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Mr. Chairman and Members of the Subcommittee:

I am pleased to have this opportunity to be here this afternoon to discuss the future direction of the nation's
unemployment compensation program (UI). As you know, I chaired the Advisory Council on Unemployment
Compensation (ACUC), having been appointed by our last two Presidents, one a Republican and one a
Democrat. During that 3-year period (1994-96), the Council reviewed all aspects of the UI program, visited
many state offices, and discussed the program with business and the general public. I also served more than
13 years as Commissioner of the Bureau of Labor Statistics, which has responsibility for the country's
extensive federal-state cooperative labor market information systems.

The UI program, now more than 60 years old, is one of the most important examples of effective cooperation
between two levels of government with shared responsibility. While I have not yet had an opportunity to
examine the two bills before the subcommittee (H.R.3684 and H.R. 3697) in sufficient detail to comment on
specific technical sections, I have read the two bills, and I should like to offer some comments on the direction
the program should take in the future.

First, although the overall unemployment rate of 4.3 percent for the country as a whole is relatively low, and
job growth remains quite strong, more than 20 states still have rates higher than the national average.
Several states have jobless rates of 6.0 percent or higher. We know also that the proportion of the total
unemployed who receive unemployment benefits has fallen over the last several decades. During the 1990's,
this recipiency rate has been only about 35 percent.

Second, the solvency of the State UI trust fun ds must remain a matter of real concern. If the Unemployment
Insurance program is to meet its twin objectives to promote economic stability and to provide temporary
assistance to workers with job attachment who lose their jobs through no fault of their own it is important that
states accumulate reserves during periods of economic health that are sufficient to pay benefits during
economic recession. Yet, my colleague at the Urban Institute, Wayne Vroman, found that by the end of last
year, state trust fund reserves were only about 80 percent of the levels they were at just before the last
recession. Instead of building up trust fund reserves during these current good times, last year alone (in
1997) 16 states reduced UI taxes.

It is clear that the states have important responsibilities and powers in the administration of the UI program,
and I believe that they should continue to have them. In fact, the Advisory Council made a number of
recommendations to that end. However, our research also demonstrated that increasing competitive
pressures on the states has at times caused a tightening of eligibility standards, which has resulted in a
reduction in coverage. These conditions have caused a "race to the bottom" among the states, affecting
especially two important areas trust fund solvency and the treatment of low-wage workers. Of course, some
states have maintained a sensible degree of forward funding, but some states have not. In those states which
do not do so, one extremely important purpose of the UI program the provision of purchasing power during
economic downturn just does not work. State trust funds must be adequately funded in good times so that
funds are available for payment to workers in recession times. I am concerned that H.R. 3684 provides little
or no Federal role for working toward trust fund solvency.

Our research also found that competitive pressures among the states to attract business could lead to a
continued decline in the proportion of workers who received benefits, disproportionately affecting low wage
workers indeed, the working poor who are in most need of UI benefits during a period of temporary
unemployment. Those working part time are especially hard hit and, today, of course, a significant portion of
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the labor force have part-time jobs. The Advisory Council's research found, for example, that in a number of
states, a person paid at the minimum wage who worked 20 hours a week the year round would not qualify
for UI benefits whereas a comparable part-time full year worker paid at a higher rate would qualify in all
states. I believe it is important to ensure that a low wage worker not be required to work more hours to
qualify for benefits than a higher wage worker. H.R. 3697 deals with this issue, but H.R. 3684 does not.

Finally, as I am sure you are aware, Mr. Chairman, I have a very real interest in any action that could affect
the federal-state statistical system. I am pleased to see that H.R. 3697 takes note of the importance of labor
market information, but I am concerned about the effect of the proposed change in the manner in which the
cooperative statistical programs are funded. I believe that this change could damage much of the most
important national and state economic intelligence that the country produces. The employment, hours, and
earnings survey program, for example, based on some 80 years of experience of federal and state
governments working together, produces data of high quality that are used both by the states and the federal
government. National data must be based upon consistent definitions, collection procedures, and statistical
standards so that they can be aggregated to produce information for the country as a whole. These data are
used to compile the nation's gross domestic product. From these data, we also learn about employment
changes each month and about the shift among individual industries that occurs in each state and for the
nation as a whole. This is a time when these data have become especially important to assist in the evaluation
of the possible wage-induced inflation that worries our financial markets.

I am concerned that H.R.3684 makes the appropriation of funds to administer the important state activities to
produce state and national data dependent on the legislatures in each of the states and other jurisdictions 53
in all. We should not put programs such as this in jeopardy by making them dependent on the likelihood that
53 different jurisdictions would each year appropriate the funds required to maintain the quality and
consistency of the national data. If they do not and the history of this nation's statistical system suggests that
this is a very real possibility the country's entire system of labor market statistics would suffer. Some state
data would be inconsistent with those in other states, and the data for the nation as a whole would suffer. It
would no longer be useful as a part of our system of economic intelligence for the country as a whole.
Indeed, the federal government might be forced to mount new, national surveys which would inevitably
increase respondent burden as well as costs. I urge you to reconsider the bill's treatment of the method of
funding for these programs.

Mr. Chairman, I appreciate this opportunity to appear before this subcommittee. I would be happy to answer
any questions you or your colleagues might have.
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