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L o ‘ Introdnction~

Many of you will recall that the soe'_iﬁ‘al\fseqﬁrijgy Act of 1935 Led to |
.a\federalestate{system ofﬁunemplovmentIcompensation?whioh1providedaa.source"5
' of,income'to‘workersiexﬁerienoing temporary involuntaryglosstofjempioyment;
However, with the;exception of‘Havaii, Pqerto%RicO1andithe'Districtiof.‘
Columbta,'there is‘presently nO'PrQViSion\eithﬁrlin\Fede?al1034SP@P§'15W h
‘that»provides'mandatory,uneaployment insuranCe'proteotion*for;workersuin,
agrioultureq;/* Thistsituation is notunique,»sinoeNangcuItnrai:qukers were 'E
excluded from manyafederal.and:state;labOrvlaWS. However, recent,labori"
leglslatlon such as .minimum- wages, workmen S combensatlon, disabillty 1nsure
' gnce- and others, has shown a trend toward extendlng to agrlcultural workers:

v \ : :

a‘statusﬂs1m11ar to 1ndustr1al~and trade‘workerso

As early as- l95h the Elsenhower Admlnistratlon proposed to extend un—.

:employment insurance- coverage to Workers 1n agrlcultural process1ng indus-

‘:tr;es, The 9lst Congress consldered agrlcultural coverage as part of the
‘.’Employment Se,cu_:r‘l,ty;Amendx,nents:of,"l970,.,»L Thejsenategapprovedwextenslon-of'

: eoverage,‘the'House;did not, and agricultural'coverage*wasfrejected by the : |

House-Senate Conference\Committee,g/ In rejecting the inclusion of agricul-

tural'coverage'the Conference\Committee Was,concerned about the‘paucity of

‘

factual 1nformatlon for asses51ng the effects of extendlng coverage to agrl—n'

culture° The Bill 81gned by Pre81dent leon 1ncluded a dlrectlve to the ’ E .

-

.Department of Labor to study the 1mpact of extendlng coverage to presently

' excluded grours _W1th flrst attentlon o’ agrlcultureo It 1s rather 1ronlc,

1 N
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- data: c1ted hereln were derlved from this study

and probably & reflectlon on our,; profess1on, that almost h@ years of unemployw,”

ment 1nsurance experlence had passed Wlthout a. aJor effort to 1nvest1gate
'suoh an 1mportant economlc and s001al 1ssue.;

Prlmarlly as-a- result of the Congres51onal mandate, a reglonal re-'
‘.search proJect Was J01ntly funded by agrlcultural experlment statlons of - the-
.j Northeastern states plus Oh1o, Florlda and Texas,‘and contract funds from
the Unemployment Insurance Serv1ce, Manpower Admlnlstratlon, Uo S Depart--

[

ment,of,LaborJ The resultlng reglonal research progect known as NE—58 WaS'f
'probably one of the largest 1nterreg1onal research efforts ever undertaken

by members of the profession. Largest in terms of cost number of states
vlnvolved and the 1mmense volume of data collected The, proJect has been
-productlve, generating a, great deal of 1nformat1on Whlch prov1ded dlrect 1n—,b
-put 1nto the dec1s1on—mak1ng‘process on unemployment 1nsurance leglslatlon°

It also has prov1ded a great deal of data. from Whlch analyses of other agri-

cultural labor 1ssues have been, and can’ be undertaken° Whlle the 1ntent1on"

of, th1s paper is not to report all the results of thls progect, much of the
§ 3/ | | \

A\

Wlth the results of the study avallable, the leon Admlnlstratlon, 1n€‘
,l9l3, proposed that coverage be extended to agrlcultural employers Wlth four »
,\or more Workers 1n each of 20 or more Weeks or a $5®00 payroll 1n any calen—ﬂf
dar quarter° ThlS 1s Ain contrast to present non—farmncoVerage;'Whlch(1nepi;hv

.cludes all employers Wlth one or more Workers for 20 or more Weeks or‘$1500

’payroll in- any calendar quarter, and contlnues a tradltlon of; less extens1ve‘

"appllcatlon of labor laws to agriculture than prevalls in commerce and 1ndus-_{

try Both the Senate and .House have held hearlngs on the Blll but ‘at . thls

I

‘ ertlng no act1on has been taken.?

' The‘purposepof;thls>paper ;s to eXploregthe'economrc5implicationsrof‘
‘theyextension’of-unemployment5insurancetto agriculture,'.InAsome,cases,-



. i .

research'analySes'or'empirical data;areaavailable(to’fleshtout;thefdiSGussionl

- of these implications. ' In other cases we must rely upon raising issues and’

‘posing ‘questions.

'vHonUnemployment Insurance Works
Since direct experience with unemployment insurance of many in'the
'profeSSion has probably'been limited,‘a brief non—teohniealideseriptionrofg-v

- how- unemployment insurance works seems in order.. /

\

The unemployment 1nsurance system 1s a: federal-state cooperatlve 8ySs=.

tem. Infbarest.outllne5>taxes'are,colleoted‘on‘payrollsaof covered‘employers
while people arefworklng and‘benefits paid out to eligible workers_uho;bee
; come 1nvoluntar1ly unemployed Basiclcoverage‘and taxing provisionslare"'
vshaped by federal law, but. states are free to 8o beyond federal coverage
standards}and~manybdo. 'Federal.law has-lrttle_to say conqernrng;the-dollar

V amOuntsaoflbenefit payments to eligible beneficiaries, and.a wide;array of

practices are . in effect_in‘different'states,g/
,"Coveragef under_unempIOyment*insurance’applies.to.employers'with

. speéiflc’kinds of employment. Slnce January l 1972, covered employers ‘must ..
pay taxes on ‘the flrst $h 200 of wages of employees engaved in work specl—“

\fled as;subqeet_to theftax;x In-a few statesuemployees also pay .a taxq Many

stateS'permlt_employers_to,elect‘eoﬁerage,.but relatiuély;few‘workers are .

covered on this/basis;
. , |

Workers who are. involuntarlly unemployed may become ellglble for bene—.

/

flts after hav1ng Worked for a covered (1 e., tax paylng) employer.v To:re— :7

.‘ceive‘beneflts,'a Worker must:have'had*enoughvtlmeaand/or earnlngS‘ln.00vered"
A N N \

employment to meet m1n1mum crlterla that assure he was actually 1n the laber

forcehand not\merely.a-casualiworker' The spec1flc ellglblllty requirements

/

vary,byastate.- : | . ) o .- . L



' N

.jTQenweekiyfampuntiand duratién‘of_a;W;rker‘é:beﬁefitsidépendAéﬁ the. '
f 'amognt‘éff¢§vefed'employment‘ahdéwages received‘dﬁfing some‘preVioué'ébase‘ .
‘,,;périoae" ;qukérs'may yexdisquaiified?from;féééipt:éfiBenefits1ifithéy'§é;4{
‘untarily quit their jobs',‘ér if‘-‘l\thvey are fired for :misc'gnau¢»g-_;_'— While they
are ;éceiving béﬁefité they'musﬁ:be évai;ablequr work, able té wofk,iand:
\vﬁust:accéptfsuiﬁéble work if it is éfferea, o |
‘The,taijpaid‘bylempioyeré isﬁdetefﬁined'by a_formula‘based';n,é pum{
ber of factors. Hoﬁever, the major determinant of»an employer's téx_raﬁé'iS»
 his "éxperiencgjrating,ﬁ or the’benefit claims.dehis former'workerg Wﬁiqh :
- havéibeég'cbarged againéﬁ‘him; ‘Minimum'faxwfates f;r’aﬁzempleyerxégainsf2
TiﬁhémjféW;Orkno'bgnefit‘chaygés areiﬁade‘Cén be as lOﬁ:as'anfew tenths oant
“percént’ofitaXablé"payroll; (All”cgvered employers musﬁ.pay anr®¢5‘p¢icépt-
ﬂfeéeféi t;x fo?1adminiétratiqn éf‘the syStem.)' Ali~state laﬁs set ﬁa#imum
‘ ;ax.fates>(in\most,staféélaﬁout h\perceﬁt of_gaiable.pa&rqlls) fér¢e@pioyérs
S ‘ . SRR . ;
>{“:rega;dl¢ss of fhégunempioymeht experieﬁce ofstheir former:ﬁorkersf;-
|  The‘ex£ension‘é£ ﬁhis“uﬁemplqyment'insurance’cgferagewsfructhé;té_j
v>agr%cuitgfe;ébviousiy ha§\iﬁplicaﬁioné‘fériactuai and pqteptia;'farmgemﬁldj—

ers and qukeré,'otherﬁagricultﬁra; producers, consumers, the'unemployment

“'insurance&syStem,iand"thQse affected by it, including men-agricultural em-

\

4 ‘\p1oyefs,‘ Thése implicatiéps aré}exp;ored in~the reﬁginder,offthiéjbqpé:_by

 -§irsﬁj§xémininé phe'direét, short run effécts,ofiéqveragé,iwithéut aséuminé

- aﬁy,chaﬁges‘in'the;struqturelor funétipﬁingiéfjthe’agricultUral industxy-oi
. S : ' . o o T

: labor;fofce aﬂdﬂse@gnd, by’examinihg}seme;of‘the longer run implibétiQn§ of’

~ these ﬂirect’éffects.

i A

,The Direct'Effects/of ExtenSionﬁof‘Coverageh'

\

' querége’of Employers

'Since:WOrkérs becomebcovered?by.unemploymentﬂinéurancérby,virtue:of,
R ." ; : A : .. I’ N o . v ,. ‘ - : P o ‘ ) . .
working for covered. employers it seems useful to begin by assessing employer

B . s - o . N



coverage. Accordlng to the latest agrlcultural Census data, only about 62
percent of Economlc Class l through 5 farms (those with- gross sales ‘of’ $2 500
or more 1n 1969) hlred any labor, and many of those who ‘did h1red very llt—

tle°7/

In the 15-state study, only 21 percent of . the agrlcultural employers o
hired enough labor 1n-l969vtotmeet~the_coverage crrterra of the;present‘adr !
mlnistration proposal.g:However,'these,employers hired 69hpercent“ofythe,
vagrlculturalpwageeitemstemployed:in the study area,flndioating that it is
spossihltho achieve Suhstantial-coverageyof Worhers,withont covering’sub—j
stantlally all. employers 5/ Obviously theserresultsﬁvary vith the)strnctufe-
of, agrlculture.ln any,glven state‘ In Florida,tforvexanple5 thefAdministra—i
7 tlon proposal Would have covered Sl percent of the agrlcultural employers and
95 percent of the agrlcultural wage 1tems.L An»extrapolatlon‘of,present. ,
"trends toWard;increased labor'use on\farms!hiring labor*snggestlthat coveraée
Vwould become more ektenslve-over time even-ifﬁthéflegislationxisjmadeﬁno more‘
-comprehensive“than is_presently proposed. plf however{the"present nonfagri—'
jcultural coverage7standard of,one'or,more.worhers in 20 ortmore:weeks or-.a
$1506.payroll_in a calendar‘quarter were applicabieito agrrcnltural.emplOye
lers,eit.vouldahave covered789 percent'of'the employers'inkthe‘study:areaﬁin:
1969 and 96 percent of +he agrlcultural wage 1tems [1, PP 2 12].

Just. as the extent of coverage w1ll vary: by geographlc reglon, s0 to
‘Wiil'it vary.by[farm type. In 1969 the proposal now before Congress would
have covered only 11- percent of dalry farms. The dalry farms covered em- »
: ployed-3hcpercenthof the Wage ltems on all da;ryifarms [l,'pp; 2160]3 ,Relas L

ttively few field crop. or general farms wonld(have,been covered, In contrasté

nearly half thenfruit,\vegetablefand;miscellaneousffarmsfand'more than-SQ o

percentvof the Wage itemsion these farms would‘have'been>covered in,l969o

- These are the .farms Onfvhich‘seasonal,workers tend to be.concentratedg_ -

\



_Goverage'of workers'.,"‘ T Sl

i

Workers can only becOme unemployment beneflciarles‘after first hav1ng

' covered employment, S0 estlmates of benef101ar1es and beneflts pald w1ll de—‘
"pend uponﬁthe;ektent of employer»coverageg \It‘Wlll.alSO*depeﬂd on“the be—g,

.dhavior-of hired agricultural workers.' The hlgh degree of. seasonallty of

some agrlcultural employment 1s often 1nputed frequently 1ncorrectly as we

-shall see; to‘agrlcultural‘workers. This has led to ‘the notlon that agrl—.

o

cultural coverage would lead to expen51ve beneflt payouts.;

In measurlng the 1mpact on workers, 1t ‘is useful to d1st1ngulsh be—'

a

' tween potentlal beneflciarles, those who have enough covered employment and.

-earnlngs to quallfy for beneflts, and actual beneficlarles, those potentlal

'beneflclarles who‘experience‘some compensablehunemployment 1n any glven"

year. Only a portion of potentlal beneflclaries become actual beneflclarles,‘

. One fourth of - the hlred farm workers in the study area had worked

I
¢

durlng the. study year 1n covered non-farm employment, and three—flfths of
these, or 15 percent of all agrlcultural workers’ already quallfled as
potentlal beneflclarles under ex1st1ng legislatlon. Had the present adm1n1~~

X

strat1on proposal prevalled in 1969, 62 percent of the hlred agrlcultural

work‘force-would‘have been potentlal;beneflclarles; Even 1f all agrlcultural¢;

tive of the coverage prov1s1on.

employment was covered w1thout regard to size ‘of employer, only 75 percent ofiv

agrlcultural workers would be potentlal benef1c1ar1es [1, PP. 3. lh] ’Théf‘

N other, one—quarter had too llttle employment and earnlngs to quallfy 1rrespec-h ";

) )
[ E

The study 1ndicates that about 5 percent of the hlred agrlcultural

I

work force had enough covered non—agrlcultural employment to becqme potentlalf '

beneflclaries, and also experlenced someeweeks of" compensable unemplqmment

’-durlng the year and thus could become actual beneflclarles based solely on-

‘

‘thelr covered non—farm work. About 2vaercent_of,the agrloultural workers



¢ . ' © - )
/ . ..
. ;1
i

would become actual beneflclarles under the adminlstratlon ‘s proposal ‘and

22 percent would become actual beneflclarles Af all farm Work were cOveredv

J

' :[l PP 3. 16] o S 'j - i ‘ :’ i : :.. . \.?,

Generallzlng from the results of the study, the popular notlon thatj

‘practically allfagricultural‘Workerszwould be collecting benefits-appears
decidedly‘in.error° About a quarter of them do’ not have enough employment :
| to . qualiﬁy for beneflts, even though their: employment is hlghly seasonal_'
orvsporadlc.and more than half do not:experlence:sufflc;ent unemploymeﬁt,tq‘;

receivevbenefits;._Thls leaveswslightly'less than one'QMarterfof theuagricula

.tural"worhﬁforce as likely\to\receive benefit payments'in'anngivenyyearo

L

Bénefit_Amountsxand Benefit Cost:Rates

Iffall_agricultural“work were covereda it was estimatedﬁthatlactual
beneficiaries‘would,have reCeived average'unemployment insurance benefits of

$385 under the benefit standards prevalllng in the various states ‘at the tlme
of the»study. Average benef1ts “to actual benef1c1arles changed very llttle
under\different coverage provisions,‘ Even among'agrlcultural‘worhers_Wh05 -

were already actual beneficiaries because of their covered nen-farm work,

i

average benefits Wlthout farm coverage were $351 [l, Pp. 3. 21] Thus.the:

: maJor change resultlng from coverlng agrlcultural Workers lles 1n the in-

crease 1n the number of beneflclarles -and not in the average beneflts re-V

\

ceived perqbenefrclary._. Co s ,f f ‘ ' BREEEREEN

One iof the crucial questlons concernlng agrlcultural coverage 1s the

'relatlonshlp between benefit payout and tax 1ntake in such a . hlghly seasonal"

Ay

1ndustrysl Thls questlon has ‘been somewhat muted by the flndings already

demonstrated5 that many.of\the-most seasonal'ln:thelagr;cultural;worh force

xdo not - quallfy for, beneflts° .(Their.wages do, hoWever, generateftaxirevenues )

'

aAssumlng the payroll tax rates appllcable to new employers in. the study states,<

. the average beneflt-cost rate (benef;t,payments expressed'aS'a-percent of
A o HORSUE : ‘ , ]

\
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\taxable payrolls) attrlbutable to agricultural coverage would have ‘been 3.0

‘percentau Varlatlons Were con31derable among states, dependxng upon the per-»

centage of'workers qual1fying as beneflciarles and the;amount»of.benefltsf
lbethey quallfled for, Table l | |

' Although the average benefit cost rate for the lh states ‘study . reglon
and many lndivldual states? was less.thanthe legal max1mumstax\rate thls‘
doeslnot;necessarlly'imply that agricultural coveragelwould,heg"self;support—
v\ing." »lhe(contributionlratesrofvfinms'whose.workers;are paldjfew\or,nOf‘
. claims would graaually\fall togtheistateYs'legalvhase limit.  The contribur
tion'rates orlfirms whosenworkers_experienee'substantial‘unemPIQYment would -
_rise; nossibly'to;the,state’s:maximum‘permissible~tax rate. The cost of
benefitssto\firms whose'workersveXperience‘substantial unemployment’may‘ex—
ceed:the‘state's maximumﬁtax,rate,- In such cases,'the eroessvbenefit-costs
of'these firms{are'financed by\ad&usting u@wardAthe;contributlon-rates‘ofvall;
- other oovered,employers‘paying less than,thermaximum~tax_rate9 lhe extent’i
. to whioh~this‘would oocur inxanv-state deﬁends on the extent to which the

estimatedvaverage‘benefit—cost'rates actually typify individual firm cests,

or whether,there‘is a large variation around the average.

: Incidence oleenefitsl

Those<Workers.not qualifying'as potential beneficiaries,‘and therea
fore, essentlally totally untouched by the extens1on of unemployment 1nsur-
\ance to agrlculture, are those w1th relatlvely llttle employment and earnlngso3,

These are primarily housewives and students. For example, data from Pennsyl—'

Sy \ ~

.vania [8] showed that nearly three quarters of those not quallfylng as poten—

tial beneflclarles were -youth lT or under. About,one quarter wereffemale;g
Jhowever, there was'some overlap:invthe sex‘and'age'classifications‘ Local
.wgrkers~were less likely to be potential‘benefiCiaries thaniother'workers;"



‘Table 1 -

. Under Full, Coverage by State, 1969~ 7 o2/

(o . -

i

Estimated Benefit-Cost’Rates<aﬁd:Added Cost Rates for:Agriculture’

bZ"

State - Benefit Cost Rate~ - Added'Cost Rate®

e/

. Study Area (1kh State Average) = . 3.0 - s 3.0
' New England

' Connecticut « 6
Maine - , ‘ 2
Massachusetts - = i 3.
New ‘Hampshire 2
Rhode Island 5

Vermont 0

Mid-Atlantic
Mid-Atlan

Delawaré 5.1

Maryland 1.5

- New Jersey S - 5.8

New York : - 1.6

Pennsylvania B _ L 1.6.

‘West Virginia - : ' 1.4
L

Ohio

: A FlOI‘i‘da ' . : » S ,300 ’ . N . 300 '

Texas . S oW

al 'Source [3, p. 4.3]

p/ This rate is the proportlon ‘that benefits allocated to agrlculture

earnings are of taxable agrlcultural earnlngs.

E/ The added cost was. obtalned by cemputing. total benefits based on all"
'present earnings of agrlcultural workers in. covered non-farm employment.
plus: earnlngs in farm work then subtractlng beneflts based;on non-farm .

covered earnlngs only. The dlfference, the benefits added by extendlng_"\

coverage to agriculture, d1v1ded by taxable agriculture earnlngs 1s the

added cost rate.

NOTE: - Both rates are based upon an allocation of benefits and- taxable earn—-d

ings-to the' states 1n which they were earned
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- force Were non—migrantSp

10

reflecting the fact that most youth and housewives in. the agricultural labor:

\ Mlgrant workers tended to. beneflt s1gn1f1cantly more than others, be—’

I

.cause ' a. hlgh\proportlon of them quallfled as potentlal beneflclarles, and

they also had .8 relatlvely high 1n01dence of compensable unemployment §/,

With all. agrlcultural employment covered, 39 percent of mlgrants in the-

: reglonal study were. est1mated to be actual beneflcrarles compared to 15 per-

o
cent of.local‘workers. Slnce'a ‘substantial proportlon-oﬁ;m;grants were .

"members“of;minority groups (blacks, Puerto Ricans,\and‘Mexicans) this also

l means that a substantlally hlgher proportlon of- mlnorlty group workers than

whlte maJorlty workers are llkely actually to recelvebbeneflts.- Wlth'allu

agrlcultural employment covered mlgrants constltuted 52 percent of the actu=

al benef1c1ar1es although they comprised only 28 percent of the worker popur

: latlon,; However5 restrlctingwcoverage to thetAdmlnlstratlonusvproposal,dlss_

/

qualified proportionallytmore migrants than-non-migrants*from‘receiving

beneflts (12 percent compared to 9 percent) and, coverage prov1s1ons more

restrlctlve than the. Admlnlstratlon 'S proposal had a drastlc effect on "

A\

: mlgrants§ »Forjexample,‘the propoSal to cover agr;cultural_WOrhers;or‘emf Co

ployers*withEB or‘more'workers[in126'or~more'weeks disqualified-36fpercent-
of the mlgrant actual beneflclarles compared to 19 ‘percent of the non—mlgrants
[l, pp. k,137. Thus, the selectlon of the . approprlate coverage prov1s1on

cannot be assumed to have unlform effects on all classes of workersea

Secondary or Longer-Run Effects of Coverage

The-analysis Which yielded the‘above estimates assumed_no.change‘in'

‘-lahorrsupply~orfdemand;‘orvthevlabor forcefbehaviOr Offuorkersrresulting-”

"from,the‘extension of&unemployment insurance. However?the direCt effects v

of extens1on of, coverage are llkely to lead to a number of longer—run ad—,

t

Justments Whose magnltude .and- directlon can only be, speculated upona 'The]

/



!

"remainder of this paper w1ll attempt to. focus on some of: the mcre 1mportantl
.likely long—run 1mpllcatlons of “the extens1on of unemployment insurance to"
‘ agriculture and'arrive_at-some generallzations despite"the[1hher§nt,d%ffv
cfiCulties; _ThisidiSCussionpwill,be‘dividedyinto effects onoemployers,

\

workers, andt.he unemployment' _insurance'system. '

Effects on;Employers‘and,Production
| ~ Much of‘the‘debateion,the extension.of/unemployment insuranceito,agrif
culture has'centered on’ speculation as to its 1mpact on- employers, and ulti-

mately on volume of production and product cost There ‘has been speculation‘

.about exhorbitant tax rates to. fund benefits, and drastic restr1ct1ons on

’.,labor supply that supposedly would result from workers opting for unemploy—

ment 1nsurance benefits upon becoming eligible, either reducing production
- or 1ncreas1ng payroll costs or both ' : f‘

Although these issues must be addressed the mechanicsiof unemploy—. |
ment, insurance are. de31gned to protect against drastic effects of :this sort
Whlle hlgh benefit costszmay result from'covering:angroup of Workers,-the t
:provision of a maximum tax:rate preyents:the'incidence;of thistromifalling\7'
zientlrely on.one group. of employers.' Benefit;COsts'in‘excess of.those're;"
covered from. employers at the maximum tax .rate-are- shared by all‘employers -
~in thevsystem. _This, ofvcourse,‘raises other issues;that will befdealt with -
later. However,vthe.estimated industry average,benefitﬂcosts‘cited'earlier d
‘.\suggest, although\they-do;not'prove,?that eXhorbitant_henefit‘cost'rates‘.
are not likely to- ‘occur except in unusual cases.

It is entlrely poss1ble, 1n fact likely, that the availability of un-
’employment,insurance:will have some impact;on WorherES.labor force:decisions;’f
and thuSalaborrsupply. FSeveral:plausible hypotheseS'as to"the-nature of
these declSions -could be pos1ted, and more Wlll be said on this p01nt'1n thef

\( . . .
next section. Unemployment insurance procedures require that 1n order to ‘be

\
(

-
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: eligible'fOr benefits; beneficiarieswmust.beaavailableﬁfor~work“and-accept"
sultable work 1f 1t is offered ThlS requlrement is- dlfflcult to admlnlster ff
to perfectlon, but 1t does prov1de a safeguard agalnst wholesale desertlon

’of the labor market W1th respect to the present proposal let us - assert o
‘ . R ‘

-that a drastlc decllne in labor supply seems unllkely.;

In‘the-shortrrun,gfn the absence:of'compensatlng_adjustments;_the‘un—j

: employment'insurance’tax-onchVered;employers:wouldgresult'in increasedtpro-

: duction costs‘which uould'shift the marginal\cost_curye upward“and“to‘thef

' left and, assumlng perfect competltlon in the product market and no change LTy

) 1n product demand Would reduce the* flrm s, proflts after 1mpos1t10n of the

tax;‘ Marginally_profltable\flrms:m;ght beiforced 1nto'a Zero or‘negatlve- ¢

\

,.profitisituatlonﬁ"
i Oneflonger—run'adjustment;topthisfcircumstance:cOuld’be'reducedvout;A
‘put (mainly via exit of firms)_andiincreasedlproductfprices. A second longer-

run adjustment could be a’recombinationaofzfactors of production dutho a

.

v.;change.in relative factor-costs{' An increase in the cost'of.hired labor

Y 7

“coupled with unchanged capltal and land costs Would lead to a reductlon 1n

' hlred labor employment From the. standp01nt of efflclency 1n the utlllza-'

~ [3 . i

vtlon of labor, unemployment 1nsurance mlght Well be a, ble551ng 1n dlsgulse°
There is evidence-(not nearly enough) that‘agrlculture does not,utll}ze1labor
:efflclently, espe01ally seasonal and so-called . crewalabor", which‘would“be‘

the kind that led to hlgh tax rates° Unemployment 1nsurance may prov1de an

~

incentive for greater efficiency'in the, use“of such labor;' At any rate, the i

~need for 1nvest1gatlon of-the effect of unemployment 1nsurance upon factor : ’,f. }7'

‘ !prlces, comblnatlons, efflclent utlllzatlon, and productlon costs 1s suf-.u

gflclent’to provlde some'enterpris;ng graduate studentsrWlth-exCellent;thes;sy

. tepies:.. A o ',.} ' E "'h\' o l. T

Labor cost 1ncreasing tendencles of the unemployment 1nsurance tax,

‘ to the extent that they occur at all, would not’ affect all farms equallye. It_"

e



is not llkely, and current proposals do., not requlre,gthat all farms be cov—<
eredg Many farms w1th small hlred labor forces will l1kely escape coverage o

and thus’not incur the,payroll;tax.l Unemploymentylnsuranoe therefore‘may»4'

enhance the competltlve pos1tlon of small farms vis a vis larger farms.

Furthermore, the cost effects for farms that do quallfy for coverage
{

w1ll ‘likely differ s1gn1f1cantly as between types of farms."In-the‘short~run\
(two years) all employers who quallfy for coverage pay a minimum tax whlch
Varles by state. After thrs“perlodyeachWemployerrrecelvesvan experlence 7
rating based upon the paymentvof henefits to his?former:workers. Dairy fafms‘_“
: hayepgreaterrstabillty of -employment among their—workers~than,-forrexample,
‘Vegetableffarms;* Thereforee»itfis 1ikely'thatfafter,thefempérienceirating )
‘ period, dairy farmvemployers'wouldvon the‘ayerage pay,lOWer taxfrateslthan‘
Yegetahle farms; o ‘,‘ ' ‘ ~-if". | V
— Becausevof experlence ratlng, employers tax rates may also vary dee -
{
C pendlng upon . _the employment pattern of the Workers hired. Employers who
| canfrecru1tvworkers¥who are unlihely to‘quallfy for,beneflts,porpfor only
small benefit amounts;ASuohbas:housewivos and students,; may incur‘a low“{vb'
/erperience.rate, even though,thelrvemployment pattern;isjhighly Seasonalé-
The use.ofﬁ"moonlighters" whorhold_regular nonffarm jobs would also\becomew,=
advantageOus.’ This maycleadrtOfsomeoconscfoushchanges:in employer‘recruit;
ingphehayiorg_ ltymay;also‘proyide an_advantageato employersvof seasonal;'
workers in:surplus'labor<markets who would have*atpool'of "low;costﬁ‘(in'

. the unemployment insurance sense) workers relatlve to employers in the more

sparsely populated rural areas where mlgrant crews are. the only source of

o

seasonal'labor. S o o' ‘,’t ES

There are also poss1b1llt1es of" interregional dlfferences 1n unemploy—t

,ment 1nsurance and related labor costs. Where factor combinatlons per un1t

of output differ substantlally between reglons, or where the employment pat— :

terns of the agrlcultural work force are such as’ to produce dlfferences 1n

B



Sl
"'J.'( ‘ V
o benefit»coSts Which‘would-lead to‘differences in empleer-tax~ratesxamong"
‘Jreglons, there oould be some 1nterregional dlfferences 1n labor costs per .

un1t of production.' The fact that some reglons have larger flrms and employV p

© more hlred labor w1ll\mean only that such flrms pay aflarger absolute tax

than . those of other-regions.i It vill not mean‘differing‘production coSts

per unit. of output unless factor combinatlons between revlons differ 51gn1f-

1

1cantly Slgniflcant dlfferences 1n the proportlon of labor from famlly

versus h1red sources Would produce .some cost advantage to the farms operated
'W1th famlly labor. Dalry and poultry mlght experlence some dlfferlng re—vW

,glonal 1mpacts ar181ng out of dlfferences 1n the source’ of labor.; On the .{,

whole, hOWever,‘we*feel, it is_doubtful'that.the cast dlfferences}between_

.regionsaforpmost commodities villwbe'great“enoughfto disturb the,present

PR

'regionalfproductdon;patterns.‘
‘.'AﬂprOduct'suchias cottontmay.be a different story._ The larger labor“'
1nputs per unlt of output in the south as’ compared to the west may. put
_;southern cotton producers at a, cost dlsadvantage.. A s1mllar s1tuatlon may
-obtain yith;respectuto vegetable‘productlon? Franklyg there are;sufficfent-
‘unansvered'questionsbsurrounding the area;ofiinterregionalwcompetitlon fn‘
relation‘to unemplOyment'insurance to encourage'additional inqufry.'

Internat1onal trade should not be 1gnored and fresh frults and vege- o
) .

“tables are vulnerable. Some frult and. vegetables are now under severe 1n—_

'ternational competltlve forces. Whlle a-Oonstantly lncrea51ng amount of

A

capltal has been employed in produ01ng frults and vegetables, they never-,
theless stlll employ large quantltles of labor, The-addltlonal-costs as-

'sooiated with unemployment 1nsurance ~could mean that some vegetables and
!vfrultsﬁcannot1be5produoed"at worldfmarket pr;ces,ofThfszls aniarea‘of\1nqu1ry
calling for sttemtion. . . oo.o o
'_} Not:all*thebcosttimpacts of covering_agriculture Will-necessarilypbevi.
bcost‘ingreasingg“Mentionvwas;made earlier' oftheprSSiblegimprovementsiin f(‘

oo . . - ) /S N

N



",‘pos1t1ve effects on- total labor supply and hence costs.'

15

A . U : . e [

: hired¢labor‘efficiency'whichﬁthe‘unemploymentfinsurance.tax may’inspire,a'
‘Perhaps a,more likely positive=cost impact, mayicOmefabout throughla~change‘in"

hlabor supply. Exten31on of unemployment 1nsurance coverage to agrlculture

».\‘
;

-’_w1ll remove one more. of the characterlstlcs that set hlred agrlcultural work '

N

: apart from non~agrlcultural employment ‘ It w1ll be ‘one step, albelt a’

: small one, toward equality among sectors of the labor force, Presumably it
"w1ll have some pos1t1ve effect, as an added fringe beneflt, 1n 1mprov1ng
the w1lllngness of Workers to take agrlcultural employment and reduce Job

turnover, w1th a reduction in the attendant hidden labor costs of lost pro-i

duetlon,-recrultment’andstralning.of_replacements. Whlle ‘there is llttle

-ev1dence that the present agrlcultural work force yearns for unemployment

1nsurance coverage, once’ coverage 1s actually effected there should be some“'

Finally, the relatlve 1mportance of hlred labor expendltures must, beg

,considered' to put the dlscuss1on'in perspectivef; The 1969 Census of Agri-

culture showed hired labor’ expendltures to constitute about 9 percent of
' ' N
) total farm production expenses on. Economlc Class l through 5 farms [7]

Since the unemployment insurance tax could add,: at most h to 5 percent to

W

;the labor blll, 1t would, on the average, have .a. negliglble effect on, farm L
:production costs,' Evenbon farms w1th gross sales of $lO© OOO or more in

969 hired labor expendltures averaged less than l2 percent of farm produc—‘
tionwexpenses. However,,hired labor_expendituresﬁon}fruit, vegetable; and :
.,miscellaneous,farms averagedrfrom onefquarter:to-onerthird ofsfanm‘production'
expenses On.Economic Class*l‘through 5 farms,‘andxincreasedato*fromv3é to7h0‘_

percent of farm: productlon expenses on farms w1th gross sales of $lOO 000

/
o

'or more,’ On large farms of these types, farm productlon and ultimately prod— K

| uct: prlces may be cons1derably more sens1t1ve to hired labor costs° S

I
Y



_Effect“on Workers bii
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The extens1on of” unemployment 1nsurance to, agriculture Wlll ‘have some

I,long—run impacts on agricultural workers,' and the agrlcultural work force
":1n the aggregate.f Perhaps the most 1mportant of these are 1ts potential ime;

’Lﬂpacts on the level and compo51t1on of- employment, worker s labor force be-‘tif

vb'hav1or patterns and migratory patterns.,

‘ "Qemployment 1nsurance by retaining good workers on: the payroll during perl-'

The added 1ncent1ve to substltute capital for labor resulting from

the poss1b111ty of 1ncreased labor costs has\already been noted The advent

‘

_of unemployment insurance w1ll surely add - at least some addltional pressure

_ to this already strong and long standing adjustment pattern.r

B Some additional seasonal unemployment w1ll almost surely result too.

:It can hardly be denied that some farmers presently finance their own’ "un- -

,‘ods of slaok labor demand to maintain a; labor force during normal and high
' -demand periods. The extent to which employers can shift this burden to the:ﬁ,,
ftunemployment insurance system, and the extent to which workers w1ll be Wll-;,l

,ling to settle for the lower income levels afforded by unemployment insur-{. .

‘ance,_ls a topic warranting further 1nvest1gation.‘

xThe:use:of unemployment 1nsuranceras rocklng chair money to pro-
: \ : L
v1de additlonal 1ncome to seasonal Workers who, by a¢c1dent or design, earn

.enough to qualify for benefits, but whose employment 1n any case would be

;seasonal, is likely to occur in some productlon sectors of agriculture as 1t

‘1s alleged to occur 1n agricultural process1ng., ThlS would appear to provide

A

a. net gain to both agrlcultural employers and workers, at the expense of the :

B unemployment 1nsurance system and other covered employersQ

It has already been noted that an 1ncentive would be created to meet )

labor requirements with permanent workers and seasonal workers unlikely to

'apply for or;qualify for benefits,, This would appear to put housew1ves,_-

'_~students, retirees, and industrlal moonlighters at an advantage relative to;» o

' N . : . . SN I . - !



o mlgrants worklng at ‘a succe551on of seasonal farm Jobs.. However,‘the cost of
BN . ‘

assembling such a Work force, and poss1bly 1ts lower product1v1ty, may be\ '
enough to offset hlgher unemployment 1nsurance costs assooiated w1th more‘_‘

experlenced and organlzed seasonal workers.

[
\

The 1mpact of coverage on Worker s labor supply and mlgratlon dec1-;°
51ons provides room for further interestlng research It seems llkely that
_ sOme seasonalﬁworkers not}now‘qualifylng'for benefits-would*be,induced“to |
1ncrease thelr employment suffic1ently to- quallfy Whether there would be .
opportunity for them to do’ 80, and how ‘the unemployment 1nsurance system w1ll

treat seasonal agrlcultural workers admlnlstratively are unknowns at this

o p01nt. .Whetherasome workers would- and;could.admlnlstratively, be 1nduced

' to accept unemployment 1nsurance payments in 11eu of higher earnings, is also

dependent upon factors whlch are 1argely unknown | |
_Thlsuquestlon has special'relevance to‘migratory”workers.vhSinceLtheref

:_is generally little or. no seasonal agricultural work 1n thelr home areas

when they enter the migratory stream, 1t 1s likely that many workers now

. enterlng thermlgrant‘stream would be considered'admlnlstratively as.qualify-:'

ing for beneflts 1f they had sufficlent employment and earnings in their

"home state ,1 Whether they would choose. to migrate, 1f eligible for benefltS’

at home, is dependent on their assessment of the utllity of addltional in-

come relative to the disutillty of mlgration. Emerson [h] at Florlda est1- -

mated that 1f all- migratory workers in the regional study did not mlgrate to

any Jjeb 1f employment in thelr home state would make them ellglble for bene—r

‘ flts, their foregone earnings, net of addltional unemployment 1nsurance bene—»’

flts, would average $687, or 22 percent of thelr average total earnings in- f;'

; cluding that from migrant work.; To what extent workers would be w1lllng to

make;suchvtrade—offs,warrants%further.researchrpyp

v lf'theﬁextension*ofxunemployment insurance reduced migration signifi-
_ ~ frrbas.extens : A nee redu ration signil
cantly, ‘the labon markets in the supply ‘states (primarily Florida, Texas, and .

3
1
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.California) would, not be greatly affected But in"demandistates; assuming.a‘
relatively 1nelast1c demand for labor in. the short run, large wage"- increases
‘followed ultimately by mechanization, shifts in productlon, and disappearance

;o

: of some producers would likely result.

Y

While the supply states' labor markets would not be greatly affected
these states‘couldface 1mportant,social and community disruptions? Educa+
tionalg"health and'welfare‘costs‘would'probablymincreaSe‘significantly,vsince
it is unlikely that migrant.families;as part-timeiresidents of a community =
presentlyfmake'heavy demandSrupon(local government services° Theseffects of*
reduced: migration upon property taxes, the tax burden of present residents, -
~and eventually upon the level of serv1ces prov1ded can only be surmised

Finally, it is relevant to ask what 1mpact unemployment insurance will,

J

have on agricultural worker-s 1ncomes; The low earnings of agricultural

workers are frequently cited in support of the extens1on of unemployment 1ne
- surance to agriculture, It can. be expected to have little 1mpact on ‘the
/,general low 1ncome problem\among farm workers [3, p,,6 h] _Low'earnings'
'among farm workers appear to stem chiefly from low laber. force part1c1pation
and low,wage rates._ To the extent that low labor force participationris- -
voluntary, and much of it is accounted for by housew1ves and students, it 1s
‘not’ really a social problem . -
Youth part-year and part time workers collectively accounted fOr‘more

uthan.20«percent of the“regional study‘population, and more than hOApercent

of those w1th total»earnlngs from all sources of less than $30®O \Practicé
"ally none of these workers would become unemployment 1nsurance benef1c1ar1es,"T
About one—half the‘study;population workedkfulletime-andfexperienced ne
compenSable,unemployment and thusiwould not{receive any‘benefitsr“Thisou
group accounted‘for.one-quarter of the workers with‘earningS'of less.than

,$3000 Those workers which would receive v1rtually gll the‘benefits were

- the full—time workers with some weeks of‘compensable unemployment ’ They
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. comprlsed about one—quarter of the work force,.and about one-thlrd of the

' workers Wlth annual earnlngs of less than $300®, and recelved about 98 per-
‘cent‘of thegunemployment,1nsurance beneflts,s-About twoethlrQs*of the;bene-V '
fits ,a,cc\rued. o ,'vworhers with total ;\ea\rni!ngs.j.,unQer $3,0,v®O,1 an,d'payments ‘We_re _

f‘large;relatiyecto'their annualvearnings,ffor¥eXample;$h63;for=uorkersiwithﬂ.
',total annual earnrngs of $l5®0 to- $3000 It-abpearsvthat unemployment ln—uﬂ
lsurance has the potentlal for maklng a substantlal impact on the Welfare ofi

‘ only about one—quarter .of the agricultural Work force,

| ' ’ N

Impact on _the Unemployment Insurance System

I

- In.some states the beneflt outlays from the addltlon of agrlcultural.
1rcoverage_wlll,exceedbthe taxes pald:by agrlcultural employers;' In Cennect-

~icut, for examﬁle,Atheuannual‘drain:on.the fund.was'estimated:at.between’ B

o $750 ooo and . $950,000,,. Thls is small in terms ‘of a reserve fund of $1oo

mlll1on Wthh has ex1sted 1n some recent years, or the 1ncrease of about

vone—tenth percent for non—agrlcultural employers which Would be requlred to.b

- cover these ‘excess benef1t costs. But any 1ncreasev1n‘taxeS‘1s unlikely to-

'recelve ardent support 1n the leglslature by non-agricultural employers,
especially durlng perlods of hlgh unemployment and low reserve funds, such
as,athpresent. In Callfornla, the estlmate of the annual def1c1t oaused by
‘aéricultural coVerage 1s approx1mately $30‘milllon.[5,’pp.h9.2].

_ There are, of course, equlty con31deratlons to be taken 1nto account f\

.Many presently covered flrms, and some Whole industrles, are not "self

. ! .
'supportlngob The fact that agrlculture, in some states and in some years,

(

. is likely to. generate excess beneflt costs 1s not unlque,\

,

S There has been some concern about the addltlonal admlnistratlve load

\'that would beyplaced on the unemployment 1nsurance,system;by,addlng agrrculeﬂ'f:

.turalicovenageg 'Thrs{waseundoubtedlyfone of«theTconsiderations;in the Ad=.

" ministration's decision té propese less extensive.coverage for agriculture -

[

then is applicable to commerce and industry.

[
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Comparing the estimated number of added employers resulting from extend—
\1ng coverage to agriculture 1n 1969 to the employers already covered in that
xtyear ylelded percentage 1ncreases in the number of covered employers ranging
‘ofrom 0.6 percent in Rhode Island to 32 percent in Texas [l pp. 5 ll] Only:,
v'in Maine, Vermont, and’ Texas was. the percentage increase in covered employ—;
'ers"lonpercent:orumore,v Lessvthan complete_coveragetofgallyagrlcultural em*

ployers would reduce these percentages significantly. Bstimated additional

. taxable,wageskresulting fromfagricultural'COVerage ranged from1013~to“h;3‘per{
cent and estimated additlonal benefits paid Was less than h percent 1n all'
study, states except Florida, where estimated additlonal benefits were 18 6:f'
\‘percent of'those paid in 1970. though no- comparlson of the relatlve 1n—v

-crease'in volumeiof 1nterstate'claimS'resulting from agricultural covenageiv‘

'was made, it would almost certalnly be more than proportlonal to, the 1ncrease

. -

- in the nuMber of beneflciaries. The effect of the additlonal coverage on

‘the administratlve costs of unemployment 1nsurance was not studled but 1t
fappears that coverage of all agricultural employment and full partlclpation
v‘byueligible‘beneficiarieshwould increase'the numberpof”employers a:nd'ber;lefz‘:'it_Il
‘5?accounts more than proportionally'to theiincrease}inttaxahleiwages whichﬂprony o
vide”the basiSEerjfunding‘thexadmidistration_offthe,system," |

iaogévera the question of thehlikely;level of papticipationgmust{alSQ_
- be. r,aisedo - The ':estimates ‘pr.e:s_en’ted -.earlier were based-upon theassumptlon
.that' all thobse ,workers who b.‘_ec_ome’ eli"g‘ib,.le; ‘ for’vunemployment zins/uran_c;e"henee,
“flts would file and’ collect i Evidence:suggests;that‘largetnumhers;of&eligisji'"
\ble workers never file clalms for benefit payments.? Estimates'forunoneagri- '

‘ cultural workers runs as: high as. 30 percent [6]Jj Non—participatlon is llkely

".to be even higher during the early years -due largely to the fact that many

v workers w1ll not know or understand their rlghts and beneflts under unemployb

N

.. ment 1nSurance\coverage [5] In addition there 1s ev1dence that rural people

- have ‘a, lower part1c1patlon rate 1n government related programs of all

IS

o - . ' N =
. . . Vo



'in almost any governmentfprogramﬁof,assistance11nvolves'a sOBlal*stigma, For:

. may need to mount a major labor_educationalgﬁrogram.' Can,EXtension easily-.

21
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-types_than'their urban”counterparts_[ZI@. For some, of coursew partfcfpation] '

S

whatever}neasons,;theJedonomic(implicatibns_of_less;than-fulllpartiéipation~

\

is that tax!rates will«be’lower.thanlthosevestimated'inwtheuregional-study'

The questlon of - program partlclpatlon ‘also ‘has: 1mportant 1mpllcat1ons'

. R . N

,for agrlcultural extens1on,‘ We assume that a major portlon of the respons1-

blllty for informlng farm Workers of thelr rlghts and beneflts under unem—.

ployment 1nsurance Will fall upon the Agrlcultural Extens1on Serv1ce.‘ Noné

agricultural workers have depended upon thelr unlon to carry much of the. edu—"

\

cational burden of unemployment 1nsurance rlghts and beneflts.t But agrlculf

A

'turalmworkers generally are&not members ofalaborvunlons; hence, Extension

v

Eadoptfto having-farm”workers‘and7employers as'bedfellows?

Flnally, we must address the issue of the contlnued separate treatment

"tratlve de51rab111ty, but of polltlcal expedlency and soclal Justice._mMany:

,oppose separate treatment, Wlth respect to unemployment 1nsurance Varden

Fuller states ..,the standards should be the same for everybody, both

federal pollcy and state practlces" [6 Pp. lh 2] He went ‘on- to state that

trylng;to-malntain\the dlfferentlatronqbetween.theyrlghts‘of agrlcultural.‘

'

’vpeople and others may- be unconstltutlonal and c1ted the exclus1on of farm
‘¢Workers under the Natlonal Labor Relatlons Act and the1r 1nclus1on under the

qualr Labor Standards Act, Regardless of, the Constrtutlonal questlon, the

;

stage is set for a polltlcal battle over coverage prov131ons. ‘_"_ thb

In assess1ng the 1mpact of extendlng unemployment 1nsurance to7agri-.f

culture, the profe551on has concerned 1tself with ‘a magor 1ssue of the daye

!

l 1ndiv1duals, has for years been almost entlrely 1gnored,‘ Those of us :‘“ L

.

._7 L : N

\of agrlculture 1n labor leglslation, ThlS‘lS not*only'aLquestlonxof‘adm;nls-b

1

'\It is, one that 1s squarely withln the pervue and’ respons1b111ty of agrlcul-..:

i

\

! tural economists, but one. that, as1de from the efforts of a very few '*‘_ g;/_;-
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aéséciated,wiﬁh”NE—SB are'proud,ofLoqr“research’accomplishmentsm4”Bvxﬁonly:a“

start has been made, The issues raised in1this paper and;many'otherfrequire
additional analysis} ,Wévbope to make availéble a,wealthﬂofadata,fbutqonlya

v

you.can develop an interest in this area of inquiry,
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FOOTNOTES
Minnesota 'extended coverage to agrlcultural workers in l97h and legls-'
lation is- pendlng in several other state leglslatures.
Employees of. instltutions of hlgher learnlng fared better than farm
workers in the Employment Securlty Amendments of 19703 they were ex-

tended coverage..

The principal reports resulting from the study were [l] and [3].  More’
detailed state reports are avallable .from most partlclpatlng states.

Pending Federal legislation, in addition to extending coverage to
agrlculture, also calls for minimum beneflt standards in all. states.

In discussing coverage of employee s" workers, it is necessary to use.

Vthe concept of a wage—ltem rather than -an . 1nd1v1dual worker. An

1nd1v1dual Worker is a Wage-item" on each farm on Whlch he . 1s employed‘
during the year. ‘ ‘ ‘

Migrant workers were defined consistent with the definition used in the
Hired Farm Worklng Force Reports, Economlc Research Serv1ce, U.S.D.A.
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