
Here is practical aid for a pressing 
193.1 problem. 

Mr. Douglas considers virtually all 
:he problems involved in the drafting 
Ind administration of an unemploy
nent insurance law. 

After oudining the reasons which 
leceuitate the adoption of unemploy
nent insurance, this book questions 
whether voluntary action is enough 
Ind discusses in detail the features 
which should characterize the scope of 
Ihe act, the conditions of eligibility for 
Ilenelit, the amount and nature of the 
~enefits, the contributions, the admin
istrative and insurance problems in
tUlved. 

The objections to insurance are also 
:aNidered as well as the constitu
tlQQal problems involved. 
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PREFACE 

The severity of the present depression is causing Americans to 
consider unemployment insurance with a more concerned and 
open mind than was the case a few years ago. Despite the oppo
sition which the proposal still arouses there are signs which in
dicate that there may be, within the next decade, a fairly extensive 
application of this principle by our state and national govern
ments. It has seemed to me appropriate therefore to prepare this 
little book as a means both of outlining what a properly managed 
system of unemployment insurance would do and also of working 
out what the precise features of such a system should be. The 
legislative and administrative problems connected with unemploy
ment insurance are indeed difficult but they do not seem to me 
to be insoluble and I hope that this book may make the issues 
involved clearer and at the same time may point to their solution. 

It will be noticed that, in view of present conditions, I favor 
joint contributions by both employers and workers rather than 
by the employers alone as is provided in the pioneer Wisconsin 
act and that instead of separate plant reserves, as in that state, I 
strongly prefer a centralized non-profit making state fund jointly 
administered by representatives of the workers and employers. 
The reasons for this position are fully described in the text. But 
I should like to make it clear that I regard the WISCOnsin act as 
very much better than nothing and that I believe that state is 
entitled to great credit for its readiness to pioneer. Interestingly 
enough, however, the report and recommended bill prepared by 
the Ohio Commission on Unemployment Insurance is along a 
substantially similar line to that which is advocated in this book. 

I am indebted to many individuais and organizations for aid in 
gathering material and in clarifying the many issues involved. As 
Acting Director of the Swarthmore Unemployment Study in 1930, 
I profited greatly from my associations as I did also with the New 
York and Pennsylvania Committees on Unemployment, appointed 
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x PREFACE 

by Governors Roosevelt and Pinchot and with which I served as 
Economic Adviser and Secretary respectively. The John Simon 
Guggenheim Foundation was good enough to award me a travelIing 
fellowship which enabled me to study on the ground the opera
tion of most of the European systems. While abroad, I received 
unfailing and courteous cooperation from many individuals 
among whom I should particularly like to thank Mr. T. S. Cheg
widden, of the British Ministry of Labour, Dr. Melchior Palyi, of 
the Deutsche Bank, Professor Corado Gini, of the University of 
Rome, and Drs. Faustio Pitigliani and Emesto Campese, of Rome. 
I have been fortunate also in the aid which my colleagues, notably, 
Miss Mollie Ray Carroll, Miss Mary Gilson, and Professor Arthur 
H. Kent have given and for the criticism on certain portions of the 
manuscript by my friend and former student, Dr. N. A. Tolles 
of Mount Holyoke College. My assistant, Mrs. Erika Schoenberg 
has aided me in numerous ways, including the preparation of the 
index. Dean Edith Abbottt has been extremely kind. in the en
couragement which she has given in the preparation of the book 
and for aid in its publication. But most of all I am indebted to my 
wife for her constant encouragement and help. 

PAUL H. DOUGLAS 

Chicago. December IS. 193" 
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CHAPTER I 

THE CASE FOR UNEMPLOYMENT INSURANCE 

We are now in the midst of what is quite clearly the most 
severe business depression which modem capitalistic civilization 
has as yet experienced. It is true that it has not yet reached the 
duration of the depression of 1873-78, and that so far as industry 
itself is concerned it may not be any more serious. But whereas 
sixty years ago we were primarily an agricultural and village 
society, today we are primarily an industrial and urban one. We 
do not have the protection, therefore, which a rural civilization 
has of being close to the soil and of being able to obtain its food 
even though the factories close. An industrial depression now 
works far more havoc upon the country than before because a 
far larger proportion of the community is now dependent upon 
the whole complex of modem industry for its support. 

The modern world is properly disturbed at this creeping pa
ralysis which has been spreading over the world. The spectacle of 
men and women starving in the midst of an iD.dustrial system 
which, if properly organized, might yield them all plenty is not 
one to be quietly accepted. For tailors to be out of work while 
multitudes are in rags, for bakers to be unemployed while men 
and women are famished for food, and for building craftsmen to 
have no work in the face of the slums which cry aloud for clear
ance and reconstruction, are indeed examples of the economics of 
Bedlam. Men and women everywhere need to probe far more 
keenly than they are now doing into the problems which society 
must solve in order to avert such cumulative breakdowns of 
production and of employment and to ensure mankind the steady 
utilization of the powers of science. Great social and economic 
changes are needed and in the crucible of time we may expect 
the coming decades to bring us improvements in the control of 

I 



2 STANDARDS OF UNEMPLOYMENT INSURANCE 

currency and credit, in the planning of industry, and in tl 
economic structure of society itself. 

These are perhaps the most fascinating questions of our timl 
and upon their correct solution depends not only the happine 
but the lives of millions. But it will at best take a considerab 
span of years before mankind does solve these problems, and: 
the meantime there is need for some way of lessening the presel 
crushing hardships which fall upon those who lose their jobs : 
our society. This little book is designed to help suggest ways I 

meeting that need. It does not suggest methods of reconstrucw 
society nor does it deal with the desirability and problems of 
planned economy. But its function, though humble, may neve 
theless be usefnl. For it aims to point out what can be done he: 
and now and seeks to lay down a minimum program of protecti( 
upon which it wonld seem that all men and women of good-wi 
whatever their nltiJnate differences, might agree if they COll 
once bring themselves to think about the question. 

That program, briefly stated, is one of unemployment insu 
ance and the provision of additional reserves against unemplo; 
ment. In a world where jobs are still extraordinarily unstable, 

. system is proposed whereby the incomes of the workers may 1 
rendered somewhat more stable. 

I. The dedine in employment and the great incf'ease in unetI 

ployment.-Even in the years of our much-vaunted prosperit: 
there was a considerable volume of unemployment. Dr. Leo Wo 
man estiJnated that in 1927 there were at a minimum 2,055,oc 
unemployed workers.' The drop in employment during the fil1 
part of the depression was such that when the Census of Une:n 
ployment was taken in April 1930, there were 2A29,OC 
unemployed who fell into Class A, namely, those who were 0\ 

of a job but were able to work and were looking for a job. Thel 
were 759,000 more who were listed in Class B as having "job!! 
but who were on lay-off without pay." Since most of these Wei 

• - Ecmtor.ie Clumcu. U. 478. Dr. Wolman arriwd at this figuR by .. I 
tnctiDg (I) the IotaI _ employed frOID (.) the tDIaI DOJHpic:uItwaJ !abo 
supply. 

'UDited Stata Ceasus (Y1fteeDth) 19JO. u_~. I, 10. 
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for all intents and purposes unemployed, the total of the two 
groups, or 3,188,000 may be taken as an approximate measure 
of minimum unemployment at that !ime. There-were in addition 
several other classes out of work with the following numbers, 
some of whom should probably also haye been labelled as 
"unemployed."· 

Clau 

c ............ '" Out ofa job and unable to work 17 •. 6 

D • • • . • . . . . . • . • .. Having lob. but idle OD account of sick- '73.6 
Doaa or disability 

E ............... OutofajobandDOtlookiDgiorwort 88.0 

F • • • • . . . . . . . . . .• Having jobo but voluntarily idle without 84.6 
pay 

G............... Having jobs and dmwiDg pay, though DO 8'.3 
at work 

Total........ ................. ..................... 701.1 

A subsequent study by the Census of Unemployment in Jan
uary 1931 in sixteen large American cities showed such an in
crease over the preceding April that the Census estimated that 
on this basis, the probable total number unemployed in Classes 
A and B was then approximately 6,050,000.' It is probable, how
ever, that this was something of an overstatement since a part 
of the increased unemployment in these cities had probably re
sulted from many of the unemployed moving out of the smaller 
towns and cities into the metropolitan areas. 

We may, however, make an estimate of the total unemployed 
by measuring the relative decline in employment. Thus the index 
of employment in manufacturing, computed by the United States 
Bureau of Labor Statistics is shown by Table I. 

This shows that in June of this year the numbers employed in 
the manufacturing establishments covered by the Bureau of La
bat Statistics were 41 per cent less than in 1929 and 34 per cent 
less than in April of 1930. 

'lbiII, p. 6. 
• M OIdIIl, lM<rr Rniow, xxxv (Aquot 1931). ,J86. 
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TABLE I 
INDEX a. EIIPLOYJIElOT 1M MANtIlI'AC:rUmI<o, 19.6-193' 

You Relative Number Employed Relative Number Employed 
(1910-100) (Apri1'Gao-roo) 

1926 ........................... . 103 113 
1927 ........................... . 
1928 ........................... . 

99 110 
96 107 

1929 ........................... . 100 III 
1930 ........................... . 87 97 
1931 ........................... . 
193' Gan.-June) ................ . 
JUDe 193 ....................... . 

74 8. 
64 7' 
59 66 

If we take the fourteen non-manufacturing industries covered 
by the Bureau, we find the following decreases in the numbers 
employed;" 

TABLE D 
INDEXES a. EIIPLOYlIERT 1M FouaruM NOR·MANtIlI'AC:rUmI<o Ilmu8ftlE8, '929"193' 

('929 - .00) 

-.... - - '93' 1 ... -1-- JUDO .... ' ... 
I. "!'~teM~ ................... 100 93 81 69 53 
•• B.tumlDous MlDlDg .................. 100 93 83 70 61 
3. Metalliferous Mining ................. 100 83 59 43 3' 
4- Quanying ODd Non-MetaJW: Mmmg ... 100 B4 67 49 so 
5. Crude Peboleum Pmducing •.•....•••. .00 87 66 54 54 
6. TelephoDe ODd Telegzaph ............. 100 9B 87 81 80 
7. PoweraudLight ..................... 100 IOJ 96 86 83 
8. Electric Railroad and motorbus ........ 100 93 85 80 77 
9- Wholesale TI3de ..................... 100 96 87 79 77 

10. RetaiJ TI3de ........................ '00 96 80 81 79 
II. Hotels .............................. 100 99 9' 8. 78 
12. ~ ODd l'mIerviDg .............. 100 1<>4 8. 4' 56 
13- Laundries ........................... 100 ... 80 8. 8, 
I", Cleaning and DyeiDg . ................ 100 ... 93 83 8S 

The railroads, in turn, show the following decline in the num
bers employed;-

Year lades (I:02o-mo) 

1926................... 107 1930.................. 80 
1927····............... lOS 
1928................... lOS 
:1929·········· ..... _... 100 

'93
'
.................. 7S 

1932 (J .... -May)....... 65 
1932 (May).... .. .. .. .. 64 

"Ibid. J92-1I4- "Ibitl~ p. 405. 
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If we now apply these decreases to the approximate number 
employed in 1929 we will obtain an estimate of the added num
ber who have been thrown out of work in thes~lines since 1929: 

Ap~" Peramtage Probable Addi .. 
umbo. tiow Number 

Iudua..,. EmployedlD n ....... Thrown Out Irom 1910 to 
(In~Jil...) June 19.1a O/W .... 

(In TIu>uaaads) 

I. Manufacturing ..•.................. 8.8 41 36'0 
•• R.uroada .......................... 1.6 36 S76 
S. "!>th"!cite Mi~ .................. .13 47 60 
4. Bltwmnoul Mmmg . ................ ·S 39 19S g. Metalliferouo M~ ............... ... 68 8. 

• guarrying and Non· etallic Mining .. .1 SO SO 
7. IUde Petroleum Producing .......... .1 46 46 
8. Telephone and Telegmph ............ ·S .0 100 
9. Power and Light .................... •• 17 34 

10. Electric R.uway and Motorbus .....•. ·3 '3 70 
II. Wholesale Trade .................... 1.6 '3 368 
... Ret&il Trade ....................... 3.0 .. 630 
IS. Hotels ............................ ·S •• 66 
140 Laundri .. , Cleaning and Dyeing ...... ·4 17 68 

Total ........................... ... .. 600S 

7'le thus arrive at an estimated decline in the numbers employed 
letween 1929 and June of 1932 of approximately 6 millions. To 
hese should be added the decrease in (I) the building trades, 
:2) domestic service, (3) construction of roads,etc., (4) clerical 
workers in manufaCturing, insurance, the professions, etc., and 
(5) hired farm labor. Since the volume of construction in June 
)f this year was probably less than a quarter of what it was in 
1929, it is probable that our estimates would not be far afield if 
we assumed that at least three-fourths of the building 'craftsmen 
ue now out of work, or approximately 1-4 million workers, which 
is probably not far from a million more than those out of work 
in 1929. The addition of the other omitted classes would in an 
probability add at least another million, which would make the 
increase in unemployment since 1929 one of at least 8 millions. 
If we estimate the probable number unemployed in 1929 at 2 
millions or a little less, the total unemployed in June of this year 
was probably at a minimum approximately 10 million. 

In addition to these there should be added those who have left 



6 STANDARDS OF UNEMPLOYMEr:rT INSURANCE 

school or college during the last three years but who have been 
unable to find work. With the 'supply of labor growing, a decline 
in the volume of employment means a greater increase in the 
numbers of the idle than is indicated by the employment figures 
alone. 

Since the total number attached to wage-earning and salaried 
occupations including agriculture was in 1930 probably about 36 
millions, this means that at the very least 28 per cent of the 
workers were unemployed in June of this year, while in the 
urban industries the minimum percentage was even higher than 
this. We should remember, moreover, that these are probably 
minimum figures and that the real quantity of unemployment 
may well have been somewhat more than this. 

2. The decline in the elll"nings 01 the workers.-This increase 
in unemployment has been accompanied by an even greater de
crease in the total amounts received in wages by the workers. 
Those who have remained at work have had their weekly pay 
checks reduced not only from cuts in their wage rates, but also 
from being compelled to work only part time. Some idea of the 
severity of this reduction in the total wages paid out in manufac

. turing is given by the following table which is based upon the 
returns made to the United States Bureau of Labor Statistics by 
some 16,000 establishments employing in December 1931 ap-

TABLEm 
REI.AnvE TOT .... Axomrr PAID Our II< WAGES lIT MAKUl'ACl"OUl<o EsTABLJlIIDIEJIft 

Ruoamro m mB UJODI) SrA ..... BlJU.AU t» LABoa SrArrlflICIIO 

(19211- 100) --Paid Oat ill 
Yea' w .... 
1926 ............ " • • • . • • ••• • •••• • •• •• 100 
1927 ................... , • • • . . . • . • • •• • 97 
1928.. •• .. . . . . . . . . . • •••• ••• . . . • . .. . . • 95 
1929.. • • ••• . . • .. • • •• •• •• •• • . • • • • • • • • • 100 
1930.. • . . . . . •. . . . • ••• • •• . . • . . . • . • • •. • 80 
1931.. • . •• • . • . •• •• •••• •• • . • . • •• • ••• • • 60 
193" Oan.-Jane)...................... 411 
193" Oane)..... . . . .. . . . . . . . . . . . . .. . . . 39 

.JI_U--O"""i'f!I·p.:",;W·~'el;!m.""'-':'::"'ood"""" 1QJIaftforst::::"'*-1'haI:f« Jop; ..... So ......... t.. 10 ..... 
die di8c:raoc die a.o __ ...... JQSL 
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proximately 2.8 million workers and in 1929 not far from 4.2 
million. 

American manufacturing in 1931, therefore, distributed in 
wages 40 per cent less than it had in the piping years of prosper
ity of 1926 and 1929, while by the middle of 1932 it was paying 
out only about 40 per cent as much as it had then. Nor is this all. 
The drop in other lines was also sharp. Let us take first the 
statistics of total wage payments collected by the Bureau of La
bor Statistics for a group of non-manufacturing industries, which 
taken in their entirety probably employed in 1929 not far from 
six million workers.T 

TABLE IV 
RELATIVE ToTAL Almmrr PAm OUT '" WAGES AS CoIIPAUD wmr 1929 BY CEll.TAJN 

NOH·MANnACTUUIIG hmusnms '" 1930, 1931, AND TIlE Fmsr PAllr 0. 1932 
(1929 - 100) 

IIId1IIIrJ ,- 'OS, A ...... 1 .... 
Ja-JUDO 103. ' ... 

I. A!'~clt. M~ .................... 95 ~i 58 37 
I. BltUIDlDOUI MlDlD8 .................... 8, 39 27 
~. M.talliIemUi MiniDg .................. 78 45 26 20 
4. ~arrying and Non-M.talIic MiniDg •••••. 79 53 30 30 g. d. P.trol.um PlOducinB, •...••••.•. 86 6. 46 45 
• Telephon. and Tel_ph .............•. 103 94 86 8. t PowerandLight •.....•.•...•...•••.•. 104 97 85 81 

Electric Railway and Motorhua .••..•••. 94 83 7' 69 
9. Whol ...... Trade ...................... 96 B4 71 66 

10. R.tail Trade •• , ....................... 96 87 73 68 
II. Hotels ••••.•.•••....•••.....•..•.•••• 99 85 70 64 
II. ~UldPnoorving .•••••.•••...••. 96 66 35 41 
I~. Laundriel ............................ ... B4 7' 69 
I .... CleeDiDI and Dyeins •••••••••••••••••• ... 80 65 66 

These statistics also show a striking decline. While' the wage 
payments in the telephone and electrical industry were only 6 
and 3 per cent respectively less in 1931 than in 1929, the decrease 
was 13 per cent in the case of retail stores, 15 per cent for hotels, 
16 per cent for wholesale trade, and 17 per cent for street railways. 
In the mining industries the decline was still sharper. The totals 
paid out in anthracite and bituminous coal mining were 25 and 
42 per cent below what they had been in 1929, in the oil industry 
they were 38 per cent less, in quarrying 47 per cent less, and in 
."..,." Lob .. R ..... (July, 1931), pp. -109. Ibi4. (April, 1930), p. gilt. 
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metalliferous mining 55 per cent less. In canning and preserving 
the payrolls were 34 per cent below their 1929 figures. 

By June of this year the situation was of course still worse 
For by then the electrical industry of the country was paying 
19 per cent less in wages than it had in 1929, and the telephone 
and telegraph industry 18 per cent less. Total wages were down 
32 per cent in retail trade and 34 per cent in wholesale trade, and 
3 I per cent in the operation of electric railroads and motor
busses. Laundries paid out 31 per cent less in wages, and clean
ing and dyeing establishments 34 per cent. Hotels were paying 
36 per cent less in wages than they had in 1929. In mining, the 
situation was far worse. Anthracite earnings were only 37 per 
cent of what they had been, or a fall of 63 per cent, while 
bituminous earnings were actually down 73 per cent, metallifer
ous mining with an index of 20 was paying out only one-fifth of 
what it had, and quarrying with an index of 30 was paying less 
than a third. Crude petroleum had an index of 45 or less than 
half of what it had been in 1929. 

The other two major industries are the steam railroads and 
construction. In the former industry the totals which have been 
.paid out in wages and sa1aries during the months of December 
of each year have been as follows:' 

'926 ....................................... . 
1927 ....................................... . 
1928 ....................................... . 
1929············ ........................... . 
'9;10·· ..................................... . 
1931 ....................................... . 
'932 (April) •................................. 

253 
-,36 
23' 
234 
'93 
'54 
.26 

.08 
>In 
99 

u)o 
52 
66 
54 

In May, therefore, the tota1 amount paid out in wages on 
the railroads was only slightly over half as much as in Decem
ber 1929. 

In so far as building operations are concerned, the tota1 esti-
• Compiled - the IIIODIhJy buIIetiIII em W",. SI4lUliu iIouaI by the IDIeI'_ Cummer<e Commisoion. 
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mated expenditures for all types of construction during the years 
from 1926 on for 257 cities have been as follows: 8 

y .... 

1926 ..................................... .. 
1927 •• ··•······•··············•········•·· • 
1928 ...................................... . 
1929· .................................... .. 
1930 •...•.•.....•.....•••••...•••••••.•.... 
193"· .... ·········· .......... · .......... .. 

Total Estimated 
Expenditurel for 

CollItructiOll in_57 
Cities 

(in MUU ... of DolIara) 

3557 
3138 
2995 
2580 
1451 
1049 

100 
88 
84 
73 
4B 
29 

This year the decline in building has gone silll further so that the 
vast majority of the building craftsmen are now out of work 
and are not receiving wages. It is probable that the total amount 
paid out to the building workers is now less than one-fifth of the 
corresponding amounts paid out in 1926 and not more than one
quarter of the amount so distributed in I92!)-

The decline in the cost of living is of course an offsetting fac
tor. If we take the average for 1929 as 100,.0 then the average 
for 1930 according to the surveys of the Bureau of Labor Sta
tistics, was 97 and for 1931 88.11 By June of 1932 this index 
had, however, sunk to 80 or a fall of 20 per cent from the 1929 
average." If we divide the relative total amount paid out in 
wages by manufacturing industries during the period of the 
depression by this relative of living costs, we have an index of 
real income of 82 for 1930 and 68 for 1931. These were declines 
in real income, therefore, of 18 and 32 per cent respectively. By 

• M .... A/lIl.ab ... R.",.,. (April, 1931). p. 886. The toto! popuiatioa of th ... 157 
citleo ""ounted in 1930 to 44.850,000. 

-Tho a_ for thellUrYOYl toDducted by the United States B ...... u of Labor 
Statbtics for 31 citi .. ill December 1928. and for ]II11II aDd December 1929. 
Mo"'A/, Labor R.",.,. (A\IIIU!t. 1931). p. 451 • 

.. The a_ for the you ... foUDd from the indexes of the precediDg Decem
ber. and for June aDd December of the ........ t you OD the ... um""'" of _ 
monetary cbaDgea bet...... these ourwys. All a_ of th... twehe montbly 
Indens ... th ... lakeD. 

II See M.",,,, l.aI>or R.",.,. (Aucuot, 1931). P. .13. • 



10 STANDARDS OF UNEMPLOYMENT INSURANCE 

June of 1932, with total money earnings in manufacturing only 
39 per cent of what they had been in 1929, and with the cost of 
living relative at 80, this meant that the purchasing power of the 
amount distributed in wages was 49 per cent or slightly less than 
one-half of what it had been in 1929. 

In a similar fashion, by dividing the relative totals which were 
paid out in wages in the other industries by the index of relative 
living costs, we obtain the approximate relative amounts which 
could be purchased with the wages actually received. These are 
indicated for mining, public utilities, retail trade, and miscel
laneous trades in the following table: 

TABLE V 
RELATIVE TOTAL REAL WAGES PAm OuT DJ CErrADJ Nox-MAllWACI'1>KDJG I""" ... 

DlES 1M 1930, 1931 AKD THE FIllST H.u.Jo '" 1932 

(19.8 - .00) -•. A!'~te M"~g.. . . .. . . . . . . . . . . .. . . .. . . . .. . . . . 98 
•• B,tuminous MID1Dg. •• • • • • • • • • . • • . . • • • • . • • • • • • • • • 114 
3. Metalliferous MiDing... . . . . . . . . . . . . . . . . . . . . . . . . . . 80 
4- Qu.anyiDg and Non-Metallic MiDing. ••••••••••.•.. 8. 
5· Crude Petroleum Producing:.. . . . . . . . . . . • . . • . . . • .. B9 
6. Telephone and Telegraph. . . . . . . . . . . . . . . . . . . . . . .. . .06 
7· Power, Lightaad Water.................. ........ '07 
8. Operation and Maintenance of Electric Railwayo and 

Motorbusses. • • • • • • • • • . . • • • . • • • • . • • • • • • • . . . • • 97 
9- Wholesale Trade................................ 99 

~~: =~~::: :::::::::: ::::::::::::::::: ::: ::: .: 
12. Canning and Praerving.......................... 99 
'3. Laundries •••••••••..••••••••.•••••••••••••••••• 
J~ eNning aDd Dyeing. _ ..•..•.••...••.••.• '" ..•.. 

.... 1-103~ 

85 46 
66 34 
5' 25 
60 38 
70 56 

'07 .02 
110 .01 

94 86 
95 S. 
99 85 
97 80 
75 5' 
95 86 
9' S. 

So far as the steam railways are concerned, the purchasing 
power of the totals paid out in wages and salaries in December 
1930 was 88 per cent or 12 per cent less than it had been during 
the previous December, and in December of the following year 
it was but 78 per cent or 22 per cent less than in December 1929. 

If we were to take the relative total expenditure upon housing 
as an index of building wages, the purchasing power of the wages 
distributed in 1930 would have been only 68 per cent of the real 
amounts thus paid out in 1929, while in 1931 the index of total 



THE CASE FOR UNEMPLOYMENT INSURANCE II 

real purchasing power paid out would have been but 45 per cent 
of the total.of 1929. 

3. What protection do the unemployed have at present?-, .The 
only protection for these workers who have llad their incomes 
thus cut off has been: (1) their savings, and (2) public and 
private charity. Neither of these is adequate and the latter is in 
addition both humiliating and uncertain. 

Despite the gains in real wages during the decade from 1919 
to 1929, money wages even at the peak were for all except the 
skilled, inadequate to grant a decent standard of living for the 
workers and their families. There was, therefore, no very appre
ciable margin for saving in the vast majority of cases, and for 
the unskilled scarcely any at all. Thus in 1928, the average 
annual eaxnings of some fourteen million gainfully employed non
agricultural workers, according to studies which have been made 
by Miss Jennison and myself, were but $1504 a year, or an 
average of about $29 a week.18 In this group were included most 
of the officials in manufacturing, ministers, government employ
ees, clerks, etc., and consequently the average for the manual 
workers alone was somewhat lower and probably indeed did not 
exceed $1400 annually or $27 a week. This would be subject to 
a still further deduction for the unemployment which existed 
even in those days of prosperity. The average weekly earnings 
of employed male workers in Illinois, according to the Illinois 
Department of Labor, were in October 1929, only $32.58.'. 
When we remember that these figures are only averages, and 
that in practice probably more than half of the workers receive 
less than these sums, 11 we obtain some idea of how difficult it is 
for the workers to make any appreciable savings. 

This is of course particularly the case with unskilled labor. 
Their average starting rate for the country as a whole in July 
1930, before the depression was really severe, was 43.1 cents an 
hour." If the unskilled were to work ten hours a day, this would 

• Doqlos aDd JODDiooD, n. JI_ 01 JI o.J .." RMII Banoioop, .pot!-
~,P.17. 

"'1lDoois Lab ... B..aa;" (No_ber, 1919). p. 166. 
• This .. due to the ISJIIIIDeIricalIlOlIft of the cane of ...... dilereaces. 
• JlOflIIIl, Wb .. R_ (No......ber. 1930). P. 187. 
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have netted them an average of $4.31, and if they were employed 
for each and everyone of the 306 working days in the year, the 
total yearly earnings would have averaged only $1320. But the 
real average earnings were far less than this because the standard 
working week for the vast majority was less than 60 hours, and 
because further deductions would have to be made for time lost 
from illness, lost time within employment, and the unemployment 
from which the unskilled suffer even in prosperous years. Be
cause of all these factors, it is probable that the unskilled work
ers do not on the average earn very much more than $1000 even 
in boom years, while in years of depression they of course 
average very much less. Now while these SUIDS are sufficient for 
a single man to support himself and perhaps to meet a portion 
of the cost of maintaining a wife, it is not possible in the larger 
cities adequately to support one, or certainly not two clnldren. 

That this in fact tends to be so is shown quite conclusively by 
a very able study by the late Dr. Leila Houghteling. Dr. Hough
teling obtained from employers the full record of the earnings of 
476 heads of Chicago families in the year 1924. These men were 
unskilled and semiskilled workers but they had been steadily 
employed throughout the year and consequently had not suffered 
trom unemployment. It was found that in 69 per cent of the cases 
the total earnings of the head of the family were insufficient to 
support the actual members upon that scale which the Chicago 
Council of Social Agencies had carefully worked out as a mini
mum for relief cases'" Even when all other sources of family 
income were added, there were still 45 per cent of the families 
where the total receipts were less than the amount needed to 
provide the actual members with the minimum budget used for 
charitable cases. The majority of these cases, indeed, fell short 
of the minimum by very appreciable amounts. 

When we remember that these workers had not suffered from 
unemployment during the period in question, which was one of 
supposedly great prosperity, and that the minimum standard 
budget was very conservatively drawn, we can gain some idea of 

"LoiIa u..ugbteling Tile ,_ IJII4 S,..,4 of ~ of u .. 1I:i1le4 IMJ""", 
ill C/riurD. p. &D. 
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how difficult it is for unskilled and semiskilled workers to save 
any appreciable amounts. 

Saving was indeed made much more difficult for the American 
working class during the twenties. by the widespread practice of 
installment selling which encouraged them to buy commodities 
such as radios, automobiles, etc., and which tended to leave a 
very large percentage of them at the end of a year in debt rather 
than with a surplus. Even those who saved have in a very con
siderable number of cases lost all they have accumulated while a. 
still larger number have lost nearly all they possessed. One has 
only to mention here the number of bank failures which in the 
last twelve years have amounted to over 10,000 in number and 
which in the last three years have totaled nearly 4,000. In the 
city of Chicago, for example, where there were formerly 22 5 
banks, three years ago, there are now but 72. In Toledo, there 
is but one principal bank which is operating, while the banks 
have largely disappeared from the steel towns of eastern Ohio. 
In all of these cases a train of r.nn has followed the closing of 
the banks and has swept away the savings of hundreds of thou
sands. 

Even more catastrophic has been the wiping out of the equities 
which the workers formerly possessed in stock and in their 
homes. The decade of the twenties was one in which the vast 
majority of corporations induced a very large percentage of their 
employees to purchase stock in their concerns. This was hailed 
by many as a new economic revolution," but its results have been 
disastrous to the American wage-earning class. For the stock 
which they purchased was overwhelmingly common stock, and 
this has in general so depreciated as to extinguish most, if not 
all, of the investments which they thus made. Notable examples 

U See Thomas N. Carver, rile ,.,...", Be ........ R",oItaioa illile U....., SIIIIa; 
Robert S. BrooklDp, , .... _ o.-sAi~ and Vol. XI, NO.3, of the A ......... 
A ..... ' 0/ Polilical sa.-, "Popular 0wDenbip of Property." Without ~ 
to be oeIf-laudatory, It is pcrlIapo permlstible for me to point out that I """"'" 
apiDst this practise ill the WIY midst of the stock ..umc furor OD the groomd that 
• WOIker should Dot ID ........ __ both his -viDIs ODd his job ID the __ 
CODCerD. See "The Mo_t of Roo! W_ ODd Its _ Sipilict.Dce: S.,. 
fl- Ie A_ Be ........ ~ (Mud!, 1,16), p- .,. 
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of this were those of the Insull companies where the employees 
were pressed not only to purchase stock in the operating com
panies but also in the shaky structure of holding companies 
which Mr. Insull had erected. Not only did the employees pur
chase these "securities" themselves but they also were induced 
to get their friends likewise to buy them. The complete collapse 
of these companies has deprived multitudes of the security which 
they thought was theirs. Almost equally bitter has been the 
experience of large numbers of workers in industrial companies, 
railroads, and public utility concerns. Similarly multitudes of 
workers who were attempting to pay for their homes have been 
unable to keep up their payments and have in consequence lost 
most, if not all, of what they had already paid in.-

From all these causes, therefore, it is doubtful whether the 
manual or clerical workers of the country now possess any large 
financial stake to protect them either against the continuance of 
this depression or against any future depression. In view of the 
relatively smaIl earnings which the large majority of the work
ers make in comparison with actual living costs and in view of 
the burden of debt with which so many of them will be weighed 
down when they once again find employment, it is futile to 
6pect that their voluntary savings will provide adequate pro
tection against so great a risk as unemployment. 

The unskilled and the semiskilled are, as a matter of fact, 
seldom able to build up a reserve for more than a few weeks of 
unemployment, and even a somewhat prolonged period of sea
sonal unemployment is likely to find them in want. The skilled 
workers can make greater savings, if installment selling permits, 
and provided that bank failures and stock depreciation do not 
sweep their accumulations away. But even here the sums are 
generally inadequate for a long period of unemployment resulting 
from a business depression or from technical and managerial 
changes. 

- ThUl in the five Ohio cities of CJeveIaud, CollUIIbus, (,jncjonati, Toledo ad 
YOUDgStDwn there _ere 26.928 evictioDl in 1930. 27,670 in 1931, while the pr0b
able JIIIIIlb<r fOl 1932 is retjmatrel at 35,000. ReI"" 11/ ,Ire OIJiD C_ ... 
U_~ 1 __ pp. 39-..... 
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When the savings of the unemployed are exhausted, the only 
two forms of recourse which they now have is that of public and 
private charity, and borrowing. The amounts which have been 
distributed in public and private relief during the present depres
sion may seem to be in absolute amounts large, but in comparison 
with the loss which the unemployed have experienced and the 
needs from which they have suffered, it has been shockingly 
inadequate. Thus in the first quarter of 1931, the total amount 
paid out in relief in the cities of over 30,000 amounted to ap
proximately 56.7 millions of dollars.18 The number of families 
to whom relief was thus given in the cities of over 30,000 

amounted to 1,288,000. This was an increase of $40,000,000 

and of 954,000 families over those aided by these same munici
palities during the same period in 1929. It is interesting to note, 
however, that the sums thus distributed averaged only a little 
over $15 per month for each family which was in all probability 
insufficient for even food alone. The total relief reported for the 
country as a whole, and including the localities of less than 
30,000 population, were for these three months, 73.8 millions of 
dollars. Had these amounts of relief been maintained throughout 
the year (which they were not) the total amount thus distributed 
would only have been $295,000,000. As a matter of fact, how
ever, the reduction in the amounts granted for relief during the 
summer months probably brought the total down to not more 
than $250,000,000.10 This seems in the aggregate to be a large 
sum. But since there were on the average not less than 6,000,000 
persons unemployed during 1931, and perhaps an average of 
7,000,000, whose average earnings would have been around 
$1500 in 1929, the minimum wage loss in that year' from com
plete unemployment alone would have been 9 billions of dollars. 
If we add the losses from part-time, we have a total of at least 
10 billions, while the real figures were probably greater. It is 
apparent, therefore, that the amounts distn'buted in relief by 

D11. s. Deputment of C_ R"'I&~-"7 G_ Fln'oI.." 
I'rivaIo OrpooioaIioIu. p. 6 • 

• n ... duriDc the _. the ftIief aptDCIituns of 50 citioo __ GDe-thinl 
.... tbu they bad beeD duriDc the _. 11. S. CbiIcIftD .. B_ RdiIf &,.. 
.ua-. JUlIIUy-5ept __ • 1931, P. 30 
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public and private charity were in 1931 less than 3 per cent of 
the actual wage loss suffered, and probably did not greatly exceed 
two per cent. 

So far as 1932 is concerned, the statistics collected by the 
Children's Bureau from 976 reporting agencies in I23 cities of 
over 50,000 population showed a total expenditure for January 
of 23.0 millions, for February of 25.3 millions,'1 and for March 
of 28.3 millions." This was an increase of approximately 65 per 
cent from the amounts distributed in these same cities during 
months of the previous year. In April and May, 123 cities dis
tributed 23.8 and 22.3 millions respectively." If we assume that 
these same ratios applied to the country as a whole, we would 
have a total expenditure for the first quarter of not far from 
$120,000,000. We are, therefore, probably expending somewhere 
between 400 and 500 millions of dollars in relief to families. But 
even this is only about 3 per cent of the wage loss of somewhere 
around 15 billions of dollars which as we have seen the workers 
are suffering from unemployment. 

Nor is the relief granted per family much more adequate than 
it was. For in February of this year, the average monthly allow
ance per family in the cities which reported such data was 
$19·34·" Here again only the bare cost of a minimum standard 
of food could be provided a family with such a sum, together 
sometimes with a little coal. Frequently, indeed, not even this 
can be granted. Nothing can be provided for rent, only cast-off 
clothing can be given, and nothing for medicine, health, etc. The 
sums are, therefore, grossly inadequate in view of the real needs 
of the people. Thus in Chicago, where the scale of relief is not 
below the level of other cities, the average amounts thus given 
are approximately one-fifth of the sums which the Council of 
Social Agencies has itself set as the minimum standard of relief 
for a family of five.-

• U. s. Children', DURall, M_il., Relief BtJIdirJ (February, 1932), p. 2. 
• Ibi4. (MarcIa, 1932), p. I. 
-Ibid.. (.MaY. 1932). p. 2. 

-111i4. (March), p .•• 
• See the C/riaIfD S,.",.,,z BfIIl,tI/", D.~ F • ..JIiu (1931 rnioioD). 
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Not only are the sums grossly inadequate but they are in addi
tion humiliating. Charity at best is both unwelcome and detested 
by self-respecting workers. Many will starve rather than receive 
it, and others will undergo great privations before they ask for 
relief. In addition, however, the relief agencies in many localities 
have been compelled, because of the scantiness of their funds as 
compared with the need, to introduce a system of rations 
whereby the families are given food packages instead of orders 
upon groceries. In this way economies are realized from large 
scale purchase and distribution, but it is extremely humiliating 
to most workers to have their provisions doled out in this fashion. 
They are compelled to forego their scruples to feed their families 
and after a time they find that they have not only lost their 
scruples but much of their former pride of independence as well. 

There is already clear evidence that the long period of relief 
has weakened the independence of many workers who, before the 
depression, would have scorned the idea of charity. Settlement 
and social workers seem to be unanimous in their testimony that 
men and women are now less reluctant to accept charity than 
they were and that with every added month that a family re
ceives relief it tends to be less energetic and self-respecting. 

Finally, such relief as is granted tends to be uncertain. The 
extra relief funds in 1930-31 were largely exhausted by the late 
spring of that year, and the total amounts given were greatly 
curtailed during the summer although unemployment itself was 
rapidly increasing and people were in fact getting more rather 
than less desperate. There has been an unfortunate tendency on 
the part of many to assume that because people were not in 
danger of freezing to death, they did not need to be protected 
from hunger and eviction. 

This year the stoppage of relief in many cities has created 
great hardships. In St. Louis the dropping from the rolls of 
13,000 families led to a riot in which the city hall itself was 
stormed. In Detroit the number of families being helped de
clined, according to Maurita Hallgren, from 45,000 in the spring 
of 1931 to less than 25,000 in the spring of 1932, and the presi
dent of the Welfare Commission announced in July of the latter 
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year that 18,000 of these would have to be dropped/Ie In Phila
delphia, the state and local funds gave out in the middle of June 
and no further relief was distributed for ten weeks.'" In New 
York City thousands of families who have been receiving emer
gency aid have been forced off the lists because of scanty funds. 
While no families have been dropped from relief in Chicago, 
many of the homeless men have been deprived of protection. 
Moreover, all those receiving relief have been continually 
alarmed that they would not be cared for when, with local funds 
exhausted, the city authorities were compelled to appeal to the 
state, and again when the bankers were slow in subscribing to 
the state warrants, and finally when with both state and local 
monies exhausted, federal aid was sought. 

Nor are these cases untypical. Everywhere public and private 
charity has been grossly unequal to the strain and there has been 
constant fear that the stream of relief itself would dry up, as in 
a number of communities it has. Within communities the unem
ployed who have applied for relief have in many cases been 
shunted from one agency to another and have been compelled to 
transfer from one frail plank to another in the sea of misery. 
Not only has great anxiety been created by all this, but it has in 
many instances not been possible so to synchronize the efforts 
of the agencies as to give to all the families on the admitted list 
of the charities continuous and uninterrupted relief. Similar fears 
and gaps have developed as the private agencies within the towns 
and cities have been compelled to fall back upon their 10cal gov
ernments and these in tum upon the state, and finally upon the 
federal government itself. 

Since public and private charity has not met more than .1 per 
cent of the wage loss resulting from uoemployment and part
time, how then has the remainder been met? In part, of course, 
by a greatly reduced standard of living on the part of the unem-

-MaaritzA. BaIIgJm, "Grave Danger in Detroit," Tile Ndlitno (AuguIt 3. 193'), 
p.IOO. 

-The llecousUudioa y_ CorporatioD in early August refuKd to ad _ 
_ to ..- this situatioD OD the alleged cr- that PeDD!)"IwDia ito<H obould 
do IDOI'e. See E...... CIape, "WIleD Relief Stopo What Do They Eat 1" !htn>e7 
(Nonmber 15. 1932), pp. 583-415; ibi4~ p. 6 .... 
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ployed and their families. The diet is curtailed and the consump
tion of milk, fresh vegetables, meat, butter, sugar, etc., drastically 
reduced. The family Qloves to a cheaper locality or "doubles up" 
with relatives and friends, new clothing is D,ot purchased" and 
less coal and wood are bought. The family neglects the care of 
its health and of its teeth, in order to save on doctors, dentists, 
and hospital bills. Savings are drawn on, insurance is borrowed 
upon,'· and additional money is borrowed from friends and 
relatives. The comer grocer, the butcher, the doctor, etc., allow 
the bills to run in the hope that they will ultimately be repaid. 
The landlords, who are seldom 'allowed rent by the charities, 
carry large numbers of tenants who cannot pay. So far has this 
gone that in a number of cities of which I know there are numer
ous landlords, who, unable to collect rents themselves from their 
unemployed tenants, have been forced to apply to the charities 
themselves for relief. 

The great burden of unemployment has, therefore, fallen upon 
the working class themselves and upon the lower middle class of 
storekeepers, landlords, and doctors in working class neighbor
hoods. This latter group has in tum been compelled to pay a 
disproportionately large share of the actual relief distribution. 
For between 60 and 6S per cent of the relief distributed has come 
from public funds" and of this the overwhelming share, up until 
the summer of 1932, had been home by the municipalities and 
counties themselves. Since the local revenues are almost exclu
sively derived from the general property tax, under which 
intangible personal property such as stocks, bonds, and bank 
deposits escape, this means that the load for relief, is thrown 
back upon the holders of real estate. Persons of meagre means 
tend to put their savings in this form and consequently have to 

• By tho early summer of this you (t930) teD billion dolJan of Ufo iDsurance 
policioo bad hom lU ...... dered within the last th ... yars and thftO billion dolJan 
bad hom botl'Owed on ovtstndinc policieo. Since the _ hebincI iDsuraDce &no 

approzimately one-&fth of the total f __ .. this .... equinleot to hotTOwinc 
to tho fun on about IS billion dollus of policies. Thronch hotTOwiDp and sur
remier. therefo .... the ~ of the country had loot about one-fourth of the total 
pollcies outstaDdinc. See No. R.,.,blic (July .,. 1930). pp. 175-76-
·ChiI~" Bu...au. """'11/, R.a., B_ (February. 1931). p •• ; and the 

B ...... u .. R., &,.-..... 1~"..".,. 19JI. p ••• 
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bear a large share of the burden of relief. Landlords already 
badly crippled from the failure of the unemployed to pay rents 
are then taxed additional sums to provide them with food. 

4· What "nemployment msUl'ame would do.-In place of the 
present humiliating, inadequate, and uncertain method of grant
ing relief to the workers through public and private charity, 
unemployment insurance would provide a much more self-re
specting type of protection. Under such a system those who were 
unemployed through no fault of their own would receive, under 
certain conditions, benefits which would be theirs by right and 
which would be definite in amount. Under any proper system, 
moreover, these benefits would be far more adequate than the 
meagre "doles" which are at present distributed from the inade
quate funds available. A great saving of self-respect and a more 
decent provision for the fundamental needs of the unemployed 
and of their families would inevitably result. 

It is indeed appropriate to inquire as to how much better off 
we would have been during this depression had American indus
try in 1922, as some of us then urged, universally adopted unem
ployment insurance as it was then coming out of the last great 
depression. The average sums paid out in wages to workers in 
all branches save agriculture, plus the amounts in salaries to all 
save those in agriculture and government service, amounted on 
the average for the years 1923-1928 inclusive, according to Dr. 
W. I. ~," to 40.6 billions of dollars a year. If we deduct 2.6 
billions for salaries in excess of the minimum limit later sug
gested in this book, we would have an average of 38 billions a 
year. An average assessment of 3.75 per cent which is later sug
gested would have yielded approximately 1,425 millions of dol
lar a year. For the seven years from 1923 to 1929 inclusive, 
there would, therefore, have been collected a totaI of approxi
mately 10 billion dollars. Had an average assessment of 30 per 
cent been used, the average annual amount would have been 

-KiDg, Tile NalioruIl ,_ IJII4 II, P",cMuirIc p_. pp. 13'-33. 1311-39. 
The a_ ill _ .... '9.7 miJJioas of dollars aDd ill ooIarios IOJ). The 
._ ... paD _ by go.a ...... at were _ si- for 1928 bat • ..., _ted III 
5.J biItioao 011 !he basis of the powtb ill !he ...-me y ..... 
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approximately 1.34 billions of dollars or a total of about 9.4 
billions. 

The current claims for unemployment benefits would of course 
have had to be paid out of these sums. While-there was a consid
erable amount of unemployment during these years, it seems to 
have been at least one-fifth less than the long-time general 
average which prevailed in the United States prior to the debacle 
which set in late in 1929.81 

If this were the case, then it would seem that the claims upon 
the unemployment fund would have been somewhat less than 
four-fifths of the general average. This follows from the fact 
that the imposition of a waiting period will eliminate a larger 
percentage of the unemployed from benefits in a period of low 
unemployment when the difficulty is primarily seasonal than in a 
period of high unemployment when the difficulty is primarily 
cyclical. 

It is probable, therefore, that not more than 75 per cent of 
the customary benefits would have had to be paid out during 
these years,leaving the remainder as a reserve. Assuming that an 
assessment of 3.75 per cent would be adequate in the long run to 
meet the claims, this would have meant that about 355 million 
dollars a year or 2.5 billions in the seven years could have been 
set aside as a nest egg for stormy times. If a 3~ per cent assess
ment had been levied, somewhere around 340millions a year or 
about 2.3 billions would have been accumulated.... . 

Had such a system, therefore, been universal1y adopted in 
1922 it would probably have been possible for it to have built 
up reserves of approximately two and a balf billions of dollars 
during the seven years of comparative prosperity and hence for 

• ThUi Wolman's Ind .. for the yeon 19'1-" shows ... a_ of 8-4 per CODl 
unemployed In lDIIIufatlll1'inc. IIIininI. ~ IIId toDllnlc:lioa (R_ 
Be_ C'-ca. n. 4*,8). "biIe my Ind .. for Ihose IndIlSlries shows ... 
a_ rale of IQ.I per .... 1 for the yeon 1896-19>6. (DoucJas, R_ W_ ill 
1M U..,.. S_ •• 896-,g06. pp. 404-60) • 

.. The Ohio Commission "'Im,'" lllal had a l per teIIl ' -i0Dt beeIl Ieviod 
In that state hoeInnl .. In 19'1. the -... .., the end of 1919 would haw "-
104 miIliona of dollus. R.,.,. 0 .. C_ ...... .. U_"", ... , ,_ 

Pol'. 
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it to have gone into the depression year of 1930 with approxi
mately that sum to its credit. 

Had this been done, the lot of the unemployed would have 
been far better during the present depression. There would have 
been added to this reserve the current assessments for the years 
of 1930, 1931 and 1932. Even with the decline in payrolls during 
these years, these should have netted somewhat over two billions 
of dollarS, making the total amount available for distribution 
not far from five billions of dollars. This would have been ap
proximately six times the amounts which have probably been 
distributed in the form of charity during these years. This would 
both have enabled very many more of the unemployed to have 
been cared for and at the same time would have furnished far 
more adequate benefits for those who were. The families of the 
unemployed would, therefore, have been protected much more 
effectively and there would have been much less suffering. 

The presence of the reserve funds together with the current 
income from the assessments would, moreover, have enormously 
diminished the need for public and private "doles" of relief. 
Some relief would probably still have had to be given to take 
care of those who had not been covered by the system or who 
had exhausted their right to benefit. But the main mass oJ the 
workers would have been cared for on a self-respecting basis 
under the insurance system. They would have received the bene
fits as a right and their independence would not have been under
mined by being compelled to ask, as now, for charity. 

In addition, the unemployed would have been much more fully 
able to pay for their groceries, milk and meat, their rent, cloth
ing, medical and dental care, etc. In this way the lot of those 
who have helped to carry the unemployed through the depression 
would have been much easier. The income of the lower middle 
c1ass as well as of the wage earners and the clerks would accord
ingly have been stabilized to a much fuller degree. 

In addition to all this, business itself would have been more 
stable than it has been. For there would have been available 
approximately two billions of dollars of resources in the unem
ployment reserve funds which would have been used to finance 
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the needs 9f the consumers. The purchasing power of the con
sumers would have been financed to that extent. This would not 
only have meant greater purchases from retail stores but larger 
orders by these stores from wholesalers, I1Ild directly or· indi
rectly, from factories. This would" in turn have meant that there 
would have been more employment than there has been and 
consequently less unemployment. The presence and use of this 
reserve would, therefore, have lessened somewhat the cumulative 
breakdown of prices, production, and employment which char
acterizes the depression phase of the business cycle and have 
provided a much needed source of stability.8ll 

There is a second way in' which unemployment insurance 
would have' introduced greater stability, namely, through the 
stimulation which its presence would have given towards greater 
spending on the part of those who still had jobs during the 
depression period. During the first part of the depression, the 
deposits in savings banks tended to increase steadily and appre
ciably. This was regarded by many as a sure proof that the 
depression was not severe and that there was not much suffering. 
For if men deposited more money in banks, it was asked, how 
could they be in greater want? It does not require much acquaint
ance with the lives of the workers, however, to discern what were 
the motives and forces which led the working classes to save 
more during the years of 1930 and I93I. When workmen see 
their fellows losing their jobs all around them and realize that 
the only sources of protection which those who are dismissed 
have, aside from charity, lie in their own savings, even the dullest 
of wit catches the point. Those who are fortunate enough to still 
have jobs begin to reduce their own expenditures and to put 
more money into the banks in order that they may have more of 
a stake if and when the dreaded blow of dismissal should fall. 
The gain in savings deposits came, in part therefore, not from 

• For • fuller Iftatmont of \be thoon:tical problems which .... thus involwcl 
... P. W. Martin. TN JI ......... o/l'oorckD>lc p_. and my ..... y. "World 
Unemployment and Its Reduction tbrougb International Cooperation.· in Pro,... 
01 "-. 6th otrieo, Goo"" Allen and Unwin. pp. o6-So. 
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any greater surplus in the hands of the workers, for the real 
condition was just the opposite, but rather from their increased 
fear of being turned adrift without adequate resources by our 
economic system." 

But what harm did these increased savings do to industry? 
Had the economic world and the banking system behaved as the 
great majority of business men and economists formerly be
lieved that it did, there would have been none. For it was a 
favorite tenet of the Victorian economists that savings did not 
result in any net diminution of purchasing power nor of employ
ment and production. Less money was, to be sure, expended on 
consumers' goods, but since the banks were presumed to loan 
these funds out to industry almost immediately, more was said 
to be expended on producers' goods. There would thus have been 
merely a transfer but not a decrease of purchasing power. Sav
ings would thus have provided more protection for the savers 
and have caused no detriment to business as a whole. It was 
consequently to be praised after the fashion of Samuel Smiles, 
if somewhat less ecstatically, and no source of evil was to be 
found in it. 

But the world and the banking mechanism does in fact behave 
quite otherwise than the economists thought. For as J. M. Keynes 
has pointed out in his brilliant Treatise on M one, and as the 
Swedish economist, Wicksell, pointed out before him, during a 
period of depression the banks do not invest in industry at any
where near the rate at which individuals deposit savings in 
banks. In a period of depression, industry quite naturally does 
Dot wish to expand its capital equipment and therefore does Dot 
seek much Dew capital from the banks. The banks, moreover, 
are reluctant to invest in what they regard as dubious security. 
The result is that while savings deposits increase, investments 
actually decrease. Purchasing power is, therefore, impounded in 
banks and fails to find its normal outlet. The purchase of c0n

sumers' goods is decreased by this process of additional saving 
• Put of this mo- in the cIepasits of the aYiDp bub _ of coano due to 

• tnmt ... of f1mds from more _!atm. _ 
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but there is no increase in the demand for producers' goods. 
Workers are therefore forced out of the industries producing 
consumers' goods and their diminished purchasing power still 
further aggravates the situation. Furthermore, the decline i,n the 
demand for consumers' goods which directly'and indirectly re
sults from this process of added saving causes the quantity of 
machinery and of capital goods to decrease at a still more rapid 
rateR' and hi turn feeds the cumulative process of depression. 

Unemployment insurance should somewhat lessen this vicious 
cycle. Under it the workers would be assured that even though. 
they lost their jobs, their income would not wholly cease but that 
they would on the contrary receive benelits for a certain period 
at least. Unemployment would thus be robbed of many of its 
present terrors, and there would be less of the frenzied saving 
which at present in a period of depression merely results for 
society in a sterilization of an appreciable fraction of the avail
able monetary purchasing power. There would thus be a better 
balance between spending and investment and the industries pro
ducing consumers' goods would be buoyed up more fully in a 
time of trial than is now the case. With this would go also a 
greater degree of industrial stability in the producers' goods in
dustries. Unemployment insurance would in this way very deli
nitely operate to reduce the volume of unemployment in the 
periods of depression. 

S. Tile building-up 0/ unemployment reserves provides pro
leeno" /01' labor llllUcll is essentially similar 10 tllat proTJided /01' 
eapital by Ille reserve poUcies 0/ eorpOl'aoollS.-We have seen 
the gigantic inroads which the present depression has made upon 
the real income and standard of life of the working' classes. In 
sharp contrast with this has been the record of dividend and 
interest payments by American corporations during (he lirst two 
years of the business depression. Thus the Standasd Statistics 
Corporation, which has probably more complete data than any 

.. For th. ntionale of this _ter ftuctuatiOll Ia the capital pnxIuciDg iDdU5lrios, 
... J. M. Clark, "BuaineoI AtuIentiOIl ODd tho La .. of n-nd" JOWIIIIA 01 
I'o/jjW .1-, ('9.6), pp. "7-M· 
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TABLE VI 
TorAL INTEusT AND DIVIDEND PAYMENTS BY AllElllCAI'I COIlPOIlATION9 BY Y"AlI9, 

1926-1931, AccollDINO TO '1'BB STANDAlUJ STATISTICS CoMPANY 

y .... 

1926 •••••••••••••.•••.•..•••••••••.••.••••• 
1927 ••.••••••••..••..••..•.....•.•.•••••••• 
1928 ..........•............................ 
1929 •.••.•..•••.•.•••..•....•.•..••••.••••. 
1930 •••.....••......•.......•..•......•.••. 
1931 •••••••••••.•••.•..•....•......•...•••• 
1932 (first 6 months) •......................•• 
1932 (approlDmate) ••...••.•••.••.•.......•.. 

Total Dividend aDd 
Interest Paf1!l.ents 

(lD J4iIliooo 0/ Do/Ian) 

Relatl .... 
Amountl 

(10'6-100) 

• Siuc:e January is the _viett month of paYMt;Dtll ~ totals of the fint balf year ate pneral]y heaM 
than Lx tfle .econd. The total rate of paymeob 1tJIOUkl, therefore. be aUtde 1ae I.bua &be above. Pubape 
7400 milliou would be doIa' but it BeeIU best DOt to estimate. 

other agency, reports the total interest and dividend payments 
by corporations to have been as follows for the years 1926-1931 
inclusive:·· The movement of the total payments by corporations 
to the owning classes is compared in Chart I with those pre-

150 +J ... , i"-I CoTporOIIOM 
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CHART 1 
To REu.nn: IIovDaIn '" DIVIDEIID AlII> IJrtzauT PAYJID"TB AlII> Tor& 

W ..... PAm Our Dr MAlrvF...,..,...o 1926-Jvn. 1932 

viousty cited in Table m of the total wage payments to the 
workers in manufacturing. This indicates that while total wages 
in manufacturing were in 1930 approximately 20 per cent below 

- BMe Boo". SIa4.nl Sl4Imiul BwlIditt, Jamwy, 1932 (Standard StaIiItica 
~, 1Dc.), Po 47, """ __ far July, 1932. p. 6. 
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their 1926 and 1929 level, dividend and interest payments were 
actually 97 per cent above this 1926 total and even 24 PQints and 
14 per cent above the total distributed in 1929. In 1931, when 
total wages were 40 per cent less than they !lad been in either 
1926 or 1929, dividends and interest were still 87 per cent above 
their 1926 total and still somewhat above that of 1929. Even 
though payments to owners began to decline during the first half 
of 1932, their total average for these six months was at approxi
mately the 1929 rate. In startling contrast to this was the fact 
that the total wage payments to the workers in manufacturing 
industry were for the first five months of the year only 47 per 
cent as much as they had been in 1929, and for the month of 
June itself were only 39 per cent of their former total. 

If we take dividends alone we find a similar increase as com
pared with 1926 evidenced by the following statistics·· of the 
total amounts so distributed by corporations. 

• 926 ••........•.•......•..•...•.....•...... 
19::17 •• ·•••••••••••••••••••••••••••••••·••• • 
1928 ................................. ·.··· . 
·929'····································· . 
'930 •••.•..•.•...........•................. 
·031 ............................ ·.········ . 
'93" (fint 6 months) ................•........ 
'930 (Ulllual rate for fint hall) •••.........•... 

Total DMdeod 
P&yIllents 

(in iDillioul 

.69 • 
1099· 
1306 
3449 
4203 
367$.6 
'509.6 
3°19·1 

According to these statistics, we find that the dividend pay
ments in 1930 were virtually two and a half times ·what they 
had been in 1926, and u per cent more than in 1930. In 1931, 
they were still more than twice what they had been in 1926, and 
even during the first half of 1932 they were approximately 80 
per cent more than they had been then. 

Such statistics as these would indeed seem incredible were 
they not wuched for by the best statistical reporting agency in 

• Base Boolo. ~ SlliUlicoi BIIIloIiJt UUUUY. '930). P. 47; UId ibid. 
UIII1. '931). p. 6. 
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the country and one which because it serves business, cannot be 
accused of warping its figures to favor labor. 

It is probable, however, that in fact the actual difference be
tween the apparent maintenance of the income of the owning 
classes and the terrific slump in wages has not been quite as 
startling as that indicated by these figures. In the first place, the 
current income of the owners of industry has probably not been 
on quite as high a relative level as the dividend and interest 
payments indicated above. For the statistics given do not include 
building and real estate ventures which have fared on the whole 
much worse than the industrial and other companies, and which 
in general had not built up comparable reserves. The owners of 
unincorporated concerns have, moreover, bad in all probability 
worse luck in maintaining their current income than have the 
holders of corporate securities, and this factor would somewhat 
lower the general average. On the other hand, as we have seen 
from the statistics given earlier in this chapter, the earnings of 
the workers in manufacturing have slumped somewhat more than 
the average of those outside of manufacturing. 

Even after we make all of these necessary allowances, how
ever, the difference between the way in which the owners of 

·American industry have fared during the depression and the 
experience of the workers is sufficiently startling as to shock even 
the most complacent. It seems to be true that the American 
owners oi capital as a class went through the first two years of 
the depression without at the most any very appreciable reduction 
in monetary income, and that they were very well cushioned even 
during the first part of 1932. To this should of course be added 
the further fact that the fall in prices made each of the dollars 
which they received worth more than before. While the owners 
of American industry have suffered a very great shrinkage in 
their paper wealth," they have not until the present at least, 
experienced any very real decline in their money income. On 
the contrary, they apparently gained in real income during a 

• The iDda; of iDdU5IriaI _ prius feD from 216 ill September, 192'" to 33.S 
in J ...... 1932. SII»_ 1hIIIelitI (SIaDdard Statiotico Co~ 111<.>, July, 1932, p. 6. 
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period when the national income as such was being greatly re
duced. So far as our urban and town population is concerned, it 
has therefore been the working class and those dependent upon 
them for support and patronage who have lost: And they, as we 
have seen, have suffered greatly. 

The ability of the owners of industry to thUs maintain their 
money incomes in the face of an unprecedented slump in business 
has, of course, been due to their policy of accumulating large 
reserves during the previous period of prosperity. The profits of 
industry were enormous during the years from 1923 to 1929. 
American corporations were, therefore, able not only to payout 
greatly increased amounts in dividends, but also to lay aside vast 
sums as surplus and for reserves. These nest-eggs have been 
adequate up to now to maintain the previous income of the own
ers despite the fact that the current net income of the corpora
tions themselves has of course appreciably decreased. 

Two comments can be made to all this. The first is that it is 
highly dangerous to society for such an inflation of profits to 
occur as did actually happen during the seven years from 1923 
to 1929 inclusive. For this great rise caused on the one hand the 
great speculative mania of those years which ultimately ruined 
so many as well as debasing our national standards in the mean
time. On the other hand, it led to the expansion of capital equip
ment at such a rate that the increased quantity of consumers' 
goods when finally turned out could only be sold at such greatly 
reduced prices as to help precipitate the depression itself. It 
would ultimately have been far better for America had the profits 
of these years been greatly reduced, whether by an increase in 
money wages or by a slow decrease in prices. 

The second moral which needs to be drawn is that it is mani
festly grossly inequitable that only the owners of industry, who 
need such protection the least, should be protected in this fasb
ion. The accumulation of reserves to stabilize the money incomes 
of the owning classes through bad times is in itself a perfectly 
correct policy. It has lessened the hardships which many small 
and middle class holders of property would otherwise have 
suffered from the cutting off of their incomes. By stabilizing their 
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incomes it has, at the same time, introduced an element of greater 
stability into the industrial system as a whole. What is wrong is 
rather that such reserves are not also created to protect the 
income of the most necessitous class, the wage and lower-salaried 
workers, when they are thrown out of work and are deprived of 
their current earnings. A society in which one class is so well 
protected and in which the other is scarcely protected at all can 
scarcely pretend to much fairness or to any appreciable degree 
of sense. Unemployment insurance would serve to build up a 
collective reserve fund for labor in much the same way that indi
vidual corporations have built up reserves for the owners of their 
securities. It is, therefore, cruel irony for members of the com
fortable classes whose own incomes have been appreciably 
stabilized by the reserve policies of corporations to object to the 
setting aside of similar reserves for labor. There is indeed but 
one feature more ironical, and that is the spectacle of people 
contributing small sums of money and cast-off clothing as charity 
to the unemployed and at the same time insisting that the latter 
should be protected from self-respecting insurance. 

The question as to how these reserves can be best provided is 
one which we shall consider in the chapters which are to follow. 

_ Since we have seen that the wages of a very large fraction of 
workers, even in good times, are insufficient to enable them to 
provide individually for such reserves, it would seem as though 
some ~ of pooled protection would be necessary. 



CHAPTER II 

SHOULD THE SYSTEM OF UNEMPLOYMENT INSUR
ANCE BE VOLUNTARY OR COMPULSORY? 

If the necessity for some type of insurance or reserves against 
unemployment is admitted to be necessary, as a rapidly increas
ing number of persons are now admitting that it is, the question 
immediately arises as to how and through what agencies this 
should be carried into effect. Perhaps the majority of thinking 
persons, including most employers, now believe that something 
should be done to provide more adequate and less humiliating 
protection for the unemployed. The vast majority of American 
business men, nevertheless, do not now want to be compelled by 
the state to institute unemployment insurance but desire rather 
to be left free to establish it or not as they deem best. It is urged 
by their spokesmen that this will be a happier solution than a 
mandatory measure since the employers will feel more interested 
in a plan which they themselves initiate than in one which is 
forced upon them. It is also implied that the employers can be 
trusted to establish such plans to the degree to which they are 
economically sound and that no further action by the state as 
such is needed. 

In view of the great human need and the pressing issues of 
industrial stability which are at stake, this preference of the 
employers for voluntary action should only be acceded to pro
vided it offers a clear and definite prospect that it will rather 
speedily provide protection for the great mass of workers upon 
as adequate and safe terms as those which would be furnished 
under compulsory action. The workers and society should not, in 
other words, be sacrificed to the desire of the employers for 
voluntary action, and this should be granted only if it does not 
interfere with the legitimate interests of the worker. To a con
sideration of these various points we now turn. 

31 
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I. Will the voluntary system come speedily to include any 
adequate number 0/ establishments I-A very comprehensive 
study of the extent and nature of voluntary insurance plans was 
puhlished by the Industrial Relations Counsellors in 1930.1 They 
found that in 1928 the three types of voluntary plans, namely, 
those initiated by individual employers, by trade unions, and by 
joint agreement between unions and employers, included the 
following number of workers:' 

I. Individual Company PIaDs............... 10. goo-
2. Trade Union Plans. . . . . . . . . . . . . . . . . . . . .. 34.700 
3. Joint Agreement Plans. . ................ 63.500 

Total ................................ 109.100 
• These are the oumbenemp1oyed. The aumbeD e1iIible far benefits were," we .hall .. , IOIDetrbat .... 

There were thus in 1928 only 109,000 workers who received any 
protection at all from organized systems of unemployment bene
fits. Since then to be sure, the General Electric Company" has 
established such a system which has been accepted in virtually 
all of its plants, and a group of employers in Rochester, New 
York,' employing approximately 27,000 workers have also volun
tarily initiated such a system. There have also been experiments 
in Fond du Lac, Wisconsin, and the National Association of 
Electrical Manufacturers, of which the General Electric Com
pany is the most important unit, has voted to establish in the 
future such a plan. There are not now, however, more than 
90,000 "workers who are employed by companies which have any 
formal system of unemployment insurance." If we add the joint 
plans and those of the trade unions, there would be in all proba-

'Bryce M. Stewart, U..e".~ B_fil. ;" lhe UIliUtl SIoIe •• lDdustrial 
ReJatio ... eow...uon, 1930, ,2, pp. 

'Ibid. pp. 85""94-
'Por a descriptioD of the GeueraI EIectri< plaD .... ReIDrl Df N..", YtJri C __ 

"""" D1I SlobililDliml Df Indwt.ry. pp. 8.-88 • 
• s.. E. B. PoIsom, PrDCUdhlcs '" AUIdeta, '" PDlMiul SdnIu (1931); aIoo. 

The RocIIesIn U-IID __ B_j1 """. iIIuod by the Rachal .. Chamber of 
Commera!. 

'TbeJe "'" of coune informaJ Iy!temI of hdpiDg the "orbn thrown _ of 
.. ollt througb DO fauJt of their ....... of _ ODe baa ouIy 10 _tiOD c:oDIJl8IIJ' 
gard<m, ....... aDd the poJicy of ..,.....m.c work. 
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bility not more than 200,000 workers who are now covered by 
all types of voluntary plans.8 

Now since there are approximately 3 I million wage and 
salaried workers in occupations other than agriculture who ,Deed 
such protection, it is apparent therefore that fifteen yeals of 
voluntary experimentation by the employersT has resulted in a 
coverage of only about two-thirds of one per cent of those ex
posed to such risks. While, as a statistician, I well realize the 
dangers of projecting a growth curve far into the future, the 
relative degree to which private initiative has met the need is 
perhaps clarified by the fact that at this rate 0/ growth it would 
require 2,000 years to cover the entire working population! This 
is certainly too slow a rate. The truth of the matter is, therefore, 
that while the examples of Dennison and Company, the Colum
bia Conserve Company, Procter and Gamble, Leeds and North
rup, etc., are frequently cited by both speakers and writers, their 
influence has not, on the whole, "taken" amongst their fellow 
enterprisers. There has been no appreciable movement to follow 
their example and these companies, like the Zeiss optical works 
in Germany and the Rowntree and Cadbury plants in England, 
remain more or less isolated experiments and are in no sense 
typical of the overwhelming mass of business. 

There is in fact good reason from the standpoint of individual 
management why the main mass of concerns. have not volun
tarily established unemployment insurance in the past and why 
they in general will not do so voluntarily in the future. For the 
adoption of unemployment insurance by anyone plant saddles 
it with an added money cost which its competitors do not experi
ence. It is, therefore, placed at a disadvantage in the fierce com
petitive struggle unless it is able to evoke by its action, such an 
amount of tangible good-will from its employees as will offset the 
apparent extra money cost. And even though such good-will 

• DuriDa the d ....... on a Dumber of UDioDS haw made levies upon their em
ployed mem ..... to belp thooo of their number who ore unemployed. It is im.,.... 
sible, bo __ • tD tabulate the Dum ..... coftftd and there is DO evideDc:e that these 
plans will continue once the pnoODt .......... cy II post. 

, The DeIlDisOD pIaD woo iDa_ted in ",6 and that of the CGlumbia C
Company In I",. 
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might be created, this is a venture of faith which the overwhelm
ing number of industrial managers find it impossible to make. 
Uncertainty as to the ultimate cost of any such system is at least 
an equal deterrent. The average manager, particularly in these 
days, is not certain what the future of his enterprise is likely 
to be and he is reluctant to make commitments which some future 
tum of events may render onerous. This is particularly the case 
in view of the experience of industry with voluntary old age 
pension and stock ownership plans. The pension plans have in 
general involved the companies which have established them in 
far greater expense than was originally contemplated. This has 
necessitated in numerous cases either a discontinuance of the 
scheme or such a serious modification of it as has inevitably 
aroused much ill will on the part of those employees whom it was 
originally designed to benefit." In a similar fashion, the practice 
of employee stock· ownership, which seemed so hopeful in the 
days of the. bult market era, has proved very costly to most 
firms. In those cases where the employee-owners have not been 
protected against loss by the companies a great deal of hostility 
has been created, while in those cases where the workers have 
been so protected, the expense has been very heavy. Having 
burned their financial fingers by two such policies which were 
originally warmly advocated, the main mass of employers will 
naturally move with exceeding caution in the matter of insur
ance against unemployment. 

It therefore seems idle to expect that any appreciable coverage 
of the workers will be effected by voluntary action on the part 
of the employers. The pioneers amongst this class have per
formed valuable service both in getting the public mind oriented 
to the problem and in accumulating a certain body of experience 
which will be valuable in any wider plan. But it would seem 
obvious that if the main mass of the workers who are affected by 
unemployment are to be protected, it must be by some form of 
mandatory action by the state whlch will make it obligatory upon 
industry to carry into effect such a system. Such also is the 

• See Luther Conant, An AMI,,;, of Industrial P,nsion Pia .... 
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opinion of the Industrial Relations Counsellors, a concern serving 
large business interests, which has declared:& 

It would seem that" wide coverage of unemployment insurance, even in so 
far ae it is an advantage to the individual business, will come only through 
legislation. Representatives of the company plan man.,gements consulted in 
this investigation have expressed an almost unanimous view that while prop
erly planned and administered schemee of unemployment insurance would be 
an aid to industry, their adoption would proceed slowly unless stimulated by 
legislation. 

It should, moreover, be emphasized that there will still be 
room for experimentation by management in providing addi
tional benefits above the minimum amounts prescribed in any 
state law. Miss Gilson, for example, in her study of British unem
ployment insurance found that thirteen British companies 
employing in all 62,000 eligible workers had installed by 1929 

such additional schemes!O This was then six times as many 
workers as were covered by voluntary company plans in this 
country and it is a slightly higher percentage of the total work
ing population there than are even now included in such com
pany plans on this side of the water. The absence of compulsory 
unemployment insurance in this country cannot, therefore, be 
said to have encouraged more voluntary initiative on the part of 
employers in furnishing such protection than has the compulsory 
system of Great Britain. 

2. Ca,. company plans be depended IIPO" to CO'llet' all 0/ their 
empl0'Yees'-In examining the various company plans, one 'can
not but be impressed with the fact that a considerable proportion 
of the workers employed by these companies do not come under 
the scope of these schemes. Thus the Columbia Conserve Com
pany, which bas probably a more advanced policy than that of 
any American company, has not been able to extend its protec
tion over the seasonal workers who are brought in for the peak 
period of canning. This is indeed the almost universal practice . 

• U_~ B_~ ill lAo U....., SIaIu, p ..... 
• Mary B. GiboD ancI B. 1. Rich ... -Bmployon' AdditiollAl UoempJoymmt 

BeneIIt Schemes ill Gnat BritaiD,- I ....... ,·,.., Lab_ Rnino (Much, 1930), 
pp. 348-<)4 ""d pp. 8'-9' of Miss GiboD'Is exceIlmt boot OIl U-Ilo,-" ,_
_ ill G_ lIriIaiIo. 
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Every company (with the exception of Brown and Bailey) which 
has installed such a plan has excluded those who have been 
employed by them for less than a given period of time and has 
confined the benefits to the more permanent workers. The 
periods required for eligibility have been as follows: 11 

Compooy 

Dennison Manufacturing Company ............. . 

Period of Em.I.,......,. llAlqulred 
for Elisibilit}r 

6 months 
Dutchess Bleachery.. .. . .. .. . . .. .. . . . . . .. . . . ... !2 months 
United Diamond Works.. . . .. . .. .. . . . . . . .. . . ... 6 months 
Crocker-McElwain. . . .. . . . .. .. . .. . . . . . . . . . . ... 5 yea", 
John A. Manning Paper Co.. .. . . .. . . .. . . . .. . ... !2 months 
S. C. Johnson and Son......................... 6 months 
Leeds and Northrup Co.. . . .. .. .. .. .. .. .. .. .. .. 3 months 
Procter and Gamble Co.. . . . . . . . . . . . . . . . . . . . . . . 6 months plus purchase of 

stock in company equal 
to one year's wages' 

American Cast Iron Pipe Co.. . . . .. . . . .. . . .. . . . . I year 
Brown and Bailey.. .. . .. .. . .. . . .. . . .. .. .. .. ... no period required 
Consolidated Water Power Co.. . . . . . . . . . . . . . . . . . I year 
General Electric Co.. .. .. . .. . .. .. . . .. . . .. . .. . .. I year 
Rochester PIan.. .. . . .. .. .. . .. .. . . .. . . .. . . .. . .. I year 

-The tam. upon which this stock i. bouUt Aft,Iaowever. made relatfw:1y.., for till ~ lit' 
reuon of it. c:ombiDatioa witb the 1011&' est.a.b1ilhed pr06t-sbarit1s plan of the compao,. 

It will thus be seen that the majority of workers now covered by 
. voluntary plans must be employed in the given concern for at 
least a year before they are eligible for benefits, while in the case 
of the Crocker-McElwain Company they must have been so 
employe!1 for five years. It is perfectly understandable why the 
companies should seek to limit their liability by not covering 
short-time and seasonal workers. The result, however, is to ex
clude a considerable fraction of the employees who are thus not 
provided for under company plans. In 1928, for example, the 
Industrial Relations Counsellors found that 8,500 or 78 per cent 
of the 10,900 employees in companies with voluntary plans were 
eligible for benefits.I ' The ineligible, therefore, comprised no less 
than 22 per cent of the total numbers employed. 

"See Stewart, 01. <iI. pp. 464-56.; Leu u_~. Relm b, Cowmm', 
c_...ww. ... u_~ P,ob~ for Slate of N"" ForI: (2<1 ed.). 1931. 
P·1I9· 

.. Stewart, 01. <iI. p. 96. 



VOLUNTARY OR COMPULSORY INSURANCE? 37 

Even though all the firms in the country were, therefore, 
voluntarily to establish their own plans for unemployment insur
ance (which they will not do) there would still be a very consid
erable fraction of the workers who, though employed in industry 
as a whole, would slip through the mesh of 1Iuch protection as 
the voluntary plans offered. - . 

3. How adequate llI'e the benefits under 'lJoluntary plans?
The company plans, for which statistics are available, paid out 
in unemployment benefits up to 1929 a total of only $330,000 
which represented only one-half of one per cent of their total 
pay-roll during the years in which the plans were in operation.'· 
It is probable indeed that the costs to the Industrial Relations 
Counsellors of studying the voluntary plans were greater than 
the actual amounts paid out under the company plans in 1928 
and quite possibly more than the sums paid out in both 1927 and 
1928." It cannot, therefore, be said that the companies have been 
able to provide up until the present sufficient protection to meet 
the full pressure of either extreme seasonal or cyclical unem
ployment. 

It should, moreover, be noted that some of the plans provide 
protection only for those employees who are considered to be 
"regular" workers. If because of a decline in business or tech
nical improvements it becomes necessary to reduce the working 
force of a company, the men who are thus permanently laid off 
necessarily tend to have a distinctly limited form of protection. 
Thus in the case of the distinctly liberal Dennison plan the 
workers who are dropped permanently because of lack of work 
are given two weeks' pay as a type of dismissal wage." This is, 
of course, more than that provided by most firms, but it is inade
quate protection against any prolonged period of technological 
or cyclical unemployment. The General Electric Company also 
distinctly limits the benefits to be received by their "discharged" 
workers and this latter term seems to include those permanently 

U Stewart, .,. dI. p. ,.1. The CODtributiOlll amounted 10 ., of I pel" cent of 
the pey-roU. 
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laid off because of lack of work as well as those dropped for 
personal inefficiency and insubordination. This is, therefore, an 
extremely vulnerable defect in most of the private plans. 

4. How ce,tain we the wat'ke" undu private plans that Fa
tection will be continued?-The contributions of the companies 
are regarded by them as gratuities which can be discontinued at 
their pleasure. Furthermore, if the experience under private 
pension plans is any guide, they would be so treated by the 
courts themselves. The workers have, therefore, little security 
that if, in the judgment of the management, the continuance of 
these plans sbould become financially inadvisable, they would not 
be stopped. Thus the plan of the Rockland Finishing Company 
was discontinued in I923 when the original fund created for this 
purpose was exhausted, while that of the American Cast Iron 
Pipe Company was stopped in I926. The Consolidated Water 
Power and Paper Company of WISCOnsin Rapids, Wisconsin, 
also discontinued its plan in I929 shortly after it had been 
launched. The Dutchess Bleachery Company, after falling on 
more adverse times, was compelled appreciably to restrict bene-

. fits in order to conserve its original fund which was rapidly 
sbrinking under the claims which were being made upon it and 
which could not, in the opinion of the management, be continued. 

Most of the company plans, moreover, do not isolate the 
reserves' against unemployment from their own resources and 
these, except where they are deposited under the care of 
separate trustees, are therefore not safeguarded against any 
sudden business reverse which may afIlict the company. 

Even for those included under the private plans, therefore, 
the protection tends to be assured only as long as the individual 
company remains solvent and only as long as financial conditions 
and the will of the management remain favorable. There is, 
therefore, not the degree of surety which a Inandatory system 
under state supervision would furnish.u 

-The \>ftSOIIl cIeprosoicm bas fur eampIe poatJy ....w-t the prot«tjoD '""" 
to the workers by thne _-.......... private plalll. Thus I .. informed that the 
__ of the ~ _ Northrup ~ is ezha ....... _ that DO 

beadiIs haw bem paid IiD<e JUDe of thio yrar. The fuDdo of the DamioOD _ 
fa<turiDc ~ _ of the ~ Bloadlay .... __ atrrmdy ...... 
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S. How adequate would be a system of individual savings 
reset'vesl-There is a distinct tendency on the part of many 
employers and insurance companies to favor a-program whereby 
the workers would build up, from compulsory savings during the 
periods in which they were employed, individual reserve accounts 
for the periods when they would lack a joh. Under such a system 
as this, an employer would deduct from the pay of all of his 
workers a given percentage of their earnings which would then 
be credited with such additions as he might make, to the indi
vidual account of each of his workers.11 These sums would then 
be administered by some such body as an insurance company 
and when a worker became unemployed he could then draw 
upon this account up to ~e total of accumulated principal and 
interest. This system of forced saving and individual reserves 
will, it is urged, remove the necessity for mandatory unemploy
ment insurance. 

Were the employers to make any appreciable contributions 
towards these reserves there would, however, be little more 
surety that they would voluntarily adopt such a policy than they 
would any program of insurance as such. And if the employers 
did not make any contribution and let the full load fall upon 
the individual worker, then the weight of relieving unemployment 
would be openly and completely shifted to the class which can 
least afford the burden. 

Furthermore, such a policy of building up individual reserves 
is the direct opposite of the principle of insurance. It would re
quire each person to accumulate an individual stake against the 
possibility that he would be unemployed. Many would become 
unemployed so relatively soon after they began to lay aside a 
reserve that their savings would be almost totally inadequate to 
meet their needs. Some, on the other hand, would not become 
unemployed at all and would in consequence be compelled to cut 
down their current income appreciably for a long period of time 
in order to meet a risk which never materialized. Such a method 
would seem therefore to be far more wasteful than that of 

ft'Jbe o~ or boDus eamiDp of the worbn mIcbt .... he added to 
Ibeoe ....... 
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insurance. Noone would propose that each person should accu
mulate an individual savings account to meet the potential loss 
which he might experience from fire. The system of pooled pro
tection which insurance affords greatly diminishes the amounts 
which each individual is compelled to lay aside and has proved 
superior as a method of meeting the risks attached to life and 
property. It is also superior as a method of meeting the risk of 
unemployment and it should not be side-tracked in favor of such 
an inferior method as individual reserve accounts. 

It may of course be argued that these other risks cannot be 
enhanced by the actions of the insured persons themselves, 
whereas unemployment can, and that therefore different treat
ment in the case of the latter is justified. In further support of 
this contention, it is urged that the worker will be far less likely 
to malinger if it is his own reserve upon which he draws than 
if he were paid from a central fund. But this contention ignores 
at least two vital considerations: (I) That although fire insur
ance, for example, does in many cases actually increase the fire 
hazard through the stimulation which it gives to arson, no one 
proposes to substitute individual savings accounts for it, and the 
same type of superiority which pooled accumulation has over 
individualized accounts inheres in unemployment insurance as in 
that of fire, although naturally not to the same degree.18 (2) 
That, as ',we shall see, regulations and machinery can be estab
lished which will minimize the danger of malingering and of 
people obtaining benefit who really do not want to work. 

6. Should we adopt the Ghent system of suhsidized fJoluntlll'Y 
insll!f'ance in preference to a mandatory plan?-It may be asked, 
however, whether the Ghent plan does not provide a substitute 
for the mandatory system. This, as is wen known, consists in the 
government's granting subsidies to voluntary associations which 
provide unemployment benefits. These subsidies are generally 
proportional to the benefits paid and are conditional both npon 
the associations themselves making liberal contnlmtions and 
observing certain standard rules and regu1ations. This system is 

• It will _ be to the oame d_ bec:aa!e a IargoI' JIOIUIIla8IO will be __ 
ployal thaD will have their ............ _ bumod. 
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now practised in a number of European countries, including 
Belgium,lO Czecboslovakia, nenmark,"· France, the Netherlands, 
and fourteen of the Swiss cantons.21 In these1:ountries there are 
now approximately three million-workers who are covered by 
such plans."" The system is financed by contributions from the 
employees and the state, wbile the employers (save for a trifling 
exception in Denmark) are exempted from any such payments. 
The only section of the workers who can in practice take advan
tage of these subsidies are those already organized in unions, 
and the protection does not, therefore, extend to the class which 
needs it most, namely, to the poorer paid and unorganized 
workers. 

The countries where such a system has chiefly flourished, 
namely, Belgium, the Netherlands, Denmark, and Czechoslo
vakia, are characterized by a high degree of unionization. Thus 
in Belgium, approximately one-half of the industrial workers be
long to unions, while in Denmark about 60 per cent are members 
of the unions. Although from 80 to 85 per cent of the trade 
unionists in these two countries are in tum insured in this 
voluntary fashion, the result is that only about 37 per cent of 
the total number of industrial workers are insured in Belgium, 
and only slightly more than one-half in Denmark. Miss Kiebel, 
as a result of her careful review of the Belgian experience, 
concludes: .. 

In view of the high ratio of public moneys in the total income, the ezperi
ence would seem to aBord a fair test of the forne of a subsidized voluntary BY'" 
tem to apR&d itself 0_ the wbole body of insurable workers.. To pin this 
objective, aome chaD&e will he neceaary and that, aa:ording to the ezperience 
of other nations, nes in the direction of compulsion. 

If the inability of a subsidized voluntary system to cover an 
adequate proportion of the employed workers has thus been 
demonstrated for such strongly unionized countries as these, 
the coverage in a country such as ours, where trade unionism is 

• See CoDoIaDce Itlehol, IT_-,,,,..... 1_ ill Bel,-. 193>. S09 JIll. 
- DoQIIu IDd DbKt .... r .. ,.,.".".. .llT_~. pp. 31S....,... 
• $pat. uul RabinOWl'tch, IT_~ 1_ ill SW'l'rl.', -76 JIll. 
·, ......... tis ... lAbow R ..... UUQU')'. 1931). P.l. 
-ltlebel, IT_-,,,,.... I_ ill U ...... P. a88. 
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weak, would be at best very much less. There are now not more 
than 3,400,000 organized unionists in this country and these 
comprise only about II per cent of the non-agricultural wage and 
salaried workers. Even if we exclude trade, the professions, etc., 
the remaining industries are only about one-sixth organized. 
Even if as large a percentage of the unionists were to go in for 
unemployment insurance here as in Belgium and Denmark, pro
tection would be given to not more than 10 per cent of those who 
are exposed to the dangers of unemployment and even then, the 
groups which would be insured would be among those who 
needed it least. 

But even this degree of coverage amongst the unionists would 
not in practice be attained. For American trade unions, in strik
ing contrast to their European counterparts, have shown, on the 
whole, little inclination to provide unemployment insurance for 
their members. In 1928 only about one per cent of the union 
members were included in trade union plans, and only about 
2 per cent in joint plans of unions and employers. Even though 
the adoption of the Ghent system would undoubtedly stimulate 
many unions which do not now have unemployment benefits to 
establish them, it is probably idle to hope that any such per
centage as the European unions would install such a program 
within any moderate length of time. We could not depend, there
fore, upon the union plans to cover even ten per -cent of those 
who work' for wages and salaries. 

Were the subsidies to be granted to employers' plans as well, 
the coverage might be somewhat extended. It is more than 
doubtful, however, whether even this aid would be sufficient to 
induce any large fraction of the American employers to install 
any such set of rules as the public would necessarily insist upon 
as a prerequisite for the granting of such subsidies by the state. 

There is moreover a further obstacle which needs to be COD

sidered. That is the fact that the Ghent system, if it is at all 
effective, necessarily imposes a rather heavy burden upon the 
states which must meet the expense of the subsidies. Since 
approximately two-thirds of the states do not have income taxes 
this would in all probability mean that the extra expenditure 
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would largely rest upon the holders of tangible real property and 
would be collected through the general property tax. Since agri
culture is already in an extremely depressed.. condition, it would 
be unfair to ask it heavily to subsidize urban industry. Certainly 
it would be futile to expect that many of our state legislatures, in 
which the farming regions now have a greatly disproportionate 
representation in terms of their relative population, would thus 
consent to taxing the farmers for the benefit of the cities. The 
Ghent plan is therefore as politically impracticable as it is so
cially undesirable. 

It would seem clear, therefore, that it will be necessary to 
adopt some form of mandatory system if the American workers 
are to be provided with adequate protection against unemploy
ment. It is this type of law which at present covers approxi
mately 36 mi1lions of workers in the countries of Great Britain, 
Germany, Italy, Poland, Austria, Ireland, nine Swiss cantons, 
and Queensland.'" The experience of all social insurance seems 
indeed to indicate that such compulsion is necessary if protection 
is to be generalized. But it should be made clear from the very 
outset that although state action is needed to set up such a sys
tem, it is not necessary that the state as such should administer 
it. This function can instead be confided to a more autonomous 
body. 

·'''',"",,1''''''' Lab_ R..n.w (January, 1931), p. 3. The Russian system, 
IncludiDa about 10 millioD work .... was thOD openti"" but It bas since hoOD ...... 
pODded beca .... of the 10 .. w1ume of UJIOIIlP\OymODt. 



CHAPTER III 

THE PROPER SCOPE OF UNEMPLOYMENT 
INSURANCE ACTS 

I. The ,.espective ,.oles of the state and tlQJional governments. 
-Under our constitution, which gives only delegated powers to 
the national government and which rests the residual powers with 
the states, the actual acts making unemployment insurance man
datory upon industry will in the main have to be passed by the 
states. But the national government need not and should not 
remain completely passive. It can instead function in at least 
four distinct directions. 

(I) It can make unemployment insurance directly mandatory 
upon certain industries and occupations which because they are 
involved in inter-state commerce are beyond the control of the 
individual states as such. Thus the railroads, ocean shipping, and 
,the motor bus, interstate telephone, telegraph, and ellpress busi
nesses are industries for the national and not the state govern
ments to regulate and control So too, if the decisions of the 
courts in workmen's compensation cases are any guide,' is long
shore work in ocean ports. If the workmen in these industries 
are to be furnished with insurance against unemployment, it will 
have to come, therefore, by action of the national government. 
Had unemployment insurance been proposed to the railway 
workers a few years ago, they would in all probability have re
jected it because of their belief that they were sufficiently pr~ 
tected by the custom of seniority. This practice of laying off men 
in the inverse order in which they have been hired seemed to 
give almost complete security to those who had held their job 
for even a year or two. It is true that there was a peripheral 
fringe of workers who were not protected and whom the exemp-

• Jr.icbrI>«br 1« Co. Y. S_. '53 u. s. 149; SUIU of W ......... Y. 
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tion of the railroads from the scope of mandatory insurance 
would have left in a comparatively worse position than similar 
workers in manufacturing .. But the main mass of the wOl'kers 
felt secure behind their seniority rights. The present depression 
coupled with the increase in the size of the average train on the 
one hand and the inroads made upon the railroads by the auto
mobiles and motor busses' on the other, has resulted in a dropping 
from employment of over 400,000 of the 1,500,000 workers who 
were formerly employed on the roads. Large numbers of men 
who fancied themselves so high on the list as to be beyond fear 
have found themselves out of a job and have learned that 
seniority was not enough. There ~ need, therefore, for unem
ployment insurance to protect those who may be thrown out of 
work because of seasonal, cyclical and technological causes.' 
There is consequently need for a system of federal unemployment 
insurance which will protect the workers in these and allied 
industries who would not come under state acts, and this need 
is particularly acute in the case of sailors' and longshoremen. 

(3) The national government should not, however, confine 
itself to merely providing insurance for industries which are 
outside state control. It should stimulate the states to take action 
and seek to introduce a minimum set of standards by providing 
a system of federal aid to those states which adopt unemployment 
insurance. This is needed in order that the protection afforded 
by insurance may be generalized as speedily as possible. This 
generalization of insurance will be difficult to obtain under our 
federal form of government where the initiative in actually 
passing legislation must rest with the states. The fear of inter
state competition and of placing the industries of one state at a 
competitive disadvantage with those of the rest of the country 
will operate to hold back the legislatures of even the more pro
gressive states. In this way, the lethargy of the less socially 
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conscious states serves to restrain the movement in the more 
advanced and greatly to slacken the pace of progress. 

It has been the experience of virtually all federal countries, 
such as our own, that federal grants-in-aid from the national 
government to the state units greatly speeds up the process and 
leads to much swifter action on the part of the states. The 
federal grant is made conditional upon some proportionate and 
appreciable contributions by the states. By making appropria
tions of their own for these purposes they receive additional 
federal funds. The way in which state action has thus been 
stimulated is well evidenced by the history of our federal grants
in-aid during the past two decades." Federal aid for road build
ing was the chief stimulative force in the good roads movement 
which has tinally dug America out of the mud and has built up 
an excellent system of interconnected highways. Federal aid for 
agricultural education has been responsible for the almost uni
versal adoption of the county agent system, and similar aid for 
vocational education has caused large numbers of states to pass 
compulsory continuation school laws and to adopt other methods 
of industrial education. Federal aid for the prevention of forest 
tires has been the moving force in obtaining widespread state 
cooperation in guarding our forests and thus preserving our 
watersheds. Federal grants have also aided in the flood control 
work along the Mississippi and Sacramento Rivers, in stimulat
ing the states to activity in the prevention of venereal disease, 
in promoting the health care of mothers and infants, and in 
making the state units of our National Guard much more effi
cient. 

Similarly in Canada, the aid of the Dominion Government 
hastened the process of setting up a federated system of public 
employment offices and has led to the rapid growth of provincial 
systems of old age pensions. Finally, in Switzerland, a federal 
country where the residual powers as in the United States rest 
in the states or cantons, the adoption of compulsory unemploy-
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ment insurance has been greatly facilitated and hastened by the 
provision of federal aid. G There is every reason to believe, there
fore, that similar action in the United States would result in a 
like extension of protection agaiI!st unemployment. A more ex
tended discussion of the problems of federal aid will be given in 
Chapter VI, when we shall discuss the sources of the funds to 
finance any such system. 

(3) A third form which future action might take would be 
for the national government to exempt from taxation, as Senator 
Wagner has proposed, the income of corporations which is de
voted to the payment of unemployment insurance premiums or 
benefits. 

(4) A final way in which the federal government can ulti
mately function is in helping to make provision for those workers 
who because of inter-state migration find it impossible to qualify 
under state laws. The state laws will necessarily require prior 
periods of employment and residence in their particular states. 
This will disqualify many migratory workers and those who have 
acquired eligibility elsewhere. The problem of transferring eligi
bility from the accounts of one state to another will be difficult 
enough at best, but it can probably only be effected by some type 
of federal arrangement whereby certain sums will be provided 
for this purpose, together with the provision of machinery 
whereby the work and insurance records of the claimant's ex
perience in other states may be put at the disposal of the admin
istrative officers in the state where he is unemployed. Such a 
coordination of the insurance systems of the various states is 
clearly, however, one which need not and will not be-taken until 
a very large proportion of the states have already adopted man
datory insurance laws. It is a capstone to and not a foundation 
stone of the insurance structure. 

2. Wial ocCtlpalioJJS slwvld be covered 6y t1l8 statl! tlCts?
Since the majority of the workers will have to be protected by 
state acts or not at all, the question of what occupations should 

'See tho ezteIIeDt deoaiptioa of tho SwIos system In Spates aDd RabiDovitcb: 
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be included or excluded in the state measures is of vital impor
tance. It is in general terms desirable to frame the acts so that 
only the occupations specifically mentioned shall be excluded 
and so that all others will be presumed to be included. To a 
consideration of what these exempted occupations should be we 
now tum. 

(I) Agriculture. It will probably be both advisable and neces
sary for political reasons to exempt agriculture. For if it were to 
be included in the draft of any such bill, the farming interests 
would almost certainly prevent its passage whereas they might 
be willing to grant such protection to the industrial wage earners 
provided that it cost them nothing to do so. It is well to be a 
realist in such matters, and to recognize the nature of economic 
and political forces. The owners of industry will tend overwhelm
ingly to oppose any such measure to an even greater degree than 
that by which they originally opposed the passage of the work
men's compensation laws. Their opposition can in time be over
come if they stand alone, but if they are able to unite the farm
ers with them, constructive action is h1r.ely to be indefinitely 
delayed. The exemption of agriculture is therefore virtually a 
political prerequisite for the inclusion of industry and one would 
-be foolish indeed to press for a complete theoretical inclusion of 
all workers if the almost inevitable result would be the failure 
to include any. This exemption is all the more necessary in view 
of the oyer-representation as compared with relative population 
which the farming regions enjoy in the legislatures of most of 
our industrial states. 

Nor does such a compromise involve any appreciable sacrifice 
of principle. The number of bona fide agricultural wage earners, 
aside from members of farm owners' families, does not exceed six 
per cent of the gainfully occupied." Employment is, moreover, 
relatively steady for those who are employed on a year-round 
basis, while the administrative difficulties would be extremely 
great in the case of seasonal laborers hired during the harvest 

·By the preIimiDuy liguns'" the "_ c- the qriadtUDI ..... amen 
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season by a number of perhaps widely distributed employers. 
It must be confessed, however, that some hardship would be 
occasioned by the failure to include those agricultural laborers 
who will be displaced because of the failure of demand to respond 
proportionately to the great increases in per capita productivity 
which are now taking place. 

(2) Domestic service. Most of the European laws, as well as 
that of Wisconsin, exempt this occupation as well. Here again 
the reasons are in the main political and administrative. One 
solution would be: (a) to exempt domestic service in private 
households, but (b) to include those employed in commercial 
establishments such as hotels, restaurants, laundries, etc. This 
can be justified not only on grounds of expediency but also be
cause there tends normally to be a relative scarcity rather than 
a surplus of domestic help. Unemployment, therefore, save in 
periods of great depression, is relatively slight among this class. 

Once unemployment insurance becomes well-established and 
the initial opposition dies down, it may well be possible to extend 
the protection of the law to domestic servants as well as to those 
in industry but it would seem inadvisable to multiply the oppo
nents of the measure during the early stages of the act and 
thereby to lose protection for the classes which need it most.' 

It is possible that a compromise which would protect some 
household employees might be worked out even initially which 
would include all persons employed in households where there 
were more than two full-time employees. If the same provision 
were also applied to all the included occupations, there would be 
no discrimination practised against the domestic employees. 

(3) BOfN(J Of' co,"rac' workers. It is imposs1ole to determine 
whether those who work in their homes on work put out to 
them are in fact unemployed or the degree to which they are 
partially employed. Since evasion is in such cases so extraordi-

• It should be Doled, m ......... , that botll the farm laborers uul the household 
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'narily easy, it would, therefore, be wise to exclude this class of 
workers from the operation of the act. 

(4) Governmental officials. The Wisconsin Act wisely ex
cludes all elected and appointed public officers and all those em
ployed by a governmental unit on an annual salary basis. All 
teachers hired for the regular term by a public or private school, 
college, or univer$ity are also excluded from the scope of the 
measure. This seems a sound measure which should be gener
ally copied. 

(5) Avowed part-time workers. There are some, particularly 
women, who wish to be employed for only a few hours per day 
or per week. Such persons as these are only casual and incidental 
members of the real labor supply and do not need or deserve 
the same protection as those who are fully dependent upon indus
try for employment. It would be well, therefore, to provide that 
those who register at a public employment office for less than 
half-time work should not fall under the act. In other words, 
those who are normally involved in industry for at least half of 
the standard working hours should come under unemployment 
insurance, but this should not be the case for those who have 
more than one leg in the home. 

Aside from the excluded industries and workers an act should, 
therefore, include manufacturing, construction, mining, intra
state transportation, the utilities, trade, amusements, and domes
tic and personal services conducted for commercial sale. 

3. ShoUld all establishments be included Of' only those above 
a given rizel-There are two principles which frequently con
flict with each other in the framing of an unemployment insur
ance act. The first is the desire to protect adequately as many 
of those employed in industry as possible, while the second is 
the desire to make the system such that it can be administered 
without too great friction and cumbersomeness. All workers in 
small establishments as well as large are exposed to the danger 
of unemployment and need protection. On the other hand, it is 
much more difficult to collect contributions from small than from 
large employers. The small establishment is hard to locate and 
the employer can escape without detection for much longer than 
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the larger employer who is singled out by the very size of his 
plant. 

Since the administration of the act will be difficult enough at 
best during the early stages of the measure, it is desirable to 
decrease the nuinber of vexing problems during the inItial years 
as much as is possible and consistent. It would seem wiser, there
fore, to limit the scope of the measure for the first two or three 
years of the act to establishments which employ three or more 
workers and thus to exclude temporarily the one and the two 
man establishments. This will appreciably lighten the administra
tive load and at the same time not disqualify any large per
centage of the workers. The initial act should, however, provide 
for an automatic extension of the system to all establishments 
after a period of not more than three years has elapsed. 

4. To what degree should salaried workers be includedl-The 
lower paid salaried employees as well as the manual workers 
need protection against unemployment. The question simply is 
how far up the scale this protection should extend. The present 
depression has thrown so many of the white-collared group out 
of their jobs and they have found their own resources so inade
quate that there is justification for extending the upper limits 
beyond those which would have been thought advisable a few 
years ago. It would seem advisable, therefore, to include those 
salaried workers who receive less than $60 a week. This would 
not only protect the clerks, stenographers, etc., but also the lower 
group of executives. Beyond this point it may be presumed that 
the individual should rely upon his savings. 

5. Wha' sllould be ,he age groups cOlJered'-It has been 
shown by the English experience that the risk of unemployment 
tends to increase after maturity with age and that this is par
ticularly the case after the 45th year has passed. It is especially 
heavy for those over 60 or 65 years of age. It is probable that 
a considerable percentage of those over the latter age, as well as 
some below it, are unable to obtain employment because they 
in fact are unable to perform it. As such, they should not be 
included in any strict classification of the unemployed since this 
should comprise only those who are able to work as well as 
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those who are unsuccessfully seeking employment. Such persons 
who are disabled because of old age or infirmity should be pro
tected by old age pensions and annuities or by invalidity insur
ance. They should not be made a charge upon the unemployment 
insurance funds themselves. For this reason, therefore, I would 
favor fixing the maximum age for those covered by unemploy
ment insurance at 6 S years. 

It should be frankly admitted, however, that this creates a 
serious gap since at present most states do not have any old age 
pension laws at all, and since those that do almost uniformly fix 
70 rather than 6S years as the minimum age for eligibility. But 
this should not make us load unemployment insurance with a 
burden which does not rightly belong to it. We should rather 
seek to perfect our system of old age pensions or insurance to 
cover such cases. 

In so far as the lower age limits are concerned, it is desirable 
. to have these coincide with the minimum age for entering indus
try and for the age at which children can legally leave school. 
The extension of unemployment insurance to these juveniles can, 
moreover, be used to induce them to seek placement through the 
public exchanges and to receive vocational and other training 
during their periods of unemployment. One of the most dis
. tressing features of the present depression is the way in which 
tens of thousands of boys have been forced by economic pressure 
to take to the road.s Under a proper system of unemployment 
insurance, these boys and girls as well could be kept at home and 
furnished with training which would make them more rather 
than less fit to face the world. 

6. Should seasonol t,ades be included/"-It is sometimes 
urged that unemployment insurance should not be applied to 
trades which are seasonal in their nature. The main objections 
which are raised against the inclusion of these trades are: (J) 
That the seasonal workers tend already to be compensated for 
their periodically recurring unemployment by higher wage rates 
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when they are employed. To pay them unemployment benefits 
from sources other than their wages is therefore in reality to 
compensate them doubly for the same loss. (2) That the distri
bution of benefits will tend to mean that the ~orkers will receive 
back again each year the money which they previously paid in, 
and that there will be little or no redistribution of these sumi; 
between individuals. Instead of such a system, therefore, being 
insurance, it is urged that it is merely a form of compulsory 
saving in which the workers are solemnly handed back that 
which they have previously paid in. It is indeed inferior to saving 
since the cost of administration is necessarily deducted from 
the contributions instead of interest being added. (3) That in 
practice the sums available will be exhausted for the payment 
of seasonal benefits leaving little or nothing for the far more 
serious inroads made by cyclical unemployment or occupational 
displacement. 

These points are weighty and deserve close attention. The 
first criticism is really based upon the tacit assumption that the 
parties to the wage contract can foresee the future perfectly and 
are approximately equal in bargaining strength. Under such con
ditions there will be an addition to the hourly wage rate sufficient 
to compensate the workers on the average for the greater amount 
of unemployment in their trades than in society as a whole. That 
some such allowance is made in such industries as building, 
mining, and clothing is undeniable but it is more than doubtful 
whether such allowances are adequate for the general class of 
unskilled or semi-skilled workers whose employment fluctuates 
with the weather. 

It should also be borne in mind that the incidence 'of seasonal 
fluctuation is in general not distributed evenly over a working 
force in the form of reduced employment for all, but commonly 
affects individual workers to a very differing degree. It is true 
that in the unionized branches of the men's clothing industry 
where there is equal division of slack work, unemployment insur
ance means the repayment to each individual in a given trade 
group of equal amounts. But this would not be so in other indus
tries where such sharing of lost time does not exist. For in an 
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industry where annually ten weeks are lost on the average during 
years of "good" trade, some men will be employed steadily 
throughout the year, some will be unemployed for less than the 
average, while others will be unemployed for fifteen and perhaps 
even for twenty-five weeks. The payment of unemployment bene
fits will not, therefore, be a return, to each individual of what 
he has previously paid in or of increases which the employer 
might just as well have added to the hourly rate. It will instead 
be a redistribution of the amounts contributed by the group as 
a whole to the individuals who have suffered most. 

Incidentally, the fact that seasonal unemployment is in gen
eral distributed unevenly is proof that the addition which is 
supposedly made for it to the daily wage does not protect those 
who suffer most. For since the precise individuals who are to be 
laid off cannot he known in advance, any loading which takes 
place must be in the form of an average addition to the base 
rate. This means that those who experience less than the average 
amount of seasonal unemployment will be overpaid. But this 
cannot compensate the workers who would suffer more than 
the average. For the excess payments which they receive while 
they are employed will not, on the most generous assumption, 
be adequate to meet the wage loss they experience from seasonaI 
'unemployment. The assumed wage premium for irregular em
ployment is, therefore, as great a violation of the principle of 
insurance as was the bed of Procrustes of domestic comfort. It 
needs to be replaced by a system which will graduate the benefits 
in some ratio to the loss. 

Unemployment insurance alone can do this. If it is provided, 
the same forces, moreover, which are relied upon in its absence 
to increase the basic wage by a loading for average seasonaI 
unemployment would seem also to operate for the removal of 
the average premium, and hence for the diuppearance of any 
gross double payment for the same loss. 

The above discussion would seem to indicate the desirability 
of including seasonal trades in any insurance system. There are, 
in addition, two further reasons. It is not easy to identify the 
precise industries which should be included in any category of 



SCOPE OF UNEMPLOYMENT INSURANCE ACTS SS 

seasonal occupations. Such a characteristic is more or less a 
matter of degree and while we have excellent guides in the studies 
of seasonal fluctuation which have been made by Dewhurst,'O 
Bursk," and Miss Joy,'2 it would probably be inadvisable for 
the "coarse thumb and finger" of our legislatures to single out 
the specific groups for exemption. For in such a process, mis
takes would almost inevitably be made and certainly not all of 
the seasonal industries would be exempted. There would there
fore be substantial irregularity in the treatment of workers in 
different industries whose conditions might be closely similar. 

Far more important than the above is, however, the fact that 
workers in seasonal industries suffer also from other than sea
sonal causes of unemployment. For while it is true that the most 
markedly seasonal industries in the field of manufacturing are 
those producing non-standardized consumers' goods, and that 
these are less affected by cyclical depressions than are those pro
ducing capital goods, it is nevertheless true that the business 
cycle causes appreciable hardship even here. Certainly building, 
which is one of the most seasonal of industries, also experiences 
great cyclical fluctuation, as do automobiles as well. The cyclical 
decline in the heavy industries and in railway traffic also de
creases the demand for and the production of coal. 

Many seasonal industries, moreover, are experiencing a con
traction of their working forces because of technical or mana
gerial changes, or because of shifts in consumers' demand. This 
is most clearly the case in the coal mining and clothing industries 
where the numbers employed have materially diminished. In such 
cases many workers are squeezed out of industries who suffer 
considerable periods of unemployment before they are able to 
find employment in other lines. 

To exclude the so-called "seasonal industries" from insurance 
would, therefore, be to make the unsound assumption that the 
only causes for unemployment in them are seasonal fluctuations, 
and would deny all protection to those who within these indus-
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tries suffer from technological and cyclical unemployment as well. 
This would be throwing the baby out with the bath with a venge
ance. It would seem apparent, therefore, that industries or trades 
should not be excluded as such because they may have markedly 
seasonal fluctuations. 

A better way of grappling with the problem in my opinion 
would be the imposition of a longer waiting period for the pro
nouncedly seasonal trades than for the main mass of industries. 
In this way those who are unemployed because of seasonal fac
tors for more than the average amount will be protected as will 
also those thrown out of work from cyclical and technological 
causes. At the same time, those who are unemployed for appreci
ably less than the average will not receive a double payment (to 
the extent that other classes in the community help to bear the 
cost of the benefits) during the initial years. Such a limitation 
has been used in Germanyla for the pronouncedly seasonal trades 
and has much to commend it. It would probably be unwise for 
the act setting up the system of unemployment insurance to 
specify the particular industries to which the longer waiting 
periods should be applied or to layout the precise length of these 
periods. Such matters should rather be left to the administrative 
body in charge of the act, subject to certain cautions fixing the 
maximum waiting period which could be required. 

"Mollie Ray CarroD, Unemplo",..,., I_ana ill C.,._, (od eel.). pp. 
98-IOI. aDd Reporl 0' tile Advisory Commission Appoi1ll.d b, tile FederoJ Cw
~ aDd publisheel aDd translated by !be Brili!h Minimy of Labour UIIdor 
!be title, Tho U""",plo,- hobkm j" C......a",. pp. 88-91. 



CHAPTER IV 

THE CONPITIONS OF ELIGIBILITY FOR BENEFIT 

I. The period oj prior emplo"ment.-Since the term "unem
ployment" can properly be applied only to those who are cus
tomarily employed, some prior period of employment must be 
required before the employees out of work can legally claim 
unemployment benefits. This period should be long enough to 
exclude workers who enter industry for only one season a year 
but who are not primarily members of the permanent labor sup
ply. For this reason, therefore, a requirement of 26 weeks prior 
employment in the two preceding years is hardly adequate, since 
this could, for example, be fulfilled by juveniles, married women, 
and old people who bad entered industry as one-season workers 
in two successive years but had voluntarily withdrawn to their 
homes when the season was over. Such persons should not legi
timately be entitled to unemployment benefits. It would be better, 
therefore, to require a total of 36 weeks of employment during 
the two years preceding the period of unemployment, or, of 22 

weeks in the immediately preceding year. It should also be speci
fied that only time spent in occupations covered by the act will 
be credited. 

A further problem which arises is whether a residence require
ment in the given state is to be imposed in addition to the period 
of prior employment. If only 20 weeks of prior ell)ployment in 
the preceding year were required, there would be some danger 
of more or less casual workers drifting into the states which 
pioneered with such legislation and obtaining from one employer 
or another the necessary number of weeks required for eligibility. 
The pioneering states would thus have saddled upon them the 
load of maintaining a part of the labor reserves which formerly 
served other states and would thus be loaded with both a labor 
supply and an ezpense which would not be properly theirs. While 

51 
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ultimately the labor reserve for the entire country should be 
taken care of, this cannot be allowed to rest on the few states 
which lead the movement. As a necessary means of self-protec
tion, therefore, the state laws should initially require, as in Wis
consin, that the applicant should also have resided for at least 
two years in the state in which he is making application.1 As 
the system becomes universalized through its adoption by other 
states and the danger of attracting excess supplies of labor is 
correspondingly reduced, this residence requirement can be les
sened and as a qualification which is distinct from the period of 
prior employment in the state, can be removed. The Federal 
government, as we have pointed out, can also ultimately play a 
part by enabling the states through subsidies to pay benefits to 
claimants who, though unable to satisfy the residence and work 
requirements within that particular state, have nevertheless ade
quate credits in the form of residence and employment in other 
states. 

2. The problem of married women.-Some very ticklish prob
lems arise in the case of married women. Women who are and 
will be customarily employed in industry should of course be 
compensated for unemployment irrespective of whether or not 
they are married. But there would seem to be no legitimate claim 
for benefit in the two following cases: 

(a) Where a married woman customarily supported by her 
husband's earnings entered industry for a brief period of time 
in order to meet some temporary emergency and after having 
acquired eligibility under the act, then retired to strictly family 
life. Such a person would not in fact be at that time a member 
of the real army of potential wage-workers and should not, there
fore, be a charge upon industry. Many of these claims could be 
weeded out by the officials if in their judgment, these women 
refused "suitable employment." But since such oflicers naturally 
tend to be somewhat h1>eral in the standards which they impose 
on women with families, some added administrative power would 
seem from the British experience, to be necessary. 

(b) Where a woman who was a genuine member of the labor 

• 5e<tiou 1c8.G4, puapaph 8. 
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supply marries and upon leaving industry claims unemployment 
benefit although she in fact does not wish to continue in employ. 
ment. Such a case becomes especialIy plausible where the woman 
upon marriage moves to a new locality where there are not many 
openings in her former line of work, and where, though ·she is 
ostensibly seeking work, it is iii reality almost i1npossible for 
her to be so placed. 

The passage of the Anomalies Act by the Labour Government 
in Great Britain and its enforcement by the judicial committees 
attached to the employment offices has disclosed a large number 
of abuses in the case of married women who were drawing bene
fits. Somewhere around I50,000 were dropped from the benefit 
roll as a result of this combing out and while the tests were per.· 
haps too severe in some cases, the fact that apparently the ma
jority of the women who were so dropped did not take the trouble 
to re-register for employment at the free public labor exchanges 
seems to furnish sufficient proof that these, at least, were not 
genuinely seeking work. While most of the difficulties in England 
arose from the fact that the requisite period of prior contribu
tions had been greatly reduced because of the depression to one 
of only 8 weeks in the two preceding years, or 30 weeks through
out the past history of the claimant, it is still true that some such 
cases would arise even with the requirement which has been 
suggested of 36 weeks in the two preceding years or of 22 weeks 
in the last year. It would be well, therefore, to give the admin
istrative authorities specific power to deal with such cases of 
married women and to exclude them if they really were no longer 
genuine members of the labor supply, and were not actua1Iy 
seeking employment. This power should not, however, be used 
as a cloak to discriminate against married women who are 60fUJ 
{ida seekers for work. 

3. Strikes and lockouls.-It is the purpose of unemployment 
insurance to protect the worker against involuntary unemploy
ment. When men go out on strike, whatever may be the merits 
of their action, they cannot be said to be unemployed against 
their will. It is, on the contrary, by their own will that they 
collectively leave work. For this reason, therefore, workers who 
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are on strike are ineligible for benefits in virtually every unem
ployment insurance system in the world, with the exception of 
the Belgian National Emergency Fund.' 

If the sole test of unemployment is its involuntary character, 
it might well be argued that though the workers who were out 
on strike should be disqualified, that those thrown out of a job 
by means of an employer's lockout should be eligible. On the face 
of it, a lockout seems to be initiated solely by the employer and 
to be an act over which the workers themselves have no control. 
"Why then," it will be queried, "should not the workers receive 
benefits if the employer in a fit of anger shuts down his plant 
just as they do when in a fit of despondency over the low volume 
of business the employer closes his works." 

But the apparent logic of this position is greatly shattered 
when one begins to investigate the actual difference between a 
strike and a lockout. There is in life no such sharp distinction 
between the two as their formal definitions would lead one to 
believe. Many lockouts occur simply because the employer knows 
that a strike is coming and gets there first. Similarly some strikes 
are waged because the workers are aware that if they do not do 
so, the employer will lock them out and they in consequence 
walk out in order to preserve the psychic value of attack. It 
would, therefore, in practise be about as difficult for an adminis
trative body to determine which of the parties to an industrial 
conflict actually took the aggressive as it is for the body of 
world opinion to decide which of two sets of national combatants 
in war is gwty of "offensive" war and which is merely fighting 
a "defensive" war. Since we have not yet declared either inter
nationally or internally that the party which will not submit the 
dispute to arbitration is to be judged the aggressor with all the 
implication in the direction of compulsory arbitration which 
this necessarily brings, we can therefore in practice hardly dis
tinguish between the strike and tbe lockout. Under tbe circum
stances, therefore, the most sensible policy to follow would seem 

• F ... the very mteresting situatioD by which 1UIder Socialist impetus this f1md 
has iDdud<d _ IIIId _uo, ..., ItidIeI, U_~ 1_",," ;" Bel,;-, 
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to be a refusal to pay benefits for workers directly thrown out of 
work whether because of strikes or lockouts. In this way, the 
state as such would observe a formal neutrality in the case of 
strikes and lockouts. This is about all that a nation can do in 
internal conflicts in the absence of compulsory arbitratipn. If 
we are to be true to the tradition that the state as such should be 
"classless" when disputes occur between conflicting internal 
groups, it would also follow that it should keep from supporting 
either side when strikes or lockouts develop. The workers can, 
and if they are wise will, build up reserves to provide strike and 
lockout· benefits when these are needed, but it would not seem 
any part of the function of the state to provide these for them 
out of funds which are designed for the purpose of aiding them 
against the impersonal forces of cyclical, seasonal, technological, 
and casual unemployment 

It should, however, be emphasized and constantly be borne in 
mind that this principle of neutrality by the state in the matter 
of denying benefits to those who strike or are locked out, de
mands in a reciprocal fashion that the state similarly should not 
play into the hands of the employers by requiring workers who 
are in receipt of benefits to take the jobs temporarily vacated by 
strikers and those locked out, on penalty that the unemployed 
shall lose their insurance benefits if they do not accept such open
ings. Neutrality in one direction should, therefore, carry with it 
neutrality in the other." 

A knotty problem which arises in connection with the rule dis
qualifying those out on strike from benefits arises in the case of 
workers who though themselves not out on strike are neverthe
less thrown out of work because of a strike or lockout in an inter
connected trade or industry. Thus the strike of the stationary 
engineers in a factory will frequently close the factory because 
of the shutting off of power, while a prolonged coal strike by 
reducing the available reserves of coal will sometimes compel 
some industries either to cease or run on part-time. It might be 

• The lllate mlchl properly ... __ farther ud cIecIare that • worker should DOl 
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thought that in such instances the workers should automatically 
be compensated for their loss of time because the causes seem 
to lie so far outside any possible control which they might exert. 
There are cases, however, where the workers in a plant would 
profit from having one of the crucial sections go out on strike 
and by thus tying up the plant ultimately obtain better conditions 
for all. In such a situation, the workers in the sections which are 
thrown out of work by the interruption of production may sur
reptitiously give their aid to those who are formally out on strike 
by contributing to pay them strike benefits. The payment of 
unemployment benefits to these workers might under such cir
cumstances very well lead to a considerable proportion of the 
benefits being thus diverted to aid the strikers themselves and 
thus prolong the struggle. It would seem wise, therefore, not to 
pay the benefits to those who, thrown out of work by a strike, 
would directly and proximately profit from it. This in practice 
would mean that workers in the same factory and perhaps for 
the same company would under some circumstances be disbarred 
from receiving benefits. It would be very rare, however, that the 
workers in one industry would lose their benefits because of their 
close connections with those who were out on strike in another 
industry. 

4. The effect oj the c01lditions undu which the last employ
ment was terminated upon eligibility jor beneftts.-There are 
three main ways in which a worker may lose his job, namely: 
(I) by 1&y-off. This is where, though a worker's services have 
been satisfactory, he is nevertheless dropped from employment 
because of a decline in business which necessitates the employ
ment of fewer men. (2) By voluntary separation. This is where 
a worker leaves his employment although he would still be em
ployed were he to stay. (3) By discharge. This is where the 
worker is adjudged unsatisfactory by the management for one 
reason or another and is accordingly dropped from employment 
although there is still need for a workman in the given position. 

If the employee loses his job for the first of these reasons, 
which by its very nature involves no fault of his own, it is only 
proper that he should be compensated during his sllcceeding 
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period of unemployment. The case is different, however, in the 
other two sets of circumstances. If he left his job without just 
cause then it cannot be said that his unemployment is purely 
involuntary. Similarly, if he were dismissed for a proper cause, 
he would at the very least be largely at fault. To pay unemploy
ment benefits to these last two groups would, therefore, be to 
compensate them for a loss of time which in its origin at least 
was due to their initiative or fault. It would also weaken disci
pline within the workshop and would stimulate workmen to throw 
up their jobs without giving them a fair trial. 

For all these reasons, therefore, some penalty should be ap
plied to those who are justly discharged or who quit without just 
cause. The English system imposes a maximuni disqualification 
of only six weeks in such cases, and the actual period may of 
course be very much less than this. The German maximum in 
turn is only four weeks. These seem to me to be quite inadequate 
penalties. While I would not favor permanent disqualification 
in all such cases, as is provided under the Wisconsin Act, it would 
nevertheless be well to provide far more stringent measures than 
are contained in the German and British laws. I would suggest, 
therefore, that a minimum disqualification for benefit should be 
imposed, in addition to the waiting period, of six weeks or a total 
of eight weeks and to prevent possible victimization of claimants, 
a maximum of twelve weeks. 

These disqualifications should not of course apply to those 
who left their positions on adequate moral and hygienic grounds 
or for grave family reasons, nor to those who were unjustly dis
charged. The decisions of the umpires under the British Act have 
worked out with a great deal of precision the forms which a 
"just" cause for leaving a job may take and what are proper and 
improper grounds for discharge.' While this industrial common 
law should not be taken over bodily by the authorities who will 
administer our acts, it can at least furoish a basis for the de
cisions of our administrative authorities. 

Industrialists who might at first thought take fright at the 

• See the voIlUD01 of the Dt<isioAr Giwa ., .... u.,.., B. II. Stationer)' 
Ofli<e, LoDdOll. 



64 STANI?ARDS O:&I~EMPLOYMENT INSURANCE 

prospect of creating outside machinery to decide whether a given 
discharge is justifiable should remember, however, that such 
bodies as these would have absolutely no power to compel them 
to take back the discharged workmen but would merely pass on 
the question as to whether the workmen in question should be 
disqualified from receiving unemployment benefits and if so, for 
how long. 

If the premiums of the employers are graduated in some fash
ion according to the relative amount of unemployment among 
their employees, there will be a natural tendency on their part 
to allege that men who have been in reality laid off for lack of 
work were instead discharged for inefficiency or insubordination. 
It will be necessary to review such cases in order to prevent 
abuses such as these and to protect the workers against any 
possible deliberate victimization. In deciding whether the separa
tion was indeed a "lay-off" or a "discharge" the administrative 
authorities can and should avail themselves of a very simple 
test, namely: did the employers try to fill the position of the 
worker? If they did, then support is lent to the claim that the 
worker was discharged. If they did not, and if the size of the 
working force was allowed to decline, then the presumption 
would be that the separation was a "lay-off" and hence was com-

. pensable. The reviewing authorities should, therefore, watch 
very closely the relative size of the working force of an estab
lishment and of the efforts made by the latter to maintain it. 

5. The waiting period.-A waiting period should be imposed 
in order'· to lessen administrative difficulties, permit the investiga
tion of the statements of the claimants, and prevent the diffusion 
of funds upon cases where both the loss and the need is com
paratively slight. During the first years of the measure it would 
probably be safer to make this general period at least two weeks 
or I2 working days." By the use of such a waiting period as this, 
the available funds would be concentrated upon the cases where 
the need was greatest. It is to be presumed that even unskilled 
workers should be able to accumulate enough to carry them over 
the initial two weeks of unemployment. Even if a worker had 

.. The Ohio biD proposos • tIuoe-weeb waiting period. 
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not accumulated such a stake, the prospeCt of obtaining benefits 
after the second week would enable him to be carried over the 
transitional period by his grocer, milkman, landlord, etc. No 
real damage would therefore be done and not only would the 
administrative work be simplified but the f\!nds would be con. 
served to meet the cases of real need. This waiting period of two 
weeks should, moreover, be cumulative so that all the days dur
ing the year in which a worker is unemployed would be applied 
to this period. If a person were unemployed during the first part 
of the year for a week, this would be counted towards the wait
ing period and if he were later unemployed for another week 
this would be regarded as meeting the requirement for the wait
ing period as a whole. 

As we have seen, probably the best way of dealing with the 
special insurance problems of the seasonal industries is to require 
a longer waiting period for them than for industry in general. 
As has been pointed out, these workers are already at least par
tially protected against such unemployment by a higher hourly 
rate and the needs of the seasonal workers are by no means as 
acute as those suffering from technological and cyclical unem
ployment. Perhaps the best way of treatment would be to divide 
these seasonal industries into three groups, namely: (a) those 
with moderate seasonal fluctuations where the average workers 
tend to be unemployed in good years for not much more than six 
weeks. The waiting period for this group could be fixed at four 
weeks or twenty-four working days. (6) Those with fairly pro
nounced seasonal fluctuations where the average amount of time 
lost in prosperous years ranged somewhere between six and eight 
weeks. An appropriate waiting period for these industries would 
be five to six weeks or from 30 to 36 working days. (c) Those 
with very sharp seasonal oscillations, which cause the workers 
on the average a loss of more than eight weeks a year. A waiting 
period of eight weeks could be imposed in these cases. 

The statistical data necessary for any such classification al
ready partially emt in the form of the studies of seasonal fluc
tuations in employment which have been made by the Federal 
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Reserve Board' and J. F. Bursk' for the country, and by Dr. 
Dewhurst" for Pennsylvania. These norms of seasonal variation 
should be kept up to date with the aid of the statistics of un
employment and they can be applied in each state upon the basis 
of the data available. As important changes occur, the classifica
tion of the given industries should be altered to conform to the 
new conditions, while the proper administrative bodies can also 
use this system of classification in order to apply pressure upon 
industries more effectively to stabilize. 

6. The requirement 01 periodical registration at the public 
employment 0 fftces.-In order to be certain that the claimant is 
really unemployed and does not have in fact other employment, 
it is essential that he should be required periodically to report 
at the offices which administer the system. This should be oftener 
than once a week but not so often as once a day. On the whole, 
three times a week seems to be a proper requirement. This is the 
general practice under the British system, although in some 
localities this has been reduced to twice a week. 

If such registration is adequately to be provided for, various 
administrative reforms will need to be effected. The registrations 
should be "staggered" through the week, and during given peri
ods within each day, in order to prevent the office from being 

. flooded with the unemployed at certain times and left empty at 
others. By thus dividing the total number of the unemployed 
who are reporting to any given office into manageable sub-groups, 
an even flow of work in the offices can be obtained and any 
annoyanCe to the unemployed reduced to a minimum. 

The administration of the registrations as well as of the actual 
placement of labor will, moreover, be made much more effective 
if the whole range of jobs in industry is classified according to 
some numerical system. Each industry and each trade will, there
fore, have its number and within each group the workers can be, 
in turn, classified on an alphabetical basis. 
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7. What;s "suitable employment"? The questwn of the going 
rate of wages.-If a worker who is receiving unemployment bene
fits refuses to accept "suitable employment" when it is offered 
him, he is of course deprived of benefit for either a shorter or a 
longer period of time. The difficulties which will arise, however, 
will concern the interpretations -which are to be given to that 
phrase. Much of this material will have to be worked out by 
the administrative and judicial bodies which will operate under 
the act and which will build up a body of industrial common law 
in interpreting this phrase as well as that of "just cause" in 
separations. 

Guiding principles should, however, be set up in the act itself 
in order to make the work of administration easier and more uni
form and to establish on a correct basis some of the most funda
mental features of the whole system. In formulating these prin
ciples the experience both of the foreign acts themselves and of 
the administrative common law which has developed under them 
should naturally be utilized to the full. There are two main sets 
of criteria which may be used to determine whether or not a 
proffered job is "suitable," namely, those relating to wages and 
those relating in a broad sense to working conditions. We shall 
deal with the first of these sets of criteria in this section and 
discuss the second in the section which immediately follows this. 

The European acts universally provide that a job which is 
offered to a worker must in order to be "suitable" carry with· it 
the going rate of wages for that trade and locality. If a person 
refuses such a job he is, if all other conditions are proper, dis
qualified from benefit and is no longer treated as being really 
"unemployed." If, however, the job which is offered him pays 
less than the going rate of wages for that type of labor in that 
locality, he can refuse it and yet continue to draw unemployment 
benefit. A job, in other words, which would pay less than the 
current rate is regarded as unsuitable and no pressure is put upon 
the worker to accept it. 

It is apparent that such provisions as these serve to keep up 
the hourly wage rates as reckoned in terms of money. Workers 
who in the absence of unemployment insurance would be willing 
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to take less than the going rate of wages rather than receive 
nothing as unemployed, are now given another alternative. They 
can refuse the job with the lower rate and receive unemployment 
benefits instead of getting nothing. This fact naturally stiffens 
their resistance to an undercutting of wage rates and makes it 
far more difficult for individual enterprises to recruit labor at 
rates underneath the market average. Wage reductions under 
sucb circumstances are therefore likely only to be made if em
ployers, or the great majority of them combine together in an 
effort to reduce wages ·simultaneously and thus establish col
lectively a new market or going rate. But this, business men as 
a whole are naturaIly averse to doing since if the workers are 
at all well organized, it generaIly means a severe strike or lock
out. Even when the laborers are not strongly organized such a 
policy may arouse such opposition that it will lead into an indus
trial conflict of an open or guerrilla character. Business enter
prises generaIly do not wish to provoke sucb a combat whicb is 
likely to be extremely costly and are therefore far more inclined 
under a system of unemployment insurance to maintain the ex
isting wage rates than they would be were there no sucb system. 

The truth of the matter is that wage rates under a free com-
. petitive system tend to move both upward and downward by a 
sort of capillary movement. If labor is relatively scarce relative 
to the demand for it, a few employers lead the way by offering 
wages whicb are above the prevailing average. They get the 
laborers and the other employers with more or less delay follow 
suit until a new prevailing rate is established at the given level 
of business and prices. Similarly under a free competitive system 
where the supply of labor is relatively plentiful in relation to 
the demand, a few employers will begin to "nibble" at the going 
rate by offering a wage which is below it. As they do and are 
able to obtain labor, then their fellow employers will also in gen
eral follow their lead with greater or less rapidity until the ''pre
vailing" wage has drifted down to lower levels. Such is the rough 
mechanism by whicb money wage rates move upward and down
ward in that competitive society "free" from controls, whicb 
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both the classical and the neo-classical economists tended to 
assume. 

The system of unemployment insurance appreciably alters all 
this. The capillary movement operates upward but hardly· down
ward. Wage rates, or the cost price of labor, tend to become 
'sticky" and somewhat frozen so far as their downward adjust
Ilents are concerned and an inflexible element is introduced into 
he price and wage structure. 

The reasons why the going rate of wages has been taken in 
~urope as one of the surest stigmata of what is "suitable" em
lloyment are not only thoroughly understandable but spring 
ndeed from the best of motives. It is feared, in the first place, 
hat if such a clause were not inserted, then there would be some 
:mployers mercenary and cold-blooded enough to slash wages to 
he very bone and by utilizing the pressure of the unemployed, 
:0 reduce wages far below even the minimum standard of life. 
::ven though the mass of employers might ·well be unwilling to go 
IS far as this, some would, and these would tend to drag many 
lthers down to their level in the desperate fight to compete: By 
~stablishing this provision, however, this cut-throat competition 
If the unemployed is greatly lessened and the employers are pre
,ented from taking unfair advantage of labor. 

The second reason why the going rate has been adopted abroad 
is the criterion of suitability is the ardent desire of the trades
lIDions to protect their "standard." Trades-unions wage their 
struggles with their employers largely over the rate of pay. They 
feel that the employers are constantly seeking to force this rate 
down and they seek no less vigorously to at least maintain and 
if possible to raise it still further. Since it is the substance for 
which both sides contest, it naturally acquires in the mind of 
labor an emotional significance which makes it difficult for the 
workers to reason rationally about iL The wage rate is the sym-
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bol of their struggle and is regarded as the measure of their 
success. Other proposed policies are largely judged by the relative 
effect which it is presumed they will have upon the standard rate. 
If a measure operates indirectly to help maintain this standard, 
it is praised and supported but if it does not it is frequently 
looked upon with suspicion or with indifference. It is but natural, 
therefore, that the unionists and the labor groups in Europe 
should have insisted that the "going rate" should be accepted 
as the test for "suitability" and that this pressure was particu
larly strong in view of the tacit understanding that the union 
rates were in general to be accepted wherever possible as the 
"standard" or "going rate." 

But much as we may appreciate the motives which have led 
to the use of the going rate as the evidence of "suitability," we 
must take cognizance of the probable effects which the partial 
freezing of money wages has tended to have upon business and 
industry in a world where there is fierce competition and shifting 
price levels. The maintenance of such relatively fixed money 
wages under our present capitalistic system tends to have at least 
two effects: 

(I) It tends to put the employers in the state in question at 
. something of a disadvantage as compared with their competitors 
in other states which do not have unemplayment insurance. By 
the use of this system, money wage rates and consequently pro
duction costs tend to be held up in the state in question while 
if wage 'rates are falling in other states, where such protection 
is not offered, the competitors in these other states will be able 
to undersell the producers in the states with unemplayment in
surance. The result will be a partial loss of markets by the states 
with insurance and a consequent increase in unemplayment. The 
system of unemployment insurance, by reinforcing the workers 
who do not wish to take less than the previous going rate, will 
therefore through the stress of interstate competition actually 
operate to create unemplayment which is the very phenomenon 
which it was designed to alleviate. . 

It may, however, be argued that this result would occur only 
if the other states did not adopt such legislation and that if 
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memployment insurance were universalized, no one state would 
)e exposed to competitive dangers. The remedy would then seem 
limply to be one of speeding up the process by which it was 
ldopted by all of the other states and to constitute merely a 
rurther argument for liberal federal grantScin-aid to stimulate 
IUch action. 

(2) But there is far more to the problem than this. Even 
were unemployment insurance to operate throughout a closed 
~onomy, the maintenance of fixed money wage rates during a 
period in which prices were falling, would subject capitalistic 
industry to a severe strain and would in all probability increase 
the volume of unemployment itself. This follows from the very 
nature of the economic process. Let us assume an industry where 
DUt of every $100 of total cost, $55 goes for cost of raw mate
rials, $30 for wages at given scales, and $15 for relatively fixed 
costs such as taxes, interest on fixed debt, light, etc. Now let us 
assume that the goods produced by this company at an expense 
of $100 sell for $103 and thus give a net profit of 3 per cent on 
turnover. Let us furthermore assume that the length of the pro
duction process is six months. Now let a period of business de
pression set in during which the prices of these goods, as of all 
others, falls by at least one per cent a month. And it may be 
added that during the two and three-quarter years between the 
autumn of 1929 and the early summer of 1932 the wholesale 
price level fell by more than one per cent a month. 

The goods formerly sold at $103 will now sell for $103-6% 
(6 months X 1%) or for approximately $97. A loss of 3 per cent 
on turnover will therefore replace the former profit of 3 per cent. 
This situation is difficult enough at best, even if the employer 
could reduce his costs commensurately with the current reduc
tion in prices, because of the fact that by the time the goods 
were sold, they would sell at still lower price levels. Business is, 
therefore, troubled by the shrinkage in values during the process 
of manufacture. If it goes on, it does so at a loss, and by drawing 
on reserves. This no business man likes to do. Business managers 
are instead inclined to reduce the scale of operations even though 
this means further unemployment and a strengthening of the 
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cumulative breakdown of employment, consumers' purchasing 
power, profits, and production which characterizes the depression 
phase of the business cycle. 

But the situation is made still more acute by the fact that not 
all costs are flexible. Even though raw material prices tend to 
fall by more than the prices of finished goods and thus partially 
offset the fact that by the time they are fabricated into finished 
goods the prices of these latter will in tum have fallen still lower 
than they were at the time the raw material was purchased. But 
if wages remain at the same level as before whether because 
unemployment insurance has stiffened the resolution of the un
employed or because the doctrine that high wage rates keep up 
the workers purchasing power and hence the demand for goods, 
the profits of industry will tend to be ground out beneath the 
upper and nether millstone. The upper millstone will operate in 
the form of a reduced price for the product itself. The lower is 
the inflexibility of the wage rate. Between them profits may dis
appear or become a minus quantity. But since profits are the 
motivating force of capitalism, when this happens business will 
tend sooner or later to shut down or run on a greatly reduced 
scale. This inevitably is accompanied by an increase of un
employment. 

The maintenance of wage rates in the face of falling prices is, 
therefore, a cause, although by no means the exclusive or neces
sarily the most important one, of the protracted nature of the 
present depression. To the degree to which unemployment insur
ance in Europe has served to keep up wage rates at uneconomical 
levels, it must therefore bear its share of the responsibility. Simi
larly in 1925-26 when England returned to the gold standard 
and the wholesa1e price level of goods selling in international 
trade fell by approximately 10 per cent, the failure of wage rates 
to fall appreciably not only greatly decreased profits but in the 
absence of a managed system of currency and credit and an 
improvement of industrial efficiency helped to create some of 
the additional unemployment which occurred after the restora
tion of the gold standard. Much the same sort of inflexibility has, 
to be sure, occurred in the United States because of the Ford-
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Hoover theory that the maintenance of wage rates was needed 
in order to keep up the purchasing power of the consumers. But 
so far as Europe is concerned, it has been unemployment insur
ance as well as trade unionism which has served to keep up the 
wage rates and if we were to adopt unemployment insurance 
and use the going rate as the tesf of suitability, we might experi
ence a similar result. 

This tendency towards a greater inflexibility of wage rates has, 
as we have seen, an adverse influence upon employment in a 
period when prices are falling with some degree of rapidity. It 
probably helps at such times to create that which it was designed 
to alleviate and to prevent. This strengthening of the rigidity of 
wage rates is in fact probably the most fundamental criticism 
which can be made against unemployment insurance as it has 
operated in Great Britain and on the continent of Europe.' 

All this, however, is not an inevitable consequence of unem
ployment insurance but comes merely from the definition which 
is given to "suitable employment." It can be avoided if this term 
is interpreted in such a fashion as will make it more possible for 
wage rates to be more flexible than they now are. While the 
unemployed should be protected against exploitation by those 
employers who try to take gross advantage of their helplessness, 
it should not be part of a system of unemployment insurance 
to freeze wage rates. If by a system of managed currency and 
credit, we were able to prevent general prices from falling ap
preciably, then no real damage would be done by buttressing up 
existing wage scales. But we are not as yet able to control the 
price level either nationally or internationally and there is every 
prospect that it will be a long time before we are. J)uring this 
period, and for as long as we wish to operate inside of capitalism, 
then it is almost suicidal in a period of falling prices to maintain 
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wage rates intact for to do so diminishes employment and pro
duction.9 

It would seem, therefore, far better to have a neutral zone 
around the going rate of wages within which more purely eco
nomic forces may play. I should like to suggest, therefore, that 
any wage rate which is not more than 10 cent below the going 
rate should after the worker has been unemployed for six weeks 
be regarded as "suitable." The worker would in other words be 
given six weeks to get a job at his old rate or at the going rate 
of wages. Two of these weeks would be covered by the waiting 
period but during the remaining four he would be taken care of 
by the unemployment benefits. He would not however have an 
unlimited period of time in which to get work at the old or "go
ing" rate. If, after the six weeks had expired, he was then offered 
a job which carried a wage which was more than 10 per cent 
under the general rate, the worker might still refuse it and yet 
continue to draw benefits, but he could not do so and still draw 
benefits if the proffered rate were 10 per cent or less beneath 
the going rate. He would of course be free to refuse such a job 
as the latter, but he would not be able both to do so and to 
draw benefits at the same time. 

This will prevent the worse forms of exploitation and will 
. give the unemployed a much greater degree of protection against 
sweating than they at present possess. It will at the same time 
give industry enough of a margin of flexibility to permit internal 
costs to ~ reduced sufficiently as prices go down. It will have to 
be a very severe depression to require a wage cut of more than 
10 per cent. The flexibility of wages and the accumulation of 
reserves of purchasing power should, moreover, diminish both 
the intensity and the duration of the depressions. Even should a 
depression necessitate a further reduction in money rates of 
wages this can be carried through because by the time the going 
rate has drifted down to a new level, it will be possible for em-
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ployers to offer work at rates which are lower, although not more 
than 10 per cent lower, than this. In this way, a zone or penum
bra of moderate size is offered in which downward adjustments 
of wages can be made to keep pace with the movements of the 
price structure. Unemployment insurance will be used to protect 
those thrown out of work through no fault of their own but it 
will not be used to promote an end which was no part of the 
intention of its promoters, namely, to "fn:eze" the wage struc
ture in times when other prices are rapidly "melting." 

Some may urge that to define "suitable" wage rates in terms 
of a zone which extends below the standard rate rather than 
fixing it at the point of the standard will so arouse the opposition 
of the trades-unions that they will prevent such an fusurance 
system from going into effect. But for the unions to adopt such 
an attitude of hostility would be to ignore the protection which, 
as has been pointed out, such a system would afford them against 
excessive wage cutting and which they do not now possess. The 
workers, moreover, stand to gain too much from unemployment 
insurance to justify them in rejecting such a measure merely 
because it does not throw the full weight of its protection behind 
the money wage rate. 

If this feature is, therefore, included in the American laws it 
will obviate one of the difficulties which has characterized the 
operation of the European systems and will remove perhaps the 
strongest objection to unemployment insurance. Until, therefore, 
we have a managed currency and price level, or fundamentally 
change our economic system, this "zone of tolerance" should be 
included in our unemployment insurance laws. 

8. What is svitabk 8f/Iploymenll The quesOOIi .0/ working 
cOtlditioIlS.-The determination of what wages a job pays is of 
course but one test of its suitability. The location of the place 
where the work is to be done and the conditions under which it 
must be performed must also be considered in determining 
whether or not it is suitable. Here it is probable that the main 
determination of the standards to be followed in adjudging these 
matters should be left to the administrative bodies. These alone 
can make the personal adjustments for which the "coarse thumb 
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and finger" of a general rule can never satisfactorily provide. 
There should however be a general statement in the act that in 
order for a job to be adjudged suitable it must not put an undue 
strain upon the health, safety, morals, status, or reputation of 
the unemployed person or prove unduly disruptive of established 
family relationships. Thus a woman should be privileged to re
fuse a position in a morally shady restaurant, dance-ball or hotel 
and still continue to draw her unemployment benefit and if her 
hours of work were such that it would be necessary for her to 
traverse sections of a city which were of a dubious character at 
hours when she would be exposed to danger, she should be simi
larly privileged. Much the same protection should be thrown 
around juveniles and this should of course be particularly the 
case with young girls. If the work is of a strikingly dangerous 
character, such as caisson-work, then even male workers should 
be given some leeway in being able to refuse the job, provided 
they had not held it before.'o A worker should moreover also be 
privileged to refuse a job where he is required to'Sign or accept 
a ''yellow-dog'' contract binding him not .., join a union. 

9. What is suitable employment? The prevention oj undue 
'pools oj idle labor in decaying trades and localities.-One of the 
most frequent charges against unemployment insurance is that 
it enables unemployed workers to attach themselves more than 
they otherwise would to decaying localities and industries and 
thus interferes with the free mobility of labor. This charge bas 
been greatly exaggerated, as is evidenced by the fact that the 
number of workers attached to the coal mines in Wales and to 
the shipbuilding and textile industries of Scotland and the north 
have very appreciably decreased during the last few years de
spite the payment of unemployment benefits to those who remain. 
Every effort should however be made to prevent an undue ac.
cumulation of labor in jobs and places where the prospect for ul-
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timate placement is slight. The administrative authorities should 
therefore be given the power after the passage of a sufficient period 
of time (I) to require workers IUld particularly those without 
heavy family responsibilities and attachments to take suitable 
openings in other localities which may present themselves on 
penalty of losing their unemployment benefits, and (2) to require 
workers and particularly those without prolonged experience in 
a given craft, to accept suitable employment in other lines of 
work on penalty of losing their unemployment benefits. 

These provisions should of course not be enforced immediately 
upon a worker becoming unemployed. He should instead be 
given an adequate opportunity to find work in his own trade 
and locality. But if, after a period of time, it should seem appar
ent that there was an abnormal surplus of labor attached to that 
particular industry or place and that there were opportunities 
elsewhere, then the unemployment insurance authorities should 
put pressure on those best qualified to make such a transfer. 
Single men should naturally be asked to take jobs in other 
localities before married men are called upon and the less 
skilled In a given trade who are naturally the most adjustable, 
should be moved out before those who have made the greatest 
investment in training and specific acquired skills. How long a 
period of grace should be given is difficult to determine with pre
cision since it would naturally be dependent upon both the time 
and the conditions. But it would seem clear that: (I) The un
employed men receiving emergency benefits beyond the regular 
insurance period should .not be entitled to demand their accus
tomed work as a right which if denied them made them auto
matically eligible for benefits. Instead those best qualified to 
move should be encouraged to seek suitable work elsewhere and 
if it developed and then if they refused it, they could do so only 
on penalty of losing their benefits. They would of course be free 
to make such a refusal but they could not do this and at the 
same time obtain benefits. They would thus be no worse off than 
they are at present, but they could not work the insurance system 
to obtain maintenance while belping to swell an excess labor 
reserve. (2) In the case of single men, it would seem that not 
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more than three months at the outside should be given to the 
workers to establish themselves in similar work in the same 
locality. After this time, they (and particularly the less skilled 
amongst them) might well be asked to take suitable work which 
opened up elsewhere on penalty of losing their benefits. 

The "suitability" of these other jobs should be appraised in 
terms of the conditions prevailing in the industry or locality into 
which labor is being asked to move rather than those in the 
industry or locality from which it is moving. Thus if the prevail
ing rate in Craft A is $1.00 an hour and 80 cents in Craft B, 
then a worker for whom there seems no present prospect of 
obtaining work in Craft A (where he was formerly employed) 
may be asked to take work in Craft B, if the job then actually 
paid 80 cents an hour there (minus 10 per cent). If the new job 
however paid only 60 cents an hour, the worker in Craft B 
would be privileged to refuse it and still be eligible for benefits. 
The same general principle would apply in the case of shifts be
tween localities. 

By such methods as these, an undue accumulation of idle 
labor reserves can be avoided. To make this system of transfer 
most effective however, it will be necessary to provide for some 
form of vocational re-education and training to prepare workers 
for new jobs. Some general training may be given in the decaying 
localities .but the more specific training will have to be given in 
the regions where the expanding industries are located. This bas 
been practised in England to a limited extent and is capable of 
further development. 

10. Should the wnemplo"ed be liable to r'eceive t"aining DI' 

perform 7I1D1'k of a public nature 'I-There are two reasons wby 
those receiving unemployment benefits should, so far as prac
ticable, devote at least a part of their time either to receiving 
training or to performing productive work of a public nature. 
These are: (I) men are happier and more contented when they 
3Ie kept usefully active than when they are idle, and (2) the 
otherwise idle time of the unemployed can then be turned into 
the production of socially necessary goods or into the improve
ment of the capacities of the workers themselves. 
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The only barriers in the way of such a utilization of the 
energies of the unemployed are: (1) If the workers contribute 
to the funds from which benefits are paid, they. will tend to feel 
that they will have purchased the rights to receive benefits by 
their own payments and that the state cannot then require them 
to take on additional activities as a pre-requisite for eligibility 
and (2) it may be difficult for the public authorities to develop 
a sufficiently varied program of work and training so as to meet 
the different capacities and needs of the unemployed. This diffi
culty will be aggravated by the fact that the composition of the 
unemployed group will normally be a rapidly changing one and 
that it will be difficult to get continuous service or attention from 
a large proportion 'of the unemployed. 

On the whole therefore the following provisions seem ad
visable: 

( 1) Boys under 2l and girls under 18 years of age should be 
required, whether or not the system is contributory, to attend 
classes and receive training of a developmental nature. Classes 
should be set up for these juveniles which will give general train
ing in such subjects as literature, science, hygiene, economics, 
history, etc. Specific short unit vocational courses should also be 
established. The juveniles should also be given corrective exer
cises and recreation should be organized for them. The juveniles 
should be required to report periodically, although not necessar
ily daily, at special centers which should be set up for the pur
pose. These centers can utilize public schools, settlements, church 
houses, etc., at but slight expense and the instructiol! and train
ing can be given by qualified volunteers as well as by paid work
ers. The use of such juvenile training centers has been one of 
the best features of the work carried on by the British Ministry 
of Labour and is capable of much expansion. In the conduct of 
these courses the assistance of the educational authorities should 
of course be enlisted. 

(2) If the workers contribute to the funds, it would probably 
be inadvisable to make either attendance at classes or work 
mandatory upon the employed during the standard period for 
which benefits are paid. Such training should however be volllll-



80 STANDARDS OF UNEMPLOYMENT L'lSURANCE 

tary. Classes should be set up both on general subjects, such as 
those which have been mentioned for juveniles, and also for 
specific crafts and industries. Every effort should be made by 
the employment offices administering the system to get the un
employed to attend. The unemployed should also be encouraged 
to develop home gardens wherever possible by giving seed, etc., 
and when home gardens are impossible, if there are nearby tracts 
of idle land these should be sub-divided into small allotments 
where the unemployed can raise vegetables, etc. Stimulation 
should also be given to the establishment of workshops producing 
a variety of products which the unemployed can mutually ex
change for each other by using a system of warehouse receipts 
as currency. In this way a barter economy with a different type 
of money would be built up outside the ordinary money-profit 
economy. The breakdown of the money-profit economy in peri
ods of depression is a cumulative process which destroys pro
duction, employment and purchasing power. An increase of 
production in the barter economy would automatically increase 
the demand for goods in that economy and would furnish a sub
stantial balance to the processes prevailing in the business 
world.u 

(3) If the system were nOD-<ontributory then the workers 
might be required to give work or take training even during the 
period when they received standard benefits. Thus some of the 
workers 'might be required to attend cbsses, the precise nature 
of which they might choose, wbile others would be asked to 
perform some work of a public nature. The latter group would 
only be required to perform a quantity of work equal in value to 
the benefits received. Thus if a worker received $10 a week in 
benefits and worked as a common 1aborer upon a public project, 
then if the going rate for such work were 40 cents an hour, he 
would only be asked to perform 25 hours of work a week. If he 
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were a skilled carpenter, the going rate for which was 90 cents 
an hour, then II.I hours of work weekly would, on the basis of 
$10 weekly benefits, meet the requirements. If the benefits were 
$18 a week however, 20 hours of such work: would be required. 
The pay with which the workers would be credited would have 
to be according to the type of work then perfO\'1lled rather than 
that to which the unemployed person was formerly accustomed. 
Among the kinds of work which OUght be carried through would 
be the clearing and beautifying of waste lots, carrying on new 
work in public parks, acting as traffic policemen in front of 
schools, and most important of all, the elimination of grade cross
ings in the country and towns and the clearance of the slums and 
the construction of model homes and apartments in the cities. 

(4) When the period of standard benefit is exhausted but the 
unemployed continue to receive either outright relief or a hybrid 
form of relief and insurance benefits, they should be required, 
irrespective of whether or not they have contributed towards the 
standard benefit, to perform such work or take such training if 
the authorities deem it practicable to make such a provision. The 
decision as to whether education or work should be chosen should 
not however be left exclusively in the hands of the unemployed 
but the insurance authorities should have the ultimate power to 
designate which persons should take which. The work provided 
should be of the type previously mentioned with perhaps the 
greatest emphasis being placed upon better housing and the 
elimination of grade crossings. These workers should be credited 
with the standard rates of remuneration and in the time which 
they do not work, they should be encouraged to study or learn 
a trade, and also to develop home gardens. 

In periods of protracted unemployment, it may be desirable 
to enlist those single men who have deteriorated most because 
of lack of work in a kind of peace-time industrial army which 
will carry through road building, etc. Entrance into this army 
should however be voluntary rather than compulsory, but it may 
be found to be a means of building up the health and morale of 
the unemployed and of .accompUshing a great deal of work of 
distinct social importance. 
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II. How much activity should be required from the unem
ployed in seeking work?-Until1930 the British law required the 
unemployed, before they could receive benefits to prove that 
they were themselves "genuinely seeking work." This meant that 
they must not content themselves merely with registering at the 
public employment offices and then going to such jobs as the 
offices directed them, but that they must also in addition apply 
for work directly to various employers. In thus trying to prevent 
malingering the government created something of a paradox. On 
the one hand, it was administering a system of public employ
ment offices wbere virtually all the unemployed men were already 
registered and it was seeking to induce the employers to place 
their applications for help with them. It was thus trying to be
come a centralized labor exchange where applications for men 
and jobs could be cleared in order to avoid the waste of the un
employed tramping wearily from shop to shop. Yet on the other 
hand, through the enforcement of the "genuinely seeking work" 
clause, the government was forcing the unemployed to do-the 
very thing which it was one of the purposes of the employment 
exchanges to avoid. These personal applications for work more
over brought the labor supply in a sense to the employer's door 
-and lessened the necessity for his applying to the exchanges for 
work. At the same time, it exposed him to a large amount of 
duplicate soliciting on the part of the unemployed and bothered 
his busiIless somewhat by thus making him a tacit part of the 
machinery to prevent malingering. It was also complained that 
in testing whether or not a claimant was seeking work, the glib 
liar who gave a list of the pJaces where he had supposedly in
quired for work had the distinct advantage over the honest but 
simple workman who painfully strove to remember the pJaces 
where he had actually called. 

By the act of the Labour Government, this clause was elimi
nated in 1930 and the burden of finding work for the unem
ployed was shifted to the labor exchanges. There are those who 
complain that this change has unduly decreased the interest and 
initiative of the unemployed in trying to get pJaced, and that 
since the exchanges are only notified of a little over one-quarter 
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of the vacancies which the employers have, it is impossible for 
them to provide an adequate work-test for the unemployed. If 
it were obligatory upon the employers to notify the exchanges 
of all vacancies which they wanted filled (as the Labour Party 
has advocated) the exchanges would, of course, be able to refer 
the unemployed to a very much wider range of jobs than now 
and would thus be able to tell whether or not the applicants were 
really presenting themselves for the vacancies. 

A review of all these considerations seems to indicate: (I) 
That when the system of public employment offices becomes so 
firmly established that it fills the major portion of the vacancies 
it would probably be best not to require the workers personally 
to seek work. If and when for example, the employers are re
quired to notify the offices of all vacancies which they are seeking 
to fill, the offices will then have a complete record of all the avail
able jobs and could send those registered to apply for them. This 
would largely remove the pressing necessity for the workers 
themselves to go about from place to place seeking work. (2) 
Until the' public employment offices have been built up to such 
a point, it would however be a mistake to rely upon them alone 
as a means of preventing malingering. Since they will know 
directly of only a fraction of the jobs available, a real test of 
the willingness to work of the claimants cannot be afforded by 
holding the latter only to the jobs which they hear about in this 
way. Some independent initiative in seeking work should there
fore be required of the claimants in the early periods of the act 
even though this may mar the logical symmetry of the assigned 
functions of the public employment offices. 



CHAPTER V 

BENEFITS 

The problem of determining the benefits to be paid is of ne
cessity interrelated at numerous points with the question of con
tributions and of how the system is to be financed. It also is 
vitally connected with the type of administration which is set 
up and the way in which the insurance is carried. It is therefore 
neither possible nor desirable to exclude all consideration of these 
topics when we are discussing the best system of benefits to 
institute. But we shall try in this chapter to discuss these other 
issues only incidentally and to concentrate our attention upon 
the problem of benefits itself. 

I. The general conditions which should govem the ,.ate 0/ 
beneftt.-The amounts which the unemployed receive in benefits 
should always be appreciably less than what they would earn if 
employed. There will thus be an appreciable financial advantage 
to the workmen in obtaining employment and the temptation to 
shun work in order to draw the benefit will be greatly reduced. 
It is probable indeed that the total benefits received by an un
married workman should not amount to more than 60 per cent 
of his nonnal wage. A bit more leeway can safely be accorded 
married men with dependents because of the greater pressure 
of needs in comparison with income, and perhaps 70 per cent 
Of the wage could be paid to these workers as a benefit without 
encouxaging them to stay away from work. 

If such are the maximum rates which ought not to be exceeded, 
what then is the minimum below which the benefits should not 
fall? They should be enough, in so far as is consistent with the 
purpose just stated, to maintain the physical existence of the 
worker and of his immediate dependents as wen. Thns the Ital
ian benefit scale of 3.7 liras (19 cents) a day· for the better 
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paid workers is grossly inadequate even in terms of the rela
tively low standard of living which the workers of that country 
are able to obtain. Even with average hourly earnings in manu
facturing amounting to only 2 Iiras (10 cents) an hour, the scale 
of benefits amounts to but slightly over 20 per cent of the aver
age. This is palpably inadequate. There is a minimum of life, 
therefore, which must be defended by the system of benefits. 
These should be sufficient to avoid the necessity of the recipients, 
with the exception of those with many dependents, from receiv
ing supplementary monetary grants from either public or private 
charity. The average monthly grants of relief paid out to fami
lies during the last winter amounted approximately to $20 per 
month per family. This has been barely sufficient for food with 
virtually no allowance for rent, clothing, health, or incidentals. 
Under no circumstances therefore should the minimum be al
lowed to fall below this average and it should if possible be 
placed at a somewhat higher figure. If this were the minimum 
and if the benefits were graduated upward then the average 
benefit paid would be appreciably greater than the average grant 
of relief given during the present depression. 

2. Should the scale 0/ benefits be Oil a ftat-rate basis or be 
graduated accordmg 10 eamillgs?-As is well known, the British 
law provides a Bat-rate benefit for all those in a given age and 
sex group irrespective of their individual earnings. The rates of 
benefit are, it is true, graduated between these age and sex 
groups in some rough correspondence to the average earnings 
of each, and to this extent therefore there is a very rough ap
proximation to graduated payments. But there is no such dis
tinction between individuals within any such group and the 
highly paid and skilled male craftsman receives no larger sum 
than the common laborer. This is also the case with the adult 
women. 

The Wisconsin act, as well as the bill which has been drafted 
under the auspices of the American Association for Labor Leg
islation are essentially of the Bat-rate variety. For they provide 
that the benefits are to be one-half of the full-time weekly wage
rate up to a maximum of $10 a week. Since in practice nearly 
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all the manual workers in the United States have a higher wage 
than $20 for a full week's work, this provision is in effect tanta
mount to establishing a uniform weekly benefit of $10 for the 
great majority of the unemployed. 

In sharp contradistinction to these methods, stands the system 
of graduating the benefits in more close correspondence with the 
differences in earnings. Of this latter method, Germany is the 
most conspicuous example. For in that country, the workers 
covered by unemployment as well as by health insurance are 
divided into eleven wage categories. A basic wage is assumed 
for each category and the unemployed worker is paid a given 
percentage of this basic wage. The unemployment insurance bill 
which has been drafted by the Ohio Commission on Unemploy
ment also provides for graduated benefits equal to 50 per cent 
of the workers' average weekly earnings. These benefits are not 
however to exceed $15 a week. This bill therefore provides that 
benefits shall be computed upon the basis of actual earnings 
rather than upon standard wage rates and that the benefits shall 
vary directly with the variations in each individual's income. 
Instead of there being eleven weekly rates of benefit as in Ger
many, depending upon the wage category into which the worker 
falls, there is instead to be an enormous diversity in the actual 
benefits paid. There Inight for example be nearly a thousand or 
more different rates of weekly benefits paid out in a given pay 
period. 

The one great merit of a fiat-rate system is its greater ease 
of administration. Once the worker has been reported, he more 
or less stays "put" without any necessity for further reports 
from his employers. It is a very simple matter for the local office 
to deterInine how much he should be paid in benefits and an 
almost equally simple one for the central office to check these 
payments. Record keeping is thus reduced to a bare Ininimum. 

But although the fiat-rate system has the advantage of sim
plicity, it has two crucial defects which should lead to its avoid
ance whenever possible: 

( I) The first of these is the fact that it makes no allowance 
for the higher living standards of the better paid workers. These 
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are menaced by unemployment just as much as the subsistence 
level of the unskilled. And yet in a flat-rate system the benefits 
in order to prevent malingering must always be appreciably less 
than what an unskilled man can earn. This means an,1limost 
ridiculously inadequate benefit to the highly skilled and better 
paid workers and is likely to seem to them to be relief rather 
than insurance. 

(2) The second great defect of a flat-rate system is its lack 
of adaptability to changing economic conditions. As it is a fixed 
sum, its original relationship to real conditions continues only so 
long as the scale of prices and wages prevailing at the time of 
its inception remains unaltered. Let the cost of living and the 
trend of wages rise appreciably, as it did during the war, then 
the benefits become grossly inadequate for even the most poorly 
paid. If, however, prices and wages fall, as they have now been 
doing for more than three years, then a benefit which would 
originally have offered little or no inducement to malingering 
may come to present a great temptation to do so since it will 
form a much larger percentage of the basic wage. While theo
retically such dangers could be avoided by changing the amount 
of the benefits whenever prices and wages change appreciably, 
this, as all the world should know by now, is extremely difficult to 
effect in practice. Not only do the forces of inertia help to main
tain a scale which has lost its intended significance, but there 
are always mighty economic and political forces which seek to 
keep the monetary benefits from being altered. This is particu
larly the case when prices are falling and when it is believed that 
wages may soon follow suit. For such periods are likely to be 
characterized by widespread and prolonged unemploYment which 
make great inroads upon the savings of the working-class. In such 
a situation the working-class movement will naturally oppose any 
suggestion to lower the rates of benefit since they feel that their 
needs have increased by more than the purchasing power of the 
benefits. In addition, considerations of wage policy will make 
even the employed workmen resolute in their opposition to a 
lowering of the benefits. They will fear, as did the British Trade-
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Union Council, that a slash in the rates of benefit will furnish the 
signal to the employers to institute a program of wage cuts. What 
is, therefore, largely an economic struggle is in part transferred 
to the political field and unemployment insurance becomes the 
inevitable football of group interests. It was upon this issue that 
the Labour Government of Great Britain was forced out in 1931, 
and the downward revision of the benefits was effected only at 
the price of splitting the Labour Party. 

These dangers are largely averted if the amount of the bene
fits is made to depend on the rate of earnings. For then not only 
will the higher living standards of the better paid be protected 
more adequately, but a much easier adjustment to changing ec0-

nomic conditions will be provided. If prices and wages rise, the 
workers will in the main move up into higher categories and their 
benefits will automatically increase. Similarly, if prices begin to 
fall, there need be no struggle over whether the rates of benefits 
should similarly fall. To the degree to which the wages do actu
ally fall, the workers will slip down into lower categories with a 
consequent automatic reduction of their benefits. The possibility 
of ma1ingering will be no greater than before and the burden of 
supporting a fixed monetary charge will be obviated. What is per
)laps even more important is the fact that there will be no strug
gle by the capitalistic interests to reduce, or by the worker's 
groups to maintain, the rates of benefit in order to use the prece
dent as a point of vantage in the economic struggle over wage 
rates. nit struggle will, of course, still be waged, but it will be 
waged on the economic field alone. The amounts paid out in unem
ployment benefits will follow rather than in part determine the 
outcome of this struggle. The insurance system can therefore be 
guaranteed a relative degree of immunity from the conflict, and 
will, therefore, in a sense be above the battle. 

For these reasons, therefore, the method of graduated benefits 
should be used if it is at all possible from the administrative 
standpoint. The proposed Ohio pIan would seem to be too com
plicated in this respect and it would be much better to adopt the 
system of categories which has been successfully administered 
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both in the German unemployment and health insurance systems 
and the French system of social insurance. Since the cbief com
plication which is feared from such a system is the complexity 
which it would introduce into the forms and records by the num
ber and the changing of the cate~ories, it would be advisable to 
simplify this wherever possible. Some of the methods of obtaining 
this greater simplification will be discussed in a later section. 

3. What should be the precise ratio 0/ benefits in the 'Various 
categories to wages?-Not only should the scale of benefits be 
such as to protect the lowest paid workers from great privations 
when they are unemployed while always giving them a very 
strong incentive to seek work, but the number of wage categories 
into which the workers are to be divided for administrative rea
sons should be at once sufficiently numerous to provide flexibility'! 
and yet should not be so minute as to be cumbersome. 

The system which I should like to suggest is one of ten wage 
categories with benefits ranging from 60 per cent for the first 
group to 30 per cent for the tenth, and which would have the fol
lowing scale. 

TABLE vn 
SuclGBsmD ScALE .,. BEIIUlTS 

Full-time BasIc Week1)' 
Ca'-J Weekly W,&.=for WapRata 

I ..................... Under"o • 8·SO 
n ..................... "0-'5 1,5.00 

nI. .................... .- 18.00 
IV .•................... 10-25 1,5.00 
V ..................... OS-JO .8.00 

VI ..................... 30"35 Sl·OO 
VII ..................... 35"40 38·00 

VIn ..................... 4D-45 41.00 
lX ..................... 

~fso 47·00 
X •.................... S··OD 

PtII'CeIltap of Amount of 
p~ Weekly 

Beoefi. 

60% • 5. 10 

55 7··S 
So 9·00 
46 10.60 

4' 11·75 
38 11·55 
35 13·30 
Sl 13.86 
31 14·55 
JO 15·60 

According' to this scale, the lowest benefit which the workers 
could receive would be $5.10 a week, and the marimllID, $15.60. 

°In Italy, who ... time .... but tImoe .... cat .... ries, the o-..heImiDg maj ..... 
117 of the work ....... ODl to the u_ poup aad thus mob tho Q3Ieal ODe in 
eII«t of Bat-_ "",,",to. 
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In other words, although the assumed basic wage in Category X 
was over six times that of Category I, the benefit would only 
be about three times as much. The benefits would thus increase 
far more slowly than the wages. 

This payment of a larger percentage to the poorly paid than 
to the more amply rewarded may be justified both by the more 
urgent needs of the lower wage groups and by the fact that pri. 
vate savings will be greater among the better paid. If it is ob
jected that this violates the principle of insurance which it is 
urged should aim at stabilizing individual incomes irrespective 
of relative needs, then it can be replied that while this may be 
true in terms of individualistic insurance, it is not inconsistent 
with the principles of socia1 insurance. For social insurance im· 
plies not only that: (1) society regards the purpose to be pro
tected as so important that it refuses to leave the matter to 
individual choice but either makes such insurance mandatory or 
offers financial inducements to encourage individuals to take out 
such insurance; but also that (2) it regards the solidarity of 
society to be such that greater relative protection may be prop
erly given to those in the greatest relative need. To this degree, 
therefore, some relative redistribution of income among all the 
contributors as a whole may be a very proper consequence. It 
may furthermore be pointed out that the additional protection 
given to the poorer paid workc:rs need not come out of the pock. 
ets of their better paid fellows. It may instead be derived from 
any contributions which the employing classes and the tax-payers 
may make towards the expense of the system. 

If however it is felt that the benefits should form approxi· 
mate1y the same percentage of a workman's wage and that these 
proportions should not be graduated in favor of the more poorly 
paid, then the following provisions seem wise: (I) That bene
fits be set at approximately 50 per cent of the wage subject to 
a maximum limit which would be somewhat higher than under 
the scale which has just been recommended, and (2) that for 
the purposes of simplification the workers should be divided into 
approximately eight wage categories instead of the ten which 
have already been outlined and that for each of these a hasic 
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point should be used for computing the benefits. There would 
therefore be eight different rates of weekly payment instead of 
the almost infinite variety which would occur were the benefits 
computed separately for each worker according to the wages or 
earnings of that specific person. rhis would -enormously simplify 
the whole problem of administration. 

In this event, the rates of benefit would be approximately as 
follows: 

Co..." In~ BulcWage P ...... ..':r, Total RelatioD to 
In Dollara 01 B , BflDcfi.t PrevioUi Scale 

1 ................ UnderSlo 8.50 SO S 4·25 S- .85 
ll ................ ro-IS 13.00 SO 6.50 - .65 

W ................ IS-tO 18.00 So 9·00 .... 
IV ................ 20-25 23·00 SO II·50 + ·90 
v ................ 2S-30 28.00 So 14·00 + 2.25 

VI ................ 30-35 33·00 So .6.50 + 3·20 
Vll ................ 3S-4O 38.00 So 19.00 + 5.70 

Vlll ................ Over 40 42·00 SO U.OO .... 
Under this scale the low paid workers in the first two classes 

would receive slightly less than they would under the suggested 
scale with graduated percentages. Those in Class III would re
ceive the same amount while those in the remaining five classes 
would receive appreciably more than under the previous scale. 

4. Should the bettefits be computed in terms oj actUiJleamings 
or oj staM/II'd wage rates and how frequently should 'he wage 
basis be revisedl-It would seem advisable to determine the 
wage category into which a worker falls by taking his full-time 
weekly wage rate rather than bis actual weekly earnings. The 
latter is affected by absenteeism, short-time, overtime, bonuses 
and fines, and does not therefore measure that normal income 
which supposedly unemployment insurance should help to pro
tect. It is of course a simple matter to find the full-time weekly 
earnings of workers who are paid on an hourly basis. It is more 
difficult, however, in the case of piece-rate workers. Perhaps the 
best way of dealing with this type of worker would be: (a) to 
multiply their average hourly earnings on piece-rates during the 
preceding week by the standard number of hours of work ex
pected per week, or (b) if previous records of hourly earnings 
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are absent, to take the usual time-rate for such work plus 10 

percent. 
It would be highly inadvisable frequently to change the cate

gory to which a worker belonged. For if this were done, the 
system of payments would be frequently upset. Delays would 
multiply; administrative costs would rise and the system would 
be likely to fall into some popular disrepute. It would probably 
be best therefore to provide that the category to which a worker 
belonged should be determined on the basis of his wages during 
the one or two weeks preceding the beginning of the insurance 
year. In other words, the worker would belong to the same cate
gory throughout a year. This year might be coterminous with 
the calendar year but because of the Christmas rush in other 
lines it would probably be preferable to have it run from July I 

to July I. In order to allow time for the proper category to be 
entered upon the individual record cards of the workers, at \east 
a month should be allowed. The wage rates taken should there
fore be those prevailing one month before the beginning of the 
insurance year. For piece-workers, the basis should be the aver
age hourly earnings during the four weeks prior to this time or 
from the eighth to fourth week before the beginning of the insur
ance year. These hourly earnings would, as stated, be multiplied 
by the standard number of hours per week in order to obtain the 
weekly-wage. 

Workers who first entered employment in an insurable em
ployment within an insurance year would be assigned to that 
category 'Which they had attained after two weeks of employ
ment. All categories would however be revised annually accord
ing to the record during the weeks which have been mentioned. 
This revision would however take place only once a year when it 
would then be simultaneous. 

s· Should aIlmoances Jor dependents be prMJided'l-It is DOW 

the almost universal custom for the unemp10yment insurance 
laws of virtually every country to provide some added benefit 
for such dependents as wives and children. This practice has 
been criticized by some as constituting a violation of true insur
ance principles since it gives greater benefits to the families of 
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nen who have not paid larger contributions than their unmarried 
Irethren.8 

But such a criticism as this really ignores two vital con· 
iiderations: 

(I) In the first place, most of the single -men will ultimately 
Ie married and have dependent children of their own. Even 
hough they may in their bachelor days receive less per amount 
laid in than their married compatriots, this will be largely re
iressed when they in tum come to have family responsibilities. 
~ inequality existing at a given time is therefore largely ironed 
lUt over the course of a lifetime although of course some differ· 
mces will still continue between the few individuals who remain 
bachelors all their lives and the remainder. There will also be 
minor differences among the married depending on the relative 
size of their families. 

(2) The principle of human solidarity inherent in social in· 
surance permits, as we have seen, of a graduation of benefits in 
accordance with need to a degree impossible in private voluntary 
insurance where the relative amount of contributions must deter· 
mine the degree of protection afforded. As we have moreover 
pointed out, the contributions from non-working class sources 
may well be distributed in part according to relative need rather 
than according to the proportionate contributions of the workers 
themselves. 

There is, therefore, every reason why a system of dependents 
allowances should ultimately be included in the system of unem
ployment insurance. But what is ultimately desirable need not 
be immediately advisable. The administrative difficulties con
nected with the inauguration of the act will be great enough at 
best. To add this further variable at the very beginning would 
appreciably complicate matters. It would, therefore, be better, 
in my opinion, to delay the adoption of such a feature until the 
staffs of both the local and central offices haVe reduced the system 
of checking and paying claims to such a smooth routine that this 
further variable may safely be added. By this time, too, some 

• See DoIallly my est .. med colltqu. Miss Mary GiboD, ill her wry able &lid 
compreheasl .... Brilisio U-#JIo~ 1_. p. 3&S. 
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fairly clear idea of the fiscal adequacy of the system can be 
obtained and the degree of further burden which it can safely 
bear can then be more accurately estimated. 

When the time comes, the best method for handling the allow
ances for dependents would seem to be to add 5 per cent of the 
basic wage of the given category for a dependent wife or child 
under 16 years, provided that allowances should not be paid for 
more than three children, and that the total of ordinary benefit 
and dependents a110wances should not be a1Iowed to exceed 70 
per cent of the basic wage. This would mean that those in 
Category I could, under the sliding scale of benefits, receive 
a110wances for a total of but two dependents, and in Category II 
for only three dependents. In the other categories, allowances 
for the full four dependents could be provided. By such a system 
the relative differences in benefits between the categories would 
be reduced for those with dependents. Thus, for those with four 
dependents, the benefits received by those in Category I would 
be 70 per cent of their basic wage as compared with So per cent 
for those in Category X. Since for those without dependents the 
relative percentages would be 60 and 30 respectively, the per
centage difference would be reduced from a point where Class I 
would be given double the relative benefit for C1ass X to a point 

. where it would receive an excess of ouly two-fifths. 
Upon such a basis as this, it is possible to obtain fairly ap

proximate estimates of the relative added cost which such allow
ances wQuld entail. Since approximately 75 per cent of the adult 
Ina1es are Inarried and since the average number of dependent 
children per occupied male is around I.:Z, then it follows that the 
average number of dependents per gainfully employed adult male 
does not exceed 2.0 (I.:z + .75). The additional cost for the 
unemployed men of dependents a1Iowances would not, there
fore, at the most be more than 10 per cent of their respective 
basic wages. But thiS figure would be reduced for the system as 
a whole by deductions for the following classes: 

(I) The gainfully employed wives of insured persons for whom 
no dependents a1Iowance would be granted. 
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(2) Children beyond the third, in all families, and beyond the 

first and second in categories I and II respectively, for. whom 
allowances would not be paid. 

(3) The far smaller number of persons dependent, on the aver
age, on women than on male workers. 

(4) The very few dependent 08 the labor 'of the juveniles. 
When all these facts are taken into consideration, with a rough 

allowance made for the importance of each factor, it would ap
pear that the total added loading which such allowances would 
occasion would be somewhere around 6 or 7 per cent of the 
respective basic benefits. The proportionate addition which this 
would form to the cost of unemployment insurance is more dif
ficult to estimate but is discussed in Chapter Six. In the beginning 
however it would be safer to omit such allowances and to pay the 
same benefits to all, regardless of the family conditions of the 
claimants. 

6. For how long should the standard benefits be pawl-In 
order to ensure the relative solvency of the insurance system and 
to impose a maximum beyond which it should not be liable, some 
limit must be set to the number of weeks for which an unem
ployed person may draw standard benefits under the insurance 
system itself. The failure for a long time to draw any such 
distinction in England anq the consequent loading of the insur
ance fund with the unemployed who had either exhausted or not 
qualified for the standard benefit has been responsible for a very 
large fraction of the debt of approximately one hundred million 
pounds with which that fund has been burdened. 

It is well to provide, therefore, a maximum number of weeks 
within an insurance year for which benefits may be paid. This 
period in all probability should be not more than 26 lior less than 
IS weeks. The former is the span now provided for standard 
benefit under the British system and was the length of time 
originally established under the German system,' although within 
the last few months this period has been reduced in the latter 

'Mollie Ra7 Curol1. C ..... u_~ ''''''''' \II>. s6-n; Inter.-
tIoDal Labour omce. C ..... u_",.,,...., ,_ u., Iqislelm. s.n.., 
"917. GermaD7. 
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country to 20 weeks.s On the whole, it would seem safest to 
commence the system with an initial maximum period of 20 

weeks in an insurance year.sa As the finances of the fund permit 
and as the need develops, this' period of standard benefit may 
perhaps be lengthened until ultimately perhaps 26 weeks may be 
the maximum. But it is well to begin more cautiously. 

7. What ratio, if any, of contributions to benefits should be 
requi,red?-Another way of protecting the resources of the fund 
and of limiting the inroads which bad personal risks might make, 
is to limit the number of total weeks during which benefits may 
be paid a worker so that they shall not exceed a given proportion 
of the weeks during which contributions have been made for or 
by him. If it were required, for example, that at least three 
weekly contributions must normally have been paid in for each 
week of benefits drawn, then this would mean that over a period 
of years, a worker could not draw unemployment benefit for 
more than one-quarter of the total time, even though in a given 
insurance year he might receive the grant for the maximum 
standard period of 20 weeks or more. 

Since the workers would naturally have had no opportunity of 
accumulating credit for employment prior to the passage of the 
act, the enforcement of this rule of "3 to I" would have the effect 
of limiting the benefits to 13 weeks during the first year. Since 

. good workers who chanced to have ill luck might suffer unduly 
from such a restrictinn, it would seem wise not to impose this 
limit for the two or three years. This would give the better work
men a chance to accumulate credits and hence to prevent their 
too early disqualification. The act should therefore be drawn so 
as to exempt the unemployed from such a ratio for this period of 
time but it should also provide for an application of this ratio 
after the transitional period had once been passed. 

8. Should refunds be given to individ1Ulls who by tke end of 
their working life bove paid in more in tke form of contributions 
tbon they bove drawn out in unemployment benefits?-The inci· 
dence of unemployment is very unevenly distributed over the 

• Jlmmry Df LtJb_ Gaulle (Novem ...... 1931). p. 420-
.. The Ohio biD provides for 16 weeD of baJdtt. 
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working class population. Thus after five years of experience 
with the British systemj it was found in 1925 that one-half of the 
contributors alone had drawn benefits and the remaining half 
had not drawn any.8 And two and a half years later, it was dis
covered that during this timeT "three-quarters of the insured 
claimed no benefit at all and only_one-twelftli were recipients for 
really long spells." Such being the case, in the absence of a refund 
system, it may be complained that unemployment insurance, 
where the workers contribute, makes real inroads upon the in
come of the energetic and skilled workmen in order to help 
maintain the inefficient minority. A system of refunds, such- as 
was provided by the original British act of 1911, whereby the 
workers on reaching the maximum age covered by the act would 
receive in a lump sum any excess of their contributions over the 
benefits drawn, would obviously remove any possible ground for 
criticism on this score. Should it then be adopted? 

I do not believe that it should. But my opposition is not based 
on any supposed incompatibility between the principles of insur
ance and saving which was advanced as an objection by Mr. 
A. W. Watson, the actuary to the British Government, in his 
statement to the Geddes Economy Committee.' It is instead 
grounded on the following points: 

( I) That while the incidence of unemployment is less in the 
case of the more efficient workers, they are still exposed to con
siderable dangers against which they need insurance. The decline 
of an industry or a trade such as glass-blowing, carriage-making, 
or coal mining may serve to throw relatively competent men out 
of employment. In a fast changing world, therefore, even highly 
skilled men are not secure. The business cycle moreover is no 
respecter of persons and cuts down some of the just- as wen as 
the unjust. As old age comes on, men slow up and those who 
could always find work at 35 years of age may well find it diffi.
cult to obtain employment at So. The fact that for any given 

• R. C. DavisoD, Wilal I. w,o., will 11_~ 1_' (1930), p. II. 
, Ibid. p. OJ • 
• Fir .. 1_ R'~, C .. ..ulu o. NIJIioroaI ~, Cmd. 1581 (Ig .. ), 
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period of years the majority of the workers have not drawn any 
appreciable benefits does not mean, therefore, that over the span 
of a lifetime this same proportion will obtain such a minor share. 
In large part, at least, the excess of contributions in the early 
years will tend to be counterbalanced for the same person by an 
excess of benefits in the latter portion of his working life. The 
inequality between individuals is therefore far less than appears 
at first sight. 

(2) Since virtually every worker is therefore exposed to the 
risk of unemployment and if the contnbutory basis is accepted it 
would scarcely be in harmony with the principles of insurance to 
return to the insured all contributions in excess of cash benefits 
received. It is a principle of insurance that there shall be a pool
ing of risks. All give up a little in order that some may not lose 
much. In this way all the insured lessen their mental worries of 
what may happen should they be unlucky enough to experience 
the loss. Only a small minority of the houses insured against fire 
actually burn. But all their owners sleep more easily of nights 
because they know they are protected. To return the premiums of 
those whose houses do not bum would be tantamount to pio
viding in a game of chance and uncertainty that whenever the 
head of a coin was turned, the policy-holder would win and when
ever the tail came uppermost, the insurance fund would lose. And 

. so, in some measure at least, would be the situation were the 
practice of refunds to be instituted in conjunction with unem
ployment insurance. 

Behind and beneath all this lies moreover a still deeper prob
lem, namely, the degree to which even the relatively inefficient 
can be held responsible for their unemployment. While ineffi
ciency may detennine the incidence, it certainly has little to do 
with the amount of unemployment. In a world characterized by 
seasonal fluctuations, technical and market changes, business 
depressions, and international conflicts of interests, there will 
inevitably be a large number of unemployed. The poor unfortu
nates upon whom the industrial gate closes can in general be no 
more held responsible for their plight than a scrawny tenth of an 
oriental population, killed at the whim of a tyrant who wished to 
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reduce his subjects by that proportion, can be said to have in
curred this doom because of their malnutrition. If all the workers 
were in fact to become as industrious as the heroes of Samuel 
Smiles and as virtuous as the proverbial Galahad, then, if the 
industrial mechanism were to remain as it is, unemployment 
would be no less their portion. 

(3) Finally the administrative difficulties connected with any 
system of refunds would be enormous. For not only would it be 
necessary to keep complete records for a worker's entire em
ployed life of both the contributions he had made and the amount 
of benefits drawn, but if these were on other than a fiat-rate 
basis, the process of computing the respective totals would be 
both complicated and expensive. Since the problem of adminis
tration will be difficult enough at best, the added outlay of energy 
and cost should, if at all possible, be avoided. 

9. What provisio", il a"y, should be made lor those who, while 
ge"ui"ely .memployed, have exhausted their claim to staPldard 
be"e fits or who have exceeded their ratio 01 prior co"tributiom' 
-Even in good times there will be some who, because of tech
nological changes or advancing years, will still not be able to 
find employment after the 20 week period of standard benefit 
has expired. During periods of depression these numbers will be 
enormously increased. Under the strict rules of insurance, which 
I have suggested, these workers after having exhausted their 
"claims for benefit would, in the absence of any further provision, 
be dropped from the roll and either thrown upon public or pri
vate charity or in large numbers into destitution. Such a pro
ceeding will inevitably and properly arouse a storm of popular 
disapproval. For the public will not willingly permit good men 
who have been protected for a time to be dropped so completely 
when, through no fault of their own, they are still unable to find 
employment. Unless an adequate supplementary system of relief 
is built up which is not humiliating in character, there will be a 
strong movement for a further extension of benefits under the 
insurance system to those who have exhausted their standard 
cIaims. If the experience of the European countries is any guide 
this movement will be successful. The expense of unemployment 
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insurance would under these circumstances rise appreciably above 
the amounts originally contemplated and the problem of financing 
the system would become much more difficult. 

It is largely this difficulty which the business men of this 
country are in a confused way aware of and which is in part 
responsible for their opposition to the plan. Most of the advocates 
of unemployment insurance in the United States have, however, 
tended either consciously or unconsciously to avoid this problem 
which they have uneasily recognized as being the real skeleton in 
their financial closet. To bring this issue out into the open, they 
have feared, would still further frighten an already too timid 
public and would greatly retard the inauguration of this much
needed type of protection. It is better, they have implicitly rea
soned, to slur over this issue as much as possible and to face it 
only after the act has been passed and an economic emergency 
arises. 

Now this attitude, although lacking in perfect candor, is quite 
understandable and indeed compatible with honest propaganda. 
But neither the scientist nor the statesman can rest content with 
any such evasion of the issue. The problem is a real one and must 
sooner or later be faced. There is every reason, therefore, why 
it should be brought into the open and an answer sought. 

If we tum to European experience we find that Germany and 
. Great Britain originally adopted different methods for dealing 
with this class of unemployed. In Great Britain, those who had 
exhausted their c1aims to standard benefit came nevertheless to 
be carried by the insurance fund on what was successively termed 
"uncovenanted" "transitional" and "extended" benefit for almost , 
unlimited periods of time. In Germany, on the other hand, after 
the period of standard benefit was exhausted, the unemployed 
were cared for, during a limited period of time, by an emergency 
benefit, the cost of which was borne by the national and local 
governments in the proportion of four-fifths and one-fifth. The 
length of this emergency benefit has gradually been extended as 
the unemployment crisis has beCome progressively more severe 
from 13 to 42 weeks. 

In the last two yeaIS the differences between the two methods 
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. have been greatly Ieduced by fundamental changes in the British 
law and in its administration. In 1930, the Labour Government 
transferred the cost of the "transitional" benelits from the insur
ance fund to the state itself. The second step was taken last 
autumn (1931) after the fall of the Labour Government and the 
formation of the lirst coalition ministry, when by an act; later 
supplemented by Orders-in-Council, the so-called "means test" 
was imposed. Workers who had received 26 weeks or more of 
benelit in a year, or who had not satislied the statutory pro
visions concerning prior employment, were not carried more or 
less automatically on the transitional benelit but were subjected 
to examination by the local Poor Law authorities to determine 
whether or not they were in need of the full benelit and, if not, 
whether it should be reduced or abandoned. 

Both the foreign experience and the logic of the situation 
would seem to indicate, therefore, that some provision must ulti
mately be made for those who have exhausted their standard 
benelits which should perhaps be of the following nature. 

(CI) The question then presents itself whether this supple
mentary aid should be extended under the insurance system or 
whether it should be given in the form of outright charitable 
relief. Despite all the dangers, there is good reason for utilizing 
the insurance mechanism for the actual disbursement of funds 
for this group. Thus it is desirable that these men should be saved 
for as long as possible from the humiliation of charity and from 
the dangers of pauperism. Then, too, the unemployment system 
would be far more able to administer the work test than would 
the charitable and relief agencies .. It would seem best therefore 
to carry for a limited period of time the unemployed who have 
exhausted their standard benelits under a system. which will 
really be a blending both of insurance and of relief. Thus the 
actual payments and the handling of the work test can best be 
administered by the insurance and the employment offices. In this 
way therefore the workers will not be humiliated by receiving 
relief from the charitable agencies and instead will receive their 
benelits from the same immediate source as the unemployed who 
are receiving standard benelits. They will therefore not lose caste 
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among their fellows. On the other hand, the determination of 
how much these unemployed should receive would be lodged in 
committees separate from the insurance machinery and the bene
fits would not be automatic in nature or amount but should be 
graduated according to the need of the claimants and their 
families. 

(b) The period of this emergency benefit sbould probably not 
exceed 13 weeks for those under the age of 40 except in periods 
of great depression when it might be lengthened to 18 weeks. 
Those over 40 might, in view of their greater difficulty in finding 
work, be given a somewhat longer period of protection which 
would range from 13 to 23 weeks. 

(c) The administrative body in charge of the act should be 
given the power to confine the emergency benefits to certain lo
calities and industries. 

(d) The emergency benefits should, as intimated, only be 
granted to those in actual need of them. They should not, there
fore, be a "right" as in insurance proper. In the interpretation 
of need, however, both the act and the administrative authorities 
should lay down definite standards and should not throw the Jocal 
authorities upon their own unfettered discretion, as has been done 
in England by the Coalition government in its attempt to free the 
central government and the unemployment insurance system of 

. all responsibility for the administration of the means test. Some 
general standards fairly hOOraJ in nature should be issued by 
the central relief authorities to the local bodies who will admin
ister the, test on such points as: (I) the degree to which the 
earnings of other members of the family should be taken into 
account, (2) the degree to which the private savings and insur
ance of the workers should first be exhausted, (3) the deductions, 
if any, to be made for military pensions and bonuses, (4) the 
deductions, if any, to be made for home ownership, etc." 

As a result of considering all of these factors, a considerable 
percentage of the c1aims for extended or emergency benefit 

• Since these lines ...... writ ..... the Britl5b aatioDal gOVOl'llDlall hal promioed 
to iDtroduee more IiberaJ """ more UDiform otaDdardo in the admiai!tratioD of the 
mtaII!I test. 
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would be disaIlowed completely, while another large proportion 
would be granted only in part. 

(e) The financing of the emergency benefits should prop
erly be derived from public funds rather than from either private 
bodies or the insurance fund itself. While the insurance offices 
would payout the money, the insurance fund would not pay for 
the emergency and supplementary grants.-

(/) In order to obtain the revenues needed for these emer
gency benefits, state governments should assess progressively 
graduated taxes upon incomes and inheritances. The burden of 
these expenditures should not be thrown upon already overbur
dened real estate and tangible real property. 

It would be wrong (as the present national administration has 
sought) to foist the burden of such relief upon the localities or 
even to confine it to the states. Some of the states do not have 
income and inheritance taxes and in these cases the principle of 
"local responsibility" wiIl mean in effect that the cost will be 
saddled on the small property owners while the holders of large 
incomes will largely escape scot-free. Federal aid is necessary to 
ensure that those best able to pay shall bear their share of the 
total cost. A further reason for such federal aid lies in the fact 
that a big percentage of the large incomes are received in states 
other than those in which they were earned. Thus the capitalistic 
classes largely live in a narrow strip· of land extending from 
Washington to Boston together with an area around Chicago. 
But the incomes which these classes receive are derived in part 
from railways, mines, etc., which lie west of the Mississippi and 
from industrial regions outside the state in which they live. Some 
national provision of funds is therefore needed to meet this di
vergence between the situs of the property and the reception of 
the income. Perhaps the fairest distribution of the expense of 
meeting these emergency benefits would be for the national 
government to contribute one-half and for the states to contribute 
the remainder.' A system of federal aid would thus be built up 

OlD th_ lllat .. such u Penasy\vaDia wben th .... is • COIIStItuticmal provisiOD 
PmleDu... the lllatos hom ..... u... sucb relief directI7. the state share will have to 
be _ by the IocaHljeo, BIlt It It imporatiw that tbeoe <ODStitutloaal ftIIIridio .. 
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which would enable the national surplus to meet what is after 
all a national need but which would at the same time preserve 
state responsibility and ensure the relatively economical expendi
ture of the funds. 

What then, it wiJI be queried, should be done for those who 
after exhausting their emergency benefits are nevertheless still 
unable to find work and are in need? Should these be continued 
in their quasi-insurance status or should they be transferred di
rectly to an outright relief basis? There will be strong pressure to 
choose the former alternative. But even though the insurance 
system itself should be freed from all expenses connected with 
the emergency benefits, it would seem wise ultimately to transfer 
the unemployed to the outright relief funds. These funds should 
not however be derived exclusively from local property. There 
should be state grants-in-aid and federal grants as well. This 
broadening of the basis of financial support for outdoor relief 
should of course carry with it state and national supervision. 
These bodies should require the local authorities to put the per
sonnel administering the aid on a non-political basis of appoint
ment and tenure. Adequate civil service tests and protection 
should be imposed and a trained group of social service workers 
provided. 

The present national emergency should compel us to abandon 
,our present highly decentraIized and localized method of caring 
for the unfortunates who are thrown into great need by unem
ployment and other social calamities. The real needs of men can 
never be met in that way. We need to overhaul our relief ma
chinery to that end and this is one of the most pressing govern
mental issues of the day. 

It will be noticed that the strictly insurance features which 
have been proposed to care for the unemployed could be insti
tuted independently of the program for supplementary emer
gency benefits and subsequent relief. Insurance need not and 
should not wait upon such a reorganization. But it should be 
emphasized that unless these provisions for adequate and well-

mould be elimjnated as quicldy as possible aDd that IIate iDcome, iDberitaDU, aDd 
corporation tax laws be kvied. 
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supervised relief are instituted, then in the next period of great 
unemployment when needy men have exhausted their standard 
benefits, either one of these two dangerous courses is likely to 
be followed: (I) the cost of carrying the unemployed for these 
long periods will be saddled upon the insurance fund with the 
result that the resources of the system will !lot only be exhausted 
but it will be compelled to go into debt. This will cause the oppo
nents of insurance to claim that the system will have broken 
down and the result will be a popular discrediting of the principle 
or (2) that if the insurance funds are maintained inviolate then 
those in need will be given grossly inadequate relief. 

In order, therefore, to build up adequate second and third lines 
of defense against destitution, it is necessary to buttress the 
front line trench of insurance by emergency benefits and then by 
proper relief. The price of a solvent insurance system is therefore 
a decent provision for relief which will be financed, in periods of 
depression either from the surplus income of the nation or from 
the creation of additional monetary purchasing power. 

10. Should emergency benefits be granted to those who haTJe 
not been able to fulfill the requisite conditions 0/ prior employ
mentl-If we thus provide some added protection in the form 
of emergency benefits with a quasi-insurance status for those who 
have exhausted their claim for standard benefits, should we also 
make a similar provision for those who have not been able to 
acquire the necessary weeks of employment during the two pre
ceding years to enable them to qualify for standard benefits. 
This will be urged by some as both logical and humane. For 
during a business depression or a prolonged period of technologi
cal displacement, honest workmen who are still part of the avail
able working force may find it difficult to obtain the requisite 
minimum number of weeks of employment. 

But however appealing individual cases may be, there is 
surely a difference between granting extra protection to those who 
by their employment record have shown that they may be con
sidered members of the active labor supply and accepting on 
trust those who cannot give tangible evidence that they still have 
a place in industry. A letting down of the bars in this direction 



106 STANDARDS OF UNEMPLOYMENT INSURANCE 

might swamp the insurance scheme with hordes of peripheral 
workers who, while able to find occasional employment, are not 
able to become regular workers. It would seem best, therefore, 
not to bring these workers under the protection of the inter
mediate form of emergency benefits but to have them cared for 
directly by public relief of that adequate character which has 
already been outlined in the previous section. 

II. Should the benefits begin immediately eligibility has been 
obtained or should a lurthe4" initial delay be imposed in order to 
build up a reserve?-The requirement that the unemployed 
claimant must have been employed in an insured occupation for 
at least 36 weeks during the two preceding years or 20 weeks in 
the preceding year will in itself ensure that no benefits will be 
paid out for five months after the act goes into effect. This will 
permit the accumulation of a moderate reserve fund and the 
development of a system of records and procedures for the ad
ministrative work.lo The financial solvency of the fund would be 
stilI further protected if it were also provided that no benefits 
were to be paid during the first year. Such a further delay would 
. seem to be advisable if the act were passed in a period of pros
perity or of so-called "normal business." If, however, the measure 
were to go into force during a business depression, so long a 
delay would inflict great hardships upon many innocent workers 
and under these circumstances, it would be better to have the 
benefits begin as soon as the unemployed had established their 
eligibility. 

12. Should the benefits granted by the system be limited by itl 
resOUl'eel 'or should the state guarantee and underwrite any del
icit?:-In England the benefits provided are an absolute right of 
the workers who satisfy the necessary conditions. If the fund does 
not have the necessary resources, there is a moral obligation upon 
the part of the state, which it has thus far recognized, of advanc
ing the needed sums to the fund. These advances have nominally 
taken the form of loans upon which the fund is charged 5 per 
cent interest. But since the debt now amounts to approximately 

-1bere will also be available for this Jatt.r __ the time bet_ the 
)lIISSIIge of the act and the date on wbicb the contribotiDn will begin. 
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100 million pounds there is little likelihood that this will be paid 
off in any predictable future, and ultimately it will probably bave 
to be settled by the state expunging the debt and assuming the 
burden. 

The draft prepared by the American Association for Labor 
Legislation and the bill actually passed by.the Wisconsin Legis
lature on the other hand fix a maximum liability and scale the 
benefits down to prevent any added sum from being paid. The 
Wisconsin act provides that the total reserve set up by any 
employer need not exceed an average of $75 per employee and 
that when this average reserve falls below $50, then the maxi
mum benefits which would otherwise be $10 a week, are to be 
decreased by $1 for each reduction of $5 in the reserve ratio.ll 

By the time, therefore, that the rese~ves were exhausted, the 
benefits would cease. 

The original bill of the American Association for Labor 
Legislation provided that the board administering the plan for 
each industry should keep the fund always solvent. To do that, 
it was empowered to reduce the benefits and alter the periods 
of payment.llI 

This difference in approach has been largely caused by the 
difference in the Jlolitical balance of power in England and 
Europe as compared with the United States. In the former 
countries, labor is politically powerful, while with us it is rela
tively weak. It follows, therefore, that while the European laws 
assure the workers that their benefits will. be paid, American 
proponents are more anxious to assure the employers that their 
liabilities will be limited. 

But while political considerations must necessarily be borne in 
mind, there are other factors which should not be neglected. If 
benefits are reduced for the genuinely unemployed dUring a 
period of depression, then the loss must largely be met out of 
either a greatly impaired standard of life or from private and 

II See WlIcoDain Stat"tes, Cbapte< 00, Laws of SpecioJ Session of 1931, s.o. 
110 .. 108.06 aDd loS.lB. 

USee Soctioa 14 of their bill: ..... ....nc... ,.,.. ,ar u_~ R ........ 

" ....... 
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public charity. The burden is, therefore, not so much reduced 
as transferred, and the good fiscal showing of the unemployment 
insurance funds may be attained at the expense of the unem
ployed, the philanthropic members of the community and the 
local tax-payers. It would therefore seem wise to provide the 
following sources of protection against any reduction in the rates 
of benefit: (I) In establishing the rates of contribution, liberal 
allowance should be made for the factor of cyclical unemploy
ment and unduly optimistic judgments of the future avoided, 
(2) The body administering the system sbould be given the 
power in grave emergencies when funds are running low and a 
high degree of unemployment exists, to increase the assessments 
to a limited degree. I would personally favor a provision which 
would permit such a further assessment up to an amount equal 
to one-fifth of the normal rate of contribution. (3) Whether the 
state or national governments should then come to the aid of 
any set of state funds which were not able to meet the claims 
for standard benefit cannot be dogmatically determined in ad
vance. If such aid is given, it should be treated strictly as a 
loan and repaid with interest. 

There are many monetary theorists who believe that one of 
the remedial steps needed during a depression is for fresh 
monetary purchasing power to be pumped into circulation by the 
government. This, it is argued, would lessen and perhaps reverse 
the fall in the price-level, help to increase profit margins, and 
thus aid in starting production and employment upward. If this 
is so, and personally I believe that it is, then there is a socia1 
gain from action on the part of the national government in 
increasing the quantity of monetary purchasing power at such 
times. The financing of unemployment relief would be one of 
the most appropriate avenues through which this monetary pur
chasing power might get into circulation and affect trade. Tbe 
maintenance of purchasing power would under such conditions 
be regarded as of more importance for industry itself than keep
ing the insurance funds free from federal subventions. Since it is 
probable, however, that the contnoutions of the federal govern
ment to industrial stability can best be made through aid in 
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financing the emergency benefits and the out-door relief itself, 
it would seem advisable during the initial stages to limit the 
liability of the fund to the resources available and to give the 
administrative body the authority to reduce the benefits in order 
to ensure the fiscal solvency of the funds. If conditions should so 
develop that this would mean too stringent _a reduction of bene
fits, then either (a) this limiting-provision could be repealed and 
state and federal loans made to the funds or (b) relief grants 
could be made to supplement the insurance benefits for those 
who were in need. 



CHAPTER VI 

WHAT WOULD BE THE PROBABLE COST OF UNEM
PLOYMENTINSURANCE? 

One of the common objections to unemployment Insurance is 
that we cannot foretell its volume and hence cannot fix the 
needed premium rates. The implication of this criticism is there
fore that we should either abandon the idea of instituting such 
insurance or that we should wait until sufficient information has 
been accumulated to permit us to make precise actuarial calcu
lations of the risk involved. In opposition to this point of view, 
the present chapter will take the position j first, that we already 
have sufficient information to estimate with an approximation to 
accuracy what the relative costs would be of an Insurance system 
of the type which has been outlined and secondly, that even 
though there may be a margin of error in these original estimates, 
the experience which the system acquires as it goes on should 
enable the premium rates to be adjusted at a point which over a 
period of years will enable the income to balance the expendi
tures. There is indeed no practicable way of accumulating ade
'quate actuarial experience without Instituting such a system and 
as in every other form of Insurance, the system can "buy experi
ence" as it goes on. To deIay Installing such a pIan until the 
necessary data have previously been accumulated is, therefore, 
in effect to wait forever and those who propose this policy are in 
practice giving the same hortatory advice as the mother who per
mitted her daughter to go in swimming on condition that she 
should never go near the water.' 

• As a matta of fad; the Metropolitan Life ImuraD<e ~ Ia I92S _
eutIy felt that UDemployment .... ouIIicitDtly _Ie 10 that It .... lady to 
write sucb iDsurance. Thus the late Mr. Baley Piske, the then pl"esideDt of that 
COIDJIODY declared, that It "is williDg to ex .... __ uemployment
••• aDd it aJready bas formulated rough plam on _ to work, ~ the r.qa. 
Iature bas giv ... as the requisite laws.· Mr. Il. A. Bobaat, the ._ ... aduaIy of 
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As a matter of fact, the estimate of relative cost is a result of 
the following sets of considerations: (I) The probable volume 
of unemployment on the basis of past experience, (2) the relative 
average ratio of benefits to wages, (3) the deductions to be made 
from maximum benefit payments because of the limitations im
posed by the requirement of (a) a waiting period and the periods 
of prior employment, (b) the dis~ontinuance of benefits after the 
expiration of the standard period and (c) the disqualification of 
claimants for leaving positions without "just cause" or refusing 
to accept "suitable employment," etc., (4) an estimate of the 
added expense which would be incurred by providing benefits for 
excessive short-time, (5) the probable added costs of administer
ing the system, and (6) an estimate of the contingent allowance 
needed to meet errors in estimation, unexpected burdens, (7) an 
allowance for interest on balances. In the succeeding pages, these 
points will be taken up in sequence and then consideration will 
be given to the question as to whether the system cannot acquire 
sufficient added experience as it goes to meet any further 
actuarial problems in an adequate fashion. 

I •. The probable averoge 1J0lume 0/ unemployment.-The best 
way of measuring the volume of unemployment is through 
periodic censuses of the unemployed and failing this through the 
registration of the unemployed which unemployment insurance 
entails. We have had such censuses in this country in 1890, 1900 

the company, made the following statement ill the ssme pamphlet, "It ia granted 
that data available does Dot fumlsh statistics &I complete &I may be desiml. How
ever It Is Deceas&I)' to have Insurance operatlDa: ill order to collect the statistics. la 
the hegInniq, lust &I was dODe In life, health, and other hranches of insunmce, 
whatever data are available must be .....t. There are avaiJable today ill the United 
Stat .. about &I atisfactory data &I was avaiJable In Great Britain In IgII when 
Its unemployment lChom. was established." These quotatiolll from p&&eI 1 and 6 
respectively of 11. A. Hobolll, .. I'rodiaIJ P ..... 0/ U .... ~ ... ,_ 
New York, MetIopoUtan Life lusurance Co. 19'5, .... taIr.eD from the R.",.. 0/ 
... Ollio C_ooissIoa .... U_~,....,.. 1_ (1930), pp. ",-"g. 

Mr. Hohaus Indeed concluded his pamphlet by statlDa: that "at least one insur
ance company feels that the problems of wrItIDa: unemployment insurance .... not 
insurmountable and It is optim.istic: about the practicability of this type of insur
ance. As IOOD U the _ laws are &m.eDded 10 that It may offer this type of 

co-.ItWWdo .... • 
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and 1930, and for the larger cities in January, 1931.1. But thi 
evidence is in itself alone too fragmentary to permit an adequat 
estimate of the relative volume over a period of years. Lacking th 
information' which unemployment insurance and wide-sprea, 
trade union benefits would afford, we are thrown back therefor 
upon a more indirect and necessarily more inaccurate method ~ 
estimation. That method very briefly is to deduct (I) the esti 
mated total number of persons employed in manufacturing, tram 
portation, mining and construction from (2) the total number ~ 
persons constituting the labor supply from these industries, ani 
then (3) to find the percentage which this residual formed of th 
total number previously seeking work in these lines. By suc: 
methods Mr. L. D. Stinebower and I computed the probabl 
volume of unemployment in these four major industries for th 
thirty years from 1897 to 1926. This, according to our compu 
tations amounted to the following percentages: 

TABLE vm 
ESTDL\TED PnCENTAGES CD UNEKPLOYIIENT IN M.AlfmACl't1KDfG, TLuSPOJlTATIOJ 

BUILDING, TaADES AND MINDIG,· 18w-J:926 

Year 

.897···.··· ............. . 
·89S .................... . 
'899· ................... . 
19oo ..•.......•...•..•••. 
..fOOl •••••••••••••.••••••• 
1902 ••••••........••••••• 

·903······· ............. . 
1904····· ........... , ... . 
·905·············· ...... . 
·906············ ........ . 
1907······ .'-............. . 
• goB ••••••••••••••••••••• 
·909······· ............. . 
1910 ••••••........••••••. 
1911 •••..••.•••••••••••.• 

18.0 
.6·9 
10·5 
10.0 

7·5 
6.S· 
7·0 

10.1 

6·7 
5·9 
6·9 

.6·4 
8·9 
7·' 
9·4 

Year 

1912 ••••••••...•.•..•.•• 
1913 •.•.....•.••.•....•• 
1914 •.••.•.••••••••••••• 
1915 •...••.•..........•. 
1916 ....•..•••..•....... 
1017 ....•.••.........••. 
• 9.S •................... 
1919···········-···-··· . 
1920 •••••••••••••••••••• 
1921 •...•••••••••••••••• 
1922, ••••••.•••••••••••• 

1923 ........... P- •• ••••• 

1924 •.....••..•....•.••• 
1925 .....•...•.........• 
1926 •••••••••••••••••• " 

7·0 
8 .• 

.6·4 
'5·5 
6·3 
6.0 
5·5 
6·9 
7·' 

23. 1 
18·3 
7·9 

12.0 

8·9 
1,5 

• '!'be methods followed are deKribed. ill detail D:t ~ _1lIiIIl W.,. ia ,,. UfIiUtI SI4I#.II, r8~r_. PI 
tt:;,460. The pen:eatases of DDemp(oymmt fIX the I:IuiJdiq tndc:s were computed from lbe New York aD 

·cbowt. statUtica 01. tnde IIDica empIo)rmmt ill thole iDd:IatrieI while for co.I IDiaiaI: ~ wa 
computed from data 01. the U. s. GeoIoPcaJ Survq OD the aumba' of d.~ the miDes were opeD.m ocI 
;rat. TIM: eatimaces b .... nuf .... "Dq aDd ~ WIle obtaiDcd b.J' &be JDedIodI oat1irMd abon 

.. Such material was al!o coIlecled is "'0 by the _ but was DeVer tabu· 
Jated. Th ..... have al!o beea 1oc:a1 periodic ceJI!WIaI of anemploymeat iD Columbul 
OIUo; Philadelphia; aud Bu/IaIo; but theoe have beea too IiaUted iD Ibm .... 
graphical scope to permit of any __ wide atimate. 
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The annual average for the thirty years as a whole which was 
obtained by this method was 10.2 per cent. It should be under
stood however that since the above index does not include mer
cantile trade, domestic service, or the public utilities where the 
amount of unemployment is somewhat less than for the indus
tries covered, the average for industry as a whole would be 
somewhat less than that indicated. The index also included the 
sick and disabled who were prevented from working for pro
tracted periods of time and the deduction of this group would 
still further lower the average. If we make allowance for these 
factors, the average percentage during this period would prob
ably be nearer 8 per cent than 10 per cent. 

It is only fair to add that this method has been severely 
criticized by several economists on the ground that since it deals 
with residuals, slight errors in the absolute figures of the total 
labor supply or the numbers employed would produce greatly 
magnified errors in the result. This criticism is theoretically 
sound but a considerable corroboration of the estimates is given 
by an independent analysis of the censuses of unemployment for 
the years 1889 and 1899. In the first year, the average for 
manufacturing and transportation by our method was 5.6 per 
cent while the census average was 4.5 per cent, while in 1899 
our average was 7.7 per cent and the census average 5.6 per 
cent. In view of the fact that our index included disabling illness 
while the census figures did not, the difference between these 
two sets of data is sufficiently close as to give some credence to 
our estimates. There is also a fairly close correspondence in 1915 

between the results of the survey of the United States Bureau of 
Labor Statistics and our estimate. The Bureau's figure when 
adjusted for the year as a whole amounts to somewhere between 
II and u per cent for all industry whereas our results for 
manufacturing, the building trades, and transportation are 14.4 
per cent." In spite therefore of the theoretical difficulties, we 

• On. 01 the criUca 01 our work, Dr. Leo WoImaIl, IS a matt ... 01 fac:t uood IUl 

Ideotkal metbod III computlq a miDlmum estimate for Mr. Hoover's C_U'" 
OIl R ...... & .. ".;c Cit<aIora for the ,.... 19'0-'7. See ibid., pp. 469-78. His 
work ...... ed 10 ucell ... t tbat I adopted his ..... 115 for the ,.... Ig ..... 6 III my 
IlUdy, which appeered lOme DiDo 1DOIl\hl .. booqueotly. But Dr. Wolmall theo 
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shall probably not be far wrong if we estimate the average per
centage of unemployment during this thirty-year period at some
where between 8 and 10 per cent. If we consider therefore only 
the experience prior to 1929, we would probably lind that 10 per 
cent was a very generous allowance which would in itself contain 
some margin of safety. It will therefore be used as a basis at 
least for estimating the probable costs of unemployment benefits. 

2. The ratio 0/ average benefits to wages.-If the benefits are 
a uniform percentage of the wages, it is of course relatively easy 
to estimate the probable maximum of pay mounts. If 50 per cent 
were for example chosen, as is proposed in the Ohio bill, then 
the maximum cost would be approximately 5 per cent of the 
wages. That is, the 10 per cent of the unemployed would receive 
half wages. If the uniform percentage were 45 instead of 50 the 
maximum load would be 4.5 per cent. From this should be 
deducted, of course, the proportion of the wages received over 
any maximum amount which is protected. Thus under a 50 per 
cent benefit and a $15 a week maximum payment, all wages over 
$30 a week would have no further protection and this would 
mean a deduction from the total maximum cost. It is difficult 
to estimate how much this would amount to but an estimate of 
from one-half to three-quarters of one per cent would probably 
not be far from the facts.' This percentage would in tum be 
decreased were the maximum benefits raised above the $15 level. 

If a sliding scale of varying percentages of benefit similar to 
that which has been proposed in the preceding chapter should be 
adopted, then the problem of computing the percentage cost 
would be, somewhat more difficult. For we do not possess suffi
cient information about the relative number and proportion of 
the workers who would belong to each of the wage categories to 
determine with precision what the average of all these rates of 
benefit would be. We would probably not be far wrong however 
attacked my method (see Nert> Republie, August, 1930). So far .. is kDowD, bow
ever, Dr. Wolman has DOt recanted on the iDda he prepamI far ~ &Dtuwttie 
C"""gu a1though he II!<d a virtually jdentical mdhocI aocI his _ formed • 
part of mine. 

• This would be on the assumption that from oae-IeDlh to oDHislh of the total 
iDcome of the workml came from IIIIDI 1'tUived ill __ of $30 ........ 
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if we were to take the average earnings of urban labor as furnish
ing the norm from which these computations could be made. Miss 
Jennison and I found that in 1928 the average annual earnings 
for the some fifteen million urban workers whom we covered in 
our study was $1504.' This would have amounted to average 
weekly earnings of $28.86 which would have fallen into category 
V, and to which the average rate of attached benefit would be 
42 per cent. -

There are two further elements of uncertainty however in 
adopting such an estimate of the average benefit rate: 

(I) The first is the fact that under the plan which I have 
proposed the benefits would be based on full-time weekly wages 
while the averages quoted were for actual weekly eamings. To 
the degree that there was a disparity between these two, we 
might find that the use of the former might cause the average 
category to be other than category V. Since short-time and 
absenteeism are customarily more importaJit than overtime pay
ments, it is prohable that any error here would lie in putting the 
category at a lower point than in reality it would be. But it is 
highly improbable that this would have moved the average above 
category VI. This would have meant an average benefit rate of 
38 per cent. 

(2) The second uncertain factor is that of the relation of 
future wage levels to those of 1928. Wage rates have fallen dur
ing the last four years although of course not nearly as sharply 
as earnings. What their level will be after the depression is over 
is still conjectural. In view of the improbability that the price 
level will be anywhere near that of 1928, the most reasonable 
assumption seems to be that wage levels will ultimately be some
what lower than they were. But that this fall will carry the 
average below the fifth category seems highly improbable and 
the best estimate would seem therefore to be that category five 
may probably be taken for purposes of computation as the norm. 
This would mean an average benefit at the rate of approzimately 

's. DOIIIIu aDd 1 ........... TN JI_ 0' JltnIrJ .... ..., BanoiIrp" au v....., SIeHl .,...,,.,. P. I,. 
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42 per cent.s This upon the basis of an average unemployment 
of 10 per cent would mean a 4.2 per cent maximum charge. 

3. What reductions in cost would be effected by the require
ment 01 a waiting period?-The estimate of an average cost of 
4.2 per cent, which has just been made, assumes that all of the 
unemployed would be compensated for the entire period for 
which they were unemployed. But no system of unemployment 
insurance now in effect has any such sweeping provisions nor 
does the plan which I have suggested. There are instead at least 
three groups who will be disqualified from benefits for shorter 
or longer periods of time. These three groups are: (a) those who 
have not yet satisfied the requirements of the waiting period, 
(b) those who though still unemployed have exhausted their 
claim to standard benefits, and (c) those who though out of work 
are disqualified for benefit because they either left their past 
employment without "just cause" or have refused "suitable 
employment" which was available or perhaps have not shown 
sufficient personal activity in seeking work directly. 

During the periods in which these persons are disqualified, no 
expense will be borne by the fund. The relative proportion there
fore which these periods form of the total volume of unemploy
ment should be deducted from the estimate which was made in 
the previous section. Some estimate of the relative size of the 
first two groups can be obtained from the 1930 census of unem
ployment which classified those out of work in April of that 
year according to the length of time for which they had been 
unemployed. The substance of these results is given in a note at 
the end of this chapter together with a short description of the 
methods followed in estimating the probable savings effected by 
waiting periods of varying durations and with varying lengths of 
benefit periods. The approximately 3.2 million workers who were 
unemployed in April of 1930 had lost, according to two different 
methods of computation which I have carried out, somewhere 

• Hen! again two somewhat offsetting fOlUS will operate iD the hecJqp-00Dd 
(sJ OD the ODe haDd, the ........... of wage distributioa will give • larger per
CeDI2ge of worken below the average than above ODd beu<e iDa .... tbe average 
rate of ..... dit (b) OD the other haDd, however, the faihue to provide _II for 
those rec:eiviDg over $55 • week will reduce the COIl. 
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between 38.9 and 41.9 million weeks of employment since they 
had last had a job. This may be treated in our computations as 
roughly equal to 39 and 42 million weeks respectively." Of this 
amount approximately 0.9 million weeks had been lost by those 
who at the moment had been unemployed for less than two weeks 
while the enforcement of the two weeks waiting clause for those 
who had been unemployed for more than two weeks would have 
eliminated approximately 4.7 million more weeks from compen
sation. A total of 5.6 million weeks would thus have been re
moved from the payment of benefits. This would be 14.2 per cent 
or precisely one-seventh of the lower total figure of 38.9 million 
weeks. It would be 13.2 per cent of the larger estimated total of 
41.9 million weeks. Since the gross charge for complete unem
ployment was estimated in the preceding section at 4.2 per cent 
of the payroll, it follows that the adoption of a two weeks waiting 
period would apparently have reduced the total cost by approx
imately one-seventh of this percentage or by about 0.6 per cent 
of the payroll. The estimate that the use of a two weeks waiting 
period would remove approximately one-seventh of the total 
unemployed time from compensation is strikingly corroborated 
by similar computations which I have made with the censuses of 
1890 and 1900 and which are also explained in the note at the 
end of this chapter. According to these computations 14.9 and 
14.0 per cent respectively of the total weeks of unemployment 
would have been included in the two weeks waiting period. These 
percentages were almost identical with the 14.2 per cent obtained 
for 1930. 

Had a three weeks waiting period been imposed, as is pro
vided in the Ohio bill, the total number of man-weeks for which 
benefits would have been eliminated would have been approxi
mately 7.9 million.' This would have been 20.3 per cent of the 
39 million total and 18.9 per cent of the 42 million total.- If we 

"nus, It mould be empbui&ecl, .... DOt the total amoWlt of lIIIOIDJ)Ioyment 
... Ierod ill the J)ftCOCIiDa year but 0DIy the amoUDts of which those 3" million 
worIten had loot. Additionol tim ..... of course loot by othen who although they 
had • job at the time had beeD idle duriDg other periods of the pre<ediDc year. 

"nat 10, UDder Method B as upIa1DecI ill the .. ate at the end of the chapter. 
"'Ibis would be UDder Method A. 
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estimate the savings as 20 per cent of all unemployment this 
would be equivalent to a reduction of 0.S4 per cent of the payroll. 
To these savings, sbould of course be added any extrli reductions 
which migbt be effected througb increasing the waiting period in 
certain highly seasonal industries, such as building, mining, the 
clothing industries, automobile manufacture and the like. Were 
the waiting pe~iod raised four weeks in these and similar indus
tries, it is probable that a further reduction of 0.1 to 0.2 per cent 
of the payroll would be effected. 

4. What ,.eductions in cost would be effected by the ,ules con
cerning "just cause" and "suitable employment?"-It is not 
commonly appreciated how large a percentage of all separations 
results from discharges and from the worker voluntarily quitting. 
The claimant would be disqualified from benefits in these cases 
for at least a minimum of eigbt and for a possible maximum of 
fourteen weeks" unless he could prove that he was discharged 
without "just cause" or that he left for "just cause." This would 
greatly reduce the volume of payments by the fund. 

Thus Brissenden and Frankel found in their extensive investi
gation for the United States Bureau of Labor Statistics' that for 
the plants covered from 1910 to 1915lay-offs accounted for only 
II per cent of all separations while discharges were responsible 
for 16 per cent and voluntary separations for 73 per cent. Had 
all of these last two classes been disqualified, either in whole or 
.in part, from benefit, this would have meant that the benefits 
would have been concentrated upon only one-ninth of all those 
who lost their jobs. Since it is probable that those laid off were 
however ,unemployed for a longer average period of time than 
those who voluntarily quit, the proportion of unemployment 
which would have been compensated for would however have 
been more than one-ninth. 

During periods of depression, however, the proportion which 
lay-offs form of the total separations does of course rise very 
greatly while that of voluntary separations falls. Thus during 
the second quarter of 1931, lay-offs comprised approximately 
67 per cent of total separations while voluntary separations 

.. I.e., incJllding the waiting period. 
• BrisseDdm aad FzaukeI, Labor T_ .. IJ11l""", p. 80. 
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accounted for 26 and discharges for 7 per cent. By the second 
quarter of 1932 lay-offs had come to comprise approximately 83 
per cent of the total, voluntary separations about 14 per cent and 
discharges about 3 per centfO This reversal of proportions was 
of course due to the fact that when unemployment is high men 
stick closely to such jobs as they have whereas during a period 
when employment is expanding and wages rising, they are ready 
to leave unsatisfactory jobs because they are confident that they 
can speedily find better ones. 

It is somewhat difficult to determine from these widely vary
ing percentages what the average proportion of these three 
classes of separations would be over a long time period. And it is 
still more difficult to estimate the proportion which would be 
disqualified. It would probably however be highly conservative 
to estimate that at least 30 per cent of the total separations 
would fall in these two classes,l1 and that from 20 to 25 per cent 
of the total unemployed time would be suffered by this group. 
The probabilities are indeed that the actual percentages com
prised by these groups would in fact be larger. If we estimate 
that half of this unemployed time would be excluded from bene
fits, we would have a deduction of from one-tenth to one-eighth 
of the total unemployment and this would mean a reduction in 
cost of from 0.4 to 0.5 per cent of the payroll. This would seem 
to be a bed-rock minimum estimate of the reduction in c~t with 
the probabilities all in the direction that the actual reduction 
would be appreciably more. 

S. What reductions itt cost would be e/Jected by tile use 01 a 
standard ber.efit periodl-It will be remembered that according 
to the plan which has been outlined the unemployed would not 
be entitled to benefits from the insurance fund after the expira
tion of the period of standard benefit. The protection of the needy 
unemployed during this subsequent period should be a charge 
upon public (including federal) funds, but it would not be a 

• JI"",/tI,IlJJbtlr R ....... XXXV (August, 1931). p. 314-
"It wW be nmemberecl that """" ill the .....s quarter of 1931. tho diso:haqos 

and quits .... ounted to 33 per teIIt of the tota1 wbiIe ill tho period 1910 to 19111, 
thOJ .... ounted to 110 .... tbaIllIg per ceat. 
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charge upon the unemployment insurance funds as such. Now 
the total time in excess of the 20 weeks which we would have 
allowed for standard benefit, amounted among those unemployed 
in 1930 to 8.8 million weeks on one basis of computation and 
to 10.5 millions upon another. In the first case, this amounted 
to 22.7 per cent of its respective total while in the second it 
amounted to 25 per cent. It would therefore be approximately 
correct to estimate the reduction from total cost which would be 
effected by the use of a two weeks' waiting period as amounting 
to from 0.9 per cent to 1.0 per cent of the payroll. 

If the period of standard benefit had been reduced to 18 weeks, 
this would have increased the number of excess weeks to 9.8 
million on one basis and to 12.1 million on the other. The per· 
centages which these formed of their respective totals were 25. I 
and 28.8 per cent respectively. The savings would thus have 
ranged between 1.05 per cent of the payroll to approximately 1.2 
per cent. Finally if only 15 weeks of standard benefit were 
granted, the total number of excess weeks of unemployment 
which would not be covered by the unemployment benefit would 
have amounted to somewhere between 12.1 and 14.4 million 
weeks. These were 3 I and 34 per cent respectively of the esti· 
mated total number of weeks lost, and hence would have reduced 
the cost by from 1.3 to I -4 per cent of the payroll. 

The proportion of the time which would have been eliminated 
in 1930 by the use of standard benefit periods of these lengths 
would have been appreciably greater than the proportion elimi· 
nated by such periods in 1889 and 1899. This however is only 
what migl:tt be expected. Both 1889 and 1899 were years of 
marked prosperity, when most of the unemployed could find 
jobs without waiting too long. April 1930 was, on the contrary, in 
a period of depression and unemployment bad been increasing 
throughout the six preceding months. Had the census been taken 
a year or two years later, the proportion of the unemployed time 
which would have been in excess of those benefit periods would 
undoubtedly have been greater than those shown by the 1930 
census. In view therefore of the fact that the years of prosperity 
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would show a smalIer proportion of total unemployment which 
would be removed from benefits in this fashion and the years of 
acute depression would show a larger percentage, the estimates 
which have been made above may probably be accepted as at 
least an approximation to the general average. 

In addition to this, the enforcement of a "3 to I" clause, 
whereby only one week's benefits would be paid for every three 
weeks' contribution, would also lessen the cost. How much this 
would reduce the expenses is unknown and no estimate of it 
is attempted. Its presence would however introduce a further 
margin of safety into the estimates of cost which we are making. 

6. What added allO'lllame should be made for short timel
The plan which I have proposed provides unemployment benefits 
for short-time when the actual working week is less than three
fourths of the standard and provided that the lost time is in the 
form of units of not less than a full day's duration. This pro
vision would add somewhat to the total burden. In view of the 
incomplete statistics on the relative quantity of short-time 
worked it is difficult to frame any very accurate estimate of 
what the relative added cost would be. In view however of the 
fact (.1) that benefits would not be paid until at least one
quarter of the working week was lost through reduced employ
ment, (2) that a waiting period of I2 full days of unemploymel\t 
would be required, and (3) that since there would be some 
tendency for the employers to shift a decline in man hours from 
outright unemployment for some workers to reduced unemploy
ment for alI,'" the net added cost would in the nature of the case 
be less than it would otherwise be. For even in July, 1931, when 
the burden of the depression was heavy the average number of 
hours which Illinois industries operated weekly were 43.6." This 

"Th. employers would tend to do this U their ............ 11 __ Ia put grodu
ated acoordinc to th. _tap of unemployment prevailiDg Ia their plant. For 
this would _ble them to _or put 01 th. uuemployment which alter the 
uplratiOD of th. waitiDg period would oIhonrioe be com_ted lor, bact upoIl 

the ullCOmpenated quarter of the workiDc week. But this proceIII, although ;".. 
c-.Iq th. eetensible cost of the part-time would, by th. same sip, _ the 
total cost. 

"11liMil Labor B.",.,., (A ....... 1931). p. Ig. 
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I was in all probability well over 80 per cent and probably not 
far from 85 per cent of the average length of the standard 
working week in these enterprises. This is indicated by the fact 
that in January, 1930, when the effects of the depression had only 
begun to be felt for some three months, the average length of the 
standard week was 49.9 hours.10 On this basis, the percentage 
of "operating" to "standard" hours would have been about 81. 
This was lower than it had been eighteen months earlier, in 
January, 1930, when the per cent of standard time which was 
thus utiliud was 95.11 

If the severity of the depression had not increased part-time 
above an average of 13 per cent by the summer of 1931, when 
business conditions were certainly far worse than the average, it 
may be surmised that the conditions attached to the payment of 
benefits for part-time will, save in times of extraordinary depres
sion, keep them fairly low. While any estimate of the net added 
cost which they will occasion may be in the nature of the case 
something of a guess, it is hazarded that an allowance of one-half 
per cent (0.5 per cent) of the payroll would seem to be a fairly 
liberal allowance. 

,. What is likely to be the proportion 0/ administrati'IJe costs? 
-The total cost of administering the system of unemployment 
insurance will of course include not merely the benefits paid out 
but also . the cost of administering the system. The best informa
tion which we have upon the probable amount of these admin
istrative costs is that furnished by foreign experience. During 
the first three years (1927-1930) of the operation of the German 
system of unemployment insurance, the administrative expenses 
amounted to 8 per cent of the total cost" or to slightly less than 
9 per cent of the benefits. In England, the administrative costs, 
including the expense of pIacing workers through the Jabor ex-

"1bi4. (February, 1930), p. 126. 
-Ibid. (February, 1930), p. 126. The a_ .. eoIdy IWII1I>er of boan .. orbd 

in this IDOIIth ..,.. 47.6. 
"The tota1 _ ..... 3,571_ awb while the IdmiDiItnI:iYe ..... 

__ 285,ooopao mans. s.e IlougIu aad Dim:tor, TN hob,.. ", U~
-,P·4sS. 
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changes, formed the following percentages of the totiu benefits 
paid out.l1 

P"""' .... 01 Percentage of 
Year Adminiatrative Year Adminiltrative 

Colt. to Total Colts to Total 
B...a .. 

_to 
J922 ••••••••••••••••••• 9·' 19·7 ................. · 9·3 
19·3· .. ·· .............. 10.6 19.5 ................•. 13·5 
19·4 .... · .... ·· ........ 11·4 19·9················· • JO·9 
19·5·················· . 10·3 '930 .................. 12.1 
19.6 •...•.•...•••••.•.. 11.1 

Av. .............. 10·9 

The English costs amounted therefore to IO.9, or virtually I I 

per cent of the benefits for a nine-year period. They were slightly 
above the three-year German average. This was in all probabil
ity due to the fact that the German system utilizes the relatively 
unpaid services of employers and workers in the administration 
of its law whereas the British system is virtually entirely directed 
and administered by governmental civil servants. The German 
system moreover collects its assessments through the previously 
established health insurance societies whereas the British system, 
with the aid of the post-office, collects its money directly. 

Administrative costs in the United States would be almost 
certain to be appreciably more than in Germany and because of 
the much lower efficiency of our governmental officials, would 
probably be higher than in England. It would seem on the whole 
to be fairly conservative if we were to set them at I2 ~ per cent, 
or one-eighth, of total benefits. This would be about II per cent 
of total expenditures. This, it should be understood, would 
include the cost of maintaining the free public employment offices 
and of placing workers irrespective as to whether they were or 
were not subject to unemployment insurance. 

8. A" estifllate of Ille lolal ordirsary cosl and II conlingerJI Ill
lotolUlCe for ~ mlts.-We are now in a position to bring 
these various estimates together into a composite figure which 
will include them all. The most probable percentage which the 

• Computed I ...... data ill \be r-cioIlI A....... 01 Lob_ Sr.,;sIics 01 ... 
" ... Kille ... '~'. p. 6G. 
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benefits will form of the payroll may therefore be expressed in 
an apparently complicated formula as follows: 

(I) Relative Percentage of Unemployment X (.) Ratio of Bendits to Wag .. 
- (3) Proportion of Unemployed Time Covered by Waiting Period - (4) P ..... 
portion of Unemployed Time in Ex"""" of Standard Period - (5) Propor
tionate Reduction Effected by "Just Cause" and "Suitable Employment" 
Provisions + (6) Extra Cost of Short-time Provisions + (7) Proportinnate 
Costs of Administration - Percentage Cost of Payroll wr Unemployment 
Bene1it under Ordinary Conditions. 

Assuming a two weeks waiting period and twenty weeks of 
standard benefit and utilizing tbe material already developed 
without making allowance for interest on surpluses, we arrive 
therefore at the following estimates of cost wbich we shall put 
in a series of steps in order to make them clearer. 

• (I) 10% unemployment x 4'% bene1it ratio to wagea - 4-'% of wag .. 
aa mamnum ordinary cost for complete unemployment. 

(2) Probable Reduction of time from waiting period - 1/7 or 0.6% plus 
added periods for seasonal industries = 0.7% 

(3) Probable Reduction from Maaimum Bene1it Period - 0.9% 
(4) Estimated Minimum Reduction from "Just Cause" and "Suitable Em

ployment" clause = 0.5% 
(s) Estimated average cost of Bene1its for complete unemployment - 4-'% 

- 0.7%- 0-9%- 0.5% - •. 1% 
(6) Estimated added aIIowaru:e for short-time - 0.5% 
(7) Estimated complete costa of bene1its for both complete unemployment 

and short-time = •. 1% + 0.5% = 2.6% 
(8) Added administrative costs - 1/7 of bene1ita or 1/8 of total - 0.37% 
(9) Estimated total average cost - 2-97% 

It seems probable therefore that benefits of tbe type which 
have previously been outlined could be paid over a period of 
years at a cost which would not be far from 3 per cent. A 
waiting period of 3 weeks would reduce tbe most probable cost 
to 2.8 per cent., The use of an 18 weeks period of standard 
benefit and 2 weeks waiting period would reduce costs to 2.8 

per cent and with a 3 weeks waiting period to 2.6 per cent. 
Finally 15 weeks benefit would cost about 2.6 per cent with a 
2 weeks waiting period and 2-4 per cent with a waiting period 
of 3 weeks. It sbould be borne in mind in this coDDeCtion that 
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the estimates which have been made have almost uniformly not 
minimized any expense which might occur and have on the con
trary been very liberal in their nature. Thus 10 per cent. is an 
extremely liberal estimate of avemge past unemployment and it 
is probable that more than an eighth of the unemployed would 
be disqualified because of the "just cause" and "suitable employ
ment" provisions. We have moreover omitted to make any deduc_ 
tion for savings effected through the "I to 3" clause. 

It is believed therefore that were unemployment insurance of 
the type advocated to be established throughout the country 
during the revival phase of the business cycle the system would 
be solvent with an assessment of 3 per cent upon the total 
amounts paid out in wages and salaries, provided that we are 
not exposed to heavier relative unemployment in the future than 
we experienced in the three decades which preceded the great 
collapse of 1929. But there are three elements of uncertainty 
which might increase the cost and against which some provision 
should be made: 

(I) The first of these is the fact that in some states where the 
industries are exposed to more than normal seasonal and cyclical 
fluctuations, the average costs would be heavier. Thus in New 
York where the clothing and the building tIades are very impor
tant, the average volume of unemployment would probably range 
in good years somewhat above the general average although the 
presence of the amusement and luxury trades would be a stabi
lizing influence. Pennsylvania with steel, machinery and mining 
is likely to be a state with more than average unemployment as 
is Michigan with automobiles. Similarly illinois with -coal mining 
in the lower part of the state and with iron and steel, machinery, 
and clothing in the north, would probably experience higher 
relative unemployment than most states. In Oregon and Wash
ington the basic industIy is lumbering and this has pronounced 
fluctuations of both a seasonal and cyclical character. Connecti
cut,lowa and New Jersey on the other hand would seem to have 
a better balanced set of industries and might therefore have 
lower unemployment rates than the typical industrial state. 

(2) If the plan were not to be intIoduced until a late stage 
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of the prosperity phase of the cycle and if a depression were 
therefore to come soon after, the assessment of 3 per cent would 
not suffice to accumulate adequate reserves for the full benefits 
to be paid. Some added allowance should be made for this factor 
of uncertainty since it is seldom possible for the majority to tell 
how far removed the depression phase may be. 

(3) Finally, it may be asked, what assurance do we have that 
the past rate of unemployment will not be exceeded in the fu
ture? If this be indeed the twilight of the capitalistic system and 
if this depression is to continue for some years to come and then 
be followed after a brief period of revival by another severe 
slump, it is quite certain that 3 per cent will be quite inadequate 
to provide the benefits proposed. Whether or not such will be 
the course of future events is of course on the laps of the gods. 
We simply do not know what the next decade is likely to bring 
us. That there are certain foreboding signs in the prospective 
diminution of the annual additions to the world's gold supply and 
in the continued increase in tariffs and import restrictions is 
obvious. But whether the Prophets of Despair are more prescient 
than the Prophets of Hope is uncertain. It would be the path of 
wisdom however to provide a margin of safety against these 
possible contingencies so that we may not be caught completely 
off our guard. 

In spite therefore of our already liberal estimate of probable 
expensei it will be wise to make a further allowance against these 
hazards. How much of an allowance this should be cannot be defi
nitely determined. It would seem however that an addition of 
one-quarter to the estimate should provide for fairly adequate 
protection against the unknown." It is recommended therefore 

• It should be pointed out that the major portion of the IiDaucW diffi<uJty of 
the British By!Iem bas ...... caused by the mnriIIin_ of the autboritieo to faa 
pmeDt facts tq .. y DOthiDg of future _graM 'I1I1II wIleD the imuruI<e oct 
..,.. esteuc!rd in 1920, the autboritial _ evidently ~ on the ...-........ 
of the pre-wu _Ioyment ate of 3 to 4 per uat. E ...... late II 19'7 the 
Govemmeut Actuaty, Sir AIfRd WaIIOD, in hiI tatimoDy Won B1aDeshurp 
Committee declared: "Takin& the brood _ of the probJom to wbicb I am Jim.. 
- by the octuaJ coDditiool, I am ltd to coadude that in """"Sine the __ 
of the ~ 8Cbeme, it would be odvioable to pr .... fo< a ate of __ 
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that the average revenue of the system should be approximately 
3.75 per cent of the payroll earned by the act.'" In the case of 
some especially exposed states, this might be raised to 4.0 or 4.25 
per cent while in the more shel~red states; the average might 
be decreased to 3.5 or 3.25 per cent. It would be dangerous how
ever to go below this. If the maximum period of benefit is limited 
to fifteen weeks and if a three weeks waiting period is imposed 
then the proportionate allowance of 0.6 per cent for emergencies 
would, when added to the estimated cost of 2.4 per cent, give a 
total average of 3 per cent as the amount necessary to provide. 
If sixteen weeks of benefits are given, then with such a waiting 
period the total cost would be around 3.2 per cent. 

Interestingly enough, strikingly similar results were obtained 
by the distinguished actuary I. M. Rubinow in the independent 
estimates which he made for the Ohio Commission on Unemploy
ment Insurance in which he fixed the gross cost for sixteen weeks 
of benefit at So per cent of the wages accompanied by a three 
weeks waiting period to be 3.26 per cent. For twenty weeks of 
benefits accompanied by a two weeks waiting period Dr. Rubi
now estimates the cost at 4.10 per cent or 0.35 per cent bigher 
than our estimate. Most, if not all, of this difference is however 
caused by the fact that his computations are on the basis of 
benefits equal to 50 per cent of earnings (subject to a maximum 
figure) while mine are made upon a 42 per cent ratio.... . 

The close coincidence between these two independent esti
mates based upon somewhat different material should therefore 

pIo)'IIIeDt of IIiJ; per -. OD the .-' tbIoughout the wholo of the period 
...... mODl7 ropnIed u • '&.cal cycle'.D R.,.,., 01 1M U-#l~ 1_ 
C_.-u.. 19", I. 19- W. an _Oft tatiDc • more naJistiI: attitude towuds 
what an the IdII&l CODdi_ thaD did the British aad an oIso ..... vidiDI __ 
oafe.IQUds apiDSt aD _ futuR. 

- See R.,.,., 0/0_ C ___ .. U_~ , __ (1932). p. J4. 

ThIs &gun would he ftduced. u Dr. RDhiDow poiDIs out, by (I) the RqUiromeat 
that tho promiums he paid f.. • cortaia period Won the beDelilS add he 
claimed, (a) udusioD _ beDelilS of Ih_ who ....... thaD 40 per _ of 
__ .......... of puUal u_pIo)'lDODl. u) iDtaat ....... by tho faDd. AIIo .... 
___ abo made fa< tho notrittioa _ the _ ri&hts of IhIIIt who ........ 

tariI7 loa .. their jobo. 
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lend a very considerable reinforcement to the contention that 
unemployment is insurable. That there are still uncertainties 
left is obvious. But the calculations which have been made, 
necessarily imperfect as they are, distinctly reduce the zone of 
the unknown. It is not an unplumbed sea upon which we are 
asked to embark. Those moreover who are still fearful should 
remember two further factors. The first is that the administra
tive board should be given emergency powers to raise the rates 
of assessment by an amount not to exceed three-fourths of one 
per cent of the payroll. This gives still further protection against 
a severe and sudden rush of unemployment. The system can 
therefore "buy" experience as it goes along and increase its rates 
should this prove to be necessary. 

Secondly, if the strain of the benefits should prove too severe 
upon the insurance fund the benefits may be reduced by the 
administrative authorities in order to keep the fund solvent. This 
curtailment of benefits should however be used not so much to 
diminish the total sums which the unemployed will receive for 
those will tend to be meagre enough at best, as to transfer from 
the insurance fund to the public relief those who are unemployed 
and are in need. In other words, any curtailment of insurance 
benefits should primarily serve to readjust the total expenditure 
rather than to reduce it. 

By these methods therefore it is believed that the solvency of 
the fund can be assured without injury to the unemployed. 

NOTE TO CHAPTER VI 

Ox MEmODS OP COlIPtmNG THE PaoBAlIUI: RlmUC'llOlU Df Cosr ErncrED 
BY mE USE OP V.u""'G WA1'mfG PERIoDS AND mEl.narA:now OP BEJIEPlT8 

TO A SrANDAlUJ PElIIOD 

L mE 19JO CENsuS OF llHEIIPWYIIElIT 

I. TIte tlwalitm uf _~ _pt ""'se _pIqyttl ... A;ril. 1930.
Each of the per.IOII8 who were out of work in April 19JO were asked how long 
it bad been siru:e they were employed aDd the results were tabulated in the 
following JDaDDer fur Classes A and B. II 

• See Fi/kftl1J C ....... D/11Je UIIikd SI<UeI U_~. I, 10, for the fDlIcnr
iag dacsi.6catinu of those out of work.. 
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TABLE IX 
I'lDI DtI1tAnoN 01' UIIEIII'LOYIIZlIT AJIONGS'f 'I'IIOSB U""IIPI.O..,." IN Ann, '930 

ClusA ClusB· 
_OutofW"\' _B&~J.bobat 

Pciaclof_ ~ Able to Wort and 011 ~ wi out Pq 
LookiDa far .. Job Ezduding Those Sick 

aadV_tarilYldlo 

Under ............................... 62,019 '43.654 
I- ..... ks •..••..•...........•.•.. 311 .893 153,000 
3- 4weeks ........................ 319,945 86,622 
S- 8weeks .•.•.....•............•. 366.707 74.426 
9- '3 weeks ••.•.•.....••...••••••.• 363 •• 89 55.308 

'4- '7 weeks .•••.•.•.•••••••••.••••• 240,998 34,883 
.8- .6 weeks .•..•........•.......... 388 .936 47.123 
or- 39 weeks ••.••..•.•.••.••••••.••• 132,116 10,01)8 
_5 • ....u· ....................... 121,290 6.320 
53""'04 weeks ..••.......•...•...•...• 53,83' 2, 283 

'05 weeks and over •.•••...••.•.•••... 86,3·6 1,054 
Not reported •••••••••.••...•..•....•. 41,811 43.714 

Total .•......•.•..........•..... 1,429.062 758 .585 

Since there was DO vital distinction between Classes A and B, and membe", of 
both would have been eligible to benefits under unemployment iDsurance, these 
classes can and should be combined into one group. 

In older to make the nsults intelligible, however, it is nee "'Y to determine 
what was the most probable average duration of unemployment ..w.u. each 
class. It was assumed that the unemployment of the second group (lor. 
weeks) mended from 1.0 to •. S weeks; of the thi!d group C3 and 4 weeks) 
eztended from •• s to H weeks; of the fourth (s-8 weeks) from H to 8·S 
weeks, and 10 on. Two estimates were then made of the probable average 
within each of the groups. The mat, or Method A, assumed that the mid-point 
of each class interval was the average. Under this method therefoze 1·7S, 3.S, 
6.S etc. were taken as the averages. The second, or Method B, ..... lOmewhat 
more refined. The average was fiJ:ed within a dass interval aa:olding to the 
zelative numben in the groups on either side of the group in question. Thus in 
dealing with the teCODd group ( .... weeks) the fact that 30S.'·thousand had 
been unemployed for less than a week wbezeu 406.6 thousand had been em
ployed for 3 or 4 weeks was taken to indicate that there were probably moze 
in the lower part of this class interval than in the uppo:r. Reduced to a weekly 
basis, the ratio in the mat group to those in the upper was almost precisely 
that of 3 to I. It was assumed thezefore that three-fifths of the distn'bution 
within the 1.0 to I.S croup tended to bring the average dcnrn from the upper 
limit of the class while _fifths tended to bring it up from its lower limiL 
The probable average was therefore estimated by this method at 1.6 weeks. 
A similar method ..... followed in the cue of the other sroups. Since this muld 
not be followed in the cue of the lint and last groups, it was IS"Umed UDder 
both methods that the average for the lint croup was o.s weeks. The a-.ge 



130 STANDARDS OF UNEMPLOYMENT INSURANCE 

for the last group (those unemployed for over 104 weeks) was .. t arbitrarily 
under Method A at 120 weeks and at 117 under Method B. The auumed 
averages under the two methods were then as follows: 

-- _od 
Gsoap CIuoIn-.J Av,,:£.s Avera~ (jaw .... , ......... A aDder Mn B 

(jaw .... , (jaWeob, 

Under I week .•...................... 0 - 1.0 0·5 0·5 
1- .weeb ....................... I - '·5 1·75 1.6 
3- 4weeks ....................... '·5- 4·5 3·5 3·' 
S- 8weeks ....................... 4·S- 8·5 6·5 6 .• 
9" 13 weeks ............•.....•.•.. 8·5- 13·5 11.0 10.4 

14- 17 weeks ....................... 13·5- 17·5 15·5 15.0 
III- .6weeb ....................... I7·S- 26·5 21.0 20·5 
'7- 39 weeks ....................... .6·5- 39.5 33.0 39·0 
4t>- 5' weeks ....................... 39·5- 52.5 46·0 43·0 
53-104 weeks ..........•...........• 5··S-I04·5 78.5 65·0 

lOS weeks and over . ••............•... Over 104.5 120.0 117· 

It is probable that Method B, while somewbat more oomplkated, is _ 
wbat more accurate since it gives greater weight to the large Dumben who 
were unemployed for shorter rather than for longer periods of time. It will be 
noticed that be<:ause of this fact, it gives lower average ligures. 

The estimated average duration of unemployment for each group ..... then 
multiplied by the number of unemployed persons in each group and these 
products were then added together to obtain the estimated tota1 number of 

TABLE X 
Esm<.\mD TorAL NDIIIIEIt or WaItS or UIIEIIPLOYIIEJIT or TIIOSE UJIEKPI.OYEI)" 

Ann. 19JO. REsm.n OBrAINED BY USE or MUIIOD A 

&timated A'ftI"aP ToIaI" ........ 
r..ti_ToIaI 

Gsoap Du:n.tioe of Uocm- iaGrwp WeebolEm-
_(jaw .... , -'-(r, b, bJ "·,Xl' 

Les than I week .................... 0·5 395.673 152,837 
I- • weeks ....•................. 1·75 464.893 8'3.$63 
3- 4 weeks ...........•.......... 3·5 406.561 1,422 ,1)85 
5- 8 weeks ........•............. 6·5 441,133 ..867.s65 
9" 13 weeks ...................... 11.0 418.491 4.603.467 

....- 17weeks ...................... 15.5 '75. 881 4,276,IS6 
111-26_ ...................... 22.0 4s6"59 9.595.498 
'7- 39weeks ...................... 33·0 J.42.2.4 4.693.062 
4t>- S.weeb ...................... 46·0 127.610 5. 810 ,060 
S,J-104weeb ...................... 78 .5 $6.115 ..,tDS.cn8 

:lOS 8lid.0'Va' ...•........ _ ........... J20.0 27.JI!o 3. 085.600 

Total ......................... ..... ....... 41.985.621 
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weeks lost since their last job by those who were unemployed at the tiroe the 
1930 ce~lis was taken. Table X shows the results obtained by Method A 
and Table XI by Method B. 

TABLE XI 
ESTIMATED TOTAL NUMBER OF WEEKS OF UNEMPLOYMENT OF THOSE UNEMPLOYED IN 

APRIL 1930. RESULTS OBTAINED BY USE OF METHOD B 

Estimated Average Total Number Estimated Total 
Group Duration of Unem- in Group Weebof 

ployment (in Weeks) Employment Lost 

Less than r week ................. 0·5 30 5,673 152,837 
r- 2 weeks ................... 1.6 464. 893 743. 829 
3- 4 weeks. .................. 3. 2 406.567 1.301 ,014 
5- 8 weeks. .................. 6.2 441,133 2.735.025 
9- 13 weeks ...... , ............ 10·4 418,497 4.35 2 ,369 

r4- 17 weeks ................... 15·0 275,881 4,138 , 21 5 
r8- 26 weeks ................... 20·5 436 ,159 8.941 ,260 
27- 39 weeks ................... 30 . 0 142 , 214 4,266,420 
40- 52 weeks ........... ........ 43. 0 127,610 5,487,230 
53-104 weeks ................... 65. 0 56, lIS 3,647,475 

105 and over ..................... II7· 0 27,380 3. 203,460 

Total ....................... ..... ....... 38 .969,134 

The total weeks of unemployment indicated by Method A was therefore 
41,985,621 while that by Method B was 38,969,134. These may be treated as 
being virtually identical with 42 and 39 millions respectively. 

2. The proportion of the weeks of unemployment which would be eliminated by 
the use of a waiting period.-From the above figures the approximate number 
of weeks of unemployment which would have been eIirninated from benefit by 
waiting periods of given lengths can be computed. Thus if we take the two 
weeks period which has been recommended, the number of weeks which would 
have been excluded would have amounted to the following totals by classes: 
By this method we therefore reach an estimate of 5.559.778 weeks or roughly 
5.6 million weeks as the most probable quantity of unemployment which 
would have been eliminated by a uniform waiting period of 2 weeks. This was 
r4.2 per cent of the total weeks of unemployment indicated by Method B.'" 

If a uniform three weeks waiting period had been used, the total number of 
disqualified weeks would have been 7.89r,334 or 20.3 per cent of the total. 

3. The proportion of the weeks during which benefits would not be paid because 
of the maximum or standard period of benefit.-The probable average number 
of weeks during which each group would not have received benefit because of 
the imposition of a maximum benefit period can be found in a relatively simple 
fashion. From the average number of weeks each group was unemployed there 

110 According to Method A, the percentage was 13.5. 
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TABLE XII 
N1lJIBE1l OP WEEKS OP UNElIPLOYIIElOT Wmca WotJU) HAVE BEE" ELDIIIOATED ftOII 
BENEnT AIIONO TBOSI!: UNEIIPLOYED IN 1930 BY USE OP Two WEE ... W AlTlIIO PnwD 

If •. 01 W«b 01 II~ • 
Total Humber .... ..!Jr.j Poriod Wbkh Number ia Gn>ap W Not Have Beea Gn>ap oIW«b 

2=:~P~ II I lid for 

(Il (J) b) .-(J)Xb) 

Loss thau week •••...••••. 0·5 3OS. 673 152,837 
Ior:l weeks ............. 1.6- 464.8<}3 743.829 
;r- 4-············· • 406.S67 813,134 
S- 8_ ............. • 441,133 882,266 
9" 13-············· • 418,497 836._ 

14- 17 weeks .............. • 275,881 551 ,162 
13- 26 .... ks ............. • 436.159 8,2 ,318 
·.,...39-····.·.·· .... • 142,214 284.4.8 
_5·_·.····.······ • 127.610 '55. 220 
S;r-I04-............. • 56,115 112,230 

JOSandOVU ••••••••••••••• • 17,J80 54.760 

Total ................. . .. , . ... '" . S.S59.778 

sbould be subtracted both the IeDgth of the waiting period &lid the period 
of staDdard beoefit. Thus the average of the group wbo were unemployed fDr 
from 27 to 39 >Reb was estimated by Method B at 30 >Reb &lid by Method 
A at 33 >Reb. With a waiting period of • >Reb &lid a ItaIIdard beoefit period of 
20, the unemployed would, aaordiDg to Method B, haw btm thnnrD GO 

IeSIlIIIa9 other than the iDsmaDc:e fund after the ItaIIdard beoefit espiJed fDr 
8 >Reb ('I.e. 30 - • - 20 - 8). According to Method A, thiI period would 
have btm IX >Reb ('Le. 33 - 2 - 20 - II). 

Table XIII which follows shows the DUmber of >Reb fDr which beDe6ts 
woaJd DOt have btm paid aaordiDg to Method B had the muimum beoefit 
period btm med at IS. 18, &lid .., >Reb lespecti.eIy. 

The DUmber of >Reb wbich woaJd therefore have btm ndwled aaordiDg 
to Method B by these ItaIIdard beoefit perioda &lid the pen:mta&a wbich 
they formed. of the totaf were as follon: 

'-"'-_PaW 

'5 -s. ...................... . 
18_ •••••....•......••..... 20_ ........... , .......... . 12.1 

9·8 a.a 
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15 Waa PDIoD* .. Wau_ .. WDD 1':aIoD - ....... No.Weeks No. Weeks No. Weeks 
EWu<h>l TotalW .... EKIu<h>l TotalWeeb EWudod Total Weeki 
",P..- EWudod ",P..- EKIuMd ",Penon ~ 

.S- .6 ....b ................. 436"59 S·5 ',526.557 0·5 118,079 
, ..... 

• .,.. 39· .. 1<1 ................ • 142, :U4 '3 1,&tB.782 10.0 1,422,140 8 1,137.711 
40" 5 .... 1<1 ................ • 127,610 .6 3,317,860 23·0 2,935,030 OX 2,679,810 53'"::3 ... 1<1 ................. 56,115 48 2,693,520 45. 0 2,525,175 43 2.411,945 

105 over ••••••..•..••••.. . '7,J80 .00 2,738,000 97·0 2,655,860 95 2,601,100 

Total .................... , .... '. . ... 11,124,719 . ... 9,756,'84 . ... 8,831 ,567 ~ 
-fa. addJtlao Iben would be ..... lIa tbe J.r17 ...... no. UIld.-. muimum bcDc6t penod of.s 01' 16 weeki woWd not be compaaaated for their full penod of UD~ ~ 

IIDpIoJzuDt. Z 

~ 

... 
'" "" 



134 STANDARDS OF UNEMPLOYMENT INSURANCE 

The comparable results obtained by using the Method A set of figures may 
also be summarized. 

'5 weeks •.••..••..••.••...•••.• 
.8 weeks •.••..........•.•.••••. 
... weeks •.••••••..••••••.••..•• 

Estimated Number 
cd Ezduded Weeka 

On MW1cm) 

'4·4 
12.1 
.0·5 

II. A COMPARISON 01' rm: '930 JlESOL7S WITH THOSE ~Il 1899 AND 1889 AS 

GIVEN BY rm: CENSOSES OP 1900 AND 11190 

The censuses of '890" and 1900" inquired of those gainfully occupied whether 
they had been unemployed in the preceding year and if so whether this period 
of unemployment had been from 1 to 3 months, 4 to 6 months, or 7 to 12 months. 
The results were IAbulated and pub1ished in the c:ensuses for those years 
although they have not received the public notice which should have been 
theirs. The probable average duration of unemployment within eaclI of these 
three groups was estinzated on the basis of the very detailed distn"bution of the 
unemployment of over 12,000 heads of families which was made by the United 
SlAtes Bureau of Labor in 1901.- The average periods estinzated for each group 
were as follows: 

Period., 0"","",""""" A_ Namber" w .... Loot 
'-'3 weeks (r- 3 months)... • • • . • • • • • • • • • • • • • 6.1 • 

'4--26 weeks (4- 6 months)... . • . . . • . . • • • • • • • • . 18·4 
27-52weeks(7-I2IDODths).................... 33.1 

.Ia.~'" W.,. .. ,. U"S"".18~1926. P-4IO. tIdIjpreilmispiDted ... J. 

TABLE XIV 
Esm<&mo TOTAL M .... ·WEEQ 01' UllEKPLOYIII:Ift .. Ta.u>z, Ta.umoIIrA'IIOJr, 
. ··:M.urnACmaDrG. Al<D ~ PllUvrrs ... 889 Al<D .1199 -.... ' ... -- A_ 

_tel! ... _Toto! I.aocra .. Namber Namber 
0-.-.: ~v.: 

....... ., O .... ~ ....... 01 
0 III' .... -- 0 • I ,.at 

1- 3montho .. 6.1 60}6.728 ",250,041 1,1C)8.S72 8.311.289 
~ 6montho .• 18·4 491.708 9.047,427 911,462 16.710 ,901 
6-.2 _tho .. 33·1 142 ,8,39 4,72 7,911 324.536 IO,7~.I42 

Total •••• .... 1,331,275 18,025,439 2.434,570 34.824.33' 

• E/neJtt" C_ D/ U1Iik4 SI4us. PD~ Part JJ, CXXXVII-CXLIII, 
448 •. 

• SIUW Be,.,.,. 0/ Ted/," C_. Volume on OCCflltllitnv. pp. 70-'/6. 
• Bi&"'-'" ~ Be"", ", lIN UfIiUd S-. C_migi_ 0/ lAb"" 

pp.286-37. 
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By multiplying these estimated averages by the total number of persons occu
pied in trade, transportation, manufacturing and mechanical pUISuits, we" can 
obtain an estimate of the total number of weeks which had been lost in the 
preceding years by those attached to these industries. This has been done in 
Table XIV. -

We may obtain from the foregoing material an estimate on the proportion 
of the unemployed time for which benefits would not have been paid had a 
two weeks waiting period been required in each nf these years. These would have 
been aa follows in each of the years: 

NmoUMWDDMU~ 
:ro. WBla BltHEnrB WOULD NOT HAw: 

GaoVI' AccouIMO '1'0 LDora 07 TIllS BUll PAD) WlTK • Wau W.umm 
u ............ l'ulOD 

1880 IBoo 

1- 3 months ..................... 1,395.456 1,397,144 
4- 6months ..................... 983,416 1,8U,g24 
7-11 months ..................... 885.678 649.072 

Total ..•••••.......••.•..... .I,662.5So 4.860,140 

Percentage of Total Unomployment. 14.8 14·0 

It will be seen therefore that the • weeks waiting period would have e1imi
nated almost precisely the same proportion of the total unemployed time in 
1889 and 1899 aa in '930, namely 14.8 and 14.0 per cent aa compared with the 
1930 figute nf 14.' per cenL The estimate that the use nf a two weeks waiting 
period would reduce the proportion nf unemployment which would be com
pensated for under insurance by approximately one-seventh seems then to 
receive substantial corroboration from these two earlier censuses. 

TABLE XV 
PaOPOattOK cw U_LOYIlD TDm Wmar WOIJU) HAn BEEN U ..... """"""'l'ED lOa 

IN 188Q wmz BIND ... PzwoDs cw VAltYING LENGTHS 

waaJlfBzaalaw 
Gao .. .. " .. 

1- 3 months ........................ ..... . .... . .... 
4- 6 months ........................ ..... ..... 688.391 
.,...umonths ........................ 1.585.513 1,876.191 1,ac)9,?08 

Total .......................... I.S8S.$I,1 1.876.191 1.988.099 
l'uceIltage of Total W ..... of U ....... 

pIoyment ......................... I .• to·4 16.6 



I36 STANDARDS OF UNEMPLOYMENT INSURANCE 

We can also estimate the probable percentage of the unemployed weeb 
which would have been eliminated by standard benefit periods of varying 
lengths. This is presented for 1889 and 1899 respectively. 

TABLE XVI 
Pll.OPOIlTlOH 07 UNEIIPLOYED Tum WmCR WOllU) HAw BEEN U .. COKPEIIIATBD '0Il 

... 1899 W1TII BEIIDlT PzIuoDa 07 VAIlYDIO LEJrOTlll 

W .... kcalal 
G..,.,. .. II " 

1- 3 months •... ... .........••..•... ..... . .... . .... 
4- 6months .........•..••.•.•••..•. ..... . .... 1,276,047 
7-12 months ... ..................... 3,602,350 4,251,422 S, J25,030 

Total •.••.••..•..•.....•......• 3,602,.150 4,251,422 6,$01,071 

Pen:entage of Total Unemployod Time. 10·3 12.2 18.1 

The proportion of the unemployed time which would have been eliminated 
by tbese maximum periods of standard benefit would tbelefOIe have been less 
in 1889 and ISgg than in 1930. This comparison of these tbnoe seta of results 
will be facilitated by bringing them together in tabular form. 

2Oweeb ............••.....•.......... 
18weeb ...............•........•.•... 
JSweeb ...•.....••.•.••....••..••.... 

8.8 
10·4 
16.6 

- -
The dilIerence between these results is however only ... hat would be ""

pected since botb 1889 and JSgg wen. yean of industrial prosperity"' while 
1930 ... as a year of depression. 

• See the descripticm given of Ihe!e yean by WiIlanl L. Thorp Ia bio Ihubte# 
A....u. pp. J3S and 139-



CHAPTER VII 

CONTRIBUTIONS 

I. The general arguments for contributions on the part of 
employers, workers, and the state.-There is a wide difference 
both in practise and in opinion as to which particular groups 
should provide the funds for unemployment insurance and in 
what proportions. The potential sources are manifestly three, 
employers, workers and the state. In Europe we find varying 
combinations of these possibilities.1 In the countries with the 
so-called Ghent system of subsidized voluntary iru;urance, the 
state and the workers are the contributors with the employers in 
general exempted from payment except for such slight contri
butions as they make in Denmark. In Italy, the employers and 
workers alone contribute under the compulsory law of that 
country. In Great Britain all three parties contribute to the cost 
of the standard benefits but the government now bears the total 
cost of the extended benefits which are paid after the twenty
sixth week to those In need.- In Germany the costs of the standard 
benefits are borne in theory by the workers and employers and 
the state bears the expense of the emergency benefits. Only in 
Russia is the exclusive cost of the benefits charged to the em
ployers who in this instance are the various state trusts. 

The discussion of this question in the United States during the 
last ten years has largely been shaped by Professor John R. 
Commons' proposal that the employers should be shouldered 
with the full burden of payments in order that they might then 
seek to reduce or abolish unemployment itself. This idea first 
expressed in Professor Commons' articles and addresses in 

'For aD uaIysis of the varIo .. syotemI .. MaIo".IiI_ Lit-1_ Cit. 
U_"'o,.....a 1_. M~ I. Chart m A-

t ADd ill additiOll beDtfita to \b ... acijudpd DOOdy who loa" DGt beea able to 
_tIsIy the nquiremeDt of the ratio of prior empIoymmt to ..- of "-fit. 

137 
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1920-1921,8 and in the Huber bill,' has since been largely taken 
over by the American Association for Labor Legislation" and 
finally crystallized in the unemployment compensation law which 
was enacted in Wisconsin some months ago.' 

Professor Commons is said to have derived this idea from 
observing the effect which the passage of workmen's compensation 
had in stimulating many companies to reduce industrial accl
dents. He concluded that if businesses could only be compelled 
to pay for part or all of the social costs of unemployment they 
would in tum be equally stimulated to reduce unemployment in 
order to cut down on their contributions. Since the European 
systems of unemployment insurance, with their uniform assess
ments of either so much a worker or a given percentage of the 
payroll, manifestly offered no such incentive to the employers, 
Professor Commons set. out to devise a plan which would afford 
such a stimulus and the work in Wisconsin has been largely the 
result. This program of exclusive contributions by the employers 
has also been taken up by certain groups which were at the time 
naturally anxious to avoid the stigma which the European un
employment insurance systems had come, througb mistaken 
propaganda, to possess in the public mind. It was therefore wel
comed in these quarters as an "American plan" which would 
prevent its opponents from labelling it as "Un-American." As is 
the case with most popular movements, slogans and catchwords 
had therefore their part in rallying popular support to it. 

While one may well be glad that WISCOnsin has had the 
courage to experiment in this fashion, we should nevertheless be 
extremely careful in weighing the features of the WlSCODSin act, 

'See John R. Commouo, ·Uaomploymeat Compemation and P ..... mtioD,· 
~ (October I, 1921), pp. 5-9. 

'See the leU of the bill itseK and the digest prepared by A. B. FonberJ wbida 
.... pubti!lJal with the above IIIticle of Prof..... Commoao and aIoo iD the 
pomphlet, u_~ l_tllfU, tile llodtl to Pr_iotI, pubti!lJal by the 
WISCOIISiD keori·tioD for the Prev""tioD of Uaomploymeat. 

• A .. A __ Pltm I., U'""'~ R_ Ftmds. 
'See WISCOIISiD IDdastriaJ Ctnnm_. B_oo" OIJ tile WisanuiIJ U-Il<11-

_ C_~ Aa _ A",,,,," V-.." PIMu lor U,""'~ B_ 
"." 1932, 96 pp. Also R. S. Hoar, U1lnll~ IJU111tJlIU ;". WUunuiII, 101 PP .. 
for aD advene view. 
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so th\tt it will not be adopted unthinkingly by other states. For 
if there are better ways of obtaining the purposes sought, Pro
fessor Commons, with his characteristic devotion to truth, would 
be the first to recommend their adoption. We should, therefore, 
appraise the three chief arguments which are advanced in favor 
of exclusive contributions by the employers, namely: (I) that 
it will lead to the employers reducing or preventing unemploy
ment j (2) that it will be passed on to the consumers in the form 
of higher prices j and (3) that the workers are already bearing 
the burden of decreased earnings and should not be asked to 
contribute further. 

2. WiU exclusive payments by employers appreciably reduce 
,memployment?-Professor Commons and his followers have 
throughout drawn a sharp distinction between the European 
systems of relief for unemployment and their program for the 
prevention of unemployment. They have pointed to well-known 
American firms which for some years were successful in stabiliz
ing employment' such as Dennison and Company, Hills Bros., 
etc., and have urged that what was needed was merely to gener
alize their experience. If business could only be given a monetary 
incentive it would then reduce unemployment. Professor Com
mons indeed wrote,' "Modern business can stabilize seasonal em
ployment if it is deemed worthwhile and cali even stabilize the 
credit cycle." Fundamentally therefore the advocates of ex
clusive contributions by the employers maintain that the respon
sibility for unemployment rests primarily upon the employers 
and since the workers are not responsible for it they should be 
exempted from contn"butions . 

• For the methods usocI by Ib ... and other Irms ... FeldmaD. TAe R.,.".,.... 
Ii ... , .Ii.I/o,......,; Douglas and Din:dor. TAe h.b,.. ., U_~. 
pp. 8S-I08; and Smith, R"-r StesotoaI U_I/o,..... n ... may be brioJly 
IUIIlIIW'iIed u follo .. : (a) oa1eo and markot poUcles desigDod to obtaill a more 
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If the various causes of unemployment are however carefully 
studied it becomes evident that individual business men, or even 
those in a given industry are not save in a most limited sense 
responsible for such unemployment as exists. To believe that 
they can by themselves either abolish or greatly reduce unem
ployment is in fact a greatly exaggerated idea. 

Let us take up for example the apparently plausible analogy 
between industrial accidents and unemployment and the argu
ment that because the employer provides the funds for compen
sation for the former he should do so for the latter as well. But 
industrial accidents occur inside the work-place and are caused 
by inside forces over which the employer as the supervisor of 
production has presumably a very large degree of control. Unem
ployment on the other hand is largely caused by forces which 
operate outside the industrial unit and over which the individual 
business man has little or no control. 

This becomes quite apparent if we review the three major and 
the two minor causes of unemployment. The major causes may 
be described as (I) seasonal, (2) technological and (3) cyclical, 
while the two minor causes may be listed as (4) the maintenance 
. of an excess supply of labor and (5) shifts in consumers demand, 
etc. The last of these causes is frequently interlaced with the 
second and for the sake of brevity may be considered along 
with it. 

Seasonal unemployment is primarily caused by great variations 
in the climate and by changes in fashion. It is not caused by the 
employers and their power of reducing it is commonly greatly 
exaggerated. What Jor example can a manufacturer of women's 
clothing do to bridge the slack season and keep his workers 
employed? He cannot produce to stock in anticipation of what 
the demand will be because by the time the garments are ready 
to be sold the styles will in all probability have altered and the 
goods will be more or less left on his hands. And what is true of 
women's clothing tends also to be true of women's shoes and to 
a somewhat less degree of men's clothing and shoes as well. In 
commodities like these which are almost as perishable as green 
groceries the program of budgeted production at an even weekly 
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rate with a storing of the surplus produced in slack seasons over 
sales is virtually impossible. And it is worthy of note that most 
of the industries which show high seasonal ftuctuations tend to 
be (I) consumers goods which are subject to great style changes, 
such as automobiles, millinery, etc., (2) commodities whose de
mand is greatly affected by the weather such as agricultural im
plements, confectionery, stoves, etc., or (3) goods, the raw 
material for which comes on the market in great waves such as 
vegetables, sugar and tobacco.· 

All this is not to say that some businesses by budgeting pro
duction may not be able to produce more steadily through the 
year but this will tend to be almost exclusively true of those 
producing standardized commodities. Virtually all of the firms 
which have succeeded in such a policy in the past have as a 
matter of fact produced just that type of goods. Here one has 
only to mention Procter and Gamble soap, the Packard automo
bile, Community Plate, Griffins' shoe polish and the like. But 
this policy is, as we have seen, impossible where the style factor 
is important. 

Another method which, it is commonly urged, would greatly 
reduce seasonal fluctuations is that of developing side-lines and 
"fillers" for the off-season. As illustrations of this one may men
tion the historic partnership of coal and ice' and the manufac
ture of palm beach suits to fill the summer gap in the clothing 
industry, etc. But such a policy as this is necessarily limited by 
the fact that the new product must in the main be one which 
can be made by the same machinery, worked upon with the 
approximate existing skills of the employees and sold by approll:
imately the same selling force. These limitations necessarily 
greatly narrow the possibility of using the method of dove-tai1ing 
or developing seasonal "fillers" as a means of stabilizing produc
tion and employment. 

It should furthermore be realiRd that there are already pow
erful financial incentives for the employers to eliminate or lessen 
the seasonal fluctuations in production and employment which 
already exist. Such regularization would enable the same plant 
and equipment to tum out a greatly increased product in the 
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course of the year or enable the same output to be produced 
with appreciably less fixed capital. In either case the fixed 
charges per unit would be reduced. Similarly the maintenance of 
a stable working force would largely remove the necessity for 
hiring any large number of "green" workers to meet the peak 
load and hence would eliminate the spoilage and diminished 
production which these green men almost inevitably bring. In 
the third place, the < firm which is able to offer to its employees 
steady work throughout the year wiII be able to get them to 
work for less than the hourly wage rate prevailing in competitive 
establishments which do not furnish steady work. Seasonal regu
larization wiII, therefore, bring a reduction in direct labor costs 
as well as in indirect fixed charges. Finally if the workers are 
assured that their jobs wiII last. throughout the year if they but 
make good at them, then the temptation for them "to go easy" 
in order to make the work last wiII be largely removed and the 
result should be an increase in output per worker and hence a 
general reduction in cost. 

These mighty incentives to stabili2e the present seasonal fluc
tuations already exist. And American business men in the main 
<know them and would try to reali2e these economies if it were 
economically possible for them to do so. For it is a mistake to 
believe, as many advocates of stabilization do, that the great 
mass of American business managers are so ignorant of their 
own jobs as not to know of the reductions in cost which they 
could effect if only all other conditions were equal. The most 
important barrier in the way of effective seasonal stabilization is 
not so much the ignorance or indifference of management as the 
climatic, economic and social difliculties which lie in the way. 

As we have pointed out weather fluctuations and changes in 
styles make the task extremely difficult. In spite of the develop
ment of new types of mortar and of 01:heI' changes in building 
and construction technique it is still true that construction is 
slower and more expensive in the winter than it is in the summer. 
The on-rush of the seasonal crops necessarily makes canning and 
other such industries highly seasonal in nature while farm ma
chinery and automobiles are subjected to a great seasonal ebb 
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and flow in their demand. And little more needs to be said about 
the way in which the style changes, induced by the competitive 
consumption which comes in the wake of a plutocratic society 
and by the mingled forces of sex rivalry and sex attraction, pre
vent stabilization in those industries. 

In view of all these facts it scarcely seems reasonable to sup
pose that the slight added inducement to stabilize which unem
ployment benefits would bring would be sufficient to galvanize 
the main mass of American management into a successful pro
gram of stabilization. For it should be realized that even if the 
employers were compelled to lay aside 3.75 per cent of the pay
roll for such reserves, this would amount, in most industries, to 
less than one per cent of total costs. And if the maximum liability 
of the employers were only 2 per cent as in the case of the 
Wisconsin Act, the increase in relative total cost would of course 
be even less. Since only a portion of this expense would in turn 
be occasioned by seasonal unemployment, a program of seasonal 
stabilization would in consequence save for the employer only a 
fraction of the slight added cost which has been listed above. 
While the system of unemployment insurance of. the type pro
jected by the Wisconsin Act would therefore give a slight addi
tional stimulus towards seasonal stabilization, this would be rela
tively weak in comparison with the economic forces already 
operating in the form of lower labor and overhead costs, etc. If 
these are not sufficient to induce the vast majority of present 
business managers to stabilize, can it be expected that this slight 
further stimulus will succeed where they have f;wed? About 
the most that can be hoped for in this direction is that the added 
costs attached to seasonal instability may economically push a 
certain Dumber of firms over from the zone of indifference into 
the camp of the stabilizers and that the added publicity given 
to these costs which such a system would alford, might stimulate 
the imaginations of the more backward employers, who at pres
ent cannot visualize the economies which are already evident to 
the more intelligent. This would be something but we should not 
set too high hopes upon how pervasive it would be. The most 
that can probably be hoped for is that it would cause a certain 
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percentage of firms producing standardized commodities to 
offer somewhat more regular employment than they have in the 
past. But the experience of most industries promises to approach 
more closely that which the men's clothing industry found after 
a full tria1 of what has been by all odds the most important and 
thoroughgoing voluntary system of unemployment in the coun
try. This was succinctly stated by Earl Dean Howard of Hart
Schaffner and Marx and himself an advocate of unemployment 
insUIance in the following words: 9 "The fact that the company 
was obligated to contribute 17'. per cent of the total payroll into 
an unemployment fund was a factor of little consequence in 
determining the manufacturing and selling policy of the com
pany." 

If we turn now to technological unemployment, it is probable 
that the imposition of these added costs would probably s0me

what reduce the tempo with which a plant might introduce new 
production changes and hence would make it possible to place 
somewhat more quickly the workmen who might be displaced by 
technical or administrative improvements. But in the cognate 
field of unemployment which is caused by shifts in consumers' 
. demands and the general formation of industry it will surely not 
be argued that the textile industry could have averted or that 
unemployment insUIance would have prevented that drift in 
popular 1,aste from cottons and woolens to silk and rayon which 
has spelled unemployment and disaster for its New England 
sector. Nor can it be contended that the coal industry either 
should or could have prevented the economies in fuel burning, 
and in the generation of power or the increasing use of the gas 
engine which have diminisheil the demand for its product. 

How could the carriage industry have resisted the coming of 
the automobile, or the shoe industry the greater wearing power 
of shoes now that driving rather than walking has become the 

OSee V_~ ill "Ie V.eIl StIJIa (BoariDp bel ..... Committee OD EcIu
_ aDd Labar. U. S. Seaate 70th eoasr-. :ad -. S ..... 119), p. 'S7· 
Dr. B. M. SqaiJa, tbe arbitral« ill tbe cJothiDc _ """" d Jail M"4l'icieP 
os 10_: -I am _ ~ to _ that tbe _ .... 1CCGIIJPIiIbed mada ill 

tbe way at RCUIariziDc pooductioD." lbi4~ p. '56. 



CONTRIBUTIONS 145, 

chief means of locomotion for all above the subsistence level? 
Could the farmers have compelled the urban-dwelling Americans 
to return to their former practice of eating large quantities of 
cereals? Could the piano industry-protect itself from the com· 
bined effects of the phonograph, the radio, the tendency toward 
apartment·house life, and the adoption by the middle class of 
other symbols of respectability and status? 

Business, as Ernest Elmo Calkins once reminded us, has 
wings; and in a fast-changing world, where objective situations 
and internal desires lead to the adoption of new goods, the 
prosperous industry of today may be the derelict of tomorrow. 
And with this decline comes unemployment, since it takes time 
for labor to be transferred to new industries and new localities. 

The claims which the advocates of exclusive contributions by 
the employers advance to prove that their particular system of 
insurance would prevent or greatly lessen cyclical depressions 
are moreover quite weak. Professor Commons has argued that 
the banks will see that an employer in hiring more workers dur
ing a period of prosperity is also assuming added liability for 
them if they are dropped and that the banks will therefore be 
loath to extend as much credit to their industrial customers as 
they otherwise would. In consequence of this diDiinution in the 
volume of credit, it is further contended that there will not be as 
much credit inDation and speculative over-development in the 
boom period as there would otherwise have been and that the 
depression and its attendant unemployment will therefore be 
less severe than it would be in the absence of such ~ exclusive 
contribution. 

But this is an extremely over-simplified and optimistic view 
of the operations of the industrial and credit cycle. It should 
be rea1ized in the first place that the banks will be making a very 
distinct profit from all of the additional credit which they create. 
Their fixed expenses will not increase to any commensurate de
gree as their loans expand and the added interest they receive 
will largely accrue as profit. They will not therefore tend to rein 
in their customers from such mutually lucrative loans merely 
because there may ultimately be an added liability. For it should 
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be noted that the Commons proposal and the Wisconsin act pro
vide for the prior accumulation of reserves and the limitation of 
the assessments upon the employers to a maximum of 2 per cent. 
Moreover as we shall see, if the. reserves are insufficient to pay 
full benefits, the benefits are gradually reduced in order to make 
the reserves solvent and not to increase the burden upon busi
ness. A bank therefore does not endanger the security of its 
loan save in the most infinitesimal degree by extending credit to 
an expanding business. There will therefore be little or no added 
brake upon the expansion of credit and the cumulative processes 
will go on largely unchecked. 

This process of expansion is cumulative for when a few banks 
begin to expand their loans by creating deposits upon which 
their borrowers can draw, the checks which are thus drawn 
largely find their way into other banks and thus increase the 
deposits of the latter. These banks with swelling deposits are 
then almost forced by the very laws of their own being to put 
these depoSits to work by increasing their loans. But these loans 
are in tum largely checked out to expand the deposits. of sull 
further banks as well as of the group which started the expansion. 
A cumulative process of credit expansion inevitably results which 
in tum leads to the overdevelopment of certain lines of produc
tion within the economic system and hence to an ultimate 
depre!>Sion during which credit contracts in an even more rapidly 
cumulative fashion than it expanded. Such powerful forces for 
instability as these which operate at the very center of our 
credit mechanism are not to be controlled in any such fashion 
as Professor Commons once hoped. In view, therefore, of the 
relatively slight possibilities which such a system of unemploy
ment insurance offers of preventing unemployment we need to 
be on our guard lest we sacrifice adequate relief, sound admin
istration and more stabilized purchasing power to the greatly 
overstre!>Sed opportunities for prevention by individual enter
prises. 

The most hopeful way of using unemployment insurance as 
an equilibrating force to lessen the fiuctuation of the business 
cycle is by (I) transferring monetary purchasing power from 
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the period of prosperity when it is relatively superabundant to 
the period of depression when it is relatively scarce and (2) 
building up additional monetary purchasing power in the depres
sion period itself. There is far more hope in these methods than 
in abortive attempts to use unemployment insurance as a check 
upon the expansionist tendencies of individual firms. The pro
gram which is suggested in this book aims, therefore, to proceed 
along these more fundamental grounds and it is believed offers 
more hope for the lessening of business depressions than the 
more or less atomistic efforts envisaged by the Wisconsin plan. 

3. Who will reaUy pay for the employers' contributions?-The 
second contention that the cost o,f unemployment insurance will 
be passed on to the consumer is in a sense inconsistent with the 
argument that the employers will seek to reduce the quantity of 
unemployment because in so doing they will reduce their costs. 
The two could, however, be reconciled were we to say that the 
cost which falls on the marginal firm would largely be passed on 
to the consumer1• but that costs in excess of this would fall upon 
the surpluses of other firms and that savings from lower costs 
would accrue to the concerns which enjoyed them. 

It can, however, be contended, as by Professors H. G. Brownll 

and Dale Yoder,l. that the contributions which are ostensibly 
made by the employers will in reality be shifted to the workers. 
Mr. Yoder succinctly states this analysis in the following terms:1I 

"The employer's forced contribution must be regarded by him 
as a premium to be paid for each worker hired. It thus reduces 
each worker's effective net productivity by that IIomount and 
must. therefore. result in the employment of fewer workers. 
Hence to the extent that conditions remain the same. this pre-
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the margia and if UDder det:IOUiDI cost by ........ thaD the added cost at the 
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mium acts to reduce employment. Ultimately wages tend to be 
reduced by the amount of the tax and employment to return to 
its former norma1." Were economic life close to that state of 
economic equilibrium wbich economists generally posit, this line 
of reasoning would in fact tend to be true. The workmen would 
already be receiving the approximate amounts added to the 
social product by the last of their number. Levying an additional 
assessment upon the employers, based either upon. the payroll 
or the numbers employed would cause the employers to undergo 
greater expense per worker than the yield of the last or mar
ginal worker justified. They would accordingly layoff some of 
the workers and unemployment would in consequence be in
creased. The pressiJre of unemployment would then operate to 
reduce the wage-rates and this process would, if the economic 
theory of pure competition is remorselessly applied, go on until 
the new basic wage rate plus the per capita insurance contribu
tions would equal the former basic wage without the insurance 
contn"bution.1' If such were to be the consequences then of course 
the inducements upon the employers to regularize production 
would be greatly lessened. 

In practice economic life would not take so rigidly competitive 
a course. Some of the added expense might well be borne by the 
employers and this would be particularly the case with monopo
lies under a nation-wide system of unemployment insurance or 
if it were applied in only a few states to competitive concerns 
wbich, though doing an inter-state business, still had abundant 
profit margins. In some cases, a part at least of the costs might 
be sbifted forward to the consumer. The precise ultimate inci
dence of the employers' contn"butions is therefore somewhat un
certain, but it would seem true that any ability to sbift at least 
a part of their apparent burden would tend to diminish such 
incentives to reduce unemplayment as the system might other
wise afford • 
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4. Should the workers be exempted from contributions?-The 
third argument in favor of exclusive contributions by the em
ployers to the exclusion of the workers is in reality a double .one. 
It is argued that in view of the fact that the unemployed would 
receive no compensation whatever during the waiting period and 
that their ordinary income would be greatly decreased even when 
they were compensated, the workers would in reality still be 
carrying the major portion of the loss occasioned them by unem
ployment. To heap an added load of contributions upon them 
would, it is argued, be too much. And this, it is urged is 
especially true in view of the comparatively low wages which the 
workers now receive. There is much in this contention when it is 
-:onsidered solely by itself. It may only be remarked: (I) that 
:0 the degree to which the contributions by the employers are 
;hifted back to the workers in the form of reduced wages, then 
he exemption of the latter from contributions is in fact more 
lpparent than not, (2) that there are certain very positive ad
,antages which come from the workers making direct instead 
If indirect contributions. Although these are to be discussed 
later, the reader should perhaps be informed at this point that 
they are to follow so that he will not conclude that the argument 
will be allowed to go by default. 

S. What should 'he state cOlltribute?-Granted that we have 
i rational system of taxation, the case for exempting the workers 
From contributions would be much stronger were the government 
rather than the employers made the sole inlmediate source of 
Funds. For if the necessary amounts were collected from the 
upper brackets of the iricome recipients or from the excess 
profits of the corporations, or from the taxation of bare land 
values, these sums would fall on economic surpluses rather than 
upon marginal producers or workers. No added expense would 
be occasioned either business or the workers and there would 
therefore be no discouragement to production. The expense 
would be borne by those most able to bear it and would not be 
shifted either forward to the consumer or backward to the work
ers. Waiving certain inlponderables, the contention of the S0-
cialist party that the government should bear at least half of 
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the cost of the insurance seems, therefore, from the standpoint 
of economic theory to be fundamentally sound were our system 
of taxation an ideal one. 

But that it most distinctly is not. As we have pointed out, in 
all save a few states, the main source of governmental income 
is the grossly inequitable general property tax. For the states to 
pay all or even a large fraction of the insurance costs would, 
therefore, mean, in the vast majority of cases, that the real estate 
owners would have to foot the bill. These groups are neither 
responsible for unemployment nor able to pay the costs involved. 
It would therefore be inequitable to have them meet the costs. 
It would moreover be the height of political inexpediency to 
require them to do so since if this were done, the farmers, small 
home-owners, and real estate men generally would be successful 
in defeating the measure. If unemployment insurance is therefore 
to be. obtained, the state governments cannot at present, save 
possibly in a few states, be saddled with any very large propor
tion of the costs. And it is surely not desirable to hold up all 
efforts at installing unemployment insurance until the great mass 
of the states pass adequate income and corporation tax laws. 

Finally, it may be remarked that there are positive and real 
advantages in having the two parties connected with industry 
actually make contributions toward the insurance and cooperate 
together in administering the system and in seeking to reduce 
the volume of unemployment itself. We need socia1 protection 
against the risks of unemployment but it is surely better if this 
can be done with a minimum of governmentalized bureaucracy 
and with a maximum functioning of more or less autonomous 
economic units which though socialized in purpose and composi
tion shall be as iInmune as possible from most types of state 
politics. 

From all these considerations it would seem that the wisest 
course for the states to follow concerning financing would be: 
(I) In those states which have adequate income and corporation 
tax laws, a considerable proportion of the total expense should 
be borne by the states themselves and assessed upon those most 
able to pay. At the very least, in these states, the administrative 
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costs of the system or about one-eighth of the benefits shoulii 
be carried by the state. (2) It is highly desirable that those states 
which do not now have income taxes should adopt them as 
speedily as possible and then aid in carrying some of the load. 
In the meantime, unless they are too hard-pressed financially, 
they should be willing to contribute to the system amounts equal 
to those which they now expend for their free public employment 
offices which would be taken over by the system itself. (3) The 
federal government should make some direct contributions to the 
funds themselves, not only for the cost of running the employ
ment offices but also if possible for benefits as well. (4) Both 
state and federal governments should organize themselves finan
cially so as to be able to give emergency benefits to those in need 
who have exhausted their standard benefits· and to set up in 
addition adequately supervised relief for those in need who are 
finally dropped from the emergency benefits administered by the 
insurance system or who have not been able to qualify for the 
standard benefits themselves. 

6. The positive gains /,.om contributions by 'he wo,.ker-s.-We 
must therefore face the fact that by far the major proportion 
of the cost of the standard benefits must as a practical measure 
be borne by one or both of the parties to the wage contract. The 
issue then in practice narrows down to the question as to whether 
the employers should be the sole contributors .or whether the 
workers should share in these direct contributions as well. We 
have already reviewed the arguments for exclusive contributions 
by the employers and have shown some of the misconceptions 
upon which they are based and some of the inherent weaknesses 
involved in any such system of financing. We shall now proceed 
to point out (I) that most of the distinctively good features 
which are claimed for the Wisconsin plan can also be realized 
under the system of joint contributions and (2) that the method 
of joint contributions will give in addition certain very distinct 
advantages which in practice can be obtained in no other manner. 

It should be realized in the first place that the graduation of 
the employers' payments in some ratio to the amount of unem
ployment in their particular plant or industry is not contingent 
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upon making them the sole contributors. It would still be possible 
for the employers' share to be graduated in some such fashion 
as this even though the workers were also contributors. It is not 
necessary therefore to confine the direct contributions to the 
employers in order to reap the possible stimulus to prevention 
which it is claimed such a system affords. 

Moreover, in addition to all this, joint contributions by the 
workers will have the following distinct advantages, which to 
the author at least, seem fundamental: (I) they would ensure 
adequate benefits which in all probability would not otherwise 
be obtained, (2) they would reduce malingering and make the 
workers feel they were vital partners in the system and (J) they 
are needed to ensure joint administration of the system and thus 
to protect the legitimate rights of the workers. Let us take up 
each of these points in tum. 

(I) Joint Contributions by the Workers are Needed to Ensure 
Adequate Benefits. 

It is more than doubtful whether any legislature will be 
willing to assess the employers within a state more than 2 or at 
the most 2.5 per cent of their payroll expenditures. Any legis
lature is naturally fearful of exposing the industries of its state 
to undue competitive pressure from rival concerns in other states 
and will therefore seek to soften the strain. Even the progres
sive group in WISCOnsin did not dare to make the maximum 
liability of an employer more than 2 per cent of the payroll plus 
a further allowance of one-tenth for administrative costs. The bill 
of the American Association for Labor Legislation was orig
inally still more modest in that it only called for an assessmeot 
of 1.5 per cent1Ji and it is improbable that any legislature in the 
United States in the near future at least would go above 2.5 per 
cent, while they may not be willing to go much above the Wis
consin or the Association for Labor Legislation quotas. 

Now, as we have seen, such assessments as these will not pro
vide adequate benefits. As we have seen from our analysis in 
Chapter VI, from J.O to J.75 per cent of the payroll is in all 
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probability needed to provide decent benefits of the type indi
cated. If we try to finance unemployment insurance upon total 
assessments of 1.5, 2.0 or even 2.5 per cent of the payroll, it 
will be absolutely necessary rigidly to restric:t the benefits. them
selves. If we throw the whole direct cost upon the employers, we 
will therefore seriously impair the protection which can be given 
to the unemployed. That this is the almost inevitable consequence 
is evidenced by the meager benefits which are provided by the 
Wisconsin and Labor Legislation plans. Thus the maximum 
benefits which can be paid out in any year in Wisconsin to an 
unemployed worker is $10 a week for 10 weeks or a total of 
$100. The American Association for Labor Legislation ·is some
what more liberal in allowing the same maximum weekly amount 
for a total of 13 weeks in the year or a total maximum yearly 
payment of $130. Both of these amounts would be grossly inade
quate in any period of prolonged unemployment and would 
furnish only the frailest protection at such a time. In contrast 
with this it should be pointed out that the maximum weekly 
benefit provided under the plan suggested in this book would be 
$15.60 a week and that this would be provided for a total of 
20 weeks, thus making a maximum annual benefit of $312. These 
benefits which, it is believed, would be solvent financially on the 
basis of a 3.75 per cent assessment, would be over three times 
the Wisconsin maximum and two and a half times those provided 
in the plan of the American Association for Labor Legislation. 

The inadequacy of the Wisconsin benefits is probably due in 
part to the failure to work out actuarial estimates of total cost 
and in part to the division of the funds into separate company 
pools. But it was also directly due to the fact that by making 
the employer the sole contributor they were unable to provide 
sufficient funds to enable adequate benefits to be paid. Moreover 
the belief that the employer should be stimulated to the fullest 
degree to reduce unemployment which caused him to be made 
the sole contributor also led to the creation of the establishment 
funds and hence also, as we shall see later, contributed to the 
failure to provide adequate benefits. The advocates of sole pay-
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ment by the employers should therefore realize that one of the 
prices of their policy has been and will be that of granting insuffi
cient protection to the groups whom they are ostensibly seeking 
to aid. This has of course been no part of their intention but it 
has been and in all probability will be an almost inevitable con
sequence of their action. 

It 'is better, according to the sound principles of insurance that 
all of the workers should make contributions than that those un
employed should receive grossly inadequate protection. Their 
contributions will not be merely transferring sums of money 
from the pockets of one set of workers to those of another. The 
added financial protection which the unemployed will receive 
plus the psychic reassurance which the presence of these added 
funds will bring will more than outweigh the slight diminutions 
in present income which the contributions will occasion. Any 
readjustment of income which tends to equalize the flow of 
group or individual income through time yields therefore a dis
tinct psychic surplus. 

(2) Joint Contributions by the Workers Are Needed to Ensure 
Joint Participation by Them in the Administration of the 
System. 

If the employers are made the sole contnoutors, the tendency 
will be to lodge the control of administration in their hands. He 
who pays the piper is indeed generally privileged to call the tune. 
This tendency is evidenced by the fact that the original Huber 
bill in WISCOnsin provided for an enIployers mutual insurance 
fund which was to be entirely under the control of the employers. 
The 1931 draft proposal of the American Association for Labor 
Legislation provi!Ied for the administration of the funds by 
boards representing a common industry or related industries and 
specified that of these boards "of not less than five members, at 
least three of whom shall be employers in such industries.'''' 
WhiIe the WlSCODSin Act as fina)ly passed vests the administra
tion of the system in the state Industrial Commission and while 

-Sectiaa 24 of their draft biD. See AIIevidtiIof u_~ Ca n:port by the 
Pamsytvauia Commitue em u~ to GovmIor PiDchoI, 19JI). p ..... 
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the Association for Labor Legislation has since somewhat modi
fied its position, the tendency will undoubtedly be for control to 
follow the sources of funds. 

It would, however, be a mistake to vest ~e control over· either 
the administrative or the insurance branches of the system in 
anyone economic group. To turn the control over to the em
ployers, as the American Association for Labor Legislation 
originally proposed, would not only deprive the system of the full 
cooperation of the workers but it would also tend to create 
biased decisions on points of policy and on the preliminary ad
justment of claims. The decision, for example, as to whether a 
worker left his previous employment without just cause or 
whether he was properly discharged for misconduct or gross per
sonal inefficiency, or whether a given job was "suitable" under 
such a set-up would at least originally be determined either by 
the representatives of the employers or by bodies upon which 
the latter had a majority. Even if the right of appeal from the 
decisions of these lower bodies were granted, as would in all 
justice be necessary, the position of the claimants would never
theless be impaired by the fact that the preliminary hearings and 
decisions would be made by bodies under the control of the 
employers. 

If the interests of the workers are to be adequately protected 
then the administration of the act must either be placed in the 
hands of a neutral and unpartisan body or in one upon which 
the workers will have equal representation with the employers. 
The only way to make quite certain that this will happen is to 
provide that the workers shall also be contributors. For if they 
are contributors it will be virtually impossible to deny them an 
equal share in the administration of the plan. This opportunity is 
worth so much to the workers that it would be worth their while 
to pay for it by contributing. 

(3) Joint Contributions by the Workers Are Necessary in 
Order Fully to Prevent Malingering and to Make the Workers 
Realize That They Are Partners in the Plan. 

If the working-class does not contribute directly and if the 
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costs are entirely advanced by' the employers or by the state, 
there will be a natural tendency for the workers to try to get as 
much from the fund as possible. Under such conditions, there 
would be a very real danger that in the administration of the 
fund and in the determination of policies, a sharp division would 
arise between the groups which paid and those which received. 
Working-class opinion would tend to look indulgently upon those 
who sought to obtain benefits without genuinely seeking work 
or who did not possess the actual qualifications which were sup
posedly required. The burden of detecting false claims would 
therefore be thrown back entirely upon the representatives of the 
employers and· the state officiaIs. 

If, however, the workers themselves contributed towards the 
fund, they would be far more zealous in checking possible 
abuses in its expenditure. The malingerer would not be merely 
getting somebody else's money but he would also be appropriat
ing their oWn. Working-class opinion could therefore be rallied 
against attempts to "milk" the funds. This would make it much 
easier to detect attempted fraud. The working-class members of 
the administrat,ive committees would, as the English experience 
abundantly testifies, have not only the general will to weed out 
. the false claimants but they would also be in such close contact 
with the realities of working-class life that it would be very 
difficult for them to be tricked. It is highly improbable that such 
extraordinary cooperation could have been obtained from the 
English workers had they not been contributors to the system. 
The sense that their funds were also at stake made them regard 
the system as a joint affair and made them earnest and valuable 
cooperators. 

Those, who, like Miss Helen Hall, have mixed with the Eng
lish working classes, report moreover that the unemployed take 
some pride in the fact that they have contn'buted themselves. 
The benefits are not therefore regarded as charity but as amounts 
which they themselves have helped to accumulate. Unemploy
ment insurance is, therefore, something of which they are a 
cooperative part. Such a feeling would be infinitely more difIicult 
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to obtain if the workers merely received benefits but did not 
of themselves make contributions.lea 

7. How should the total rate oj contributions be di'Vided among 
the 'Various parties?-Perhaps the wisest way of dividing the 
relative sums paid in by employers and workers would be to 
have the former contribute approximately two-thirds and the lat
ter one-third of the total direct contributions made by both par
ties. Thus if the total assessment were to be 3.75 per cent and if 
the state were to make no contribution, then the employers would 
contribute 2.5 per cent of the wages and salaries paid out to 
eligible workers while the workers would contribute 1.25 per 
cent. If the state were to bear the costs of administration, which 
would amount to approximately one-ninth of the total, or to 
about 0.4 per cent of the total wage and salary bill, then the 
total amount to be borne by workers and employers would be 
3.3 per cent. This in tum would be divided on the basis of 2.2 per 
cent from the employers and 1.1 per cent from the workers. 
Finally, if because of a relatively favorable employment situa
tion in any state or because of other reasons, it should not be 
desired to have the combined assessment upon workers and 
employers exceed 3 per cent then the basis of division would be 
I and 1 per cent respectively.l" 

It should be noted that under the plan recommended that the 
employers would contribute at least as much and preferably 
slightly more than they do under the Wisconsin Act. They would 
not be spared at the expense of the workers and much the same 
incentive could be given them to reduce unemployment that the 
Wisconsin plan affords. The benefits would however. be far more 
adequate and while the contn"bution of the workers would not 
be heavy, it would interest them in the administration of the 
system itself. 

8. Should lhe corllributiolls be gradlllJled according 10 Ihe rda
- To theot advutaps of CODtribuli ..... by the worbn, the" Ohio COmmlssiOll 
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employment of the worker. 
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live volume 0/ unemployment, and i/ so, ·how?"-It will be desir
able to vary the contributions which the employers are to make 
in such a way as to afford a financial stimulus to such regulariza
tion as is within their powers. Even though one should have no 
exaggerated hopes of what can be accomplished in this fashion, 
it is desirable to do whatever can be done. It is indeed possible 
under the plan outlined to obtain virtually as great a stimulus to 
regularization as could be secured from the plans calling for 
exclusive contributions by the employers. It has, therefore, most 
of the advantages of those plans without their faults. Tbere is, 
however, no need of varying the contributions of the workers 
since they have no power of reducing the amount of unemploy
ment. Their premiums should therefore be uniform in all indus
tries and establishments. 

In the fixation of these variable rates a number of considera
tions need to be borne in mind. (I) It is desirable to fix by law 
a legal maximum and minimum above and below which the rate
fixing body should not go. This is necessary to give assurance to 
employers that their liability will be limited and will free them 
from the fear that they may be given a rating which will demand 
very high premiums. It would seem desirable, therefore, to pro-

. vide that while the employers' rates should be such as to average 
approximately two or two and a half per cent, they might vary 
between a minimum of 1.0 or 1.2 per cent and a maximum of 4.0 

per cent. This would mean that even in the industries with the 
lowest ptemiums the workers would never contribute more than 
the employers. There would at the same time be ample room for 
the stimulus to regularization to operate.18 

(2) While the exact classes of the normal rates for each indus
try should largely be left to the body administering the act, it is 
desirable that the variations should not be so minute as to unduly 
complicate the administration nor so large as to make it diJIicuIt 

,. In the djscgoejon wbidJ follows, the modu!ioas wbidJ ore ..ached Ia the ant 
chapter about the best type of _ unit are in • wry raJ degree ......... 
The author .ecoguius this JosjcaJ dilIiadty but the ~ of tho dJopIeII 
-.. to make it _hie. 

• The sprad of 3 ..... _ wooJd, for aampIe, otiII he _ IIwI the toIaI 
• .... called for by the w_ Ad. 
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to encourage firms to stabilize. On the whole it would seem best 
to have the rate classes vary by one-quarter of a per cent. There 
would thus be from ten to twelve classes along the way from one 
to four per cent and this should give the needed elasticity to the 

. system without cumbering it wi~ unnecessary variations: . 
(3) While the relative rating which is given to an industry 

should in general bear a fairly close degree to the relative amount 
of unemployment which its workers experience, this rule should 
nevertheless be tempered by the recognition that the disorganiza
tion of a given industry may be caused by developments outside 
of that industry for which it cannot be chargeable. It would be 
wrong, for example, to saddle industries where employment is 
declining because of shifts in demand and because of the rise of 
new industries, with the full burden of maintaining their workers. 
This is very properly a burden which should be borne by industry 
as a whole. 

It is, moreover, true that the great cyclical fluctuations in pro
duction and employment in such capital producing industries as 
iron and steel, foundries and machine shops, and electrical 
machinery are derived from and caused by much smaller fluctua
tions in the production of consumers goods. 

(4) Normal rates should be fixed for each industry with sub
divisions above and below these into which individual firms may 
be classified according to their experience. 

(5) A further question is created whether these differences in 
rating and in contributions should be established almost im
mediately upon the plan going into effect or whether there should 
not be a preliminary period during which a uniform rate of con
tributions would be collected from all employers but during 
which the necessary acturial data would be collected to permit 
merit rating. The projected Ohio act follows the second of these 
alternatives and calls for a three year period of uniform contri
butions to be then followed by the application of varying rates 
by the administrative commission. 

The arguments in fawr of this second course are (/I) that it 
would relieve the administrative authorities of a very perplexing 
task during a necessarily difficult period and would permit them 
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to concentrate upon the many administrative problems which will 
. inevitably arise in getting the system started, (b) that the later 
rating of the industries and firms would be much more accurate 
as a result of the accumulated experience than it could be at 
first in the absence of accurate unemployment data. The argu
ments in favor of immediate action in rating industries at least 
and possibly also individual firms are on the other hand: (/I) that 
if these ratings are postponed any immediate stimulation towards 
regularization is lost, and (b) that the past employment records 
are sufficiently adequate both as regards seasonal ano cyclical 
fluctuations to permit grouping the industries into rough cate
gories according to the approximate incidence of unemployment. 
Despite these latter considerations, it would seem both simpler 
and safer to postpone the application of the differential rates for 
at least two and perhaps preferably for three years after the 
initiation of the act. The administrative authorities would then 
be able to gather their breath and would have more data to go 
on. Little would be lost in the way of prevention since the appli
cation of differing rates to individual concerns could hardly pro
ceed more speedily. And it should be remembered that it is upon 
the efforts of individual concerns that the enthusiasts for regu
larization predominantly rely. 



CHAPTER VIII 

'ROBLEMS OF INSURANCE -AND ADMINISTRATION 

Almost equally important with the problems of qualifications, 
enefits and contributions are those connected with the manage
lent of the insurance and reserve funds and the general admin
;tration of the act. A whole series of perplexing questions arise 
1 this connection. Should for example each plant or company 
laintain its own separate and distinct nnemployment reserve 
und as is provided by the Wisconsin Act? Or should the insur
~g unit be the industry, as was contemplated in the original 
lraft of the American Association for Labor Legislation? Is even 
his defective and should the insuring unit be as extensive as the 
tate itself? A cognate problem is that of whether a number of 
,utside insuring agencies such as commercial insurance com
,anies and employers' mutuals should be permitted to compete 
or the business or whether there should be a compulsory unifica
ion of the insuring function? If there should be such unification, 
Iy whom should the fund be controlled? Should it be in the hands 
If the state, the employers or the workers or any combination of 
hese interests? Should the ~e body administer the other fea
;ures of the act or should the administering body be separate 
'rom the insuring body? How should the available reserve funds 
Ie invested? What should be the role of the employment offices? 
)bould the federal government play any part in administration 
IIld should it also try to build up a reserve fund for depression
~ief? These are all problems of policy and in addition to them 
:here are the more technical questions connected with collecting 
:ontributions, handling claims, paying benefits, keeping records, 
~tc. We shall attempt to consider all of these issues in the present 
i:hapter. The first of these topics which we shall consider is that 
~f whether the carrying of insurance should be confined to Don-
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profit making bodies or whether commercial companies should 
also be permitted to participate. 

I. Should private and projit-making insurance companies be 
permitted to write unemployment insurance?-There is a strong 
underground movement to permit the private insurance com
panies to write unemployment insurance under any mandatory 
law.' It is argued that the private companies will be more 
efficient than any non-profit making institution and that at the 
very least they should be allowed to compete in a fair field with 
whatever other insurance agencies are set up. "Why," it is asked, 
"should the insurance companies be treated as pariahs and be 
refused an opportunity to show what they can do?" 

But this appeal neglects at least four sets of factors: 
( 1 ) In the first place, the greater the number of insuring 

agencies which participate in the writing of policies, the more 
uneven will be the distribution of risks and the larger the relative 
reserves which will need to be built up. For if there are a 
number of competing insurance companies, it will be impossible 
for each to obtain an even distribution of risks. There will in
stead be a tendency for the business of each of the various com
panies to be more heavily weighted with workers in some indus
tries than in others. It is much more difficult to forecast the 
probabie percentage of unemployment in specific industries than 
it is for the field of employment taken as a whole. This means 
that an average assessment which would keep a uuified fund 
solvent would cause some of the funds in a competitive system to 
show deficits. In order to protect themselves against this danger, 
therefore, it would be l'Iecessary for the competitive funds to 
devote a larger share of their receipts to the mere accumulation 
of reserves than would otherwise be the case. In the effort of 
the oompanies to protect themselves against losses, a smaller 
percentage of the premiums would be actuaDy paid out to 
the unemployed than under a unified system of insurance. With 

• Thill the Metropolitu Life lDsunmce Co. was amioas fr_ J,'S to J9JO to 
___ to write 'I>'OhmtaJy UIIeUlJ)Io.ymeDt iD!maD<e. A biD patiDC 
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the same premiums, the benefit would be less,_or with the same 
benefits, the premiums would have to average more. 

(2) In addition the competitive expenses in which the various 
insurance companies would be involved in their efforts to sell 
unemployment insut'ance would inevitably increase the pro
portions of the receipts devoted to administration and decrease 
the proportion which the unemployed themselves would receive. 
Insurance agents would spend their time trying to get a firm 
to take out insurance with their company rather than with 
another, and the cost of the unsuccessful efforts at persuasion 
would necessarily be loaded onto the successes. In addition, 
duplicate advertising and central office expense would be incurred 
which could be eliminated under a unified and monopolistic sys
tem of insurance. We have seen in the field of workmen's compen
sation some of the differences in cost of the various types of funds. 
Thus, according to Carl Hookstadt, the average cost for admin
istration in private competitive funds amounted to approximately 
38 per cent of the premiums as compared with 20 per cent for the 
employers mutuals, II per cent in the case of the competitive 
state funds, and 4 per cent for the monopolistic state funds.10 

A part of this difference was probably due to the superior acci
dent prevention work which was done by many of the private 
insurance companies, but the major portion represented extra 
competitive expense. It would be a mistake to waste the money 
contributed to help protect the income of the workers in expendi
tures of this kind. 

(3) A third difficulty lies in the separation of the insuring and 
the administrative agencies which would result. The insurance 
companies would find it almost impossible to payout the benefits 
from their own offices since they would not know at first hand 
whether the claimant was genuinely unemployed. To determine 
this, a system of free public employment offices is needed where 
the worker must register and which can impose a work-test. It 
might be thought that this difficulty could be overcome by having 
the employment offices certificate claimants to benefit for 

.. Bu\leliD 301~ UDlttcl St."" Bu_a of Labor Statistics, C_1fJrisooo 0' w ..... 
..... Co.~ and'_..., Ad~ p. 90 
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amounts which would then be payable by the insurance com
panies. But this would not only open the door to fraud, but would 
also greatly delay payment to the unemployed. This would be 
particularly the case where an insurance company did not main
tain a disbursing office in the locality where an unemployed 
person lived. Time would be lost in the mailing of documents, 
in the follow-up work, and in the mailing of checks. But what an 
unemployed worker needs is a prompt and speedy payment of 
benefits in order that he may have an income for the current 
week. Delay in such matters is therefore fatal. 

The payments must therefore be made through the public em
ployment offices which will have the records of the workers and 
which, because of the fact that the unemployed must come there 
to register and to look for work, are the only logical disbursing 
agencies. But under a system of private insurance, the amounts 
thus paid to the workers would have to cOme from the various 
insurance companies. This would enormously complicate the 
work of administration since specific workers would have to be 
c1assified and identified in terms of the insurand! company with 
which they were afIi1iated. The separation of insurance from the 
administrative functions would lead to unhappy results and to 
a jangling of cross-purposes in which delays would be common 
and the' unemployed would necessarily suffer from the lack of 
coordination. It is just this multiplicity of the insuring agencies 
and their attendant separation from the 10caI administrative 
agencies which has proved to be probably the weakest link in 
the system of British health insurance. 

(4) The fina1 objection against throwing the insurance into 
private hands is that it would cause the private companies un
duly to fight c1aims. A company would be able to save money for 
itself by decreasing the amounts paid out in benefits to the un
employed. There would thus be a direct financial incentive to 
fight c1aims and the means would be ready at hand since it could 
always be alleged that a workman had been discharged for cause 
or had left without just cause, or was not genuinely seeking work, 
etc. That this suspicion is well grounded is indicated by the 
practices of many of the private casualty companies which oper-
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ate under our workmen's compensation laws. For it is notorious 
that they, by means of lump-sum settlements, frequently pay 
seriously injured workmen and their families very much less 
than what the latter could obtain were they to go through the 
somewhat lengthy process of getting compensation through the 
regular channels. It is true that the individual sums at stake 
would be nowhere near as great under unemployment insurance 
as in the case of the deaths, or the severe injuries, which result 
from industrial accidents and that presumably the insurance 
companies would not therefore have the same tendency to fight 
unemployment claims and to cut down the benefits which the 
workers actually received. But there would still be some such 
incentive and where a considerable number of workers were laid 
off from the same plant, the insurance company could effect an 
appreciable reduction of payments by fighting the claims of the 
entire group and then if necessary compromising on a smaller 
rate of benefit. This the unemployed might well be inclined to 
accept in order to get something quickly. The record of many 
of the private companies under the workmen's compensation laws 
is indeed such as to lead us to believe that this would happen. 

For all of these reasons, therefore, it would seem extremely 
unwise to permit private companies to enter the field of unem
ployment insurance. Where private companies have already 
established a hold in certain branches of social insurance during 
the time that they are still in the voluntary state, it may be 
politically necessary to permit them to continue when. the whole 
system is universalized. But where they have not built up any 
such vested interests, it would be injudicious to throw open the 
door to them. Unemployment insurance is certainly one of the 
fields in which the whole system would be the better for the 
absence of the private companies. 

I. SIIotdd _tloYel's' fIItIhuJls bflllSed as 1M predOfllifttmllyptl 
0/ MswGftCfI tmill-The Huber bill which was introduced into 
the WISCOnsin legislature in 1921 set up an employers' mutual in 
each major industry which was to be the insuring agent. Such a 
system is superior to that of the profit-ma\ting insurance c0m

panies in that it reduces the competitive expense of obtaining 
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business. Judging by the experience under the Massachusetts 
workmen's compensation act, this is true even when the mutuals 
are in direct competition with the private companies themselves. 
If they were to be given a monopoly of the business their costs 
would of course be still less. 

The difficulty with employers' mutuals is that unless they are 
constructed on the basis of a state monopoly, they are subject 
to the same weaknesses which characterize all subdivisions of the 
insurance function. In addition, moreover, since they are con
trolled by the employers they will naturally want to reduce pay
ments. There will be a strong temptation, therefore, for them to 
fight claims in order to reduce costs and enable a larger refund 
to be made to their members. It is desirable, therefore, that the 
administration of the funds should not be confided exclusively to 
the employers but should be more of a joint aJ;fair with at least 
an equal representation of the workers, and perhaps with some 
representation of the public as well. 

3. Should the insurance function be de-centralized 01' central
ized? Employers' individual reserves versus a central fund.-The 
WISCOnsin plan provides that the contributions paid in by an 
individual employer shall only be used to pay benefits to those 
employed by him. The State Industrial Commission merely acts 
as trustee for his contributions and it ear-marks the specific pay
ments by each employer into separate accounts which can be 
used solely for his own employees. and for no others. According 
to the Wisconsin plan, these separate reserves are never to exceed 
$75 per worker and when they rise above $50 per worker, the 
employer's contn'butions are lowered from 2 to 1 Yo per cent. 
Every effort is made to protect the reserves so that when they 
fall below $50 per capita, the maximum weekly benefit of $10 is 
decreased by $1 for each reduction of $5 in the per capita re
serve. Thus if the reserve is between $45 and $50 per worker, 
the maximum benefits are to be but $9, and if the reserve is $40 
then the highest benefits that can be paid will be $8, and so on. 
Thousands of water-tight insurance compartments are thus set 
up, none of which can be 1evied upon to meet deficits in others. 

This is a natural consequence of the assumption behind the 
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Wisconsin act that an individual employer is responsible for 
the unemployment which exists in his own plant and that if he 
would, he could prevent it. Yet it should be realized that the 
unemployed in a firm which, because it produces capital goods, 
has been hard hit by a depression will have their benefits reduced 
and perhaps even cut to nothing at the very time when there 
will be large surpluses credited to the accounts of other firms 
which have suffered only slightly from the depression. Workers 
who have been laid off because the demand for the particular 
product upon which they have been employed has decreased as 
a result of the substitution by the consumers of a differing prod
uct, will have their compensation abridged although the coffers 
of the new and rising industry are full. And yet certainly the 
rise of the latter would be one of the causes for the fall of the 
former. 

The splitting up of the insurance reserve into such a multi
tude of units is of course one of the reaso!JS why the benefits 
under the Wisconsin act had to be limited to the totally inade
quate sum of a maximum of $10 a week for a maximum of 10 

weeks and then to be scaled down as the reserve diminished. 
Because there is no pooling of reserves, it was necessary rigidly 
to restrict the benefits. The primary purpose of this feature of 
the Wisconsin law seems indeed to have been to protect the 
individual employer rather than fully to protect the worker. 

The setting up of such separate individual accounts was prob
ably necessary when unemployment insurance was introduced 
into the Chicago clothing market. For then individual employers 
would not agree that funds which they contributed should go 
to pay benefits to workers in other firms. The slogan of the 
employers was then that each firm should stand on its own feet. 
And since then it was necessary to get the consent of the em
ployers before unemployment insurance could be put into effect 
at aU in the market, this point was yielded to the employers. 
But where a compulsory system is being established there is not 
the same practical necessity for such a compromise. And it is 
surely a confusion of values when what can at best be only 
partially justified as a lIecessary expedient is exalted into a prin-
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ciple. As a matter of fact it is highly improbable that a system 
of separate employer reserves could survive a depression of any 
magnitude. For when the workers in the hard-pressed heavy 
industries find that their benefits are being slashed at the very 
time that many concerns have large surplus reserves which rela
tively speaking are not being touched, there will then be, in all 
probability, such a great popular demand for a pooling of re
serves to meet the widespread social emergency that sooner or 
later the individual compartments will be tom away and a com
mon fund created to cope with the common problem. And if such 
is the likelihood that a system of separate reserves will in a time 
of stress give way to a central pooled reserve, would it not be 
far better to adopt from the very beginning the method which 
seems ultimately and deservedly destined to become predomi
nant? 

4. By whom should the cent,alized lund be administered? The 
problem 01 politics and the device 01 an independent board or 
corporation.-It is necessary in nearly all states to prevent the 
fund from falling under the ordinary type of politil;al control. 
If the members of the board were to be appointed without let 
or hindrance by the governors of the respective states, it is 
greatly to be feared that unless there is an unexpected purifica
tion of politics they would, in the majority of instances, be used 
to build up or retain political support rather than to ensure the 
efficient administration of the system. The result would tend to 
be a honeycombing of the system with politically minded ofIiciaIs 
and an attendant low level of efficiency and purposes. With the 
traditions and personnel of our public bureaus what they are, it 
would be unsafe for us to confide the administration of the sys
tem, as in England, to the state as such. England has a civil 
service which is protected from political pressure. The British 
administtators, protected by life tenure and the traditions of 
independence, are not dependent upon and do not fear the p0-

litical leaders. They can therefore administer the affairs of their 
departments without fear or favor. Major questions of policy are 
to be sure decided, as they should be, by the elected representa
tives, but the personnel is chosen on grounds of efficiency rather 
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than of political influence and they are judged by essentially 
workmanlike standards. 

Until, therefore, we have bUllt uIt in this country a civil service 
which in some degree approaches that of either Germany or 
England, it will be wise to confide the administration to a body 
which is to the fullest degree possible immune from political 
control. 

There are two chief methods of accomplishing this. The first 
is to put the administration of the system in the hands of a 
board which, while named hy the governor, will represent in fact 
the accredited organizations of employers and employees of the 
state. It can for example be provided that the governor would 
have to select the appointees from lists submitted to him by the 
workers and employers organizations respectively. By this 
method of selection, it would be relatively ensured that the 
appointees would represent the economic groups which are con
cerned in the successful administration of the system. Probably 
not more than two and certainly not more than three should be 
selected from each side. A neutral chairman will, under such 
circumstances, have to he appointed to hreak deadlocks and to 
serve In general as presiding officer. 

The above administrative set-up would undoubtedly greatly 
lessen the pressure from the professional political class. To my 
mind however a still better agency of administration would be 
that which was once suggested by Professor William L. Leiserson 
of Antioch College. Professor Leiserson proposed that an autono
mous and non-political corporation should be set up which would 
have complete control over the fund and its administration. Dur
ing the last fifteen years there has been a great deVelopment in 
the use of such corporations for public purposes of which one 
has only to mention the Emergency Fleet Corporation, the Grain 
Corporation, the Port of New York authority, etc.- There can be 
no doubt that the separation of these functions from the ordi-

• The development of oU.te _ iD R.ussia bas also lightened the admiDi!llatiw 
diBicultits th .... aod made possible a much more ofIicieDt admiDistntioII of the 
lCOIloml. activltles of that IOciety thaD. wbeD the iDdustrios _ IIIl<I« so
_tal amtro\ u ouch. 
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nary governmental machine greatly increased their effectiveness 
and there is solid merit in the proposal to carry through the 
administration of unemployment insurance in a similar manner. 
The directors of such a corporation would need of course to be 
selected on a non-political basis. Since they would not give full 
time to their work, they might be nine or eleven in number. 
They could then be selected by one of the three following ways: 

(a) They could be designated directly by the various ec0-

nomic organizations themselves. Under such a plan as this, the 
manufacturers associations, the state chamber of commerce, and 
the employers associations would name a given number of di
rectors. The trade-unions would in tum name others. Many 
employers would however bitterly object to permitting the unions 
to name all of the representatives of the workers. It is, of course, 
true that the unions do not include more than 13 to IS per cent 
of the workers who would be eligible for inclusion under the act. 
Even if those covered by shop committees were also to be in
cluded, the total would not be raised by more than 5 or 6 per 
cent more. . 

"Why," it may be asked, "should this small minority be pre
sumed to speak for the vast majority?" The answer is quite sim
ple. There is no other body which can speak for the workers. 
Unor~ workers, because of their very lack of organization, 
have no association which represents them. Even the shop com
mittees which probably do not represent more than another five 
or six per cent of the eligIble workers are confined either to a 
single plant or to one company and hence have no inter-company 
connections. Since there is no federation of shop committees, 
there is no way in which their desire can be presented through 
one organization. If the panel of names from whom the members 
are to be selected is then to be drawn up by organizations rep
resenting labor, it can only be done by the state federation of 
the labor unions. There would of course still need to be a chair
man of the board who would represent the public. 

(b) A second method .of selection would be for the employers 
and workers directly to elect their representatives. This would 
necessitate a system of nominations, of ba1loting in the various 
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workshops of the state and of governmental supervision of the 
election. While this is an ostensibly democratic method, it wo.uld 
in fact be an extremely cumbersome-and expensive one. 

(c) A linal method would be for the act which established 
unemployment insurance to include in it the names of those who 
were to constitute the first board of directors of the corporation. 
It would be far more difficult to slip incompetents and corrup
tionists in under such conditions than it would be later by straight 
gubernatorial appointment after the act had been passed. The 
quality of the directors would have to be fairly high in order to 
ensure the passage of the act. Were the initial board of directors 
of the corporation to be named in this fashion, it would prob
ably be desirable to give it the power to lill vacancies as they 
arose and to perpetuate itself during at least the 'lirst ten years. 
After that a different method of selection might safely be em
ployed. 

It is believed that this system of administration by representa
tives of the parties affected will ultimately prove more healthy 
than merely incorporating the unemployment insurance system 
within the state administrative apparatus. For it will permit those 
directly affected by the problem to cope with it. It will thus in
troduce a degree of cooperative self-government which is badly 
needed. 

S. What should be tile role oJ tile public employment office?
The local administration of the unemployment insurance must of 
necessity rest upon the public employment offices and cannot be 
carried through without them. For there must be an agency to 
test whether or not the claimant is actually out of work, and 
whether he is genuinely looking for work. Only an employment 
office can administer the work test. The payments should there
fore be made through the employment offices and the judicial 
machinery should be closely tied up with it as well. The day on 
which the benefits are paid can indeed be used as one of the 
three times during the week on which the workers are to sign 
the out-of-work register. 

It is desirable that the vast majority of workers should not 
have to spend more than from one-half to three-quarters of an 
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hour in travelling from their homes to the offices and that so 
far as possible this should not necessitate the payment of trans
portation fares. This means in practice that not only should many 
smaller cities which now lack a public employment office be 
provided with one, but that in the larger cities there should also 
be more offices than there are at present. These offices should be 
in charge of competent managers who, together with their sub
ordinates, should be under civil service if the system were under 
the control of a commission of the type which has been described. 
If the administration were in the hands -of a public corporation, 
then the formal rules of ordinary civil service might not as such 
apply. It should be provided, however, that the corporation, in 
consultation with the state civil service commission or some simi
lar body, should work out rules for appointment, tenure, pro
motion, etc. 

The employment offices should of course be active in their 
placement work and should, whenever possible, set up separate 
divisions for men, women and children. In the larger cities spe
cialized separate exchanges should be established for those major 
industries which wish to enter into such a cooperative relation
ship. Local advisory hoards should be established for each office 
and while control would rest with the joint commission or cor
poration, these local groups could be of great assistance in ob
taining'the cooperation of local employers and workers. 

6. HOVI should the judicial/unction be perjo,,"edl-It is not 
enough to set up machinery for placement, for imposing the 
work-test, and for the actual payment of benefits, but it is almost 
equally Decessary to provide an efficient and just method of 
determining whether the c1aimaDt is indeed entitled to benefits. 
There must be persons to pass on such questions as whether a 
worker was genuinely laid off, whether he left without "just 
cause" or was discharged "for cause," whether the employment 
which he may have refused was "suitable" and whether he was 
"genuinely seeking work." These are in a sense judicial questions 
and as such need a somewhat separate system of machinery if 
they are to be carried through adequately. There would seem to 
be three sets of officials who would be needed: (I) a local insur-
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ance officer who would be attached to each employment exchange 
who would pass tentatively upon all claims for i>enefit. This offi
cer in practice should probably be, -as in England, the manager 
of the local employment office and the two functions could thus 
be combined in the one person. (2) A local committee composed 
of a worker, an employer, and a neutral who would consider cases 
appealed to them from the decision of the local insurance officer 
by either the worker or employer, or voluntarily referred to 
them by the insurance officer himself. (3) A state board of um
pires which would take cases which were appealed from the local 
committees by either the claimant or any member of these com
mittees, and upon the basis of the factual statements make rul
ings which would serve as the basis for the common law of the 
system. 

If the system were under the direction of a representative state 
commission, then both the local committee and the state hoard 
of umpires should be under the general control of this commis
sion and should be paid from its funds. The judicial expenses as 
well as those of the employment exchanges would then be prop
erly items which might be charged against any state appropria
tion which might be made for administrative expenses. 

It would be wiser, however, for the commission not to serve 
itself as the board of umpires. The work of many of our present 
industrial commissions has, for example, been hampered by the 
fascination which the delicate points in workmen's compensation 
have exercised upon their members. The judicial problems raised 
have all too frequently so engrossed the members of these com
missions that they have become primarily judges rather than 
administrators. This has operated to the detriment of their other 
functions. There is a natural human tendency to prefer the 
judicial role to the administrative and there is danger that the 
members of the state commission might succumb to it. It would 
be better, therefore, for the commission to set up a separate 
umpire, or board of umpires, to take care of this work or to 
designate one of its members who would be charged with this 
responsibility~ This member might, and indeed in the larger states 
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should, have associates who would not be members of the com
mission to assist him in this work. 

If the administration of the system is given to a corporation 
of the type recommended, it is probable that while the local in
surance officers should still be the managers of the employment 
offices and as such should be paid by the corporation, the local 
judicial committees and the state board of umpires should not 
on the other hand, be under the control of the corporation itself. 
The corporation will tend to be primarily interested in preserv
ing the fiscal solvency of the fund but the state should be pri
marily interested in seeing justice done. There will frequently 
be conflicts of interest between these two purposes. It would be 
wise, therefore, to have the upper branches of the judicial system 
under the control of the state and not of the corporation. These 
officials should in this case be selected by the state department 
of labor, or industrial commission, and should be paid by the 
state. They can tell the corporation what to pay and the latter 
can then bend its efforts to make these payments as efficiently 
and as economically as is possible. 

7. What agencies 01 administration should the lederal govern
ment set up'I-Under the plan that bas been outlined, the federal 
government will participate in the administration of unemploy
ment insurance in two different ways. In the first place, it will 
coopedte with the states in furnishing some funds for placement 
work, insurance benefits, and a far larger amount for emergency 
benefits. To carry this through effectively, a skeleton force 
should be built up in Washington together with some field in
spectors working in the same service. It would seem best to 
lodge this work in the Department of Labor and to make it part 
of the duties of a remodeled and more efficient Employment 
Service, which should also be renamed to indicate its added 
functions. 

The second function of the federal government will concern 
those employers engaged in inter-state commerce who, because 
of this fact, will be outside the scope of state laws and can only 
be reached by federal legislation. Existing agencies of adminis
tration which at present deal witb similar groups should so far 
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as possible be utilized as the bodies to administer such federal 
insurance. Thus the United States Compensation Commission 
which is at present administering Forkmen's "Compensation· for 
longshoremen as well as for federal employees should be en
trusted with the application of unemployment insurance to the 
former group and should also be given jurisdiction over the sea
men, if and when the latter are included under the act. 

The administration of unemployment insurance for the railway 
workers and those in the inter-state telephone, telegraph, express, 
airplane and bus services should probably come .under the juris
diction of the Interstate Commerce Commission which should 
set up a separate division to handle the issues involved. As is 
well known the railroads make elaborate statistical reports to 
the I. C. C. which, therefore, has already most of the informa
tion necessary to administer the act. It would be far better to 
utilize the existing machinery and knowledge of the I. C. C. than 
to set up new and duplicating machinery. 

If employers engaged in the inter-state transmission of electric 
power are included under any federal unemployment insurance 
act, the question as to who should administer this feature of the 
act should largely depend upon the actual powers granted in 
other matters to the Federal Power Commission. If that com
mission largely remains as it is and if it is not given very ap
preciable powers in the utility field, it would probably be better 
to place the administration of the unemployment insurance funds 
in the hands of the Interstate Commerce Commission. If how
ever the Federal Power Commission is given much more ample 
powers, it should probably also be entrusted with the handling 
of unemployment insurance. 

It will be noticed that the type of administration contemplated 
for the industries covered by federal action is a decentralized 
one. Each group of industries is to have its unemployment insur
ance fund administered by some strong body which is already 
in existence and which already bas statistical data and adminis
trative experience. Because of the wide dissimilarity in risk be
tween the industries, it would seem best in this instance for each 
industry to provide for its own risks. 
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It should not be thought however that the federal agencies 
must necessarily maintain employment offices which will be com· 
pletely separate from those of the various state services or that 
they will of themselves payout all the benefits to the workers 
affected. In some seaboard harbors, it might be desirable for the 
federal compensation board to set up and manage the placement 
offices for dock labor and seamen. This might also well be the 
case in the more important railway centers. In other instances 
however the number of men to be placed in such work would not 
be large enough to justify the establisbment of a separate office. 
In these cases, the placements could best be made through a 
section within a state employment office. The benefits in these 
cases could also be paid through these offices which would then 
be reimbursed by the proper federal fund for all such expendi. 
tures. 

8. How should the funds of the system be inIJestedl-One of 
the most important problems is that of how the reserves of the 
insurance funds should be invested. There are three criteria 
which sbould govern the choice of these investments and the 
regulations which should be made concerning them namely that: 
(1) The funds should be invested in such a manner as to be 
absolutely safe, (2) the securities purchased sbould be readily 
convertible into cash for the payment of benefits, and (3) the 
funds and securities should be handled in such a way that while 
no undue stimulation to expansion should be given in the periods 
of prosperity, there would be made available during the period 
of the depression a greater quantity of monetary purchasing 
power. 

The WISCOnsin Act and the Ohio bill aim at the first two of 
these purposes. Thus the Wisconsin law provides that the funds 
shall be invested" "in the readlly marketable obligations of the 
United States of Aznerica, of any of its forty-eigbt state govern· 
ments and of any city, county, or other governmental sub-dlvision 
of this state, all having a maturity of not over five years from 
the date of purchase." The Ohio bill bas a somewhat more re-

• Chapt<I' .... w.......... Laws of SpedoI SaoioD of 1931, s..tiGa ... .J6, 
Clmses· 
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stricted provision limiting the investment in state bonds to those 
of Ohio alone and providing that the purchase of bonds or inter
est bearing obligations of the local Ohio governments shall 'be 
only in those ~f such local sub-divisions as have not in the past 
defaulted on either the interest or the principal of their issues.' 
Qn the other hand, according to the Ohio bill the bonds which 
are eligible for investment need not mature within five years and 
provision is also made for investment in the bonds of banks 
organized under the Federal Farm Loan Act of 1916. 

These provisions are in the main sound although it is obvious 
that the security of the national and state bonds is greater than 
is that of the local governments. 

But in addition to the necessity for security and liquidity; 
there is a further desirability that the funds, if possible, should 
be used in such a manner as to mitigate the course of the business 
cycle. 

First, let us consider the criticism which is sometimes ad
vanced against unemployment insurance as a force for mitigating 
business depressions. It is objected that the payments which are 
made directly or indirectly by the workers together with those 
made by the consumers will operate to decrease the purchasing 
power of the masses and to increase the amounts invested in 
productive equipment For the purchase of bonds by the funds, 
it is urged, will release money in the investment market for indus
try itself. This greater expansion of productive power, accom
panied by a reduction in monetary consuming power, will aggra
vate the disparity between the two so that when the .factories 
turn out their greater flow of goods, the fall in prices which will 
be necessary to dispose of them will be greater than it would 
otherwise have been and the depression therefore more severe. 

There is something to this criticism. It should on the other 
;hand be observed that the decreased rate of growth of consump
tion will in itself lessen the demand by producers for capital and 
that this influence will be magnified by the fact that, as J. M. 
aark. has demonstrated, the demand for machinery and capital 
goods is in large part a function of the rate of growth in the 

• See SoctloII I. CIa .... d. 
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demand for consumers' goods and not merely of the total de
mand. There will thus be a counteracting force which will at least 
partially offset the forces which have previously been described. 

This counteracting influence would be still further heightened 
if the insurance system were to convert into cash a portion of 
the contributions paid in during the years of prosperity and then 
impound these sums and "sterilize" them in such a manner that 
they would not get into the reserves of the banks. This cash 
might be stored in the vaults of the state insurance funds them
selves or in those of the various Federal Reserve Banks. In 
either event they would remove from circulation a considerable 
amount of currency which in tum would check in a still more 
inagnified degree the amount of bank deposits which the banks 
could create. For it is well known that upon $1 in cash, the 
banking system can probably create from $8 to $10 in credit. 
A contraction in the supply of currency available for banks 
would therefore lessen in approximately this ratio, the expansion 
possibilities of the banking system. This would serve as a real 
check therefore to the upward movement of prices and profits 
and lessen the speculative over-development which helps to cre
ate and to aggravate the depression which in tum almost in
evitably follows. 

The question as to how large a proportion of the receipts 
should be thus impounded is of course an open ODe. If we assume 
the credit expansion possibilities of the system to be eight times 
the amount of currency, then if one-eighth of the reserves were 
thus "sterilized," the maximum possible stimulation to over
lending would be at the very least neutralized. As a matter of 
fact such a sterilization when added to the slight diminution in 
the demand for consumers' goods and the necessarily greater de
crease in the demand for capital goods would in all probability 
result in a surplus of stabilizing forces. By increasing the pro
portion of the unemployment reserves which would be impounded 
in cash and removed from the credit structure, the stabilizing 
forces would be still further strengthened although it should be 
reaJiud that this would necessarily diminish the amounts of 
interest earned by the funds on their reserves. It can thus be 
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concluded that if the fund is properly administered, the system 
of insurance will actually decrease the expansion of credit during 
the periods of prosperity rather than augment it. It can thus be 
made of aid in helping to check the undue booms of business. 

But its greatest usefulness as a business stabilizer would be 
in the periods of depression. For as we have seen one of the most 
important causes of the depression is the fall in prices, the cumu
lative contraction of credit and the slowing up in the velocity of 
circulation of both money and bank credit. The quantity of 
money and credit offered for goods decreases, therefore, faster 
than the index of production itself, and the inevitable result is a 
fall in prices which creates a further tendency towards a cumu
lative breakdown. 

As we have already pointed out, what is needed at such a time 
is an increase in monetary purchasing power which will build 
up the demand for goods and either arrest the fall in prices or 
start them upward again. This would restore the profit margins 
of business men and give them the incentive to go on. It is here 
that unemployment insurance would help for it could be used 
as one of the instrumentalities by which this additional monetary 
purchasing power which is needed to finance consumption could 
be pumped into circulation. 

That portion of the reserves which had been impounded in 
cash would, when paid out in benefits, constitute a net addition 
to the monetary purchasing power of the consumers and would 
at once build up their effective demand for commodities and 
help check the fall in prices. How to turn the government bonds, 
which would constitute the larger proportion of the reserves, 
into cash for the payment of benefits without harming industry 
would seem at first thought to be an extraordinarily difficult 
problem. For if the bonds were sold upon the securities market, 
the result of this "dumping" would, it is argued, greatly depress 
the price of government securities and generally injure condi
tions. For the insurance funds would on the one hand suffer 
from the fall in security prices and would thus lose a considerable 
fraction of the reserves which they had accumulated. The decline 
in security values would at the same time reduce the assets of 
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savings banks, insurance companies and private investors. On 
such grounds, therefore, the accumulation of a considerable re
serve for unemployment is condemned by those-whose first con
cern is the preservation of the bond market. 

But in practise none of these consequences need follow. For 
the bonds held in reserve by the insurance funds should not and 
need not be sold on the open market. They should rather be used 
as security with which to obtain federal reserve notes which 
would then be paid out as benefits. What should happen would 
be for the insurance funds, as they needed the money, to put up 
with the federal reserve banks the government bonds which they 
held and then to receive in return federal reserve notes equal in 
amount to the face value of the national bonds. These notes 
would then be paid out in benefits with the result that the total 
supply of monetary purchasing power would be increased over 
what it would otherwise be. This would serve in part at least to 
counteract the shrinkage in bank credit and would thus be a 
distinct stabilizing force. 

To make this possible only a slight amendment would be 
needed to the Glass-Steagall Act of 1932 which would give to the 
insurance funds the same privileges which are now possessed by 
the banks of obtaining notes in return for federal bonds. There 
is every reason why this should be granted. By such methods all 
the ~gers of liquidating the bonds can be avoided and the 
system would function as a partial governor of the economic 
system and a builder up of monetary purchasing power at a 
time when that purchasing power is decreasing through the opera

. tion of both our industrial and our banking systems. 
If and when such a policy is adopted, it would of course be 

desirable for the insurance funds to invest their reserves in the 
bonds of the national government rather than in those of the 
state and local governments since only the former could be used 
as security for the note issue. 

9· S1undd the government build flp II ~esenJe f~ _gency 
~elief in the period of depression and, if 10, Iun# should it be 
fllQll(Jgedl-We have emphasired the need in addition to unem
ployment insurance as such for a system of (1) emergency 
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benefits, the cost of which is to be met by government and par
ticularly by the federal government, and which would be de
signed to carry woriers for a time after they have exhausted 
their insurance benefits as such, and (2) a further system of 
poor relief benefits which· would be more adequately financed 
than now and more centraliud and uniform in its administration. 

During a depression of any magnitude, both of these types 
of relief will be needed to supplement the necessarily limited 
type of protection which the insurance system can afford. There 
is grave danger however that the state and national governments 
will not face this necessity until the depression is long under 
way and that they will then try to "muddle" through in the 
thoroughly inadequate and unsatisfactory manner in which they 
have behaved during the present crisis. Moreover if such relief 
is financed out of current taxation it will inevitably constitute 
a heavy burden upon a society whose resources are already de
pleted. It would be desirable, therefore, for the government to 
accumulate during the years of prosperity reserves for depression 
relief in the same fashion that the insurance funds themselves 
should do so. 

It would seem wise, therefore, for the federal government to 
lay a tax upon profits of corporations which are appreciably in 
excess of a 6 per cent return and also to earmark for future 
relief purposes a fraction of the amounts received from the upper 
brackets of the income tax schedules. Appreciable sums would 
thus be raised during the years of prosperity and most of these 
amounts could then be invested in government bonds.·A fraction 
of the total receipts should, however, as in the case of the insur
anee fund, be impounded in the form of cash in order to offset 
any undue increase in the Ilow of funds for the capital market.' 
As the depression developed and the need for emergency benefits 
and outright relief increased, these bonds should also be de
posited with the federal reserve banks which would issue federal 

• The pruportlon of the sums thus taken by the 10-which would other
wiae have been iD1A!OIIed by their ncipients would of to ..... be much _Ie< !baa 
iD the .... of the insurante tontributiolla. The net iDaeaoe Do socioI saviDp would, 
therdore. be .... iD this .... !baa UDder unemployment iDsunnce ibeIf. 
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reserve notes to the proper governmental agency. These in tum 
would be used to finance relief and to build up the monetary 
purchasing power of the consumers and thus to lend a further 
stabilizing force to that which unemployment insurance itself 
makes possible. 

10. What provision should be made /Of' existing private un.. 
employment insurance plans?-As we have pointed out there are 
somewhat under 200,000 workers who are already covered in 
some fashion by the three types of existing unemployment insur
ance plans, namely, those fostered by employers, by trade-unions, 
and by employers and trade-unions jointly. There is no reason 
why these should be blotted out if they provide benefits which 
are approximately equal to those prescnoed by the state law. It 
is recommended, therefore, that this privilege be extended to 
the voluntary plans which are in operation at the time the state 
act is passed. If the groups in question wished to take advantage 
of this they could, but if not, they would come within the state 
act. In the latter case they might either abandon their separate 
system or maintain it as supplementary to that of the state. 

It is nevertheless true that there are extremely few plans 
which at present provide anywhere near as adequate benefits as 
those which have been outlined. If such an act as is recommended 
were to be enacted, it would be necessary, therefore, for nearly 
all of the private plans greatly to raise their standards if they 
were to obtain independence in administration. Thus it would in 
general be necessary for them: (1) to increase the sca1e of bene
fits, (2) to lengthen the period for which the benefits were to be 
paid, (3) to provide a somewhat more adequate method for en
suring that funds would be available for paying benefits during 
periods of depression, (4) to provide democratic control in the 
case of the employer plans, (5) to so increase the groups e1igJole 
for benefits that no more stringent standards for e1igJoility would 
be laid down than those prescn"bed by the states. 

The American Association for Labor Legislation in its origina1 
draft bill, however, not only permitted existing private plans to 
continue but provided that in the future private organizatious 
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which satisfied the main rules of the act in other'respects might 
withdraw from the system and set up plans of their own.s• Such 
a blanket provision as this is unwise since it would permit indus
tries and firms with low seasonal and cyclical-unemployment to 
withdraw from the general fund. They would thus reduce their 
costs at the expense of weakening the collective reserves for the 
collective danger of unemployment. Such a proposal is simply 
another consequence of the belief that individual employers are 
able to control unemployment and that if a firm has a low rate 
of unemployment it is a conclusive proof that the firm by its own 
efforts has effected it, and that in consequence it deserves a re
ward. Instead of viewing unemployment as being broadly rooted 
in the climates, conditions, consuming habits, the tempo of indus
trial change, and the feverish fluctuations of business, it regards 
the existence of unemployment primarily as an evidence of poor 
business management which could be abolished were the indi
vidual managers really determined to do so. 

This view, as we have repeatedly emphasized, fails to plumb 
the real nature of unemployment. To allow individual businesses 
to separate themselves from the general fund would largely pre
vent that full pooling of reserves which we saw was necessary 
if the workers were to be assured of maximum benefits from a 
given rate of assessment. It would be an error, if after preventing 
the idea of separate reserves for each plant from entering the 
unemployment insurance system by the front door, we were then 
to permit it to enter surreptitiously from the rear. 

n. Methods oj coUecling c01llriblllWftS.-There are funda
mentally two different methods of making the contributions re
quired and the type of forms to be used in claiming the unem
ployment benefits and much of the administrative procedure to 
be followed will largely depend upon which of these is adopted. 
These two ways of collection are: 

(I) The method of the so-called "stamp book." This is the 
one which has been widely adopted in Europe. Under it, the 
employer alIixes each week, in a separate.book for each worker, 

.. Sec:tioa I' of their orisiDa1 hill. 
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stamps representing both his own and the worker's contributions. 
These stamps are then marked with the date of payment. This 
book is in the possession of the employer as long as the worker 
is employed by him. When the latter becomes unemployed he 
takes it to the nearest public employment office where he deposits 
it. This at once serves as evidence that he is unemployed and at 
the same time furnishes the employment and insurance office with 
data on the number of weeks during the current year for which 
the worker was unemployed and the number during which con
tributions were paid. A central record office for the state will in 
tum have the unemployment books of each worker for all of the 
preceding years and can, therefore, furnish information as to how 
many weeks he has paid contributions for in the past, and under 
the 1 to 3 rule, for how many additional weeks he is entitled to 
claim benefits. 

(2) The other method is to have the employer send to the 
central office a weekly statement which will list the names of 
each of the workers in the various wage categories and the tota1 
paid out in wages and saJaries to those who came under the act. 
Accompanying this should of course be a check equal to the total 
contributions due from both the employer and the workers. The 
employer would then deduct from the weekly pay of each worker 
the amount of his specific contribution. 
Und~ this method when the worker lost his job, the employer 

would sign a slip indicating for how long he had been employed 
and for what reason he had been dropped. The worker would 
present this when he appeared at the employment office to file 
claim for his unemployment benefit and to seek further employ
ment. The collection of such slips would then furnish the insur
ance office with the necessary information as to the length of 
time worked and the weeks for which contributions were paid. 
A further check on these would also be furnished by the periodi
cal reports made by the employers. 

The strong points of the method of using the stamp books are 
fairly obvious. It is a fairly simple way of combining the collec
tion of contributions with the automatic recording of the workers 
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employment record. The main arguments which can be used 
against it, and in favor of the lump contributions, are as follows: 

(I) That the method of stamp books would entail too much 
labor on the part of the employers. It is urged that it would be 
a considerable bother for the employers to affix stamps weekly 
in the books of each of their workers. The computation of the 
total paid out in wages and salaries to the eligible workers would 
on the contrary be very easily obtained as an inevitable by
product of the process of paying the workers, and the making 
out of a weekly check for the proper percentage of this total 
would be a simple matter. It should be remembered, however, 
that since a worker would remain throughout an insurance year 
in the same insurance category, the same book would last an 
insured person for a year. There would be no changing of books 
within the year. The difficulty of affixing such stamps should not 
be great. Even at the comparatively slow rate of six to the min
ute, this would mean 360 to the hour. The stamp work for a 
plant of 1200 could, therefore, be taken care of with a half-day's 
work per week, while the maximum cost per worker would prob
ably not exceed one-sixth of a cent a week. 

Furthermore it would be quite possible to permit an alternative 
method of affixing the stamps which would still further reduce 
the effort on the part of the employers. At the request of em
ployers with more than 250 or 500 workers; the stamp books 
might be lodged with the local insurance offices. The employers 
could in these cases then send weekly checks for the total con
tributions on behalf of their workers and the insUrance offices 
could then affix the stamps directly. 

(2) It is claimed that the American workers would strenu
ously object to the use of the books because of the necessity for 
carrying them from the employer's shop to the insurance offices 
and even more from a general feeling that they could be used to 
build up an official espionage record about each man which might 
then be used against him. 

This objection would seem, however, to be greatly exaggerated. 
The present depression should have impressed the vast majority 
of the American workers with the great losses which they have 
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suffered as a result of unemployment. They should not and 
commonly will not begrudge the very slight effort of taking the 
book to the insurance office. Certaiuly in any event they would 
have to present some evidence of prior employment and the rea
sons for the loss of their former position. The book will, there
fore, cause them no more trouble than any other method. 

What the workers really fear, however, is that with their 
records in a central collection it may be possible to blacklist 
them effectively. They tend, therefore, to shrink away from hav
ing any centralized place where their names and a continuous 
record of their industrial experience are contained. These fears 
can and need to be assuaged by giving the representatives of 
the workers an equal share in the administration of the system. 
This equality in control should reassure the workers and make 
them feel that they will be protected from the danger of having 
the records abused. Records will have to be kept in any case, 
but joint control is necessary to remove the fear of discrimi
nation. 

(3) A third objection which is advanced is that the adminis
tration of the system of stamp books would be unduly compli
cated where the workers are divided into a number of different 
classes with differing rates of contributions for each. There 
would have to be as many kinds of books as there were wage 
categories and every plant would have at least a majority of 
these groups among its number. Most plants would perhaps have 
all of the classes. This, it is urged, would make the task of 
affixing the stamps unduly cumbersome. But this is clearly not 
the case. The books for the various categories can be given a 
distinctive color and marking. Those for each group can be filed 
separately with the workers listed alphabetically under each. 
Since those within the same category will have the same stamp 
affixed, the existence of a number of categories will occasion 
little or no added effort. The British system, as a matter of fact, 
while not classifying the insured upon the basis of wages, does 
classify them according to sex and age and it has indeed DO 

fewer than six separate classes of contributors each of which 



INSURANCE AND ADMINISTRATION 187 

pays a different contribution." Tbe British employers have, there
fore, in proportion approximately as· much work to perform as 
would the American and little or no serious complaint has been 
made by them about any onerousness in affixing the stamps. 

(4) A final argument which is sometimes adduced is ·that the 
frequency with which many workers change their names and 
the noms de plumes which are very often assigned to foreigners 
and negroes by their foremen will make it impossible to operate 
the system of stamp books. These changes and inaccuracies will 
beyond question make the task of administration, particularly of 
the permanent record offices, very much more difficult here than 
it is abroad. But these difficulties will be encountered whatever 
may be the particular method of collecting the contributions 
which may be used. For even if the stamp book is not used, 
it will still be necessary to find out for how many weeks the 
worker had previously been employed and for how many weeks 
he had paid benefits. The use of the book would, therefore, cre
ate no new troubles on this score. 

As a matter of fact the introduction of unemployment insur
ance will probably tend, as a minor by-product, to lessen the 
readiness with which many workmen assume a different name. 
By building up equities which will be attached to a given name, 
a worker will be encouraged to retain it. This will be in itself a 
distinct gain. 

From all of these considerations it would seem on the whole 
best, if joint administration is provided, to use the stamp book 
as the method of collecting the contributions. It is by all odds 
the simplest and best method, and if it is properly explained any 
legitimate popular opposition should be removed. There will, 
however. be one difficulty in this connection which European 
countries would not experience. There the countries which bave 

• Th .... classes and their contributioDs in pence are: 
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enacted the system are, with the exception of Switzerland, na.
tional rather than federal in their political structure. The na
tional governments which have passed the laws have, therefore, 
also had control over the post-office. It has been possible, in 
consequence, for some of them to use the latter as the sales 
agency for the unemployment and health insurance stamps.' 
The large number of post offices in Great Britain, for example, 
has made it a comparatively easy matter for the employers to 
buy the requisite quantity of stamps. By this method of collec
tion also many of the problems of financial administration are 
lifted from the shoulders of the unemployment insurance au
thorities and an independent check-up on the receipts of the 
system is provided. 

Since it must be the states which will in the main pass such 
laws in this country, this power of utilizing the post offices may 
not be open to them. It would indeed be highly desirable for the 
federal government to enlist the post offices in the aid of the 
insurance funds but if this is not done the sale of the stamps 
will have to take place through the local employment and insur
ance offices and through the ce!ltral office of the commission or 
corporation itself. 

12. Procedure in handling claims.-The worker who has lost 
his job will present himself at the nearest employment office and 
there lodge his book. At the same time he should present a cer
tificate from his last employer certifying to the separation and 
stating whether it was a Iay-off, a discharge for cause, or a 
voluntary separation. This statement can in tum be followed up 
to verify its accuracy by either a telephone message or a return 
postcard. The claim of the worker for benefit should then be sent 
to the central record office for the state which will go over the 
record of the claimant as shown by weeks of past contn'butions, 
weeks of benefit received, etc. This office will then report back 
to the local office if the worker is entitled to benefit and if so, for 
bow long. In the meantime the worker will be signing the reg
ister at least three times weekly. If his claim is approved, then 
payment will start after an initial two weeks waiting period. 

• 'llIe GermaD 0)'IIaD doe DOt ... IIampI, however. 
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This will mean that the unemployed will in these cases receive 
their first payment three weeks after they have filed claim. 

If the employer states that the worker was discharged for 
cause or left voluntarily without just 'cause, tlIe worker shall be 
disqualified for benefit unless he appeals. If he does so, then the 
local insurance officer will pass on the case. If his decision is 
also unfavorable, the worker may appeal to the local judicial 
committee. Both the decisions of the insurance officer and that 
of the local judicial committee should be rendered within the 
two weeks waiting period. Within that time also the information 
from the central record office should come to the local office. The 
work at Kew, the corresponding English office,· has been so sys
tematized and placed on such a high level of efficiency that it 
seldom takes more than two or three days for the inquiries to 
travel by mail from the local office to Kew and for the necessary 
information to be then received. Telephonic inquiry by the local 
offices to Kew generally indeed brings an answer in a very few 
minutes. 

If a worker, an employer, or an insurance official wishes to 
take an appeal to the judicial commission for the state, he may 
of course do so. Pending the decisions of this b!>dy, the rights of 
the claimant shall be those approved by the local judicial com
mittee. If the claim has been allowed, then the worker would 
receive benefits during this interregnum. If, on the other hand, 
it had been rejected by the lower committee no benefits would 
be paid until the state judicial authority rendered its decision. 
If the ruling of the lower body is reversed, then payment should 
be made retroactively where the decision goes in favor of the 
unemployed worker, while he should be asked ultimately to repay 
any sums received on claims which are finally disallowed. There 
will undoubtedly be some losses in this latter connection, but it 
would seem preferable to experience them rather than to tie up 
all benefits to the claimant after the lower body had given its 
decision because an appeal had been filed. 

13. S_ administrative fIIggeslwfIS.-It would be both un-

'ICe.. it sbould be ..... embeftd bandies the records for all of Gnst BritaiD. 
The stniD upoIl the mltnl oIIice ill aD)' American !late would be mudo loa. 
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profitable and unduly tedious to outline many of the administra
tive procedures which should be set up to facilitate the work and 
to guard against fraud. The detailed instructions, for example, 
of the British Ministry of Labour on these points fill many vol
umes." But perhaps a few suggestions may clear up some of the 
difficulties involved. 

(I) The work of signing the register and of paying benefits 
can best be routinized if definite periods are assigned for various 
sub-divisions of the unemployed. Thus if Friday is selected as 
the paying-off day for a week which ended on Wednesday, then 
the workers could be divided into two approximately equal 
classes, one of which would sign the register on Mondays and 
Fridays and the other on Tuesdays and Thursdays. Since they 
would alI automatically sign the register on Friday, this would 
give the necessary three days during the week. Within each of 
these days, in tum, the workers should be divided into sub
groups and assigned a definite half-hour or hour during which 
they should appear. The basis for this sub-division might either 
be alphabetical, according to industrial classification, or accord
ing to numbers assigned. Individual workers should moreover be 
given specific numbers so that they will have a definite place 
within each sub-group and hence also a definite position in the 
lines which present themselves for benefit. 

The assignment of definite hours will serve to distribute the 
burden,of work fairly evenly over the day and week and coinci
dentally will save the unemployed much time which otherwise 
would be lost through standing in lines. 

(2) The weekly list of benefits should be made up in ad
vance'" on sheets corresponding to the numbers assigned specific 
workmen. Each pay clerk should be given a quantity of money 
equal to the totals called for on the sheets which he is to handle. 
The clerk who pays out money on a specific set of sheets should 

• See the wry valuable Rries of haDdboob pr_mI by the Britioll Mmiltry of 
Labour OD the odmiDiotrative featara of Britisb uaemp/oymellt iDIunDce. U I. 
Cotk 5. Sectioao A to S . 

• H the iDsunDce week ends 011 W_y aDd the paymouts are made 011 

Friday, thea Tbunday may be _ to the maIr.iDg up of .--. togdber 
with that port of W_y left af .... opeciDc groupa baveligDed the rqista. 



INSURANCE AND ADMINISTRATION I9I 

not be the same as the one who makes up that set. Ea$ un
employed worker who presents himself should of course sign a 
receipt which will be attached to the weekly slip for that par
ticular worker and this signature should be compared by the 
paying clerk with that for preceding days in the same week. 
The paying clerks would then turn back the sheets from which 
payments were made and these would be compared with the total 
of receipts acknowledged. They would of course refund any 
surplus. By these means a check will be provided within the 
office on the work of each clerk. 

(3) Each of the pay sheets, together with the corresponding 
receipts, should be made into a bundle and with its fellows be 
sent by each office to the central office for the state. This central 
office will then tabulate the receipts and see whether they cor
respond with the totals on the sheets. In this way the work of 
each office will be checked. 

(4) The central record office for each statell should not only 
keep the records of individual insured workmen but also the 
experience record for individual employers and for separate in
dustries. Periodical reports, preferably weekly or at the least 
monthly, should be made by each employer which will give the 
number of eligible workers on the payroll each week and the 
total amount paid out in wages and salaries to them. From these 
statistics it will be possible to compute the total number of man
weeks of employment, given by a particular industry or firm. 
The number of man-weeks of benefit, together with the total 
amount in dollars which were paid to those ·last employed by 
these specific firms and industries can be tabulated from the 
individual record sheets. The ratio of unemployment· to employ
ment and of the total amount paid out in benefits to the total 
amount paid out in wages and salaries can then be computed 
either annually or biennially. From the comparative ratios for 
the various companies and industries it will then be possible to 
work out the relative insurance premiums which the respective 
employers should pay. In preparing these ratios, due considera-

.. tJlt1matoly It Is to be desind that thcIe ohou1d be OlIO roconI oIIice (or a 
_ of states. 
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tion should, however, be given to the fact that the metal trades 
and the industries producing capital goods will probably show 
a low volume of unemployment during the boom years of the 
business cycle. In fixing their rates of contribution, therefore, it 
should always be home in mind that the ensuing period of busi
ness depression will in all probability hit these industries with 
especial severity. 

(5) From the above discussion it is apparent that it will be 
necessary to work out two sets of classifications: 

(a) A list of occupations with proper code numbers. This will 
of necessity be on a craft basis. It should, however, be so ar
ranged that the consecutive listing of the various crafts will so 
far as possible follow industrial divisions. The code sequence can 
then be used to assign places in the registration lines if this is 
preferred, as it probably will be, to the alphabetical method of 
listing. It will of course also be used most of all in placement 
work, since it will put in the hands of the employment officials 
the information they need in order to fill the requests for workers 
which are placed with them.d 

(b) A classification of industries for the purpose of fixing 
premium rates and encouraging stabilization work by employers. 
The classification of the Censuses of Manufactures, of Distribu
tion, and of the Electrical Industries will be of great help here. 

14. Penalties.-In order to be truly effective, the act should 
have teeth in it to punish violators. Thus employers who neglect 
to purchase and affix stamps for their contn"butions and for those 
of their employees should be liable to a fine of at least $50 and 
which might be as high as $1000 for each offense. There should 
also be a penalty attached to the failure to make a statistical 
report on the number employed and the total paid out in wages 
and saIaries to the eligible workers. 

Workers who defraud tlre fund by claiming benefits when they 
are not unemployed, and who practise any type of fraud in 
making application or receiving benefit should be liable to a jail 
sentence and such acts should, therefore be made felonies . 

.. s.e the 'IUks t1/ o_,.u- prepand by the Britisb MiDi!Jtry of Labour. 
(E.D. 526), 145 ... for the type of '""" __ .... be doDo ill this dinctioD. 



NOTE 

IS UNEMPLOYMENT INSURANCE CONSTITUTIONAL? 

Any unemployment insurance act will in all probability be at
tacked by employers as unconstitutional on the ground that it 
violates the provisions of the Fourteenth Amendment that life, 
liberty and property shall not be taken without "due process of 
law"" It will be argued that by assessing employers for unem
ployment, property is taken from them for losses which they 
have not caused and which they are largely powerless to prevent. 
This objection will be heightened if a central fund is established 
instead of separate company reserves. For it will then. be urged 
that the contributions of each employer will be merged in a 
unified fund and used in part to pay benefits to workers em
ployed in other concerns. The contributions of the workers will 
also be attacked on the ground that they too will lose their iden
tity and be used to pay for general unemployment and not merely 
for the unemployment of the particular contributor. 

All such action, it is urged, should be voluntary and not com
pulsory and that when the state makes it mimdatory, it is a 
seizure of private property which is un.constitutional. 

It is, however, an admitted principle of constitutional law that 
the due process clause is not a sufficient reason for outlawing 
legislation which in the opinion of reasonable persons is adjudged 
desirable as a means of protecting the public health, safety wel
fare, and morals. In a word, a state in order to protect these 
admittedly more fundamental purposes may impose certain limits 
under its "police power''' upon the so-called "rights" of property. 
It must be proved however that there is a legitimate connection 
between the acts of the legislature and its tacit or ezplicit pur-

l For aD ablo ... vlew of this principle. _ the learned and moolUDOlllal _ 
of my frieDd and co\1eque. RodDoy L Mott 00 0... Pr_ 0/ LA. (19.6) • 

• See Erllll Fftund's duoit _lise OD TN " .. ,,_ (1904) for a fuD aaaIy
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pose. In the past the Supreme Court has generally held that this 
connection must be demonstrated to its satisfaction or to at least 
that of the majority of the court, although a minority, led by 
Ex-Justice Holmes, has maintained that it is not necessary for 
the court itself to believe that such would be the consequences 
but merely whether the legislature could be reasonably assumed 
to have believed that such a connection existed. 

This principle has been quite explicitly stated in a number of 
cases. Thus in a leading decision on a compulsory workmen's 
compensation law of Washington, the court ruled: 

We are cJear\y of the opinion that a state, in the eurcise of its power to 
pass such legislation as reasonably is deemed to be uecessary to promote the 
health, ssfety, and geueml welfare of its people, may regulate the carrying 
on of industrial occupations that frequently and inevitably pmduce penonsI 
injuries and disability, with CIOII8eqIICIlt \oos of earning power, among the men 
and women employed, • • • • and may require that these human Ioues ahaI1 
be charged against the industry either directly • • • • or by publicly admin
istering the rompensation and distributing the IXJ9t among the industries 
aHected by means of a reasonable system of occupation tues.' 

The Supreme Court has moreover clearly pointed out that 
workmen's compensation aimed to make industry as a whole 
make some financial provision for the inevitable losses occasioned 
by employment instead of ignoring those losses and compelling 
the public to meet it. Thus even so conservative a jurist as Ex
Justice Pitney in his guiding opinion in the Arizona cases swept 
aside the due process argument by declaring' that under it 

the ultimate rontention is that men have an indefeasible right to employ their 
fellow men to work nnder amditioDs wheIe, as aD parties bow, from time to 
rime IIOIIIe of the workmen inevitably wiD be killed or injuIed, but wheIe DO

body knows or can bow in advance which partkuIar man or how many wiD 
be the victims, or how serious wiD be the injnries, and heDce DO adequate c0m

pensation can be indnded in the ~; and to employ them thus with the 
legitimate object of making a profit above their ~ if aD ,... weD, but 
with immunity from partkuIar .... if things go badly with the worIuneD 
tInough DO fauJt of their own, and they suffer physical injnry or death in the 
CIOIII!ie of their employment. 

·11_ Tu.ber CD. v. W ... iixrt .... 24J U.s. 219. See aIoo N_ For" C_'" 
... 1NIIl C_~ Y. Wiik, 24J U.s. III, ..... B_iixI Y. BkUJ" 24J U.s. ,,0. 
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From these decisions, it would seem apparent that if it could 
be demonstrated to the satisfaction of the courts that unemploy
ment is an inevitable risk of industry and that its costs are now 
either passed on to the public 01' allowed to resJ on those unfortu
nates who are thrown out of work-, and if the proposed measure 
were reasonably designed better to distribute these risks upon 
industry and society, then the act would be declared constitutional 
by the courts. Since such are but the sober facts, it is difficult to 
see how the courts could do otherwise than to uphold the consti
tutionality of unemployment insurance. 

The contention that it is unconstitutional to merge the con
tributions by one employer into a fund from which payments are 
made to employees of other concerns seems moreover to be re
futed by the decision of the Supreme Court in the case of the 
Oklahoma guarantee of bank deposits. Ex-Justice Holmes in 
handing down the opinion of the court ruled that:· 

It may be said in a general way that the police power extends to all the great 
public needs. It may be put forth in aid of what is sanctioned by usage, or held 
by the prevailing morality or strong and preponderant opinion to be greatly 
and immediately necessary to the public welfare. Among matters of that sort 
probably few would doubt that both usage and preponderant opininn give 
their sanction to enforcing the primary conditions of successful. commerce. 
One of these conditions at the present time is the pCISSl'bility of payment by 
checks drawn &&sinst bank deposits, to such an ment do checks replace c:ur
rency in daily business. If, then, the legislature of the state thinks that the 
public welfare requires the measure under consideration, analogy and prin
ciple are in favor of the power to enact it. Even the primary object of the 
required assessment is not a private benefit • • • • but it is to make the c:ur
rency of checks secure, and by the same stroke to make safe the almost com
pulsory resort of depositcml to banks as the only available means for keeping 
money on hand. 

It should be noted moreover that such an assessment for the 
guarantee of bank deposits is far more stringent in this direction 
than contributions for unemployment insurance. For some at 
least of the unemployment insurance contributions of a relatively 
stable firm will go to pay benefits to its own employees while an 
of the contributions of banks which remain solvent will go to 

• Noblo sw. .... Y. BasW. 1'9 U.s. ..... 
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the depositors of banks which become insolvent. If such a law as 
that could, therefore, be held constitutional, there would seem to 
be no real ground for denying constitutionality on this score to 
unemployment insurance. 

This presumption is moreover strengthened by the attitude of 
the courts in declaring constitutional laws which have required 
the owners of dogs to pay given amounts into a central fund out 
of which in turn damages have been paid to the owners of do
mestic animals which have been killed by dogs. As Professor 
Joseph P.· Chamberlain succinctly points out" these acts have 
been held constitutional "although the money was paid indis
criminately by the owners of dogs with no regard to the care 
which the owner used in watching his dog or the probability that 
the dog was of a breed which would be apt to worry domestic 
animals. The Pekingese and the Police dog pay an equal tax. 
The money once paid into the fund loses its identity, and dam
ages are recoverable from the fund without proving what dog 
has occasioned the injury. Neither the fault of the dog owner 
nor any advantage to him as an individual is taken into con
sideration, but as a member of a class directly related to the loss 
caused, he is obliged to make his regular payment into the fund 

.' from which losses are compensated." 
If contributions from the employers are held valid, as from 

the tenor of judicial decisions, it would seem logical that they 
should be, we would expect that contributions by the workers 
would liIso be approved. The workmen's compensation law of 
Oregon, as a matter of fact, provides for such contn'butions by 
the workers towards compensating for the financial losses of in
dusirlaI accidents and the constitutionality of that law has not 
been denied. There is small likelihood therefore that the law 
would be held unconstitutional on this score. 

Finally, the benefits proposed are most certainly not excessive 
or unreasonable so that on this account also such an act should 
be able successfully to run the judicial gauntlet. 

In order to make the purposes of the legislature clear, how-

• PrDUedirop ", lire C",.ler...a ",. u_~ """ 01. ,_ , ..... 
lrivl Probte.. (AIhoDy. N. Y. J.......,. '3-25. 1931). p. 94. 
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ever, it would be advisable for each act to state in a declaration 
of policy, such as that in the Wisconsin act and the Ohio bill, 
the precise reasons why the legislature deemed it important from 
the standpoints of health, safety, morals and welfare that .such 
an act should be passed. 
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APPENDIX A 

THE WISCONSIN UNEMPLOYMENT 
COMPENSATION ACT OF I9JI 

CHAPTER '0, LAWS OF SPECIAL SESSION 1931 

SECTION I. LEGISLATIVE INTENT. (I) The legislature intends through 
this act to make it certain that by July I, 1933, at least a majority of the 
employes of this state will enjoy the protection of fair and adequate systems of 
unemployment compensation. The largest organization of employers in the 
state having declared it to be the intention of its members voluntarily to 
establish unemployment fund systems, it is the intent of the legislature to 
give employers a fair opportunity to bring about the purposes of this act 
without legal compuision. If by June I, 1933, the employers of not less than 
one hundred seventy-five thousand employes have voluntarily established plans 
which comply with the standards prescribed in section IoS.I5 of this act, then 
the compulsory system provided fur in section • sha11 not take effect; other
wise, it sha11 take effect July I, 1933. Should this provision fur any reason be 
held invalid it is the intent of the legislature that the compulsory plan sha11 
take effect July I, 1933. 

SECTION •• A new chapter and a new section are added to the statutes to 
read: 

CHAPTERIc8 

UNEMPLOYMENT RESERVES AND COMPENSATION 

IoS.OI PUBUC POUCY DECLARATION. As a guide to the interpreta
tion and application of this chapter the public policy of this state is declared 
as f01lows: 

(I) Unemployment in Wisconsin has bec:ome an wgent public problem, 
gravely afiectiog the. health, mora1s and welfare of the people of this .tate. 
The burden of irregular empioyInent now faUs dimctIy and with erushing force 
on the unemployed worker and his family, and results abo in an esar<live 
drain on agencies fur private charity and for public relief. The deaeased and 
irregular purchasing power of wage earners in tum vitaDy afiects the 1ive1i
bond of fanners, merchants and manufacturers, results in a deaeased demand 
fur their products, and thus tends partiaI1y to para1yze the eamomic life of 
the entire state. In good times and in bad times unemplDyment is a heavy 
-=ial aJSt, now paid mainly by wage earners. Industrial and busin<sa units ill 
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Wisconsin should pay at least a part of this social cost, caused by their own 
irregular operations. To assure somewhat steadier work and wages to its own 
employes, a company can reasonably be required to build up a limited reserve 
for unemployment, and out of this to pay unemployment benefits to its work
ers, based on their wages and lengths of service. 

(.) The economic burdens resulting from unemployment should not only 
be shared more fairly, but should also be -decreased and prevented as far as 
possible. A sound system of unemployment reserves, contributions and bene
lits should induce and reward steady operations by each employer, since he 
is in a better position than any other agency to share in and to reduce the 
social costs of his own irregular employment. Employers and employes through
out the state should cooperate, in advisory committees under government 
upervision, to promote and encourage the steadiest possible employment • 
• more adequate system of free public employment offices should be provided, 
,t the expense of employers, to place workers more efficiently and to shorten 
he periods between jobs. Education and retraining of workers during their 
lIlemployment should be encouraged. Governments! construction providing 
mergency relief through work and wages should be stimulated. 

(J) A gradual and constructive solution of the unemployment problem 
long these lines has become an imperative public need. 

roS.o. DEFINITIONS. As used in this chapter: 
(a) CI Commission" shall mean the industrial commission. 
(b) "Workmen's compensation act" shall mean sections rO'.or to 10'.35. 
(c) "Employe", except where the context clearly shows otherwise, shall 

nean any person who is employed by an employer and in an employment 
iubject to this chapter, or who has been so employed within the last siJ: months; 
)rovided, that an independent contractor shall be deemed an "employer", 
LIld that all persons employed by subcontractors under him shall be deemed 
lis "employes" for the purposes of this chapter. 

(d) "Employer", except where the context clearly shows otherwise, shall 
nean any person, partnership, association, co!pOration (or legal representative 
If a deceased person, or a receiver or trustee of a person, partnership, associ&
don or co!pOration), including this .tate and any municipal co!pOration or 
)tLer political subdivision thereof, who or whose predecessor in interest bas 
tor four months or more within the preceding cslendar year emPloyed ten or 
more persons in employments subject to this chapter. There shall be included 
in such calculation all persons thus employed by the employer throughout 
the entire state, and all of the several places of employment maintained within 
Wisconsin by the employer shall be treated as a single "employer" for the 
purposes of this chapter; provided, moreover, that where any employer, either 
directly or through • holding company or otherwise, bas • majority control 
or ownership of otherwise separate business enterprises employing persons in 
Wisconsin, all such enterprises shall be treated as a single "employer" for the 
purposes of this chapter. 
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(e) An "employment," except where the contezt shows otherwise, shall 
mean any employment, during any week, in which aU or the greater part of 
the penon's work is pedormed within Wisconsin, under any contract of hire, 
express or implied, oral or written, including aU contracta entered into by 
helpers and assistants of employes, whether paid by employer or employe, if 
employed with the knowledge actual or constructive of the employer; ezcept 
that for the purposes of this chapter an "employment" shall not include: 

J. Employment as a farm laborer; 
•• Employment in the personal or domestic service of an employer at hi. 

home; • 
3. Employment on a governmental unemployment relief project, approved 

as such by the commission; 
4- Employment 8& an elected or appointed public officer; 
s. Employment by a governmental unit on an annual aalsry basis; 
6. Employment as a teacher in a private or public school, coDege or unl

versity for the reguIaJ term for which such school, college or university is in 
session; 

7. Employment of a penon who is unable or unwilling to work normal full 
time and who, before accepting a part-time job, has registered at his district 
public employment office as a "part-time worker", in such written form as 
the commission may prescribe; provided, however, that for the purposes of 
this chapter no penon shall be treated as a "part-time worker" who custom
arily worb half or more than half the full-time hours per week which prevail 
in such establishment for full-time employes. 

8. Employment by railroads engaged in interstate transportation and em
ployment in Ioggiug operations. 

(I) An employe's "weeks of employment" by an employer shall mean aU 
those weeks during each of which the employe has pedormed aoy services at 
aD for the employer. 

(g) "B~ts" shall mean the money allowance payable to an employe as 
compensation for his wage 10sses due to unemployment as provided in this 
chapter. 

(b) "Wages" shall mean what is customarily meant by the term, ezcept 
that it shall include bonuses and the reasonable value of board, rent, housing, 
lodging, or simiIar advantage rea.ived from the employer. 

(i) An employer's "full-time hours per week" shall be determined for each 
genera1 dass of his employes (classifying together aD those 1lSU8Dy employed 
on substantially the same schedule of weekly hours). The commksiml shall 
C2lcn1ate an employer's full-time hours per week, applicable to aD his employes 
of the given class, by avenging the weekly hours worked by the majority of 
sw:h employes for each week during the preceding coJendar year in which such 
prevailing hours were forty or more; provided that, in cases where it finds that 
the above method C8JIDOt reasonably and fairly be applied, the awnmjeajoo 

may adopt sw:h other ClOIIlpaIabIe method or methods of determining an em-
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ployer's full-time hours per week as it deems reasonable and suitable under 
this chapter. 

G) An employe's "average weekly wage" shall mesn the weekly earnings 
such employe would average from the particular employer if employed that 
number of full-time hours per week of such employer which is applicable to 
such employe. According\yeach employe's "average weekly wage" shall be 
calculated by multiplying such applicable full-time hours per week by the 
employe's average earnings per hour from: such employer. Each employe's 
earnings per hour (averaged for one hundred or more hours of employment, 
so far as possible) shal1 for this purpose be calculated at such times and in 
such manner and in accordance with such suitable rules as the cx>mmjssion 
may prescribe with a view to determining benefits under this chapter. 

(k) "Fund" shal1 mesn the unemployment reserve fund established in seo
tion loS.16. 

(I) "Employer's account" shaU mesn the separate unemployment reserve 
account of an employer with the above fund. 

(m) "Reserve per employe" shal1 refer to the status of an employer's 
account at the beginning of a calendar month. It shal1 be calculated by divid
ing the net amount such employer's account then has (or would have if aU 
contributions due under this chapter bad been paid) by the muimum num
ber of employes subject to this chapter employed by such employer in any week 
during the prececliug liz months. 

(n) to Administration fund" shal1 mesn the fund established in section loS.OO. 

loS.OJ PAYMENT OF BENEFITS. (I) Benefits shal1 be paid by the 
commiuit)Jl to each unemployed employe from his employer's account in the 
fund under the conditions and in the amounts stated in this chapter; except 
that employers exempted under subsection (0) of section loS.IS shal1 pay 
benefits directly to their unemployed employes under the conditions and in 
the amounts stated in the plan approved by the commi .. ion as the basis for 
the exemption. 

(.) No benefits shal1 become payable from any employer's account, nor 
shal1 any employer's benefit liability begin to accrue under section loS.06, 
until one year after he has begun to make the xeguIar and amtinuing amtnon
tions required of him under this chapter, except as otherwise provided in sub
section (5) of section loS. IS and subsection (8) of section loS.16; provided, 
that at the end of such year period each employer's benefit liability shal1 begin 
to accrue and benefits shall accordingly become payable from his account. 

u) The commission shal1 determine or approve the time and method of 
payment of benefits. 

108.04 EUGIBILlTY FOR BENEFITS. (I) No employe shall be deemed 
eligible for benefits for partial or total unemployment unleso be gives the 
IlOtilication of such unemployment required under suhsoctioD (1) of aectioD 
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108.08, or unIess such notification is waived by the commission in aamdance 
with such section. 

(.) No employe shall be deemed eligible for benefits on account of either 
partial or total unemployment during any calendar week unIess such employe 
was physically able to work and available for work whenever with due notice 
called on by his employer to report for work. Nor shall any employe be deemed 
eligible for benefits for total unemployment for any calendar week in which he 
has suitable employment, as defined in subsection (6) of this section; provided, 
that nothing in this section shall render an employe ineligible for total un
employment benefits for any calendar week on the ground that such employe 
is employed on a governmental unemployment relief project under section 
108,'5· 

(;j) An employe shall be deemed partially unemployed in any calendar 
week, and shall at once be e\iglble for benefits for ouch partial unemployment, 
whenever his week's wages are leas than the amount of weekly benefit to which 
be would be entitled under this Bmpter if totally unemployed. 

(4) An employe shall be deemed totally unemployed in any calendar week 
when he performs no services whatsoever for his current employer during such 
weer. An employe thua unemployed shall be e\iglble for benefits for total un
employment for each week of total unemployment occurring subsequent to a 
waitiog period of two such weeks. No benefit shall be or become payable for 
this required waitiog period, but not more than two such weeks of waitiog 
period per employer shall be required of any employe in any twelve months 
in order to establish his eligibility for total unemployment benefits under this 
section. The commission may approve, in an approved voluntary unemploy
ment benefit p\an, such \onger or shorter waitiog period as will comply with 
the requirements of .ubsectiou (.) of section xo8.15. 

(s) An employe shall not be deemed eligible for any benefits for total un
employment based on his past weeks of employment, and no such benefits 
shall be payable to the employe, under any of the following conditions: 

(a) If he has lost his employment through miacoodw:t; 
(b) If he has left his employment voluntarily without good cauae attnbut

able to the employer; 
(e) During any period for which he has left and is out of employment be

cauae of a trade dispute .till in active progrea in the establishment in which 
be wasemp\oyed; 

(d) For any period during which he is out of employment becauae of an 
act of God a1I'ectiog his pu of employment; 

(e) If he has roceived in wages fifteen hundred dollan or more during the 
twelve months preceding the date on which he became totally unemployed; 

(f) If he is cmIinariIy self-employed, but has been temporarily (for not 
more than five months) employed in an employment IlUbject to this chaPter 
and can, at the termi""tion of such temporaIy employment, ressonabIy re
turn to his self-employment; 
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(g) If he attended a school, college or university in the last preceding school 
term, and has been employed by his employer only during the customary 
summer vacation of schools, co11eges and universities. 

(6) A claimant IIhall no longer be eligible for total unemployment benefits 
and the liability of his past employers to pay him sucb.. benefits based on his 
past employment ahall cease for any period after he has without good cause 
refused to accept suitable employment when offered to him, or has failed to 
apply for suitable employment when notified by the district public employ
ment office. Suitable employment IIhall mean either employment in his usual 
employment or other employment for which he is reasonably fitted, regardless 
of whether it is subject to this chapter; provided such employment is in the 
vicinity of his residence or last employment, and gives him wages at least 
equal to his weekly benefit for total unemployment or provides him work 
for at least half the number of hours normally worked !IS full time in such 
occupation or estab1ishment; and provided, further, that whenever in any 
specific case the commission finds that it is impracticable to apply any of the 
foregoing standards, the commission may apply any standard reasonably cal
culated to determine wbat is suitable employment. 

(7) Nothing in this section IIhall require an employe to accept employ
ment; nor shall any employe forfeit his right to benefits by refusing to accept 
employment under either or both of the following conditions: 

(a) In a situation vacant in consequence of a stoppage of work due to a 
trade dispute; 

(b) If the wages, hours and conditions offered be not those prevailing for 
simi1ar work in the locality or are such as tend to depress wages and working 
conditions. 

(8) No employe IIhall be deemed eligible to receive benefits under this 
chapter on account of any period of partial or total unemployment un1ess such 
employe has been a resident of Wisconsin for the two years preceding the 
beginning of such period of unemployment or has been gainfully employed in 
the state for forty weeks within such two-year period; provided, that an em
ploye's ineligibility under this subsection IIhall modify his employer's benefit 
liability only as specifically provided in subsection (5) of section 108.06. 

108.05 AMOUNT OF BENEFITS. (1) Each e1igible employe-shall be paid 
benefits for total unemployment at a rate of ten dollars a week or fifty per cent 
of his average week1y wage, whichever is lower; euept that when fifty per 
cent of such wage is less than five dollars a benefit of five dollars a week shall 
be paid. 

(.) The benefit payable for partial unemployment in any week shall be the 
difference between the eligible employe'. actual wages for the week and the 
week1y bene1it to which he would be entitled if totally unemployed. 

(J) Benefits shall be paid to each employe for the calendar weeks during 
which he is totally or partially unemployed and eligible for bene1ita; but 110 

employe shall ever receive in any ca1endar year IIIOft: than ten weeks of bene1it 
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for total unemployment, nor more than an equivalent total amount of benefitl 
either for partial unemployment or for partial and total unemployment com
bined. 

(4) The amount of benefitl payable to any eligible employe shall be limited 
also by the benefit liability of his employer's account, as pJOVided in sections 
108.06 and 108.07. 

108.06 BENEFIT LIABn.ITY OF EMPLOYER'S ACCOUNT. (I) An 
employer's account shall be liable to pay benefitl to an employe in the ratio 
of one week of total unemployment benefit (or an equivalent amount of par
tial unemployment benefit) to each four weeks of emp10yment of such employe 
by such employer within the fifty-two weeks preceding the date on which such 
employe last performed services for such employer. But no liability for the 
payment of benefits to an employe shall accrue unJeaa the employe baa been 
employed more than two weeks by the particular employer within such pre
ceding year, or, in the case of an employe employed on a fixed monthly salary, 
unless the employe baa been employed more than one month by the partieuIar 
employer within such preceding year. 

(.) In no case shall an employer's account remain or be liable to pay benefits 
to an employe for any unemployment occurring more than six months after 
the date on which such employe last performed services for such employer. 

CJ) No employer's account shall at any time be liable to pay benefits be
yond the current resources his account baa, or would have if all cootn"butions 
due under this chapter had been paid. 

(4) The liability of any employer's account to pay benefits, for weeks of 
partial or total unemployment occurring within or maioly within any calendar 
month, may be reduced, depending on the adequacy of such account at the 
beginning of such month. Such adequacy shall be determined at the beginning 
of each month, on the basis of the net "reserve per employe" which the em
ployer's account then baa, or would have if all contributions due for payment 
under this chapter had been paid. (Whenever during any month the maximllm 
benefit payable from an employer's account for any week of total unemploy
ment is reduced hereunder, this reduced maximum shall also be observed in 
<alculatiog the benefits payable from that account for partial unemp10yment 
during that month.) In each calendar month an employer's account shall be 
liable to pay the benefits otherwise due his eligible employ .. for their weeks 
of unemployment occurring within such month only in accordam:e with the 
folknriog schedule: 

(a> Wbeo its reserve at the beginning of the month amounts to fifty doDan 
or more per employe, the accouot shall be liable for and shall pay in full aD 
valid benefit claims for unemploymeot during the month; 

(b) Wbeo such reserve amounts to CIveI forty-five doDan but Ia8 than 
fifty dollars, aD such valid benefit claims shall be paid, escept that DO eligible 
claimant shall reczive for total unemployment a benefit of more than nine 
doIIam per week; 
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(c) When such reserve amounts to over forty dollars but less than forty
.ve dollars, no claimant sbaJ1 receive a benefit of more than eight dollars per 
week; 

(d) For each furtber periodic drop of five dollars in the reserve per employe, 
there sball b. a corresponding furtber drop of one dollar in the maximum 
benefit per week payable to any claimant for total unemployment. 

(5) Any employe wbo has neither been a resident of Wisconsin for the past 
two years nor been gainfully employed in the state for forty weeks within 
such two·year period, and who is, therefore, under subsection (8) of section 
r08.04 ineligible to receive benefits under this chapter, sbaJ1 be known as "a 
nonqualified employe". Whenever such a nonqualified employe loses his em
ployment, under conditions other than those enumerated in subsection (5) 
of section r08.04, his employer'. account sbaJ1 be at once liable to pay in lieu 
of benefits to such person a lump Bum amount to the commission. This pay
ment sbaJ1 be made at the rate of five dollars for each four weeks of employ
ment of such person by such employer during the period of employment just 
ended; but not more than five dollars sbaJ1 be 80 payable for each five dollars 
reserve per employe in the employer's account at the beginning of the cur
rent calendar month. The employer's liability under this subsection sbaJ1 be 
reported by him and sball be determined in amount in accordance with suit
able rules to be prescribed by the commission. The amount found to be due 
sball in each such case be paid over from the employer's account into the ad
ministration fund establisbed by section r08 ..... 

r08.07 LIABILITY OF SUCCESSIVE EMPLOYERS. (r) When an em
ploye is employed by more than one employer within any twelve-month period 
the payment of benefits due such employe for total unemployment sbaJ1 be 
made from the successive employer's accounts in inverse order to such succes
sive employments. Until the last employer lisble sbaJ1 have met or been unable 
furtber to meet his benefit liability to an eligible employe no previous employer 
sball be due to pay benefits to such employe. 

(» When an eligible employe becomes employed in an employment or by 
an employer not subject to this chapter, such employment, except as provided 
in section r08.>s, sbaJ1 postpone but not terminate the liability of any former 
employer to pay benefits to such employe; provided, however, that if the 
employe fails to return to regular work offered him in his former employment 
by the written request of his former employer, made in good faith and not 
inconsistent with subsection b) of section 108 . ..., such employe's right to 
benefits from such former employer sbaJ1 be extinguished. 

r08.08 NOTIFICATION. (r) Any claimant of benefits must give notice of 
his unemployment at the public employment ofIice for the district in which he 
is or was last employed, within such time and in accordance with such rules 
as the commission may pn!SCIlDe. Thereafter he sbaJ1 give notice of the mn
tinuance of his unemployment as frequently and in such manner as the com-
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mission may prescribe. But the notification prescribed under this lubsection 
may, as to any case or class of cases, be waived by the commi..uon for good 
cause (including administrative feaSIbility), provided the commi .. IOI1 finds 
that no party in interest will be prejudiced by IUch waiver. 

(.) The commission may require from any or each employer notification 
of the partial or total unemployment of his employeo, within IUch time, in 
such form, and in accordance with such ruIes as the commi .. ion may prescribe. 

1011·09 ESTABLISHMENT OF CLAIMS. (I) CJaims for benefits obal1 be 
fi1ed with the superintendent of the public employment office for the district 
in which the claimant is or was last employed, or with a deputy of the com
mission designated for the purpose. Claims obal1 be filed within ouch time and 
in such manner as the ruIes of the commjssion may prescribe. 

(.) U a claim appears to the superintendent or deputy invalid be ohall 
reject the claim; if it appears valid he obal1 state the amount of benefits ap
parently payable to the claimant wbile eligible. In either case be obal1 notify 
the claimant in writing, giving his reasons. U the claimant is dissatisfied he 
may, within a time limit after notification to be set by the commission, bave 
recourse to the method set up in section 1011.10 for settling disputed claims. 

u) U a claim appears to the superintendent or deputy valid he obal1 notify 
the liable employer in writing of the amount of benefits apparently payable 
thereunder. U the employer doeo not contest the claim, within a time limit 
after notification to be set by the commi .. iol1, the amount of benefits .tated 
by the superintendent or deputy obal1, subject to the limitations set up in 
this chapter, become payable to the claimant from IUch employer'1 account 
and sbaIl be SO paid by the oommissiOl1. U the employer wishes to contest the 
claim, he may, within a time limit to be set by the amnnission, bave recourse 
to the method set up in section 1011.10 for settling dispnted claims. 

1011.10 METHOD OF SE1TLING DISPUTED CLAIMS. (I) The manner 
in which disputed claims obal1 be preoented, the reports thereon required from 
employer9, and the oonduct of bearings sbaIl be governed by ruIes and regula
tions to be adopted by the industrial commission. 

(.) Disputed claims, whether involving employers eumpted under section 
1000.IS or those contributing to the fund, sbaIl be d«ided in the lint inltanc:e 
by the superintendent of the district public employment office or by a deputy 
of the awnmission designated for the pwpose. 

u) Within a time 1imit after notification to be set by the cmnni-iml either 
the employer or employe may take an appeal from any decision of the ouper
inteDdent ... deputy, to an appeal board to be appointed in each employment 
office district by the industrial commissiOll.. Such district appeal board obal1 
consist of one employer or iepitki1tative of employers, one employe ... JepJe

sentative of employes, and one pei!IOD who is not an employer, employe or 
~tative of either. 

<4) DecisimJs of a district appeal board obaIl be reviewable by the com-
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Iission or its representative upon appeal 01 either party within a time limit 
nd in accordance with other rules and regulatiollS to he laid doWll by the 
ommission. The commission may authorize a commissioner or an examiner 
> hear such cases and to make decisiollS under rules to be adopted by the 
ommission. 

(5) Either party, if dissatisfied with the decision ol-such commissioner or 
umiDer;may petition the industrial coinmission to review it as a commis
ion. Such petition shall he in writing specifying in detail the particular errors 
lIeged. If no such petition is filed within ten days lrom the date when a copy 
I the decision 01 the commissioner or eumiDer was mailed to the last known 
ddress 01 each party in interest such decision shall be considered the decision 
,I the industrial commission, unless set aside, reversed or modified by such 
ommissioner or eaaminer within such time. Within ten days after the filing 
,I any such petition the commission shall, on the basis 01 the evidence pre
iously submitted in such case, affirm, reverse, set aside or modify such de
mon, or direct the taking 01 additional testimony. Any decision made by the 
ommission shall, if not modified or changed by it within twenty days, become 
he final decision 01 the commission and shall then he subject to judicial re
iew on the same grounds and in the same manner as decisiOIlS 01 the industrial 
ommission under the workmen's compellS&tion act may he reviewed. 

(6) The commission shall have the power to remove or transfer the pro
eedings pending before a commissioner or eaaminerj and may on its own mOo 
ion set aside, modify or change any decision, whether made by a superin
endent or deputy, by a district appeal board, by a commissioner or eaaminer, 
11" by the commission as a body, at any time within twenty days of the date 
hereof if it shall discover any mistake therein or upon the grounds of newly 
liscovered evidence. 

(7) In the discharge of their duties under this section, the superintendent 
If any district public employment office, any member 01 a district appeal board, 
Uld any member, eaaminer or duly authorized employe of the industrial com
OIission shall have power to administer oaths to persollS appearing before 
them, and by subpoenas (served in the manner in which cin:uit court subpoenas 
LIe served) to compel attendance of witnesses and the production 01 boob, 
i>&perB, documents and JeCOrds necessary or convenient to be Used by them 
in COIIIIOCtion with any disputed claim. 

(8) A lull and complete record shall be kept of all proaedings in connection 
.nth a disputed claim and all testimony shall be taken doWll by a stenographer 
appointed by the commission. 

JoB.IOI MODIFIED PROCEDURE. The commission may modify the pr0-

cedure presaibed in sectiOllS loB.oB, JoB.09 and loB.ro, with a view to such 
estab1ishment and determination of claims against employers ezempted UIlder 
section loB. I S, as will be suitable to such cases and lair to the parties in interest. 
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108.11 AGREEMENT TO CONTRIBUTE BY EMPLOYES VOID. (I) 
No agreement by an employe or by employes to pay any portion of the con
tn'butiona required under this chapter from employera ahall be valid. No em
ployer ahall make a deduction for suth purpoae from wages. Aoy employe 
claiming a violation of this provision may, to recover wage deductiona wrong
fully made, have recourse to the method set up in section 108.10 for settling 
disputed claims. 

(2) But nothing in this chapter ahall affect the validity of voluntary ar· 
rangements whereby employes freely agree to make contn'butiona to a fund 
for the purpose of securing unemployment c:ompenaation additional to the 
bene1its provided in this chapter. 

108.12 WAIVER OF BENEFIT VOID. No agreement by an employe to 
waive his right to bene1its or any other rights under this chapter ahall be valid. 

108.13 ASSIGNMENT. No c\aim for benefit under this chapter or under 
any approved voluntary unemployment benefit plan ahall be assignable be
fore payment, but this provision ahall not affect the survival thereof; nor ahall 
any c\aim for benefit aWarded, adjudged, or paid, be subject to be taken for 
the debts of the party entitled thereto. 

108·14 ADMINISTRATION. (1) This chapter ahall be administered by 
the industrial commission.. 

(2) The commissiou ahall have power and authority to adopt and eoforce 
all ruJes and regu\ationa which it finds necesaal)' or suitable to ~ out the 
provisiona of this chapter. All such ruJes and regu\ationa ahall he published in 
the state's offida\ DeWSpape1' and ahall take effect ten days after such publica,-

. tion.. A copy of such ruJes and regu\ationa ahall be delivered to every peraon 
making application therefor. The commi"'ou may require from employera, 
whether subject to this chapter or not, any reports on employment, wages, 
hours and re\ated mattera which it deems ne:' 'I)' to ~ out the provisions 
of this chapter. 

u) The commjssjou may appoint, employ and pay as many peraona as it 
deems P"""""'I)' to .dmjnisw and to ~ out the purposes of this chapter, 
and may make all other ~tuRs of any kind which it deems UtA 'I)' 

or suitable to this end. But it ahall not pay to any member of • district appeal 
board more than five doUars of compensation per day of serviaL 

(4) The ...... mission may create as many employment districts and district 
appeal boards and may establish and maintain as many free public employ. 
ment offices as it deems _'1)' to <any out the provisions of this chapter. 
The omqnissjou ahall have power to finance either partJy or completely such 
public employment offices as it deems ntA 'I)' under this chapter, from the 
ftmds appropriated to the CYJI!1JI1jssjm for its npenaes under this chapter, 
whether or not the political subdivision in which such offia! is Jocated ...
to pay or does pay any part of the npenaes of such office.. 
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(5) The commission shall appoint advisory employment committees, by 
local districts or by industries or for the whole state, consisting in each case of 
one or more representatives each of employers, employes and the public, who 
shall assist the commission, without compensation but with reimbursement of 
necessary expenses, in administering and carrying out the PUIpOSes and pro-
visions of this chapter. _ 

(6) It shall be one of the pwposes of this chapter to promote the regulariza
tion of employment in enterprises, localities, industries, and the state. The 
commission, with the advice and aid of its advisory employment committees, 
shall take all appropriate steps within its means to reduce and prevent unem
ployment. To this end the commission may employ experts, and may carry 
on and publish the results of any investigations and research which it deems 
relevant, whether or not directly related to the other PUIpOSes and specific 
provisions of this chapter. At least once a year the commission shall compile 
and publish a summary report stating the operations and status of each em
ployer's account or other unemployment reserve and covering such other 
material as it deems significant in connection with the operations and PUIpOSes 
of this chapter. 

108.15 EXEMPTION. (I) The commission shall exempt, from the provi
sions of this chapter, except sections 108 ... , 108.14, 108.15, 108.19, 108.21, 
108 ••• and 108,'4, any employer who guarantees, under a plan approved by 
the commi!l9ion, to all his eligible employes (and to each new eligible employe 
who is continued in employment after a probatinnsry period of one month), 
in advance for a stated one-year period, at least forty-two weeks of work or 
wages, for at least thirty-siz hours in each such week, if satisfied that the 
employer can and will make good such promise under all circumstances. The 
words .. eligible employe" in this subsection shall mean an employe who if 
unemployed would not be barred from eligibility for benefits by any of para
graphs (e), (f) and (g) of subsection (5) of section 108.04 or by subsection (8) 
of section 108.04. 

(.> The commission shall exempt, from the provisions of this chapter, ex
cept sections I08.OJ, 108.04, 108.07, 108.101, 108.12, 108.13, 108.14, 108.IS. 
108.19> 108 .... 108. ••• 108.23. 108 •• 4, 108.2S and 108.26, any employer or 
grouP of employers submitting a plan for unemployment benefits which the 
commission finds: (a> makes eligl'ble for benefits at least the employes who would 
be eligl'ble for benefits under the compulsory features of this act; (b) provides 
that the proportion of the benefits to be financed by the employer or employers 
will on the whole be equal to or greater than the benefits "hich would be pro
vided under the compulsory features of this act; and (c) is on the whole as 
beneficial in all other respects to such employes as the compulsory plan pro
vided in this act. If under such a plan any contributions are made by employes. 
the accounts of the plan shall be so kept as to make dear what proportion of 
the benefits is financed by the employer or employers, and "bat proportioa 
by the employes. If under such a plan any contributions are made by em-



212 STANDARDS OF UNEMPLOYMENT INSURANCE 

ployes, the commission may require that such employes be represented, by 
representatives of their own choosing, in the direct administration of luch 
plan, and the commission may take any steps necessary and appropriate to 
assure such representation to contn1>uting employes. 

(3) No employer or group of employers exempted under this oection lhall 
be permitted to insure the liahility to pay benefits or wages in any insurance 
company; and if such employer or employers enters or enter into an agreement 
for any form of insurance coverage such action shall automatically operate u 
a revocation of such exemption. 

(4) As a condition of granting exemption, the commission may require the 
employer or group to furnish such security as the commission may deem luffi
cleot to assure payment of all promised beuefits or wages, including the setting 
up of proper reserves. Such reserves and other security and aIoo the manner 
in which an exempted employer carries out hio promises of beuefits or employ
ment shall be subject to inspection and investigation by the commiMimt at 
any reasonable time. If the commission shall deem it necessary it may require 
an exempted employer to furnish additinnal security to assure fuIlillment of 
hio promises to hio employes. 

(5) If an exempted employer or group of employers fails to furnish security 
satisfactory to the commission, or fails to fuI1ill the promises made to employes, 
or wilfully fails to furnish any reports that the commission may require under 
this chapter, or otherwise to comply with the applicable portions of thil chapter 
and the rules, regulations and orders of the commission pertaining to the ad
ministration thereof, the commission may, upon ten dayo' notice and the 0p

portunity to be heard, revoke the exemption of such employer or group.' 
(8) The rules and regulations for the government of such plan mUlt be 

. submitted to and approved by the commission. A plan, 10 approved, shall 
when put into eli'ect, constitute a contract between each employer and every 
other employer participating in that plan, and between the employer or em
ployers on .the one band, and, on the other band all employes who come under 
it; and shall not thereafter be abandoned or modified without the approval of 
the commission. Provided that, at any time after five years from and after 
the passage of this act, the commissiO'l may, on the petition of any interated 
party, or on its own motion, and after public bearing, modify any IUch plan 
to conform to the standards then provided by the Ia" for approved voluntary 
unemployment beue1it plans. 

108.16 UNEMPLOYMENT RESERVE FUND. (I) For the pwpooe of 
C&II)'ing out the provisions of this chaPter there is established a fund to be 
known as the "Unemployment Reserve Fund", to be administer<d by the 
state without liability on the part of the state beyond the 8DIOUDt of the fond. 
This fund sbaII consist of all contn'bntions and moneyo paid into and received 

'Certain -- _ folJow ill !be act ""' omitted ben. 
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by the fund pursuant to this chapter and of properties and securities acquired 
by and through the use of moneys belonging to the fund. 

(.) A separate account shall be kept by the industrial commission with each 
employer contributing to said fund, and this separate employer's account shall 
never be merged with any other account except as provided in subsection (3) 
of this section. . 

(a) Whenever two or more employelS -in the same industry or locality de
sire to pool their several accounts with the fund, with a view to regularizing 
their employment by cooperative activity, they may file with the commission 
a written application to merge their several accounts in a new joint account 
with the fund. If in its judgment the plan has merit, the commission shall 
establish such a joint account, provided that the several employelS each accept 
such suitable rules and regulations not inconsistent with the provisions of this 
chapter as may be dnwn up by the commission with reference to the conduct 
and dissolution of such joint accounts. 

(4) All contributions payable to the unemployment reserve fund sball be 
paid to the industrial commission, and sball daily be paid over by the com
mission to the state treasurer and credited to the unemployment reserve fund. 
Payments from said fund sball be made upon vouchelS of the industrial com
mission. The state treasurer sball be ex officio the treasurer and custodian 
of the unemployment reserve fund. He sball give a separate and additional 
bond conditioned upon his faithful performance of these duties. 

(5) The unemployment reserve fund shall be invested by the annuity and 
investment board in the readiJy marketable obligations of the United States 
of America, of any of its forty-eight state governments including this state, 
and of any city, county or other governmental subdivision of this state, all 
having a maturity of not over five yean f"!,,, the date of purchase. The in
vestments of the fund shall be so made that all the assets of the fund shall 
always be readily convertible into cash when needed. When so directed by 
the industrial commission, the board shall dispose of securities belonging to 
the fund to secure cash needed for the payment of benefits. All expenses of 
the annuity and investment board in the investment of the unemployment 
reserve fund shall be paid from the interest earnings of said fund, as provided 
in subsection (I) of section 80.7"5 . 

. (6) All net earnings on moneys belonging to the unemployment reserve fund 
sbalI be credited thereto, and shall, at the close of each fiscal year, be appor
tioned by the commission equitably to the several employelS' accounts. 

(7) If any employer sbalI become ezempted under section 108.IS, or sbalI 
cease to be subject to this chapter, or shall permanently go out of business in 
this state (ezcept as provided in subsection (8) of this section), such employer 
sbalI, upon the ezpiration of six months (or prior thereto if be shall furnish 
surety satisfactory to the commiscjoo for the payment of benefits becoming 
due und .. this chapter during the remainder of such six-lIIODth period) receive 
the balance then standing to his credit in the fund. 
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(8) If any employer shall transfer his business in whole or in part or shall 
otherwise reorganize such business, the IUccessor in intereat is hereby required 
to take over (in proportion to the extent of such trsnsfer, aa determined for 
the pwposes of this chapter by the commission) the resourcea and liabilities 
of such employer'. account, and to continue without interruption the payment 
of all contributions and benefits which would bave been due for payment 
under this chapter in case such employer had contioued in business without 
such transfer or reorganization. 

J08.J7 PAYMENT OF CONTRIBUTIONS. (J) On and after the finot 
day of July, J933, contn"butions shall accrue and shall become payable by 
each employer then subject to this chapter in accordance with its provisions. 
Thereafter contn"butions shall accrue and become payable by any employer 
on and after the date on which he hecomes newly lubject to this chapter. 

(.) All contn"butions required under this chapter from employers shall be 
paid to the industrial commission, at such times and in such manner aa the 
commission may prescn"be, except aa provided otherwise in the case of employera 
exempted under section J08.J s. 

J08.J8 CONTRIBUTIONS TO THE UNEMPLOYMENT RESERVE 
FUND. The contn"bution regularly payable by each employer into his account 
with the fund shall be an amount equa\ to two per cent per annum of his 
payrolL (In order !bat reserves shall be built up for all employes potentially 
e!igJ"ble to benefits, "payroll" shall include all wages, salaries and remunera
tion paid to employes subject to this chapter; except !bat it shall not include 
the amount paid to an employe or officer employed on a contractual basis fur 
a meet period at a meet monthly salary, which will aggregate at Ieaat fifteen 

,hundred dollars if said period is less than twelve months, or amount to at Ieaat 
fifteen hundred dollars per annum if such period is twelve months or more, 
provided such contract is duly reported to the commissiml by the employer; 
nor shall it include any salary or wage of three hundred dollars or more per 
month.) D;uring an employer's firat two years of contn"bution payments, and 
whenever ihereafter his a=unt amounts to less than fifty-five dollars reserve 
per employe, the employer shall make contributions to the fund at the rate 
of two per cent per annum on his payrolL If the employer baa been continu
ously subject to this chapter during the two preceding years, the rate of con
tributions may be Jeduced or suspended under the followiog conditions: 

(I) Whenever the employer's a=unt amounts to fifty-five dollars but less 
than seventy-five dollars JeSeJVe per employe, such employer shall pay c0n

tributions to the fund at the rate of one per cent per annum on his payrolL 
(.) Whenever and while the employer's a=unt baa a reaerve per employe 

of seventy-4ive dollars or more, lID contributions to the unemployment reaerve 
fund shall be required of such employer. 

J08,19 CONTRIBUTIONS TO THE ADMINISTRATION FUND. Each 
employer subject to this chapter, inclnding every employer =p!ed under 
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section 108.15, shall regularly contnbute to the unemployment administration 
fund created in section 108.10 at the rate of two-tenths of one per cent per 
annum on his payroll as defined in section 108.18. But the commis.io'l may 
prescribe at the close of any fiscal year such lower rates of contribution under 
this settion, to apply to classes of employers throughout the ensuing fiscaI 
year, as will in the commission'. judgment adequately finance the admiDi.~ra
tion of this chapter, and as will in the coMmission's judgment fairly represent 
the relative cost of the services rendered by the commission to each such class. 

108.10 UNEMPLOYMENT ADMINISTRATION FUND AND ~
PROPRlATION. (I) To finance the administration of this chapter and to 
carry out its provisions and purposes there is established the .. Unemployment 
Administration Fund." This fund shall consist of all contnbutions and moneys 
paid to the industrial commission for the administration fund as provided in 
subsection (5) of section 108.06, and in sections 108.19 and 108 .... 

(I) AIl amounts received by the commission for such fund shall daily be 
paid over to the state treasurer and credited to the unemployment adminis
tration fund, and, as provided in section 10.573 of the statutes, are appro
priated to the commission for the administration of this chapter. 

108.21 RECORD AND AUDIT OF PAYROLLS. EvelY employer, whether 
exempted or not, shall keep a true and accurate employment record of all his 
employes, wbether quaIified and eligible to unemployment benefits or not, and 
of the hours worked for him by each and of the wages paid by him to each 
employe, and shall furnish to the commission upon demand a swom state
ment of the same. Such record shall be open to inspection by the commission 
or its authorized representatives at any reasonable time. 

108 ... COLLECTION OF CONTRIBUTIONS IN CASE OF DEFAULT. 
n any employer whether exempted or not shall default in any payment re
quired of him under this chapter he shall become additioDally liable for interest 
on IUch payment at tweIve per cent per annum from the date such payment 
became du~, IUch interest to be paid to the administration fund. n after due 
notice this payment plus interest at tweIve per cent per annum is not made, it 
shall be collected by • civil action in the name of the state, the defaulting em
ployer to pay the costs of such action. The payment origiDally due shall be 
paid to the mmmission, and credited, as may be proper in each case, either to 
the fund and to the defaulting emp1oyer's account or to the administration 
fund. The interest thus collected shall be paid to the administration fund. 

108.23 BANKRUPTCY. In the event of bankruptcy or insolvency of any 
employer, unpaid daima for benefits and unpaid amounts due the fund under 
this chapter or to • fund or reserve under any approved wiuntary unem
ployment benefit plan shall ha .... the same preference as is aooorded in suboeo
tion (I) of aection 102 •• 8 to unpaid daima for compensotion or mmpensaUon 
insurance. 
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loS"4 PENALTIES. (I) Any person who wilfully makes a false statement 
or representation to obtain any benefit or payment under the provWona of 
this chapter, either for himseH or for any other penon, or to lower any con
tn"bution required of him, and any employer who makes a deduction from the 
wages of any employe in order to pay any portion of the contribution required 
of such employer under this chapter, aha1I upon conviction be deemed guilty 
of a misdemeanor and be punished by a fine of not lesa than twenty-five dollars 
nor more than one bundred doUara, or by imprisonment in the county jail 
not longer than thirty days, or by both such fine and imprisonment; and 
each such false statement and each such deduction from wages aha1I consti
tute a separate and distinct offense. 

(.) Any employer wbo wilfully refuses or fai1s to pay any contn"bution re
quired of him under this chapter, and any penon who wilfully and unlawfully 
fails or neglects to appear or to testify or to produce books, papers and records, 
as required at any hearing under this chapter, aha1I upon conviction be deemed 
guilty of a misdemeanor and be fined not lesa than twenty-five doUara nor 
more than one hundred doUara, or be imprisoned in the county jail not longer 
than thirty days, or be punished by both such fine and imprisonment; and every 
day of such refusal, failure or neglect aha1I constitute a separate and distinct 
offense. 

u) On complaint of the commi .. ion the fines apeciJied in this section may 
be corrected by the state in an action for debt. 

loS.25 USE OF UNEMPLOYMENT RESERVE FOR PUBUC WORKS. 
(I) If the state or any of its political subdivisions during a period of unemploy
ment either directly or through a contractor provides work which in the 

. opinion of the commissiou is an unemployment re1ief measure and which con
forms to standards of wages and conditions prescn"bed by the commission, 
such work aha1I be deemed suitable employment within the meaning and 
subject to the limitations of subsection (6) of section loS.04; provided, that 
an empIoyt who accepts such worlt for any calendar week in which be would 
otherwise be totany unemployed and eligible for benefits aha1I be entitled to 
receive such benefits in the form of wages pajd him for such governmental 
work. To this end the state or subdivision giving such .... ork and wages to such 
employe in any calendar week aha1I receive his benefits for such week, for the 
purpose of partiaITy financing such employe' ... ork and wages on such govern
mental unemployment re1ief project. 

(.) Benefits payable under this section to an employe in the form of .. ages 
from this state or a political subdivision for work on a relief project shan cease, 
as provided in subsection (6) of section loS-04, for any period after such em
ploye has without good CUJSe fai1ed to apply for suitable employment other 
than such governmental .. ork when notified, or has refused to accept suitable 
employment other than such goYeIDDlentai work wben offered him. 
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108 .• 6' VOCATIONAL EDUCATION. When any employe is unemployed 
and eligible for benefits under this ebapter, he may be recommended by the 
superintendent of the district employment office to attend vocational or other 
sebool during his unemployment. If he attends sebool under conditions ap
proved by sueb superintendent and does satisfactory work in his classes he 
shall be eligible for an additional benefit of one dollar per week, to be paid 
from the administration fund. The education shall be furnished at public ex
pense and any fee whieb may customarily be ebarged for attendance at sueb 
classes must be paid by the town, village or city in whieb sueb employe resides. 

108.27 SEPARABILITY OF PROVISIONS. If any provision of this chap
ter, or the application thereof to any person or circumstance, is held invalid, 
the remainder of the ebapter and the application of sueb provision to other 
persons or circumstances shall not be affected thereby . 

• 0.573 UNEMPLOYMENT ADMINISTRATION FUND. All moneys paid 
to the industrial commission and deposited by it with the state treasurer pur
suant to section 108.'0 are appropriated to the industrial commission for the 
performance of the flll\ctions of the commission under chapter 108 including 
its conduct of public employment offices and its other efforts to regularize 
employment; to pay the compensation and expenses of appeal boards and the 
expenses of advisory employment committees; and to pay allowances stimu
lating education during unemployment. Any balance remaining in this fund 
at the close of any fiscal year shall not lapse but shall remain available for the 
purposes herein specified. 

SECTION 3. VOLUNTARY SYSTEMS OF UNEMPLOYMENT COM
PENSATION. (1) In accordance with the legislative intent expressed in sec
tion I the compulsory features of section 2 and section 5 of this act shall not 
take effect until July I, 1933, nor shall they take effect on that date if the 
commission finds that on or before June I, 1933, employers then employing 
in the BiK"'gate at least on. hundred seventy-five thousand employes as de
fined in section 108.0. shall have established plans previously approved by 
the commission as plans whieb would be entitled to exemption under section 
108.15 of the compulsory act. 

(.) At any time after the taking effect of this act employers may aubmit to 
the industrial commission voluntary plans for guaranteed employ,;,ent or for 
unemployment cmnpensetion.. U. after investigatiOD. the commissjon is satis
fied that a plan thus aubmitted would be entitled to exemption under section 
108.15 o! the compulsory act, the f'OIlImission shall live its written approval 
of sueb plan, and aueb approval shall apply for the purposes of the present 
section of this act.· 

(5) If the compulsory plan shall not come into operation, the industrial 
commissioo shall continue its supervision over the voluntary plans of unem-

• Parapapbs S and 4 are omitted. 
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ployment compensation established in this state. It sball be the duty of the 
commission to keep itself informed regarding the operations of BUch voluotary 
plans and it sball include pertinent statistics regarding such plans in ita bien
nial reporta. 

SECTION 5.· The industrial CQmmi·sjoo may establish such free employment 
offices as it may deem necessary to carry out the pwposes of chapter 108. 
All ezpeDSes of such offices, or all ezpeDSes not defrayed by the couoty, city, 
town or village in which an office is located, sball be charged to the appropria
tion to the industrial commission provided in section 20.573. 

Assembly: Ayes 63; Noes 15. 
Senate: Ayes 19; Noes 9; Paired •• 

• SectioDi 4 and 6 are omitted and also certaiD oenleDl:el in SectiOD $. 
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THE REPORT OF THE INTERSTATE COMMISSION 
ON UNEMPLOYMENT INSURANCE 

The Interstate Commission on Unemployment Insurance, composed of the 
repxesentatives of the Governors of the States of New York, Ohio, Massa
chusetts, Pennsylvania, New Jersey, and Connecticut, has the honor of pre
senting the following report of its findings and recommendations. 

I. FDmINGS AND RECOKKENDATIONS 

We regard unemployment as it exists in the United States today as a many
sided problem. It seems to us unlikely that any single measure now adopted, 
without further experimentation and experience, can cope suooessfully with all 
forms of unemployment, or with the total period of unemployment, or even 
with all of the unemployed. The most substantial progress in dealing with the 
total problem of unemployment c:onsiqts, we believe, in making provision for 
the persistent unemployment and irregularity of operation which is 10 char
acteristic of American industry. By a general' attack on the problem at this 
point it should prove possible to assess responsibility for avoidable irregularity 
and to alford ownership and management incentives for the regularization of 
production and, hence, the reduction of unemployment. 

This method of approach to the problem of unemployment would rapidly 
yield comprehensive data on the relation between the numbers of regular 
working men, on the one hand, and, on the other, of casuals and unemployable •• 
With such information at hand, the tasIt of formulating a national unemploy
ment program designed to meet the grave emOl1lOllcies of prolcmged depressions 
would become much more practicable than it is at the pxesent time. 

As the first important step in creating constructive unemployment machinery. 
we are BtroDgly of the opinion that measures proposed should combine the 
.... test possible simplicity in princ:ip\e and practice and should lOok forward 
to the progressive stabilization of conditions of employment. With this goal 
in mind we, therefore, recommend: 

I. The compulsory establishment of State-wide systems of unemp\oyment re
serves. 

We are not unmindful of the procress which individuallirms and groups of 
employers have made in this country with plans of voluntary unemployment 
reBel -. From their activities much has &heady heeD Ieu:ned mnoeming the 

aI, 
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problems of unemployment compensation in American industry. But, in .pite 
of this encouraging advance, the fact remains that the total of voluntary un· 
employment insurance now in force in the United States affects only a oma11 
fraction of the work force of the nation. 

It is our conviction that no substantial increase in the coverage of employes 
and that no widespread adoption of insurance by the moot unstable of our 
industries can be expected in the predictable future onle .. the establisbment 
of reserve funds is made obligatory through legislation. 

2. The payment by each employer of a contn"bution amounting to 2 per cent 
of his payroll. 

We have canvassed carefully the arguments for and against the payment of 
contributions, or premiums, by employes; and we have in mind provisions for 
unemployment, in addition to those proposed here, which might well be financed 
in part by contn"butions from employes. But in view of the moderate terms of 
our proposal the greatest share of the burden of unemployment would .till be 
borne by the workers whose benefits under the plan would be considerably Ie .. 
than the wages he would have continued to receive if employed. The employe 
should not, in our judgment, be required to reduce his earnings further by the 
payment of contributions into unemployment reserves. A further important 
reason for not recommending contnbutions by the employes is that a purpose 
of our proposal is to encourage the adoption of measures of prevention. 

The employers' financial liability under our plan ohouId operate as a 00Iloo 

tinuous incentive to prevent unemployment 80 far as practicable. To reduce 
this liability, therefore, by placing part of the burden on his employes would 
likewise reduce the incentive to undertake preventive measures. 

PAYMEJITS BY EMPLOYEIIS 

3· The payments made by each employer shall constitute the unemployment 
reserve of his linn and shall be 80 treated in the accounts. 

This i>roposaI differs radically from the European plano of unemployment 
insurance in which contnbutions from all employers and all industries Sow 
into a sing\e common pooL It bas been widely rec:ognizAod even by sympathetic 
cities of European prsctic:e that the pooling of reserves bas bad unfortunate 
results. The irregular industries enabled to drsw benefits for their unemployed 
worl<men from the common pool may be thus tempted to shift the resp0nsi
bility and cost of their own unemployment to the more stable and profitable 
industries. 

In 80 far, then, as unemployment is due to careleuor indifferent management, 
or to the failiue to take proper prec:autions for the future, the pooling of re
serves may have the e1fect of perpetuating such unec:onomic pcu:tic:e and may, 
in c:onsequenc:e, fail to offer the incentives to regularization for which many of 
the advocates of unemployment insumnce bad hoped. Many of theae di1Ii-



APPENDIX B 221 

culties may indeed be attacked by setting up industrial, in contrast to national, 
unemployment reserves and by adjusting the contributions of individual em
ployel'l within each industry to their unemployment experience. While we 
recognize the merits of such a plan, in the interests of simplicity of administra
tion and progress in stabilization, we propose that each company assume re
sponsibility, limited by the amount of its contn'butions, for the unemployment 
of its own work force. 

4. The maximum rate of benefit shall be 50 per cent of an employe's wage, 
or $10 a week, whichever is lower; and the maximum period of benefit 
shall be ten weeks within any twelve months. Employes who suffer un
employment by reason of short-time employment shall be eligible for 
benefits whenever their week's wages are less than 60 per cent of their 
average weekly wage, but the benefit for partia1 unemployment shall not 
exceed the difierence between the wage actually received and 60 per cent 
of the employe's average weekly wage. In no case, however, shall the 
benefit of a part-time employe ezceed $10 a week. 

5. The financial responsibility of an employer shall be strictly limited by the 
amount of his unemployment reserve. 

We regard this provision as a prerequisite to the sound development of any 
plan of compulsory unemployment insurance. Failure to limit liability of the 
reserve funds is the first and most radical departure from accepted insurance 
principles and IXlDStitutes an open invitation to supplement contn'buted funds 
with subsidies from the government or other sources. The adoption of such 
practices has been the rock on which foreign unemployment insurance schemes 
have split; and they have been responsible for the a>mmingling of insurance 
and relief funds, which is now so universally deplored by all students of this 
problem. 

To safeguard the principle of limited liability we propose further that, when 
the enIployera' reserve at the beginning of any month is less than $50 per 
employe, the maximum rate of benefit be proportionately reduced. 

6. When the accumulated reserve per enIploye shall ezceed Sso, the employer's 
eontn'bution shall be reduced to I per cent of his payroll; and, when the 
reserve has reached $75, be sha1l make no further contn'butiona to the 
fund until the reserve again falls below $75 per enIploye. 

The purpose of this provision is to oller employers effective incentives for 
the ezercise of control over ftuctustions in employment. We have considered 
the advisability of providing for a system of ezperience rating, whereby the 
contn'butions of enIployera would from time to time be adjusted to their 
actual unemployment experience. 

The inlmediate adoption of experience rating we regard as premature. Mod-
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erate and experimental incentives to regularization are afforded in our pro
posal to reduce the premium when the reserve per employe exceeds Sso. With 
the aa:umulation of experience and much more accurate data on unemploy
ment rates than we now have, it should prove possible to use merit raUng and 
refined methods of adjusting premiums to unemployment rates. 

To further encourage experiments with the prevention and reduction of 
unemployment, we recommend exemption of firma or groups of firma which 
have set up reserve funds providing benefits equal to or greater than those 
enumerated in the foregoing proposals. 

7. The State sball act as the custodian, investor and disbuning agent of the 
reserve funds. 

For this purpoee there shou1d either be aeated an Unemployment Com
mission of three members, representing labor, industry, and the public, charged 
with estabw.bing the system of unemployment reserves and with its continuing 
administration; or, where there already ezists • State Industrial CommiJsion 
similarly constituted, it shou1d administer the unemployment compensation 
plan. The cost of administering the plan shou1d, we believe, be aaaumed by 
the State. Expenses of the States would not be inaeased by the total cost of 
administration since the Unemployment Administration would take over func. 
tions now performed by ezisting agencies. 

The cost, in particular, of co1lecting and pubw.bing employment and other 
industrial statistica, and of administ.ering the public employment offices is not 
additional, since it is DOW incurred by ezisUng State agencies. 

8. The State sball take prompt steps to mend its public employment service. 

No system of unemployment insurance can accomplish its purpooes without 
a properly 0IpDized and efficiently operated system of employment _ 
c:hanges. The States represented on this commiMion DOW have public employ
ment offices. We recommend that the ezisting employment bureaus be put 
under the jurisdiction of the employment administration. In order, however, 
that the work of the employment evb.nges be DOt hampered and the .taff 
burdened with duties growing out of the payment of unemployment benefits, 
it is important that the employment evb.nges be operated as • separate 
division coordinate with • division of insurance. 

AD of the staff of the employment bureaus abould be under the d •• i6ed 
civil serri<:e, with tenure DOt subject to political cbanges Trade ......... tiona 
administering the unemployment .... its for their industries and orpaiza. 
!ions of empIoyas and employes who m.intain and operate appiOfed __ 
pIoyment inswaDce plana by collective agI ...... ,."t. may operate their own 
employment bureaus and oftias for the payment of benefits Such induItIy 
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offices must be under the general supervision of the Stste employment service 
and subject to its general ru1es. 

9. Tbe unemployment authority shall create stsbilization agencies. 

The most effective measures for achieving greater stsbilization of employ
ment cannot obviously be accomplisbed by a single firm. Every effort sh01llcl, 
therefore, be made by the unemployment _ administration to encourage c0-

operative action between firms and industries. To this end the unemployment 
administration should set up advisory committees of employers and emploYes 
and should bave experts instructed to formulate plans to promote the regu
larization of employment in individual plants, localities, industries and the 
Stste. 

IT 

The recommendations we bave made constitute the principles on which, in 
our judgment, the features of a sound Stste unemployment compensation act 
should rest. Tbe drafting of a model act we bave regarded as beyond our prov
ince, since tho specific acts proposed in several Ststes may differ widely in 
detail, while adhering to the aame underlying principles. In general, we urge 
the application of unemployment compensation to the largest possible number 
of employes, exclusive of agriculture and employes normally, earning more 
than $.00 a month. Efforts to regularize the employment of labor in small 
estsblishments are so important thet we recommend including under the terma 
of the act all employers of liz or more workers. 

We bave not attempted to summarize in this report the great literature 
which bas grown up on European and American experience with many types 
~f unemployment insurance and reserves. Useful summaries, descriptive and 
critical, are now readily available in this country for students of the problem 
U1d (or aU other interested persons. Tbe well-known difficulties of insolvency 
U1d abandonment of basic contractual, insurance obligations which the Euro
pean and some American schemes bave encountered, particu1arly in the post
war phase of their history, bave received our close attention and bave been 
an important factor in directing our search for proper principles of unemploy
ment compensation. We bave been much in1Iuenced in our thinking by the 
profound and constructive interest among American business men in problems 
of stsbililation and in forms of unemployment compenution wbicb combine 
relief with incentives to prevention. 

We are conscious of the fact thet our proposals are eztremely modest and 
moderate. It is not, in our judgment, sound to impose an onerous burden of 
cost on American industry. The measures adopted now can, we """K"i .... only 
incidentally serve to mitigate the effects of severe and pro\ongod industria1 
depression. It may well be thet the unemployment of long depressions can be 
met only by the creation of extraordinary reserve funds raised from contri
butions by employers, \abor and the Federal Government. We are dear, how-
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ever, that the type of measures we propose constitute a constructive attack on 
the problem. 

SD<PLI!! SYSTEII ADYOCATED 

Dealing with the chronic irregularity and unemployment of our industry 
will not only ameliorate the lot of the unemployed but will abo, in time, point 
the way In further devices for strengthening the available macbinery of unem
ployment relief and prevention. At the best, there will for some time remain a 
residuum of unemployed wbo must continue In look for assistance In the agen
cies of private and public charity. With the eatablisbment and extension of 
unemployment compensation plans, however, we should be taIr.ing the first 
steps in reducing the wastes and damage In aeif-respect which characteriu 
our present disorderly methods of handling the unemployed; and we should 
have put ouraelvea in the position of applying more scientific methoda In the 
treatment of the Inta! problem of unemployment. 

Our subcommittee on the cost of unemployment insurance inveatigated the 
possible costs of various typea of such insurance. It found that available un
employment data, particularly with reference In the frequency and duration 
of spells of unemployment, were so unsatisfactnry that eatimates of cost were 
virtually useless. With compensable unemployment strictly defined and cir
cumscribed, as it is in the provisions submitted in this report, it is pooaible In 
eatimate that the cost of unemployment compensation should not exceed 2 

per cent of the pay roll. 
We have finally explored the suggeation that there be created an interstate 

unemployment autbority charged with setting up an interstate administration 
of unemployment compensation. It is our reasoned judgment on this matter 
that the best combined and aepsrate intereata of the States, participating in 
this inquiry, will be aerved by rea>mmending In them the adoption of a prac
timble and simple type of unemployment compensation, wboae cost should 
not seriously disturb the prevailiog competitive relationship of industries doing 
business within the boundariea of those States. 

The adoption by the six States of a S)'lItem of unemployment reaervea, similar 
In the plan here proposed, wouJd amstitute a great step forward in the joint 
amsideration and handling of interstate industrial problems. The preasing need 
for an intellij:ent unemployment program, revealed once more by our ezpe
rience during the past two yeal"S, should hasten the favorable amsideration of 
a moderate and practimble proposal for amstnu:tive experiment. 

lBrnsTAu COIoossro!v OJ( UDIIl'LOYlIEJft hnItm.ufcE 
LEo WOU<AR, Clroitwo<m, New Yorl< 
Canas It. BLUlOT, New Jeney 
A. LDrCOLlf FIuoo!, V._chusetts 
C. A. KULP, Pennsylvania 
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The lepraentative of the Governor of Ohlo has signed this report; but be 
takes ezc:eption to any implications in it that an insurance system with p<l!lling 
of contn'butions may not be better than.a plan of separate, plant reserves. 
In addition to the recommendations hexe contained he, would recommend 
experiments with State unemployment insurance funds that included contri
butions from employes as well as from employen, and that pooled all the 
reserves after the III&IIIIel of workmen'. compensation insurance. 
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THE OHIO UNEMPLOYMENT INSURANCE BILLI 

Section 1. DECLARATION OF PUBllC POllCY. As & guide to the 
inte!pIetation &nd application of this act the public policy of the state is 
decla.red as follows: 

&. Distreaa bum unemployment has become & aerious menace to the be&lth, 
safety, morals &nd welfare of the people of the state of Ohio. Becauae insurance 
or reserves bave not been provided in times of plentiful employment for the 
support of unemployed employees &nd their families during periods of unem
ployment &nd depression, poverty, distress &nd suftering bave spread through
out the state; &nd the taxpayers bave been uofairly burdened with the cost 
of supporting able-bodied workers laid off by their employers until such time 
as they would &pin be needed. Farmers &nd rura1 communities, particularly, 
are unjustly burdened with increased taxation fur the support of industrial 
workers at the very tiotes when agricuIturaJ incomes are reduced bY Iadt of 
purchasing power in the urb&n markets. In years of prosperity, as well as 
depression, ezpenditures of private and public charity organizations for the 
re1ief of the unemployed &nd their families lIuctuate according to the 1Iuctua
tiona in unemployment; &nd in every period of aevere unemployment, private 
charity funds for the care of the unemployed are inadequate. Demands are, 
therefore, made &nd pressure exerted fur the appropriation of funds from the 
treasuries of IocaI &nd state governments. Increasing sums are appropriated 
&nd pajd out in the form of the "dole" in order that suftering &nd starvation 
may be avoided, thereby unduly increasing the ezpenditore of said govern
ments, making lUes unduly burdensome, &nd nnderminiDg and threatening 
to destniy the initiative, responsibility, seIf-reli&nce and self-respect of the 
individual unemployed &nd of their families 

b. As these grave dangers to the citizenship and to the state became in
creasingly evident, the general asaembly (Session of 1931) authoriud the gov
ernor to appoint a commission "to investigate the practicability and acJvig,. 

bility of setting up unemployment reaerves or insurance funds to provide 
apinst the risk of unemployment, &nd to recommend wbat form of JegislatioG 
if any may be wiae or suitable to Ohio ••• &nd which may seem to offer the 
best preventive remedy to avoid futore distreaa &nd suftering such as is being 
undetgone bY our c:itizeos who are unable to find work through DO fault of 
their own." This commission after extended investigations found and reported: 

'From !be Re",... of ,lie 0.., C __ "" "" U".,,,.,,,,,_ 1_1IIfU (1932), 
lIP. 67-&. 
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(I) That charities, both private and public, although helpful, are 
inadequate, inappropriate, unscientific methods of dealing with the 
distress of capable workers who are unemployed through no fault of 
their own; 

(.) That public charitable support for such able-bodied unemployed 
and their families is unwise and unsound as a public policy because i~ 
means the payment of doles from public treasuries;makes such relief 
and doles a political issue, resulting in burdensome increases in gov
ernmental expenditures and weakening of the morallibre of the popu
lation; 
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u) That lack of voluntary provision by businesses, corporations 
and individuals for the eventua1ity of unemployment, and the exhaus
tion of such savings as are provided, bring about an unfair and unjust 
distribution of the inevitable costs of unemployment; that industry 
and commerce are relieved of the expense of maintaining their labor 
reserves, and this expense is met partly by diverting charity funds 
from the lick, the maimed, the mentally and physically defective, 
the widowed women and the orphaned children for whom such charity 
funds are properly intended, but mainly by shifting the burden to the 
tu:payers, and to landlords, grocers, butchers and other tradesmen 
who are under the necessity of carrying the unemployed; that in addi
tion, great numbers of city industrial workers are forced out into the 
rura1 districts to live on their farm relatives or to produce agricultural 
commodities in competition with farmers who are a1ready suffering 
from low prices caused by over-aupplied markets; 

(4) That, in spite of all such provisions for dealing with distress 
from unemployment as have been made, many families have been 
broken up and children taken from their parents to be placed in insti
tutions and foster homes because of lack of employment of the bread
winners; other thousands are left without adequate food, clothing 
and shelter, and are forced to beg for the same in soup kitchens, bread 
lines, public relief depots and public lodging houses; that in many 
communities these conditions have Jed to protest demonstrations ao
c:ompsnied in some cases by rioting and violence; 

(5) That these dangers to the peace, safety and health of the com
munities of the state are aggravated by the fear of those who have 
employment that they too will soon be without work and without 
resources, who therefore contract their purchases, which action in 
tum is reflected in additional unemployment and further n:ductlnns 
in consumption; 

(6) That these dangers and fears cannot be avoided unless fore
sighted provision for the unemployed and their families is made in 
times of plentiful employment on a comprehensive sca1e by industry 
and c:ommerce, as well as by individuals, in the form of compulsory 
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insurance that will be state-wide in scope; that IUch insurance Is the 
only method by wbich the number and the need of tbe employed can 
be accurately known and tbe available opportunities for re-employ
ment reliably ascertained; and that such insurance, to wbich employ_ 
as well as employen contn'bute, Is the moat satisfactory metbod of 
avoiding distress from unemployment and preventing tbe weakening 
of individual character, self-reliance and self-respect. , 

c. In view of tbese findings of fact, the considered judgment of the general 
assembly is that the compelling power of the state must be used to secure the 
thrift and foresight that are necessary on tbe part of the wbole working popu
lation, to induce industry and commerce to bear their fair ohare of tb. COlt 
of idle labor as tbey do of idle property, and to eatab1isb, maintain and operate 
tbe system of unemployment insurance hereinafter provided for. 

Section •• UNEMPLOYMENT INSURANCE FUND. 

a. There is bereby cnated an unemployment insurance fund (hereinafter 
ca1led the fund) to be administered by the state of Obio witbout liability on 
the part of the state beyond tb. amounts paid into and earned by the fund. 
This fund sball consist of all premiums and money paid into and m:eived by 
the fund as provided by this act; of property and aecurities acquired by and 
tbrough the use of moneys belonging to tbe fund; and of interest earned by 
tbe fund. The fund sball be used to pay benefits as provided by this act, tbe 
entire COlt of administration including salaries, tbe COlt of pubW: employment 
bureaus and all otber ezpenditures necessary for tbe proper execution of tbe 
provisions of this act. 

b. Custodian. The _ of tbe state sball be tbe custodian of the fund and 
all disbursements therefrom sball be paid by him upon vouchen authorized 
by tbe unemployment insurance mmmissi"1l bereinafter provided fur, and 
signed by any two memben thereof; or, such vouchen may bear the facsimile 
signatures of tbe membera of the mmmiBBio" printed thereon, and the signature 
of tbe deputy or otber employee of the commissiO'l charged witb the duty of 
keeping the acmunt of the fund and witb the preparation of vouchen fur the 
payment of benefits to the peraons entitled thereto. The _ of atate 
sball give a separate and additional bond, in ouch amount as may be fised 
by tbe govaoor, and witb aureties to bia applUVll!, conditioned fur the faithful 
perfcmnance of his duties as custodian of the fund. Such bond sball be deposited 
witb tbe oecmary of state and kept in his office. 

c. Deposits. The treasurer of state is bereby autborized to deposit any 
portion of the fund not Deeded fur i""""<liate uae, in tbe same IIWIII<2" and sub
ject to all piOvisious of law witb respect to tbe deposit of atate lunda by tbe 
treasurer; and all intenolt earned by such portion of the fund as may be de
posited by tbe state treasurer in p1IIBOaIICe of authority herein given, sball be 
c:ollerted by him and plaoed to tbe cndit of tbe fund. 
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d. Investments. The commissio'1 shall have the power to invest any of 
the surplus or reserve belongiug to the fund in securities as follows: 

(I) Bonc1s or other obligatioll5 of the United States or of the state 
of Ohio; 

(.) Bonc1s or other interest bearing obligatioll5 of any county, city, 
village, school district or other legally COll5tituted political taxing sub-' 
division within the atate of Ohio, provided such county, city, village, 
school district or other subdivision baa never defaulted in the payment 
of the principal or interest of any of its bonc1s or other interest bearing 
obligatioll5; 

U) Any bonc1s issued by any bank, organized under the provisioll5 
of the Act of Consresa, known as the Federal Farm Loan Act, approved 
July 17, 1916, and amendments thereto; 

that all securities SO purchased shall forthwith be placed in the possession of the 
treasurer of atate. The treasurer of state shall honor and pay all vouchers 
drawn on the fund by the commi .. io'1 for the payment of such securities upon 
delivery of said securities to him, provided there is attached to such vouchers a 
certified copy of a resolution of the commission authorizing the purchase of such 
securities. The commission may sell any of said securities and the treasurer of 
atate shall make delivery thereof upon like resolution, and the proceeds of any 
auch &ale shall be paid by the purchaser to the treasurer of state upon delivery 
of IBid securities. 

Section 3. PREMIUMS. 

L On and after the fust day of January, 19340 premiums for insurance in the 
fund shall accrue and become payable by every employer and employee subject 
to this act and in accordance with its provisions. All premiums payable to the 
fund shall be paid to the commissil)n, at such times and in such manner as the 
commiuion shall prescn"be, and shall promptly be paid over by the commission 
to the treasurer of atate who shall credit same to the fund. 

b. Employers' Premiums. Every employer subject to this act shall in 
the month of January, 19340 and thereafter at such intervals as the """mission 
may determine and require, pay into the fund the amount of premiums hed by 
this act, and by the commission as authorised by this act, for the' omployment 
or occupation of the employer. Until January I, 1937, the contributions or 
premiums zegularIy payable by every omployer into the fund shall be an amount 
equal to two per cent per annum of his payroll. Thereafter the premium to be 
paid by each employer shall be determined by the classification, rules and rates 
made and published by the """mission; and every employer shall thereafter 
pay at rqular intervals hed by the """mission such premiums into the fund 
as may be ucertained to be due Uom. him by app1ying the rules of the ........ 
mission; provided that the premium for an employer shall in DO case amount to 
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less than one per cent per annum or more than three and one-half per cent per 
annum of such employer's payrolL 

c. Classifications of Employments. For the purpose of establishing the 
premiums to be paid by employers on and after January I, 1937, the commis
sion shall investigate, group and c1assify employments, industries and occupa
tions with respect to the degree of the hazard of unemployment in each, shall 
determine the risk of unemployment on the basis of the employment record 
and the fiuctuations in the payroll of each employer, and shall fix the rate of 
premium to be paid by each employer on an actuarial ratiog at the lowest 
possible figures consistent with the maintenance of a solvent insurance fund 
with reasonable reserves and surplus, but within the limitations of JDUimum 
and minimum rates of contribution by employers stipulated in Section 3b. 
The commission shall have the power to apply that form of rating system 
which, in its judgment, is best calculated to merit or individually rate the risk 
most equitable for each employer, predicated upon the record of employment 
and the fiuctuation in payrolls of such employer, and to encourage the preven
tion of unemployment; and shall develop fixed and equitable rules controlling 
same. 

d. Self-insuring Employers. When the necesnry investigations to establish 
risks of unemployment and classifications of employment aa provided in the 
preceding paragraph have been made, and when premiums baaed on a merit 
rating system aa therein prescribed have been fixed and published, the com
mission shall prepare a special report to the legislature on the question whether, 
in its judgment, it is desirable or not to permit individual employers to carry 
their own insurance against unemployment and to pay the benefits prescribed 
by this act directly to their unemployed employees without insuring such 
payments in the unemployment insurance fund. The statistical and other 
evidence on which the commission bases its judgment in the aaid special re
port shall be submitted with the report, together with recommendations of 
measures necessary to safeguard the contributions of employees, aa .. ell aa 
to guarantee the benefits to be paid by employers in the event that self-insur
ance is permitted. 

e. Employees' Premiums. Every employee .. hose employment is subject to 
the provisions of this act shall pay into the fund a sum equal to one per cent 
of all wages received by him in such employment, and the employer shall 
deduct such amount and shall pay the same into the fund under such reguIa
tions and at such intervals aa the commission may determine and require. 
No agreement by an employee to pay any portion of the premium, or other 
payment required to be made by his employer for the purpose of providing 
benefits, shall be valid; and no employer shall make a deduction for such pur
pose from the wages or saWy of any employee. But nothing in this act shall 
affect the validity of voluntary arrangements by which employees individually 
or colJectively agree to make contributions for the purpose of securing benefits 
in addition to those provided by this act. 
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Section 4. BENEFITS. Every employee who has contributed to the fund 
the premiums provided for in this act shall be eligible to receive benetits as 
compensation for loss of wages due to total or partia1 unemployment, and 
benefits sball be paid by the commission in the amounts and subject to the 
conditions stipulated in this act. 

a. Qua1itications. No employee shall be entitled to any benefits unleSs he 
or she -

(r) has been employed by employers subject to this act and has 
paid the premiums provided herein for a period of not less than 
twenty-siz weeks within the twelve months preceding the date of 
the application for benetits, or unless he has been so employed and 
paid said premiums for a period of forty weeks during the two years 
preceding date of application; 

(.) is capable of and available for employment, and unable to ob
tain work in his usual employment or any other employment for 
which he is reasonably titted including employments not subject to 
this act, or is suffering loss of wages by reason of partia1 unemploy
ment amounting to more than forty per cent of his average weekly 
wages; 

(J) has registered at an employment office or other registration 
place maintained or designated by the oommjssion, or has otherwise 
notified the commission of his unemployment in accordance with its 
rules respecting notification. 

b. Disqua1itications. No benefits shall be payable to any unemployed em
ployee who has lost his employment or has left his employment by reason of 
a strike or lockout in the estab1isbment in which he was employed, as long as 
such strike or lockout continues; or whose unemployment has been directly 
caused by an act of God; or who becomes unemployed by reason of commit
ment to any penal institution; or who fai1s or refuses to report to the com
mission or its designated agencies from time to time as required by its rules; 
or who refuses to accept an offer of employment for which he is reasonably 
fitted. Provided, however, that no unemployed employee otherwise qualified 
to receive benefits shall lose the right to benefits by reason of a refusal to 
accept employment if 

(I) acceptance of such employment would deny to such employee 
his right to refrain from joining a labor organization or his right to 
retain membership in and observe the lawful rules of a labor organiza
tiOD; or 

(.) there is a strike or lockout in the establisbment in which the 
employment is offered; or 

W the employment is at an _able distance from his resi
dence, having reprd to the cIwacter of the work be bas been aocu!>-
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tomed to do, and travel to the place of employment involves ezpeDIe 

substantiaJly greater than that required for his former employment, 
unless the ezpeDIe be provided for; or 

(4) the wages, hours and conditions offered are substantially leu 
favorable to the employee than those prevailing for similar work in 
the locality, or are such as tend to depress wages or working conditions. 

c. Waiting Period. (r) An employee suffering total unemployment sba1l be 
eligible for benefits for unemployment occurring subsequent to a waitiog 
period of three weeks and no benefits sba1l be or become payable during this 
required waiting period; but no more than three such weeks of waiting period 
sba1l be required of any employee in any twelve months in order to establish 
his eligibility for total unemployment benefits under this act; except that 
employees who have been discharged for just cause and those who have vol
untarily quit their employment without just cause, and thereafter are unsble 
to secure other employment, sba1l have a waiting period of sis weeks during 
which no benefits shall be payable. 

(.) An employee suffering partial unemployment shall be eligible for bene
fits for each week of such partial unemployment after a waiting period such 
that the loss of wages in such partia1 unemployment is equal to three weeks 
of total unemployment. No benefits sba1l be or become payable !Dr this re
quired waiting period, but no more than a total of three weeks in any twelve 
months shall be required as a waiting period !Dr any such employee. 

u) The waiting period both for total and !Dr partia1 unemployment sba1l 
commence on the day the employee registers as unemployed at an employ
ment 01lice or other place of registration maintained or designated by the 
commissio'l or on the day that he has otherwise given notice of his unemploy
ment in accordance with the rules of the CC'IIImi"';on. 

d. Amount of Benefits. Benefits shall be payable on account of each week 
of total unemployment after the specified waiting period at the rate of fifty 
per cent ~ the employee's average weekly wages as shown by premiums paid 
by him, but not to exceed a nwWnum of fifteen doDan per week. In cases of 
partia1 unemployment where by reason of part-time employment there is 
loss of wages amounting to more than forty per cent of weekly wages, benefits 
sba1l be paid as in cases of total unemployment, except that the amount of 
such benefits shall be as follows: 

where part time employment results in loss of weekly wages in _ of 
40% but less than 55%, benefits sba1l be 10% of average weekly wages 
55% "if "700/'0, " " "200/0 "" II II 

70% "" "850/0, " " "30% "" " " 
8s%or~ "" "40%" " " " 

In cases where average weekly wages amount to more than $30 per 
week, these pen:entages sbaII be calculated on the basis of $30. 
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e. Limitations and Adjustment of Benefits. The total benefits to which an 
employee shall be entitled in any consecutive twelve months whether for 
partial unemployment or total unemployment, or partial and total unem~ 
ployment, shall not exceed sixteen times his benefit for one week of total un
employment. In the event of general and extended unemployment such that 
the reserve of the fund is reduced below a proper actuarial basis, the com
mission shall have authority to declare an_emergency, and thereupon to ·bor
row funds from whatever source obtainable on the security of the resources 
of the fund, and/or to adjust the benefits; either in their weekly amount or 
in the length of time for which they should be paid, until such time as the 
fund is restored to a sound and actuarial basis. 

f. Benefits Suspended. When an employee eligible to benefits under this 
act becomes employed in an employment or by an employer not subject to 
this act, his right to benefits shall be suspended. U such employee becomes 
totally unemployed within six months of his employment by his last previous 
employer subject to this act, his right to benefits shall recommence upon 
registration and expiration of the waiting period. U an employee undertakes 
such uninsured employment during the three weeks waiting period it shall 
not alIect the running of such period if such employment continues for two 
weeks or less. 

g. Invalid Waiver and Assignment. No agreement by an employee to waive 
his right to benefits under this act shall be valid; nor shall benefits under this 
act be assigned, released or CXlmmuted, and such benefits shall be exempt 
from all claims of creditors and from levy, execution and attachment or other 
remedy for recovery or collection of a debt, which exemption may not be 
waived. 

h. Benefits in Seasonal Employment. Whenever in any employment it is 
customary to operate only during a regularly recurring period or periods of 
less than one year in length, then the rights to benefits shall apply only to the 
longest seasonal period or periods which the best practice of such industry or 
class of employment will reasonably permit. The commission shall ascertain 
and determine, or redetermine after investigation and due notice, such sea!KlDa! 
period or periods for each such seasonal employment. Until such determina
tion by the commissiQll, no employment shall be deemed sea!KlDaI. When the 
commission has determined such seasonal period or periods, it shall also liz 
the proportionate number of weeks of employment and payment Of premiums 
required to qua1ify for benefits in place of the 06 weeks stipulated in Section 
4 a-I, and the proportionate number of weeks for which benefits may be paid.: 

L Casua1 or Short-time Employment. Any employer desirous of employing 
additional employees for short-time _rk only, and without liability for 
premiums and benefits for such employees, may secure permission from the 
commissiQll for such employment, which shall thereupon be deemed casual 
employment and exempted from the plOYisions of this act. The commission 
shall make and publish rnIes governing the exemption of such casua1 empIoy-
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ment. But no such employment shaU be exempted from the provisions of this 
act by virtue of this section, unless express permission shaU have been granted 
by the commissiou, nor in any case if the employment shaU continue for a 
period of more than four weeks. 

Section s. ADMINISTRATION. This act .hall be Mmini.tered by the 
unemployment msuran"" commiaaion of Ohio. 

a. Unemployment Inauran"" Commission. (I) There ia bereby created an 
unemployment msuran"" commiaaion of Ohio, to be composed of three mem
hera appointed by tbe governor with the advi"" and consent of the aenate. 
Not more than one of the appointee. to such commiaaion sball be & person wbo, 
on account of his previous vocation, employment or affiliations, can be classed 
as & representative of employers, and not more than one of such appointee. 
shaU be a person who, on account of his previous vocation, employment or 
affiliations, can be classed as a representative of employeea; and not more than 
two of the members of said commission shaU belong to the same politkaJ party. 
No commissioner shaU hold any position of trust or profit, or engage in any 
oa:upation or business interfering or inconsistent with his duties as a member 
of said commission; and no commissioner shaD serve on any committee of any 
political party. 

(0) The memhera of the amunission shall be appointed by the governor 
within thirty days after the date this act becomes eJJective; one of which 
memhera shall be appointed for the term of two years; one member £Dr four 
years; and one member for six years; and thereafter as their terms expire the 
governor shall appoint one member for the term of six years. Vacancies ahaD 
be 1ilIed by appointment by the governor for the unexpired term. The governor 
at any time may remove any member of the commission £Dr inefficiency, neglect 
of duty, malfeasance, misfeasance or nonfeasanc::e in office. 

u) Eadl of the memhera of the awnmission ahaD re<eive an annual aaIary 
of six thousand dollars, payable in the same manner ... the salaries of other 
&tate of&a:rs ...., paid. Before entering upon the duties of his ofIia!, each mem
ber ahaD take the constitutional oath of ofIia! and ahaD swear or afIinn that 
he holds no position upon any committee of & poIitkaJ party, which oath or 
aflinn·tion shall be filed in the office of the governor. Eadl member of the 
commission ahaD give a bond in the sam of ten thousand dollars, which bond 
ahaD be appIovtd by the governor and filed witb the treasurer of &tate. AD 
employees or deputies of the commission receiving or disbuning funds ahaD 
give hond to the &tate in amounts and with ourety to be lIPPiovtd by the 
nwnmissicm. 

(4) The commiosiou shall c:hooae one of its memhera ... chainnan. A ..... 
jority of the awnmission shall constitute a quorum to traDoad ~ No 
wcaDcy shall impair the rights of the remaining commisoionen to azn:ioe 
an of the powers of the commission, 10 long .. a majority muain. Any in
wstiption, inquiJy or bearing whidl the commission is autboriztd to hold or 
undertake may he held or undertakaa by or befme any one member of the 
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commission, or by or before one of its deputies, and every order made by a 
member thereof, or by one of its duly authctrized deputies;~when approved and 
confirmed by a majority of the commissioners, and so shown on its record of 
proceedings, shall be deemed to be the order of the commission. 

(5) The commission shall keep and maintain its principal office in the city 
of Columbus, and IUch branch offices in other cities of the state as it may find 
necessary, and shall provide suitable rooms, equipment, supplies, bopks, peri
odicala and mapa for the same. • • • The commission may hold sessions in 
any place within the state of Ohio. 

b. Duties and Powers of the Commission. In addition. to all other duties 
imposed on the commissiQn and powers granted by the provisions of this act, 
the commission shall have full power: 

(I) To adopt and enfOIte reasonable rules and regulations relative to the 
exercise of its powers and authority, and proper rules to govern its proceedings 
and to regulate the mode and manner of all investigations and hearings; to 
prescribe the time, place and manner of making claims for benefits under this 
act, the kind and chalacter of notices required thereunder, the procedure for 
investigating, hearing and deciding claims, the nature and extent of the proofs 
and evidence and the method of taking and furnishing same to establish the 
right to benefits, and the method and time within which adjudications and 
awards sha1J be made; to adopt rules and regulations with respect to the col
lection, maintenance and disbursements of the unemployment insurance funds; 
and to amend and modify any of its rules and regulations from time to time 
in IUch respects as it may find necessary or desirable; 

(.) To employ secretaries, deputies, accountants, superintendents of em
ployment districts and offices, clerks, stenographers and other assistants as 
may be required for the administration of the provisions of this act, and to 
deteImine their salaries and duties; 

(s) To create IUch employment districts and to establish, maintain and 
operate such free employment offices and branch offices as may be necessary 
to provide for the I'e8istration of unemployed persons, for placillg them in 
available employments, and for the proper administn.tion of this act; 

(4) To appoint advisors or advisory employment committees, by local dis
tricts, or by industries or for the whole state, who sha1J without compensation 
but with reimbursement of necessary expenses assist the commission in the 
execution of its duties; 

(s) To require all employers, including employers not otherwise subject to 
the provisions of this act, to furnish to it from time to time information am
cerning the amount of wages paid, the number of emp\oyees employed, the 
regularity of their employment, the number of employees hired, laid off and 
c:1isclwt!ed from time to time and the reasons therefor, and the numbers that 
quit w1untarily; and to require such employers to &ive other and further 
information respecting an.y other facts required for the proper .dministration 
of this act; 
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(6) To classify generally industries, businesses, OCCUpatiODl and employ
ments, and employen individually, as to the hazard of unemployment in each 
business, industry, occupation or employment, and as to the particular hazard 
of each employer, having specia1 reference to the conditiona of regularity and 
irregularity of the employment provided by such employer and of the lIuctua.
tions in payrolls of such emploYer; 

(7) To. determine, within the limits provided by this act, the premiurna 
rates upon employen subject to this act; and to provide for the levy and 
collection from all emploYees and employers subject to this act, of the premiurna 
required for tbe maintenance of the unemployment insurance fund; 

(8) To receive, hear, and decide claims for unemployment benefits, and to 
provide for the payment of such claims as are allowed; 

(9) To promote the regu1arization of employment and the prevention of 
unemployment; to encourage and assist in the adoption of practical metbocIs 
of vocational training, retraining and vocational guidance; to investigate and 
recommend and advise and assist in the estsblishment and operation, by 
municipalities, counties, school districts and the atate, of prosperity reoerves 
of public works to be prosecuted in times of husineso depression and unem
ployment; to promote the re-employment of unemployed worken throughout 
the state in any olber way that may be feasible, and to take all appropriate 
steps within its meano to reduce and prevent unemployment; and to these 
ends to carry on and pub1isb the results of any investigationa and reoearch 
which it deems re1evant. 

All duties and powen of the department of industrial relationa and of the 
industrial commission relating to the establishment, maintenance and 0pera

tion of free public employment o1Iices, and particu1arly tbooe power8 granted 
to the industrial commissi"" for such purposes under the proviaiona of Section 
871-22 (9) of the geneJal code, are hereby transferred to and vested in the 
unemployment insurance commissiou of Ohio. 

Co Publication of RuIes and ClassiJicationa. The commissiou sbaIl cause 
to be printed in proper form for distribution to the public its cl .. ejfi",tiona, 
rates, rules, regulations and ruIeo of procedure and sbaIl fornish the same to 
any person upon applicstion therefor; and !be fact that such daWfiC'lltiona, 
rates, ruIeo, regulations and ruIeo of procedure are printed ready for distn'bu
lion to an who apply for !be same, sbaIl be a .. d!jcieM. publication of !be 
same as required by this act. 

d. Duties of Employers. (I) Every employer sbaIl fornish !be commiosim 
upon ""IlleSt an information required by it to carry out !be purposes and pro
Yisioos of this act. Every employer receiving from !be commi-ioa any blank, 
with direction to liII out !be same, shaD cause !be same to be Ploperiy liIIed 
out .. as to answer fully and correctly an questions therein piOPOUiIded, and 
to famish all !be information therein sought, or if unable to do .. , be sbaIl 
give the mmm ....... in writing good and ."fficient .......,.,. for such falIure. 

(2) The commission may require that the information herein reqnired to be 
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furnished shall b. verified Under oath and returned to the commission within 
the period fixed by it or law. The commission or any member th.reof, or ·any 
penon employed by It for that purPOse, shan have the right to .... mine under 
oath any employer, or the offioer, agent or employee thereof, for the PUrP0ge 
of asoertaining any information which such employer is required by this act 
to furnish to the commission. Any employer who shall fail or refuse to furnish 
such information as may be required by the commission under authority of 
this section, shall be liable to a penalty of five hundred dollars, to be collected 
in a civil action brought against said employer in the name of the state. All 
IUch penalties, when collected, shall be paid into the fund and become a part 
thereof. 

(J) The information furnished to the commission by employers in pursuance 
of the provisions of this section, shall be for the exclusive use and information 
of the commission in discharge of its duties, and shall not be open to the public 
nor be used In any court in any action or proceeding pending therein unless 
the oommiMion is a party to such action or proceeding; but said information 
may be tabulated and published in statistical form, for the use and information 
of the state departments and the public. Any penon in the employ of the 
commisoion who shall divulge any information secured by him while in the 
employ of the commission In respect to the transactions, property, business 
or mechanical, chemical or other Industrial processes of any person, firm, 
corPOration, association or co-partnership, to any penon other than the mem
bers of the commission, shall be fined not less than one hundred dollars, nor 
more than one thousand dollars, and shall thereafter be disquali1ied from 
holding any appointment or employment by the commi""ion. 

(4) Every employer shall keep a true and accurate employment record of 
all his employees, whether qualified and eligible to benefits or not, and of the 
hours worked by each such employee and of the wages paid to each, and shall 
furnish to the commisoion upon demand a sworn statement of the same. Such 
record shall be open to inspection by the commission or its authorized rep1'&
sentatives at any ressonable time. 

(5) It shall be the duty of each member of a firm, and of the president, 
secretary, general manager and managing agent of every corporation subject 
to this act, to cause such firm or corPOration to comply with the provisions of 
this act, and any person or any member of such firm or any offioer of such 
corporation referred to In this section who shall neglect or fail to comply with 
the provisions of this act relating to the making of reports and the payment 
of premiums to the fund shall be guilty of a misdemeanor and upon conviction 
thereof shall be fined not more than five hundred dollars and the costs of 
prosecution. Such fine wben collected shall be paid to the commission and 
placed in the fund. Each day's refusal on the part of such person, members of 
such firm or offi.oers of such, to comply with the provisions of this act, after 
IlOtia: to said person, firm or corporation from the commission to comply with 
same, shall be deemed a aepuate oIfeDse and be p1IDished as herein provided. 
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All courts exercising jurisdiction in cases of misdemeanor, including justiceo 
of the peace, shall bave final jurisdiction of offenses under this section. 

e. Duties of Employees. Every employee whether totally or partiaDy un
employed, in order to qualify for benefits under this act, must give notice 
of his unemployment by registering at a public employment office maintained 
by the commission, or in such other manner and within such time as the ruIea 
and regulations of the commission may prescribe. Thereafter he shall give 
notice of the continuance of his unemployment as frequently and in luch 
manner as the commission may prescribe. 

Section 6. ADJUDICATION OF CLAIMS FOR BENEFITS. 

a. CJaims for benefits shall be filed with the superintendent of the public 
employment office for the district in which the claimant is or was last em
ployed, or with a deputy of the commission designated for the pwpoae. Such 
cJaims shall be in such form and shall be filed within such time and in aucb 
manner as the ru1es of the commission shall preacribe; and Mid ruIea shall 
also prescribe the form and manner of allowing or disallowing cJaims for 
benefits in the first instance, and the method and manner of aerving notice 
of disputed or contested c1aims, of bearing and deciding the Mme, and of 
appealing and deciding appeals on aU c1aims tbat are disputed or contaled. 
The commissiou may provide for the hearing of disputed or contested c1aims 
by \ocal boards consisting of one employer or repreaentative of employera, 
one employee or representative of employees, and one peraon who is neither 
an employer nor an employee nor a representative of either. The memberl 
of such boards shall be appointed by the commission, and the commisaion shall 
make ru1es for the proceedings before such boards and for review or rebearing 
by the mmmi .... on or by any commissioner or deputy authorized to hear or 
review c1aims under ru1es adopted by the commissi ..... as provided in this act. 

b. Each member of the commission, its secreta!y and aU deputiel, or any 
duly authorized representative of the commissiou shall for the pwpoae con
templated by this act, have power to administer oatba, certify to o1Iicial _, 
take depositions, issue subpoenas, compel the attendance of witnelllel and 
production of books, accounts, papera, records, documents and testimony. 

Section 7. VIOLATIONS AND PENALTIES. If any employer, employee 
or other peraon shall violate any of the provisioas of this act or shall do any 
act probibited by this act or shall fail or refuse to perform any duty lawfully 
enjoined, within the time prescribed by the commission, for which DO penalty 
bas been specfficaJly provided, or fail, Deg\ect or refuse to obey any lawful 
order given or made by the cmnnission, or any j"dgment or decree made by 
any aJUrt in connection with provisionl of this act, for each aucb violation, 
failure or refusal aucb employer, employee, or other peraon shall be fined DOt 
loss than fifty dollars, nor more than one thousand doDan for the lint off"""" 
and DOt loss than one hundred IlOl" more than five thousand doDan for each 
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subsequent offense. Every day during which any person, persons or colpOra
tion, or any officer, agent or employee thereof shall fail to (lbserve and comply 
with any order of the commission or to perform any duty enjoined by this 
act shall constitute a separate and distinct violation of such order or section 
of this act, as the case may be. 

a. Procedure in Cases 01 Violation. (I) u the commission finds that any 
person, firm, colpOration or association is, or bas been at any time alter Jan
uary I, 1934, an employer subject to the provisions of this act and bas failed 
to comply with the provisions of this act, it shall determine the period during 
which he or it was such an employer, which finding and determination shall 
for all PUlpOse8 of this act be prima facie evidence thereof. The commission 
shalliorthwith give notice 01 said action to the employer who shall immediately 
thereafter lurnish the commission with a payroll covering the period included 
in said finding, and shall forthwith pay into the fund the amount of premium 
determined and fixed by the commission. 

(.) U said employer laiIs, neglects or refuses to lurnish such payroll and 
pay the premium lor such period within ten days alter receiving such notice, 
the commission shall then determine the amount of premium due from said 
employer for the period the commission found him or it to be subject to this 
act, and shall notify said employer 01 the amount thereol and shall order the 
same paid into said fund. U said amount is not paid within ten days alter re
ceiving notice, the commission shall certify the same to the attorney general, 
who shall forthwith institute a civil action against such employer in the name 
01 the state for the collection of such premium. In such action it shall be suffi
cient for the plaintiff to set forth a copy 01 the finding 01 the commissi9n rela
tive to such employer as certified by the commission to the attorney general 
and to state that there is due to plaintiff on account of such finding of the 
commissi')n a specified sum which plaintiff claims with interest. A certified 
copy of such finding relative to such employer shall be attached to the petition 
and shall constitute prima facie evidence of the truth of the facts therein con
tained. The answer or demurrer to such petition shall be filed within ten days, 
the reply or demurrer to the answer within twenty days, and the demurrer to 
the reply within thirty days alter the ",tum day of the summons or service 
by publication. All motions and demurrers shall be submitted to the court 
within ten days alter the same are filed. As soon as the issues are made up in 
any such case, it shall be placed at the head of the tria1 docket and shall be 
first in order of tria1. 

u) Unless said employer shall, within the ten days last aforesaid, ezecute 
a bond to the state, in double the amount so found and ordered paid by the 
cnmmjssion, with sureties to the approval of the commigsjon. amditioDed that 
he or it shall pay any judgment and cost rendered against him or it for said 
premium, the court at the time of filing cl the petition, and without notice, 
shall appoint a receiver for the property and business cl sw:b employer.' 

'SectiOlll 40 5, " and. , are omitted. 
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b. Jurisdiction of Commission. The commissi01l shall have full power and 
authority to hear and determine alI questions within its jurisdiction, and Its 
decisions thereon in each daim shall be 1inal. Provided, however., that any 
employer or employee aggrieved by an order or decision of the commission 
may, within fifteen days therefrom, appeal such order or decision to the court 
of common pleas of the county wherein said appellant is resident or was lut 
employed; and said appeal shall be heard upon a transcript of the proceedings 
before the commission and said order shall not be modified or reversed unless 
said cOurt shall find, upon consideration of the record, that it was unlawful or 
unreasonable. Either party shall have the right to prosecute error from the 
court of common pleas as in other civil cases. 

Section 8. DEFINITIONS. As used in this act: 
a. II Commission tJ means the unemployment insurance c:ommjui0D of Ohio. 
b. "Employer," except where the context clearly shows otherwise, means 

any person, partnership, firm, association or COIpOration who (which) has throe 
or more persons employed in any employment subject to this act. It shall not 
include the state of Ohin &8 an employer, nor any municipal or public corpora
tion, nor any political subdivision; nor any farmer; nor any person, partner
ship, firm, association or cotpOration to which this act may not apply by 
reason of any provision of the constitution of the United States or any act of 
Congress. 

c. "Employee," escopt where the contest clearly shows otherwise, meaDI 

any person, including aliens and minors, employed fur hire by an employer 
in an employment subject to this act, except a person whose employmeot is 
not in the usual course of the trade, business, profesaion or occupation of the 
employer, and except further any person employed at other than manual 
labor at a rate of remuneration of two thousand dollars a year or more. 

d. "An employmeot," except where the context clearly shows otherwise, 
means any employment in which all or the greater part of the employee'. 
work is performed within the state of Obio, under any contract of hire, espreII 

or implied, oral or written, including all contracts entered into by heIpen and 
assistants of employee, whether paid by employer or employee, if employed 
with the knowledge actual or constructive of the employer; and shall include 
any trade, occupation, profesaion or proce!II of manufacture, or any method 
of carrying on said trade, occupation, profesSion or method of manufacture 
in which any person may engage; escept that fur the purpose of this act it 
shall not include: 

(I) Employment &8 a farm laborer. 
(2) Employment in the pencmal or domestic service of aD em

ploya- at his home. 
(}) Employment in the service of a common carrier encased in 

interstate aJIIIIIIeIte, subject to the laws of Congress and ouperviIion 
of interstate amunen:e nxnmi-ima. 
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(4) Employment by any governmental unit, or municipal or public 
corporation, or any political subdivisionj or in any ~ployment in a· 
private or parochial school or college where tbe contract of bire is on 
an annual salary basis. 

(5) Employment as a short-time or casual laborer for a period of 
less tba.n four weeks, provided that where such short-time or casual 
labor is employed during four successive weeks or more, it shall be 
deemed an employment within tbe scope of this act. 

e. "Benefits" means money allowances payable to an employee as insurance 
or compeD88tion for losses of wages due to unemployment as provided in 
tbis act. 

f. "Wages" means what is customarily meant by tbe term, tbe money rate 
at which tbe employee is recompensed under the contract of bire, except that 
it shaIl include commissions and bonuses and tbe reasonable value of board, 

o rent, housing, lodging or simiIar advantages received from tbe employer. 
I. "Average Weekly Wages" means tbe weekly earnings that an employe 

subject to this act would average if he were employed full time, i. e. tbe full 
number of scheduled or customary working hours per week in tbe employ
ment or employments in which he is or W88 engaged prior to applying for 
benefits under this act. The commi ... lon shall make suitable rules for tbe p1Jl'o 
pose of calcuIsting tbe average wages on the basis of which benefits under the 
act are to be paid, and for this purpose may average full time earnings over a 
period of three months or more in order to include reasonable proportions of 
busy and slack. weeks, and may adopt such metbod or metbods of calcuIsting 
tbe said average weekly wages 88 may be suitable and reasonable under this act. 

h. "Payroll" means and shaIl include all wages, salaries and remuneration 
paid to employees subject to this act. 

l "Total Unemployment," except whe ... tbe context clearly shows otb .... 
wise, means tbe condition caused by tbe inability of an employee, who is 
capable of and available for employment, to obtain work in his usual employ
ment, or in anotber employment for which he is teIISOIII.bly fitted, and .. hose 
lad of employment causes total loss of wages. 

j. "Partial Unemployment" means part-time employment tesulting in Ioss 
of wages amounting to forty per cent or mOte of an employee's average weelr.ly 
wages. 

Section 9- MISCELLANEOUS PROVISIONS. 
a. This act shall talr.e effect upon its passage and publication, but none of 

tbe premiums provided for shall be payahIe by employers or employees nnti! 
on and after January I, 1934-

b. The entite cost of the .c!minis\ration of this act, incIndiog salaries, cost 
of public employment bureaus and otber apenditures required. shall be paid 
upon wuchers of the cmnmi .. ion out of the unemployment insurance fund. 
The cmnmissi..n shall set up a separate account in the fund, not to exceed liz 
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per cent of the total annual income of the fund, to be known as the admin
istrative account, to which all ezpenditures for the administration of thio act 
sbaJl be cIwged. Until ]anwuy I, 19340 the expense of the unemployment in
surance commission in carrying out the provisions of thio act sbaJl be paid 
out of the general revenue of the ltate not otherwise appropriated. Such n
penae sbaJl not e>:ceed fifty thousand do\Jara, and the amount 10 ezpended sbaJl 
be returned to the general revenue fund from the unemployment insurance 
fund not later than ]anwuy I, 1935. 

c. The aectiona of thio act and every part of such aectiona are hereby de
clared to be independent sectiona and parte of sectiona, and the bolding of 
any section or part thereof to be void or ine1fective &ball not effect any other 
section or part thereof. 
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THE TEXT OF THE REPORT ON UNEMPLOYMENT 
INSURANCE SUBMITTED BY THE EXECUTIVE 

COUNCIL TO THE 1932 CONVENTION OF THE 
AMERICAN FEDERATION OF LABOR1 

It would be desimble, were It pos81'b1e, to press for the enactment of one 
uniform measure for unemployment insurance applicable thrQugbout the United 
States. But, due to the provisions and limitations of the United States Con
stitution as intelpreted by the courtI, since the regulation of manufacture 
and industry lies primarily within the proVince of State rather than Federal 
activity, it II practically impos81'ble to enact c:on.stitutional Federal1egislation 
adequately providing for unemployment iIlsurance covering employes engaged 
in work in the dift'erent States. 

The American Federation of Labor, therefore, advocates the passII8e of 
unemployment insurance legislation in each separate State, and the supp1e
menq of such Stata legislation by Federal enactments; such, for instance, 
as bills covering employes engaged in interstate commerce or employed in 
the Dlltrict of Columbia or in Federal territories, or such as the bill recently 
introduced into Congress by Senator Waper, allowing eorporations substan
tial income-taz credit on their Federal income lazes for such paymenta as 
they have made under State laws toward the creation of unemployment 
reserves. 

It II evident that the locsl conditions of each State vary to such a marlted 
decree that it would be unwise, even were it p"""ible at the present time, to 
frame a single model bill to be enacted in every State. It is possible, neverthe-
1ess, to set forth certsin general fundamental principles and standards to 
"hich such State 1esislation should conform. The American Federation of 
Labor, after mature consideration and discussion, bas formulated the follo .... 
ing principles "hich should auldo in the framing of State nnemployment 
insurance bills: 

I. Every unemployment insurance act should contain spec:ific provisions to 
protect nnion members from being obliged to accept ..om contrary to tho 
rules and regulations of their organiations or employment nnder conditions 
such as tend to depress ..... or .....ting conditiOllS. 

•• Unemployment insurance Jeaislation in thiI country should be cuefully 

........ tile N .. ...... r-.. (Noftlllber II, 1931). TIao ..... vmtioII lIIbor .... 
donod tbis ftpOIt. 
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devised to promote its two primary objectives: (a) the stimulation of more 
regular employment, insofar as possible, and (b) the payment of unemploy
ment compensation to those who are temporarily out of work through In
dustry's failure to provide steady employment for its working foras. 

3. The American Federation of Labor advocates a Scheme of unemployment 
compensation made compulsory by law. Voluntary schemes are unlikely to 
pervade Industry generally, and are frequently open to other .. rious objec
tions. Only by compulsory legislation can workers be adequately protected. 

4. Since unemployment is to a certain _nt one of the Inevitable Incidents 
of production and must, therefore, be reguded as part of the Inescapable mat 
of Industry, it, like other """ts of Industry, sbouJd be paid by Industry itself. 
It therefore follows that, as a matter of principle, no part of the mntn"butions 
to support unemployment Insurana! should be paid out of the wages of labor, 
but the whole should be paid by management as part of the mat of production. 
The necessary funds should be raised as a charge on Industry. . 

The amount of such contn"bution must depend upon the local conditions In 
each State. A minimum contn"bution must be required suIlicient to cover (.) 
the building up of adequate reserves, (b) the mat of the benefits to be paid 
under the act and (c) the costs of administration. To cover these mats the 
American Federation of Labor believes that the mntn"bution rate sbouJd be 
not less than 3 per cent of the total payroll. 

The eoact percentage, however, must vary In dilferent States and will 
come to depend upon various actuarial data, which must be carefully coUected 
as a basis for such determination from the experience gained both before and 
after the passage of the act. 

The absence of complete data sbouJd not, however, prevent the paaaage of 
a law, sinI:e the liability of the fund is limited to the amount of the Income 
provided by law. As experience is aa:umuJated it will be poaaible to determine 
the Income necessary to provide the benefits decided upon In the law. 

s· At this time the American Federation of Labor deems it Inadvisable to 
take an irrevocable stand as between the plant reserves system of unemploy
ment Insurana! embodied In the W"1SClOIISin law and an insunmce system IUCh 
as is under consideration In Ohio and In QPer&tion In many European countries. 

Whatever plan is adopted, whether based on plant reserves or on a broader 
basis, we believe that it sbouJd be administered by the State and aD reserve 
funds held and Invested by the State. We are unalterably opposed to oompany
amtrolIed m>employment reserves and believe that withont State adm;nistra
tioD, plant RSerVes will prove but another .. company union" device. 

We "'" also of the opinion that, at Ieast at the outset, it is advisable to 
have but a singJe UDelDployment insurance fund (with, if a plant reserves 
system is adopted, separate aaxJIDJts for separate employers) and a flat rate 
of amtributions by employera regardless of the lndustJy In wbicb they may be 
mgaged. 

Later .... -after more accnrate data is obtained, oexupatioD, or enterprise 
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may be scaled according to the hazard of unemployment, but sullicient data 
are not now available to warrant such classifications at this time. 

6. Sound public policy requires that no insurance company in this country 
be aUowed to invade this new field of unemployment compensation. No in
surance company is aUowed under present State laws to write this class of 
insurance. The federation believes that this policy is wise and should in no 
case be abandoned. 

7. AU funds should be invested in Federal securities or in the bonds of State 
or municipalities such as beve never defaulted in the paymen~ pf principal or 
interest. • 

8. Insm:ance in general should cover temporary and involuntary unemploy
ment. Unemployment means the conditions caused by the inebility of an 
employe who is capable of and available for employment to obtain work in 
his usual employment or in another for which he is reasonably fitted. Nothing 
in the unemployment compensation act should require an employe to accept 
employment, nor should any employe forfeit his right to benefits under tbe 
act by refusing to accept employment under any or all of the following con
ditions: 

(a) In a situation vacant direcUy in consequence of a stoppage of work due 
to a trade dispute; 

(b) 11 the wages, hours and conditions offered are less favorable to the 
employe than those prevailing for similar work in the locality, or are such as 
tend to depress wages and working conditions; 

(c) 11 acceptance of such employment would abridge or limit the right of 
the employe either (I) to refrain from joining a labor organisation or ass0cia
tion of workmen, or (.) to retain membership in and observe the rules of any 
such organisation or association. 

(d) Workers who quit work without good cause or who are discberged for 
misconduct shaD not thereby forfeit benefits beyond a "",sonable period. 

9. The coverage should be as wide as possible. It should include clerical as 
well as manual workers. There are, however, certain classes of employment 
which it may be necessary to eW.ude from the general operatioD of the act, 
and th_ classes wiD vary according to local conditions. It would -... that 
the legislation should approzimate, insofar as practicable, the coverage of 
State workmen's compensation acts. As time goes on, the scope or coverage 
of the act may well be hroadened. 

10. The c1aim of employes to receive unemployment compensation as pro
vided under the act should be clearly recogniad as a legal right earned by 
previous employment within the State. Receipt of unemployment benefits shaD 
in no way entail loss of sWfrqe or other civil rights. Persons not legal residents 
of the State and thooe not dtiRns of the United States shaD not by reason of 
that fact be disqualified from receiving benefits. 

The amount of benefits to be paid and the number of weeks during which 
they shaD be paid must depend upon the local conditions in each S_ and 
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upon the amount of contnDutions paid into the fund. We are informed, for 
instance, that under the conditions prevailing in Ohio, a contn1>ution of " 
per cent of the total payroll makes is poss1DIe after a waiting period of three 
weeks per year to pay bene6.ta for a mazimum period of Iixteen weeks in a 
year based upon So per cent of the normal weekly wages, but not to esceed 
$.S a week. 

It seems advisable to restrict the payment of bene1ita to unemployment 
occurring after a specified waiting period. The length of this waiting period 
will materially affect the amount of the bene1ita wbich can be paid and the 
length of time during wbich they can be paid. 

Workers wbo are partially unemployed should receive unemployment c0m

pensation at a reduced rate. The ezact amount of the reduction will presum
ably vary in dilJerent States. We suggest that a fair principle would be to 
pay for partial unemployment the amount of the bene6.t wbich would be pay
able in case of total unemployment reduced by subtracting one-baU of the 
amount of the wages actua\Iy received. 

(a) The administration of the scheme of unemplDyment compeosation and 
the respolISIDiJity fur the keeping and investoIent of the unemp1Dyment fundi 
sbouId be in the bands of a State cornmissioo. This sbouId be either a special 
commission created for the spedlic pwpose or an already aisting State c0m

mission or departoIent of labor. 
(b) Both labor and management sbould bave a voice in the aclminiatration 

of unemplDyment insurance. Advismy committees compoaed of an equal num
. her of representatives of labor and ma.nagement will prove very nsefuI and, 

in some States, \ocal appeal boards similarly constituted will be found desirable. 
It sbouId be recognized, however, that workingmen can have genuine rep

resentation only tImmgh labor organizatio .... UDIeM labor can, in dect, 
tImmgh ilil organization aeIect ita own representativea, pretended .epr .... ta
tion is but a far= 

(c) The cost of the administration of unemp1Dyment cuwp',,,·tion sbou1d 
be met out of the unemployment fund itself. 

(d) The operation of emp\oyment ettbangra is dooely and vitally connected 
with the administration of unemployment insurance. The commiWon sboaId 
take over, supervise and espand pubJi<: employment ettbangra in States where 
these aIRady aist or in States where none aista sboaId create and operate 
such evhanges. 

(e) The administ;ration regulating the payment of beneata sboaId be de
centraliaed as far as poooible. Paymenta sbouId be made npon daimo praented 
tImmgh local agencies, atablisbed and supervised by the cuwmjopnQ and 
acting in dooe toopeJation with the pubIi<: employment of&cea. Appeals sboaId 
be allowed to a central authority. 

12. R.eguIarlzation of EmpIoymenL-The whole ocbeme sboaId be 10 c0n

strued as to indnce and stimulate .. far as P*'DIe the rquIari2ation and 
stabiliution of emp\oymenL This may be dfected in various poSbJe wa",; 
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88, for instance, by basing the amount of contn"butions payable upon some 
merit-rating scheme or in States not adopting an exclusive State fund by the 
estab1ishment of separate industry or separate plant fundS. 

This statement embodies within it certain standards and principles that we 
believe should be incoIporated in unemployment insurance legislation. We 
suggest, however, that a lIexible policy be pursued in all States and that un
employment insurance legislation be secured which will maintain the above 
standards 80 far 88 possible and yet which will accommodate itself to the vary
ing circumstances and conditionS in each State. It is essential that the protec
tion of the ri&hta of citizenship and of union membership be maintained in 
all acts. 

Pending the adoption of compulsory State insurance voluntary unemploy
ment schemes should be subject to State regulation. We therefore believe it 
vital that suitable legislation be enacted to provide for State supervision of 
all such plans, including 88 a minimum the deposit of benefit funds in separate 
trust accounts, whether or Dot such funds include payments made from 
employes. 
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