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Unemployment insurance is the principal income

program for workers who lose their jobs, however, it does not provide
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Because many different programs are operated for this purpose, they
tend to have a fragmented effect and leave many unemployed persons
with no income support. This study is an inquiry into the variety and
fragmentation of programs that provide income support, the extent to
which unemployment insurance should be expanded and improved, and how
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Foreword

This report is the fifth in a series of studies which the Institute has initiated
as part of a broad review of unemployment insurance and related issues in
income maintenance and manpower policy. The scope of this review is de-
scribed in the second report of this series, Unemployment Insurance Objectives
and Issues: An Agenda for Research and Evaluation, by Saul ]. Blaustein,
staff member, who is directing the project. Assisting him is an advisory com-
mittee composed of distinguished scholars and practitioners in the manpower

and social welfare fields. The composition of the committee is shown on the
facing page.

A list of the published reports in this series appears on the inside front
cover of this report. Most of the remaining reports will be published in
1971 and 1972. The Institute has planned about 24 studies for the series. It
has aiso planned a summary volume containing the findings of these studies
and their conclusions. The summary volume will provide the basis for a con-

sideration of specific proposals for reform of the unemployment insurance
system.

The statements of fact and the views expressed in the reports are the sole
responsibility of their authors. They do not necessarily represent positions of
the W. E. Upjohn Institute for Employment Rescarch.

Samuel V. Bennett

Director
Kalamazoo, Michigan

March 1971
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Preface

This study started out to be an inquiry into the problems of coordination of
unemployment insurance with other public benefit programs. The principal
questions to be pursued were: What duplication of benefits is there? Is this
duplication justified; if not, what measures should be taken to prevent it?

As the study progressed, however, additional questions arose. With the
variety of programs that have grown up in recent years to provide employ-
ment, training, or income for the unemployed, the poor, and the disadvan-
taged, it became evident that additional questions should be pursued such as:
How can unemployment insurance provide a more comprehensive and con-
sistent scope of income support for the unemployed in relation to other forms
of aid? Is it rational for other programs to pay allowances based on average
unemployment benefit payments, or should some other measure be used?
Where there are still gaps in income support for the unemployed, how can the
gaps best be closed—through extension of unemployment insurance or through
some other program? This study has, accordingly, been broadened to include
an inquiry into (1) the variety and fragmentation of programs that provide
income support for the unemployed to a greater or lesser degree; (2) the ex-
tent to which unemployment insurance should be expanded and improved so
that it can take over some of the protection provided by other programs and
fll the gaps left between programs; and (3) how unemployment insurance
can be better coordinated with other programs that provide protection more
appropriately.

The author wishes to express his appreciation for the assistance he has been
given in preparing this study. Many helpful comments have been given by
members of the Unemployment Insurance Research Advisory Committee,
especially Ralph Altman, Philip Booth, and Eveline M. Burns; and by Ben
S. Stephansky, Associate Director of the Institute. The author is also appre-
ciative of the assistance he has been given by the many persons in govern-
ment agencies who have provided information and checked the manuscript for
tccuracy. Most of all, the author is indebted to Saul J. Blaustein of the Institute
for his counsel, detailed comments on successive drafts of the study, and for
assembling the information in the Appendixes. His assistance has been so
extensive that he might well be considered a coauthor of the study:,

Merrill G. Murray
Washington, D.C.
March 1971
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Income for the Unemployed
The Variety and Fragmentation of Programs

I. Introduction

Arrangements for public income support for the unemployed in this country
have evolved into a highly fragmented, frequently inconsistent, and relatively
uncoordinated collection of programs that fail to meet the basic needs of
large numbers of jobless workers. The central and by far the most important
program is unemployment insurance (UI), first established in the 1930's.
Until about 10 years ago, unemployment insurance remained virtually the
only source of income support for the unemployed. Some unemployed per-
sons obtained compensation under other programs designed for different pur-
poses, such as support for the aged and disabled, but this result was inci-
dental or accidental, posing a problem largely of coordination and overlap-
ping rather than one of basic policy.

The public policy position established through unemployment insurance
was fairly clear — the unemployed, in order to receive income maintenance,
must earn rights to such support through insured employment. No provision
was made in the Social Security Act, when unemployment insurance was es-
tablished, for public assistance for those not meeting UI requirements. In
the early years of Ul, when the program’s scope was still quite limited, es-
pecially in its coverage and benefit duration provisions, and very high un-
employment still lingered on, the only other arrangements available to support
the jobless were the federal work relief programs. These were initiated as
temporary measures, and they were terminated when World War II elimi-
nated nearly all unemployment. With a national commitment to a policy de-
signed to promote full employment embodied in the Employment Act of
1946, it was presumed that unemployment would be limited to a level that
could be readily handled by UI. Postwar prosperity fortified that presumption.

In the late 1950’s and early 1960’s confidence in that presumption weakened
as unemployment tended to persist at higher levels than had been usual for
a number of years following World War II. For a variety of reasons unem-
ployment insurance failed to provide for a large proportion of the unemployed.
Despite expanded coverage, significant numbers of jobs were still unpro-
tected. Long-term unemployment carried many workers beyond the limits
of protection provided. An increasing influx of new entrants into the labor
force, many poorly prepared for the world of work, swelled the levels of the
jobless who could not qualify for UL
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During the early 1960’s the number of workers who had been unem-
ployed for more than 26 weeks remained at high levels. They accounted for
15 percent of all the unemployed in 1962 and nearly 14 percent in 1963! even
though the country had recovered from the 1961 recession. Concern with the
large number of persistently unemployed and with the concomitant social
damage resulted in a series of programs that proliferated the types of income
support available. In most cases the support provided was ancillary or sec-
ondary to other objectives, such as training under the Manpower Develop-
ment and Training Act of 1962. In other cases income maintenance was the
sole or primary purpose, as in trade readjustment allowances provided under
the Trade Adjustment Act of 1962. Even the federally aided public assistance
programs, which had from the outset left the unemployed outside their scope,
opened the gates enough to assist states in supporting needy dependent chil-
dren when a parent was unemployed.

Public concern has also grown in recent years over the high unemployment
rate of youth. The unemployment rate for white youths 16 to 19 years of age
in 1969 was 10.7 percent as compared with an overall rate of 3.5 percent.
The unemployment rate of black youths was much higher — 24 percent.?
Since it was recognized that these high unemployment rates were largely due
to inadequate education and training, programs (notably the Neighborhood
Youth Corps) have been developed to make it financially possible for youths
of high school age to remain in school. Disadvantaged youths have been given
education and training in residential centers through the Job Corps. An in-
creasing proportion of those trained under the Manpower Development and
Training Act are youths just enterio > the labor market.

Currently, income maintenance is 2 subject of lively public debate, centering
largely on the issue of poverty and facing the question of support not only
in the case of unemployment— one of the principal causes of poverty® —
but also in the case of the employed poor whose earnings are too low to sup-
port their families adequately. A variety of schemes has been advanced to
meet this problem, ranging from additional supplementary programs, such
as children’s or family allowances, to universal minimum income guarantees

for all.

*Manpower Report of the President, 1970, Table A-18, p. 234.

31bid., Table 1, p. 38.

Mollie Orshansky, "Who's Who Among the Poor — A Demographic View of Pov-
etty,” Social Security Bulletin, July 1965, p. 22.

A fourth of those unemployed in March 1964 lived in poor households. Poor working
families are subject to a rate of unemployment more than twice that of nonpoor work-
ing families, and poor heads of families had three times the unemployment rate of the

nonpoor heads.
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A more limited “‘Family Assistance Plan,” proposed by President Nixon,
failed of passage by the Ninety-first Congress; it would have provided federal
payments in the form of a minimum annual income to families with children
in place of the present Aid to Families with Dependent Children (AFDC).
It has been given top priority in the President’s recommendations to the
Ninety-second Congress.

This paper will review the various sources of public income support avail-
able for the unemployed. It will examine the reasons for the establishment
of these measures, the problems they present in terms of conflicting rationales
and objectives, and their interrelationships. Because UI is by far the largest
program and the one specifically designed to provide income support for the
unemployed, special stress will be placed on the relationship between it and
the other programs.

X ok %

In looking at the problem of income support for the unemployed, a broader
concept of unemployment is used than that underlying the sample count taken
by the Bureau of the Census in the Monthly Survey of the Labor Force. In that
survey only those who report that they are not working but are looking for
work, or report that they are on temporary layoff and are expecting recall
within a brief period are counted as unemployed. Individuals who have had
even as little as one hour of employment in the week surveyed are not
counted as unemployed; yet some who have bsen reduced to part-time work
for economic reasons may draw partial unemployment benefits. The long-
term unemployed who have become discouraged and are no longer looking
for a job — they would like to work but do not volunteer this information —
are not counted. The unemployed who are enrolled in manpower and poverty
programs, such as the Neighborhood Youth Corps and the Job Corps,
have not been counted as unemployed since 1965. Charles C. Killingsworth
considers all the above exclusions from the Census Bureau count to be part
of the overall unemployment problem.* This broad concept of unemployment,
which has been adopted in this study, requires the consideration of a broad
range of programs that provide income support in one form or another.

Principles To Be Followed

In reviewing the limitations in the scope and coverage of the present programs
which provide income support for the unemployed, and in considering the
problems of duplication and coordination of programs, the author has fol-
lowed these principles or assumptions:

“‘Rising Unemployment: A ‘Transitional Problem’'?"’ a statement to the Select Sub-
committee on Labor, House of Representatives, U.S. Congress, March 30, 1970, Detroit,
Michigan.
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1. Most persons who are unemployed, especially those jobless for more
than a week or two, need income support for the necessities of life. The
great majority of the unemployed have little or no means of support of
their own when they become unemployed. It is true that some unem-
ployed persons have other means of support, such as savings or, if liv-
ing at home, can get along without income of their own. Even in the
latter case, however, the unemployed person still needs funds unless
support is provided by other members of the family for such items as
transportation in looking for jobs, personal cate, and clothing.

2. 1f, through no fault of his own, a person is deprived of a source of in-
come, he bas a right to some minimal public support to meet his basic
needs. This right extends not only to benefits provided by social insur-
ance programs, but also te the relief provided through public assistance..

3. Unemployment insurance is generally recognized as the basic program
to provide income support for the unemployed. It is also recognized to
be superior to public assistance because it establishes a right to definite
statutory benefits on the basis of employment and earnings in insured
employment, rather than on the basis of a budget or the judgment of
a social worker. UI benefits are not reduced if the recipient has savings
which he can use to supplement his benefits. No inquiry is made into
the personal circumstances of the applicant. And he can refuse job offers
for which he is not reasonably suited without loss of benefit eligibility.
Dr. Eveline Burns, after a study of the British experience with unem-
ployment insurance and unemployment relief during the 1920's and
1930's, concluded:

The right to draw a specified sum that at
least approximates the maintenance mini-
mum, without the necessity of undergoing
a means. test or accepting unfamiliar jobs
or submitting to other coercive controls,
is the vital element in insurance to which
the worker attaches value.®

This vital element in unemployment insurance should not be diluted by
any expansion of the program beyond its limitations as an insurance

program.

4. In order to preserve its values as an insurance program, it is generally
agreed that Ul should have certain limitations. These are:

a. It should require that workers demonstrate past attachment to the

SBritish Unemployment Programs, 1920-1938 (Washington: Committee on Social
Security, Social Science Research Council, 1941), p. 315.
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labor force and mote particularly to insured employment and a con-
tinuing attachment to the labor force through demonstrated ability . )
to work and availability for work.

b. It necessarily must prescribe the types of employment that are covered
by the program. Coverage should be confined to wage or salaried
employment. It would be extremely difficult to insure self-employment
because of the problem of proving that lack of earnings is due to
lack of work.

¢. Inorder to assure that the program will not be abused, it is practical
to insure only unemployment that is involuntary and due to no
fault of the worker. It should therefore disqualify workers who are
discharged for misconduct or who voluntarily quit without good
cause, at least until it can be demonstrated that their unemployment
is no longer due to their own actions.

d. Its benefits cannot be paid indefinitely, or at least should not be. As
Great Britain found out, continued extension of unemployment in- ;
surance benefits to long-term unemployed, even if they were gen- i ‘
uinely looking for work, so diluted the insurance program that the
benefit came to be looked on as a dole and the insurance program as
a relief program. While the limited benefits paid under UI may be
adequate to meet nondeferrable expenses for a temporary perio”,
they are certainly inadequate to meet all the expenses of the long-
term unemployed. Because of these limitations on unemployment
insurance, it cannot be expected to provide income support for all
the unemployed.

AT v TR e T e S 1z e

5. Because of these limitations of unemployment insurance, it is also neces-
sary to have a program of public assistance that provides for the need y
unemployed who cannot be protected by Ul or for whom Ul benefits
are inadequate. ‘The insurance program cannot be stretched or diluted
to meet all the needs of the unemployed.

6. Duplication of public benefits for the same risk should be minimized.
This will conserve limited government resources and prevent the creation
of a disincentive to work, which is more likely to occur if the combined
benefits approach too closely what the worker can earn while working.
Payment of UI to persons receiving other public benefits should not
be condoned merely because some other benefit, such as an old-age bene-
fit, is inadequate to support the aged person. On the other hand, if an
unemployed worker is receiving another public benefit that arose from
some reason other than unemployment, such as a disability benefit that
is payable whether or not the worker is unemployed, the receipts of Ul
benefits should not be regarded as a duplication of benefits. Payment
of UI benefits would be particularly justified if the worker qualified

o i B TS e i e e
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for them on the basis of employment subsequent to the award of an-
other benefit. Or if one benefit such as UI is inadequate to meet the
patticular needs of the individual and therefore is supplemented by
public assistance to meet these needs, this should not be considered
duplication.

Extent of Income Support for the Unemployed

While unemployment insurance is generally assumed to provide income pro-
tection for all the unemployed, there are large numbers for whom it fails to
provide protection. The extent of protection of the unemployed through un-
employment insurance varies with the up’s and down’s of the business cycle,
increasing in periods of high unemployment and vice versa. In 1967, a time
of relatively low unemployment, only an estimated 33 percent of the un-
employed, on the average, were drawing benefits. The remainder of the unem-
ployed were accounted for as follows: 22 percent were covered by Ul but
were not drawing UI benefits because they were in a noncompensable waiting
week, were disqualified from benefits, had failed to file although eligible, ot
had exhausted tbeir benefits, Another large segment of the unemployed,
estimated to total 13 percent, had not worked in jobs covered by UI. The
remainder (32 percent) consisted of those who could not meet the employ-
ment or earnings test required by UI — mostly young people just entering
the labor force or reentrants such as married women returning to the labor
force after a period of full-time homemaking (see Table 1).

Table 1

Estimated Distribution of the Unemployed
by Unemployment Insurance Benefit Status

1967 Average
Item (mi’f"i'::sr) Percent
All unemployed . ... ... .cciiiis e 3.0 100
Compensated (Ul beneficiaries) ...... ... ..o 1.0 33
Covered by Ul but not compensated ............ 6 22
Eligible unemployed filing for non-
compensable waiting weeks .............-- 2
Disqualified; not filing for benefits ... ......-.- 3
Exhausted Ul benefits ...............c-0--- 2
Not covered by Ul . .........oovvrrvirnnrenns _4 13
New entrants, reentrants (not eligible) .......... 1.0 33

Source: Detived from estimates supplied by the Manpowet Administration, U.S. De-
partment of Labor.

Note: Figures do not add to totals because of rounding.
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II. Income Support Programs

The follewing pages present a wide spectrum of programs, which to some
degree provide income support to some unemployed. Stressed are the frag-
mentation of income support, the unevenness of that support, the lack of
consistency in policy among programs, and the overlapping of coverage and
benefits with resulting problems of coordination. The programs covered will
be (1) the 55 unemployment insurance programs themselves. (2) trade re-
adjustment allowances, (3) disaster unemployment assistance, (4) the other
social insurance benefits, (5) veterans’ pensions and compensation, (6) man-
power training allowances, (7) the poverty programs that provide some in-
come support, and (8) public assistance, including the Family Assistance
Plan proposed by President Nixon.

Unemployment Insurance Pro grams!

The federalstate system of unemployment insurance was established in the
1930’s in the midst of a widespread and prolonged depression. The misery
and demoralization of millions of unemployed wotkers, the inability of local
and state governments to finance relief for them, and the necessity for the
federal government to assume the burden of providing cash relief or work
relief resulted in widespread agreement on the need for a systematic method
of financing income support for the unemployed and a more humane method
of providing such support in place of public relief. The unemployment in-
surance systems of European countries and a limited number of private plans
in the United States provided precedents as well as models for a program of
public unemployment insurance in this country.

In the early 1930, numerous attempts were made in many state legis-
latures to enact unemployment insurance laws. With the exception of Wiscon-
sin, no state had passed a law up to 1934. The states hesitated to enact
legislation separately because of the fear that it would place their employers
at a disadvantage in interstate competition, It became evident that federal
legislation on unemployment insurance was needed.

In June 1934 President Franklin D. Roosevelt appointed the Committee on
Economic Security to draw up a comprehensive program for the income pro-
tection of the unemployed, the aged, and the disabled. There was considerable
sentiment for a national system of unemployment insurance, in recognition of
the fact that we have a national economy and that unemployment is largely
due to national economic conditions. Nevertheless, the Committee on Economic

'Except as otherwise noted, information cited relating to provisions of state Ul laws
is based on descriptions in “‘Comparison of State Unemployment Insurance Laws,”
U.S. Department of Labor, Manpower Administration, BES No. U-141, revised as of
August 1970,
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Security recommended a federal-state system, partly because both the Presi-
dent and most members of the Committee on Economic Security favored state
administration of labor and social legislation and partly because it was feared
that a federal system of UI would be declared unconstitutional by the pre-
dominantly conservative Supreme Court. Moreover, many persons believed
that our lack of experience with UI argued against imposing a uniform
central system on this large country encompassing widely varying social and
economic circumstances. They favored local experimentation to encourage the
development of the best approaches.

The Committee on Economic Se-urity was conservative in its recommenda-
tions regarding UI benefits. It was influenced in part by the huge debt that
the British uriemployment insurance system had accumulated in extending
the payment of unemployment benefits to unemployed workers over long
periods of time because of a depression that continued throughout the 1920’s
and early 1930’s. Also, influenced by overly high estimates by its actuary of
the cost of paying benefits in this country, the committee recommended that

UI benefits be limited to a maximum of 12 to 16 weeks. The committee
justified such short duration in the following words:

Unemployment compensation, as we conceive it, is a front line of de-
fense, especially valuable for those who, are ordinarily steadily employed.
. . . In periods of depression public employment should be considered
as a principal line of defense. . . . If [unemployment insurance bene-
ficiaries] remain unemployed after benefits are exhausted, we recommend
they should be given, instead of an extended benefit in cash, a work
benefit — an opportunity to support themselves and their families at
work provided by the government.?

Congress accepted the recommendations of the Committee on Economic
Security for a federal-state system of UI, leaving the states free to adopt all
the essential provisions as they saw fit. The states, acting under the stimulus
of the federal unemployment tax embodied in the Social Security Act and
largely following the advice of the Social Security Board as contained in
draft model bills, enacted unemployment insurance laws that were quite
limited in both coverage and duration of benefits.

Description of the Present System

Unemployment insurance today is provided primarily through the federal-
state system created under the Social Security Act; it consists of statutory pro-
grams in all the states, the District of Columbia, and Puerto Rico, loosely
coordinated under the federal law. Most wage and salary jobs ate covered.

3Committee on Economic Security, Report to the President (Washington: Govern-
ment Printing Office, 1935), pp. 4, 8-10.
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The major exceptions remaining after the 1970 Employment Security Amend-
ments take effect are in agricultural, domestic household service, and state and
local governmental employment.3 There are also federal programs of unem-
ployment compensation for federal civilian workers and ex-servicemen, which
are administered through the state UI agencies. A separate federal UI pro-
gram for railroad workers operates independently and is administered by
the Railroad Retirement Board.

A federal unemployment tax was imposed on employers covered by the
federal law, equal to 3.0 percent* of their taxable payrolls against which
these employets can get 2.7 percent credit for UI taxes paid under state laws
that meet certain conditions required in the federal act. In addition, the
federal law "provides for federal grants to the states to meet all the costs
of administration of their UI laws. The states are left largely free to prescribe
the amount and duration of benefits and the conditions required for eligibil-
ity for benefits.®

The state laws have generally followed the coverage of the federal unem-
ployment tax. Some states, however, have gone beyond the federal coverage
to a limited extent. The states have enacted a bewildering vatiety of benefit
provisions, but these provisions follow certain general patterns. The weekly
benefit amount payable is usually designed to provide 50 percent of the
claimant’s former average weekly wage, but this is limited by a variety of
minimum and maximum amounts. Most states specify dollar maximums, but
an increasing number of states are gearing increases in maximums to increases
in state average covered weekly wages, usually setting the maximum at 50
percent or more of such average weekly wages. Eleven states supplement
benefits with dependents’ allowances. Benefits in all states are paid up to a
maximum of 26 or more weeks in a year; nine states have maximums exceed-
ing 26 weeks.® Most of the states, however, limit the duration allowed in
varying degrees according to the amount of previous employment or earnings
so that many claimants qualify only for shorter durations. In 10 states benefits

*The Employment Security Amendments of 1970 (Public Law 91-373), approved
August 10, 1970, extended coverage to nearly five million workers, effective January
1, 1972.

‘Under the Employment Security Amendments of 1970, the tax will be 3.2 percent
of the first $4,200 of wages paid to covered workers.

*Until the 1970 amendments, the only federal requirement affecting benefit rights was
the so-called labor standard which was designed to prevent undercutting of labor stan-
dards in the payment of benefits, The 1970 Employment Security Amendments added
five more requirements, one of which will prohibit the denial of benefits by reason of
cancellation of wage credits or total reduction in benefit rights, except for disqualifica-
tions due to misconduct in connection with work or to fraud in connection with a claim
or receipt of disqualifying income.

“Puerto Rico pays up to only 20 weeks.
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are extended during periods of high unemployment, usually by 50 percent
up to an additional 13 weeks.” The states also vary widely in the amount of
former wages or employment that 2 worker must have in order to qualify
for benefits. Although the states follow a general pattern of disqualification
for voluntary leaving without good cause, discharge for misconduct, refusal
of suitable work, or participation in a labor dispute, they differ in their
definitions and in the severity of the benefit restrictions imposed. Some states
impose disqualifications or reduce the Ul benefit in connection with the receipt
of other benefits such as pensions or for uther circumstances such as pregnancy.

In 1969 the state UI systems paid $2.2 billion in benefits to an estimated
five million persons. Weekly benefits averaged 846 a week for an average of
11.4 weeks.

Initially, railroad employment was covered by the federal-state system of
UL However, because of the interstate character of most railroad employ-
ment and the strong influence of the railroad unions, a national program of
unemployment insurance for railroad workers was enacted by Congress in
1938. Administration of the program is lodged in the Railroad Retirement
Board. The railroad unemployment insurance benefits are somewhat different
from state UI benefits. Because of the 24-hour a day, seven-day a week opera-
tion of the railroads, benefits are payable on a daily basis. The daily benefit
rate ranges from $8.00 to $12.70 and is payable for all days of unemploy-
ment in excess of four in a two-week period. Benefits are payable for a
maximum of 130 days in a year. Workers with 10-14 years of railroad service
are entitled to an additional 65 days of extended benefits, and workers with
15 or more years of service to 130 days of extended benefits. Payments of
railroad UI benefits totaled $40.8 million to 96,000 beneficiaries in the fiscal
year ending June 30, 1969.°

In 1954 the Congress was persuaded that there was a considerable amount
of unemployment among federal civilian workers and that it should afford
protection to these employees. It was also recognized that only federal legis-
lation could provide protection to federal employees. On the other hand, it
was the thinking of Congress that federal civilian workers should have the
same protection as other workers in the states in which they were employed.
Accordingly, a program of unemployment compensation was enacted whereby
unemployed former federal civilian workers would receive benefits under the
terms of the UI law of the state in which they last worked.® Benefits are
paid through the state UI agendies, but are federally financed.

TAll states can be expected to adopt extended duration as provided by the Employ-
ment Security Amendments of 1970.

*Railroad Retirement Board, 1969 Annual Report {Washington: Government Printing
Office, 1969).

*Title XV, Social Security Act, as amended.
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A monthly average of 19.3 thousand federal civilian workers received
a total of $45.7 million in benefits in 1969.%

Temporary programs of UI benefits were enacted by the Congress for ex-
servicemen who experienced unemployment after discharge following World
War II and again after the Korean conflict. With the continuation of Selec-
tive Service after the Korean conflict, it became apparent that a permanent
program of unemployment compensation was needed to protect servicemen
after their discharge from the armed services while they were again seeking
jobs in civilian life. Accordingly, in 1958, legislation was enacted to provide
such a program.!* Unemployment compensation is paid to military personnel
honorably discharged from the armed services if they have had 90 or more
continuous days of service. Their benefits, based on a schedule of remunera-
tion for each pay grade, are paid according to the UI law of the state in
which they file, and are paid through the state UI agency in the same manner
as for federal civilian employees.

A monthly average of 33.8 thousand ex-servicemen received a total of $86
million in benefits in 1969.12

Unevenness of the System

Unemployment insurance in the United States, as indicated above, provides
income support for only about a third of the unemployed in periods of high
employment and not much more than one-half during recession years because
of its limitations in coverage, restrictions in the qualifying and disqualifying
provisions, and limitations in the duration of benefits. Even in a year of high
employment such as 1969, the limitations on the duration of benefits resulted
in nearly 900,000 claimants exhausting their rights to benefits. Many of those
who do draw benefits receive insufficient maintenance in relation to their
former wage levels. This is especially true for unemploycd household heads
who normally carry the sole or primary financial responsibility for their
families.

The UI system as a whole is inadequate in the income support it provides,
and it is much more inadequate in some states than in others. Great diversity
prevails among the states in practically every significant aspect of the program.
While the nation’s economy has become more integrated and less uneven
throughout the country over the last 35 years, state UI laws have become
much more dissimilar. In many industries workers in the same occupations,

WWnemployment Insurance Statistics (Washington: U.S. Department of Labor, Man-
power Administration, April 1969-March 1970), Table 4.

Upyblic Law 85-848, approved August 28, 1958,
2 nemployment Insurance Statistics (Washington: U.S. Department of Labor, Man-

power Administration, April 1969-March 1970), Table 4.
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especially those that are highly organized and dominated by large corpora-
tions with labor contracts negotiated on an industrywide or national basis,
are likely to earn the same wages regardless of location. But when they are
laid off, they find that the kind of protection to which their employment
entitles them under unemployment insurance is quite different from state to
state. While one of the reasons for the adoption of a federal-state system was
to permit experimentation by individual states, it was expected that all states,
in time, would adopt similar approaches which were shown to be superior.
Such has not been the general experience.

The variation among state UI laws in the weekly benefit amount and in
the number of weeks of benefits allowed illustrates the diversity that occurs
and its effect on the adequacy of the protection afforded. In the case of the
weekly benefit amount, most states have formulas that aim to compensate
the claimant at the rate of at least half of his weekly wage between specified
minimum and maximum benefit levels. A few states aim higher than 50 per-
cent, one paying as much as two-thirds of the weekly wage (New Jersey). In
five states the weekly amount is computed as a fraction of the claimant’s
total annual wages, which have no consistent relationship to weekly wage
levels. As of mid-1970, minimum benefit levels ranged from $3 to $25 and
the maximum from $40 to $79. In the 11 states that provide higher benefits
to those with dependents, the maximum payable ranged from $52 for single
claimants to $114 a week for claimants with the maximum number of allow-
able dependents. An unemployed worker who had earned the national average
weekly wage in covered employment in 1969 (about $135 a week) would, if
eligible for UI, have received a weekly benefit ranging from $40 to $76 if
he had no dependents (see Table 2). He would have been able to receive a
weekly benefit equal to only 30-39 percent of his average weekly wages in
22 states, of 40-49 percent in 21 states, and 50 percent and over in only
nine states. In all but two of the states with dependents’ allowances, he could
have received higher benefits.’® Assuming that he had enough dependents,
the added allowances would have increased from nine to 13 the number of
states in which the benefit amount would have been 50 percent or more of
his former wages.

The variability in the duration provisions is perhaps less marked and less
evident. With the exception of Puerto Rico, every jurisdiction provides a
statutory maximum of 26 or more weeks of benefits. However, only seven

Bn the District of Columbia and Maryland the maximum is the same with or
without dependents.
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Table 2

Weekly Ul Benefit Amount and Potential Duration
of Benefits Payable to an Eligible Unemployed Worker
Earning a Weekly Wage of $135 as of July 5, 1970

by State2
Percent Maﬁ(imur’?| ngmbefe_l; of weglks
| full weekly benefit payable
State gg,e&i{ aoLv;eekly to unemployed worker

amountb |W gsatgm’pen With 39-week | With 30-week

‘base pericd | base period
Alabama ......... $50 37 26 26
Alaska ......... .. c57(72) 42(53) 28 28
Arizona ... .. ... 50 37 26 26
Arkansas . ,....... 50 37 26 26
California ........ 65 48 26 26
Colorado ......... 76 56 23 17
Connecticut ....... 68(83) 50(61) 26 26
Delaware ......... 65 48 26 26
District of Columbia .| 68 50 34 29
Florida ........... 40 30 19 15
Georgia ..... veed| 49 36 26 20
Hawaii ........... 71 53 26 26
idaho ............ 59 44 22 16
inois ........... 45(68) 33(50) 26 26
indiana .......... 40(49) 30(36) 26 20
lowa ............. 61 45 26 22
Kansas ........... 58 43 26 23
Kentucky ......... 56 41 26 24
Louisiana ......... 50 37 28 28
Maine ........... 57 42 26 23
Maryland ... ...... 65 48 26 26
Massachusetts . . ... 62(80) 46(59) 30 23
Michigan ......... 53(75) 39(56) 26 22
Minnesota ........ 57 42 26 21
Mississippi . ....... 40 30 26 26
Missouri . ......... 57 42 26 23
Montana ......... 42 31 26 26
Nebraska ......... 48 36 26 26
Nevada .......... 47(62) 35(46) 26 26
New Hampshire . ... | c56 41 26 26
Mew Jersey ... . ... 69 51 26 22
New Mexico . ...... 56 41 30 30
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Table 2 (continued)

Maximum number of weeks
Weekly Percent full weekly benefit payable
State benefit | Of weekly to unemployed worker
amountb |W3BE COTIPEN" Fith 39.week | With 30-week
base period | base period
New York ......... $68 50 26 26
North Carolina ... .. c52 39 26 26
North Dakota ...... 54 40 26 26
Ohio .....covvvnen 47(61) 35(45) 26 25
Oklahoma ........ 49 36 26 26
Oregon ........... c55 41 26 26
Pennsylvania ...... 60 44 30 30
Puerto Rico ....... 46 34 20 20
Rhode Island ...... 71(86) 53(64) 23 18
South Carolina ... .. 53 39 26 25
South Dakota . ... .. 47 35 26 23
Tennessee ........ 50 37 26 26
Texas ............ 45 33 26 24
Utah ............. 56 41 30 18
Vermont .......... 61 45 26 26
Virginia .......... 59 44 23 19
Washington ....... 70 52 25 19
West Virginia . ... .. €45 33 26 26
Wisconsin ........ 68 50 31 24
Wyoming ......... 56 41 26 21

aIncludes the District of Columbia and Puerto Rico.

bWhen two figures are given, the higher represents the amount for a claimant with
three dependents,

cWeekly benefit amount shown for worker with 39 weeks of base-period employment;
for worker with 30 weeks of employment, the weekly benefit amount would be $45 (or
$60) in Alaska, 848 in New Hampshire, $46 in North Carolina, $51 in Oregon, and
837 in West Virginia.

states do so for all claimants, while the rest vary the duration of benefits
through various formulas which relate potential duration to the amount of
prior earnings or employment. As a result, a long-term unemployed worker
with a given wage and employment pattern will fare differently in different
states, especially if he was employed for less than three-quarters of the year.
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To some extent, because of the nature of the formula used in certain states,
the level of the weekly benefit amount will also affect duration, involving
something of a tradeoff with higher weekly benefit amounts associated with
fewer weeks of benefits. Taking our average wage worker again (at $135
per week), Table 2 shows the number of full weeks of benefit protection he
could qualify for in each state as of July 5, 1970, assuming he had 39 or 30
weeks of work in his base period at the same wage. In all but seven states
our worker with 39 weeks of base-period employment is assured benefits for
26 or more full weeks. With only 30 weeks of work, he would receive bene-
fits for less than 26 weeks in 25 states and less than 20 weeks in seven states.

In Florida an eligible unemployed worker who earned $135 a week for 39
weeks in his base period would be entitled to only $40 a week for up to 19
weeks. A worker with exactly the same wage and work pattern would get
$68 a week for up to 34 weeks in the District of Columbia. In Colorado he
could draw $76 a week but for only 23 weeks at most. Such extremes convey
little logic and operate to weaken the confidence of workers in the program’s
equity as well as adequacy. This unevenness in benefit protection in the dif-
ferent states is one of the UI system’s major shortcomings. Minimum federal
benefit standards could provide more even and better protection; but even
if standards were enacted, they could not reach into all the areas in which
the states differ. Only a uniform national system could accomplish this.

Continued attempts by the Truman, Kennedy, and Johnson Administrations
and the efforts of organized labor have failed to secure the enactment of min-
imum benefit standards through federal legislation so as to obtain greater
adequacy in both the amount and duration of benefits. The present Admin-
istration has thus far not sought such standards. However, while stating that
there are advantages in state responsibility for determining benefit - levels,
President Nixon asserted in 1969 that “the overriding consideration is that
the objective of adequate benefits is achieved. I call upon the States to act
within the next two years to meet this goal, thereby averting the need for
Federal action,”14

During the recessions of 1958 and 1961, emergency federal programs
temporarily extended the duration of benefits for workers exhausting state
benefits. The extensions added half as many weeks as had been allowed by
the states up to a maximum of an additional 13 weeks. Over 2 million bene-

“In his message of July 8, 1969, transmitting proposals to the Congress relating to
unemployment insurance.
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ficiaries drew some additional benefits during 1958-1959 and 2.7 million dur-
ing 1961-1962. Following that experience, there were repeated cfforts to
secure a permanent program of extended benefits during periods of high un-
employment. Such a program was finally enacted as a part of the Employment
Security Amendments of 1970.* The extended program, however, while
raising the duration of protection during recession periods, actually will in-
crease the variation between states. A claimant normally eligible for 16 weeks
of benefits will be able to draw up to 24 weeks in all during a recession;
a claimant normally eligible for 26 weeks will be able to draw up to 39 weeks,
as will those normally eligible for more than 26 weeks in states that provide
that much. The uniformity is imposed at the top, not at the bottom.

In 1969 the state UI laws covered over 52.3 million jobs.1¢ Under the
1970 amendments, the federal-state system of Ul will also be extended to
cover 4,750,000 additional jobs. These include employment (with certain
limitations) in small firms; in nonprofit organizations; in state hospitals, col-
leges, and universities; and certain lesser categories of presently excluded
employment. These changes will result in greater uniformity and adequacy
of coverage. About 12 million workers employed in agriculture, in private
homes, and by state and local governments, however, will continue to be

without unemployment insurance protection.

In order that the UI system may reach its maximum potential, coverage
should be extended to all wage and salaried employees, and benefits should
be made more adequate. It would be beyond the scope of this paper to attempt
to determine and justify what would constitute adequate benefit amounts and
duration. There is general agreement among administrators and students of
the program that the weekly benefit amount should be at least 50 percent of
the worker's former average weekly wages up to a maximum of at least 50
percent -of average weekly covered wages in the state. The federal benefit
standards tecommended by the Kennedy and Johnson Administrations would
have required maximums equal to two-thirds of the statewide averages of
weekly wages. Some persons believe that benefit amounts should be supple-

BAn additional 50 percent duration of benefits up to a maximum of 13 weeks or a
total of 39 weeks in all will be paid to any UI claimant who exhausts his state benefits
in any period when the national insured unemployment rate has been 4.5 percent or
more in three consecutive calendar months and until insured unemployment has dropped
below that figure for three consecutive months. Extended benefits will also be paid in
an individual state when its insured unemployment rate, averaged over a 13.week period,
is 4 percent or more and constitutes at least 120 percent of the average rate in the com-
parable period of the preceding two years. These benefits will be financed on a 50-50

basis by the federal and state governments.

CHandbook of Unemployment Insurance Financial Data, 1969 (Washington: U.S.
Department of Labor, Manpower Administration, Unemployment Insurance Service,

July 1970).
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mented by dependents’ allowances in all states. State practice indicates that
there is general agreement that a maximum benefit duration of at least 26
weeks should be provided. The Democratic Administrations recommended
that a federal standard require the states to make this much duration available
to all who qualify for any benefits,

Even if coverage were universal, and federal benefit standards such as
recommended by the Democratic Administrations were enacted, unemploy-
ment insurance would continue to fall short of providing income support to
all the unemployed, in amounts adequate to meet all their needs, and dur-
ing all theit unemployment. Such limitations are necessary in a public in-
surance progtam which must operate on the basis of specified provisions'” and
within specified contribution limits,

Interstate Coordination

The existence of separate state programs creates problems for workers who
move across state lines in the course of their work or who move from a job
in One state to a job in another. The states have dealt with the interstate
problem to a degree by working out a series of interstate agreements with
respect to coverage, qualifying conditions, and benefits,

One of the first problems faced by the state programs was the avoidance
of duplication of coverage of workers employed in more than one state, such
as traveling salesmen. A reciprocal arrangement was worked out which per-
mits the employer to cover all the services of such a worker in a state in
which any part of his service.is performed, in which he resides, or in which
the employer maintains a place of business.

More serious problems arose in connection with the payment of benefits
to a worker moving from one state to another, or holding successive jobs in
two or more states. The first administrative problem that was solved was to
assure that benefits were not duplicated. Practically every state unemployment
insurance law now provides that it will not pay any benefits to a worker who
is receiving or seeking benefits under any other federal or state Ul law.

A more difficult problem has been to assure that the worker will not lose
benefits by having worked in two or more states, or by moving from the state
in which he had worked to look for work elsewhere. The first step in the
solution of this problem was an interstate plan under which each state serves
as agent for other states in taking claims for unemployed workers who have
moved to the agent state after having enough employment to qualify in the
state from which they moved.® The next step was an interstate agreement

"See pages 4-5.
®This plan was extended to Canada in a separate agreement,
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under which 2 worker’s wage credits earncd in two or more states could be
combined if he had not worked long enough in ecither state to qualify for
benefits. This led to the further step of an “Extended Arrangement for
Combining Wages,” a plan to which almost all states have subscribed, which
combines the wages eamed in all states by an interstate worker who qualifies
for benefits in one state if this would produce a larger benefit for him. The
last development in voluntary agreements is the "Consolidated Wage Com-
bining Plan,” approved by the Interstate Conference of Employment Security
Agencies in September 1968. In essence the plan provides that all the wages
a claimant earned in the base period of the paying state, regardless of the
state in which they were earned, may be used for establishing a claim in the
paying state. As of March 15, 1970, 32 states had adopted the plan. The
Employment Security Amendments of 1970 provide that a state may not
reduce or deny benefits solely because an unemployed worker files a claim in
or resides in another state or Canada; these amendments also require all states
to participate in wage-combining arrangements which have the Secretary of

Labor’s approval.

While there has been good progress in assuring that interstate workers will
not suffer loss of benefit rights because of the fragmented UI system, the
interstate problem still imposes administrative headaches. In the three months
January-March 1970, a total of more than 70,000 interstate claimants were
paid one or more weeks of benefits. This was almost 5 percent of all bene-
ficiaries. Such claimstaking and processing are cumbersome and expensive to
administer and result in considerable delay in the payment of benefits. Dur-
ing the January-March quarter of 1970, half the UI beneficiaries who filed
on an interstate basis were not paid for their first compensable week of un-
employment until more than two weeks had elapsed since the first time of
filing for that week.!® This was true for only one-fifth of those beneficiaries
filing intrastate. Such delays greatly reduce the usefulness of the benefits,
which often are not paid until the claimant has returned to work. The high
degree of worker mobility, the wide variation in amounts and duration of
benefits and the eligibility conditions for their payments, and the additional

perwork and delays in the payment of benefits to interstate workers point
up sharply the disadvantages of having 52 different agencies involved in these
benefit operations. The railroad workers solved these problems by securing
a federal program for their industry.

Coordination Between Programs

Coordination of the state Ul laws with the federal programs for civilian
employees and ex-servicemen has been achieved by providing that these
workers will be paid according to the provisions of the state in which they

Unemployment Insurance Statistics, July-August 1970, Table 14b, p. 20.
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file claims. Duplication of benefits paid to cla:mants who may file in more
than one state is avoided by checking claims against a master file in the
federal Unemployment Insurance Service of the Manpower Administration. j
There is little if any coordination of the federal-state Ul system with the 5
railroad unemployment insurance program. The need for it is minimal since !
most railroad workers work solely in the railroad industry: their benefits are
so much more generous than state benefits that there is no inducement for
railroad workers to seek to qualify for state benefits even if they have some
credits for enployment covered by the state law.

Trade Readjustment Allowances

The Trade Expansion Act of 1962 (TEA) provided for the payment of
trade readjustment allowances (TRA) to workers who were unemployed !
as a result of increased imports due to a trade concession. These benefits were
demanded by organized labor as a counterpart to the provisions of the Act for
assistance to business firms which were adversely affected by trade concessions.
Weekly trade readjustment allowances equal to 65 percent of an individual’s
average weekly wages up to a maximum of 65 percent of average manufactur-
ing wages are provided. The allowances are payable for as long as 52 weeks, ’

with an additional 13 weeks for workers 60 years of age or older, and an s
additional 26 weeks for workers taking training if more than a year is re-
quired to complete the training course. If a worker is seeking or receiving

UI benefits, these are deducted from his TRA payments; the state is reim-
bursed for any UT benefits paid to him.2° The cost of TRA is financed ene=*
tirely out of general revenues of the federal government.

The Tariff Commission determines whether the allowances shall be paid
for unemployment arising in any particular plant or industry, acting on
petitions filed by employers or workers. As of February 17, 1971, 123 peti-
tions for the payment of trade readjustment allowances had been filed with
the federal Tariff Commission since 1962. Of these cases, the Tariff Com- |
mission had certified only 35, finding that the petitioners had not been ad-
versely affected in 60 cases; 28 cases were pending.

The Automotive Products Trade Act of 1965 (APTA), which removed
barriers to trade in automotive products between the United States and Canada,
provided similar benefits to TRA. However, petitions for these benefits under ¢
APTA were reviewed by the Automotive Agreement Adjustment Assistance
Board, composed of the Secretary of Labor, Secretary of Commerce, and
Secretary of the Treasury. This board apparently was more sympathetic

®To qualify for trade allowances, the worker must have had sc.ae work in 18 months
during the preceding three years, and in adversely affected work in six months during
the last year.
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than the Tariff Commission was. As of June 30, 1970, 23 petitions had
been filed under APTA, of which 14 had been approved, seven had been

denied, and two were pending

21

Statistics show that these trade-related programs have not resulted in TRA
payments on a large scale. Allowances paid under both TEA and APTA as
of August 1970 have totaled less than $7 million for only 4,025 workers.??

These allowances- present possibilities of duplication with UI benefits since

rights are acquired outside the

federal-state system. Administrative coordina-

tion, however, has not been difficult since the allowances are paid through
the state unemployment compensation agencies. Also, since the allowances

are usually higher in amount

and longer in duration than UT benefits, a

worker would normally file for them in lieu of UI benefits.

Despite the small number of workers benefited by these two Acts, the
trade readjustment allowance program sets a possible precedent that might
be broadly applied; namely, the provision by the federal government of in-
come support outside UI for all unemployment that results from ovett gov-
ernmental action. If this idea were applied more broadly, it might provide,
for example, for the payment of readjustment allowances to workers un-
employed as a result of changes or cutbacks in expenditures for defense or
space projects or hardware. Whether it- is wise to single out such workers
for special treatment is debatable. This would have important implications
for the unemployment insurance program. If the payment of such readjust-
Seat benefits were to become widespread and at the higher rates and longer
duration of TRA, it might stimulate the raising of state UI benefits to com-
parable levels, and thus increase income protection to all workers covered by
unemploymeht,_insurance.?* On the other hand, widespread readjustment
benefits might\l’es‘sen the support for improvements in UI by those unions

whose members were eligible
desirable to concentrate_efforts

for the special benefits. It would seem more
on providing more adequate income support

for all unemployed thréugh unemployment insurance than to divert efforts

to such special programs. ™,

AN

N

"This Act expired on June 30, 19'2"/0\. Provision for its extension was included in the
foreign trade amendments (H.R. 18970) of the Ninety-first Congress, but this failed
of passage. These amendments would also:have increased TRA from 65 to 75 percent

of average weekly wages, and they
the Tariff Commission.

provided for certification by the President rather than

#Dgta supplied to the author by the Unemployment Insutance Service, Manpower
Administration, U.S. Department of Labor.

8 Trade Expansion Act of 1962, House Report No. 1818 (Washington: U.S. Gov-
emment Printing Office, 1962), page 30, the Committee on Ways and Means attempted
to draw a distinction between TRA and UI so that the higher TRA benefits would not

set a precedent for Ul
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Disaster Unemployment Assistance

This program was adopted primarily to provide cash assistance to many
workers who are unemployed as a result of a major aisaster. Enacted as Sec-
tion 12 of the Disaster Relief Act of 1969,24 the program was made retro-
active to cover all major disasters which occurred after June 30, 1970, and
on or before December 31, 1970.2* Both wage and salaried and the self-
employed are eligible for assistance.

Those workers covered by UI who are unemployed because of a disaster
must first file for UL benefits. If such benefits are exhausted, they can then
draw disaster unemployment assistance.2¢ The weekly assistance amount is the
greater of (a) the average weekly benefit amount payable in the state where
the disaster occurred or (b) the weekly UI benefit amount payable if all the
claimant’s earnings had been covered under the state UI law. Assistance will
be payable for the maximum duration provided under *he pertinent state
UI law. The amount of weekly assistance will be reduced by the amount of
any state or federal unemployment compensation, MDTA training allowances,
or trade readjustment allowances which the individual receives. The disaster
assistance benefits are paid by the state employment security agencies under
agreements with the Secretary of Labor. Thus there is complete coordination
with other cash support programs for the unemployed.

Almost 46,000 applications for disaster unemployment assistance had been
received by August 29, 1970, in connection with 18 disasters in 13 states.
Almost $9.6 million had been paid in allowances as of that date to over
38,000 recipients.2

Income Support Programs for Other Risks

We now turn to programs that give income protection against disability or
old age, but incidentally may provide some support to unemployed persons.
These include temporary disability benefits, workmen’s compensation for in-
dustrial accidents and diseases, federal old-age insurance benefits, public em-
ployee retirement systems, and veterans’ compensation and pensions.

*Public Law 91-79, approved October 1, 1969.

*The program was extended by Section 240 of the Disaster Relief Act of 1970 (P.L.
91-606), approved by the President on December 31, 1970.

“One state (Hawaii) extends the maximum duration of UI benefits allowed from
26 to 39 weeks during such periods.

“Data supplied to the author by the Unemployment Insurance Service, Manpower
Administration, U.S. Department of Labor.
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Temporary Disability Insurance

The most frequent, if not the most serious, wage loss suffered by workers
is caused by inability to work due to temporary disability from illness or
accidents that are not job connected. Thirty percent of the work force have
disabling illnesses or injuries during the course of a year, and 15 percent of
these disabilities are serious enough to require bed confinement or hospitaliza-
tion. About three-fourths of temporary disabilities are for less than seven
days. Nevertheless, it is estimated that, in 1968, $12,278 million was lost
in wages and salaries by temporarily disabled workers.®

Recognizing the need for wage-loss protection during temporary disabil-
ities, five states and Puerto Rico have enacted temporary disability insurance
(TD1) laws. These plans covered about 14 million workers in 1968, includ-
ing 6.7 million covered by private employee-benefit plans written in com-
pliance with the state TDI laws. An additional 22.8 million were covered
by other private employee-benefit plans.=? Railroad workers are protected
against temporary disability under the railroad unemployment insurance fund.

The state TDI systems differ in their methods of coordination with un-
employment insurance. There is complete coordination in Rhode Island; the
two programs are administered by the same agency, and they provide virtually
the same coverage and the same benefits.>® TDI in California covers agricul-
tural workers and employees of nonprofit hospitals in addition to those cov-
ered by Ul, and pays higher benefits for temporary disability. In Hawaii TDI
has a somewhat broader coverage than UI, and weekly benefit amounts are
higher; otherwise, the benefit provisions are ‘coordinated with Ul In New
Jersey there is the same coverage and same benefit formula, except that the
benefit formula for unemployed workers who become disabled is somewhat
different; the combined duration of benefits for unemployment and disability
is limited to 150 percent of the duration to which the worker is entitled under
cither program. In both California and New Jersey the state employment
security agency administers the state disability fund and supervises private
plans. In New York both the benefits and coverage are different from UI,
and the TDI law is administered by the state workmen’s compensation board;
there is no administrative coordination of the two programs except that a
check is made to determine whether unemployed TDI claimants are receiving
UI benefits.

BDaniel N. Price, "Income Replacement During Sickness,” Social Security Bulletin,
January 1970, Table 1, p. 22.

®\Walter W. Kolodrubetz, "Employee Benefit Plans in 1968," Social Security Bulletin,
April 1970, Table 1, p. 38.

®Exceptions are that state employees are covered by UI but not by TDI, and em-
ployees of hospitals are covered by TDI but not by UL
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Disability during unemployment. Of particular concern to us in this
discussion is the necd for income protection when a worker becomes ill or
disabled while unemployed. In Rhode Island no distinction is made between
disabilities beginning during employment and those beginning during un-
employment. In California, while there is no distinction as to entitlement,
benefits paid to persons who become disabled during unemployment are
charged to a special account in the state fund, to which employers who have
private plans in lieu of the public plan must pay a contribution equal to a
small percentage of payroll. Hawaii, New Jersey, and New York have special
funds for the payment of disability benefits to unemployed workers. New
Jersey and New York have stricter limitations on eligibility for benefits when
a worker becomes disabled during unemployment. In Puerto Rico benefits
under a private plan may be paid for disability beginning during a period
of unemployment. Workers protected by private temporary disability plans
usually lose their eligibility if laid off for two or more weeks.

When there is no protection against a certain type of risk, there is a ten-
dency for some other insurance program to fill the vacuum. Thus, 10 states
without TDI programs continue payment of UT benefits if a worker becomes
temporarily disabled while drawing benefits, at least until he is offered sujtable
work. Until all states have a temporary disability insurance law, it would be
desirable for all states to provide for the continuation of UI benefits if the
unemployed worker becomes temporarily disabled, at least until he has an
offer of suitable work. This is the humane thing to do, even if it runs
counter to the principle that a worker should be able to work and available
for work while drawing UI benefits. This takes on added importance because
most temporary disability plans provided by employers do not continue pro-
tection during unemployment. On the other hand, it should be realized that
only a limited number of workers will benefit from such continuance of Ul
during disability since only a small fraction of disabilities occur during un-
employment. Provision for the continuation of UI benefits should not, how-
ever, become a substitute for the enactment of a full TDI system.

Unemployment of women workers during pregnancy. Except for the rail-
road program, all the laws restrict the payment of TDI benefits to covered
workers during pregnancy and after childbirth. New Jersey limits benefits
to four weeks before the expected delivery and four weeks thereafter, and
prevents duplication with UI by disqualifying a woman for UI benefits during
this period. Rhode Island provides a lump-sum payment up to $250 upon
childbirth. California pays TDI benefits only if the woman worker is dis-
abled 29 or more days after childbirth. New York and Puerto Rico pay no
benefits for disability occurring after the termination of pregnancy and nct
until the claimant has had at least two consecutive weeks of covered em-
ployment. In Hawaii pregnancy is not a compensable disability except when
complications occur resulting in total disability.
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This lack of uniformity in treatment of disability due to pregnancy is
general in the UT laws as well as in the state TDI laws. Thirty-eight of the
state Ul laws specifically restrict benefits in varying ways during pregnancy
and after childbirth, In other states claimants in this condition may simply
be ruled not available for or not able to work and disqualified from benefits
on these grounds. Income protection through disability payments or mater-
nity benefits during and after pregnancy is badly needed by women workers
when pregnancy and childbirth result in inability to work. Such benefits
would relieve the pressure on Ul to fill this gap in income (inappropriately).

Workmen's C ompensation

Workmen's Compensation (WC), ie., compensation for accidents or ill-
ness arising out of enployment, is one of our most important forms of income :
maintenance. In 1969 over $1.7 billion was paid out in cash benefits under !
the workmen's compensation system, plus another $920,000,000 for hospital
and medical costs, whereas unemployment insurance payments amounted to
nearly $2.3 billion.**

Workmen's compensation presents the possibility of duplication with un-
employment insurance, but the problem is probably not of large proportions !
since in most cases a worker drawing WC would be disqualified for Ul
benefits under the requirement that he be able to work and available for work.
To the author’s knowledge, no study has been made of the extent of duplica-
tion of WC and UI benefits.

In the case of workmen's compensation, four kinds of disability must be
distinguished: temporary partial, temporary total, permanent partial, and
permanent total. The state UI laws differ in their treatment of these four
kinds of disability. In the case of temporary partial disability, 20 states re-
duce or deny Ul if a worker is drawing workmen’s compensation. But it may
be that, although the partial disability prevents the worker from working at !
his usual job, he may still be able to do other types of work. If he wants to )
work and is able to work but cannot find 2 job, there is a real question
whether complete denial of Ul because of the receipt of partial disability
benefit is justified.

In cases of temporary total disability, 16 states either deny or reduce Ul
benefits by the amount of workmen’s compensation. In such cases no statutory
provision is necessary since, if totally disabled, a worker would be ruled as un-
able to work and so ineligible for Ul benefits. Apparently, most of the states
have not felt the necessity for such legislation.

In the case of compensation for permanent partial disability or nermanent
total disability, there is little or no justification for denial or reduction of Ul

——————

ngocial Security Bulletin, September 1970, Table M1, p. 32.
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benefits on the grounds of duplication of benefits. The sole test should be the
worker’s ability to work. If a worker loses an arm in an accident and through
retraining is again able to find work and subsequently becomes unemployed,
he should not be denied UI benefits merely because he is still receiving work-
men’s compensation which in effect is an indemnity for a permanent injury.
Only two states deny and one state reduces UI benefits for permanent partial
disability; four states deny and three states reduce UI for permanent total
disability. Such provisions should be eliminated in these states.

Old-Age Insurance Under the Social Security Program

Practically every regular worker covered by unemployment insurance is
also covered by the old-age, survivors, disability, and health insurance pro-
grams (OASDHI) under the Social Security Act.3* A limited number of
Social Security old-age beneficiaries file for unemployment compensation. A
sample survey during 1961-62 in 13 states showed that 7 percent of the UI
1 claimants were also receiving a Social Security retirement benefit. The pro-
portions in different states varied from 3 to 9 percent.®* However, probably
less than half of the UI climants drawing Social Security old-age benefits
file for both benefits immediately upon retirement. According to a study made
in New York, only 11 percent of those who had voluntarily retired applied
for a pension in the same month in which they filed an original claim for
UI benefits; about a third of the involuntary retirees applied for both benefits
in the same month.®* About three-fourths of the voluntary retirees and one-
fourth of the compulsory retirees filed for UI benefits a year or more after
retiring. In short, this study indicated that most pensioners who file for UI
benefits have worked and earned enough since retirement from an eatlier
job that they are eligible for benefits when they subsequently become un-
employed.

Duplication of benefits. Social Security old-age beneficiaries’ filing for Ul
benefits raises the issue whether duplication of benefits should be permitted.
The Social Security Board originally recommended against duplication, and
44 state laws at first provided for reduction of the UI benefit for any Social
Security benefits received, However, most of these provisions were repealed,

*The disability benefits paid under OASDHI are not included in this discussion since
presumably none of the beneficiaries are able to work. The disability provisions of the
OASDHI program apply only to long-term severe disability and are payable only after
six months of disability.

“The Long-Term Unemployed: Comparison with Regular Unemployment Insurance
Claimams, Special TEUC Report No, 3 (BES No. U.225-3) ( Washington: U.S. De-
partment of Labor in cooperation with Georgia Department of Labor, November 1965),
Table 13a, p. 94.

“New York Department of Labor, Division of Employment, Pensi + nd Unem-
ployment lusurance, Febr-rary 1960.
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so that at one time only 10 states had such provisions. The number has in-
creased of late and as of August 1970, 15 states reduce UI benefits by the
amount of old-age Social Security benefits received, and one state (Oregon)
denies UI benefits if an old-age beneficiary has voluntarily retired from the
labor force.

There are a number of considerations in determining whether or not dupli-
cation of Social Security and UI benefits should be permitted. Some believe
that duplication should be prevented as a matter of principle, and in the
interest of conservation of public funds. Sentiment against duplication be-
comes especially strong if the combined benefits exceed the worker’s former
income. But Social Security benefits, in most cases, represent a small fraction
of the worker's former earnings and are far below the level of income general-
ly considered necessary to keep the person out of poverty. Even when sup-
plemented by industrial pensions, the incomes of beneficiaries are often in-
adequate. Accordingly, latge numbers of persons work to supplement their
benefits. Out of the 9.6 million old-age beneficiaries 65 to 72 years old on
January 1, 1969, 3 million had some earnings in 1968, of which 1.4 million
had earnings above $1,680.3%

The principal objection to workers’ drawing unemployment compensation
and old-age benefits simultaneously arises when they file for both benefits
upon retirement, especially if their retirement is voluntary. However, as has
already been indicated, only a small minority do this. The majority of pen-
sioners who claim Ul benefits have worked subs-quent to the employment
on which their pensions are based.

In another paper this author has taken the position that it is inequitable to
reduce a Ul payment, to which the otherwise eligible claimant is entitled,
by any type of pension payment.*® One exception was made to this conclusion:
if a worker voluntarily retires to receive a pension, he should be disqualified
from UI benefits for the duration of the unemployment resulting from such
voluntary quit until he has been reemployed long enough to demonstrate that
he is genuinely in the labor market. In other words, if, after retirement, a
worker earns all the wages or works the amount of time required to qualify
for Ul beneits, there should be no objection to his drawing both old-age
and unemployment benefits. Twenty states take this position and only dis-
qualify the worker for UI benefits if his qualifying employment or wages
were with the employer from whom he is drawing a private pension.3® The

SThe Retivement Test under Social Security, House Document No. 91-40, 91st Cong.,
Ist sess. ( Washington: U.S. Government Printing Office, 1969), Table 1, p. 7.

*\errill G. Murray, Should Pensioners Receite Unemployment Compensation? (Kal-
amazoo, Michigan: The Institute, 1967), 39 pp.

% Another 14 states, however, reduce UI Lznehits if the claimant is receiving payments
under the pension plan of any employer.
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case for permitting duplication of benefits is further strengthened when,
despite good health and unimpaired faculties, a worker is unemployed be-
cause he has reached the age of compulsory retirement as stipulated by his
employer.s8

Gap between unemployment and old-age insurance protection. An opposite
problem to that of duplication of benefits is the problem of those who are
“too old to work and too young to retire.” Because of age restrictions on hir-
ing older workers, large numbers of older workers become permanently un-
employed. In general, older workers, as long as they are employed, have
greater job security than younger workers because of seniority provisions, etc.
But once they are laid off, they have greater difficulty finding employment
again. In 1969, 6.1 percent of the male unemployed who were 20 to 24
years of age were unemployed 15 weeks or more, 15.2 percent of those 25-44;
and 22.7 percent of those 45-64.% For older workers in their forties and pos-
sibly early fifties, especially those displaced by technological developments,
readjustment to a new occupation and possibly retraining are recognized as
the answer. But as workers approach their sixties, such readjustment becomes
more and more unrealistic.

The problem of early forced retitement has been recognized in connection
with Social Security benefits. First, women, in 1956 and then, men, in 1961,
were made eligible for actuarially reduced benefits at age 62. About one-half
of the new male beneficiaries and two-thirds of the new female beneficiaries
are awarded reduced benefits.®® A survey in 1963, however, showed that only
18 percent of the male beneficiaries 62-64 had retired because of layoff from
work or discontinuance of their jobs and an additional 3 percent had been
compulsorily retired. On the other hand, 53 percent had retired because of
ill health.#* Thus, the lower retiement age meets health problems more
frequently than unemployment problems. In the Social Security Amendments
of 1967, the Senate lowered the pensionable age to 60, but this was stricken
out in conference with the House.

Should the duration of unemployment insurance benefits for older workers
be increased to close the gap between the time a worker becomes permanently
unemployed, and in effect is retired, and the time when he can draw old-age
retirement benefits? Under the trade readjustment allowance program, bene-
ficiaries aged GO or over are eligible for an additional 13 weeks of benefits,
or for a total of 65 weeks of benefits. The railroad uncmployment insurance

®\furray, op. cir., gives a fuller discussion of these questions.
*Manpower Repors of the Presidens, 1970, Table A-20, p. 238.
“Social Security Bulletin, September 1970, Table Q-6, p. 63.

“Paimore Erdman, “Retirement Patterns Among Aged Men: Findings of the 1963
Survey of the Aged,” Social Security Bulletin, August 1964, Table 13, p. 9.
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system provides, in effect, for older workers by extending benefits for workers
with long years of service.

In 1965 Senator Jacob Javits introduced an amendment to §. 1991, an un-
employment compensation bill of which he was a cosponsor, which would
have continued the proposed federal ‘readjustment” or extended benefits
to claimants GO years of age or older until they reached age 65 and were fully
qualified for Social Security benefits, if the following conditions were met:
(1) the Secretary of Labor had certified that the claimants’ skills were obso-
lete, that they resided in a redevelopment area under the Area Redevelopment
Act, and that they possessed no skills for which there was a demand in such
area, and (2) they were registered at the nearest public employment office.
In 1966 the Senate added the Javits amendment to H.R. 15119, the UI bill
which eventually died in conference committee.

The question is whether the gap between an older worker's last employment
and attainment of retirement age should be filled by UI as the Javits amend-
ment would have provided, by Social Security, or by some other program.
Certainlv, before there is recourse to an income maintenance program, every
attempt should be made to find reemployment for the older worker. This may
entail retraining or resettlement of the worker. For many older workers who
have spent their working lives in one occupation or who have been perma-
nently displaced in an isolated community, the possibilities of reemployment
or relocation are practically nil, and the advantages of retraining correspond-
ingly miniscule. Some extension of UI benefit duration based on long and
substantial prior employment, such as was proposed in the Administration
UI amendments of 1965,** would be feasible and desirable; however, ex-
tension beyond a total period of more than 52 weeks would be out of
character with the UI program, which was designed to protect against short-
term unemployment primarily. It would be more logical to lower the retire-
ment age for Social Security benefits (with an actuarial reduction in the
amount of benefits) for those workers who have in effect been retired from
the labor force.s® There are limitations, however, to this; the age for eligibil-
ity for Social Security benefits could not be lowered below 60 without reduc-
ing the amount of benefits to meaningless amounts. Possibly the only solution
that would really meet the problem of the older displaced person is a public

“H.R. 8282, 89th Cong.

“Earlier retirement might be allowed for those in dangerous occupations or occupa-
tions involving arduous labor (underground miners, structural steel erectors, etc.).
Some foreign systems do this. Also, eatly pensioning of firemen and policemen is a
precedent.
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service program for such individuals, including white-collar as well as blue-
collar jobs.#

Retirement Benefits for Public Employees

Possibilities also exist for duplication of UI benefits with retirement bene-
fits for public employees. These benefits have become of increasing importance
among public income maintenance programs. Retirement and disability bene-
fits under the federal civil service retirement system totaled over $2.3 billion
in 1969; other govemnment retirement benefits, including military and state
and local government, totaled over $5.5 billion. There were 636,000 annu-
itants under the federal civil service system in December 1969.45

Duplication of federal civil service retirement benefits with UI benefits is
of particular importance because of the program of Unemployment Compensa-
tion for Federal Employees (UCFE). In a survey made by the U.S. Comp-
troller General in the District of Columbia during the week ending February
7, 1959, it was found that 36 percent of 1,610 former federal employees
drawing UCFE were civil service retirees. Of these, 298, or 18.5 percent, had
retired voluntarily. Secretary of Labor James P. Mitchell, in a letter to the
Comptroller General, dated August 9, 1960, said that a survey made by his
department covering the entire year 1958 had shown that 23.8 percent of
the claimants in the District of Columbia were retirees, but that only 7.4
percent of the claimants for the whole country were retirees and only 34
percent had retired voluntarily.#6 The Comptroller General recommended
that employees who have voluntarily retired and are drawing civil service
annuities be disqualified from drawing UCFE benefits. The Secretary of Labor
opposed this recommendation on the ground that many civil servants who
retire voluntarily do not necessarily intend to retire from the labor force. For
example, workers may leave civil service when a government agency moves
to another city. Nevertheless, in 1962, Congress amended the District of
Columbia UI law to prohibit the payment of benefits under that law to former
federal civilian employees who had voluntarily retired. In the author’s view,
as indicated above in connection with Social Security benefits, it would have

“The Ninety-first Congress included provisions for a large program of public service
employment for workers who cannot be placed in private or regular public employment
as a part of a comprehensive manpower bill, but this was vetoed by the President in the
closing days of Congress. A bill designed to create 200,000 public service jobs was in-
troduced in the early days of the Ninety-second Congress.

“Social Security Bulletin, September 1970, Tables M1 and M-3, pp. 32, 34.

“Unemployment Compensation, Hearings before the Committee on Finance, U.S.
Senate, 87th Cong., 1st sess, on H.R. 4806 (Washington: U.S. Government Printing
Office, 1961), pp. 160:109.
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been sounder to have provided that this prohibition would not apply if the
worker qualified for Ul benefits through non-civil-service employment.4?

The possibility of duplication of state and local government pensions with
UI benefits has been small because only a limited number of state and local
government employees are covered under Ul laws. The coverage under state
UI laws of almost a million jobs in state hospitals and institutions of higher
education, as required by the Employment Security Amendments of 1970, will
increase the possibility. The same principle with regard to duplication of UI
with pensions that was enunciated above should apply to any state or local
government annuitants.

Veterans' Benefits

There are two principal types of veterans' benefits for income support:
“compensation” for service-connected disabilities, partial or total; and “pen-
sions”’ for non-service-connected permanent and total disabilities.*®

The amount of veterans' compensation for service-connected disabilities
increases with the severity of the disability, ranging from $25 a month for
a 10 percent service-connected disability up to $450 for a 100 percent dis-
ability. Benefits for specifically listed disabilities range from $47 to $784 a
month. There is no reduction for other income.

Veterans’ pensions are paid to veterans with 90 or more days of wartime
service if they are permanently and totally disabled for reasons not traceable
to service. The pensions paid are in reverse relation to income, with higher
amounts going to veterans with low income and more dependents. The pen-
sions range from $29 to $110 a month for single persons, and from $34 to
$130 for persons with three or more dependents. No pension is paid if other
income is $2,000 or more when the veteran is without dependents and if
other income is $3,000 or more when the veteran has dependents. Veterans
65 years of age and over are considered permanently and totally disabled.
Veterans on the pension rolls on June 30, 1960, who chose to continue under
the law then in effect, receive flat-rate pensions, if their income does not ex-
ceed specified limits.

In July 1970 almost 2.7 million veterans were teceiving compensation and
almost 1.1 million were receiving pensions; the total amounts received

“"Congress had expressed such a restricted policy in the Temporary Unemployment
Compensation Act (Public Law 87-6, approved March 24, 1961).

“The unemployment compensation program for ex-servicemen, described on page
11 is a much smaller program.
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for the fiscal year 1970 were almost $2.4 billion and over $1.3 billion, re-
spectively.4®

Since veterans’ compensation is paid to veterans with partial disabilities
and it is possible for some with permanent and total disabilities to be re-
habilitated so that they can work again, veterans drawing veterans’ compensa-
tion or pensions may be able to secure employment in work covered by unem-
ployment compensation and acquire rights to unemployment compensation
when unemployed. The number of veteran pensioners who file claims for
unemployment compensation, however, is not large. A sample survey of
claimants in Washington State, made in 1961, found only about 1 percent
of the claimants were drawing a military pension of any type.5°

Fourteen states reduce UI benefits because of pensions received from any
employer. Eight of these states specifically exempt veterans’ pensions, and
three of the eight specifically exempt compensation for service-connected dis-
abilities.

The two types of veterans’ benefits require separate consideration insofar
as the treatment of duplication with UI benefits is concerned. In the case of
veterans’ compensation for service-connected disabilities, there is no reduction
for other income. This reflects public policy that compensation for these dis-
abilities, incurred jn service to the country, is essentially indemnity for these
disabilities. It should be noted, however, that a large proportion of such
veterans’ compensation is for disabilities that do not prevent the veteran from
engaging in employment. But since unemployment compensation is paid as a
matter of right without regard to need, and is based on the wages paid in
covered employment, it would be inconsistent to take such veterans’ compen-
sation into account in determining the amount of unemployment benefits.

Veterans’ pensions are somewhat different. Since they are paid for mon-
service-connected permanent and total disabilities, the federal government, as
an expression of public policy, takes other income into account. Unemploy-
ment insurance benefits are counted as such other income, so that the pension
may be reduced by any UI benefits received.s! This is more consistent than
for UI benefits to be reduced on account of the receipt of a veteran’s pension,
since the latter is essentially a relief program.

CStatistical Summary of VA Activities (Washington: Veterans Administration, July

1970).
®Pensioners Among Claimants Drawing Unemployment Compensation (Olympia,
Washington: Employment Security Department, Research and Statistics Section, Novem-

ber 1962}, 25 pp.
“In answer to an inquiry, the Veterans Administration informed the author that
wages and salaries are counted as income, and unemployment compensation is con-

sidered income received in lieu of a salary.
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Manpower Development and Training Act Allowances

The above-mentioned programs are programs whose sole purpose is to pro-
vide income maintenance to cover certain risks. We now turn to a program
in which income maintenance is auxiliary to the main purpose, the training
or retraining of unemployed. workers.

Unemployment insurance was unable to deal adequately with the persistent
long-term unemployment that emerged more prominently in the late 1950’s,
especially in certain areas and industries. For the unemployed with unmarket-
able skills in their local areas, UI benefits by themselves were obviously not
the answer. Technological change, especially automation, was then widely
held to be a significant factor in the problem. Increasingly, retraining and
relocation of workers displaced through technological change received more
attention as possible solutions, and help for depressed areas received first
priority. The persistent efforts of Senaior Paul H. Douglas over a period of
many years finally resulted in the enactment of the Area Redevelopment Act
(ARA) in 1961, which included a provision for training the unemployed in
depressed areas for the new industries that hopefully would be induced to
locate in those areas. Because almost all the states barred claimants in train-
ing from UI benefits, and since many of the unemployed in the depressed
areas had already exhausted UI benefits, provision was made for training
allowances, The first federal training allowance program, therefore, developed
in connection with ARA.

It was recognized that the problem of displaced workers was not confined
to the depressed areas. In the following year the Manpower Development and
Training Act (MDTA) was enacted to provide training throughout the
country. At first, the MDTA program focused chiefly on regular workers
who were dislocated from long-standing jobs due to structural change and
who faced the prospects of indefinite unemployment unless they could be
relocated or retrained.

In 1964 the government moved into the war on poverty and shifted the
emphasis in MDTA training programs to the poor, the disadvantaged, and
especialiy the young. In recent years relatively few of the unemployed who
entered MDTA training programs have been Ul claimants. In 1968 and
19069 fewer than 10 percent of the trainees enrolled in institutional courses
had been UI claimants; this compares with 32 percent in 1963 and 23 per-
cent in 1964.5

2 Manpower Report of the Presidens, 1970, Table F-5, p. 308.
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Individuals in training under the MDTA are entitled to receive training
allowances if they have had at least a year of gainful employment, or have
satisfactorily completed a Neighborhood Youth Corps program within the
six months preceding entry into training, or live in a redevelopment area.®®

About 80 percent of the 135,000 MDTA institutional trainees in fiscal
1969 were eligible for allowances.* The regular weekly training allowance
is equal to the state’s average weekly unemployment compensation payment.
If the trainee is entitled to a higher unemployment benefit, his allowance
is paid at the higher level. In addition to the basic amount of a regular train-
ing allowance, a trainee may receive an allowance of $5 a week for each
dependent beginning with the third; allowances are paid for a maximum of
six dependents. After the tenth week of training, regular allowances are in-
creased by $10 for single trainees and by $5 for trainees who receive only
$5 for a single dependent. The aggregate allowance paid an individual may
not exceed 80 percent of the statewide average weekly wage in covered em-
ployment. Allowances are not reduced for Social Security and similar benefits
even though such reductions may be required under some state unemploy-
ment insurance laws. Youths without a year of work experience who are en-
rolled in a special youth program receive youth training allowances equal to
the basic regular training allowance without augment or increase. Training
allowances for on-the-job trainees are reduced 1/40th for each hour of com-
pensated training. The allowances are payable for a maximum of 104 weeks
if the training lasts that long, Transportation allowances are paid to com-
muters and subsistence allowances to those living away from home.

MDTA provides that training allowances would not be payable if an in-
dividual is seeking or receiving UI benefits. Since a worker is not required
to file for UI benefits to which he is entitled, he can avoid this bar by
simply applying directly for training allowances instead. The potential Ul
claimant has many inducements to do this. He cannot lose by doing so, since
his training allowance will never be less than the UI benefit to which he is
entitled. He may gain by applying for the training allowance if he has more
than two dependents. Also, by first drawing training allowances, the Ul
claimant can preserve his UI rights for possible use after the completion of
his training if his training is of fairly short duration.

®Training allowances ordinarily may not be paid to (1) a member of a family or
household in which the head of the family or household is employed, (2) any member
of a family or household when the head thereof has terminated his employment for
the purpose of qualifying such member for training allowances, or (3) more than two
members of a single family or household, except trainees on projects for redevelopment
area residents.

“Manpower Report of the President, 1970, Table F-5, p. 308.
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If a trainee does receive UI benefits and is eligible for training allowances,
MDTA provides for reimbursement of the paying state. The burden of pro-
viding income maintenance to trainees is accordingly completely shifted from
UI to the MDTA program. Is this a wise policy? The public employment
service is financed from UI funds on the justification that it can expedite re-
employment and thus reduce the amount of UI benefits that otherwise might
be paid.®s Likewise, the use of Ul instead of MDTA funds to finance train-
ing allowances for insured workers who become unemployed would seem to
be justified since the training is designed to increase their employability and
reduce their vulnerability to unemployment. Such use of UI funds would
release MDTA appropriated funds for more trainees who are not insured.
In view of the pressures to limit federal appropriations, this may become a
consideration of increasing importance.

An argument against paying UI benefits to those eligible for them, rather
than paying MDTA allowances, is that many UI claimants would be pe-
nalized. The benefits of some would be lower than MDTA allowances. Also,
a goodly proportion of UI claimants would eventually exhaust their UI bene-
fits and have to transfer to training allowances before their training is ended.
Any proposal to pay the cost of allowances during training out of UI funds,
particularly if the allowances would be higher or for longer periods than Ul
benefits, would encounter the opposition of most employers because of the
possible effect on their experience-rated taxes. Unless a shortage of MDTA
funds creates pressures to finance training allowances for UI claimants from
Ul funds, the advantages of doing so, in this author’s opinion, would not be
worth the effort that would be needed to effect the change in view of the
small proportion of trainees who are eligible for UL

Before leaving the question of whether training allowances should be
financed by Ul, another development should be considered. Before MDTA
was enacted in 1962, only three states permitted continuation of UI payments
if a claimant undertook training. In other states it was argued that if a
claimant went into training, he was no longer available for work and there-
fore was ineligible for benefits. Since the passage of MDTA, about one-half
of the states have altered their laws or the interpretations of their laws to
provide that a claimant can continue to receive Ul benefits while he is taking
training approved by the UI agency. The Employment Security Amendments
of 1970, as of 1972, will prohibit all states from denying UI benefits to a
claimant taking approved training. At first blush, it might appear that such
a provision is unnecessary in view of the availability of training allowances

®The Employment Security Amendments of 1970 call for limiting the financing of
employment service costs by Ul taxes to those costs associated with services for the Ul
program. Some persons, however, believe that all employment service costs should be
financed from general revenues rather than from Ul tax revenues.
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under MDTA. However, not all the chimants who want to take MDTA
training arc cligible for training allowances. Some may wish to take training
not provided under MDTA. Also, MDTA might be modified or even dis.
continued, so that claimants taking training might still need UI benefits. The
new national policy that Ul benefits must be continued during training re-
enforces the justification given above for Ul rather than MDTA financing
of training allowances for the insured unemployed.

The linking of the amount of the training allowance to the statewide aver-
age Ul payment nceds examination. The average Ul payment in 1969 varied
from a low of $30 in North Carolina (826 in Puerto Rico) to a high of
$56 in Connecticut.>s These differences in no way reflect differences in the
cost of living. For example, the index of comparative living costs based on
a lower budget for an urban four-person family in 1969 was 96 in Denver,
in Dallas, and in Lancaster, Pennsylvania (United States average urban
cost = 100),** while the average UI benefit and, thercfore, the standard
training allowance was $51 in Colorado, $38 in Texas, and $46 in Pennsyl-
vania. In any event, the average UI payment has no direct relation to income
maintenance nceds of the traince. It may be more reasonable to structure the
training allowance on a basis more related to the trainee's income needs.
This would, however, be a difficult technical task. Also, it would make it
difficult to coordinate training allowances with UI benefits.

Although the Employment Service endeavors to locate a job for each per-
son as soon as he completes his training, these efforts are not always success-
ful; and the person may experience a period of unemployment before finding
a job for which his training has fitted him. A few whose training is com-
pleted in a short time may still be eligible for UI bencfits based on some
earlier employment, but the great majority of trainees have no income pro-
tection if they do not step immediately into a job.

With the increase in unemployment in 1970, the Manpower Administra-
tion recognized that trainees would find it more difficult to find employment
and, if placed in jobs, would be the first to br. laid off. Therefore, in August
1970, that administration created the Supplemental Training and Employment
Program (STEP) to operate in arcas experiencing serious increases in unem-
ployment. The State Employment Service refers unemployed trainees to public
agencies and private nonprofit institutions for work experience suited to the
employability plans of the trainces. STEP participants work a full 40-hour
week and are paid 90 percent of the prevailing wage for the occupation, not
to exceed $2 an hour. Participants aic assigned for a 13-week period and can

“Unemploymen: Insurance Siatistics, April 1970, p. 8.

YA Guide 1o Liting Costs ( Atlanta, Georgia: US. Department of Labor, Bureau of
Labor Statistics, undated ), Table 4 (processed).
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be reassigned for an additional 13-weck period if not placed in fulltime
employment.

Since STEP operates only in areas of scrious uncmployment, many trainces
clsewhere may be unemployed for a period after completing training. Con-
sideration should therefore be given to the continuation of income support,
at the training allowance level, for a temporary period — say 13 weeks —
after completion of training while the traince is looking for work. For the
traince who does find work but then loses his job before he has worked long
enough to qualify for Ul benefits, there might also be provision for some
additional income support, at the former training allowance level, for a
maximum period of 13 weeks.

Poverty Programs

In the early 1960’s the attention focused on the poor in the midst of plenty
by Michael Harrington's Porerty in America** aroused the American con-
science. President Lyndon B. Johnson dramatized the fecling that somcthing
should be done to reduce poverty by announcing the "War on Poverty,” em-
bodied in the Economic Opportunity Act of 1964. This Act provided for 2
multiple attack on poverty; the main etmphasis was on continued education
and training for work as 2 means of giving the poor the opportunity to escape
poverty through employment. For those unemployed poor entering such pro-
grams, income support was provided. Much of the cffort focused on dis-
advantaged youth.

New and modified programs have been developed through amendments
to the Economic Opportunity Act and through administrative changes. There
have been so many shifts in the programs, and changes in the emphasis placed
on them. that it is difficult to give a current picture of what they are ac-
complishing. The programs selected for consideration are the manpower pro-
grams providing income support in association with public employment or
training. or a combination of the two. These include the Neighborhood Youth
Corps, the Job Corps, and the smaller New Carcers and Operation Main-

stream programs.*®

#New York: Macmillan Company. 1963,

*The Concentrated Employment Program is not included because its approach utilizes
a variety of components of other programs and because it is primarily a selection process
for orientation. basic education. work experience. and cther types of job training. The
new Job Opportunities in the Business Sector (JOBS) program is not treated because
it is a job creation and placement program for the disadvantaged. The Work Incentive

Program (WIN) is treated on pages 44-45.
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Description of Programs

Neighborhood Youth Cups (NYC). In 1964 NYC was established to
alleviate the acute problem of high rates of school dropouts and unemploy-
ment among youths, especially in inner-city ghettos. It serves impoverished
youths 14-22 years of age who are school dropouts or potential dropouts.

There are two programs: inschool (including a related summer program),
and out-of-school The inschool and summer programs are basically work and
income programs to cncourage youths to remain in school until they obtain a
high school diploma. Youths 14-18 years of age attending the ninth to 12th
grades of school are cligible. Most of the funds are usced to pay enrollees’
wages. For the inschool program, although a maximum of 15 hours of work a
week was authorized, an average of only 11 hours has been provided in order
to spread funds to as many students as possible. The rate of pay is $1.25 an
hour, which was the federal minimum wage when the program started. Work
assignments have consisted of various chores around the schools, such as help-
ing in the office. classroom, and library, or performing custodial duties. The
principal value of the program has been to keep youths in school through
financial assistance, counscling, and encouragement

The summer program is related to the inschool program; it provides work
for school-age’ youths, almost all of whom attend school during the rest of
the year. There 1s little counscling or remedial education, but the youths are given
an opportunity to earn moncy and make a contribution to their communities
through beautification work; work in hospitals, libraries, and local govern-
ment offices; recreational programs; and other useful activitics. Although a
maximum of 28 hours of work a week was authorized. an average of 24 hours
has been provided for eight weeks. Pay is at the rate of $1.25 an hour.

The out-of-school NYC program serves those youths who have dropped
out of school and are unemployed. Until recently, the aim of the program was
more to engender work habits than to teach vocational skills. The enrollees
were placed on useful community work; most of the girls were assigned to
clerical and health work, while most of the boys were assigned to main-
tenance, custodial, conservation, or beautification work. Although on-the-job
training with private employers was authorized by the 1966 amendments,
apparently little or no training of this kind has been done. Thitty-two hours
per week were authorized, but enrollees averaged 28 hours. Pay rates have
been between $1.40 and $1.60 an hour. The average enrollment in the out-
of -school program has been about four months.

The program was completely redesigned in 1970 to provide education, skill
training, work expericnce, and supportive services such as health care for 16-
and 17-year-old dropouts. When possible, dropouts will be persuaded to re-
turn to school, or if the dropouts have the potential and desire for eventual
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admussion to 2 community college of postsecondary trade school, this will be
given priofity. 1f further education 1s not appropriate, the trainee will be
given training in a salable skill or trade. or if this is not appropriate, he will
he prepared through work experience for. and placed in, the best unskilled
or semiskilled entry job of which he is capable. All trainces arc given some
work experience, but such work is not to occupy more tnan a third of their
time. The trainces may be «cheduled up to 40 hours a week of education,
training. and work experience. Time spent in work experience will be paid at
the minimum or prevailing wage. Compensation for training time will be at
the rate of three-fourths of the basic MDTA institutional training allowance.
with a mininum rate of $26 for a 40-hour week.

Youth enroliment under these three programs in fiscal 1969 totaled $04,100.
For fiscal 1970. 423.500 youths were budgeted to be enrolleds” A supple-
mental apptopriation in May 1970 raised this above 500,000.

Job Corps. This program is intended to provide education and training for
voung men and women aged 16 to 21 who are severely disadvantaged because
of low cducational achievement and little or no occupational skill and whose
work and training potentials can be developed by a change from adverse home
ot ncighborhood environments. To achicve this purpore, the Job Corps cs-
tablished residential centers to provide intensive education. vocational training,
work experience, counscling, and medical attention. Since corpsmen are pro-
vided subsistence. shelter, clothing, and medical care, cash income main-
tenance is only $30-$50 2 month. Payments are on a sliding scale, increases
being used as an incentive for retention, training rogress, etc. On scparation
from the Cotps, a readjustment allowance of $50 is provided for each
month of enrollment to program completers and all who stayed six months

or longer.

As employment opportunities in gencral improved, Job Corps enfollees
tended to be younger. During April-June 1967, 56 percent of the enrollees
were 16 and 17 years old. In June 1967, 54 percent were black. During fiscal
year 1968, a total of 65,000 individuals enrolled in the Job Corps.

In 1969 the Job Corps was festructured and transferred from the office of
Economic Opportunity to the US. Department of Labor. Both the number
of centers and enrollment were sharply reduced with the stated purpose of
closing the less effective centers and introducing new types of centers to pro-
vide training and work experience in the youngsters’ home areas. As of
August 16, 1969, the number of Job Corps centers had been reduced from
1 level of 108 to 48, including 32 conservation centers, four large urban
centers for men, 11 smaller utban centers for women, and a cluster of 18

®Manpcuer, July 1970, p. 28.
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YV CA centers for women. Total entollment in fiscal 1969 was 53,000; for
fiscal 1970, 48,200 youths were budgeted to be enrolled *!

While reducing the number of existing centers, the Department of Labor
planned to open 20 new residential manpower centers. Eleven of these had
been opencd or were to be opened by the end of 1970, and nine were in 2
developmental state. When all the centers are opened. *hey will have a capacity
of 26,000.%*

These centers are smaller than the older type of centers, ranging in their
capacity from 200 to 350. and are intended to accommodate youths who
live in the local arca. Because of their local orientation, their training can be
geared to the demands of the area labor market and can provide a residential
srogram adapted to enrollee characteristics and aceds. In addition, seven
residential support centers (one of which had been opened by November
1970) are planned for youths with severe personal problems who are unable
to participate successfully in regular school or vocational training. Special at-
tention will be given to their personal problems. These centers will have an
average enrollment of 30.

New Careers. This program has the dual purpose of increasing employ-
ment opportunitics for disadvantaged adults 22 years of age or over and
helping to relieve the shortage of personnel in occupations related to health,
education, welfare, ncighborhood redevelopment, and public safety. Subpro-
fessional and paraprofessional work cxperience. education, and training are
provided. Enrollces are paid the federal or state minimum wage or the local
prevailing wage for the occupation, whichever s highest. The Manpower
Administration contracts with local nonprofit and government sponsors for
the operation of projects. The sponsoring agency is expected to guarantee
cmployment to the enrollee upon completion of training.

The program has encountered resistance by professionals reluctant to allow
entry to their occupations in any way other than that through which they
gained entrance. Also, fedzaral, state, and local civil service regulations hamper
effective implementation in public agences.

The New Carcers program was made a component of the new and larger
Public Service Careers program in fiscal 1970. More emphasis is to be placed
on enrolling youtk . with the minimum enrollment age reduced to 18 years.
The number enrolied in fiscal year 1969 was 3,800; under the expanded
program, 26,100 were budgeted to be enrolled in fiscal 1970.%

“Lo¢. it

=Joan Williams, ~ Making the Job Corps More Flexible,” Manpouer. November 1970,
pPp- 10-13.

" Manpouer, July 1970, p. 28.
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Operation Mainstream. This program, originally termed the Community
Work and Betterment Program, provides adult employment and training in
rural arcas. It is public employment designed for the betterment and beauti-
fication of local communitics. Enrollees must be at least 22 years of age. poor,
and unemployed or underemployed. The primary focus of the program is on
senior citizens. The program is administered nationally by the Manpower
Administration. but in the states is frequently operated by highway and
{orestry departments. One segment is operated by tribal councils on Indian
Rescrvations. Participants are paid the federal minimum wage or the local
prevailing wage and usually work 40 hours a week. There were about 200
projects emploving approximately 13.000 persons in fiscal 1968. In fiscal
1969, 11.300 were enrolled: for fiscal 1970, an estimated 12,200 persons were
budgcted to be enrolled.©*

Table 3

Enroliment in Work and Training Programs
Under the Economic Opportunity Act
at the End of Selected Months, 1969-1970

(in thousands)

Number of enrollees

|
i
i
s
'

Program 1969 1970
Jan. ' April July Oct. Jan.2

Neighborhood Youth Corps
Inschool and summer ... ... 999 | 1016 | 3564 | 96.1 | 103.9
Out-ofschool ............. 457 | 475 | 371 31.3 | 321
JObCOMPS - - 320 208 | 184 | 189 | 195
New Careers . .............. 33| 34 34 3.7 38
Operation Mainstream . .. .. .. 8.1 1! 10.2 10.9 12.8 12.3

Source: Manpouer Report of the President. 1970, Table 2, p. 59.
aPreliminary.
Contributions to Income Support of the Unemployed

The poverty programs that have just been described, with the exception of
Operation Mainstrcam, are not designed to provide income support for the
poor per c. Rather they are designed, through training or work, or both,
to assist the poor in lifting themselves out of poverty into productive, well-

“Loc. cit.
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paying employment. This is why the legislation authorizing these programs
was titled “The Economic Opportunity Act.”

Operation Mainstream comes the closest to being essentially an income
support program for the unemployed. The support is provided through em-
ployment at prevailing wages on a full-time basis. The median age of those
employed is 50. Many are retired farmers or other retirces drawing Social
Sccurity benefits, who restrict wages camed to the amount permitted without
loss of such benefits. Also, most of the work is in rural areas where there
are few opportunities for private employment. The program is, therefore,
essentially a public work relief type of activity reminiscent of the Works
Progress Administration (WPA) relief projects of the 1930's.

New Carcers is essentially an on-the-job training program. Since permanent
employment is promised at the end of the training, it should not be classified
as an income support program for the unemployed.

The inschool and summer Neighborhood Youth Corps programs are de-
signed not for the unemployed, but for high school students on the margin
of dropping out of school. These students are provided some income from
work with the hope that they will stay in school and not swell the ranks of
the unemployed.

Both the out-of -school Neighborhood Youth Corps program and the Job
Corps are designed for uncmployed youth. The NYC out-of-school program
until recently was designed to give school dropouts income and work ex-
perience until they could find normal employment. With its new emphasis
on cducation and training and the substitution of allowances for wages,
income maintenance will be subordinated, as in the Job Corps. The Job
Corps is primarily a program to provide basic education and training in a
skilled occupation, but during training it also provides subsistence in cash
and kind. It is more important as a training program, however, than as an
income maintenance program for unemployed youth.

Relationship of Poverty Programs to Unemployment Insurance

There remains for consideration the relationship of these programs to un-
employment insurance. The principal question is whether the time spent in
training or work under these programs might be counted as employment
covered under UL

With respect to the Neighborhood Youth Corps, the money carned in the
inschool and summer programs is too small by itself to be meaningful even
if it were covered by unemployment insurance. With respect to the reorganized
NYC out.of-school program, credit toward eligibility for Ul benefits might
be given for time spent in education and training, as is discussed below with
respect to the Job Corps.
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For a youth in the Job Corps, employment and wage credit toward eligibil-
ity for UI benefits might be provided by counting time spent in the Job
Corps as covered ¢mployment. In addition to the $30-850 a month allowance
that is paid, wage credit for the cost of subsistence, shelter, clothing, and
medical care might be allowed, as is done in the program of unemployment
compensation for ex-servicemen, so that a meaningful “wage” might be
established on which unemployment compensation could be based. Then the
corpsman could be made eligible for unemployment compensation in place
of the readjustment allowance of $50 a month now provided for each month
of enrollment. If a corpsman were to get a job immediately on leaving the
Corps and be laid off before he could establish eligtbility for unemployment
compensation on the basis of that job. he might use the credit he accumulated
as a corpsman or might combine his Corps credits with wage credits carned
on that job. A question can well be raised, however, whether it would be con-
sistent to give such credit if this were not done for persons taking MDTA
institutional training, especially since the present plans ate to place more dis-
advantaged youths in MDTA institutional training rather than in Job Cotps
centers. It would be difficult to justify giving credit toward UI eligibility for
time spent in MDTA institutional training because the income from training
allowances that would have to be used for wage credit is essentially a Ul pay-
ment, and is often paid in lieu of UL Wages paid to a traince under MDTA
on-the-job training are treated as employment covered by Ul since wages are
paid for actual work on a job; but this can be distinguished from institutional
training allowances. It would appear that continuance of the Jo' Corps re-
adjustment allowance of 850 tor each month a corpsman was enrolled is
more suitable than coverage under Ul The allowance should be increased
substantially, however, and paid monthly on demonstration that the youth is
in school or actively sceking work.

It would be more feasible to give UI bencefit credits to enrollees under the
New Carcers program, which operates virtually as on-the-job training. Since
trainees are guaranteed employment upon completion of training, the wage
and employment credits carned during training could be combined with
credits e~rned in a subsequent job. Most jobs will be in state or local govern-
ment of in private nonprofit agencics. Coverage would be practical only if
these agencies were covered by uncmployment insurance.®

Operation Mainstrcam co xes the closest of any of the programs under
consideration to providing income comparable to that in private competitive
ecmployment, paying as it docs the federal minimum wage or the local pre-
viiling wage for a 40-hour workweek. However, the program is essentially

“The Employment Security Amendments of 1970 provide for the coverage of em-
ployees in nonprofit organizations and in state hospitals and institutions of higher
education.
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a work relief program, designed primarily to provide income maintenance.
It would, therefore, be difficult to justify covering work in Operation Main-
stream under Ul Continuation of work under Operation Mainstream as long
as necessary would be a better solution.

Public Assistance Programs

Cash assistance is needed by many of the unemployed who are not covered
by unemployment insurance, whose Ul benefits are inadequate, or who have
exhausted their benefits. No provision for public assistance for the unem-
ployed was made in thc Social Security Act of 1935. At the time that the
Act was being planned by the Committee on Economic Security, the emphasis
on relief for the unemployed was being shifted from cash assistance to public
employment under the Works Progress Administration. This shift was made
on the belief that cash relief over a period of time was demoralizing; the
WPA program was justified as resulting in useful public work. It was also,
no doubt, based on the American cthic of the virtue of work.

Provisions were recommended and included in the Social Security Act for
federal grants-in-aid to state programs of public assistance, but these were
restricted to categories out of the labor force: the aged, dependent children,
and the blind. No provision was made for federal grants of cash relief for
the unemploycd. The aged and the blind were considered unemployable, as
were the totally and permanently disabled for whom an additional federally
aided public assistance program was later established. The Aid to Dependent
Chiidren (ADC) program was designed essentially for children in families
in which the father was dead, incapacitated, or absent, and the mother was
not working. The presence of an employable man in the houschold was suf-
ficient to disqualify the family from ADC even though he could not find work.

Welfare and the Unemployed

All states have adopted assistance programs for which federal aid was
available; but, in their general assistance programs, many jurisdictions have
not provided for aid to these who are employable. In 17 states no state or
local general assistance is provided (except in a few emergency situations) to
needy families if there is an unemployed father or another employable adult
persen in the family. In some states financial aid by the state is available to
local jurisdictions for public assistance to unemployed persons, but some
of the local jurisdictions in these states still deny relief to the unemployed.
Also general assistance payments, when they are made. are usually quite low:.
In the United States as a whole, payments under general assistance in July
1970 averaged only $54 a month per person receiving this assistance. The
highest payment per individual was $109 in New Jersey, and the lowest was
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$5 in Arkansas. The total number of persons recciving general assistance in
July 1970 was 921,000,% and only a small fraction of these were employable.

In 1961 the tide began to turn with respect to the exclusion of the unem-
ployed from public assistance. Widespread unemployment carly in that re-
cession year revealed that UT was far from supporting all the unemployed
and that the man-in-the-house ecxclusion under ADC was working scvere
hardships on families with an unemployed male head. For the states that
did provide general assistance, the financial burden was severe. Accordingly,
when Congress passed the Temporary Extended Unemployment Compensa-
tion program to carry UI claimants for longer periods, it also amended the
ADC program to allow states to provide federally assisted aid to families
with an unemployed parent present.®” The change was not a mandatory onc,
and the states have only slowly adopted this course. As of June 1970, only
23 of the states had done so. In these states some 99,100 familics with an
unemployed parent received assistance that month.5

There are a number of reasons why so many unemployed parents are
drawing AFDC instcad of UI benefits. In part, it is a coverage problem.
Many of the jobs not covered by Ul — especially in agricultural cmployment
and domestic houschold service—are low paying and irregular, and a good
proportion of the workers who have such jobs are poor. And many unem-
ployed persons qualifying for UT benefits are unemployed so long that they
exhaust their Ul rights and must seek public aid.

Work Incentive Program (WIN)

Throughout the 1960°s, welfare programs became increasingly contro-
versial. The AFDC segment, for many rcasons, has grown larger, counter to
the downward trends that occurred regularly in the past when overall em-
ployment was rising. Criticism has consequently centered on that program.
Congress attempted to grapple with this problem in various ways during this

riod. The major direction taken was to encourage AFDC adult recipicnts,
mostly welfare mothers, to undertake training for employment so that they
might become as self-supporting as possible.

The Social Sccurity Amendments of 1962 provided for federal matching
of state funds to finance Community Work and Training (CWT) programs
for the recipicnts of AFDC-UP. These programs were designed to provide,

*Sccial Security Bulletin, December 1970, Table M-26, p. 41.

“The program was renamed “Aid to Families with Dependent Children™ (AFDC):
for that part of the program designed to aid states which made families with an un-
en ployed parent eligible, "Unemployed Parent” was added to the title (AFDC.UP).

“National Center for Social Statistics, Report A-2, June 1970,
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in addition to work relicf, various services that would help rehabilitate the
welfare recipients. However, by 1964 when the Economic Opportunity Act
was passed, only 10 states had begun CWT programs. Title V of that Act was
therefore designed to provide for an expanded Experience and Training Pro-
gram which would be available not only to AFDC recipients but also to
other needy employable individuals who could not qualify for public assis-
tance under the stringent cligibility rules. It was expected that widespread
use of the program would be encouraged through the 100 percent federal
financing that was made available. The results of this program were disap-
pointing, however, largely because the subtraction of all carnings (in most
cases from the AFDC payments) destroyed incentive to work. In additior,
the program did not prove to be very effective in providing education and
training to its participants.

The 1967 amendments to the Social Security Act craated the Work In-
centive Program (WIN) to overcome the deficiencies of the two carlier pro-
grams, which were to be phased out. The WIN program sccks first to assist
an enrollee in obtaining employment. If the enrollee cannot immediately be
placed in employment, he may be placed in training. If neither employment
nor training can be arranged, the enrollee is to be placed on a special work
project. WIN provides incentives for participation by specifying that therce
shall be no reduction in the AFDC allowance for the first $30 in monthly
camnings and for one-third of the balance. Enrollees in classroom, institutional,
or work-experience training receive an incentive payment of 830 a month
in addition to AFDC allowances. Child care and expense allowances related
to the participation of the enrollee in the WIN program are also provided.
All adult members of familics, as well as youths over 16, who are recipients
of AFDC are eligible for WIN services.

When WIN became fully operational, after fiscal 1969, the target popula-
tion was the estimated 1.4 million recipients of AFDC over 16 years of age.
The number enrolled in fiscal 1969 was 80,600, and the cumulative total as
of April 1970 was 153,000. More than 72,000 were still being trained in
April, nearly 27.000 were at work, and more than 53,000 had dropped out.
Problems of administrative coordination between agencics, state and local
patticipation in financing, inadequate child-care arrangements, and difficulties
in setting up special work projects for those who cannot be placed in regular
employment — these and other problems have hampered the program.©®

®WIN Report — Problems, Progress, Prognosis,” Manpouer. September 1970, pp.
8-13.
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Proposed Family Assistance Plan**

President Nixon, in an address to the nation on August 8, 1969, declared
that the present welfare system is a failure. He pointed out that aid outlays
under the AFDC program had tripled since 1960; that the number of recip-
ients had more than doubled; but that benefits were still inadequate in most
states. He also pointed out inequities in the program: (1) that AFDC pay-
ments varied from $39 for a family of four in Mississippi to $263 for such
a family in New Jersey; (2) that in none of the states in a family where the
father is working full time and the mother is in the home can the family
be cligible for AFDC even though the father’s carnings are below the poverty
level, and in Lalf the states families headed by unemployed males are in-
cligible for AFDC; and (3) that it is possible for a working family to be
worse off than a family on public welfare.

In October 1969 President Nixon followed this address with detailed
proposals to Congress for sweeping reforms in the welfare system.”* These
proposals were incorporated in H.R. 14173 which was passed in the spring
of 1970 by the House of Representatives in modified form as H.R. 16311.
Most important was the proposed replacement of the AFDC program with
a federal Family Assistance Plan (FAP) which would assure a floor of in-
come for all families with children who cannot adequately support them-
sclves. The Senate Com nittee on Finance, in which there was strong opposi-
tion to FAP. reported only a pilot plan to be tried out on an experimental
basis. Even this, however, was removed from the Social Security bill in the
final days of the Ninety-first Congress in an cffort to break a legislative log-
jam. The F AP proposal was given first priority in President Nixon's legislative
program for the Ninety-second Congress.

Features of FAP. FAP calls for federal payments that could total $500
a year for each of the first two members of an incomeless family plus $300
for cach additional member. For a family of four with no income, payments
would total $1,600 a year. If there are earnings from employment of a family
member, the first $720 would be disregarded, and the payment would be
reduced by 50 peecent of the carnings above $720. Income from work would
be supplemented until earnings reached $3,920 a year. In addition to cash

*In the following analysis. the author has avoided taking a position for or against
the soundness or desirabiliy of FAP.

Committee on Ways and Means. U.S. House of Representatives, The President's
Proposals for Welfare Reform and Social Seeurity Amendments of 1969. Committee
Print (Washington: US. Government Printing Office, 1969), p. 45.
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payments, the family would be eligible for food stamps.’ Each state with an
AFDC payment level that would be above the family assistance level would
have to agree to supplement family assistance payments up to the higher
level for those eligible under the current AFDC program.”™ All but eight of
the states would have been in this position in 1969.

Families with children would be eligible for FAP payments on the basis
of income deficiency alone, regardless of whether family members were em-
ployed, unemployed, or unable to work. Under the FAP proposal of the
Administration, some assistance would be paid to an estimated five million
families, including nine million adults and 16 million children.?

Under the FAP proposal employable adult members of a family receiving
payments would be required to register with public employment offices for
training or work, with certain exceptions including mothers with children
under six years of age. Refusal by such persons to accept suitable work or
training would result in denial of payments to them, although payments
would continue for other family members. Training and child care programs
would be expanded to make it possible for those who can work to do so.
Supplemental payments of $30 a month would be paid to those undertaking
training, except that participants in MDTA institutional training would re-
ceive in addition the difference between the FAP payment and MDTA train-
ing allowance.™

It will be recognized by those familiar with such plans that FAP is similar
to negative income tax plans, except for its limitation to families with chil-
dren, its supplementation in states paying higher AFDC, and its requirement

?0On February 24, 1971, John G. Veneman, Under Secretary of the Department of
Health, Education, and Welfare, presented a revised plan to the House Committee on
Ways and Means, which would provide a basic $2,200 annual federal allowance for
a family of four, but would exclude the family from food stamps. Since details are not
available on this revised plan and the Committee on Ways and Means has not taken
action on this revised plan as this goes to press, the original Administration plan and
the bill (H. R. 16311) as passed by the House in 1970 will be used in discussing the

FAP plan.

“Under the bill passed by the House (H.R. 16311), the state would receive a federal
grant equal to 30 percent of such supplemental aid.

“Manpower Report of the President, 1970, p. 155.

®In addition to the changes in the FAP made by the Administration in 1971 as in-
dicated in footnote 72, the Administration proposed an $800-million plan to create
225,000 city and state public service jobs in which adult welfare clients would be placed
if no private jobs were available. The federal government would pay the full first-year
cost, and the states would pay 25 percent of the cost the second year, and 50 percent the
thicd year. Press reports did not indicate how this would be tied in with the training pro-
gram for welfare recipients.
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that recipients accept training or suitable work. Most of the considerations
for and against such plans would apply to FAP.

FAP and the nnemployed. To what extent would FAP fill the present gaps
in income maintenance for the unemployed? In trying to arrive at an esli-
mate, it must be kept in mind that FAP will cover only families with chil-
dren and that it is aimed principally at mothers on AFDC, most of whom are
not now in the labor market, and at low-income employed parents, many of
whom experience some unemployment during the year. Because of its income
limitations, FAP would assist only a fraction of the unemployed. An analysis
for 1968 indicates that no more than 10 to 15 percent of the 11.3 million
persons with any unemployment during that year would be eligible for FAP
payments as members of poor families (see Appendix A).

A small fraction of the unemployed living in poverty are eligible for UL
most of those who receive UI benefits are above the poverty level. To begin
with, only a limited proportion of all the unemployed receive any UI benefits
(sec Table 1, page 6). The great majority of the insured unemployed tend
to be out of work for short periods. Most of them work fairly steadily through-
out the year. Most male UI claimants have earnings that by and large place
their families above the poverty line. Although the earnings of female claim-
ants are considerably lower, in most cases other earners in their families make
their combined family income higher than the poverty level. Probably most
of the adult unemployed among agricultural and household workers are in
poverty, but they are not covered by UI. Also among the poor are many
long-term unemployed who have exhausted UI and many hard-core unem-
ployed adult male family heads, never eligible for Ul, who have withdrawn
from the labor force and are no longer counted among the unemployed.

FAP and nnemployment insurance. 1f the proposed plan were adopted,
based simply on a deficiency of income from a statutory standard, what should
be the relationship of UI to such assistance? Now, AFDC payments are re-
duced by any amount of UI benefit that is received. Under the Administra-
tion proposal, the family assistance payments would also be reduced but only
by one-half the amount of UI benefits received.” Thus, UI benefits would be
treated essentially the same as wages, but the exemption from reduction of
the first $720 in wages would not apply to UI benefits. The justification given

“For a critical analysis see Christopher Green, Negative Taxes and the Poverty Prob-
lem (Washington: The Brookings Institution, 1967); and George Herbert Hildebrand,
Poverty, Income Maintenance, and the Negative Income Tax (Ithaca: New York State
School of Industrial and Labor Relations, Cornell University, 1967).

“EAP would be reduced by the amount of any annuity, pension, or disability benefit
that is received (including any veteran's benefit, workmen's compensation, OASDHI,

and railroad retirement).
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for this treatment is that Ul benefits are deferred compensation for previous
work. This author has the same view.™®

HR. 16311 as passed by the House of Rcpresentatives in 1970, however,
would have reduced the FAP payments by the total amount of UI benefits re-
ceived. The psychological situation under this change would be entirely dif-
ferent. The unemployed person would be entitled to 'AP payments as a right,
hopefully without the stigma attached to a public assistance payment. There
would, therefore, be no psychological or social advantage in his receiving
UI benefits. He would probably, therefore, forego the bother of applying
for UI benefits, unless these benefits were higher, and would instead claim
FAP in full. If the law were so framed that he must first apply for UI bene-
fits, he would look on UI as a nuisance, rather than as a superior form of
compensation.

The family assistance payment would often be more adequate than the
U! payment, which would be low because of the low earnings of most of
those eligible for FAP.™ On the other hand, since FAP would be based on
some measure Of prior annual income, the net FAP payable might be scaled
down to levels below Ul benefits, especially for small families. In any case,
since the family assistance payments, cven if supplemented by food stamps,
would be only about two-thirds of what is needed to avoid poverty, the Ul
benefit could help fill the gap.

There would be many more Ul beneficiaries eligible for FAP than there
are Ul beneficiaries who also draw public assistance today. This is largely due
to the present restrictions in state and focal welfare programs on payment of
public assistance to employables. Since FAP is definitely designed to assist
employables and to help them find employment, much larger numbers of its
beneficiaries would qualify for UL The problem of coordinating Ul with
FAP would therefore be much more important than is the problem of co-
ordinating UI with public assistance today.

There is no indication in the bill or in the House committee report how
administrative coordination of UI with FAP would be effected. Presumably,
the receipt of UI benefits would have to be declared on the application form
for FAP. There could be arrangements for checking Ul recipients against
FAP rolls through computerized procedures so as to apprehend FAP claimants
who do not report the receipt of Ul benefits.

“The Role of Unemployment Insurance Under Guaranteed Minimum Income Plans
(Kalamazoo, Michigan: The Institute, June 1969).

®This might happen more frequently in the states now granting AFDC payments
higher than those proposed under FAP because those states would be required to sup-
plement FAP up to their present levels of AFDC payments.
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Exclusion of childless couples and single persons from FAP. The FAP
proposal would not apply to the poor single adults or married couples with-
out children; only food stamps would be available to them from the federal
government. According to the Social Security Administration’s poverty index
in 1966, there were 4.4 million poor married persons without children and
2.1 million unrelated poor individuals under 65 years of age.s°

It may not be politically feasible at this time to cover married persons
without children and single persons under FAP because of the cost and
because public attention is now centered on the AFDC program. If FAP
or some similar guaranteed income program is adopted, it should eventually
be extended to childless couples and single persons. ‘This was recommended
in the report of the Commission on Income Maintenance appointed by Presi-
dent Lyndon B. Johnson in January 1968.5

General Assistance for the Unemployed

In a third of the states and in a number of localities in other states, as has
previously been pointed out, families with employable persons are not eligible
for public assistance.

If the FAP proposal is adopted by Congress, this deficiency will largely be
overcome for families with children. As just discussed, however, childless
couples and single persons will not be eligible for FAP. Therefore, even if
FAP were adopted, general assistance should be made available in all states
and localities to all needy unemployed persons who are not or are inadequately
protected by UI or other programs. The assistance granted in many states is
now very low and should be increased to adequate levels. It is unlikely, how-
ever, that either coverage or amount of assistance will be very much improved
by state or local government action. Probably these changes can come about
only through a comprehensive reform of the entire public assistance program
in which general assistance is incorporated into a noncategorical public as-
sistance program such as was proposed by the Advisory Council on Public
Welfare in 1966.%2

®Mollie Orshansky, “The Shape of Poverty in 1966," Social Security Bullefin, March
1968, Table 2, p. 5.

Poverty Among Plenty: The American Paradox, November 1969.

®H aving the Power, We¢ Have the Duty, Report of the Advisory Council on Public
Welfare to the Secretary of Health, Education, and Welfare (Washington: June 29,
1966).

This Council was appointed in July 1964 by the Secretary of Health, Education, and
Welfare, under a congressional directive included in the Public Welfare Amendments
of 1962.

50

1.'\.-,',5";.‘
A R

o et e o -
SR VYT,
R TSR




III. Summary and Conclusions

Unemployment insurance was designed to be the principal income support
program for workers who lose their jobs, and .it does indeed play this role.
It does not, however, provide for all unemployed persons, nor docs it pro-
vide adequately for most of its recipients. Programs of income maintenance
for those who have lost their income for other reasons, principally disability
or old-age retirement, also provide income to some who suffer income loss
due to unemployment. Other programs have been developed to provide in-
come maintenance for those unemployed who are in training for employment.
Certain antipoverty programs whose aim is training or employment, or both,
have income maintenance aspects. Public assistance exists as a relief program
for the needy, but aid to needy families with dependent children is available
to families with an unemployed parent in only about half the states, and gen-
eral assistance is not available to employable persons in many states and local
jurisdictions. Finally, under consideration by Congress is a plan for a basic
minimum income for all families with children, which would bring a measure
of support to 10 to 15 percent of the lowest income unemployed persons,
most of whom are not eligible for unemployment insurance benefits.!

The fragmentation of programs that provide income support for the un-
employed causes differences between programs in terms of their purposes,
benefit levels, coverage, eligibility conditions, etc., and thereby produces con-
fusion and some inequities. Fragmentation also presents problems of dupli-
cation of benefits and of administrative coordination. The limitations of the
programs in their scope and coverage leave large'numbers of the unemployed
with no income support at all.

In considering these problems, certain principles or assumptions have gov-
erned. The first is the assumption that most of the unémployed need income
support. Second, if a person is in need of 4ncome due to wage loss from
unemployment through no fault of his own, he has a right to public support.
Third, unemployment insurance is the basic program to provide income sup-
port for the unemployed. Fourth, in order to preserve its values as an in-
surance program, UI has certain limitations. Fifth, because of these limitations,
it is necessary (a) to develop programs to meet special needs of the un-
employed and (b) to provide public assistance to meet the needs of those
who are not provided for by UI or other programs. Sixth, duplication of sup-
port from two or more programs should be minimized.

'A summary of the size and scope of these various programs is given in Appendix B.
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Unem pl oyment Insurance

Because of exclusions from its coverage, restrictive eligibility and disquali-
fication provisions, and limitations on the duration of benefits, UI provides
protection for only about a third of the unemployed in prosperous times and
not much more than half of them in periods of recession. Protection could be
increased through expanded coverage, more adequate amount and duration
of benefits, and less stringent requirements for the receipt of benefits. Also,
because of the fragmentation of the UI system into 55 programs, protec-
tion is quite uneven. Protection could be scaled upward through federal
minimum benefit standards. Nevertheless, even if all possible improvements
were made in the Ul program, its protection of the unemployed cannot be
complete because of the limitations necessary to preserve its values as an
insurance program. -

Even though unemployment insurance (except for railroad workers, federal
civilian workers, and ex-servicemen) is administered through 52 different
state programs, protection has been fairly completely coordinated among
them for interstate workers through voluntary state action. The separate
federal programs for federal civilian workers and ex-servicemen have been
coordinated with the state programs by providing benefit rights according
to the UT laws of the state in which those protected by those programs worked
ot filed claims. Railroad unemployment insurance exists apart; but since few
railroad workers have employment outside the railroad industry, coordination
problems with other UI programs are minor. By extending coverage and by
requiring all states to coordinate interstate arrangements fully, the Employ-
ment Security Amendments of 1970 will lessen some of the problems of
fragmentation within the federal-state UI system.

Trade Readjustment Allowances
and Disaster Unemployment Assistance

The program for Trade Readjustment Allowances (TRA), under the Trade
Expansion Act of 1962 and the Automotive Products Trade Act of 1965, is
directly competitive with unemployment insurance. This program provides
for benefits to workers unemployed as a result of the adverse effects of trade
agreements. Benefits are higher in amount and longer in maximum duration
than most state UI benefits. Duplication of UI benefits with TRA is prevented
through administration of the TRA program by state unemployment insurance
agencies; any UI payment is deducted from the readjustment allowance. Be-
cause of the limited number of petitions that have been filed and approved,
only a small number of workers have been actually paid TRA and, therefore,
there has been little impact on the level of UI benefits. If the idea of federal
“readjustment compensation” for unemployment caused by government policy
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were extended to include, for example, unemployment caused by changes in
defense and space procurement, the implications for UT would be serious.

A program of Disaster Unemployment Assistance was enacted in 1969 to
provide cash assistance to persons who become unemployed as a result of a
disaster. The self-employed as well as all wage and salary workers are eligible.
The weekly amount of assistance is the basic MDTA institutional training
allowance payable in the state, and it is payable up to the maximum duration
allowed for UI benefits in the state. The assistance is reduced by any UI,
Trade Readjustment Allowance, or MDTA allowances received. Payments
are made through the state employment security agency so that there is co-
ordination with the other benefits mentioned above.

Disaster Unemployment Assistance and Trade Readjustment Allowances
are examples of the fragmentation that occurs when the basic unemployment
insurance program is inadequate. TRA was secured by organized labor be-
cause of the inadequacies in amount and duration of UI benefits. Disaster
Unemployment Assistance was enacted because of the limitation in coverage
and rigidities in eligibility requirements of UI.

Income Support Programs for Other Risks

When we turn to social insurance programs other than Ul (including Tem-
porary Disability Insurance; Workmen's Compensation; and the federal Old-
Age, Survivors, Disability, and Health Insurance program), many possibilities
of duplication of benefits with UI arise.

Only five states, Puerto Rico, and the railroad industry have public pro-
grams of temporary disability insurance for non-work-connected disabilities.
With one exception, these states provide for the administration of UI and
TDI by the same agency, thereby preventing duplication or the provision of
very similar or identical benefits. The other and more serious problem for
Ul results from the lack of public TDI in most states. Some states without
TDI legislation fill this gap to some extent for unemployed workers by pro-
viding that UI claimants can continue to draw Ul benefits while disabled if
they are not offered suitable work during their disability. While this meets
a small part of the total need, it requires the modification of a basic UI prin-
ciple that only warkers able to work should receive UI benefits. The real
answer in this area. is the enactment of public temporary disability insurance
coveting all workers throughout the nation.

Although workmen’s compensation for wage loss due to industrial acci-
dents and diseases presents the possibility of dupiication with Ul benefits,
such duplication is probably small. Temporarily but totally disabled persons
are disqualified from UI benefits by their inability to work. About one-half
of the states reduce or deny the Ul payment if a worker is drawing work-
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men's compensation for temporary disability. If the UI claimant is only
partially disabled and able to do some work, reduction of his benefits by the
amount of workmen's compensation is justifiable, but total denial of benefits
seems unjustified. In cases of the very long-term payment of workmen’s
compensation for permanent disability, whether partial or total, a few states
reduce the UI benefit by the amount of workmen's compensation. However, if
the disabled worker has been able through rehabilitation or otherwise to
resume employment and has qualified for UI on the basis of such employ-
ment, there is no justification for reduction or denial of UI benefits. There
appears to be general agreement on this, as only a few states reduce or deny
UI in such cases.

In the case of old-age insurance benefits paid under the Social Security
program, a small but significant percentage of UI claimants have been draw-
ing such benefits. Almost a third of the states reduce the amount of UI bene-
fits by the amount of the old-age insurance benefit received, but the rest of
the states disregard such payments. In most cases of pensioners drawing UI,
it has been found that the UI payments are based on employment subsequent
to the claimant's becoming an old-age insurance beneficiary. If such is the
case, and especially if the individual was forced to retire through lack of
employment or by compulsory retirement clauses, there is good reason to dis-
regard such duplicition of benefits. The same considerations should apply
to public retirement benefits.

Large numbers of older workers, after exhausting their Ul benefits, are
unable to find further employment because of their age and must wait, per-
haps for years, before they are able to commence drawing reduced Social
Security benefits at age 62. One way of meeting their needs would be to
extend their UI benefits to cover up to 52 weeks of unemployment, but pay-
ment of UI for more than a year would be out of character because this pro-
gram was designed chiefly to protect against short-term unemployment. Some
persons believe that the qualifying age for Social Security benefits should
be lowered to 60, or even less. If the old-age benefits were actuarily reduced,
however, the resulting benefit amount might be so small as to be meaningless,
especially if the pension began below age 60. Possibly the only solution for
displaced older workers, if retraining is not feasible, is a public empleyment
program for them, such as the one which was passed by the Ninety-first
Congress.

Retirement benefits for public employees are becoming increasingly im-
portant among income maintenance programs. Surveys have shown that there
is some duplication between federal civil service retirement benefits and Ul
benefits for federal civilian employees. Duplication of such benefits should be
prohibited except when the worker has qualified for UI benefits through non-
civil-service employment. The possibility of duplication of UI with state and
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local government retirement benefits will increase with the extension of cov-
erage under state UI laws of employment in state hospitals and institutions
of higher education as provided under the Employment Security Amendments
of 1970.

Veterans' disability benefits also present areas where there is a possibility
of dual income support for unemployed workers. Only a few states reduce
or deny UI benefits, however, if the worker is in receipt of a veteran’s bene-
fit. If the veteran's disability is only partial and he is able to continue work-
ing, or if through rehabilitation he is again able to work, his veteran’s com-
pensation continues. If he subsequently works in covered employment and
loses his job, UI benefits should be paid without regard to the other com-
pensation. In the case of veterans’ pensions which are paid to those with low
income for non-service-connected permanent and total disability, the pension
act provides that UI benefits will be taken into account along with other
income in determining whether or not the veteran is entitled to a pension.
Reduction of the pension is more appropriate than adjustments in UI benefits
since the pension is essentially based on need.

MDT A Institutional Training Allowances

Careful thought went into the coordination of UI with institutional train-
ing allowances provided under the Manpower Development and Training
Act. MDTA prohibits duplicate payments. Even though eligible for. UI, a
trainee normally will file for the MDTA training allowance since it will
equal the UI benefit amount to which he is entitled. He can also draw higher
training allowances if he has more than two dependents. The burden of
income maintenance for trainees eligible for UI'is thus shifted to MDTA.

Gearing MDTA institutional training allowances to the average weekly
amount of UI benefits paid in each state assumes interstate differences in
wage levels. As a national program, it can be argued that the training al-
lowances should be uniform throughout the country, that is, adjusted for
differences in the cost of living in different parts of the country. The varia-
tion in average UI payments in fact relates only accidentally to variations in
living costs.

MDTA institutional training allowances can be paid up to two years if
the training continues that long — a much longer period than UI pays. This
difference can be justifid, however, since many trainees would be unable to
complete their training if allowances were terminated before the end of their
training.

Although payment of training allowances to insured workers from UI funds
could be justified on the grounds that the training increases the employability
of the claimants, such a change would be of no advantage to the trainees. It
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could be to a trainee’s disadvantage if his MDTA training allowance had been
higher than the UI benefit or had been paid for a longer period. Unless
financial stringencies in MDTA funds make it necessary, such a change
should not be seriously considered.

At the time the Manpower Development and Training Act was passed, all
but three of the state UI laws denied UI benefits to 2 worker if he undertook
training on the argument that he was no longer available for work. It has
since been recognized that this discourages a worker from undertaking train-
ing, and about half of the states have removed such restrictions. The Employ-
ment Security Amendments of 1970 will prohibit all states from denying Ul
benefits in such cases. This makes it possible for a Ul claimant to receive
benefits while he takes approved training other than under MDTA.

Many trainees cannot immediately find a job for which their training has
fitted them, and they need some kind of income during this petiod. The Man-
power Administration, in 1969, instituted a Supplemental Training and Em-

loyment Program which will partially meet this need. Unemployed trainees
will be referred to public agencies and private nonprofit institutions for work
experience. They will be paid the prevailing wage up to $2 an hour for a
40-hour week. Participants can be assigned for periods up to 26 weeks. The
program is limited, however, to areas that have had a serious increase in un-
employment. It would be desirable to continue income support up to, say,
13 weeks for all trainees who cannot find work on completion of training
or who lose their post-training jobs before they can qualify for UL

Poverty Pro grams

None of the poverty programs present any problem of coordination of income
payments with UL Those that provide training or employment or a mixture
of the two raise the question of potential credit toward coverage by Ul for
the time spent in these programs. These include the Neighborhood Youth
Corps, the Job Corps, and the smaller New Careers and Operation Main-
stream programs.

Since the inschool and summer N'YC programs are designed to encourage
youths to remain in school and the earnings from them are small, it would
be neither feasible nor desirable to cover work in those programs by UL On
the other hand, it might be desirable to credit time spent in the out-of-school
program toward UI protection since that program is designed to bridge the
gap between school and employment. However, it would be more appropriate
to continue the allowance received during training, as proposed below for
the Job Corps. ‘

Credit toward UI also might be given for the time spent in the Job Corps,
basing the amount on the $30-$50 a month allowance provided to persons
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while enrolled, as well as on the cost of subsistence afforded — shelter,
clothing, and medical care — as is now done under the unemployment com-
pensation program for ex-servicemen, However, if this were done, UI credit
should be given for training under MDTA to be consistent. The income in
institutional training allowances under MDTA, however, is in lieu of UI and
could hardly be used as credit to qualify for UI benefits. A better solution
would be to increase substantially the readjustment allowance paid on com-
pletion of training in the Job Corps — §50 for each month of enrollment —
and pay it monthly if the enrollee has returned to school or is actively seek-
ing work.

Since the minimum or prevailing wage is paid under the Operation Main-
stream program and full-time work is provided, it might be more feasible for
Ul to cover this employment, It is questionable, however, whether workers
in Operation Mainstream should be covered since it is essentially a work
relief program. Continued enrollment in Operation Mainstream would be
more appropriate. The employment of those enrolled in the New Careers
program is automatically credited toward UT only if the sponsoring agency
is covered.

Public Assistance

If needy unemployed persons throughout the country were made eligible for
public assistance, the biggest gap in income protection for the unemployed
would be filled. This was partially but very inadequately accomplished through
the extension of Aid to Dependent Children to families with unemployed
parents, under a federal amendment in 1961. AFDC.UP has been imple-
mented in only about one-half the states.

The Family Assistance Plan proposed by President Pichard Nixon, now
under consideration by Congtess, would substitute for ine AFDC program
a basic floor of income for all families with children; it would be available
not only to the unemployed butsalso to the working poor. A basic minimum
annual income of $1,600 for a family of four (more recently $2,200) is
proposed.

Under the President’s plan, total payments would be reduced by 50 per-
cent of any earned income in excess of $720 a year and by 50 percent of
the earnings above $720. The latter reduction would apply to unemployment
insurance payments, which would still give a financial advantage to unem-
ployed persons eligible for UI benefits. Under the bill passed by the House
of Representatives in 1970, however, FAP would be reduced by 100 percent
of any UI be .fit received. This would provide no advantage for an unem-
ployed worker who can qualify for unemployment insurance. The likelihood
is that workers would forego any claim for UI under the House bill unless
they would gain by doing so.
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In any case, cross-reporting between the administrators of FAP and the
UI agencies would be necessary to prevent unauthorized duplication of bene-
fits. The possibilities of duplication would not be large, however, even if
FAP were reduced by only 50 percent of UT benefits received, since most
of the unemployed who qualify for Ul have higher incomes than would
be subsidized under the Family Assistance Plan. If FAP had been in effect in
1968, it might have given income support to not more than 10 to 15 percent
of the unemployed (see Appendix A).

The Administration proposals, as well as the House bill, would exclude
single adults and married couples without children from the Family Assistance
Plan. It would thus leave unprotected about 6.5 million persons with deficient
income. Such coverage, however, should eventually be provided if FAP is
adopted. Needy employable individuals are ineligible for relief under the
general residual welfare programs in most states and localities. Many needy
unemployed individuals without children will thercfore continue to have no
protection if FAP as now proposed is adopted. Accordingly, whether or not
FAP is adopted, it is desirable and necessary that general assistance be made
available to unemployed persons in all states and localities who have no
(or inadequate) income support from UI or other programs.

Should There Be One Comprebensive Program?

As we look at the variety of programs of income support for the unemployed,
the question arises whether there could not be one comprehensive program
instead. Some look upon guaranteed minimum income plans as providing
such a program. It could well be that if a program were adopted the general
public would expect it to become a substitute for more particular programs
such as unemployment insurance. The FAP proposal obviously could not meet
all minimum income needs because of its limitation to families with children
and its low income support level. But if a more comprehensive plan were
enacted, providing for a higher income support level and for payments based
solely on income deficiency, would the values of the unemployment insurance
approach be lost, especially in view of the restrictions and rigidities of that
approach ? '

In reply, it should be stressed that unemployment insurance was originally
designed for short-term unemployment and is geared to prompt and frequent
payment of benefits — an advantage which might be lost in a plan such as
FAP that is designed to make up deficiencies in annual income. Second, it
should be stressed that UI benefits are paid without regard to the level of
annual income of the unemployed worker — they are designed to assist him
in maintaining his standard of living, not just to keep him out of poverty.
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As has been shown earlier,® a plan such as FAP would assist only a limited
fraction of the unemployed. Also, only a small fraction of those eligible for
UI would be eligible for FAP or even more comprehensive and liberal plans.?
As Dr. Eveline M. Butns has recently said, “We must abandon the ‘will-o’-
the-wisp’ hunt for a single all.embracing income security measure.”* Income
security needs are complex; adequate provision for those needs, therefore,
cannot be simple.

A More Rational and Effective Approach

If the unemployment insurance program were extended to cover all wage and
salary employment and if its benefits were made more adequate in amount
and duration, it could meet the income needs of a much larger proportion of
the unemployed than it does today. A more adequate UI program would also
minimize the tendency to add such programs as Trade Readjustment Al-
lowances to provide more adequate benefits for particular groups of workers.
Nevertheless, it is doubtful whether Ul alone could be made the exclusive
income maintenance program for the unemployed. UT could not meet all the
special income needs of all unemployed workers and their families; in an
attempt to do so, it could lose its character as an insurance program related
to wage income. Special programs such as the Neighborhood Youth Corps
and the Job Corps are necessary for those who need training or special assis-
tance to become established in the labor force. Income maintenance is needed
for the unemployed undergoing retraining, and public assistance is needed
for those who cannot meet Ul cligibility requirements or whose benefits are
inadequate to meet special needs or to support large families. Nevertheless,
unemployment insurance should continue to be the chief income support for
the unemployed. Specific measures, program by program, for elimination of
unjustified duplication of benefits, for.coordination between UI and other
programs, and for filling the deficiencies in protection such as have been
outlined in this study appear to be the way to make the varied income support
programs for the unemployed more rational and more effective in meeting
the nceds of the unemployed.

Sce page 48.

*Merrill G. Murray, The Role of Unemployment Insurance Under Guarameed Min-
imum Dicome Plans (Kalamazoo, Michigan: The Institute, June 1969), pp. 18-23.

“"Welfare Reform and Income Security Policies,” a paper delivered to the National
Conference on Social Welfare, June 1970,
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IV. Recommendations

To meet more completely the income needs of the unemployed and at the
same time to provide better coordination and avoid unnecessary and -un-
justified duplication of benefits, these fundamental recommendations are made:

1. That protection by UI be maximized through expanded coverage, more
adequate amount and duration of benefits, and less stringent require-
ments for the receipt of benefits, making unnecessary such special pro-
grams as Trade Readjustment Allowances and Disaster Unemployment

Assistance.

. That if specific measures are deemed necessary to prevent duplication of
benefits, UT benefits be paid only if the wage or employment credits
on which they are based have been earned subsequent to the award of

some other bencfit.

. That protection provided by programs other than Ul be made more
complete and adequate to relieve pressures on Ul to fill deficiencies
(for example, in TDI and maternity benefits) inappropriately.

. That a public employment program be provided for older workers who
become permanently displaced from employment before retirement age.
This would be a better solution than extending UI or lowering the age
requirement for old-age benefits.

. That the weckly amount of the institutional training allowance paid
under MDTA be geared to the income needs of the trainees rather than
to state average Ul benefits; and that allowances be continued temporar-
ily after training ends, say up to 13 weeks, while the trainees are look-
ing for work unless they are given employment under the new Sup-
plemental Training and Employment Program. Although a case can
be made for using UI funds to finance training allowances to MDTA
trainees who could qualify for UI, the advantages would not be worth
the effort needed to make this change possible.

. That readjustment allowances be given to trainees leaving the NYC
out-of -school program or the Job Corps. This would be more appro-
priate than credit toward coverage under UL

. That the gaps left by UI and other programs in providing income for
the needy unemployed be filled by provision of adequate public as-
sistance. This has been only partially accomplished through the AFDC-
UP program and would be more fully achieved through the Family
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Assistance Plan proposed by the Nixon Administration. Income support
should also be extended to poor childless families and single persons who
would not be protected under FAP. At least for them, public assistance
should be available when unemployment occurs.

. That neither FAP nor any other guarantced income plan be considered
as a substitute for unemployment insurance since such a plan would
benefit only a fraction of the unemployed.




Appendix A

The Proportion of Persons Unemployed
in 1968 Who Were in Families That Would Be Eligible
for FAP Payments

In 1968 a total of 11.3 million persons experienced one or more weeks of
unetployment during the year. These are divided into three main groups.

Number
Gronp (millions)
Total ... ..o e 11.3
Unemployed three or more weeks ............. 8.8
Unemployed one or two weeks ............... 1.3
Unemployed who did no work during year but
who looked for work ........... ... ...l 1.2

In all, there were about 43 million household heads who worked during
1968, of whom 7 percent (3.1 million) experienced three or more weeks of
unemployment. That year, 2.9 million who worked headed families classed
as poor. About 12 percent (344,000) of them cited unemployment as the
main reason for their failure to work year-round.? They represented about 11
percent of the 3.1 million workers unemployed three or more weeks who
were household heads. Not all the families of this group could qualify for
FAP benefits since not all had children. About one-third of all poor families
in 1968 were childless, most of them headed by older men who did not work.?

Subtracting the 3.1 million household heads from the 8.8 million unem-
ployed three or more weeks in 1968 lcaves 5.7 million nonheads of house-
holds with three or more weeks of unemployment during the year. How mauy
were in poor families is hard to say. Most were women, and many were
young. Some did not live in families at all. Some idea of the proportion in
poor families may be gained from an analysis made of the labor force status
of nonheads of poor families in relation to that of heads as of March 1964.4
At that time, 5.6 percent (400,000) of all poor family heads were un-

US. Department of Labor, Bureau of Labor Statistics, “"Work Experience of the
Population in 1968, Special Labor Force Report 115, Table C-8, p. A-25.

U.S. Department of Commerce, Bureau of the Census. "Poverty in the United States,
1959 to 1968,"” Series P-60, No. 68, December 31, 1969, Table 8.

’1bid., Table 3.

‘Mollie Orshansky, "Who's Who Among the Poor: A Demographic View of Poverty,”
Social Security Bulletin, July 1965, Table 9, p. 23.
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cmployed.5 There were 480,000 other poor family members who were unem-
ployed at that time, over 90 percent of them in {amilies where the head was
employed or not in the labor force at all.® The ratio of nonhead to head un-
employed in poor families then was 6 to 5 (480,000 to 400,000). The ratio
is probably higher at other times of the year, especially in the summer when
many mothers and young people enter the labor force to seek work while
school is out. It may be somewhat lower in the winter months when bad
weather curtails outdoor work perfurmed mostly by men. The ratio in March
may also be somewhat low for this reason. The reduction in unemployment
Jevels between 1964 and 1968 was especially marked for men who tended to
head families. The corresponding nonhead to head unemployed ratio in 1968
was therefore probably higher, pechaps substantially so. If this ratio was as
high as 2 to 1, the total number in poor families who were unemployed three
or more weeks in 1968 would be somewhat over 1 million (344,000 heads
plus 688,000 nonheads), or only 12 percent of the 88 million workers
with three or more weeks of unemployment. If the ratio were 3 to 1 (344,000
heads plus 1,032,000 nonheads), the proportion would be 16 percent. Again,
not all the families of these workers would qualify for FAP assistance since
not all had dependent children.

Most of the 1,285,000 workers who experienced only a week or two of
unemployment were male heads of houscholds. It is unlikely that the propor-
tion of this group who were poor was as much as that for the group that
was unemployed three or more weeks.

Only about 15 percent (184,000) of the 1.2 million who had no work in
1968 headed households. Of these 37,000 or about one-fifth headed poor
families and cited inability to find work as the main reason for their lack of
any employment during the year.” Of the nonheads in the group that had no
work, over three-fourths were women or girls, most of whom sought work
for only a few weeks during the year.

The impression is, then, that no more than 1.1 to 1.6 million or 10 to 15
percent of the 11.3 million with any unemployment in 1968 were members
of poor families which would be eligible for FAP payments. Table A shows
the range of these estimates.

*1bid., Table F, p. 31.

1bid., Table 9, p. 23.
'0.S. Department of Commerce, Bureau of the Census, “Poverty in the United States,
1959 to 1968," Series P-60, No. 68, December 31, 1969, Table 8.
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Table A

Rough Estimate of the Unemployed in 1968
Who Would Be Eligible for FAP Payments

Classification Low Estimate High Estimate

Total ............................ 1,100,000 1,600,000

Unemployed three weeks or more
Heads of poverty households

with children ............... ... 227,000 344,000
Nonheads of households in poverty
households with children . ........ 688,000 1,032,000
Unemployed one or two weeks
in poverty households ............. a a

No work in 1968, but looked

for work — heads of poverty
households ...................... 184,000 184,000

aToo small to estimate.
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Appendix B

Data on Public Income Support
Provided to the Unemployed®

Data available are not comparable between programs, and it is impossible to
obtain 2 grand total of the number of unemployed receiving public income
support or of the amounts they receive under the various programs. The fol-
lowing notes, however, afford some imptession of program dimensions, in
relation to all unemployment and in comparison with uncraployment insur-
ance, and of the extent to which the unemployed receive payments from more
than one program.

Income Support Provided on the Basis of Unemployment

Unemployment Insurance Programs. Of the 2.8 million counted as un-
employed in an average week of 1969, about 900,000 drew UI benefits.? Of
the 11.3 million persons experiencing any unemployment during 1968,> an
estimated 5.0 million drew some UI benefits that year totaling $2.2 billion.*
About the same number drew $2.3 billion in 1969.% The 52 statc UI programs
accounted for about 90 percent of this total and, on the average, paid claimants
$46 a week. for 11.4 weeks. About one out of five claimants exhausted their
benefits after an average of 21.4 weeks.®

Trade Readjustment Allowances. Fromn 1966 through November 1970,
slightly more than 4,000 workers reccived TRA; payments totaled about
$6,750,000. Recipients averaged aboat $68 per week, considerably more
than average weekly UI benefits, for an average duration of 24.5 weeks.’

Disaster Unemployment Assistace. Through August 1970, covering major
disasters since mid-1967, this program has received 46,000 applications for
assistance and disbursed almos! $9.6 million to somewhat more than 38,000
recipients.®

Income Support fcr Risk, Other Than Unem ployment

Temporary Disability Insurance. The total number of TDI recipients is
not known. Data are rot available for New York or compulsory private plans
clsewhere. The railrcad program supported 25,000 in May 1970.° It received
28,000 first claimsin the three preceding months, compared with 240,000
in California and under state plans elsewhere.1°

Few TDI recipients are unemployed when disability occurs. Nor arc they
counted as unrmployed while disabled. ‘The number of UI clhimants allowed

*References are listed at the end of this appendix.
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to continue on UI while temporarily disabled, in the 10 states permitting, is
also small although not known.

Workmen's Compensation. The number of workers compensated is not
known. Cash payments in 1969 totaled $1.7 billion, about three-fourths the

level of all UI payments that year.!* It is unlikely that many recipients seck
work or claim Ul benefits.

OASDHI Programs. In 1969, on the average, over three million persons
aged 65 and over were employed and 88,000 were unemployed.’* During

1968, 4.3 million in this age class had some employment during the year;
about 250,000 experienced some unemployment.?

In December 1969, of nearly 20 million. persons aged &5 and over, 17
million received OASDHI benefits.’* Many of the remaining three million
drew other public retirement pensions or OAA. It is reasonable to assume
that nearly all in this age category who still work either draw or can qualify
for public pensions or assistance. Those who become unemployed and draw

Ul benefits, therefore, are likely to be collecting other public benefits at
the same time.

Workers may file for reduced OASDHI retirement benefits beginning at
age 62. At mid-1970, 1.2 million of about 5 million persons 62-64 years
of age were on such pensions.’® About three-fourths of all men and over one-
third of all women aged 60-64 ate in the labor force, compared with less
than half the men and one-tenth of the women aged 65 and over.28

In May 1970, 224,000 aged 60 and over were unemployed and 221,000
claimed UT benefits, 6.6 percent of all unemployed and 13 percent of all
Ul claimants.’” The latter include somc who draw partial benefits because

they have some part-time work; for the total labor force count, they are con-
sidered employed, not unemployed.

Veterans’ Programs. 3.8 million veterans received pensions or compensation
in July 1970. Many work and some experience unemployment; the numbers
involved, however, are not known. The same is true of another two million
survivors of veterans who draw benefits. All cash benefits paid under veterans’
programs totaled over $5 billion in 1969.18

Income Support Provided With Work-Training

The zecipients of income from the following programs are not included

in the official count of the unemployed; only those under MDTA may draw
UI benefits.

Manpower Development and Training Programs. In fiscal 1969 MDTA
institutional training programs enrolled 135,000 trainces, nearly 40 percent
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of whom were under 22 years of age. About 110,000 were cligible for train-
ing allowances. Some 10,000 were Ul claimants and nearly 20,000 were on
public assistance at the time of enrollment.’® Cash allowances faid during
1969 totaled $124 million.?® During December 1969, the average adul* weekly
training allowance paid was $48 while the youth allewance averaged $43.°1

Neighborkood Youth Corps. (1) The NYC out-of-school program en-
rolled about 100,000 youths during the 12 months ending August 1969. The
majority were 18 to 21 years old; 40 percent were younger. About one-third
came from families on public assistance.*® The average enrollee worked about
four months in this program averaging 28 hours a week at the federal mini-
mum wage.® Earnings, therefore, come to about $45 a week, at the current
minimum wage. The 100,000 enrollees cited above thus carned about $75
million.

(2) The inschool and summer NYC programs enrolled about 475,000
students in the September 1968-August 1969 period, approximately 30 per-
cent from families on public assistance.®* Inschool enrollees averaged about
11 hours a week and summer enrollees worked up to a maximum of 260 hours

at minimum wages.?®

In mid-June 1969 there were 753,000 unemployed 16-17 years of age, up
from 305,000 in May. The number in July was 704,000 and in August
453,000.29 NYC summer enrollment was 356,000 at the end of July. (While
enrolled, these youths are not counted among the unemployed.) NYC in-
school enrollment levels in nonsummer months werz about 100,000.*7 Be-
tween September 1969 and May 1970, unemployment of those 16-17 years
of age usually ranged from 400,000 to 450,000. Most were secking part-
time work. Their number climbed to over 900,000 in June 1970.%8

Job Corps. Fiscal 1969 enrollments in this program totaled 53,000. Job
Cotps varollees in 1968 averaged 17.4 years of age; 72 perent were male;
69 percent were nonwhite.*

New Careers. Of the 3,300 enrolled in fiscal 1969, about 60 percent were
22-35 years of age; one-third were older; 70 percent were women; two-thirds
were nonwhite. About 35 percent were on public assistance.?

Operation Mainstream. Of the 11,300 persons enrolled in fiscal 1969,
close to half were 55 or more years of age. About 4 out of 5 were men and
2 out of 3 white; about 1 out of 6 were on public assistance.**

Income Support Provided on the Basis of Need

Aid to Families with Dependent Children. By April 1970 the number of
families on AFDC rose to above two million.3? Most adults in these families
were mothers, some of whom work when they can. The unemployed parent
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segment of AFDC, operating in about half the states, accounted for less than
5 percent of the total caseload. In August 1969, 62,000 families on AFDC-
UP averaged over five persons per family and $250 in support that month.3

Work Incentive Program. During fiscal 1969 WIN enrolled 81,000, 40
percent of whom were men. The majority were white; three-fourths were
22-44 years of age. Another 72,000 were enrolled through April 1970.%5
While in training, WIN enrollees receive a $30 weekly incentive payment
over and above their AFDC assistance.

General Assistance. Cases aided numbered around 400,000 during 1969
and around 450,000 early in 197030 While many jurisdictions deny such
support to families with employable adults, some ncedy unemployed do re-
ceive general assistance. Monthly payments were under $100 per case in
1969 and a little more in early 197037

Other assistance programs. Old-Age Assistance (OAA), and aid to the
blind and other disabled supported an average of three million cases in 1969
and early 1970. Over two-thirds were on OAA. Probably most of these in-
dividuals are not in the labor force. Some may work, perhaps part of the
time, or would like work that might be available on reasonable terms. OA A
averaged $70-875 a month during 1969.38

"Manpower Report of the President, 1970, Table A-1, p. 215.

’Based on average weekly number of all UI beneficiaries, less partial beneficiaries,
estimated on the basis of the percentage (8.5 percent) of all weeks compensated by
state UI programs which were for partial unemployment (sce monthly data in Unem-
ployment Insurance Statistics),

*Manpower Report of the President, 1970, Table B-16, p. 263.

‘Based on total first payments under state Ul programs (see Handbook of Unemploy-
ment Insurance Financial Data, 1969), plus those under UCFE and UCX programs
(see monthly Unemployment Insusance Statistics, Table 4), plus about 10 percent for
carryover of beneficiaries from December 1968.

*Social Security Bulletin, September 1970, Table M-1, p. 32.
*Handbook of Unemployment Insurance Financial Data, 1969,

"Data supplied by Unemployment Insurance Service of the Manpower Administration,
U.S. Department of Labor.

*Data supplied by Unemployment Insurance Service of the Manpower Administration,
U.S. Department of Labor.

*Social Security Bulletin, September 1970, Table M-3, p. 34.

“Unemployment Insurance Statistics, September 1970, Table 40, p. 23.

USocial Security Bulletin, September 1976, Table M-1, p. 32.

“Manpower Report of the President, 1970, Tables A-8 and A-13, pp. 224 and 229,
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2y S. Department of Labor, Bureau of Labor Statistics, "Work Experience of the
Population in 1968, Special Labor Force Report No. 115, Table C-1, p. A-18.

“Social Security Bulletin, September 1970, Table Q-4, p. 61.

»U.S. Department of Health, Education, and Welfare, Social Security Administration,
OASDHI Summary Benefit Data, Monthly Benefis Statistics, No. 9, 1970, Table 2.

SEmployment and Earnings, October 1970, Table A-3.

"Employment and Earnings, June 1970, Table A-3 and Unemploymenst Insurance
Statistics, September 1970, Table 33, p. 16.

8Social Security Bulletin, September 1970, Tables M1 and M-3, pp. 32 and 34.
“Manpower Report of the President, 1970, Table F-5, p. 308.

%S ocial Security Bulletin, September 1970, Table M:1, p. 32.

" nemployment Insurance Statistics, March 1970, Table 39, p. 30.
2Manpower Report of the President, 1970, Table F-9, p. 312.
#Gee page 37 of this report.

UManpower Report of the President, 1970, Table F-9, p. 312.
#See page 37 of this report.

“Employment and Earnings, monthly, Table A-3.

" Manpower Report of the President, 1970, p. 59.

BEmployment and Earnings, monthly, Table A-3.

®Manpower Report of the President, 1970, p. 59 and Table F-19, p. 321.
*1bid., Table F-10, p. 313.

“Loc. cit.

“Social Security Bulletin, December 1970, Table M-24, p. 34.

@\ elfare in Review, January-February 1970, Table8, p. 34,
“Manpower Report of the President, 1970, Table F-14, p. 316.

S Manpower, September 1970, p. 8.

%S0 cial Security Bulletin, May and December 1970, Table M-24.
1bid.

Blbid.
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