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Experience-Rating Operations in 1946*

During 1946, employers subject to
State unemployment insurance laws
were taxXed at an estimated average
rate of 1.4 percent of taxable pay
rolls (table 1)'—the lowest average
rate since the first year of the pro-
gram (1936) when the Federal tax
rate was only 1 percent. The 1.4-
percent revenue rate is expected to
yield $828 million? on 1946 wages, a
decline of nearly $100 million from
the amount payable by employers in
1945, when the average tax rate was
1.59 percent. For the 45 States with
experience-rating provisions, the
average employer tax rate declined

~ from 1.55 percent in 1945 to 1.3 per-
cent in 1946.

Under the experience-rating pro-
visions of State laws, individual em-
ployer contripution rates may be
varied from the standard rate® on
the basis of either the employer’s
experience with the risk of unem-
ployment or the condition of his re-
.serve account. State experience-
rating plans differ greatly with re-
spect to the measures used in com-

*Prepared in the Program Division, Bu-
reau of Employment Security.

1Except for the discussion on pages
10-11, the effect of war-risk provisions is
excluded from all figures shown in this
summary. In 1946, 5 States (Alabama,
Florida, Georgia, Ohio, and Oklahoma)
had war-risk provisions in operation.

2 Contributions due on taxable wages
for 1946 differ significantly from amounts
collected during 1946. Collections during
1946 were paid usually with respect to
taxable wages for the fourth quarter of
1945 and for the first 3 quarters of 1946,
Collections were therefore based partly
on 1945 tax rates, which were generally
higher than 1946 rates, whereas contribu-
tions due on 1946 wages were based solely
-on rates for 1946. Collections exceeded
contributions also because collections in~
clude while contributions ezclude war-
risk revenue, voluntary contributions,
employee contributions, fines, and penal-
ties.

8 The standard rate is 2.7 percent in all
States except Michigan, where it is 3.0
percent. Under current State laws all
new employers are taxed at these rates
until they have sufficient “experience”
with the risk of unemployment to be
eligible for rate modification under the
State - experience-rating provisions. In
1946, rates higher than the standard were
assigned by only 15 of the 45 experience-
rating States.

puting the employer-experience index
and the amount of variation allowed
from the standard rate. The most
common type of measure is the
amount of benefits paid to an em-
ployer’s former workers and charged
to his experience-rating account.
Only the New York plan in 1946 used
a measUre completely independent of
the amount of benefits chargeable to
an employer’s account; 1946 tax rates
in New York depended on the sta-
bility of & firm’s pay roll and its age.

Experience-rating provisions re-
duced the amount of contributions on
1946 wages almost $800 million below
the amount payable at the standard-
tax rate (table 2)—a revenue reduc-
tion of 51 percent for the experience-
rating States and of 49 percent for
all States combined. In 1945 the de-
crease in tax rates under experience-
rating provisions of State laws re-
duced revenue by slightly more than
$650 million, or 43 percent for the
experience~-rating States and 41 per~
cent for the Nation. In the absence
of provisions for reduced tax rates—
either through experience rating or

other devices—the already excessive
reserves for unemployment insurance
would have grown even during 1946,
when benefit outlays were the highest
in the program’s history.

In the 45 experience-rating States
there were 865,000 active employer
accounts, of which 566,000 or 65.4
percent were rated-——that is, were eli-
gible for tax rate modification—for
rate years beginning in 1946 (table 4),
Because of highly favorable employ-
ment - experience during the war
years, almost all (94.7 percent) of the
rated accounts were assigned tax
rates below the standard; only 4.3
percent were assigned the standard
rate, and only 1.0 percent had rates
higher than the standard.

Tax rates of less than 1.0 percent
were assigned to one of every three
accounts in the 45 experience-rating
States, and more than half the rated
accounts (52.7 percent) paid taxes
that ranged from 1.0 {o 1.8 percent
of pay rolls. As a result, only slightly
more than one-tenth of the rated
accounts were liable for tax rates
higher than 1.8 percent.

During 1946, contributions to the
unemployment trust funds were paid
by employees in four States at an

Table 1.~—Average employer and employee contribution rates, 1941-46

Average contribution rate (percent)
All States Experience-rating States
Year
Com- Com-
bined Em- Em- bined Em- Em-
employer- ployer | ployee! |employer-| ployer | ployee !
employee employee
2.72 2. 58 1.00 2. 50 2.17 1.00
2.32 2.17 1.00 2.04 1.81 1.00
2.18 2.04 .93 1.97 1.77 .95
1.95 1.80 .92 1.75 1.59 .94
1.73 1.59 W91 1.69 1.55 .94
1.4 1.4 .4 1.3 1.3 .4

1 Average rates for States with employee contri-
butions. L
z Bxcludes effect of war-risk contributions,

® Preliminary; excludes voluntary contributions
made during year.

Table 2.-—Eﬂect of experience rating \ on employer contributions, 194146

Item 1941 1942 19431 | 19441 | 19451 | 194612
States with experience rating:
LS 17 34 40 42 45 45
Average employer contribution rate (percent).__._._ 2,17 1.81 1.77 1.59 1.55 1.3
Reduction in revenye:
Amount (in millions) . __ . oo $54 $269 $401 $561 $654 $799
As percent of contributions at standard rate__.._.. 20 34 35 42 43 51
All States, reduction in revenue as percent of contribu-
tions at standard rate. oo . 5 20 25 34 41 49

1 Excludes effect of war-risk contributions pro-
visions.

2 Preliminary; excludes voluntary contributions

made during year.
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average rate of 0.4 percent (table 1).
The average rate was 0.2 percent in
Alabama and 1.0 percent in New
Jersey. In California, employee con-
tributions of 1.0 percent of taxable
pay roll were credited to the unem-
ployment trust fund during the first 2

quarters of 1946 only; after that,
these contributions were credited to
the State’s newly established tem-
porary disability insurance fund.
Similarly, in Rhode Island, employee
contributions of 0.5 percent, which
formerly went to the unemployment

trust fund, were credited to the tern-
porary disability insurance fund
starting July 1, 1946. As a result,
the average 1946 employee contribu-
tion rates for unemployment insur-
ance in California and Rhode Island
were equivalent to annual rates of 0.2

Table 3.—Selected experience-rating data, by type of plant and State, 1941-46

. Percent of rated accounts with Average employer contribution rate Reduction in revenue (percent)$
Date ex- |Maxi-|Mini- reduced rates (percent)?
perience | mum| mum
State rating rate | rate
became (per- | (per-| 1941 | 1042 | 1943 | 1944 | 1945 | 1946 | 1941 | 1942 | 1943 | 1944 | 1945 | 1946 | 1941 | 1942 | 1943 | 1944 | 1945 | 1946
effective |cent) | cent)| 17 34 40 42 45 45 17 34 40 42 45 45 17 34 40 42 45 45
States|States|States|States|StatesjStates|States|States|States|States|States|States|States|States)States|States|States|States
Total, 51
ST R: 1Y S SOUIUU I SRR SRPIRI FURIPU Hn IS SR SR 2.58| 2.17| 2.04] 1.80} 1.59( 1.4 5 20 25 34 41 49
Total, States
with experi-
encerating. |- . |ooooo|-oaooo 54.9f 67.4] 74.7 84.5{ 91.0f 96.1] 2.17[ 1.81| 1.77[ 1.59} 1.55/ 1.3 20 34 35 42 43 51
Reserve-ratio plan:
Arizona Jan. 1942 3.6 55.7 71.5] 83.4) 92.6}__..___ 2.51) 2.33] 2.12[ 1.94 1.7 28 37
Arkansas. 2.7 70.4 79.8} 86.8] 93.4)___.__ 2.47| 2.16; 2.06| 2.00 1.9 25 30
California. 2.7 37.0| 50.8},62.0) 74.0] 2.48] 2.45] 2.28} 2.17} 2.02|] 2.0 26 27
Colorado 4. 3. 6| 72.1| 817 88.9] 94.41_ _____ 1.98| 1.92} 1.70| 1.69| 1.3 38| 51
Dist. of Col. 2.7 90.0} 91.6] 94.7) 96.6|_..____|..____ 1.71 . .51 .3 81 87
Georgia. .. 2.7 80.4| 86.5{8963.2(596.0(_._.__ 2.07] 2.11| 1.98}51.83| 51.6 32| 639
Hawai 2.7] 97.6| 97.8 98.8] 99.0| 1.65] 1.54| 1.38| 1.21] 1.24 .7 54 74
Idaho. .. July 1943 2.7 65.6/ 47.8] 83.9] 91.9|._.___|._____ 2.53| 2.43} 2.22| 2.0 18 24
Indiana Jan. 1940 2.7 66.0] 82.8] 86.1] 94.0; 2.29] 1..91] 1.97] 1.85 1.62 .9 40 66
Towa .. Jan. 1942 3. 6] 72.6|582.6(589.21 92.4|___.__ 1.85[81.92|81. 51.43] 1.4 5 46 50
Kansas.__ Jan. 1941 2.7 72.0| 83.8[392.9| 95.4| 2.07| 2.20] 2.09 2. 31.81 1.5 533 43
Kentucky codo_.____. 2.7 72.7| 77.1] 76.4| 79.4| 2.68| 2.32] 2.18] 2. 1.89 1.6 30 41
Louisiana._ Oct. 1945 2.7 9 e eae e 85.2[ 96.6[ __._ | |ooao__foo..- 2.35 1. 5 13 46
Maine. ... July 1943 2.7 78.2[ 71.8| 90.2 2. 2.09] 2.0 23 25
Missouri ¢ Jan. 1942 4.1 81.6] 5 84. 6] 589.3 51, 31,52 1.2] 544 57
Nebraska 4_. Jan. 1940 2.7 66.6| 84.4] 92.5 1. 1.30 .9 521 68
Nevada_.._.._._ July 1945 27 L0 | oo 88.9] 88.3| .|| |amaes 2,401 2.1 oo el 11 21
New Hampshire | Jan. 1941 2.7 66.9) 76.2( 86.1 1.81] 1.65 1.4 6 12| 18 33 39 47
New Jersey..___| Jan. 1942 3.6 68.1 75.3] 83.1 1.85; 1.62 1.7 39, 31 32, 40 38
New Mexico....|...do...._. 3. 6| 60.6] 72.7| 84.7 1.97] 2.02 1.8 19 20, 27 25 33
North Carolina4! Jan. 1943 2.7 24.6] 53.0] 72.9 2.44| 2.07 ) W/ DR P 2 104 23 36
North Dakota...] Jan. 1942 2.7 74.77 82.8] 90.4 1.64] 1.54 1.3 28 31 39, 25 51
Ohio ... 3.5 92,71 895.9/598.1 81.49161.31} 81.2 54 45| 845, &51 857
Oregon.. -o.| July 1941 2.7 60.7[ 74.1| 85.4 2.23] 1.98 1.8 11 14 17 27 34
South Carolina 4.| Jan. 1942 3.0 75.7] 83.2] 93.3 1.86] 1.44 1.20-.... 27 36 31 47 54
Tennessee.___.__ July 1944 | 3.3 [ 1.0 |eecoeo]oooefomnnnn 73.3| 82.2 2.60] 2.29| 2.0 _____| . __|-o.o__ 4 15 25
West Virginia___| Jan. 1941} 2.7 85.6] 91.3| 94.7 1.62[ 1.40f 1.2 101 21 35 40 48 54
‘Wisconsin 4. ____ Jan. 1938 | 4.0 66.8| 875.2| 575.9 51.83}%1.08 .4 45 43 837 832 560 86
Benefit-wage-ratio
plan:
Alabama 27| .5 79.4 7.111595.21 899.2599.9 3 . 5.7 563 s61f 373
Delaware. 3041 .5 95.2) 98. 6| 100. 0| .0} . .6 75 76 78
Illinois. - 3.6 .5 . 2| 583.8]489.9 f X .8 857 863 71
Massach . 27| .5 79. 91. 5| 96.0 3 . . .7 65 68 75
Oklahoma_._____[ _.do_._____ 271 .6 foeeeoo 3|3580.1;501.4[698,1]599.6|...___ 1.69] 81,58 61.37; 579 59 8491 6711 568
Pennsylvania.__{ Jan. 1944 | 2.7 | 1.0 .. ..} ___..|-___._ 98.11 99,21 98.9)._____|_____.|--._._ 1.21] 1.29 1.4 55 52 49
Texas__....__._. Jan. 1941 | 271 .5 80.7| 87.0] 94.1] 97.8] 99.1] 99.4] 1.60f 1.56] 1.42] 1.24 .92 .8 664 71
Virginia__.___.__ edo____ 2.7 |10 90.0 88.4] 92.6] 98.3] 99.8{ 100.0y 1.75 1.59] 1.50| 1.21] 1.16] 1.1 55 57 59
Benefit-ratio plan:
orida_.___.____ 271 .7 |-eeemn 68.5)870.9} $84.5/204.6[ 698.4|._.___ 2,27|82.24)82,10[ 51.83| 81.3|...__ 16| 817 s22[ 8321 553
Maryland.. 2.7 I T DR D, 584.51692.41896.2| 97.2|______|._____ 52.01]61.51]%1.43 L2 L |ao. 8260 844) 547 54
Michigan ¢ . 40110 |..—.. 87.5| 88.9| 94.5/ 80.5[ 89.6|...___ 1.69| 1.57) 1.17} 1.66] 1.3} _.__. 44 48 61 45 57
Minnesota ¢._.__ Jan. 1941} 38.25 .5 59.6/ 57.3]877.3|677.1{580.3] 86.1] 2.05 1.95|51.56|51.61| 31,70 1.7 24 28| 542 540] 837 39
Wyoming.._____ Jan, 1942 | 3.5 .5 j...... 9.2| 65.6] 82.5| 95.9] 99.68|...__. 2.66| 1.93] 1.67] 1.44 1L3f_.. 2 29 38 47 53
Combined re-
serve-ratio
and benefit-
ratio plan:
South Dakotad..| Jan., 19040 | 2.7 | 0 36.3| 59.1] 72.4] 72.3| 84.0] 87.9| l.6s 1.57] 1.16/ 1.01] 1.13 .8 39 42 57 63| 58| 69
Vermont._____.. Jan. 1941 2715 34.8| 50.5] 54.0| 77.5| 84.4] 91.5 2.46; 2.10{ 2.38 2.01] 1.80| L7 9 22 12 25 33, 37
Compensable-sep-
arations plan:
Connecticut.._._ Apr.’ 1941 271 L5 88.3] 84.8| 85.5 84.8] 88.8] 96.1] 229} 2.09] 2.09| 2.12} 2.12| 2.1 15 23 23] 21 22 8
Pay-roll-varia-
tions plan: X
New York.__... July 1945 | 270 | )oooo oo ]oaoos 99.9) 99.9):_ | o oo foaoe 199 L8| oot 26, 44

1 States classified by type of plan in effect as of computation date of 1946 rates.
2 Prelimivary estimates for 1946; 1946 data do not include effect of voluntary
contributions from employers collected during the year. Effect of war-risk
contributions also excluded from rates for 1943,1944,1945, and 1946; rates may be
materially affected in States which provide for war-risk contributions. ~See

footnotes 4 and 5.

3 Preliminary estimates for 1946. Percent shown for States represents differ-

ence between estimated yields at the average rate and at the standard rate as a
percent of estimated yield at the standard rate.
revenue under war-risk provisions.

4 State law provides for voluntary contributions.

& State law provides for war-risk contributions.

¢ In Michigan the standard rate is 3.0 percent; in all other States, 2.7 percent.

Excludes effect of additional
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percent and 0.3 percent, respectively.

The continuous decline in the aver-
age employer contribution rate for all
employers and for employers in States
with experience rating has brought
the average rate to its lowest point
since 1936, when the Federal tax was

only 1.0 percent.* The rate for the

4 The Federal tax rate rose from 1.0 per-
cent in 1936, the first year of the program,
t0 2.0 percent in 1937 and reached its pres-
ent level of 3.0 percent in 1938. Since em-
ployers subject to a State unemployment
insurance law are granted a 90-percent

Nation dropped from 2.58 percent in
1941 (the first year during which a
significant number of States reduced

offset against the Federal tax, the stand-
ard tax rate was approximately 0.9 per-
cent in 1936, 1.8 percent in 1937, and 2.7
percent thereafter.

Table 4.—Percentage distribution of active accounts eligible for rate modification, by employer contribution rate, for each type of
experience-rating plan and State, rate years beginning in 1946

Active accounts e

ligible for rate modification

Percentage distribution by employer contribution rate

Total Per-
Type of plan and State? (l’lfu;gtlgsg cent - )
accounts 3| Number | %211 | Rate Rate Rate in specified interval
active } p 1w Stand- above
ac | stand- azd « | stand- 0 o o
counts rate .1~ 1.0- 1. 2.75- | 3.7-
ard ¢ ardt} 00 | ‘5o | 15 | 26 | 27* | 36 | 45
Total, 45 States. ... .. 865,118 | 565,794 | 65.4 ] 94.7 4.3 1.0 2.4 327 | 527 86.9 ] 84.3
Reserve-ratio plan_. ..l ceeacean 329,176 | 227,548 { 69.1 | 60.2 9.0 8.7 9.0
rizona___._ 4,718 2,943 | 62.4| 92.6 55 35.6 5.5
Arkansas____._._____..._. 19, 250 10,544 | 54.8 | 93.4 6.6 28.0 6.6
California._ 55,069 34,825 | 63.2| 74.0 26.0 20.6 | 26.0
Colorado ®._____________ 3,764 2,858 75.9 | 94.4 45| 12| ..._.| 73.6| 20.8 |__..... 4.5
District of Columbia 15, 644 10,690 | 68.3 | 96.6 3.4 .3 3.4
Georgia 10_ 8,974 6, 398 71.3 1 96.0 4.0 8.7 4.0
Hawaii__ 6, 594 3,353 ] 50.81 99.0 1.0 1.5 1.0
Idaho.- . 8,460 4,399 | 52.0 | 919 8.1 42.2 8.1
Indiana ® 11, 542 8,946 | 77.5| 94.0 6.0 6.0
Towa ¥ el 7,731 6,026 | 77.9 | 92.4 6.1 6.1
Kansas.__ 5,422 3,919 72.3 | 95.4 4.6 4.6
Kentucky 9. 9,347 7,371 78.9 79.4 20.6 .. 30.7 [_____..] 48.6 |_...-__ 20.6
Louisiana_ 12,088 7,775 | 64.3| 06.6 3.4 3.4
ine. ... __ 3,838 2,774 1 72.31 93.8 6.4 6.4
...... 13,637 ,380 | 68.8 | 94.0 3.3 3.3
...... 4,489 3,507 | 80.1 97. 4 2.6 2.6
3,283 1,527 46.5 88.3 ) 11.7 1.7
New Hampshire____._.__ 3,880 3,023 | 77.9 ] 90.6 9.4 315 9.4
New Jersey_.ocoooo.._.. 19,211 15,693 | 81.7 | 84.2( 12.3 58.2 12.3
New Mexico-_. 5,295 | 51.91 91.3 7.2 56.4 7.2
7,467 83.1 84.6 15. 4 21.0 15. 4
1,069 | 69.9 | 94.5 5.5 35.7 5.5
37,985 | 72.7 | 99.0 .4 50.9 .4
7,526 | 70.0 | 90.2 9.8 18.0 9.8
3,166 | 75.0 | 96.6 2.4 66.8 2.4
5,748 76.2 t 89.0 4.5 6.6 |.-ooo__Jo__.__ 4.5
3,308 68.7| 96.7 3.3 65.7 3.3
11,944 | 75.5 | 92.4 6.6 1.0} 88.7)....._. 6.6
174,433 | 57.7 | 98.7 .8 45.3 | 52.3 1.1 .8
4,783 | 73.2| 99.9 .1 96.7 2.9 .3 .1
3,687 | 78.7 | 100.0 0 99, 6 .3 .1 0
30,839 | 73.1 97.1 0 83.9 | 10.8 2.3 0
28,777 | 37.6 | 98.7 1.3 91.3 6.2 1.3 1.3
Oklahoma 10__ 4,666 | 7.8 | 99.6 .4 95. 4 3.8 .4 .4
Pennsylvania. 136, 265 80,586 { 59.1| 98.9 b U I (R NI ORI 97.9 .9 1.1
Texas____ 20, 664 14,374 | 69.9 | 99.4 .6 98.1 1.1 .1 .6
Virginia.__ 9,087 6,721 74.0 | 100.0 (1 2 PR I RON 100.0 0 0
Benefit-ratioplan_____ .. 85, 380 52,377 | 61.3 91.2 3.5 37.3 3.6 3.4 5.1 3
Florida 10___ 8, 529 5,153 | 60.4 | 98.4 1.6 22.6 L1 b 20 [N I,
Maryland 30, 844 10,633 | 34.5| 97.2| 2.8 106 2.0) 2.8 | _____
Michigan ¢__ 18, 506 15,239 | 82.3 89.6 9.2 89.1 .5 9.2 .3 .9
Minnesota 9. 23, 401 18,764 | 80.2 ) 86.1 |.__.____ 6.0 8.1 0 13.9 ...
Wyoming 4,100 2,588 1 63.1| 99.6 [_.__.. 99.3 .3 0 A
Combined reserve-ratio and benefit-ratioplan_._..__.______ 3,421 2,679 | 78.3 | 89.6 41.7 O 104 |-
South Dakota ? | 1,800 1,441 | 80.1] 87.9 6| 0 121 |ooooofoo D
CVermont. ool 1,621 1,238 | 76.4| 91.5 89.5 2.0 8.5 fee o fa
Compensable-separations plan:
Conneeticut . .o iiaeo 13,846 10,961 [ 79.2 | 96.1 b 75¢ N DR PR I, 75.2 | 20.9 25 I (R
Pay-roll-variations plan:
New York .o e amas 130, 855 97,796 | 74.7 1 99.9 ) I PUUORIOIN DRI I, 86.6 | 13.3 [S0  DRR J

1 Assigned for rate years beginning in 1946, as of computation date for 1946 rates.
Excludes effect of war-risk contributions
See footnote 10.

2 Classified by type of plan in effect as of computation date for 1946 rates.

3 Allrated and unrated accounts; excludes accounts newly subject after compu-

Stated as percent of taxable pay roll.
in 4 States with such provisions in effect.

tation date for 1946 rates.

4+ Standard rate is 2.7 percent in all States except Michigan, where it is 3.0 per-

cent.

8 Includes accounts assign
8 Includes accounts assign

See footnote 4.
8 Less than 0.05 percent.

ed 2.8-percent rate in Michigan. See footnote 4.
ed 3.0-percent rate in Michigan. See footnote 4.

7 Excludes accounts assigned 2.8-percent and 3.0-percent rate in Michigan.

¢ Excludes voluntary contributions.

10 Data exclude effect of war-risk contributions in effect in State.
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tax rates under experience-rating pro-
visions) to 1.4 percent in 1946, and in
experience-rating States the rate
dropped from 2.17 percent to 1.3 per-
cent (table 1). The major causes of
this sharp and unbroken decline in
the average tax rate were the increas-
ingly favorable economic conditions
in this period, during which pay rolls
increased almost every year and bene-
fit payments dropped to very low
levels; the spread of experience rating
from 17 States in 1941 to 45 in 1946;
and the continuous liberalization of
the provisions for rate reductions.

Rate Modification and State

During 1941-46 there was a steady
shift among the States from the
higher to lower average rate classes.
In 1941, none of the States had aver-
age tax rates of less than 1.0 percent;
in 1946, however, there were 12 such
States. In the earlier year, 3 States
had average tax rates of 2.5 percent
or more, but in 1946, no State had such
high average rates.

Number of experience-rating
Average employ- States
er contribution
rate ! (percent)
1041|1942 1943 | 1944 | 1945 | 1946
17 34| 40| 42| 45 45
0 1 1 4 8 12
2 1 7 8 13 14
4 18| 15| 15| 16 13
8 12 14 14 10 6
3 2 3 1 0 0

1 Excludes effect of war-risk provisions on rates for
years 1943-46; 1946 rates also exclude effect of volun-
tary contributions made in that year.

The shift toward lower rates was
particularly marked between 1945 and
1946. Twice as many States in 1946
as in 1945 had average tax rates of
less than 1.00 percent. The number
of States with average tax rates of
2.00-2.49 percent dropped from 10 to
6 in this period, and the number whose
tax rates averaged 1.50-1.99 percent
also declined, from 16 to 13.

The 1946 average employer tax rate
fell below the 1945 average despite
the sharp increase in benefit pay-

~ments and the decline in pay rolls
that followed the end of the war in
1945. In some States the large
amounts of benefit payments made
during October-December 1945 were
not included in the computation of
rates assigned to employers for 1946.

Table 5.—Active and rated accounts by industry and employer contribution rates assigned
under experience-rating provisions, 45 States, rate years beginning in 1946

Trans-
porta- Fi-
Con- Manu- tion, | Whole- | nance,
tract fac- |commu-| sale | insur- |Service | Miscel-
Employer contributionratet| Total | Mining] con- tur- |mication,| and ance, | indus- | lane-
struc- in and retail and tries ous 2
tion € | other | trade | real
public estate
utilities
Number of accounts
Active aceounts.___________ 865,118 | 14,730 | 58,963 |118, 589 | 30,393 |314,128 | 54,223 |137, 364 5,873
Rated accounts3___________._. 565,794 | 9,101 | 31,606 | 85,446 | 19, 556 |200,902 | 38,464 | 80,036 2, 887
Rated as percent of active 3. _ 65.4 61.8 53.6 72.1 64.3 64.0 70.9 58.3 49.2
Number withreduced rates$4.| 535,851 | 8,076 | 26,746 | 78,747 | 18,606 {191,261 | 37,314 | 75,246 2,151
Percent of rcied accounts
with reduced rates 84 __._. 94.7 88.7 84.6 92.2 95.1 95.2 97.0 94.0 74.5
13,844 178 895 | 2,858 486 | 6,179 | 1,325 | 1,877 46
184,772 | 3,327 | 9,040 ) 33,791 | 8,119 | 81,893 | 18,572 | 29, 292 738
213,590 | 4,127 | 14,117 | 36,503 | 8,793 } 93,081 | 16,584 | 39,227 1,158
25, 931 444 | 2,693 | 5,593 | 1,208 | 10,104 833 | 4,847 209
22,945 728 | 3,022 5,118 810 [ 7,9 885 | 3,819 641
6,729 286 | 1,800 | 1,541 138 | 1,674 260 942 88
187 1 3 44 2 4 5 32 7
Percentage distribution of rated accounts by industry division
100.0 1.3 6.5 20.6 3.5 44.6 9.6 13.6 0.3
100.0 1.8 4.9 18.3 4.4 44.3 10.1 15.9 4
100.0 1.9 6.6 17.1 4.1 43.6 7.8 18.4 5
100.0 1.7 10.4 21.6 4.7 39.0 3.2 18.7 8
100.0 3.2 13.2 22.3 3.5 34.5 3.9 16.6 2.8
100.0 4.3 26.7 22.9 2.1 24.9 ‘3.9 14.0 1.3
100.0 .59 20.9 23.5 1.1 25.1 2.7 17.1 3.7
Percentage distribution of rated accounts by rate
100.0 | 100.0 } 100.0 | 100.0 | 100.0 } 100.0 | 100.0 | 100.0 100.0
3.0 2.0 2.8 3.3 2.5 3.1 3.4 2.3 1.6
39.56 38.6 28.6 39.5 41.5 40.8 48.3 36.6 25.6
45.6 45.3 4.7 42.7 45.0 46.3 43.1 49.0 40.1
5.5 4.9 8.5 6.5 6.2 5.0 2.2 6.1 7.2
4.9 8.0 9.6 8.0 4.1 3.9 2.3 4.8 22.2
1.4 3.1 5.7 1.8 .7 .8 .7 1.2 3.0
(U] .1 .1 00 Q] ® 0] .2

1 Percent of taxable pay roll. Excludes effect of
war-risk contributions.

2 Agriculture, forestry, and fishing and establish-
ments not elsewhere classified.

3 Accounts for New York included only in total;
distribution by industry not available.

In States that included these high
benefit expenditures, other factors in
the experience-rating formulas out-
weighed the rise in benefit outlays.
For example, in some States with ex-
perience-rating plans of the reserve-
ratio type, declines in employer re-
serve accounts were more than
matched by drops in average pay roll;
as a result, employer reserve ratios
rose and their tax rates fell. In three
States—Louisiana, Nevada, and New
York—reduced rates were in effect for
only the latter part of 1945, whereas
in 1946 they were in effect throughout
the year. In addition, revised rate
schedules providing for lower tax rates
went into effect in five States in 1946.

4 Includes Michigan accounts assigned 2.8-percent
rate. See footnote 6.

s Excludes accounts for New York; distribution by
industry not available.

¢ Standard rate for all States except Michigan,
where it is 3.0 percent.

7 Less than 0.05 percent.

Largest rate reduction under bene-
fit-wage-ratio plans—Employers in
the eight States using the benefit-
wage-ratio system were treated more
favorably on the average than em-
ployers in States that reduced rates
under other types of experience-rat-
ing systems (tables 3 and 4). Al-
though less than 60 percent of the
employer accounts in the benefit-
wage-ratio States were rated, contri-
butions payable by all employers in
these States were only 1.0 percent of
taxable pay rolls. The proportion
rated would have been larger but for
the relatively recent extension of cov-
erage to small firms in Massachu-
setts. In January 1943 the Massa-~



Bulletin, October 1947

7

chusetts law was amended to extend
coverage to employers of less than
four employees. As a resulf, many
firms became subject to contribu-
tions at the standard rate in 1943 and
under the State law will not be eligible
for rate modification until 1947. Only
about & third of the active accounts
in Massachusetts, therefore, were eli-
gible for rate modification in 1946.

Almost all the rated accounts in the
benefit-wage-ratio States were as-
signed rates below the standard. In
Illinois and Virginia all rated ac-
counts were taxed at below-standard
rates; the remaining six States as-
signed tax rates below the standard
to 97.1 percent or more of the ac-
counts. Among the rated accounts in
all eight States, 45.3 percent were
assigned tax rates that ranged from
0.1 to 0.9 percent, while 52.3 per-
cent had rates between 1.0 and 1.8
percent (table 4).

Consequently, employers in these
States were taxed, on the average, at
1.0 percent of taxable pay rolls—a
lower rate than under any other type
of experience-rating plan. Only
Pennsylvania and Virginia had aver-
age contribution rates of more than
1.0 percent—1.4 and 1.1 percent, re-
spectively. In the other benefit-
wage-ratio States the average ranged
from 0.6 to 0.9 percent (table 3).

Because of these sharp decreases in
rates, revenue was reduced almost
two-thirds below the amount of con-
tributions collectible at the standard
rate. This reduction in revenue
amounted to more than 70 percent in
five of the benefit-wage-ratio States
(table 3).

Rates under reserve-ratio plans.—
In the 28 reserve-ratio States, almost
70 percent of all active accounts were
rated. Below-standard rates were
assigned to 9 out of 10 of the rated
accounts in these States. In 9 States,
95 percent or more of the rated ac-
counts were assigned reduced rates.
Only 2 States—California and Ken-
tucky—assigned reduced rates to less
than 80 percent of the rated accounts.
Penalty rates—that is, rates above 2.7
percent—were levied against employ-
ers in 10 of the reserve-ratio States,
but the proportion of rated accounts
with such rates ranged from only 0.6
percent in Ohio to 6.6 percent in Ten-
nessee.

Almost 6 percent of the employers
in the reserve-ratio States paid no
State unemployment insurance taxes
because of reductions under the State
experience-rating provisions. These
“tax-free” employers were concen-
trated in Hawaii, Kentucky, Missouri,
and Wisconsin, where the minimum
rate was zero. Two-thirds of the rat-
ed accounts in Hawaii and nearly
three-fifths in Wisconsin paid no con-
tributions to the State unemployment
insurance reserves.

The average employer contribution
rate for 1946 in the reserve-ratio
States was 1.5 percent, with the result
that revenue was reduced 46 percent
below what would have been collect-
ed at the standard rate. The average
rate ranged from 0.3 percent in the
District of Columbia and 0.4 percent
in Wisconsin—the lowest averages in
any of the 51 States—to 2.0 percent
in California, Idaho, Maine, and Ten-
nessee and 2.1 percent in Nevada.
The revenue reduction ranged cor-
respondingly from a maximum of 87
and 86 percent in the District of Co-
lumbia and Wisconsin, respectively,
to 21 percent in Nevada, 24 percent in
Idaho, and 25 percent in Maine and
Tennessee.

Pay-roll-variations plan.—The year
1946 marked the first full year of op-
eration of the New York pay-roll-

variations plan, which achieves rate
reductions by granting employers
tax-credit offsets against contribu- .
tions due at the 2.7-percent rate
whenever there is a surplus in the re-
serve fund. The average contribu-
tion rate for 1946 was estimated to be
1.5 percent of taxable pay rolls, a rate
which resulted in a reduction of 44
percent from the revenue that would
have been collected at the standard
rate. In 1945, by contrast, the cor-
responding average tax rate was 1.99
percent and the revenue reduction
was 26 percent.

The substantial decline in New
York’s average rate can be attributed
to several factors. During 1945, tax
credits were available against contri-
butions on wages for only the last 6
months of the year, whereas in 1946
they were available against contribu-
tions on wages for the entire year.
In addition, the surplus available for
distribution increased from $76.5 mil-
lion for the 1945 rate year to $84.6
million for the rate year beginning
July 1, 1946.

The New York system underwent
significant changes on July 1, 1947,
when recently passed amendments
became effective. Under these
amendments, the employer’s benefit-
wage ratio replaces declines in his an-
nual pay roll as one of the factors in

Table 6.~Average employer contribution rate, by industry division, 15 States, rate
years beginning in 1946

Industry division
Trans-
ria-
Total, Con- r;‘fi}on Finance,
3 t i
State datfstnme-s tract | Manu- |commu- sglv gg;ea insur- | Service
Mining { con- factur- |nication, retail ance, indus-
struce- ing and trade andreal | tries
tion other estate

public

utilities
Total, 15 States_..._....__. L70 1.75 1.97 1.57 1.67 1.67 1.51 1.80
Alasbama 111 1.36 1.53 1.07 1.05 1.08 .87 1.10
2,11 2.01 2.18 2.15 2.02 2.12 1.71 2.12
1.91 1.98 2.17 2.03 1.82 1.84 1.69 1.84
1.74 1.79 2.07 1.80 1.95 1.65 1.40 1.82
1.24 171 1.90 1.17 1.12 1.18 .94 1.19
1.05 1.70 1.62 .96 1.10 .04 . 58 1.09
1.70 2.09 1.84 1.67 1.90 1.64 1.18 1.81
2.12 1.86 2.22 1.62 2.08 2.10 2.09 2.35
1.91 1.18 1.63 140 1.83 1.86 2.01 2.22
1.35 1.85 2.1¢ 1.58 1.34 1.34 1.10 115
1.68 1.27 2.08 1.83 1.58 1.48 1.33 1.61
1.51 1.85 1.97 1.42 1.55 1.46 L1 1.55
172 1.89 1.87 1.62 1.78 1.71 1.59 1.73
1.86 2.12 2.46 1.96 1.86 1.75 1.37 1.85
1.18 1.09 1.30 1.09 1.09 1.24 .96 1.24

1 Computed by Weighﬁng the different rates by number of accounts assigned these rates and differs from the
average rates in tables 1, 2, and 3, which were computed by using amount of taxable wages at each rate as

weights.,
and represent the rate of the average employer.

The average rates used in this table assign equal importance to all employers, regardless of size,
The rates in tables 1, 2, and 3 represent over-all revenue rates.
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measuring his experience with un-
employment. In addition, the sur-
plus for distribution is to be defined
as the amount in the reserve fund in
excess of 9.45 percent of taxable
wages for the preceding year (the le-
gal reserve) rather than 10.8 percent
as under the old law; the surplus to be
distributed, however, still cannot ex~
ceed 60 percent of contributions at the
2.7-percent rate on the prior year’s
taxable pay rolls.

Substitution of the benefit-wage
ratio for the annual pay-roll decline
factor probably will reduce the
amount of tax credit granted to sea-
sonal employers and increase the
amount going to nonseasonal employ-

ers. Under the old law, only one of
the three factors—declines in quar-
terly pay rolls—reflected seasonal
unemployment. Annual pay rolls
and age of firm—the other two meas-
ures of an employer’s experience—
are not affected by seasonal fluctua-
tions. Under the amended law, on the
other hand, two factors—declines in

‘quarterly pay rolls and the benefit-

wage ratio—will reflect unemploy-
ment, and only one factor—age of
firm—will not be affected by seasonal
variations.

Rate Modification and Industry

Despite the general lowering of tax
rates in 1946, considerable variation

Table 7.—Average employer contribution rates! for rated exj)erienée-rating accounts by
average annual taxable pay roll, 32 States® rate years beginning in 1946

Average employer contribution rate (percent)
Accounts with pay rolls of—
State All
rated

ol | 5 | $5,000- (810, 0001820, 000-1850, 000~1 $100, 000~ {31, 000, 000
$5, 000 9,999 | 19,999 | 49,999 | 99,999 | 999,099 | or more

A
Total, 32 States ... .oocoa . 1.03 0.98 1.06 1.02 1.01 1.02 1.04 1.05

States with maximum rate above

2.7pereent ... .04 .94 .98 .84 .94 .93 .92 .9
Colorado. .. 1.20 1.22 1.09 1.12 1.19 1.24 1.39 1.31
.50 .50 50 .50 .50 .61 .50 .50
.70 1.06 79 67 .65 .62 .60 .54
31.27 1.19 1.21 1.23 1.29 1.25 1.19 .94
1.23 1.26 1.29 1.21 1.21 1.22 1.22 1.32
41.02 .82 1.00 1.09 1.29 1.59 1.64 1.74
.98 1.73 95 91 .89 .88 .92 .90
1.06 1.03 1.07 1.07 1.05 1.04 1.07 1.10
81,17 1.22 1.12 1.13 1.16 1.21 1.22 1.03
Wisconsin._.______________. 8. 55 .53 66 .64 .56 .37 .25 .09
Wyoming. _oooooooocme oo 1.02 1.02 1.01 1.01 1.01 1.00 1.00 1.00
1.01 1.11 1.09 1.07 1.11 1.15 1.20
.54 .52 .52 .51 .51 .54 .61
1.39 1.45 1.31 1.41 1.36 1.34 1.46
1.76 1.71 1.65 1.67 1.71 1.76 1.77
1.59 1.61 1.66 1.75 1.85 1.92 2.09
.26 .18 .16 .13 .13 .15 .10
1.24 1.32 1.33 1.37 1.43 1.45 1.45
.35 .45 .38 .38 .38 .24 .14
1.73 1.76 1.90 1.92 1.94 2.04 2.12
.58 .53 .54 .53 .59 .65 .77
1.24 1.22 1.20 1.26 1.35 1.31 1.35
1.09 1.11 1.10 1.10 1.11 1.08 1.01
.66 .59 .55 56 .57 .61 .58
.69 .74 71 77 68 .78 .85
1.48 1.51 1.41 1.42 1.47 1.42 1.00
1.14 1.23 1.23 1.21 1.26 1.43 1.27
1.61 1.65 1.52 1.39% 1.44 1.53 1.59
1.27 1.47 1.50 1.53 1.53 1. 56 1.54
.49 .58 .64 72 78 .75 .38
.54 .52 .51 .51 51 .51 .52
1.64 1.68 1.59 1.58 1.62 1.60 1.68
.79 .82 .89 .96 1.05 1.15 1.13

1 Computed by weighting the different rates by
number of accounts assigned these rates and differs
from the average rates shown in tables 1, 2, and 3,
which were computed by using amount of taxable
wages at each rate as weights. The average rates used
in this table assign equal importance to all employers,
regardless of size, and represent the rate of the aver-
age employer. ‘The rates shown in tables 1, 2, and 3
represent over-all revenue rates.

2 Data available for only 32 States, since reporting
of average annual pay roll of experience-rating ac-
counts was on a voluntary basis.

3 Includes 87 rated accounts assigned rates above

standard rate not classified by average annual pay roll.

¢ Includes 13 rated accounts assigned varying rates
not classified by average annual pay roll.

¢ Includes 14 rated accounts assigned rates above
standard rate not classified by average annual payroll.

¢ Includes 428 rated accounts assigned varying
rates not classified by average annual pay roll.

" Includes 2,445 rated sccounts assigned varying
rates not classified by average annual pay roll.

8 Includes 14 rated accounts assigned varying rates
not classified by average annual pay roll.

¢ Includes 484 rated accounts assigned varying
rates not classified by average annual pay roll.

remained in the assignment of rates
to firms in different industries. Al-
though a large proportion of the firms
in each industry division received re-
duced tax rates for 1946, less than
half the construction firms (as well
as those classified in the miscellane-
ous division) were assigned rates be-
low 2.7 percent (table 5). Only
slightly more than half the construc-
tion firms were eligible for rate modi-
fication, whereas, at the other ex-
treme, more than 70 percent of the
firms in finance, insurance, and real
estate and in manufacturing were
eligible. So few construction firms
were eligible for rate modification
because of the relatively large volume
of turn-over among firms in the in-
dustry. Of the firms eligible for mod-
ified rates, almost all—97.0 percent—
of the employers in finance, insurance,
and real estate had reduced rates, as
compared with 84.6 percent of the
construction firms.

Over half the rated employers in
the finance, insurance, and real es-
tate industry were assigned tax rates
below 1.0 percent; less than a third
of the construction firms and less than
two-fifths of the mining and service
firms were assigned such low rates.
Nearly 6 percent of the rated con-
struction firms had rates above 2.7
percent, as compared with less than
1 percent of those in the public utility,
trade, and finance, insurance, and
real estate industry divisions."

The average construction firm was
likely to be assigned a higher tax rate
than the average firm in any other
industry division. In 11 of the 15
States for which tax rates by indus-
try were computed, the average rate®
for construction firms exceeded the
average for firms in all other divi-
sions (table 6). In Kentucky and
Pennsylvania the average mining firm
and in Maryland and Massachusetts
the average service firm were assessed
the highest rates. The high average

s Computed by weighting the different
rates by number of accounts assigned
specific rates; differs from the average
rate discussed earlier in this article, which
was computed by using amount of tax-
able wages at each rate as weights. The
average rates used In this section assign
equal importance to all employers, regard-
less of size, and represent the rate of the
average employer. The rates discussed
earlier represent over-all revenue rates.
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rates for service firms in Maryland
and Massachusetts (and also in Cali-
fornia) resulted from the assignment
of the standard 2.7-percent rate to
many firms in this industry that were
not subject to the State law until the
relatively recent extension of coverage
to firms with less than four employees
in those States. Such firms were not
eligible for rate modification in 1946.
The average finance, insurance, and
real estate firm, on the other hand,
was assigned the lowest rate in 12 of
the 15 States. In Maryland the aver-
age manufacturing firm, and in Mas-
sachusetts and New Jersey the average
mining firm, received the lowest rate.

It is clear that both the geographic
location—essentially because of dif-
ferences in State experience-rating
provisions—and the industry of a firm
have an important influence on its
tax rate. The average construction

firm in Tennessee, for example, could
expect a 1946 tax rate (2.46 percent)
more than four times as great as the
average finance, insurance, and real
estate firm in Indiana (0.59 percent).
Of the two factors, location and in-
dustry, the former appears to affect
the average employer’s tax rate to a
larger degree. For the 15 States
combined, the highest average indus-
try division rate (construction) was
only 1.3 times the lowest (finance,
insurance, and real estate). For all
industries combined, on the other
hand, the highest average State rate
(Maryland) was more than twice the
lowest (Indiana).

Rate Modification and Size of Firm

As in previous years, a firm’s size
appeared to have little to do with the
tax rate assigned to it, provided the
firm had been in business long enough

to be eligible for rate modification.®
Data on rate modification by size of
firm were reported by 32 States (table
7). For all 32 States combined, the
average tax rates for rated firms of
different size fell within a relatively
narrow range. The tax rate ranged

8No data are available on the size of
the unrated firms—those assigned a 2.7~
percent tax rate in 1946 because they had
Insufficient experience to be eligible for
rate modification. Past experience indi-
cates, however, that the smaller firms
generally fall in this category much more
frequently than larger firms. Turn-over
normally is much greater among the
smaller firms; firms tend to expand as
they grow older and become well estab-
lished; and, particularly since the end
of the war, a great number of new, small
firms have been started. Consequently,
table 6 undoubtedly would show a
greater tendency for small firms to be as-
signed the higher rates if data for unrated

firms could be included.

Table 8.—Percent of rated experience-rating accounts with employer contribution rates below and above 2.7 percent, by average annual
taxable pay roll, 32 States,? rate years beginning in 1946

Accounts with pay rolls of—
Allrated
accounts
State Less ston $5,000-9,999 | $10,000-19,999 | $20,00049,009 | $50,000-99,999 | $100,000-999,909 | $1.000:000 or
A
Below | Above | Below | Above | Below | Above | Below | Above | Below | Above | Below | Above | Below | Above | Below [Above
Total, 32 States.....__. 92.8 1.4 91.5 3.1 92.8 1.3 94.1 1.0 94.6 0.9 94.4 0.8 94.4 0.5 94.8 0.2
States with maximum rate
above 2.7 percent______ 94.6 3.1 91.6 6.9 94.7 3.1 9 95.7 1.7 96.4 1.1
Colorado. _..__.__ - 94. 4 1.2 90.3 4.4 96.1 6 8 93.6 [__.... 91.5 1.2
Delaware___ _--{ 100.0 ® 100.0 ) 160.0 (......_{ 100.0§________| 1000} _______ 100.0 | ___.._. 100.0 |-
INinois......__. - 97.1 2.9 87.6 12. 4 95.4 4.6 7 99.0 1.0 99.0 1.0
Towa______.____ - 92,4 41.4 92.8 oo __. 93.4 ... | 946 |.._____| 932 __.____ 92.7 {..__._ 5.0 {oeeo._-
Michigan___ - 89.6 1.2 89.8 3.9 87.5 2.2 .8 89.7 .7 89.1 2
Minnesota._ | $86.1} 513.9 88.2 11.8 84.5 15.5 16.8 81.4 18.6 89.1 10.9
Missouri._ _ - 94.0 2.6 62.5 29.0 94.9 | ... 97.3}._..... ] 9T ....___ 96.3 [ 98.3 |-
fo____.____ - 99.0 .6 97.7 1.4 99.1 5 .4 99.6 .3 99.3 .4
South Carolina_ - 96.6 1.0 92.1 1.6 98.2 .2 .6 95.6 |.coooo_. 96.6 1.6
Wisconsin____ Z] 792.4 71.0 89.8 2.2 88.9 L0 .7 97.2 .4 98.4 .2
Wyoming_. _..........._ 99.6 .4 99. 4 .6 99.8 .2 100.0 |- 100.0§......._ 100.0 §.___.._ 100.0 |....._..
States with 2.7-percent
maximumrate.____....| 91.3 91.5 93.2 | 93.8 |.o.._.__ 93.3 |.coooas 92.6 |_._.__._
Alabama_____ - 99.9 99.5 99.9 | 1000 (._.o.. 100.0 |- 100.0 |. -
Arkansas. 63.4 92.3 96.8 95.3 |, 96.1 |- 92.8 |. .
California . 874.0 67.4 81.5 82.9 | . 82.7 |- 81.1 |_ -
96. 1 93.6 98.0 97.1 {....._ 95.2 |- 94.9 | -
96. 6 94.5 98.5 99.8 |_.....__ 99.5 |- 99.5 |- -
96.0 95.0 98.2 96.3 [.o..._ 92.7 |- 94.4 . -
99.0 98.6 99.3 99.4 | .__ 100.0 |- 100.0 §. -
$91.9 96.7 83.8 - 80.9 |.....___ 75.7 |- 68.4 |- -
94.0 88.9 94,7 - 95.8 §_coeeon 94.0 |- 92.2 |. -
95. 4 91.7 6.3 - 95.6 §...___._ 95,6 |- 97.2 |. -
96. 6 94.8 96.9 - 98.0 14 _.._... 96.9 |. 08.3 |. -
98.7 96.6 99.6 - 99.3 f._..____ 99.0 |. 98.6 |- -
97.4 96. 8 97.8 - 97.8 {....___. 99.4 |- 97.1 {. -
88.3 84.4 92,8 - 9141 ______. 95.4 |- 97.2 | .
90. 6 88.4 ‘92.1 - 93.4 §.___.__. 91.3 |- 87.0 }. -
84.6 64.5 85.1 - 92.1 {......_. N.7 |- 90.7 |. -
Oregon....._. 90. 2 87.3 91.3 N ) U A SO, 91.1 |- 91.2 |- R
South Dakota 87.9 80.1 88.1 o 849 ... 84.7 |- 86.3 |- R
1099, 4 99.3 100.0 | 100.0|.____.__ 100.0 |- 100.0 |. -
91.5 88.0 92.3 - 93.4 18 ... 9.9 |- 96.1 ). -
96.7 95.2 97.8 ... 97.6 | ool 97.3 |oaceeaon 93.9 j_...._..

1 Standard rate in all States except Michigan, where it is 3.0 percent.

1 Data available for only 32 States, since reporting of average annual pay roll of
experience-rating accounts was on a voluntary basis.

3 Less than 0.05 percent.

¢ Sece footnote 3, table 7.

8 Bee footnote 4, table 7.
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¢ See footnote 5, table 7.
7 See footnote 6, table 7.
& See footnote 7, table 7.
¢ See footnote 8, table 7.
10 See footnote 9, table 7.
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Table 9.—Effect of war-risk provisions on employer contribution rates and revenue, 1943,
1944, and 1945

A Reduction din
verage em- | revenue under i
ployer contri- | “‘normal” Adgggﬁ’“&,‘;{i‘i’f‘?“e Net reduction
ution rate experience- b in revenue
(percent) rating contributions 2
provisions
Y Sonor
ear cent o
Ex- In- s
clud- | clud- gon.trx-
ing ing utions
war- war. | Amount | 5. | Amount | under | Amount Per-
risk risk | (n thou- cent (in thou- [“normal”| (in thou- cent
contri- | contri sands) sands) experi- sands)
bu- bu- ent(;e-
i ) rating
tions tions provi-
sions
All States: .
1943 ... 2.04 2.09 | $401,212 25 | $32,549 3 | $368, 663 23
1.80 1.93 | 561,004 34 75, 567 7 | 485,437 30
1. 59 1.71 | 654,193 41 67, 844 7] 586,349 37
1.77 1.85 | 401,212 35 32, 549 4| 368,663 32
1. 59 1.74 | 561,004 42 75, 567 10 | 485,437 37
1.55 1.67 | 654,193 43 67,844 8| 586,349 39
1.58 1.88 1 124,284 41 32, 549 18 91,735 31
1.43 1.90 | 199,268 46 75, 567 33 | 123,701 29
1.28 1.69 | 237,172 53 67,844 32| 169,328 37

1 Average employer contribution rate represents
actual ratio (percent) of employer contributions
(adjusted to exclude estimated additional contribu-
tions from war-risk provisions) to taxable wages.

from 0.98 percent for the average em-
ployer with a taxable pay roll below
$5,000 to 1.06 percent for the average
employer with a taxable pay roll be-
tween $5,000 and $10,000. In a few
States the average tax rate increased
as size of firm increased; in others
the reverse was true. In most of the
32 States, however, the relationship
between the average rate and size of
firm was erratic.

In a number of States the smallest
firms were taxed at an average rate
several times that of the largest firms.
In Illinois and Missouri, for example,
the average firm with a taxable pay
roll under $5,000 was assigned a tax
rate almost twice that assigned the
average firm with a pay roll of $1
million or more; the average rates
for the smallest firms in the District
of Columbia and Hawaii were two and
a half times as great as those for the
largest firms, and in Wisconsin they
were almost six times as great. In
Minnesota, on the other hand, the
largest firms were taxed at slightly
more than double the average rate
for the smallest firms.

In States that assign rates above
the standard, the smaller rated firms
received such rates more frequently

3 Estimated -increase in revenue over amount
collectible on taxable wages in absence of war-risk
contribution provisions.

than the larger firms. Only 3.1 per-
cent of the rated firms in the 11
States for which data are available
were assigned penalty rates (table 8).
The proportion varied, however, from
6.9 percent among the firms with less
than $5,000 of taxable pay roll to 0.5
percent among firms with a pay roll of
$1 million or more. Inclusion of the
unrated firms in this case would
lessen the difference between large and
small firms, since the unrated firms—
mostly small firms—are automatically
assigned the standard rate.

Effect of War-Risk Provisions, 1 945

War-risk data for 1946 are not yet
available; during 1945, however, reve-
nue resulting from war-risk provisions
declined to only $67.8 million, or about
10 percent less than the $75.6 million
due in 1944 (table 9). This drop oc-
curred despite the fact that war-risk
provisions were in effect in 12 States
in 1945 as compared with 10 in 1944—
Georgia and Kansas adopted war-risk
provisions in January 1945—and about
the same proportion of firms (10.7
percent) were subject to the special
tax in 1945 and 1944 (table 10). Ad-
ditional revenue from this source in
1945 increased the average contribu-

tion rate from 1.59 percent to 1.71
percent for the entire Nation and
from 1.28 percent to 1.69 percent in
the 12 war-risk States. As a result,
contributions for all States and for
the war-risk States were only 37 per-
cent below the amount collectible at
the standard tax rate; in the absence
of the war-risk provisions, normal ex-
perience-rating provisions would have
caused a reduction in revenue of 41
percent nationally and 53 percent for
the States with war-risk taxes.

War-risk revenue declined in 1945
because the end of the war and the
beginning of reconversion in that year
brought declines in production and
employment. War-born firms were
either dissolved or greatly reduced in
size; the pay rolls of these firms and
of the older firms that were convert-
ing to peacetime production fell
sharply. As a result, many of the
firms which had been subject to the
war-risk taxes were no longer -active
or their pay rolls had been so reduced
that they were no longer liable for
the special taxes. The additional
revenue due from the firms that were
still active declined, since the pay-
roll base to which the special taxes
were applied had dropped sharply.
In addition to these economic factors,
war-risk provisions had been termi-
nated in Maryland on October 1, 1945,
and in Missouri on June 30, 1945, and
no war-risk contributions were col-
lected in Minnesota after September
30, 1945, as a result of a State agency
regulation that was later confirmed
by legislative amendment in 1947.

Though data for 1946 are not yet
available, there is no doubt that the
additional war-risk revenue in that
year was far less than in 1945, By
the beginning of 1946, war-risk pro-
visions had been repealed in 7 of the
12 States; in another State (Ala-
bama) they were repealed as of
March 31, 1946. In Wisconsin the
amendments that provided for war-
risk taxes were repealed, but the 0.5-
percent special postwar reserve tax
was continued as a regular feature of
the law and will be assigned to em-
ployers with specified percentage in-
creases in pay roll. Furthermore, in
the States with war-risk provisions,
fewer firms in 1946 than in 1945 had
the percentage increases in pay rolls
specified in these provisions.
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War-risk revenue increased 1945
contributions in Wisconsin propor-
tionately more than in any of the
other war-risk States. The State’s
additional revenue amounted to about
$13 million, or almost 90 percent of
the contributions due under the “nor-
mal” experience-rating provisions
(rate-modification provisions exclu-
sive of war-risk provisions). As a
result, the average tax rate was in-
creased from 1.08 percent to 2.04 per-
cent. Furthermore, “normal” con-
tributions amounted to only 40
percent of the contributions hypothet-
ically collectible at the standard rate;
because of the special taxes, however,
the total amount of revenue due was
increased to 76 percent of these hypo-
thetical contributions. In Oklahoma,
war-risk revenue of $2.3 million in-
creased the average tax rate from
0.79 percent to 1.28 percent and in-
creased revenue from about one-
fourth to almost one-half the amount
collectible at the standard rate.

The effect of war-risk provisions
was almost negligible in Georgia.
The Georgia provisions became effec-
tive January 1, 1945, and yielded ad-
ditional revente of only $55,000. Be-
cause of this small increase in con-

Table 10.—~Number and percent of employer accounts assessed war-risk taxes and

tributions, the average tax rate re-
mained at 1.83 percent, and total
revenue remained equal to 68 percent
of contributions collectible at the
standard rate.

New Experience-Rating Plans

In 1947, Alaska, Montana, Rhode
Island, Utah, and Washington put
experience-rating plans into operation
for the first time. Only Mississippi
now has no such provision in its un-
employment insurance law. The
plans adopted in all five States base
rate reductions, at least in part, on
pay-roll variations. In Alaska and
Washington, rate reductions depend
entirely on changes in annual tax-
able pay roll; in Utah, annual pay-
roll variations are combined with
quarterly variations and age of firm
to determine the tax rate; in Mon-
tana, annual pay-roll variations are
combined with age of firm and the
amount of benefits charged against
an employer’s account; in Rhode Is-
land, quarterly variations in total pay
roll are the sole measure on which
the employer’s tax rates are based.

Alaska and Washington are there-
fore the only States in which seasonal
unemployment will not adversely af-

rates and revenue, 12 States, 1945

fect an employer’s contribution rate.
Only Montana and New York will de-
termine an employer’s rate on the
basis of pay-roll fluctuations and the
charges against his account resulting
from benefit claims of former em-
ployees. :

The Alaska and Washington plans
follow New York in granting reduced
rates to employers through the dis-
tribution of so-called “surplus” re-
serves in the form of tax-credit off-
sets, which employers may use in lieu
of cash contributions due during a
l-year period. The Utah plan also
uses the surplus-distribution ap-
proach but not the tax-credit device;
it provides, instead, for determination
of a constant tax rate for each em-
ployer during the rate year on the-
basis of the surplus available for dis-
tribution. Neither the Montana nor
the Rhode Island plan involves any
surplus distribution, 'In Montana, in-
dividual employer rates will be as-
signed so as to yield revenue equal
approximately to 1.8 percent of tax-
able pay roll. In Rhode Island, two
schedules of reduced rates are pro-
vided; the use of one or the other will
depend on the size of the State re-
serve in relation to pay roil.

effect of war-risk provisions on employer contribution

) Average employer | Beductioninrevenue | , 4q;n0n.1 rovenue ot
War-risk accounts contributionrate gggienzg?rﬁg:}; from war-risk con- Net ;:ggncltl?n n
(percent) provisions butions 2
Al As per-
State active cent of
accounts Exclud- |7 uding cmtlitg:lgu-
ing war- gy Amount Amount Amount
Number | Percent nstg con- gﬁg‘gg_ (in thou- | Percent | (in thou- ‘.I};nrgf;l" (in thou- | Percent
tiong-l tions sands) sands) experi- sands)
ence-
rating
provisions
All State§ ...................................... 1.59 1.71 $654,193 41 7,844 7 0,
All experience-rating States. . - 2.6 1.55 1.67 654,193 43 $g7: 844 8 $gg6: g‘ig gg
All war-risk States___.___.__________. 10.7 1.28 1.69 237,172 53 67,844 32 169, 328 a7
6,170 99 1.6 1.04 1.17 11,474 61 859 12 10, 615
7,975 1,839 23.1 1.83 2.18 4,993 32 1,991 10 002 153
8, 695 40 .5 1.83 1.83 6, 318 32 55 (%) 6, 263 32
40, 236 1,577 3.9 .99 1.47 77,284 63 21, 622 48 55, 662 46
7,628 164 2.1 1.43 1.98 6, 538 47 2,702 37 3,836 28
5, .4 1.81 2.01 , 180 33 917 11 3,263 26
12, 628 1,196 9.5 51.43 2.07 812, 695 §47 56,360 545 6,335 24
24, 0601 436 1.8 1.70 2.22 , 843 37 4,649 31 4,194 18
14,378 3,863 26.9 1.52 1.93 15,756 44 5, 46 27 10,310 29
50,470 8,933 17.7 1.31 1. 50 58, 067 51 7,931 14 50,136 44
6,474 701 10.8 .79 1.28 9,179 71 2,333 61 6,846 53
14,864 82,394 16.1 1.08 72.04 21,845 60 712,979 789 78,866 624

! Average employer contribution rate represents actual ratio (percent) of em-
ployer contributions (adjusted to exclude estimated additional contributions

from war-risk provisions) to taxable wages.

? Estimated increase in revenue over amount collectible on 1945 taxable wages

in absence of war-risk contribution provisions.

8 Estimated.

¢ Excludes accounts lial
(applicable to all accoun

4 Less than 0.5 percent.

tg)le only for 0.5-percent special “postwar reserve” tax

7 Includes effect of special “postwar reserve” tax.

3 All data estimated except number and percent of accounts.



