THE EFFECTS OF RELATING WEEKLY BENEFIT
AMOUNTS TO ANNUAL EARNINGS

TroMmAs C. FICHANDLER *

What is the effect on the amounts workers receive when unemployment bencfits are com-
puted on the basis of an individual’'s annual earnings rather than his earnings in a specified

quarter of the base period?

This article summarizes the results of experience and analyses in

several States which have adopted or studied annual.carnings plans, and considers, in particular,
the effects of such a plan on the benefits paid to workers who have had low wages or irregular

employnient,

Mosr STare unemployment compensation laws
have expressed the pencral principle that tho
weekly amount of unemployment benefits should
be related to the weekly wage loss resulting from
unemployment.  On this basis, the wage loss for o
week of total unemployment is measured agpinst
the full-time weekly wrgoe or the earnings which
would have been voceived had the worker been
fully employed throughout the week, As State
gystems were established, efforts wero made to
obtain from all subject employers individual wago
reports setting forth the worker's full-time weekly
wage,  Administrative considerntions, however,
soon led to the use of an approximation of the full-
timoe weekly wage.  This result was accomplished
by selecting the ealendnr quarter of highest earn-
ings in the period used as a basis for detormining
wage credits and dividing such earnings by thir-
teen. Subsequently, many States adopted frac-
tions higher than onc-thirteenth on the principle
that many workers are not employed fully and con-
tinuously and that even the highest quarterly
earnings, therefore, do not always represent full
employment.

During the past year, it has been seriously pro-
posed in many States that the weckly benofit
amount be based on annual earnings, chiofly as a
menns of stmplifying the computation of benefits.
Under this method, the worker's weekly benefit
amount is usually ealeulated either as a flat per-
centage of his annual earnings, regardless of that
amount, or as a series of percontages that vary
inversoly with the amount of such earnings. In
either case, annual-earnings brackets and corres-
ponding  weekly benefit amounts are usually
specifiod.

*Rurenn of Employment Recurily, Research and Btatisties Divislon.
The disenssion of the annual-earnings plans incorporated in 81ate lnws {8 based
upon an analyss prepared by Mrs. Enld Franels,
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Four States—Maine, North Carolina, South
Dakotn, and West Virginin—incorporated annual-
carnings plans in their laws in 1830. Several othor
States have mado studios comparing weekly bene-
fit amounts based on proposed annual-carnings
plans and on quarterly oarnings plans by applying
both formulas to tho oarnings of a sample of claim-
ants., ‘The resulting substantial body of data
makes possible comparative analyses of the offoct
of the annual-earnings formula on the weckly bone-
fit mmounts of all claimants and of claimants in
different earnings classes.

A number of conclusions stand out in the analy-
ses of tho netual benefit-paying experionce in
States which adopted an annual-earnings plan as
woll as in tho State studics of the potential offeets
of such a change upon a sample of claimants: (1)
there is so much irregular omployment in the
groups studied that annual earnings in general are
not proportionately relnted to quartorly earnings;
(2) for n large pumber of individuals there is eon-
siderable variation botween weokly benefit amounta
dotormined from annual earnings and those do-
tormined from highest-quarter earnings; (3) the
annual-carnings plan yiolds rates which bear little
relationship to the weekly wage loss of a totally
unomployod worker; (4) tho lowering of benefit
amounts under the annual-earnings plan is groatost
in the low-earnings groups, where irrcgular em-
ployment is most provalent; (6) in genoral the
effect of the proposed annual-enrnings plans and
those now in operation is to lower woekly benefit
anounts noticeably; and (6) when the porcentages
of annual earnings are incrensed or when they are
praded to cqualize the effect for various earnings
groups, tho resulting bonefit rates for a considor-
able number of claimants with steady employ-
ment may oxceed their wookly enrnings,



State Studies of Annual-Earnings Plans

Six roproscntative State studies have been
selectod for present analysis.! The samplos on
which these studies were based are not equally
roprosentative of tho universes from which they
wore drawn, mainly because of varintions in size
and composition (table 1). The annunl-carnings
plans studied also varied somewhat from State to
State, as did the high-quarter earnings formulas
used for purposes of comparison. Nevertheless,
all tho studies lead to similar conclusions.

A high incidence of irregular employment is
roflected in soveral of the studies, The Alabama
roport indicates that annual carnings for the
samplo group of claimants averaged only 2.7
times the earnings in the highest quarter, rauging
froin one to four times the quarterly earnings, and
that the claimants wore distributed almost evenly
throughout tho range. In addition, few claimants
with identical quarterly earnings were found to
havo the samoe amount of annual earnings.  In the
Illinois study 55.7 percent, and in the Massa-
chusotts study 47.4 percent, of the sample claim-
ants had earnings in covered employment in less
than 4 quartors. If to these groups are added
the indeterminate number of claimants who,
although they had ecarnings in all 4 quarters, were
not employed full time in cach quarter, it is evi-

! 'These studies were mnado by the resenrch atafls §n State ngencles of Ala-
batma, Illinols, Massachusetts, Michigan, New Hampshire, and Ohlo,

dent that a large proportion of the claimants had
irrogular employment during tho yenr.

Tho cffects of such employment ean bo clearly
seen when individual weekly benefit amounts
determined according to the annual-earnings plan
are compared with those determined according to
the quarterly plan. With the exception of the
Massachuaetts study, for which such information
is not presented, the determination of weekly
benefit amounts on the bagis of annual carnings
results in every case in large differences in bene-
fits to claimants as compared with benefits based
on highest quarterly earnings. In cach of the
sample proups only a minority of the claimants
would reeceive the same benefit rates under hoth
plans. The proportion of claimants whose rates
change varies from 61.0 pereent in Michigan to
86.1 percent in Alabama. The presence of such
a large disparity in Michigan is cspecially sig-
nificant when it is considered that the annual-
earnings schedule used in the study was designed
to yield a distribution of claimants by weekly
benefit amount as similar as possible to that
obtained with the quarterly plan in use.?

The effect of the annual-carnings plan upon
claimants at different earnings levels 18 note-
worthy. ‘Tho annual plan employing n flat per-
centage of earnings resulted in a more goneral

t Aichigan Uoemployment Ceompenzation Cotsmilaalon, Ffecls of the
Annwal Wage Method for Determining Weekly Henefit Rtate, Resenrch AMemg-
rancduin 17, Firat Denft, Aprll 1030, p, 1,

Table 1.~—~Selected representative State studios of annual-earnings plena: Size, compaosition,
and method of sampling

Bnmpla
Btate Tltlo of stady - B T I - e
8lze Compodition Method of selection
Alahomn__.._ ... .. Annual Farnings as the Baais of the | 10400 claiinants. . .| Claimants who comploatad their | Clabinants whose farth and Nth see
Weekly Henefil Amount, August first honeNt years hetweon Jan. 1 count miumhor dlgits were of the
1630, nml Apr. 30, 1939, M gronping.
Ilnois L. __.. s Special report, Janunry 1999 .. .. I8 cinimants....| 3 pereent of Indiann claimanis | Claimnnts whosa benefit ehieek nnmber
recelving het;onudurlnp wuekaf ended in 33, 64, and o0
Nov. 14-10.
Muogsachwsetls. .. .| Effeet of Proposed Chunoea in Henefit | 30,626 covercd | 28 pereent of Individunls with | Chroups of eands chosen at regular inter-
Formulae, Apr. o, 1 workars, con- wage reennils In covered employ- vala feotiy trays in which wage records
talning 8,398 ment, Jan. 1, 1937-Junoe 30, 1034, are ol by goelal seeurity acconnt
elnimnnts. nuanher,
Michigan...._.._. 27,140 claimants __| 07 pereent (eatimated) of dndivid-

I fTects of the Annual Wage Method for
Delermining Weekly iknert Rate
Rmmrch Meomomndum 17, Apri

Anatmil of Sir Wailing Feriod Plany
.+ Janunry 1038,

Now Hampshiro. .

Report of the State Adpisary Councli,
ny 19, 1930,

8,000 clnbinnnts. .

5,005 clalmants. ...

uals whesso elnims wero anllowed
in November anil Decomber

Cards chosen proportionately froin ac-
tive file, Mt cheek (exlinustion of
warn cradits} fRle, and inactive with-
denwn folders.  Choten  randomly
{rom first 2 Nles nndd selectively from
nst.

ll.ﬁ‘pc.rcunt of elnbmnnts who Nled
for henoftts, Jan. 1-Nav. 30, 19148,

All Intlividunls whose claltns weoro
allowed durlbg the perled Apr.
19~26, 1930, [nolusiva.

L At tho timo of the study, Hilinols was not yot making bonoflt payments; hence, a samnplo of Indlana claimants was usedd,
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loworing of rates among the claimants already
receiving low weekly benefit amounts than among
those receiving higher weekly bencfits. The Now
Hampshire study examines tho cffeets of using
three flat percentages (1.3, 1.4, and 1.5 percent
of annual earnings) and shows the percentage of
clnimants at each benefit rate under tho quar-
terly plan whoso rates are lowered when comnputed
by the annual-earnings method. These tables
indiente o definite tendencey for larger proportions
of the claimants in the lower bencfit classes to
auffer reductions in their weekly henefit amounts,
Further, among elaimants with high benefit rates,
use of the annual-wage base results in more
inercases than decreases as compared with bene-
fit amounts based on highest quarterly carnings;
for those with the lower benefit amounts the
reverse is true,

This phenomenon is directly traceable to tho
concentration of irregular cmployment among
workers with low quarterly earnings. When
annunl earnings are used as the basis for caleulating
benefits, the effeet of irregulnr employment upon
benelit rights becomes even more pronouneed, with
the result that workers in this group are placed at
an even greater disndvantage than those whoso
high-quarter carnings are relatively high. The
more frequent. oceurrence of irregular employment
among the low-paid groups is reftected by data
presented in the Alabama and Illinois reports.
Distributions of elnimants in different quarterly
earnings groups by the ratio of annual to high-
quarter earnings arve shown in the Alabama
report.  Annual earnings for claimants with less
than §50 of earnings in the highest quarter aro
equal to only 1.7 timies the highest quarterly
earnings, whereas a ratio of 4 would indicate full
employment throughout the year. Tho ratio rises
rapidly with inereases in high-quarter earnings,
reaching 2.9 for the groups earning betweon $150
and $300 in the quarter of highest carnings.
Morcover, 494 percent of the group whoso quar-
torly earnings are less than $50, and 31.2 percent
of those with quarterly earnings between $50 and
$100, have ratios between 1.0 and 1.5, while only
3.2 percent in the $250-300 class and 1.8 porcont
of those earning $350 and over in the highest
quarter have ratios betweon 1.0 and 1.5.

The annual-earnings formula employing a grad-
unted seale of rates which are higher for the lowor-
paid workers has been developed in an attompt
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to equalize the effect on all carnings groups of a
change from the quarterly plan. The necessity,
howover, of applying high percontagoes of annual
earnings in the low-earnings classes to componsato
for greator irregularity of omploymoent among
theso workors has the effect of yielding weekly
benefit amounts for stendily employed workers
that may be gronter than their full-time weekly
wages. This disparity is an indication of the
tondency of annual-earnings plans to throw benofit
amounts out of proportion to full-timo woeckly
WARC:,

Almost without excoption, the information con-
tained in tho State studics roveals that in genoral
tho proposed annual-earnings plans roduce the
weekly benofit amounts payable undor the quar-
terly carnings provisions. This reduction mani-
fosts itself in three ways: (1) an oxcoss of elaimants
whose benefit rates aro lowored ovor those whoso
rates are raised; (2) a shift in tho distributions of
claimants by size of weekly benefit amount toward
the minimum and away from the maximum ratoe;
and (3) the reduction in the average weekly bonefit
amneunt.

The first of these manifestations is illustrated
in chart 1; under cach of the situations thero pre-
sented, more claimants havo their rates lowered
than increased by application of an annual-wage
formula. The excess ranges (rom 8.5 percent in
New Hampshire (under the 1.3-pereent formula)
to 75.2 percent in IMlinois. Not only are the de-
ereases more frequont, but they are also of groator
magnitude than the increases, Tho Illinois data,
for example, show that more than half the claim-
ants would suffer a decrease greater than $2 in tho
weekly benefit amount and none would have a
comparable inerease,

The only exceptions to the generalization that
annual-carnings plans caused more deereases than
increases in weekly benefit amounts arise under
the New llampshire plans based on 1.4 and 1.6
pereent of annual earnings, which are not included
in tho chart, When these high percentages aro
ased, however, failure to reduce weekly benefit
amounts is accompanied by further distortions of
the relationship between benefit amounts and
weekly wages, This distortion is indicated by tho
deereases in the proportion of individuals whose
benefit rates remain the same under both the
quarterly and the annual plans as the percontage
of annual earnings increases. ‘These proportions
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range from 25.1 porcent under the 1.3-porcont
formula to 22.8 percent under the 1.5-percent
formula. Morcover, the weekly benofit amounts
for a number of individuals aro incrensed by such
large amounts under the 1.4 and 1.5-percent
annual plans as to equal moro than one and one-
half times the amounts calculated under the
quarterly plan. In somo instances use of these
percentages more than doubles the weekly benefit
amount & worker is entitled to receive under the
quarterly plan, and results in weckly benefit
amounts which are probably in excess of weekly
earnings.

Greator coneentration of claimants at low bene-
fit amounts and a docroase in the avorage weokly
benefit amount are shown in every comparison of
quarterly and annual-earnings plans, Chart II
summarizes the relevant data from the Stato
samplo studics. In overy State, tho annual-
earnings plan yields a higher proportion of benefit
ratos cqual to 37 or less and, oxcept for Now
Hampshire, a smaller proportion equal to $13 or
more. A minimum of $7 was chosen for tho sako
of comparability, since ono of tho plans sots that
amount as the minimum paymont. When a
lowor minimum is provided, the tendency for a
greater concentration at the lower bonefit rates
under the annual plan is equally pronounced.

Concomitant with this goneral downward shift
in the distributions, a reduction in the average
bonefit rate is uniformly found. In tho three
studios for which a direct comparison is possible,
the average weokly bonofit amount is, respectively,
2.9 porcont, 5.5 percont, and 26.2 porcent lower
under the annual than under the quarterly plan.
In two other studies the minimum and maximum
rates providod under the annual plans are higher
than under the quarterly plan; nevertheless the
averages under the former mothod are lower by
13.5 and 22,9 percent, respectively. If tho same
minimum and maximum had been used for both
plans, the reduetions would have been oven more
pronounced. In the remaining study a lower
minimum and less stringent eligibility provisions
are required undoer the annual plan; henco the
resulting 22.4-percent drop in the average rate
somowhat ovorstutes the difference arising from
chango in the earnings base,

Benefit Experience in States With Annual-

Earnings Base

Date on payments for total unemployment
classifiecd by size of payment in the monthly
State reports submitted to the Social Security
Board during 1939 provide an opportunity to
measure the actual eflfect of the annual-earnings

Chart L—=Percent of claimants whese weekly benefit amounts are lower, the sgame, or higher under annual-eariings
plans as compared with high-quarter carnings plans, in 5 State sampleas

PERCENT

CHANGE 1N :
ALABAMA
|

WEE:I.L!BUBE{‘EFIT
LOWER
SAME
HIGHER

LOWER BY

MORE THAN %2.00
MIGHER BY | o

MORE THAN $2.00 {'*

I’*:IEW HAMPSHIRE

LOWER
SAME
HIGHER

LOWER BY
MORE THAN $2.00

HIGHER BY
MORE THAN $2.00

25 50 75 o 25

PERGENT PERGENT
5 150 3 %0 . 73 100
ILLINOCIS MICHIGAN
|

Social Security



Chart II.—Porcentage distribution of claimants undor high-quarter carnings and annualeearnings plans, by
weokly Dengfit amount, in 6 State samplas
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I HiGH OUARTER EARNINGS PLAN

plan in operation in the four States which changed
their laws in 1934 to base weekly benofit amounts
on annunl eanrnings. The data for Maine and
West Virginia were prepared on a sample basts,
using all benefit payments issued during the weok
ending nearest the fiftecenth of onch mouth. For
North Carolina and South Dakota all benefit
payments within the month wero used. These
four States previously caleulated the weekly
benefit amount as 50 percent of the reported full-
time weekly wage or, when that could not bo
determined, na one-twenty-sixth of wages in the
quarter of highest enrnings, In practice all but
a few of the benofit amounts were detormined on
the basis of highest quarterly earnings, and the
distributions of weekly Dbenefit amounts for a
period beforo and after the laws were amended
sorve ns a valid basis for comparing the annunal
with the highest quarterly carnings plan.

In South Dakota and West Virginia percentago
distributions of weekly benefits under the two
plans can be clearly isolated, because tho State
ngeneies stopped all benefit payments under the
quarterly formula and resumed thom under tho
annual-earnings formula. In Maine and North
Caroling a transition period was provided during
which pnyments were based on both the old and
the amended laws. It is possible, however, to
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{Z"] ANNUAL EARNINGS PLAN

divido this period into months when all or most
of the payments were based on highest quarterly
enrnings and months whon they wore based on
annual oarnings. Both the flat and the variable-
percentage annual-carnings plans are also ropro-
sented, the first by North Carolina and the second
by the other three States,

Tho pereentago distributions presented in table
2 reveal tho samo movoment as was diseovered in
the specin! Stato studies. There is a docidod shift
toward the smaller bonefit amounts under the
amonded laws, which use annual earnings as a
basis for determining the weekly benofit amount,
with a particularly marked concentration boelow
the $6 rato. Tho number of payments for less
than $0 is increased by 15 pereont under the
amended law in North Caroling, is more than
doubled in Maine and South Dakota, and is multi-
plied approximately 4 times under the amended
West Virginia law. In addition, oxcept for West
Virginia whore the annual plan yields a fow more
payments botween $7 and 39, thore is a smaller
percentago of paymonts under the amonded laws
at overy benofit rato from $7 and over.

Consistent with the changes in the distributions,
the average weckly benofit amount decreased
significantly in onch of the four Statos after the
amendmonts wont into offect. Tho docronses
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ranged from 11.9 percent in North Carolina to
26.7 percont in Wast Virginia.

In order to eliminate any fnctor other than the
change in the method of determining the weekly
benefit amount as a possible renson for these rnte
declines, data in 10 States?® adjacent to the 4
which adopted the annual-earnings plan were
used as a control. Benefit payments in theso
States were compared for the periods in which
peyinents were made under the qunrterly enrn-
ings and under the annual-earnings plans in the
States which amended their lnwa.  Although some
of these 10 States altered their benefit formulas
(during 1939, a comparison of the distributions
of benefit pnyments by size indientes, for the most

? Qeorgin, Kentueky, Nebraska, New Hampshire, North T)akota, Ohla,
Ponnsylvanla, South Carelinn, Vermont, and Virglnin,

part, that little change toolk placo over the period;
in fact, in some instances there was actually nn
increase in the proportion of payments at the
maximum amount., In New [Iampshire and Ver-
mont the proportion of payments definitely in-
creased for nmounts between $5 and $8.  In both
States the minimum benefit provision remained
unchanped during 1939; it was set at $5 in New
IInmpshire and in Vermont at $5 or three-fourths
of the full-time weekly wage, whichever is less,
In Maine, the State with whieh these two are
compared, the minimum was lowered from $5 to
$3 by the amendment containing the annual-
carnings plan.  The {lat $5 minimum in Maine,
under the old law, and in New Hampshire, over
the period, vitintes a comparison of the propor-
tions of panyments below that amount. When the

Table 2.~~Percentage distribution of benefit payments for total unemployment by sise of puymont, under old!
and amended ? laws in 4 States that adopted annual-carnings plans, 1939

Maine North Carelina South Dakotn West Virginia
.
Weekly benefit amount Old law, Amended Old law, Amended Old law, Ameneled Ole] tnw, Anmended
Janunry- law, May- Jnnunry- Iaw, April- Fehruary- [law, Octobwr-] Fehruary- Inw, May-
Aprll Bepteinher Muorch Feplember July Noveirther Aprll Hepitetnler
Total pumber. .. oo, 27,150 31,225 161,040 352, 801 28, 370 n, 063 18, 408 60, 122
Pereentnge diatribution
Total e e 100. 0 100, 0 100.0 100.0 100.0 100.0 100.0 100 1
Under $1.00 . [} N 20 0.6 [ £} R D (¥}
. i . 0.8 0.1 4.7 4.2 0.2] ........ . )
1.1 .2 0.5 16.1 . N1 ne
it 14,3 0.4 12.8 0 1,5 8 13,8
2.0 12.1 6.7 12.4 1.5 4.1 1.1 12.7
140 14.0 20,7 17.3 13.4  Je AN 8.2 10,8
10.3 12.4 1.5 11.3 0.1 104 71 0.8
12,3 11,5 10.0 8.3 f.1 7.4 0.8 V.2
1.0 0.4 5.0 4.0 K.l 1.1 R 1 A3
11.4 7.3 4.1 1.7 12.1 KA K2 7.7
.1 5.6 2.1 2.6 09,4 ho 0,3 6.9
4.7 3.7 .9 1.4 [ 4.7 ) 52
B3 2.7 1.5 1.0 57 a2 8.7 19
3z LB 1.1 .B 4.2 2.7 fi4 3.0
2.3 1.1 R .6 3.5 2,3 LN 2.2
10. 0 .8 3.5 21 15,8 9.5 2.3 07
Cuminlative pereentage distelbution
Under$1.00 .. .. ... ... (O] * 2.0 0b m [t}
Under $2.00_ ... 0.8 0.1 0.7 4.7 0.2 . 4y
Under $3.00 _ . 1.9 .3 13.2 20.8 WK 0,1 [N ]
Under $4.00 3.8 14.0 19.8 33.6 1.7 10. 0 1.4
Under $5.00 58 0.7 25,3 40.0 32 M7 2.5
Under $5.00 19.8 40.7 65.0 a3, 3 16,4 K0 o7
Under $7.00 30,1 5.1 67.5 74.0 0.3 48,8 17.8
Under $3.00 , 42,4 M. 0 789.4 B2.0 KA | o, 2 24.0
Under $0.00_. ... 53. 4 4.0 84.3 87.8 42.h 3.1 32.7
Under $10.00..... M8 31.3 BR. 4 1.5 nd.0 T 4 0
Under 810,00 ... ... ... ... . 73.9 B& 0 1.1 .1 K1) 7.4 b, 2
Under $12.00. .. _ 78.40 00. 0 93.0 05,5 0.8 2.3 et
Under $13.00. ... _______. ... _....... . 83.0 3.3 .8 0. 5 .5 H5. b 07.4
Undor $14.00_ . ___ ... . _._..__..... - A7t 05.1 8. 8 7.3 80. 7 RH 2 73.4
Under 81500 ________.__ ... . _____.. _ 80. 4 8.2 0. 8 .8 14,2 [LUN] .7
sisandunder_. ... ... ... - 100, 0 100.0 100.0 100.0 100, 100.0 100.0
Average weekly beneflt amount. ... .. 30, 14 $2.32 0. 19 $5.01 .4 14, )2 $10, 8O

1 Weakly benefit amounts based on full-timoe weekly woge or highest
quarterly earnings.

1 Waokly beneflt amounts based on aununl earnings,
7 Loss than 0.1 pereent.
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payments below $6 are considered, however, it
is evident that the slight increase from 11.1 por-
cent to 15.9 percent in New Hampshire oxplaina
only a small part of the inerense from 19.8 pereent
to 40.7 percent in Maine.

TFor Verimont the distributions by size of pay-
ment do not tell the whole story, and it is neces-
sary to resort to n distribution of benefit pay-
ments by industry for the first 9 months of 19394
This distribution reveals that whercas benefit
payments for all industries deercased by about 27
pereent between the periods January—-April and
May-September, payments toclnimants previously
employed in the textile mill products industry
tripled, incereasing from 9.0 to 36.5 pereent of all
payments.  Employees in this industry are a
predominantly low-earnings group, whose average
benefit panyment during the first 9 months in 1939--—
$8.34- is approximately 12 pereent helow the aver-
nge for all industriea.  Consequently the incrense
in low benefit payments in Vermont may be
attributed 1o the large influx of elnimants from the
[ow-wage group.

Although similar date on benefit payments by
industry were not, reported by Maine, information
ig available on the number of eovered workers in
textile mill products by months for the first ¢
months of 1930.%  These figures, which reasonably
approximate employment in that industry, indicate
that employment decrensed from Janunry to
February and from February to Mareh, remained
about the same through April, and then increased
rapidly in May and June.  1n other words, during
Mareh and April there was probably an increase in
the number of benefit pnyments to elnimants from
the textile mill produets industry in Maine, Dur-
ing Muy and June, however, after the effective date
of the annual-earnings plan, these elaimants were
being rapidly rebired, at the same time that Ver-
mont wag expericneing its grentest inerease of
payments to claimants formerly attuched to the
industry.

1t may be concluded, therefore, that, although
there was an increase in the proportion of low
benefit payments in New Hampshire and Vermont
coineident with u similar movement in Maine, it
was caused in the former States entirely by a

¢ Monthty Iteport of Number and Awmount of Ilenefit Paymenis Closslfied by
Iaduatry, Hoelnl Becwrity Boned, Form UC-237, January-8eplember 1430,

¥ Quarterty feeport 6n Nutnber of Corcted Workers by Industry Groups, Boclnl
Beeurity Donrd, Form UC-234, Innuary-March, Aprll-June, 1936,
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Table 3.—Maine: Comparison of amount of carnings
required for specified wecekly benefit amounts under
oldd} law and under amended? law

Minfmum  enrnings  required  for Ratlo of corn.
Wookly speelfod weekly benefit amnount l‘l';‘]“d%n%'gg’g_
heneft ed law to
mimount enlrnldnas l;lo-
N quired under
0ld law Amended law old lavw
13,00 48, 00 £144.00 10
4.00 4. 00 228. 25 3.0
h.0OD BO. 00 318, b3 4.0
a.00 B4, 00 415,17 4.3
7.00 112. 00 5617.83 4.0
R00 128,00 42t 88 i¢
0.00 14,00 741, 88 5.1
10,00 160, 00 802, 02 54
11,00 170, 0 080, 78 5.8
12,00 192.00 1,123.17 58
13.00 208. 00 1,202.0) 6.1
14,00 224.00 1,408, 21 0.8
15,00 240,00 , 560, 00 0.6

! Weekly beoefit amounts based on full-tine weokly woge or highest
quncterly enrnings,

? Weekly beneflt mnounts based on annual earninge.

$ 0ld law roguired earnlbgs of 18 times weckly bonefit amnount,

chango in the characteristics of the claimant
group und in the lntter partially by such a change
but chiefly by the institution of the annual-
earnings plan.

Comparison of the avernge weekly benefit
smounts in the 10 control States before and after
the eflective dates of tho annual-earnings amend-
ments in the 4 adjoining States reveals that in 7
of the 10 the average weekly benefit amounts in-
ereased.  In the remaining 3, elight deerenses in
the average benefit amount are oxplained by in-
creases in the number of payments in the $6 to
$8 range, rather than in those for very low
amounts. Kvidently there was some incresse
at that period in the proportion of workers with
low weekly earnings records who claimed benefits.
The much more decided downward shift in the
distributions for the 4 States that adopted tho
annual-earnings plan, as well as the consistency
with which the average rates decreased in these
States, justifics the conclusion that introduction
of the annual plans resulted in a gencral lowering
of weekly benefit nmounts,

Another indieation of the effect of the annual-
cnrnings plan on payment of benefits is found in a
compnrison of the amounts of enrnings a clnimant
must have had in order to qualify for a specified
weekly benefit amount under the old and the
amended laws,  Such a comparison is shown for
Maine in table 3.  Like comparisons for the other
three States disclose similar tendencies. To
qualify for benefits under the old Maine law, n



claimant must have had earnings equivalent to 16
timos the weekly benefit amount. The amended
law roquires total earnings of $144 for a claimant
to be eligiblo for benefits. For an eligiblo claitnant
to recoive & highor weckly benefit than the mini-
mum, however, lic must have total enrnings rang-
ing from 48 to 104 times the specified weekly bene-
fit amount. If it i3 assumed that thoe weekly
benefit amount approximates 50 pereent of the
full-time weekly wage, the Maine requirement
may bo interpreted to mean that an individual
must have froin 24 to 52 weeks of full employment
to receive a speeified weekly benefit amount under
the annual-carnings plan, in eontrast to only 8
weoeks under the quarterly plan. In gencral, to
receive the same weekly benefits, the amended law
requires total carnings that are 3.0 to 6.5 times as
great as under the old law, Tor example, under
the old law a claimant could reecive » weekly
benefit of $10 if he were credited with as little as
$160 of total ecarnings, whereas to receive the same
benefit under the amended law he would need
$862.62, or 5.4 times as much. A number of
States that have quarterly plans with more
stringent eligibility requirements than those in the
old Maine law require higher amounts of total earn-
ings for a claimant to receivo a specified weekly
benefit amount. However, even when earnings as
high as 30 times the weekly benefit amount are
required, it would be ncecessary for nn eligible
claimant to have from 1.6 to 3.5 times as much in
total carnings to receive the snme weekly benefits
under the amended Maine law ns under the law in
any of these States.

It may be questioned whether or not the
tondencios outlined above are inheront in annual-
earnings plans. It may be argued, for example,
that extension of covorage to cmployers of one or
more and to additional oceupations would mate-
rially reduce the proportions of elaimants with
irrogular covered employment and thus equalize
tho offoct of both plana. This argument is baged
on the theory that therc is considerable shifting
of workors between covered and noncovored o
ployment. Obviously some, but only a part, of
the irregularity of employment would boe so
reduced. Tho absconce of universal covorage is,
in fact, n strong argument ngainst the annual-
oarnings plan, in that it places at a disadvan-
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tage the worker who has considerable earnings in
noncovered omployment.

It may also be questioned whotlier use of tha
particular periods of time covered by this analysis
affocts the validity of the general conclusions,
Tho relationship between the annual-earnings
and the Lighest quartorly earnings plans is not
static; it is considerably influenced by the phase
of the business cycle and the employment pat-
torns of claimants during the period when their
wage credits are accumulated. Some of the
clnimants studied built up their wage credits
during 1037, some in 1938, and some in part of
1039.  Yoars of relatively pgood and relatively
poor employmont conditions are therefore in-
cluded. Hence, the tendencies evident in the
current investigations probably will be found also
in datn for longer periods,

The Effect of the Annual-FEarnings Buse

If employment were steady and earnings regular,
neither individual workors’ weokly benefit amounts
nor tho mean weekly benefit amount would differ
under the full-time weekly wagoe method, the quar-
terly plan, or the annual plan. The widespread
oxistence of irregular and intermittent employ-
ment results, however, in quite different amounts
for individunl workers under ench of the three
formulas. For this reason, the length of time that
is used as the basis for determining the weekly
bouefit amount is highly significant. The full-
time weekly wago method considers only weeks in
which tho individual has had full employment and
thus ecliminates the effects of irregular or under-
cmployment. In the quarterly plan, which is
based on the 13 weeks within a calendar quarter,
tho pattern of cmployment has some effeet in
dotermining the benefit rate, although the fact that
provision is made for choosing the highest of 4
onlendar quarters greatly limits the effect of
undor-employment. Under the annual-earnings
plan, wages carned throughout an entire year form
the basis for computing the weekly benefit
amount, Since most workers have some under-
employment during a year, it is clear that weekly
benefit amounts based on highest quarterly
carnings will more nearly approximate a relation-
ship to full-time weekly wages than thoso based
on annual earnings,
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