of information on individuals unemployed at the
time of induetion. The Burcau is alse continuing
negotintions with officinls of the Seleetive Servico
gystem and of the War Department to dovelop
further the informational procedures alrendy sug-
gested and to discover others.

Approprieie provisions for State interchange of
wage eredits and of necessary records and infor-
mation exist in some State laws but will have to bo

introduced into others, Thero will also be the
problem of preserving the wage and bonefit records
of individuals covered by the proposed legislation
during their period of service. For sogrogating and
preserving these records, each State agency will
presumably dovelop the procedures best adapted
Lo its existing wago-record process. It may be
necessary for Stato agencies Lo preserve all wage
records for o limited period of timo.

Experience Rating in Indiana, 1940°

The present analysis for Indiana, like similar analyses for Nebraska and Wisconsin published
in the January and February Bulletins, respectively, summarizes data reported by the State agency
and covering 1939 experience on which modification of employer contribution rates in 1910 was based.
Similar data are available for South Dakota, where a relatively small group of employers was able
to obtain modified rates in 1940, and also for Delaware, where rate modifications will not Le effec-
tive until January 1942, Capies of releases summarizing information for these two latter States
may be obtained, on request, from the Bureau of Employment Security, Research and Statistics

Division.

Unper rrovisions of the Indiana law, outlined
subsequently, only a small group of employers
could qualify for reduced rates of contribution in
1940, the first year for which such rates could be
assigned on the basis of an employer’s experionce
rating. Rate reductions for this year thercforo
tffected only 428 employor-reserve accounts,
about 4 pereent of the total, which was 10,217,
It is estitnated that the reduced rates caused a
declino of considerably less than 1 pereent from
the amount which would have become payable
had all employers paid the 2.7-percent rate.
Reductions were made possible largely by a de-
cline in an cmployer's pay roll in 1939, or by his
payment of voluntary contributions, rather than
by employment stabilization.

Among the total 10,217 employer accounts in
the State, approximately 11 percent were over-
drawn as of December 31, 1930—that is, the
amount of Dbenofits charged exceeded the contri-
butions made by the employers and credited to
their accounts, The mining and construction

*Propaced In the Rescarch and Statlstles Division, Bureau of Employment
Becurlty.
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industries had relatively the largest number of
overdrawn accounts, while manufacturing ac-
counted for three-fourths of the total amount
overdrawn on that date.

Statutory Provisions

Under the terms of tho Indiana statute, cach
employer’s rescrve nccount was credited with
five-sixths of his contributions during 1936, 1937,
and 1938, and the remaining onc-gixth was credited
to o State-wido pooled account.! DBeginning with
1039, the pooled sccount has been eredited with
0.1356 pereent, or one-twentioth of 2.7 porcent,
and the remainder of the employer’s contribu.
tions havoe been credited to his reserve aceount.
In addition, employors are perinitted to mako
voluntary contributions to their accounts, which
are treated as required coniributions.

Thus, the reserve account of an omployor
whose taxable pay roll has remained uniform
sinco 1936 would havo been credited with 7 percent

L [n nddition to 1ndlans, tho laws of North Carolins, Bouth Dakots, and
Vormont aro of tho combined emnployor-reserve snd peoled-fund typeo, under
which B portlon of cach employer’s contributions is erodited to the Btate-
wide pooled account and tho temaloder {s credited to hia own resorve acoauut.
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of hig annual pay roll at the closc of 1939, provided
that no benefits lind been chargod to his nccount,

Contrlbutlons as per-
eont of nnnual pay roll

Year

Credited to
I'ald employer's
necount

7. 003

.25
1L.50
2,25
2 515

b I -

Lol

The statute requires that an cimployer’s reserve
balance must be equal to at least 7.5 percent of
his preceding year’s pay roll in order to entitle
him to & rate reduction. This requirement un-
doubtedly accounts for the fact that so few cm-
ployers obtained rate reductions in 1940. Of the
428 employers who obtained rate reductions, 352
received the 2-pereent rate, 24 the 1-percent rate,
and 52 the minimum rate of 0.135, These rate
reductions decreased by less than 1 percent ? the
yield which would have been obtained for 1940 if
nll employors had had the 2.7-percent rate.

A report prepared by the Indiana agency indi-
cates that declining pay rolls in 1939 and voluntary
contributions were largely responsible for the 1940
rato reductions. The report points out that*Since
it was necessary for an employer to have an annual
pay roll in 1939 far below the annual pay roll in
tho preceding years in order to nttain n . . . re-
serve ratio [of more than 7.5 poreent], wo can
safely say that the reductions in contribution
rates for 1040 cannot in any way bo attributed to
any successful attempts to stabilize employment,’”
The principal factors responsible for lower pay
rolls in 1939 included (1) curtailment of employ-
ment, (2} disposal of a portion of tho employer’s
business, or (3) cessation of business during the
yoar. Analysis of the records of 279 firms obtain-

1 Reocent astimates prepared by tho Indinna unemployinent compensation
agenoy show that experlence rating wlil nffect 8 much larger proportion of
sccounts durlng 1941, Approximatoly 3,450 employors will probnbly hnve
contribution rates lower than 2.7 percent; 1,340 will receivo rates higher than
2.7 porcent; and nbout 8,320 will pay contributlons at the normal rpte of 2.7
percent. ‘Thosa cstimates Indlcate that, if it 13 assumed that pay rolls for 1641
wlll remns!n nt the same lavel as in 1039, the decline In yield during 1041 would
be approxlmately $000,000, or slightly more than 4 percent of the contributlons
which would be derived from the application of the uniform rate of 2.7 percent.
Indlans Unemployment Compensatlon Divislon, The Effects of Frperlence
and Penalty Rating Proclatona on Contrlbutions for 1v4t, Memorandum No. 23,
Oct. 29, 1840. Beo footnoto 8, below.

! Indiapa Unemployment Compensation Divislon, Sozings to Emplopers
Under the Qperation of the 1940 Experience Raling Provisions of the Indlana
Unemployment Compensation Low, Memorandum No, 18, Apr. 16, 1840,
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ing rate reductions without payment of voluntary
contributions indicates that, for the most part,
firms which experienced curtailed employment
during 1039 received a 2-pereent rate, those which
digposed of & portion of their business reduced thejy
pay rolls to the point at which the 1-percent rato
was assigned, while employers who censed opera-
tions for a portion of the year inflated their resorve
ratios sufficiently to attain the minitnum rate of
0.135 porcent.?

Voluntary Contributions

Ono hundred fifty-six additional employers, or
1.5 percent of all accounts in the State, qualified
for rate reductions by making voluntary contri-
butions of amounts suficiont to raise their reserve
balances to 7.5 pereent or more of their 1939 pay
rolls, Sueh voluntary contributions, which are
encournged by the procedures used by the State
ngency, totaled over $11,000, or 0.05 pereent of
the 1839 collections, and were made more fre-
quently by small than by large employers. The
1939 pay roll of these 156 employers totaled $3.3
million, or an average annual pay roll of slightly
more than $21,000, in contrast Lo an avernge of
nemrly $60,000 for all accounts in the State.  While
49 pereent of all nccounts in the State which
reported pay rolls in each of the 3 years 1937, 1938,
and 1939 had an average annual pay roll of less
than $20,000, 61 percent of the accounts making
voluntary contributions were classified in this pay-
roll group. Although the small number of ac-
counts involved limits the validity of size com-
parisons, it may be noted that about 2.6 percent
of nll accounts with avernge annual pay rolls
below $20,000 made voluntary contributions, ns
compared with 1.0 pereent of the accounts with pay
rolls above $20,000,

Seventy-one of the accounts making voluntary
contributions were in wholesale and retail trade.
Although there are more than 4 times as many
accounts in manufacturing (2,521) as in finanee,
insurance, and real estate (613), 28 firms in the
latter group made voluntary contributions comn-
pared with 30 in manufncturing,

All accounts which made voluntary contribu-
tions obtained rate reductions, and in ench case
the rate assigned was next below the one which
would have been assigned hiad no such contribution
been made. Only seven of these accounts would

11bid.
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Table 1,—Number and percent of Indiana experienco-
rating accounta, and accounts with 1940 rate reduc-
tions, by industry

Accounts with rate
All accounts reduction
Industry
Number | fferoont | Numbor | Percent
Totnl...._.. [ 10,217 100.0 418 100.0
Agrlenlture, foreatry, and fishery. 20 .3 3 .7
alng.. .- ---- . 287 2.8 T 1.6
Copstruction .. .- ki 1.5 12 2.8
Manufacturing . - 2,51 24.7 03 15.9
Transportation, cammuntcation,
and other pubile utilitles. ., . 572 8.0 14 3.3
wholesale and rotall trade. . ... 4,190 it.0 48.1
Floance, Insuranco, snd real o
.. 413 6.0 1] 13.8
1,241 12.1 ] 13.8

have obtained such reduections if they had not
made voluntary contributions,

Industry and Size-af-Firm Varialions

About two-thirds of all experionce-rating ae-
counts in the Sialo are found in the trade and
manufacturing groups—41 percent for trado and
26 percent for manufacturing (table 1). The
servico industry with about 12 pereent of all
accounis was tho third largest group in the Stato.
No more than 8 percent of the accounts are found
in any of the remaining groups.

About 48 percent of all accounts with redueced
retes aro found in the trade group, and 16 pereent
in manufacturing. On the other hand, 14 percent
of all roduced rates went to employers in finance,
insurance, and real estate, which represented
only 6 pereent of all accounts in the State.

A classification® by size of annual pay roll
(table 2) indicates that 23 pereent of the aecounts
have pay rolls of less than $10,000, 49 percent
less then $20,000, and 63 pereent loss than $30,000,
Thirteon pereent have pay rolls in oexecss of
$100,000, and 24 percent in excess of $50,000,
In contrast, 38 porcent of all rate reductions were
obtained by the accounts with pay rolls under
$10,000, 69 porcont by accounts with pay rolls of
less than $20,000, and 84 porcent by accounts
with pay rolle of less than $30,000. Only 5 per-
cont roprosont accounts with pay rolls in cxcess
of $50,000.

It is clear that accounts with small pay rolls and
thoso in trade, service, and financo and insurance

1 Only 7,401, or 72.4 percont of oll nccounts, were classifled by slro. Thls
classification, bascd on size of overngo annual pay roll, waa applied only to
rocounts with pay rollareported in ench of tho yenrs 1037, 1938, nnd 1030, The
romatning 2,818 ncegunts, which had ne pay rell reportod in 1 or more ef thos
Fears, woro not clnasified by alze.

Bulletin, March 1941

obtained the greatest proportion of the rate
reductions; these accounts may cither have had
declining pay rolls during 1939 or have found it
most practicable to moke the necessary voluntary
contributions in order to raise their reserve ratios
above 7.6 porcent.

OQverdrawn Accounts

On Decomber 31, 1030, 1,150 or 11 percent of
the 10,217 % experience-rating accounts wore over-
drawn (table 3). The oxcess of bounefits chargod
over contributions credited to these accounts was
more than $3.4 million. These employers would
have been required to pay contributions at the
3.7-porcont rato,” had the statute not provided
that no rate in excess of 2,7 percent would go into
offcet until 1941; under the existing statute in-
croased rates will not bo assigned until 1043.°

Disproportionately large numbers of overdrawn
accounts were found in the mining and construc-
tion industries; 50 percent of tho accounts in min-
ing and 31 percent of those in the construction
Table 2.—Number and percent of Indiana experience-

rating nccownts, accounts with 1940 rate reductions,

accounts overdrawn, and amount overdrawn, by
average annnal pay-roll group

Overdrawn
All Withrete | .
aceounia reduction
Acoounta Amount
Average rRnnusal _ —
pay roll1
‘Total
Num-| Per- [Num-| Por- |[Num-| Per- | (ln | Per-
bot | oent | her | cont | bor | cent [thous| cent
zands)
______ sl | 1, 080].. .. [83,428]. ...
100.0| 387 100.0{ 753] 100.0; 2,076( 100.0
7.1 02 t7.3] 109 14,6 . .8
156.7 72| 20.2 148} 10.8 53 1.8
6.8 113 24| 200] 20.4] 478 180
13.9 §2( 4.6 7 10.3 o &0
8,2 Ml 98 41 &4 6 1.3
&.0 8 1.7 27 3.0 [:}] 3.1
10.8 15 4.2 78] 104 208 T.0
100,000-899,009. ... a7} 1.8 4 1.1 [} 8.4 s 1.3
3,000,000 and over.| 7¢| Lof......|...... w18} 1,302 43.7
Not classifled. ... . 2,8168).._.__ ... aan...... 450]. ...

I Avérnge of 1037-3¢ cnhual pay rolls,

group were overdrawn, as compared with 11 per-
cent for the State ns a whole. In contrast to this
oxperionce, only § percent of the accounts in trans-

¢ [n accotdance with tho instructions suppliod hy the Duresu of Employ-
mont Sccurity, tho agenoy roported on the modified rates asalgnoed to the
10,2t7 exporionoc-rating acoounta aotive as of Mar, 81, 140, but supplled
data on the 1,150 seoounts whioh wero overdrawn as of Doo, 81, 1038,

t A study propered by the Indlana egonoy indloates that suoh empley-
ors “'saved’’ $703,000 by rolaining tho 2.7-peroont rate during 1040, sssum-
lng that tholr 1840 pay roll was identical with thelr 1039 pay roll. 8w
Sarings te Emplopers, op. oit.,

¥ Prior to an pmendinont to tho Indlena law approved In Marob 141, 1n-
croased ratos woro Lo booome offective In 1041,
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Table 3.==Number and percertt of Indiana experience-
rating accounts and of accounts overdrawn, and
percent of accounts overdrawn, by industry, as of
Dec. 31, 1939

Ovordrawn
All
nccounts 4] i
Accounts | Amount |§ s
Industey - — - gg
£d k)
[ 2] | =] S
e &lz1,9|558 §
6 | El® |8 |23|8|Bas
I 3] R @ Og @ | e
s [ <R -V = I -V |
Total ... ... 10, 207{100. 0[1, 150(100. 0 $3, 425(100. 0} 11.2
ﬁfrlcultum, forestry, and flshery. 2 .3 T ] 6 .21 209
InIng. - .l 287 2.8] 143] 12.4 303| 11, 5] 48.8
Bituminous and other soft.
conl minlng. . 140! 1.4 92| 8.0 349 10.2] 857
Construction.. 7.5 2341 20.4] 3217 9.4 30.5
Manufacturing 24,7 337] 20.3| 2,641) 74.2] 13.4
Apparel ang
producta . ... ..., L1 28/ 23 105 31f 734
Furnlture and finlshed lumber
producty. ... 21| 2.7 5] 4.4 280 8.2 18.8
Stone, clay, nnd glass products. 158 1.5] 30, 3.4| 168; 4.8 252
Iron and stecl and thelr prod-
ueks. . ..o 2060 2.8] 48} 4.2 281 8.2 19.1
Machinery (except electrical). _ 198 1.9 31 2,7 342 0.0/ 158.8
Automobiles and sutomoblle
equipment..___._..__._.._._. [i]] B 21 18| 68D 25.0) 34.4
Transportation, communieatton,
and utdltbes . ... __ ... _. 572 8.8 an| 4.1 32 . B 8.1
Wholesale and retail trade__ ... 4,100) 43,0, 223 1D.4 o3| 1.8 53
Finance, insurence, and real
esiate. ..l 813| 6.0 15 1.3 1 At 2.4
Bervice fndusirbes. ... ___.._| 1,248 12,1} 185} 12.5 60l g 128

portation and communication, 5 percent of those
in trade, and 2 percent of those in finance were over-
drawn. In the manufacturing and serviee groups,
the proportion of overdrawn accounts wns only
glightly higher than tho State-wide average, al-
though the amount overdrawn in manufncturing
ropreseunted three-fourths of the total for the State.

An examination of employment dnta reported
to the Socinl Sccurity Board by the Indiana
agoncey indicates that the rango of fluctuntions in
monthly employment, in comparison with the
average monthly employment in 1938 was 3 and
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5 times groater, respectively, in mining and cop.
struction than in all industrics combined; iy
1039 it was 1) and 5 times greater, respectively?

Of the approximately $3.4 million overdrawy
by all accounts, alimost 75 percent is attributable
to accounts in the manufacturing groups and aboyt,
12 percent to those in mining. Of the individual
major industry groups in these iwo principal
industry divisions, the amounts overdrawn by
omployers in nutomobile manufacturing repre.
sented 26 pereent of all overdrawn amounts in
the State, and the amounts overdrawn by nc.
counts in machinery manufreturing (except elec-
tricnl) and in bituminous coal mining each repre.
senled 10 percent of the State total.  The necounts
in these three of the most important industrics in
the States were charged with $1.6 million in
benefits in excess of their eredited contributions,
or 46 percent of all overdrafis in the State.  Since
analysis of the experienco of other States has
indicated that industrics charneterized by large
numbers of overdrawn accounts are those in which
increased contribulion rates nre most common,
it may be expected that, if this experience con-
tinues, n high proportion of increased rates will
be assigned to employers in these groups in sub-
sequent yenrs,

The data also indieats that a disproportionately
large number of employers with average annual
pay rolls under $10,000 have overdrawn accounts
(table 2). While 23 percent of all employers in
the State are found in this pay-roll group, 34 per-
cenl of those with overdrawn accounls are so
clasgified.

1 Bocinl Beeurlty Nonrd, Employment and Payrolls In State Unemployment

Compengntion Systems, 1538, Empltoyment Securlty Memorandum No, 8,
April 1840,
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