Experience-Rating Operations in 1941°

During 1941, expeorience-rating provisions wero
operativo under 17 of tho 38 State unemployment
compensation laws which provide for modification
of .omployers’ contribution rates on the basis of
their oxperienco with the risk of unemployment.
Modified rates had been in effect in only 4 of these
States in the preceding year; during 1942, experi-
cnco rating will be in operation in 34 States.

Probably the most important result of experi-
cnce rating in 1941 was the substantial decline in
collections. It is cstilmated that employer coliec-
tions based on 1941 wages were reduced by $58.1
miilion, or 23 percent of tho amount which would
have been obtained under a uniform 2.7-percent
contribution rate; for the country as a whole, the
loss approximated 6 percent. In the 17 States
where experience-rating provisions were operative,
the State-wide average contribution rate varied
from 1.3 to 2.6 percent. Reduced rates were
assigned to 55 pereent of all employers eligible for
rate modification, and contribution rates above
2.7 percent,! to 13 percent. In 1939 these 17
States reported average monthly employment of
5.5 million, 26 pereent of the total for the United
States.

The experience-rating provistons in effect pro-

duced very different results in terins of the dis- -

tribution of reduced and incressed rates among
cmployers. Even among States with the same
type of experience-rating plan, variations of moro
than 500 percent in the proportion of employcrs
with reduced rates arc nccounted for, in part, by
differences in tho date when an employer had to
begin paying contributions in order to qualify for
8 rate reduction in 1941, Diflferences in rate
schedules among these States accounted for varia-
tions of as much as 1.5 percent in the contribution
rates assigned to employers with identical benefit
experienco.

Since the statistics on whiclh this analysis is
based do not indicato the cmployment practices
of individual employers, the data do not reveal

*Prepared in the Reports and Analysls Division, Burcau of Employment
Bocurity, A proliminary study of oxperience rating In 8 Biates appeared in
the Bullotin for October 1041, pp, 25-28,

I Tho laws of only 8 Biates provided for assignment of rntes In excess of 2.7
percent during 1841; approximately 27 percent of the employors in theso §
Btatos recelved Increased rates.
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whether cfforts to stabilize cmployment affected
contribution rates or not. Contrary evidences ig
offered by the fnct that r for larger proportion of gl)
cmployers in the industries normally charactorized
by stable employment obtained rate reductions
than in industries which customarily have irregu-
lar or sensonal employment. No clear-cut relation.
ship between contribution rates and size of firm
(in terms of average annual pay roll) was found,
although date available indicated that in some
States rate reductions are more often obtained by
cmployers in the high pay-roll groups.

Accounts Eligible for Rate Modification

Of the 184,000 nctive cxperience-rating ac-
counts? in the 17 States, approximately 61,100 or
33 percent received reduced rates; 14,800 or 8 per-
cent, rates in cxcess of 2,7 percent; the remaining
108,000 were assigned the 2.7-pereent rate. As
indicated by the following tabulation, almost
73,000 accounts were ineligible for rate modifien-
tion under the experience-rating provisions of their
State laws, because the employers had less than
the required period of experience with the risk of
unemployment, which is usually measurved in terms
of the number of years during which bencfits paid
to their former workers could be charged against
their accounts; conscquently, they retained thoe
2.7-pereent contribution rate. Tifty-five pereent
of the accounts eligible for rate modifiention re-
ceived reduced rates and 13 pereent, rates in excess
of 2.7 percent.

Total Contribntion rate—
Below 2.7 Abovo 2.7
Accounts pereent 2.7 percent percent
Nun- | Per-
ber cent
Nuwumn- | PPer-| Numn- | Per- | Num- | Per-
ber  [cent| ber cond ber | cont
Totnl...... 184, 118] 100.0 a1,080( 33.2| 108, 243] A8.K| 14,815 8.0
Rated accounts [ L13, 132 100.0{ ¢1,060( 85.0] 35,257| 31.7| 14,815 13.3
Unratod so-
connts.........| 72,080 1000, .. .... ceeed| 72,086) 100.0]. .. ...ofaeeae

Thoe proportion of accounts ecligible for rate
modification ranged from 28 percent in California
to as high as 90 percent in South Dakota. Sixty

t'Tho terima “cxperience-rating account” and “employer” aro used inter
chnngeably In this -liscussion.
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Porcent Dercont
cligiblo oligible
Btato for rato Btnlo for rato
modifl- madifl-
catlon cation
17 States. ... 00 |} Nebraska. ... . .. _.... 89
----—-———m gnw Hampshlre. ... gg
1711111 JPE A TCEOM .o v e e
é:;ifornln ..... . 28 [| Bouth Dakota.... . ]
Conncetleut. - 08 || 'Fexas. ... 04
Hawell.._. 08 || Vermont. 02
Indinna. -. B4 || Virglnin_. a6
KaDsng, .- - 75 || West Virginin.... . 72
Hontueky. . -.o .o 85 || Wisconsin,..........._... Bl
Minnesola. ... ..o .o.oL 73

porcent of all aclive experience-rating accounts
wero cligible for rate modifieation. Although the
reasons for the differenco in tho proportion of
eligiblo accounts varied from Stato to State, the
principal eause may be found in the longth of the
period during which benefits and contributions
had been payable before contribution rntes woro
first modified {chart 1). Under most Stalo lnws,
tho prerequisite of 3 years' experience with unem-
ployment risk required, in practice, that an em-
ployer’s account bo chargeable with benefits for
3 years before ho could qualify for rato modifica-
tion. In States whero benefit pryments were
initinted in January 1938, an employer, to bo
eligible for rate modifieation, must have been
subject to (he State law carly in 19373 sinco
otherwise no worker could havoe carned wages
with him upon which the worker could have drawn
benefits at the beginning of 1938,  Chalifornia
employers of four to seven workers were not sub-
ject to the law until 1937 and wero, therefore,
ineligible for rate modification in January 1941
beeause of the prerequisite of 5 years of contri-
bution experience. In Wisconsin, Nebraska, and
other States® which required that employers have
only 1 year of compensation experienco, relatively
more employers were able to qualify for rate
modilication,

Many cmployers, especially in the trade and
gervico industrics, remain in business for less than
3 years; thus, on any given dato, o large numbor of
employers tn any State have been subject to the
law for only 1 or 2 years. The relatively high
mortality rate of small firms indicates that the
proportion of newly subject firms will bo high in
States which cover employers of less than cight
workers, Thus, in thoe States which covered

3 Howover, utuder statutory provisions for charging benefits to the worker'’s
most recent employer, as Iin Now 1lampsahire, an employer wha beeame
subject to the 1aw Into Jn 1037 wonld have been eligible for rate madification

in 1941,
+ Indinna, Kentueky, South Dakoln, and Vermont.
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Table 1.—~Number of rated experience-rating accounts .
and percent with reduced and increased rates, by type
of experience-rating plan, 17 States, 1941

Rated accounts
8tate A|!|lnls Porcont | Peroent
beco Total with with in-
reduced | creased
ratos rates
Total.. .. ... 184,118 |1 111,132 M.0 [0
Cliffe plan. ... 30,018 19, 206 [:% B U
Alsbama. . 5, 334 , 185 o4 foo ..
Texas. ... 16,871 0, BE§ BO-7 19.3
Vieginkn ... ..., 7, B30 5, 182 0.0 [oaceunns
Compensable-separations plan. .| 10,973 7,472 88,8 |eeeeceoann
onneetleut. ... o oaoo. 10, 073 7,472 883 |eaecians
Reserve-ratloplan. .. . .. . 110,868 | &0, 787 4.3 | ...
Callfornia.. P, b0, 372 14,138
Hawall. . 4,788 , 248
Indlana_. 10, 028 8,012
Hansaa, _ 4, 871 3,410
Kentucky....._._. ... 7,780 1 8, 504
Nebraska ..o ..ooooooo .. 3, M7 3,188
New Hampshiro_......... .. 3,010 2,734 3
4.7 2 T 9,301 6,031 .
West Virglnia , 070 205 5.8
Wilscensin. . 11, 835 o, 641 85.1
Otherd. __...... 32, 242 23, 068 6.0
Minnecsota. 28,828 | 21,040 0.8
Bonth Dakota,. mmiees 1,810 1,637 8.3 . ..
Vermont .. .o oo 1,597 082 2 70 7 (R,

! Includdes 34 Kentucky aceounts with rates not determined.

1 Percent of accounts with inercased rates amounted to 13.3 peroont for all
17 Stntes and 27.3 Ix‘recnl, for 5 Btates providing for such rates.

? In 1045, oligibility for rote modification In Bouth Dakota and Vormont
determnined Inaccordnnee with reserve-ratio requirements, but rates modified
necordIng to ratio of bonefits to pay roll,

employers of cight or moro workers, 71 percent of
tho accounts wero oligiblo for rate modification as
compared to 55 percent in States with moro inclu-
sive coverago.

Variations in Employers’ Rates

Diflerences in oxporience-rating formulas, in
benefit provisions, in actual benecfit-payment
oxperienco, and in the dates when benefit pay-
ments began account for the variations betweon
States in the number of cmployers obtaining
reduced and inereased rates during 1941, The
proportion of ratod accounts with reduced rates
varied from 16 porcont in Kontucky to 90 porcont
in Virginio (table 1),

Thero was a marked difference between the pro-
portion of omployers with rate reductions under
tho laws of the resorve-ratio type & and those under
lnwa of the Cliffe ® and compoensable separations ?

 Californin, Hawall, Indinnn, Kansas, Kontueky, Nebraska, Now llamp-
shlre, Orogon, West Virginin, and Wisconsin, In South Dakota and Ver-
mont, eliglbility for rato wodifleation was dotermined in sceordancoe with
reserve-ratio requirenents, bui rates weore modified accordlog to tho ratlo of
beneflts to pay roll.  In theso two Biates, the objectivo of the rating plan was
to replenish omployera' roserves for averago annual benelt exponditures.

4 Alabnma, Texas, and Vieginia, Although the Minnesotn law closely
resembles laws of the Cliffe-plan type, it is not oxactly comparable, end theros
fore s omltted from tho following comparison,

I Connecticut.
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types. While 41 percent of all employers cligible
for rate modification under laws of the roserve-
ratio typo obtained roduced rates, noarly 85 por-
cont obteined rate reductions in the four other
States. This difference in oxperience may be
tracod to two romsons. While tho reserve-ratio
type laws aro not designed to produce a given
State-wido yiold, tho laws of the Cliffe-plan type
aro intended to roplenish the State fund for the
average annual amount of bonefits disbursed
during the 3 preceding yocars. Since 1938-40
benofit disbursomoents in those three States
averaged 1.4 porcont of average annual pay rolls,
the relatively small yield roquired under the
formula pormitted the assignmont of reduced
rates to most omployoers, The Connecticut law
containg no provision for rates in oxcess of 2.7

porcont and is designed to produce an average
Stato-wido yiold of 2.1 percent of pay rolls. Agg
result, a majority of all the omployers who wers oli-
gible for rate modification obtained reduced ratos,

In addition, the Cliffe and compoensable.
soparation plans tako account of the employoer's
oxporionce during only the 3 preceding yoars,
while most reserve-ratio type laws take account
of all cumnulative benefit and contribution experi-
ence. Although an omployor had to have at
least 3 yoars of contribution and benefit experience
in order to bo oligible for rate modification under
laws of tho reserve-ratio type, he needed sevoral
additional years of contribution experienco if his
account had been charged with a substantial
amount of bonefits, As indicated by tablo 2, an
omployor would have had to pay contributions

Chart 1.—Significant experience-rating provisions of unemployment compensation laws, 17 States, 19411

Re- Contributlen rates
qulred

eala —
of expo- Employer charged
ricnce | Indox of oxperfonco with | ;0P R Methad of rate com.

Btate Effectivo date Typo of fund with unomploymont rlsk ‘grm‘;flmlgc?ﬁ:mo putation Manl
unem- ploy Minlimum axl-
ploy- mum
mont

rlsk
Algbama.,_.....{ Aprll 140 ___. Pooled.........__... 3 | Deneft wages for past 3 | All base-period om- | Benefit-wape ratlo | 0.5, ... 2.7
yenrs dlvided ';-Y [I)ny iﬂoycm in propor- correlntec witly
roll for samo perled. fon to wages, lf,!luto expericnco
nctor.
QCalltornia...._.. January 1841..] Pooled..._.......... 13 | All past contributlons | All base-perfod em- { Scheduls of reservo | 1.0, ... .. 2.1
minns alt past bene. ployers in propor- ratlos.
fits divided by aver- tion (o woges.
ago atinual pay roll for
nst 3 years. .
Conngoticut. ... April 1M1, ... Poolod._........... 3 | Wagcesforiast 3ealendar | Employer who e | Schedulo of com- ) 15, ... 2.7
years dlvided by sim rloyc:l cinliant rensnble-soparn.
- of wookly benoflit it 4 of 8 weoks pre- fon ratio ¢lnases
amounts of benofit re- ceding compunsn. ench  contnining
clpdents, ble peried, an equnl amoyng
of pay roll and
dependent  upon
the comdition of
the fund.
HOawal......._. Apr.1,1041.__| Peolod.. . _......... 3 | All past contributions | AU base-porlod em- | Schedule of reserve | 0.......... 2.7
tninus all past bene- {xloycrs in propor- ratios.
fits divided by nver- lon to waoges,
age anhnanl pay roll for
past 3 years.s
IndianA..o.o.. ... January 1940__| Combined empley- $1 | 56 of 1036-38 contribu- | Dnso-poried em- | Schedule of reserve | 0.135. ...} 2.7
or-rogorvo and tions and all other ployers In inverse ratlos.
pooled. past contributions order,
aver 0,135 pereent of
snnunl pay roll minus
all poast benefts, di-
vided by pay roll for
Precodlng yoar.
Kansag_ . ___..__. Janusry 1041 Pooled ... ... _. 31 Al past contributlons | AN base-perlod am- | Schedule of reserve | 0.9........ 2.7
mlnus all past bene- ployers In propor- ratlos.
fits divided by aver- tion to wages.
ngo annna) pay roli for
lpmt 3 years.d
Kentucky. ...... January (641..| Employer-reserve.__ 41| All past contributlong | All base-perlod et- | Scheclitlo of reserve | 0. ... ... 3.7
mlnus all pnst bene- ployers In propor- ratlos,
fits divided by pay tlon Lo wages.
rotl for preceding year.
Minnesota. ... - January 1041__) Pooled. _........ ... 3 | Beneflt wages for past 3 | All base-period em- | Sehedulo of benefits | 0.5.. . 3.25
yenrs divided by pay ployurs In propor- whgo ratlo classes
roll for sarno perfa&. tlon to wages. ench  containing
an efqual amouni
' of pay roll. -
Nebrasks. ... January 1840. .| Employer-reserve. .. 1| AN past eonteibutlons | Base-perlod omploy- [ Scliedile of modifed [ Nat specl- 2.7
mingsall past honofits ers  In Inversp resorvo tatlos. flod 7
divided by pay roll for order.
proceding year.*

Hee footnotea at end of table.
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for at loast 4 yoars in ordoer to qualify for a reduced
contribution rate in some States, assuming that
po bencfits had beon charged to his account;
consoquontly, a longer period of contribution
oxperience would bo necossary in order to offset
whatovor bonefits had been chargoed to his account,

In Hawnaii, Minnesota, Nebraska, West Vir-
ginin, and Wisconsin, moro than 50 percent of the
rated employors wore assigned rates below 2.7
porcent (table 1). The relatively small propor-
tion of Kontucky employers with reduced rates
(16 porcent) was due primarily to thoe State’s
oxperionco-rating formula, which required om-
ployers to have an unusually high reserve ratio
to qualify for rato reductions.

Comparison of the expericnce-rating provisions
of tho 10 laws of tlie reserve-ratio typoe indicates

that difforonces in the number of employers with
reduced rates and in the distribution of such rates
are due, in part, to the date when employers first
beeame liable for contributions and to differences
in tho rato schedules.! Among those States, the
dates when employers would have had to begin
paying contributions in order to qualify for re-
duced rates varied by as much as 2 years; this
difference accounts, in pert, for the fact that the
porcentage of all subject employers who obtained
reduced rates varied from 8 to 53 percent (table 2).
In addition, contribution rates varying from 0.45

§ The discusston Immediately following i3 restrioted o plans of tho roservo-
ratio typo whioh took account of cumulative bonolit and contributfon experl-
once. In Alabama, Connecticut, Minnesgta, Tesas, Virginin, and Yormont,
asslgnmont ol contributlon ratos was bad on oxporience durlong theo 3 preced-
ing years only. In Bouth Dakota, rates woroe maodified on tbe basls of exper?-
ence during the 2 proceding yonrs,

Chart 1.—Significant experience-rating provialona of unemployment compensation laws, 17 States, 1941 '=—Con,

Reo- Contribution rates
quired
}'cnrs
oLexpe- Empioycr chargod
Biote Elfectlve dato Fypo of fund rlence | Indox of expericnos with for eoinpensabl Mathod of rato com.
with unomploymont risk unemployment putation Maxl-
unem- : Minlmum mum
nloy-
ment
risk
Now Hampshiro.| Jonuney 1048, .| Poeoled... ... ... 3 | All past contrlbutlons | Most recont ome- | Schodulo of roserve | 10,5 2.
minus all post bonelits ployor. ratios.
divided by averogo
psunual pay roll for past
3or 6 years, whichever
is groater.
Oregon._ . ........ July 1041 __. Pooled.. .. ........ 3 [ All past contributlons | Daso-perlod omploy- | Behedule of rescrve | 1.0........ 4.0
trinus all past bonofts ors In inverse or- ratlos,
divided by average dor.}
annual pay roll for
past 3 years,
Bouth Dnkotn. __| Janunry 1980, ] Employer-reserva. .. 42 | Benefils lnrJ)reoodiug 2 | Base-perlod employ- | Behiedule of bengfit | Not speci- 2.7
yenrs divided IJmey erdininversoorder.{ ratfos.tt fled.ul
roll “[or proceding
. year.
Toxns............| Jsnuary 1941 .| Poolod.... oo aao.. 3 | Dencfit wogos for post 3 | All base-perled om- | Behedule of bonofit- | 0.6........ 4.0
years divided b, (}'}ny {llnycrs it propor- wago ratlos corre-
rol} for rate period, fon Lo woges. loted with Btato
oxperienco faclor,
Vormont . _.._... Jonnnery 1048 Combined eimployer- ¢3 | lenofits rnrd)reeeding 3 | Baso-period employ- | Behodulo of bonefit | 10,54, ... 21
reservo and pooled, years divided by pay orain inverseorder.| ratlog$
roll for sama perlod.b
Virginda_........ Jamuary 1048, Poeoled. oo ooooo 3 [ Beuefit wages for past 3 | All Lase-period om- | Behedulo of botteflt- | 110.7.__.__ 2.7
years divided by pay iﬂoyors ity propor- wago rotlos corre-
rull for same perlod, jol to wages. latodl with Btato
oxperienice factor.!
West Virginbn...| January 1041, Pooled... ... .. ... 3| All past contributlons | ANl base-perlod em- | S8chadute of reserve | 0.9 . ... 2.7
minasall past henoflts ployers (o propor- ratloa,
divided by averagoan- tion to wages.
nual pay roll for post
3 years.
Wisconsin. ... ...} January 1038 [ Employer-reserve... 1| AN past contribullons | Most reeemt  om- | Behedule of reserve | Oo.ocoae... 4.0
minas all past beneiits ployers [ fnvorso ratlos,
dlvided by pay poll for order,
preceding year oraver-
age for past I vears,
whilchover s higher,

1 Ap‘nllcnhh' to 101! conteibution rates.

1y

w eliginle for o redaced rate for the flrst 6 months of 1041, an sinploycr

w3 also rogiired o have had 3 yonrs of eoutributioun expoerienco.

* No lower rato than 1.0 pereent in effect In 1041,

" Regulation 14-04, ndaopted Apr. 24, 1041

41,
n oxcess of 2.7 porcent not applicablo during Octoboer-Decombor

! Sincp henofit-paytitent sxperiencs was avallably only for 1039 and 1040,
oxporience with separations durlong 1938 constituled the third yoar of cxperl-
onteo with the risk of uttentrplay ment,

LK) fmnrs of contelbution experlenco nlge renuired,

Maximum rate of 2.7 pereont applicablo o 1041,
¢ Lstubtlishied by agency rulo.
t Misdmum rote of 0.6 poreent in 1911 established by ngeney rulo.
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19 Rales |
1

ofl.

3 Zero minimum based upon roeserve ratlo establishod by agency rule.

1 Minimum rate of 1.5 pereent for 1941 ostahlished by agoncy rule.

13 Minimumn rate of 1.0 percent applicable in 1941,

1 Al omployers with pay roll bolow $10,000 in each of 3 proceding yeara
troated as slngle cinployer,
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Table 2.—Contribution rates that would have been
assigned if emnployer had qualified for rate reduction,!
and percent of active accounts to which rates below
2.7 percent wero assigned in 1941, 10 States with
reserve-ratio plans

Year omployer | Conlrlbution Pereent of
must hoveo rato which actlve accounts
begun paying would bo te which rates
Stoto * contributions, aaslgned I helow 2.7
to qualify for omployer percent were
reduced qunlificd for assigned in
rato in 19417 | rate reduction? 1041
Callfornla_ . __............ 1038 1,8 8
Hawall. _________________. 1037 .44 48
Indiana.... 1037 1.7 31
Kansas._ ... ... 10937 1.3 37
Kentueky.oooommmmeana--- 1938 1.8 14
Nebraska. .. ... __..._.... 1038 .5 40
Now Hampshir 1937 2.0 32
MCEON . e o - 1937 2.0 22
West Virginla, . _..______ 1937 1.8 30
asfo. . oo 19838 1.0 B3

! Statutory provisions governing eligibllity for rate modification aro stated
ln terms of years durlnghwhlch benefits could have been charged te an em-
Ployer's account, but they have been converted to contribution Hability,

o make the data more comparable.

1 Bouth Dakota and Vermont excluded becausae 1941 rates nssigned on basls
of beneNt-ratio formula provided by sgency rule.

11t {s assumed that the employer's account has not been charged with
bcnelgts n‘?d that his pay roll has been uniferm throughout the perlod under
cons!deration.

to 2.0 percent would have been assigned to em-
ployers with identical benefit experienee under
experience-rating plans of different State laws.
Thus, a New Hampshire employer who first
became liable for contributions in 1937 would
have qualified for tho 2.0-percent rate i 1941
if no benefits had been charged to his aceount,
assuming that his pay rolls had remuained uniform
from year to year; a Hawaii employer with similar
experience could have obtained a rate of 0.45
percent. Morcover, a Kentucky employer had to
be liable for contributions in 1936 in order to
obtain any rate reduction and would have qualified
only for the 1.8-percent rate, but Wisconsin and
Nebraska employers could have obtained rates of
1.0 and 0.5 percent, respectively, even if they had
first become liable for contributions during 1938.
It follows that employers in the two Intter States
who had been subject to the law since 1936 ob-
tained very low rates even though soine benefits
had been charged to their accounts,

Contribution rates in most States tended to be
concentrated at the minimum or maximum, rather
than distributed ecvenly over the entire rate
schedule.? Approximately half of rated Virginia
employers and moro than one-fourth of those in
Connectieut, Minnesota, Nebraska, Texas, and
Vermoent obtained the minimum rate in 1941,

8 Bee the Bulletin, October 1941, p, 26,
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Reserve-ratio requirements coupled with brief
contribution experience may account for the con-
centration of employers at the maximum in gome
States. Under the Indiana law, for example, an
cmployor could obtain a reduced rate only if he
had become liable for contributions in 1937 and
had beon charged with only a small amount of
benefits in the succeeding years,' had exporienced
n substantial reduction in pay roll in 1940, or had
made a voluntary contribution. Because they
failed to meet these or similar requirements, 72
porcent of all rated Chalifornia employers, more
than GO percent of Indiana, South Dakota, and
Vermont employers, and between 46 and 54 por-
cent of thoso in Kansas, New Hampshire, and
West Virginin were assigned the maximum rate in
1041 (table 3).

In Minncsota and Nebraska, 34 and 45 percent
of the rated employers, respectively, obtained the
minimum rate and approximately the same pre-
portion received the maximum rate. Minnesotn
employers are arranyed nceording to their benefiei-
ary-wage ratios and assigned rates based on a
division of the array into 13 pay-roll groups.
Employers with pay rolls of less than $5,000 con-
stituted more than 40 pereent of the State total
and were responsible for the bi-modal distribution,
for they were nlmost equally divided into the
minimum and maximum rate ciasses.  Provisions
peculiar to the Nebraska plan for rating employers
resulted in a clustering of employers at the mini-
mum and maximum in 1941,

In 8 of the 11 States which permit employcrs’
contribution rates of less than 1.0 percent, more
than one-fifth of the rnted cmployers were assigned

1t 'he reserve necounl of an Indiann employer whase tasable pay rell had
remalned uniform sinee 1937 wouhl have been credited with nhott 8.9 percent
of his anninal pny roll at Lthe eloge of Y0, provided that no henets had been
charged Lo hig account, nrdd he wanld have qualificd for n redaced vate (n that
he met the 7.5-pereent reserve-ratio requbrement. 1 henefits chnrged to his
accpount during 19039-10 wern more than half the amouut of hils annuanl contrl-
bittion during any one of these yenrs, he woulbd have had n reserve halanco
of less than 7.5 pereent and would have been Ineligibdo for o rate reduction.

. " Coniribn-
:i:::]].:rli]mlﬂ ttons erediterd
Yeor (percend of { (P omployer's
annunl pay ¥ ('”“l',"' l"'r'l
voll} cont of annun
pay roll}
27 0.0 8. 880
1,8 1. 500
2.7 2. 250
2.7 2. 605
2.7 2. K05

Social Security



guch rates in 1941; approximatoly one-half of tho
Nobraska accounts and three-fiftha of those in
Hawaii obtained rates below 1.0 percont,

Voluniary contributions ' were of significance
in tlhe nssignment of modified rates in 1941 in at
lenst 2 of the G States in which such payments woro
made. InIndiana, 897, or almost one-third of tho
3,266 employers who obtained reduced rates, mado
voluntary payments. Only 570 employers had
qualified for rate reductions prior to making these
payments and obtained even lower rates ns o result.
Of the 1,108 Kentucky employors obtaining rates
lower than 2.7 pereent, 162 or 15 percent had mado
voluntary payments. Only 48 of this group
would have reeeived reduced rates had voluntary
contributions not been permitted. TForty-four
additional employers made such payments but did
not qualify for rate reductions.

Wisconsin and Nebraska exrperience, 1939-41.—
Examination of the experience of Wisconsin and
Nebraskn employers with modified rates during
103941 and 194041, respeetively, may throw
some light on the future operation of experience-
rating provisions in the States where modified
rates first took effect in 1941, The faet that the
relative number of employers obtaining redueed
rates in these two States inereased markedly
during the sceond year of experience-rating opera-
tions, along with the generally low levol of benefit

I Yaluntery contritnitions are designed to mafntain n high roserve ratlo by
offsetting the drofn of henefit panyments upon individual aceounts. Rate

reduciions resultang therelrorn ohviously do not measure experlence with the
rlsk of unemployment,

Table 4.—Distribution of Nebraska and Wisconain rated
accounts with given contribution rates, 1939-41

Nobraskn Wisconsin
Contribution rato
1040 1941 1030 1840 1041
Number, lolal..... 3,858 3, 158 7,113 8, 184 5,841
Porcent, total . _ . 100.0 100.0 100.9 100.0 100. 0

! Includes 143 nceounts with contributlon rates betwon 1.8 and 2.5 porcont,
Incluslvo, In 1040, and 87 In 1041,

expenditures during 1941, would indicate that the
general level of contribution rates will decline
during 1942. While 40 percont of Wisconsin
employers obtained reduced rates in 1939, the
proportion rose to 61 percent in 1940 and 66 por-
cent in 1941 (table 4), In Nebraska, 31 percent
obtained reduced rates in 1940 and 52 pereont in
1941. )

Changes in the distribution of contribution
rates nssigned Wisconsin accounts in 1939, 1940,
and 1941 may be mado clearer by an examination
of tho distribution of rates among the 6,971
accouuts eligible for rate modification during each
of tho 3 years (table 5). Of 3,682 accounts with
the 2.7 rate in 1939, only 30 porcent had tho same
rate in 1940 and only 23 percent in 1941, while 58
percent obtained reduced rates in 1940 and 70

Tablo 3.—Pcreentage distribution of rated experience-rating accounts by 1941 contribution rate, 17 States

1941 contribution rats (percent of taxablo pay roll)
. Rated
e M| ot |00 [oa3s-00| vo-ts | veas [ Towd | gp | Totsl | po0aq | azag
oin . ' ' R e below 2.7 . above 2,7 “ " r
Toial number of rated accounts . ... 101,088 | ... £, 007 18,0645 £4, BO5 15, £03 61, 060 35, 283 14,815 10,787 4,018
Percent, totnk __. ... L0 AU 100.0 2.6 6.3 2.3 13.8 55.0 3.7 13.3 0.7 e

Albsbamin. ... ... . .. ... 3, 0% . 3.1 18.0 70.4 20.6
Califerndn ©_ "0 00T IR 14,135 . 5.8 2.2 28.0 72.0
Conncctlend . ... ... .. ... ... .. 7,472 X 40.2 48.1 88.3 1.7
Mawnii...._ . . ... 4, M8 . .7 0.7 2.5 70.3 2.7
Indionn.... .. . . 8,012 ) . 8 15,0 foomeneea. 36,7 03.3 |.

ansns. .. .i....... 3,410 100.0 |..... 1.7 7.4 .. 40.1 50.0
Kentueky ... ... ... ..__..__..._..._. 1 6, 360 100. 0 Lo ... M5 | 16.4 05.0
Minnesotn. ... . ... ... ... 24, 010 0.0 ... 8.7 12,1 8.8 8.0 [ ...
Nehrska ..., LT 3,158 100.0 {._._..__.. 46.1 0.3 .4 51.8 48,2
New Hampshire . ... ... ... ... 2,734 1000 | ... b . 0.5 40.0 40,5 53.5

ICRON ... . el B, 031 100.0 |ooeee e Lt 1.5 22.2 3.7 30.9
South Onkota ... L t, 037 100. 0 0.7 20. 6 7.7 1.3 a6.3 3.7

BXAS. .. 10, B58 0.0 f.ooooo o 20,7 3.7 10.4 80.8 |.._.___..
Vermont .. ] 082 100.0 (oo oo oo 32.3 2.5 34.8 03,2
Virginin. ... 00 ool 5, 142 wn.o | | 5.8 33.8 00, 0 10.0
West Virginin, . 00000000 R 2,015 100.0 |......._.. 17.5 3.3 .. 5.8 40,2
Wisconsin, ... .. e 0, Gil 100.0 b O 4,2 | 05.1 29.0

I Excludes 34 Kentucky neecaunts with rates nol determined.
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? Rates above 2.7 percont effective only during July-Septomber 1941,
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percent in 1941, On the other hand, only about
6 porcent of these nccounts were assigned in-
creased rates in 1940 and 1941,

In contrast, of the 2,691 accounts with redueed
rates in 1939, 87 percent obtained reduced rates
both in 1940 and 1941, while about 11 percent
weore assigned the 2.7-percent rate in these years;
only about 2 percent had rates above 2.7 percent.
While employers with reduced rates tended to
retain such rates, more than half of thoso with
increased rates in 1939 shifted into the 2.7-pereent
rate bracket in subsequent ycars. This change
may be attributed, in part, to the low level of
bencfit expenditures during 1939 and 1940, as well
as to tho operation of the formula for rate assign-
ment; these-factors tended to move an increasingly
large number of employers each year out of the
2.7-percent rato group into reduced rato classes,
as cumulative contributions exceeded tho amount
of benefits charged to their aceounts by an in-
creasingly large amount.

The same tendeney for employers with the 2.7-
pereent rate in 1940 to obtain reduced rates in
1941 and for ecmployers with reduced rates to
rotain such rates is also evident in the experienco
of 2,716 Ncbraska cmployers cligible for rvato
modification both in 1940 and 1941 (table G).
Tho proportion of such accounts with reduced
rates increased from 36 percent in 1940 to 57
percent in 1941, Of the 1,749 accounts paying
contributions at the 2.7 rate in 1940, 43 percoent
obtained rate reductions in 1941, On the other
hand, almost 80 percent of the accounts which were
subject to the minimum rate in 1940 continued to
be at the minimum in 1941; many of the remaining
employers who had rate reductions in 1940 had
even lower rates in 1941. Of 1,159 employers
with the 2.7 rate in 1941, 86 percent had been
paying contributions at this rate in 1940; 46 per-

Tablo 6.~—1941 contribution rates of Nebraska employers
with given 1940 rates !

Rated 1040 contribution rate {porcont)
a
1641 contribution rate accounts
2.7 2,8 2.0 1.6 1.0
Numbor
Total_._____.... 2,716 | 1,740 20 30 78 833
b 1,180 (0] 12 12 12 127
B eecaeaneaaecnaannnn 0 0 0 0 0 0
O 13 9 1 0 9 1
180l 70 67 0 0 3 0
I 119 00 0 3 H %
[+ S PPIPIPION 1,365 621 7 21 47 849
Porcontage distribution Ly 1951 mta
Tota)...oceeeene 100.0 [ 100.0| 100.0 | 100.0[ 100.0| 100,
a7 12,4 80, 0 00.0 333 10.0 1.3
2.5 0 [} 0 0 0 0
2.0 - .5 5.0 0 2.7 1
L& 2.6 3.3 0 0 4.0 1.2
1, 4.4 3.8 0 8.3 14.7 4.7
0.5 40.0 35.5 35.0 28. 4 2.8 8.8
Perceatogo distribution by 1840 rate
0.7 1.3 2,8 30.8
L0 1.0 1.0 1.0
TR o |7 TN 7.7
0 ] 4.3 1.3
0 2.5 0.2 32.8
N1 1.6 KN 18.4

1 Excludes nll accounts from which benofits woro not payablo for ontlrs
enlendar yoars 1939 and 1040,

cent of the 1,355 employers with the 0.5-percent
minimwn rate in 1941 had been subject to the
2.7 rato in 1940.

Rates in excess of 2.7 percent.—The laws of 5"
of the 17 States provided for the assignment of
contribution rates in excess of 2.7 percent to
employers who had adverse employment experi-
ence. As was the case with rate reductions, the
proportion of employers receiving increased rates
varicd considerably from State to State—from 9

B Kentueky, Minnesets, Oregon, "Fexas, and Wisconsin,  Tn Indiann, tho
3.7-pereent maxlinun rate does not becomeo applieablo until 1943,

Table 5.—Number and percent of Wisconsin experience-rating accornls assigned given 1940 und 1944 contribution
rates, by 1939 contribution rates

in 19

Accounts with rates :;leow 2.7 pereeint | 4 eoounts with 2,7-pereent eate In HH9 [ Accounts with 3.2-poreent rate In 1839

Conlribution rate 1940 1941

812 14] 11 L 1041

Numbter | Percent { Number | I'ercent | Numnber | Percent { Number | Percent | Number | Percent | Numbier | Pereent

2,001 [LLUNY 2,6Mm 100, 3, 682 108, O 3,082 100.0 g 100, 0 604 100.0
2, 153 §7.4 2, 340 86.0 2,110 681 2, 7 L e 1 L7
203 1.9 281 1. & 1,322 450 B3 2.0 300 L7 37 £6.3
15 L7 T A 220 6.0 241 6.6 2RY iX. 3 251 42.0
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percent in Wisconsin to 40 percent in Minnesota,
These variations may be attributed to the type of
rate structure and the nature of industrial activity
in oach State. Ifor example, the relatively high
proportion of Minnesota accounts with ratoes
higher than 2.7 percont resulted from the require-
ment that the same amount of pay roll as taxed at
less than 2.0 percent be taxed at higher rates.
The influence of the nature of State industrial
activity upon the proportion of accounts with
inereased rates may be indicated by the fact that
in Oregon almost 20 pereent of all employers were
ongaged in the highly seasonal construction and
Jumber industrics and approximately 72 percent
of them reccived rates above 2.7 percent (table 9).

In Wisconsin the number of accounts with rate
increases remained [airly constant during the
3-year period 1939—41.  Almost half the accounts
with increased rates in 1939 rotained these rates
in the 2 succeeding years, and the remainder moved
into the 2.7 bracket.'® Approximately 40 percent
of thoe accounts paying contributions at increased
rates in 1940 and 1941 had been subject to the
2.7 rate in 1939,

Effect of Modified Rates Upon Yield

It ig estimated that the operation of experience
rating in 1941 reduced the yield from employer
contributions in the 17 States under consideration
by $58.1 million or 23 percent (table 7); for the
country as n whole the loss approximated 0
percent.  In IHawaii, Nebraska, South Dakota,
Texas, Virginin, and Wisconsin, the reduction
exceeded 40 pereent.  In addition, modification
of cmployee contribution rates in  Alabama
reduced the yield by $1.1 million.*  Although
1941 collections understato the effect of these rato
reductions, because a portion of them cousisted of
contributions ni the higher 1940 rates, it is inter-
esling Lo observe that 1941 beneflit expenditures
were less than hndf of 1941 colleetions in all States
except California, Minnesota, and Nebraska; in
the latter States, benelit payments were less than
two-thirds of collectlions.

Assunting that the distribution of 1941 pay roll
by employer contribution rates was the same as
in 1940, it was estimated thal the colleetions based
on 1941 wages were reduced to less than 2.0

N Ten of the 508 accounts suhject to Inereased rates in 1030 obtained rate
reduactijons in 1911,

I Kentucky nlso modified cmployeo contrlbution rates, hut the resulting
loss in rovenuo wns Inslgnificant,
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Table T.—Estimated effect of axperience rating on em-
ployer contributions, 17 States,! 1941, as of May I,
1942 ’

fAmounts in thousands)

Esti- | Lossin rovanus
Egtl- | mated
Aver- | matod | contrl-
Estimated (ago con-| contrl- {butions
State L\}il tox- tﬂbu- bl:l.loi:s at avor-
ablo wages on | atrate [age con-
rato | of27 | tribu. | Amount [Percont
tion
rate
Total....... $0, 482, 300 2.1 18250,022 [$197,057| €53,008 2]
Alsbama s ._____. 376, 000 2.0 10, 182 7, 520 2,033 28
Colfforniad_.. _.. 2, 510, 000 2.4 | 07,770 , 240 s 11
Connocticut.. ... 883, 000 2.2 | 23,841 7 10,420 4,418 19
Hawall 1.4 2,835 { 1,470 1,808 43
Indinna 2.2 , 700 , 200 5, 19
Kansas 2.0 5,751 | 4,200 1,491 20
Konlucky ? 2.0 1, 685 ), 358 4
Minnoesotn 2.1 | 13,82 | 10,752 3,072 ]
Neobraska 1.3 3,837 1,703 1,84 52
Now IHampshiro. . 130, 000 2.5 3,753 | 3,475 o 7
Orogon. . ___._.... 320, 000 2.8 8,802 | 8,478 326 4
Bouth Dakota._.. 41, 600 1.8 1,123 8i6 487 41
‘T'oxas._ ... . 024, 000 18| 24,048 | 13,800 11,088 4“4
Vormont. - a9, 700 2.4 1,882 1 L6713 200 11
Virginla..._._____ 810, 000 1.0 14,013 | B, 804 8,700 41
Wost Virginia. ... 481, 000 2.4 12,887 | 11, 544 1,443 11
Wisconsin........ 797,000 1.4] 21,810 ] 11,188 10, 301 18

1 Estitnated avorngo contrlbution mtas based on distributlon of 1940 taxabla
wnges by contribution ratos nssignod in 1041, ModIflod mtes offective Jan, 1
1(51 1}!1 ?mlos but Alabama, Connectlcut, and IHawall (Apr, 1), and Orogon

uly 1).

1 Alabama, Californla, and Kentuoky laws provido for omployes contri-
bhutions at noriel mte of 1 porcont. In Alabama, whore avornge employeo
rito waa 0.7 porcont, yiold was reduced by an addltional $1.1 milllon, on-
Ituc{kyial.\m ?lodlﬂod' oniployoo rates, but tho rosulting loss {o revenuo was

nsignificant,

percent of pay rolls in Iawaii, Nebraska, South
Dakota, Texas, Virginia, and Wisconsin; to
2.0-2.2 percent in Alabama, Connceticut, Indiana,
Kansas, and Minnesota; and to 2.4-2.6 percont in
California, Kentucky, New Hampshire, Oregon,
Vermont, and West Virginia.

The 1940 pay rolls of employers with contribu-
tion rates below 1 porcont amounted to approxi-
mately $770 million and represented about one-
fifth of the total tnxable pay roll in the 11 States
where such rates wore offcctive and one-tenth of
the 17-State totol (table 8). In contrast, about
$317 million in pay rolt was taxcd at rates ahove
2.7 percent. The latter sum represented 4.2
percont of the pay roll for all 17 States, and 13
percent for the 5 States whose laws provided for
rates above 2.7 percont.

The proportion of pay roll subject to these
rates varied considerably among States. Pay
roll subject Lo contribution rates of less than 1.0
poercent ranged from 0.5 percent of the total in
Kenlucky to 60 percont in Hawaii; pay roll texed
at incrensed rates varied from 5.5 percent of the
total in Wisconsin to 27 percont in Minnesota,
About onc-fourth of Wisconsin pay roll was tax
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exempt during 1941, and an additional two-fifths
was taxed ot the 1-porcent rate. One-third of
the total pay roll of Texas employers was taxed
at contribution rates below 1 percont and less than
one-tenth ot rates above 2.7 percent.

Analysis of Rates by Industry

The proportion of accounts in given industries
with reduced rates varies considerably among
States because of differences in rate schedules,
the number of years in which eoxperience-rating
provisions have been effective, and employment
patterns, A greater proportion of the employers
in the industries normally characterized by stable
employment—finance and trade—obtained rato
reductions than in any other industry; reduced
rates were least common among employers in
the irregular and seasonal industriecs—mining
and construction (table 9). !

In the five States which assigned contribution
rates above 2.7 percent, there were wide variations
among industries within a State as well as between
States., The fact that increased rates were as-
signed to nearly 50 percent of Oregon manufac-
turers, compared to 6.7 percent in Wisconsin, may
be explained in terms of the irregular oporations
of the lumber industry, which accounted for about

two-fifths of the Oregon manufacturers. In Wis-
consin, on tho othor hand, lumber manufacturers
represented only 6 percent of all munufn,eturing
employers. '

Mining.—The proportion of mining einployors
with reduced rates in 1941 varied from 6.5 porcont
in Kentuecky to G1 percent in Texas.!® In the 17
States, rate reductions among mining employors
averaged 33 percent, compared with an averago
of 56 percent for all industries. Tho relatively
small proportion of rato reductions in mining may
be explained, in part, by the indusiry’s high ratio
of benelits to contributions. In 1940, for example,
benefit payments for all industries equaled 61
conts for each $1 of contributions, while the min-
ing industry paid 91 cents for ench $1 of contri-
butions.

Between 37 and 61 percent of the mining
cmployers in Cliffe-plan  States obtained rate
reductions, If these States and Connecticut are
omitted from consideration because the operation
of their lnws, as previously explained, resulted in
the assignment of an unusually high proportion
of reductions for all employers, 18 pereent of the
mining employers eligiblo for rate modification in

1 In Connecticut 74 percent of tho minlng cmployoera abtalned rate redue-
tions, hut tho industry empleyed a relntlvely inslgnifieant preportlon of the
Htate's covered workers,

Table 8.—Estimated average 1941 contribution rate and ddistribution of 1940 pay roll at specified 1941 contribution
' rates, 17 States
[Amounts o thensands)

1940 il for all 0 Distelbution of 140 pay roll at spocified 104t contributlon rate
pay roll for alt experl- i
Esti- ence-rating accounts
mated Bolow 2.7 percont Aboveo 2,7 porcont
average 2,7 percont Nl
Btate c‘;gﬁ[ Percentinge Total al re- ‘I'otal at In-
bution distribution 0.0 0.01%5- 1.0-1.8 [1.0-2.6 duced ratos creased rutes 2:’1;— 274
rato Amount peri pér- por; peri T Dt f:ér- mri
oen con con con
s | B | 7 | oo wmount | X8 | Ao, | 15 | o, 87 | <0
Total.euenn oo e 1$7, 519,220 | 100.0 $3,770,005 | 50.1 ;%3,430,B67 | 45, 7 |$317, 201 42 2.7 [
Alabanma3 ... 2.0 267, 007 3.0 107,300 | 73.8 70,000 ) 204 )
Chalifornia. . ..........._. 2.4 2,018,336 20.8 531,783 | 20,6 4 . Y I,
Connecticut 3, . 2.2 749, 220 10.0 440, 238 | 8.7
Hawali*_ ___ 1.4 40, 605 .9 61,807 | 74.5
Indiane. 2.2 814,737 10.8 240,080 | 30.3
Kansag__ 2.0 169, 477 2.3 100,741 | 04.8
Kentucky. 2.6 1277, 012 3.7 48, A25 | 17.5
Minoezola. - 21 484, 771 8.0 278,027 | 61,1
Nebraska___________..__ 1.3 117, 005 L& 78,305 | 60.5
New Hampshire....._.. 2.6 108, 215 1.4 44,0640 | 40.7
Oregond . _ .. .._...... 2.0 240, H1 3.3 80,302 | 32.0
South Dakota. 1.8 38, 921 B 22,310 | 87.3
Texas_____. 1.5 7012 10.3 0600, 501 | 78,0
Yarmaont 2.4 54,410 .8 13,707 | 24. 4
Virginia. 1.6 04, 227 4,8 200,403 | 71.0
West Virginl . 2.4 £ 345, 851 1.0 17,5660 | 310
Wiseonsin...___.. ..___. 1.4 644, 885 8.6 421,180 | 05.3

1 Tncludea $83,000 pay roll for aceounts with rato not determined,
3 Modifled rates effective Apr. 1, 1041,
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¢ Modifled rntes cffectivo J'luly 1, 1941, Hates abovo 2.7 percont offective.

unl{]tlurlng 3d quaricr of 1041,
4 Based on average annual pay roll.
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the remaining States obtanined rates below 2.7
porcent. In Indiana, Kentucky, and Oregon,
reduced rates were assigned to less than 10 pereont
of the employers engaged in mining, In Indinna,
employers in mining had benefit charges of $1.34
for cach $1 of contributions in 1940, as compared
with 43 cents for all employers in the State (table
10). Again omitting the Clifle-plan States and
Connceticut, the proportion of mining employers
with reduced rates was less than hall of the
average for all industries in every State except
California,'® Kansas, and South Dakota {table 9).

In the five States where contribution rates
nbove 2.7 percent were clfeetive, such rates were
assigned to between 30 and 73 percent of mining
employers.  In XKentucky, Texas, and Wisconsin,
the relative number of mining employers with
inerensed rates was more than twice the average
for all industries.

uThe relatively favorable experience of mining employers in California
13 Inrgely e 1o tho fact that tho prineipnl activity classified in that indus-
try division, petrolemn productlon, {3 charncterized by relatively stablo
employent,

-

Construction.—In 14 States, construction em-
ployers obtained relatively fewer rate reductions
than employers in any other industry division; 17
this difference is attributable to the unstable
character of the industry. During 1940, $1.566 in
benefits was charged to employers in construction
for ench $1 of contributions, as eompared with 61
cents per $1 for all industries. While more than
50 percent of the rated construction accounts in
Conneeticut, Hawaii, and Vivginia obtained rates
below 2.7 percent, less than 10 percont in 9 other
States ' received rate reductions; more than 95
percent of the Indiana emnployers in this industry
and all of those in Vermont continued to pay
contributions at the 2.7-poercent rate. Only in
Hawaii, where the defense program occasioned
accelerated construction activity, did tho propor-
tion of construction employers with reduced rates
approximatoe that of the average for all industries.

1" In Oregon the samo proportion of mining and construction accounts
received reduced rates.

18 California, Indiang, Kansas, Keniucky, Nobrasks, New IInmpshiro,
Oregon, Bottth Dakola, and Yermont.

Table 9.—Percent of rated evperience-rating accounts with 1941 contribution rates below and above 2.7 percent,!
by inedustry division, I7 States

Porcont of accounts with rates below and abovo 2.7 pereent
Industey division Total? ];}‘l:"'“ fﬁﬁ“n :u-(é?ir(]:;u ITawali [Inddiana[Kansas Kontucky! Minnesota bﬁ;’!}a
Helow | Above | Below | Helow | Below | Below | Delow | Delow | Below | Abovo | Delow | Above | Delow
B I RN 05.0 13.3 70,4 28.0 B88.3 70.3 30.6 410.1 10.4 18.49 58.0 40. 4 51,8
MINIE . e e i a4 22.1 37.4 10.4 74.1 { 8.2 28. 2 0.5 50.0 26.8 73.2 L]
Conslructlon. . . 211 34,0 47.4 0.4 0.2 05, 4 3.8 5.5 0.0 40.1 11.4 88.6 0.8
Manulnetur g, .o e e e 49.7 1t.1 07.0 221 83.8 75.8 33.3 57.7 20.7 13.0 54.1 45.9 50.1
Transportation, conununlentlon, sl other
]nlhflc wtilitles. ... ... e ammana 4.8 1.8 g2.1 32.9 02.0 07.3 32.2 40.8 11.2 10.6 57.0 43.0 41.8
Wholesala and retafl trade. .. ... 60, 7 11.1 92. 1 32.0 08,7 08.2 42,7 53.7 17.2 13.5 0Lt 8.0 56, 8
Finanee, ingurnnce, and realestde. ... ... 74.1 0.6 0.2 i7.1 07.2 B2.0 0.0 80,1 20.8 5.0 80.1 10.9 4.8
Borvieo Industelea. . ... .. . I, h8.2 12.7 00.7 2.5 00.7 75.0 3.2 30.6 10.1 4.4 7L1 28.9 40.0
Estnblishments not elsowhere elassifiod..___ . 457 25.0 (O] 1.2 4.7 (] [CH] (U] 10.7 14.3 44.3 85.7 m
Pereent of accounts with rates below nnd above 2.7 peroont
:IIN““' b} Sauth T Vermont | Virginin | 4 958 Wiscons[n
s?lll]:cl;' regon Dakota 'exns ermo 4 Virginla
Below Delow | Above | Helow | Helow | Above | Bolow Bolow Bolow | Below| Above
B 1 R 40.5 33.7 5.4 30.3 B80. 7 19.3 34.8 00.0 53.8 Gh.1 8.9
Minfng......... e e emescm—amieans ()] 0.4 50.4 0.4 01.3 38.7 [U) 441.0 5.5 20,0 20.7
Construetlon. ......_........ _ 7.4 2.4 72.2 0.9 43.7 50.3 10 70.1 12.2 20,0 3.7
Muanufacturing 3.0 22,0 1.0 32,0 70.3 .7 10.8 8L 410 a3.0 0.7
Transportation, communication, nnd other
Jmh le mtitittes. ... ... 58,3 40.4 24.7 42.0 74.6 25.4 41.5 .8 50.6 08.0 0.9
Wholcanle and retall trade. ... .. 57.2 10.0 20,2 40.0 0.5 0.5 50.0 9.7 08.4 74.1 2.2
Finanee, Jusurance, and renl estat 87.7 05.6 12.9 2.1 93.2 0.8 78.8 00.7 80.2 85.8 2.1
Serviee industries... . ............. A4, 2 38.2 20.4 313 88,2 i1.8 22.8 0. 1 50.8 04.8 13.4
Establishunents not elsewhoro classifled . ... )] 10.4 42.0 (1) 50.0 43,4 )] [O0] () 50.0 26.0
I Rates nhove 2.7 percent offective during 194t only in Keutueky, Minne- ? Exeludes 34 Xentucky nccounts with rate not determined.
soln, Oregon, ‘Fexns, and Wiseonsin; in Oregon, efective only in July- 1 Not computed; less than 26 rated acoounts in industry division
Heptembor 1941, 448 nted nccounls in construction nssigned rate of 2,7 percent
Dlletin, June 1942 21



Table 10.—Ratio of benefits to contributions in 1940
and percent of rated accounts with reduced rates in
1941, for construction industry and all industries, 17
States

Hatlo (percent) of | Porcont of rated ac-
benefits to contrl- counts with reduced
butions rates

Stato
Al {ndus- | Construe- | All indus- | Construe-
trics tion tries tlon
Alabama_.._..____..____ 48 118 0 47
Calltornia...._.. - 87 130 28 0
Coonnecticut 26 08 a8 60
Hawail . 13 17 70 05
Indisna 43 178 37 4
Kansas._ __ - 44 188 40 .3
Kentucky._ - .- 45 (U] 10 0
Minnesots. .c.ooooe oo BO 476 60 11
Nebraska. .o ooooouea_.. 74 3 52 1]
71 137 48 7
62 164 H 0
30 187 38 7
44 11D 81 44
50 213 35 0
58 06 90 70
38 110 54 12
39 131 65 21

t Data by fndustry not reported.

In the 3 Cliffe-plan States and in Conneecticut, the
proportion was more than 50 percent of the State-
wide average. In Indiana, Kansas, Minncsota,
Nebraska, New IHampshire, Soulh Dakota, and
Vermont, the proportion of construetion accounts
with reduced rates was less than 20 percent of the
State-wide averago for all industries.

The proportion of construction accounts with
rates abovo 2.7 percent was more than twice the
average for all industrics. In Minnesota and
Oregon, more than 70 percent of these employcers
were assigned suech rates.
pereent, reported the lowest proportion of con-
struction accounts with increased rates. It is
safe to agsume that in the States where the maxi-
mum rate was 2.7 percent a large proportion of tho
employers in this industry would have had rates
abovo 2.7 percent if such rates had been provided
by law.

Finance, insurance, and real estate.—In contrast
to the expericnco of the mining and construction
industries, employers in finance, insurance, and
real estate had the largest proportion of accounts
with reduced eontribution rates in cach of the 17
States; in eight States the proportion was 50
percont greater than tho State-wide average for
all industries. Among employers in the finance
group, the proportion of accounts with reduced
rates varied from 27 percent in Kentucky to
approximately 100 percent in Alabama and
Virginia and was less than 50 percont only in
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Wisconsin, with 36

Kontucky and California. In 10 States, contriby-
tion rates below 2.7 percent were assigned to moro
than 80 porcent of the finance accounts eligible for
rato modification. As might have been oxpected,
rolatively fewer omployers in this group had
contribution rates in oxcess of 2.7 percont than
in any other industry. Whilo 20 percent of tho
Minnesota accounts in this group hind rates above
2.7 porcent, less than 7 percent of those in
Kentucky, Toxns, and Wisconsin obtained such
rates. :

Wholesale and retail trade~The expericnce of
trade employers had an important influence in
delermining the State-wide expericnee with respect
to rate modification, in that between one-thivd and
onc-half of all subject cmployers were in this
industry division; 61 pereent of employers in trade
who weroe cligible for rate modification obtained
reduced rates in 1941, as compared with 55 percent
for all industrics. The proportion of irade em-
ployers with reduced rates ranged from 17 percent
in Kentucky to 97 percent in Virginia and reached
60 percent or more in ecight States. In all States
except ITawaii, the proportion of employers who
obtained rato reductions was higher than for the
State as a whole. On the other hand, the number
of cmployers in this division with rates above 2.7
percent ranged from 3.2 percent in Wisconsin to 39
percent in Minnesota. The propovtion (11 per-
cent) of all trade employers with rates nbove 2.9
percent was slightly below tho average for all
industries, The ratio of benefits to contribulions
for employers in the trade division wag 56 cents
for each $1 of 1940 contributions, only slightly less
than the all-industry figure of 61 cents.

Manufacturing—Employers in manufacturing,
although not as numercus as those in trade,
accounted for a substantial portion of Sinte pay
rolls; consequently, their rate-modification experi-
ence has an important bearing upon the (otal yield
to the unemployment compensation fund. Iixam-
ination of e experience of individunl States
indicates that the proportion of manufacturing
accounts with rate reductions ranged from 20
percent in Vermont Lo 84 percent in Virginia; in
nine States, more than half of all rated employers
in manufacturing obtained rates helow 2.7 percent.
Only in four States, however, did the proportion
of rate reductions among manufacturing employers
excecd the State-wide average {or employers in all
industries.
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Since many activities comprised within this
industry division are characterized by unstable
employment, it is not surprising that the propor-
tion of menufacturing employers with rates above
9.7 pereent oxceeded the average for all industries
in three of the five States which assigned such
rates.”® The proportion of Kentucky and Wis-
consin manufacturers with incrensed rates was
only slightly below the State-wide average.

The low proportion of reduced rates obtained
by Vermont employers can be attributed to the
geasonal nature of two manufacturing industries—
Jumber, and stone, clay, and glass—which com-
prised two-fifths of all rated manufacturing
accounts. Omnly 11 of the 142 rated employers in
these industries obtained reduced rates in 1941,

In New Hampshire, the experience of the shoe,
textile, and lumber-manufacturing industrics,
which together accounted for more than two-fifths

" As hns been noted nhove, the low proportion of Oregon manuinetiring
employers with reduced rates and the high proportion with Increased rates
refeet the expericnce of the lumber-monnfacturing industry, which nceounted
for spproximntely two-fliths of all emplayers In this industry dlvislon. 4

of the manufacturing omployers eligible for rate
modification, contributed to the fact that only
onc-third of all manufacturers obtained rate
reductions; only onc-fifth of the omployers in
thiese three groups obteined reduced rates in 1941,

Other industries.—TFrom 11 (Kentucky) to 95
percont (Virginia) of the transportation end other
utilitics accounts had reductions in 1941; in nine
States, 50 pereent or more of the accounts in this
industry had such reductions. A high proportion
of public-utilitica eccounts obtained rate reduc-
tions, but their oxpericnce was offset by the
relatively poor experience of the more numerous
transpertation accounts. In scven States, the
proportion of accounts in all industrics with
reduced rates excceded that in transportation
and other public utilities. The proportion of
such accounts with increased rates varied from
approximnately 7 percent in Wisconsin to 43 por-
cent in Minnesota.

In tho service industry, the proportion of em-~
ployers with reduced rates ranged from 16 percont

able 11.—Percent of rated experience-rating accounts with 1941 contribution rates belotw and above 2. czreent,l
T 9 p
by average annual pay roll, I7 States

Pereent of acoounts with rates below and above 2.7 poreont
Aversge annual pay roll Alabama |Callfornia Cﬁ'é::fc' Hawall | Indinna | Kansas Kentucky ? Minnecsotn Nobraska
Below Below Iclow Delow Detow Delow Delow | Above Balow | Above { Delow
Totnd . .4 23.0 88.3 70.3 30.0 40.1 10.4 18,0 50.8 40.4 51.8
Not classified 10 10 g 0 30 1D 4,2 3.4 48.0 51.4 51
Classifled ... w4 29.0 88.3 70,3 30.7 410.1 17.1 17 0.4 30.0 53.0
Below _$5,000 07.8 262 5.0 65.8 32.2 40,2 12.1 20,5 59,7 40.3 0.9
,000-0,%00. . TET 21,1 88.0 71.0 28.9 ar.1 13,0 17.2 53.5 4L.5 49.3
10,000-10, 0K} _ L. B, ¢ 27. 5 0. 4 83.0 i) §l.0 18.0 11. 4 0. 1 39.0 51.0
20,0600-40, MK . . L., Hi 4 20.4 0L.8 82.2 43,1 54.4 3.0 12,3 .1 359 02.7
B0000-U0, 00y . .- 0. 6 28.6 £8.8 84.3 40. 4 54.8 28.1 16.4 0.0 30.0 7.7
100,000-00,900 ... .. ... N 71. 4 20.1 87. 0 1.8 40.8 08,2 21.4 10.3 07.3 2.7 781
1,000,000 Or MOXO_ .ol 75.1 321 92. 0 (1) 42.5 O] 23.1 0 80.0 20.0 O]
Pereent of necounts with rates below nnd above 2.7 pereont
New
l{?:inp- Oregen SREE?& Toexns Vermont | Virginin V}‘:'gclﬂ'lu Wisconsin
AhiTre
Below Below Above Below Below Above Dclow Delow Bolow Bolow Abovo
[T 40.6 3.7 35.4 36.3 80.7 10.3 3.8 00.0 83.8 631 8.9
Notelnssifled ..ot (O] Lg1] g 10 a7 00.3 10 84.4 " 357 30.3
ClassilNed . . Ll 44.8 317 35. 4 30.3 82.3 17.7 34.8 0.2 53.8 08.5 8.5
Below $5,000 453 27.8 50.8 35.3 5.8 24.2 47.0 0.6 58. 1 40.8 18.9
5,000-0,000. . _. 47.0 KIN 35.0 2.0 b 22,6 30.2 03.7 48.0 7. 4 10.0
10,000-19,900 . . 48.3 36.5 27.2 30.0 831 16. 0 3.5 88. 9 50,1 08.7 5.8
20,000-40,000 48.0 36,0 27.2 41,7 85.1 14.9 4.7 00.1 59.3 72.0 7.5
850,000-00,000 5.9 40.4 24.0 157 84.8 15.2 40.9 87.9 62.2 73.0 8.0
100,000-000,000. . oo 40.3 J30.0 J2.2 50.0 B4.2 15.8 28,0 8.5 38.3 70.1 5.4
1,000,000 OF IOFY. .0 ev oo iaee e ) [U) ) 1) 63.8 6.2 (1) 78.4 are 4.2 3.2

! Rates above 2.7 percont offective during 1011 only in Kentucky, Minne-
sotn, Oregon, Toxas and Wisconsin; in Oregon, offective only in July-Sop-
tomber 1041,

1 Excludes 34 accounts with rate not determlined.
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a ) Aill accounts not classificd by slee of pay roll wera incligible for rate modl-
cation.
1+ Not computed; loss than 25 rated accounts in pay-rell interval.
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in Kentucky to 96 percent in Virginia; in cight
States, it cxeceded 50 porcenf. In another eight
States, the proportion of scrvice employers with
reduced rates oxceeded the State-wide average
for all industries.” The proportion with rates
above 2.7 porcont varied from 12 percent in
Toxas to 29 porcont in Oregon,

Analysis of Rates by Size of Pay Roll

Analysis of the data on rate modification by
size of pay roll failed to reveal a uniform pattern of
experience among the 17 States (table 11),
Variations among States in the proportion of
accounts in given pay-roll groups with reduced
rates arve in part attributablo to thoe nature of the
industrial activity of these firms. Thus, Hawaii
employers with average annual pay rolls of
$100,000-1,000,000 had a greater proportion of
rcduced rates than employers in any other pay-
roll group, while New Hampshire employers in the
snme group had tho smallest proportion. Most
of tho Hawaii cmployers in this group were in tho
relatively stable sugar-manufacturing industry,
while many of the New Hampshire ecmployers
wero in tho highly secasonal textile and shoe-
manufacturing industries,

The data indicate that in California, 1Iawaii,
Kansas, Minnesotn, Nebraska, South Dakota,
Texas, and Wisconsin there was a general tendency
for tho proportion of accounts with reduced rates
to incrense with a rise in the size of pay roll; in
Virginia, however, the tendeney was in the op-

24

posite dircction. In Indiana, Kentucky, and
West Virginia, employers with pay rolls botwoen
$20,000 and $100,000 tended to have a greator
proportion of reduced rates than employers in
any other pay-roll groups.

In nine States, rate reductions were relatively
fewer among cinployers with pay rolls of less than
$10,000. In each of tho five States which assigned
rates above 2.7 pereent, tho small concerns had
the largest proportion of increased rates, In
contrast, cmployers in Vermont and Virginia with
pay rolls pelow $5,000 were more suecessful in
obtaining rate reductions than cmployers with
larger pay rolls. The provision in the Virginig
law requiring the treatment of all employers with
poy rolls of less than $10,000 in cach of the 3
preceding calendar yenrs as one employer and the
assignment of a rate based upon their combined
experience enabled all in this group to qualify
for reduced rates.  Apart from this speeial group,
less than 80 percent of the employers with pay
rolls below $10,000 obtained rate reductions,

In 5 of the 10 States in which Lhere were more
than 25 employers with pay rolls of $1 millien
and over, these employers were more successful
in obtaining reduced rates than employers in any
other pay-roll group. In Virginin and West
Virginia, however, such employers were the least
guccessful in obtaining rate reductions, ¥Xm-
ployers with pay rolls of $1 million or more had
the smallest proportion of accounts with rates
above 2.7 percent,

Social Security



