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T i t l e  R e l a t i n g  to e xc l u s i o n  of state C o n t & C t J u d y  K n i g h t - 1 A'n< . r lKb

u n e m p lo ym e n t  insurance t rus t 4 6 5 - 2 70 0  J
funds fr om  the federal unified 

budget.

B i l l  N o .  House J o i n t  R e s o l u t i o n  No*. 49 D a t e  A p r i l  24, 1981

Funds used f o r  u n e m p l o y m e n t  c o m p e ns a t i o n  are g e n erat ed by payroll t axe s 

e n a c t ed  by State L eg i s lat ure s. These f u n d s  can be used only to  pay 

u ne m p l oy me n t  c o mp en sa t i o n in the state in w h i c h  they were c ollected 

a n d  are held in trust by the federal go ver nm en t  and drawn as n ee de d  to 

pay b e ne fit s. Since 1969, t h e s e funds have been i ncluded in the unified 

hudget. The "bottom line" impact of i nc lus ion  of state trust funds in 

the unifie d budget is that all u ne mp loy men t c o m p e n s a t i o n - - ! n c lu di ng  

be nef it s paid c o mp l e t e l y  from d e d i ca te d  state f u n d s -- apn ea r as federal 

outlays. This makes unemployment insurance p r o g r am s the target for 

b u d q e t - b a l a n c i n g  prop osa ls such as t a x at io n o f  benef its , pension of f­

sets, removal of ext e n d e d benefit cl ai ma nt s  from the c o m p u ta ti on  of 

u ne mp lo y m e n t rates, and other c o s t - c u t t i n g  p r o p os a l s  like those included 

in the O m n i b u s  R e co nc i l i a t i o n  Act of De ce m b e r  5, 1980.

In add i t i on  to those set out in the R es o l u t io n it se lf , there are a number 

of other reasons unem plo yme nt c o m p e ns at i o n  trust funds should not tie 

i n cl u d e d  in the unifi ed budget, as follows:

1. The m a j o r i t y  of the federal payroll tax is not collected from 

e m p l o y e r s ,  but is c r ed i t e d  if e m p l o y e r s  pa r t i ci pa t e  in an approved 

state p r o g r a m  and are subject to c o n t r ib ut io n  rates set by the 

state.

2. The opera tio ns of the M.S. T r e a s u ry  do not require that the acc oun ts 

be i n c l u d e d  in the unified budget. The Tr ea s u r y  c u r r e n t l y  handles 

a c c o u n t s  for several "off-budget" agenc ies .

3. basic p r o gr am  d eci sio ns- -le vel  and  d ur at i o n  o f  benef its , c on t r i b u t i o n  

m e c h a n i s m s ,  e li g i b i l i t y ,  and many a d m i n i s t r a t i v e  f unctions--are almos t 

e n t i r e l y  in the hands of state legis lat ors .

Po lic y c a l l i n g  for removal of funds has boo n a do pte d by the National 

Go vernors' A s s o c i a t i o n ,  the Interstate C onf ere nce  of Emp lo ym e n t  Security 

A g e nci es,  the Federal Vivisory Council on U n e mp lo y m e n t  Insurance, and 

the National Con mi s s i o i  on U ne m p l o y m e n t  C o m p e n s a t i o n .  These policy 

posi tio ns w e r e  adopted r ece ntl y and the issue is not yet. w e l l - k n o w n  in 

Cong res s. One w ay  to speed c o n s i d e r a t i o n  of this important, issue is 

to ensu re that states' Congressional de leg ati ons  recognize the impact 

of i nc lus ion  of state unemployment, trust funds in the unified budget 

and are aware of the scales' strong desire to remove the funds from the 

budget. The prorosed res ol u t i o n c o uld  be us ed  to c o n v e y  A laska's 

sentiment on this issue to national p o li c y - m a ke rs .

Position: The Departnent of Labor su ppo rts  the proposed resol uti on and

r ecom men ds Immediate approval.

P O S I T I O N  P A P E R / D e p a r t m e n t  of Labor



B i l l  N o .  House J o i n t  R e s o lu t io n  Not 49

T i t l e  R e l a t i n q  to e x c l u si on  of state 

u ne m p l oy me n t  insurance trust 

funds f r o m  the federal unified 

budget.

Lontactjudy
4 65 -2 70 0 , )

Funds used f o r  u ne mp l o y m e nt  c o m p e n s a t i o n  are gen era ted  by payroll t ax es  

e n a c te d  by  State L e g i s la tur es.  These f u n ds  can be use d only to pay 

un em pl o y m e nt  com pen sa ti on  in the state in w hic h they were collected 

an d are held in trust by the federal govern men t and drawn as nee de d to 

pay benef its . Since 1969, t h e s e  funds have been included in the unified 

budget. The "bottom line" imo act  of incl usi on of state trust funds in 

the u n i fie d hudqet is that all u n e m p l o y m e n t  c o m p e n s a t i o n - - in c 1 ud in g 

h e ne f i t s paid co mpl et el y  from d e d ic at e d  state f u n d s - -appear as federal 

outlays. This makes unempl oym ent  insurance pro gra ms the target for 

buriqst-balancing pr oposals such as t ax a t i o n  of h en ef its , pension o f f­

sets, remnvai of extende d benefit cl a i m a nt s from the o m put ati on of 

u ne m p l o y me nt  rates, and other c o s t - c u t t i n g  prop osa ls like those i ncl ud ed  

in the O m n i b us  R ec o n c i l i a t i o n  Act of D e c e m b e r  5. 1980.

In a ddi ti on  to those set out in the R e s o l u ti on  i tsel f, there are a number 

of o ther  reasons u nem ployment c o mp e n s a t io n trust funds should not he 

i n cl u d e d in the unified budget, as follows:

1. The m a j o r i t y  of the federal payroll tax is not collected from 

e m pl o y e r s ,  but is c re d it e d  if e m p l o y e r s  pa rti cip ate  in an ap pro ved  

state p r o g r a m  and are subject to con tri bu ti o n  rates set by the 

s t a t e .

2. The op erations of the U.S. T r e a s u r y  do not require that the a cc o u n t s  

be i n cl ud ed  in the unifi ed budget. The Tre asu ry c u r r en tl y handle s 

a cc ou nt s  for several "off-budget" agencies.

3. R a sic  p r ogr am de cis ion s-- lev el a nd  dur a t i on  of  hen efi ts,  c o n t r i b u t i o n  

me ch an i s m s ,  e l i g i b i l i t y ,  and non y a d m i n i s t r a t i v e  function s-- are  al m o st  

e n t i r e l y  in the hands of state l egi slators.

Pol ic y  c a l l i n g  for removal of funds has b e e n  adopted by the National 

flovernors' A ss o c i a t i o n ,  the Interstate Confer enc e of E m p l oy me nt  Sec urity 

Agen cie s, the Federal A d v i s o r y Council on llnemployment Insurance, and 

the National C o m m i ss io n on llnempl oym ent  C om pe n s a ti on . These policy 

p os iti ons  were adopted re cen tly  and the issue is not y et  wel -kn own  in 

Congr ess . One way to speed c o n s i d e r a t i o n  of this im portant issue is 

to e nsu re  that states' Congre ssi ona l delegat ion s recognize the impact 

of i nc lus ion  of state unemployment. trust funds in the unified budget 

and are awa re of the states' strong desire to remove the funds from the 

budget. The proposed r eso l u ti on  c ould  ho use d to c o n v e y  Alaska's 

sent ime nt on this issue to national p ol ic y - m a ke rs .

Po sition: The Department of Labor sup p o r t s the proposed resolution and

recommends immediate approval.

P O S I T I O N  P A P E P / D e p a r t m e n t  of Labor



B i l l  N o .  House J o i n t  R e s o lu t io n  No. D a t e  A p r i l  2 4 , 1981

T i t l e  R e l a t in q  to exclu sio n of state 

u ne mpl oy m e n t  insurance trust 

funds f r o m  the federal unified 

budget.

C o n t a C t ; i u d y  Kniqht-^ ^ V ' o i

4 6 5 - 2 7 0 0  J

Funds used f o r  u n e m p l o y m e n t  c o m p e n s at io n  are g e n era ted  by payroll t a x es  

e n a c t e d  by State Leg isl atu res . These f unds  can be- used on l y  to pay 

u n e mpl oym ent  c o mp en s a t i o n in the state in w h i c h  they were col lected 

a nd  are held in trust by the federal go ver nm en t  and drawn as n ee de d  to 

pay b enefits. Since 1969, t h e s e  funds have been included in the unified 

budqet. The "bottom line" im pac t of i nc lu sio n of state trust funds in 

the unified budqet is that all u n em pl o y m e n t c o m p e n s a t i o n - -inclu din g 

h en efi ts paid c om pl e t e l y  from d e d i ca te d  state f u n d s - - ap pea r as federal 

outlays. This makes un emp loyment insurance p r o g r a m s the tar get  for 

b u d g e t - b a l a n c i n q  p roposals such as t a x at io n  o f  b en ef its , pension o f f­

sets, removal of e xte n d ed  benefit c l ai man ts from the c o m p u tat ion  of 

un emp l o y me nt  rates, an d other c o s t - c u t t i n g  p ro pos als  like those in cl u d e d  

in the Omni bus  R e c o n c i l i a t i o n  Act of D ec e mb e r  5, 1980.

In addition to those set out in the R e s o l u ti on  i ts el f ,  there are a number 

of other reasons unemployment c om pe n s a t io n t rust funds should not be 

i n c l u d e d in the unifie d budget, as follows:

1. The m a j o r i t y of the federal payroll tax is not co llected from 

e m p l o y e r s ,  but is c red it ed  if e m p l o y e r s  p art ici pat e in an ap proved 

state p ro g r a m  and are subject to c o n t r i b ut io n rates set by the 

state.

2. The operations of the U.S. T r e a s u r y  do not require that the a c co un t s  

be i ncluded in the unified budget. The T re as ur y  c u r r e n t l y  handl es 

a cc o u nt s for several "off-budget" ag encies.

3. Rasic p r oqr am decision s-- lev el a nd du ra t i o n  o f  ben efi ts,  c on t ri b u t i o n  

m ec han ism s, e l i g i b i l i t y ,  and many a d m i n i s t r a t i v e  f unc ti o n s - -a re  a lm o s t  

e n t i r e l y  in the h ands of srate le gis lators.

Poli cy c a lli ng for removal of funds has been adop ted  by the National 

G o v e r n o r s 1 A s s o c i a t i o n ,  the Interstate Confe ren ce of E m p loy men t Security 

Agencies, the Federal Adv i s o r y Council on U ne m p l o ym en t Insurance, and 

the National Com mi s s i o n on Unemployment. C o mp e n s a t io n.  These policy 

p ositions were adopted rec ently and the issue is not y e t  w e l l - k n o w n  in 

Conqress. One w ay  to speed c o n s i d e r a t i o n  of this im po rt a n t  issue is 

to ensure that states' Congressional de leg ati ons  recognize the impact 

of inclu sio n of state u n e m p l oy me n t  trust funds in the unified budget 

and are aware of the states' stronq desire to remove the funds from the 

budget. The proposed reso lut ion  c ould he u sed to c o n v e y  Alaska's 

sentiment on this issue to national po li c y - m ak er s .

Position: The Departrient of Labor su ppo rts  the proposed r eso lut ion  and

recommends immediate approval.

P O S I T I O N  P A P E R / D e p a r t m e n t  of Labor
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