Soctal Security

a few Instances, enactment of more
liberal beneflt provisions brought
beneflt disbursements substantially
above the amounts paid in March
1943, For the Nation ns a whole, the
weekly benefit for total unemploy-
ment averaged $15.66 this March as
aegninst $13.70 a year earlier,

The number of initial claims re-
ceived In local offices was slightly lcss
than in Pebruary and 20 percent less
than in March 1943. Although two-
thirds of the States reported [ewer
claims, the claims loads increased sub-
stantinlly in several States. In some
the rise was due to changes in war-
production reguirements, and in some,
to progressive curtailments in the
construction and textile industrics;
in a few States the rise reflected the
beginning of new bheneflt years.

Although the number of continued
claims was 5 percent more than in
February, because of the increased
volume In Initial ¢laims in preceding
months, 1t was 38 percent below the
number in March a year ago.

THE sLIGHT monthly Increasc in total
expenditures for pubiic assistance in
the continental United States that
has occurred, with two cxccptions,
in every month since June of last year
continued in March. The total ex-
pended, $78.5 million, was 0.1 percent
above that in Fchruary and 1.1 per-
cent above expenditures under the

four programs in March 1043; if ex-
penditures under the WPA and NYA
programs are included in the figure
for the earlier month, however, assist-
ance cxpenditures this March were
10 percent less,

The increase from February in to-
tal payments resulted from gains in
aid to dependent children and general
assistance; payments for old-age as-
sistanee and aid to the blind de-
creased slightly, For the third con-
secutive month, the number of recip-
lents declined in all programs,

The slight decrease in the number
of aged reeipients continued a 21-
month decline which, by March,
amounted to § percent; over the same
period, payments increased 16 per-
cent. For aid to dependent children,
March declines eompleted 2 full years
of continuous decrease in the number
of families aided; the number dropped
34 percent, and payments also fell 17
percent. Moving within a much nar-
rower range, the number of blind re-
cipients has nevertheless declined
slightly ench month since June 1943;
in March the number was 4 percent
less than in the earlier month, but to-
tal payments were 0.5 percent more.
The drop in general assistance cases,
which began in PFebruary 1843, has
continued with only one interruption;
by March 1844 the number ol cases
had dropped 66 perecent and pay-
ments, 5% percent.

International Labor
Organization Conference

The International Labor Conference
opened its 26th sesslon in Philadel-
phia on April 20, with delegations
from some 40 of the member States
of the International Labor Organiza-
tion, Each member State was repre-
sented by four offlclal delcgates—two
representing the QGovernment, one
employers, and one labor., Walter
Nash, Deputy Prime Minister of New
Zenland, was elected conference
president. For the United States, the
Government delegates were Sceretary
of Labor Frances Perkins and Senatoy
Elbert D. Thomas; Robert J. Watt
represented labor and Henry 1. Harrl-
man, manggement, Arthur J. Alt-

smeyer, Chairman of the Social Be-
curity Board, was one of the advisers
to the Government delegation.

Included in the conference’s 7-
point agenda, determined at a meet-
ing of the Governing Body of the ILO
in London last December, were recoimn-
mendations to the United Nations for
present and post-war social policy;
the organization of employment in the
transition fromn war to peace; social
security—oprincipies, and problems
arising out of the war (including pro-
posals for medical eare); and mini-
mum standards of social policy in the
dependent territories,

War-Risk Contribution Provisions in
State Unemployment Compensation Laws
By Gladys R. Friedman*

PROVISIONS FoR “‘war-risk contrtbu-
tions” from employers whose pay rolls
have expanded during the war were
jncorporated in the unemployment
compensation laws of ten States in
1943 (Alabama, Florida, Illinois, Jowa,
Maryland, Minnesota, Missouri, Ohlo,
Oklahoma, and Wisconsin). ‘These
war-risk contributions were addi-
tlonal to or higher than the rates
which would otherwise have been as-
signed under the existing finaneing
provisions of the State laws.
Inclusion of these provisions grew
out of concern over the extent of the
potential benefit liability which was
rapidly aceruing from the tremendous

*Program Division, Burenu of Employ-
ment Security.

expansions in pay rolls caused by war
actlvity, and over the antlcipated
effect of heavy benefit payments, after
the war, on the individual rates as-
signed employers. It was also recog-
nized that additional taxes imposed
upon employers operating under war
contracts could often be reimbursed
by the FPederal QGovernment' and

1Representntives of the Wor nnd Navy
Departments appenred before ¢ommit-
tees of the leglslntures In Missour] and
Ohlo and opposed enactment of the war-
risk legislative proposnls on the groundy
that any inerense In unemployment taxes
poid by omployers producing woar mn-
terinls for the United States would conatl-
tute an item of cost which for the maost
part would ultimately be retmbursed by
the Federal Government.

would, therefore, represent no addi-
tional tax burden on employers, It
was argued that other employers with
war-eXpanded pay rolls, even though -
they were not operating under Gov-
ernment contracts on a ocost-plus
basis, could more easily assume this
tax during the war than afterward,
when their pay rolls probably will
decline with cessation of war pro-
duction,

The emphasls on the probable effect
of post-war costs on individual re-
serve accounts is well illustrated by
the {following statement of policy
whieh introduces the war-risk contri-
bution provision of the Wisconsin
law:

“War-time expansion has increased
the pay rolls of some employers sub-
stantially over theilr 1940 pay rolls,
with a corresponding Increase in the
potentinl post-war benefit liabilities
of their reserve accounts, but without
a corresponding increase in the level

of those accounts under this chepter.
Unless corrected, this condition would
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cendanger the post-war solvency “of
such saccounts, and would reguire
higher contribution rates to be col-
lected from employers geherally, dur-
ing the post-war years, ‘Therefore,
such accounts should now be hullt up
toward more hearly adeguate post-
war levels, to help avold (or recduce)
the post-war rate increases which
would otherwise result, by collecting
contributions fromm such employers at
higher war-time rates, based on their
pay-roll increases and the relative
adequacy of thefr accounts,”

While complete analysis of these
provisions must await dota on actunl
operations, their inclusion in ten laws
during 1943 warrants some prelimini-
nary enalysis of the major charac-
teristics of the provisions, considera-
tion of the financial charaecteristics of
those States, and some questions con-
cerning the implications ol the pro-
visions,

War-Risk Contribution
Provisions

In general, Lhe war-risk previsions
apply only to the war period. The
liability for the inecremsed taxes is
nssessed on employers whose pay 1olls
have expanded greally during the
walr—eceither all employers or those
whose pay rolls are of a specifled size.
In most of the Slates, the war-risk
rate is levied only on that part of the
pay roll in excess of o stated amnount,
'The rate may be n fint rate on all
employers and higher than the rale
deterinined under the usual tax pro-
visions, it may bhe levied in addition
to the regular rate, or it may vary
with the increase in Lhe employel’s
pay roll and the status of his reserve
account.

Effective Period

The war-risk provisions became ef-
fective in two States (Minnesota and
QOklahoma) January 1, 1943; in onc

{Alabama) April 1, 1943; in six
(Florida, Illincis, Iown, Maryland,
Missourl, and Wisconsin) July 1,

1943; and in one (Ohio) January 1,
1944 (table 1), Three States (Flor-
ida, Maryland, and Oklahoma) made
noe provision for a specified termina-
tion date. Oklahomn’s use of the
Iowest of the annual Laxable pay rolls
of the preceding 3 years from which
the pay-roll expansion is measured
limits the life of this provision for
most firms, since it i{s hardly likely

that, in general, pay rolls in the post-
war period will be higher than in the
wal period. Florlda specifies that the
war-risk provisions shall remain in
eflleet as long as the State-wide re-
serve at the end of any calendar
quarter does not exceed $65 per in-
sured worker; the Florida agency es-
tirnates that this floor will probably
he reached by the end of 1944, The
other seven States all specify an ef-
fective period which runs for 2-3
years, ending some time in 1945 in
six of the States, and on March 31,
194G, in Alabama.

Employers Subject to the Tax

In general, only employers whose
pay rolls have expanded greatly dur-
ing the war period are required to pay
war-risk contributions.! In determin-
ing what employers are subject to the
tax, the provisions take Inte consid-
eration the size of the ¢mployer’s pay
roll; the increase in his pay roll over
n specified prior period; and, in four
States, the rates now assigned em-
ployers under experience rating, or
the status of the employer’s account.

Size of pay roll.—Hall the States
(Alabamn, Illinois, Jowa, Minnesota,
and Wisconsin) exempt employers
with small pay rolls from the special
war-risk contribution, regardless of
the increase in their pay roll. Pre-
sumably, these States were interested
in taxing only the large employers,
beecause of the greater instability of
small firms and the assumption thet
the large employers are likely to be
those engaged in war production
whose taxes will be reimnbursed by the
Federnl Government and also those
who, individually, will throw the
greatest burden on the fund.

The five other States levy the tax on
all employers regardless of size of pay
roll, Presumably, these States levy
the tax without regard for size of pay
roll on the theory that emnployers with
war-expanded pay rolls would repre-
sent the greatest risk to the unem-
ployment fund or that the accounts
of all employers with war-expanded
pay rotls might he subjected to heavy
post-war drains and could more easily

In addltion, 4 Stntes (Iowa, Minne-
sotn, Missourl, Wiscounsln) levy contribu-
tlons on specifed new employers, or those
withoub pay rolls in the hase perfod; and
Wilsconsin lovies n speclal post-war re-
serve tox of 0.5 percent on nll subject
employers, regardless of size of pay roll.

pay these increased contributions now
than later?

The sizc~of-pay-roll exemption
varies among these five States:
Iowa and Wisconsin exempt employ-
ers with annual pay rolls of less
than $30,000; Alabama and Illinols
exempt employers with annual tox-
able pay rolls of $100,000 or less; Min-
nesota exempts employers with quar-
terly taxable pay rolls of $50,000 or
less. The Alabama exemption would
exclude ahout 87 percent of the em-
ployers subject to the unemployment
compensation tax classifled by size of
pay roll, while the Wisconsin and Iown
exemptions may result in eliminating
approximately two-thirds of the firms
subject to the unemployment com-
pensation tax in each State, judged
from 1943 reports. No information
is available on the proportion of total
eovered pay roll inhcluded in these
figures.

Increase in pay roll.—In all ten
States, an employer's liability for the
special war-risk tax in any taxable
period depends on a specified inerease
in his pay roll during the years of
war activity. In some States this
foctor is used nlone; in others it is
used in combination with other fac-
tors, such as the condition of the em-
ployer's reserve account. The “nor-
mal"” period from which the pay-rol
expansion is measured and the per-
centage increase in pay rolls which
make an employer ligble to these new
provisions vary grently anmong the
States.

The most cotnmon base from which
an cmployer's pay-roll expansion is
measured is Lhe amount of his pay roll
in 1940, Five States (Illinois, Iowa,*
Maryland, Minnesota,” and Wiscon-
sin) use this base, Three States (Ala-
baina, Missouri, and Oklahoma) use
the employer's anhual taxable pay rolt
for several preceding years, Alabama

#The Maryland agency has reported that
many small employers not directly en-
prged I war preduction were among the
2,000 employers subject to the war-rlsk
rate for the fiscal year 1943-44. Many of
them eaperienced expnnsions in pny roil
due to nigher wngo scales ond longer
hours of work rather thall an Inerense in
the number of workers employed,

{If there 1s no 1940 pay roll, pay roll for
yenr ending on computatlon date s used.

s The pny-roll expansion in any calendnr
quarter 1s mcasured in relation to the
corresponding quarter in 1040,
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Table 1.—War-risé contribuiion provisions, 10 States, 1943

Alabamn._. . .._

|

Floridu,... ...

inols.........

Toww. . .o....

Marylend

Minngsotn. .

Missouri . ...

|
|
|
Oklahoma.__._ _!

Wiseonsin. ... _.

Beginulng July 1, 1943,
whenever State-wide
reserve at end of any
calendlnr  qunrter
does not excecd 305
per insured worker.

July 1043 - December
045,

July 1043 - Deceinber
1045,

July 1, 1013, and thero-
after.

January 1943 - June
1045,

July 13-June 1045.. ..

Jannary 1044-1recemn-
her 1045,

Jan. 1, 1954, and there-
after.

Inly  100-Decemmber
1115, or earlier.t

Employers linble---

TNONe. el

Without pay rolls In ypeclfed

perlod

[

:

Employers with no 1039 tox-
nbte pay roll whose current
annual taxable pay roll ex-
oeeds first nmmn? taxnble
iy roll by 100%.

None

() l‘:!tlflll))’('rs sublect to lnw
wller Dee. 31, 1042,  annaad
pay roll b during first vear of
covernge cquals or exceeds
$50,000; or (b r.-mlplnyors
with no 910 pay roll if pay
rotl for year cicting on come-
puiation date equals or ex-
ceeds $0,000.

None.

Employerssubjeet to lnw after
yee. &1, 1840, whese totnd
current taxable pay roll for
any ¢qoarter Jenmary 1942-
Juzne 11ME exceeds 350,000,

l‘:lll&ll())‘(‘r.‘; with no unnunl pay
roll fur vach of the ealencdar
yenrs 1069, 1040, and 1911,

New employers net subijecl tn
experlence rating whose eur-
retit annunl taxable pay roll
exceeds by 50% or more (nx-
able pay roll for first 4 con-
sm-ud\'e ealendnr  goarfers
in which they had employ.
nient,

None. .. .. ...

Employers who beeame salb.
Jret tolow after Dee. 31, 1012,
ninl whose pay roll for their
first year of coverape is 30,-
[LLURY S (T

With speelfied fnerense in poy rolls

Employers with total taxable poy toll
i 12-onth period, beginning A pril
1 of nuy year, which exceads $100,000
andh execeds the grenter of (a} nverage
sunual texablo poy roll for 4 con-
sectitlyo ealendnr yeors lnmedaiely
precedIng the L2-month period or (b)
the average nmul Enxable pay roll
for first 2 of Iast 4 colendur years by
0%

LEmployers with eurrent annunl 1px-
able pay roll which excecds 1939 fux.
able pay roll by 100%,.

Empleyers with tnxable pay rell for
July-December 1913 wiileh execeds
50,000 or far 1044 andfor 1044 which
extieds $200,000 (a) with modified
rite of less than 2% whoso taxabls
pay roll for ]laroccdiug calendar yvear
exceeds thxable pay roll for 1940 by
more than 100% but less than 1509
or g’b) with modifled rato of less titan
2.7% wliose taxnble pay roll for pre-
ceding year exceeds taxadle poy roll
for 1940 by 150Y% or more.

Employers with aunual pay roll on
coipattation date of S0, 000 or more
which exceeds pay roll for 1040 by
1% or more.

]~Im||)luy{-rs whose taxable pay roll fur

caletidor year Inunedistely preced-
fug current flsenl vear exceeds by
#0% pay roll for 110,

Employers with total current taxable
pay roll for any calendar (llmrler
January 112-June 1915, which ex-
ceeds 350,000 and exceeds by 10%, or
maore pay roll of eortespending quar.
ter ol 1040,

Lmployers with nvnun) pay roll for
tisenl years ending June 30, 1444,
andfor 1045 which execcds by 500 or
more the nvernge annual pay ru]/i for
the enlendnr years 1059-41.

Einptoyers with most recent nnnuasl
pay redl whieh cquals or excevds by
0% average aunnal poy roll used jn

cotptting first modlfled rate nud !
whusu accounts do not crluul Or £x-

coed 995 of nvernge annual phy roll,

Fployers
roll in ¢ nt enlendar year which
exceetls By 20007 thelr Jowest annual
inxnble pay roll for the 3 hnmedi-
alely preceding enlendar years.

(0} Employers whose pay roll for
el on computntion ckate i -
U} 6r more nhd execeds hy 507 pny
roll for 140,

r

(0 All subjeet employers. oo oL L

vith annum faaable pay

T War-risk contribition rates sl subjeet pay rolls

Tlat ente of 2.7% in licu of maodified rate voader
o.\[lml'lonco rating on that portion aof tedal tux-
nble _poy rell fn 12-month perlad, beginninge
April 1 of any yenr, which exceads the grentoer
of (@) avernge anmual tnxable py roll for 4 con-
secutive ealendar years irmmecHnlely preceding
the 12month period or (b)Y the average nnnid
taxable pay roll for Nrst 2 of st 4 enlendar
years by 1009,

Find rote of 2.7% in lieu of mmdifled rate winder
experience rntlng on gortion of current tixnble
pay roll whieh exceeds by 10055 ¢lther ) (nx-
ablo pay roll for 1030 or (h) i e 1950
toxabie pay roll, lest annual pay roll thercalter.

(a) Flat rate of 205 In lieu of modified rate nmder
experience raling on portion of enrrent pay roll
which exceeds $50,000 for July-Decomber 19138
o 100,000 for 1044 andfor 1945, or {b) flat rnte of
2.7% in llew of moclified rates under uxﬁwl‘jmmu
rating an portion of eurrent pay roll whiel ex-
ceeds 360,000 for July-December 1943, or $LCO,-
000 for 10 andjor 1045,

Variuble rales ranging frone 2,75, to 59, depencd-
ing upon cinployer's serve DErcelilnge corre-
Inted with [Imrcemugu Inerenso in pay rolls, in
liew of mudied or standusrd rates uwder experls
encee rating (n) on that porfien of pay I'Ul!l'ill
cnerent year whiell exceeds pay roll for 1990 or
(b) on tolal pry roll fur these empleyers whn
havoe no 19402 pay roll.

Flub rode of 277, on entire pay rall ha lea of rfes
unler expericace ruting.

Fiut rafe of 3%, In addition to rstes assigned
under experience rating, () on that portion of
piuy roll whieh exceeds etployer's pay roll in
correspomling gquarler of 1410 by 100%, (1) for
etuployer newly subjoet sinee Thee, 31, 191, on
entice pay roll.

Fint rate ol 3.0%.2in lien of modifled rates under
exjrericnco rtlng on that part of cirrent tas-
able pay voll which cexeevds by S0% avernge
nnnual puy roll for ealendar yonrs 1930-41; If ne
pay roll for enelr of years 1039-91, the e of
$.6% on whole pay roll, pravided that Coms
mission moy establish avernge awnunl pay roll
for nny erployer witlwoul pay roll in 19301y
whose pay roll from yenr (o year has nol in-
creased more than 809%. Hale 15 levled ouly
on thad part of poy roll {n excess of established
avernge ainal pay roll,

Varfablo vates ropging from 0% (a 1%, on toinl

I tuxabla pay roll—ln additien to iodifled rades

nrder experience pating—depending upen per-
centapo incrense in cmployer's pay roll corre-

lated with ratlo of execess contributions 1o

nnnusl pay roll. Maxinutis total contrilantion

rate (regulnr rate plus waerlsk} 3.6, For
new employers nol yeb subject to experienee
rating, vates nre those applienble 1o cmployes

{ with reserves of less than 3% of pay rotls,

Flal rate of 2.7¢ ¢ lu lieu of modifled rates under
eaperience rating an that part of corrent momml
taxable pay roll which exceeds by W% the
lowest anntial taxable imy rolls for the & im-
wedjately preceding ealendar yemrs.

) Variable rates panging from 09 to 55 on toinl
taxuble pay roll in et of tnodified rates wnder
vxperlenee rating based on cinployer’s wsvrlxl'o
2

i ]\le\l'contngu correlated with Inerénse in i
Muxirnuen eale for Jily-Deceinber 10, A7, .
() Fiateale of 0.6% ontotn] taxnble pay roll of all
sublect employers for specind “post-war ie-
serve™ In the cinployer's acrom.

' [own ngeney has interpreted this ng totad pay roli.

 For cmiployers with no 1950 pay roll, tha rates applicable to emiployers whose

pay rolis have expanded 400% or more appHicd.

Y Auy employver whose eontribuilons bave inereased becnuse of the wor-risk
tntes {s entitled to a special credlt of $100 agninst amount of lticrensed contriba-
tlong for ench of the 2 fisenl years during which war-risk provislons nre effective.

4 Peoadty ates were suspended daeing 1903 nd 1941,

3 Wap-rlsk contributions will cease (o he effeetive on the earlict of the 2 fullow-
ing aes: Bee. 31, K46, or the clase of the thivd onth follow ing: the frst culeidary
danrter for which the total of adl tnxable pay colls Bs less thae $200 millien as
determined by the Conmission and gobhishe iooan olicinl Stalo papee.
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specifies the average annual taxable
pay roll of the flrst 2 of the last 4
years or the nverage of the 4 years
immedlately preceding his current
pay roll; Missourd, the average of 19390,
1940, and 1941; Ohio, the average an-
nual pay roll used in computing the
employer's first modified rate; and
Oklahoma, the lowest annual taxable
pay roll in the 3 preceding calendar
years. Florida® uses the employer’s
1939 taxahble pay roil.

Although datn nre not yet generally
available on the effect which the use
of these various bases fol' measuring
pay-r0ll expansion may have on the
number of employers who arc subject
to the tax, some indication may be
gleancd from exnmining the trend in
covered employment and pay rolls in
these ten States.

The expansion in covered cmploy-
ment dld not begin uniformly nfter
the normnal yenr, taking ns examples
the five States which use 1840 as the
base ycar from which expansion is
measured. In Illinois, the expansion
has continued uninterruptedly since
the beginning of 1939, Although em-
ployment and pay rolls in Iowa wcre
higher in 1940 than in 1230, signifl-
cant expansion got under way only in
1941. In Maryland, 1930 would proh-
nbly have heen p beticr basc year to
use if all the defense and wor-ex-
panded pay rolls were to be consid-
ered, since the employment trend was
already upward in 1940, For Minne-
sota, 1940 probably was as good a
base year as possible, since employ-
ment was higher in 1939 than 1940.
Wisconsin employment and pay rolls
had already expanded somewhnt by
1040,

In the pay-roll inerease required
belfore an employer may be liable for
war-risk contributions, the ten pro-
visions again show noe uniform pat-
tern.  Six States levy war-risk contri-
butions on employers with specified
ingrenses in pay rvolls, while [our
(Tllinois, Iowa, Ohio, and Wisconsin)
levy these contributions on employers
with specified inereases in relation to
the rates they are receiving under
normnl experience-roting operations
or the status of the employers' indi-
vidual reserve accounts. Oklahoma
taxes employers whose pay rolls have
expanded 200 percent or more over

¢I{ there Is no 1930 pay roil, the first
annunl toxable poay roll is ueed:

those In the “normal” period speci-
fled; Alabama, Florida, Illinois, Iowa,
and Minnesota, 100 percent or more,
and Maryland, Missouri, Ohio, and
Wisconsin, 50 percent. or more.’

Combining pay-roll increases with
specified variable tax rates or reserve
ratios under experience rating as the
basis for determining the liability of
the employer in four States (Illinois,
Iowa, Ohio, nnd Wisconsin) leads to
some interesting contrasts,

Wisconsin substitutes a war-risk
contribution-rate schedule for the
normal experience-rating schedule by
increasing the contributions due from
employers in relation to their reserve
ratio and pay-roll expansion, In
Ohio the war-risk contribution rate
depends on the employer's reserve
ratlo and pay-roll expansion, and is
assessed in addition to the rate under
experience rating. In both States,
however, employers with the highest
reserve roatios and the lowest normal
experience rates are exempt from any
increase in tax regardless of the in-
crease in pay rolls, The Wisconsin
schedule of war-risk rates provides
that these rates will be assessed on
some employers normally liable to
zero rates, as the pay-roll expansion
increases. ©Ohio, however, exempts
all employers, regardless of pay-roll
expansion, who have rates below 1.5
percent. This difference may be due
in part to the fact that in Wisconsin
rates can go down to zero under ex-
perience rating, while in Ohio the
minimum rate is 0.7 percent.

Tilinois exempts from wor-risk rates
the employers with standard or pen-
alty rates who have the greatest ex-
pansion In pay rolls as well as em-
ployers with rates of 2 percent or
above, who had smaller expansions,
levying the new taxes on the excess
pay roll of employers receiving the
lowest rates now, In Jowa no em-
ployer with the specified expansion
is exempt from the war-risk rate be-
cause of his rate under experience
rating,

"rFour Siates (Iown, Minnesotn, Mis-
sourl, and Wisconsin) nlso assess Wor-
risk rates ngninst newly sublect em-
ployers, undeyr varled specificd conditions,
without any requiremoent of poy-roll in-
crenses. Iown and Wisconsln, in asslgn-
ing rates, nssume that employers with no
1940 pay roll had an inerense of 400 per-
cent or more,

Pay Roll Subject to
War-Risk Rates

Only three States (Maryland, Ohio,
and Wisconsin) levy the war-risk con-
tribution rate on the entire pay roil
of employers who meet specified con-
ditions; the other seven (Alobama,
Florida, Illinois, Iowa, Minnesota,
Missouri, and Oklahoma) levy it on
that portion of thie pay roll which is
in exeess of o stated amount.®

Among the seven States which levy
the war-risk rate on only o part of
the pay roll, there are differences in
the proportion subject to the levy.
Illinois, Towa, and Missourl specily
that the war-risk rate will be levied
on that part of the pay roll which
exceeds that of the base year used;
Alabama, Florida, Minnesotn, and
Oklahoma ievy the war-risk contri-
hution rate only on that part in ex-
cess of the specified increase used to
determine the employer’s linbility for
the tax. It seems clear that the
States which collect ndditional rev-
enue on the employer's entire pay roll
will receive far more, relatively, than
the other States, and that the smaller
the proportion of pay roll subjeet to
the levy, the less will be the revenue,

War-Risk Contribution
Rate Structure

The rate structure also is not uni-
form. Maryland, one of the three
States which levy war-risk contribu-
tlon rates on the entire pay roll of
specified employers, levies a 2.7-per-
cent tax on all employers whose pay
rolls have expanded 50 percent or
more instead of basing their rates on
the beneflt ratio used for nll other
employers under their regular ex-
perience-rating formula. Ohio adds
an additional tax ranging from 0.1 to
1 percent, depending on the em-
plover's rate or reserve ratio dnd his
increase in pay roll, with o maximum
lotal contribution (war-risk and regu-
lar tax) of 3.5 percent.” If, however,
the balance in the fund is less than
the beneflts in the 2 preceding years

*In addition, however, Iowa, Minne-
sotn, nnd Missouri levy the tax on the
entire pay roll of certoin new employers,
while Wisconsin nlso Ievies 1ts special
post-war tnx on the entlre pay rolls of
all employers.

v Newly subject employers, not yet sub-
ject to experlence rating, nre to recelve
rates applicable to employers with n re-
serve of less than 3 percent,
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the rate is increased 0.5 petcent,
making the maximum {otal contribu-
tion rate 4 percent. Wisconsin substi-
tutes for cmployers subject to the
war-risk rates, a new schedule of rates
ranging from 0 to 5 percent ™ (instead
of 0 to 4 percent), also depending on
the employer’s reserve ratio and per-
centage increase in pay rolll" In ad-
dition, it levies a fiat 0.5 percent tax
on all subject employers, regardless of
increase in pay rolls, for the post-war
reserve.”

The seven States which levy the
rate on only part of the pay roll fall
into several groups. Alabama, Flor-
ida,” and Oklahoma " levy a flat 2.7-
percent tax on the excess pay roil,
while the rest of the pay roll Is sub-
ject to the regular experience-rating
tax rate. The Missourt provisions are
similar, except that the rate levied on
the excess pay 1ol is 3.6 percent.”

Illinols raises fo 2.7 pereent the
rates that are below that flpure for
employers with pay rolls which have
expanded 150 percent or more; for
employers with rates below 2 percent
the rate is raised to 2 percent if their
pay-roll increases were between 100
and 150 percent. JTowa substitutes
rates ranging from 2.7 to 5 percent
on the excess pay 1oll, depending on
the employer's reserve ratio and the
inecrease in the pay roil.” Minnesota

@ The maximum ronte is 4 percent for
the 8 months ended December 31, 1043.

" Employers with no 1040 pay roll re-
celve the rates applenble to employers
whose pay roll has expanded 400 percent.

1 For the quorter ended September 30,
1943, the revenue from this tnx was 810
miliion.

% An amendinent to the experlence-rat-
ing provislons of the Flotkin lnw is In-
cluded with the war-risk provisions, It
provides that if the balance in the fund
ns of Deeember 31 of any year daes not
excced $23 mllllon, or 865 per covered
worker, experience rating will he sus-
pended and all employers subjected to a
2/T-pereent rate on thelr entire pny roll,
This reserve provislon had formerly been
$12 milllon. Funds available on June 30,
1043, were 825.7 millicn,

1 Oklahoma suspended penalty rates in
1043 nnd 1944,

s Employers whose contributions arg in-
creascd because of the war-risk rates are
entitled to a special credit of $100 agnlnst
the amount of the¢ incrensed contribu-
tions for each of the 2 fiscol years during
whigh the war-risk provisions aro elfee-
tive,

18 Employers with ne 1040 pay roll re-
celye rates applicable to employers whose
pay roll hns incrensed by 400 percent or
more.

adds o 3-pevcent tax on the excess
pay roll,

Even with the woar-risk provisions,
four States (Alabama, Florida, Mary-
land, and Oklahoma ') will not tax
any employer at more than the
standord rate. In all the other States
the regular experience-rating formula
provides for n maximum rate above
the standard. In one of these States
(INinols) the war-risk provisions do
not provide retes above the standard;
the rate on the excess pay roll is in-
creased to only 2 percent or 2.7 per-
cent, depending on the increase in the
pay roll and the ratcs assigned em-
ployers under regular experience-rat-
ing operations,

In the four States which provide a
maximum rate of 2.7 percent under
regular experience-rating provisions,
revenue will still be less than that
which would have been collected at
the standard rate, despite the war-
risk provisions. In these States the
war-risk provislons merely Introduce
another factor which determines an
employer’s Mability for the standerd
rate on his whole pay roll (as in Mary-
land) or on that part of his pay roll
which is in cxcess of a specified
amount (as in Alabama, Florida, and
Oklahoma),

Liability of Newly
Subject Employers

Six Btates (Florida, Yowa, Minne-
sota, Missouri, Ohio, and Wisconsin)

TRaotes nhove 2.7 percent wero sus-
petided for 1043 and 1644; minximum rate
is 4 percent thoerenfier.

make special provision for specified
newly subject employers, or for em-
ployers without pay rolls in the basc
period used. In four, these employers
are subject to the tax without refer-
cnce to Increase in pay roll, and in all
but Florida their rates are higher than
those of other employers. In Iowa
and Wisconsin, employers with no
1940 pay roll receive the rates which
are applicable to employers whose pay
rolls have expanded by 400 percent or
more—the highest range of rales.
Minnesota and Missouri apply the
war-risk rate to the entire pay roll of
employers who had no pay rolls in the
prior period, while for all other em-
ployers it is applied only to the excess
1nay roll, Ohio trealts employers not
vet subject to experience rating as if
they had a reserve of less than 3 per-
cent of average annual pay 1roll, the
reserve which makes an employer eli-
gible for the highest yange of rates,

Financial Characteristics of
the Ten States

The ten States which have adopted
war-risk contribution provisions do
not have any common financial prob-
lem, judged by the expansion in their
pay roils, by their probable claim load
in the post-war period, or by some
rough indicators of the solvency of
their unemployment compensation
funds, Alabama, Florida, Maryland,
and Ohio have cxperienced a wartime
pay-roil increase substantially greater.
than for the United Statcs as a whole,
In Illineis, Iowa, Minnesota, Missouri,
and Cklahoma, the pay-roll increase

Table 2.—Selected financial indexvs in 10 States

['emeut:l;:c
inereass in
taxablo past
Slale rolls, April-

June 1943 1

cmnpared
with April-

Juna 1910
Alabnmin. .. . . 157,56
Florlda.. ... t74.7
Jinois_. ... w44
Inwa. . _. o
Maorylaml. Wik 1
Miotesota. . o .. L. )
Missourl. .. ™). 7
124.8
103.3
Wisconsir 1i3.8

Fercent of em-
ploved covered
workers, Sep-
tember 1043,
who could have
maximnm
duration of
benefits under
Btute Inws
from funds

Estimaed
demobillza-
tion unein-
ployinent as
jereent of
Sepletiber
1033 coverad
ciiployment 3

Funds availabloe at
end of yoor ns s)er-
cent of lnxntle
wages durlne yenr ¥

avallnble on

1959 1042 Tree. 31, 1943
5.2 i,
6.2 15
7.8 2.4
57 7.3
EX A8
51 5.4 21,
1.7 R4 29,
7.1 7.4 3.
6.9 6.7 42,
B.5 7.7 62.5 32,4

I Represents wares enrned in covered emplloyment
for all pay periods ended within the quarter; dnta for
1043 estinntes.

2 Wapges aver 31,000 oxeluded,

I Pased an estimates in Mowthiy Lalor Rerfer,
July 113, adjusted for covernpe tader Stole un-
cmployment compensntion Inws,
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has been below the Natlon-wide aver-
nge of 110.7 percent, while in Wiscon-
sin the Increasc was slightly higher.

In each State cxcept Florida, thera
is substantial correlation beween the
wartime increases in covercd pay
rolls and the unemployment that may
be expected as & result of post-war
demobilization. The States with the
sharpest rises in pay roll are likely to
face the heaviest relative post-war
demobilization loads. In Florida &
large part of the pay-roll increcase
took place in, construction industries,
in whieh contraction In employment
has already begun. Such unemploy-
ment, therefore, Is not considered as
resulting [rom post-war demobiliza-
tlon, nor should it prove costly to the
unemployment cormpensation reserve
fund, since workers laid off now can
be quickly recmployed in other in-
dustries. Demobilization uncmploy-
ment likely to result from contraction
of shipbuilding and manufacture of
lumber products will probably repre-
sent @ relatively light drain on the
Floride reserve fund.

Estimates of the impact of de-
mobiHzation, published by the Bureau
of Labor Statistics,” provide a rough
basis, after adjustment for coverage
of State unemployment compensation
Iaws, for cstimating the number of
unemployment compensation elaim-
ants that may result from the temn-
porary contraction of wolk opportuni-
tics and the return of ex-servicemen
to the labor market during the recon-
vorsion period at the cnd of the war,

While thesc estimates do not show
the total claim lond to be faced by the
States, they do indicate the relative
impact of demobilization on the State
funds. Although Florida had the
greatest percentage inercasc in pay
rolls among the ten States, il will have
next to the smallest relative de-
mobilization problem, according to the
estimates. Maryland, however, with
the next greatest increase, may have
the greatest problem. Towa and Min-
nesota, with comparatively small in-
creases in pay roll, will probably have
comparatively small demobilization
problems,

In terms of the ratlo of funds avail-
able at the end of the year to tax-
able pay rolls for the year, Alabama,

#®eBolative Severlty of Post-Wnr De-
mobilization by States,” Monthiy Labor
Review, Vol, 67, No. 1 {July 1943), pp. 1-4.

Table 3.-—Selected data on experience rating in 10 States!

Contribution rnto
Parcont

Lffective of raled

Stnlo date . ‘ Esthmated nvernga nccounlys
Mindnium | Maximung with reduced

rates i 1043
1042 1043

Alobams, ... Ape. 1M1 0.5 2.7 1.6 1.2 05, 2
Florln. ... ....oo.oo.. Jun. 1042 1.7 2.7 2.3 2,2 70.0
Illinoly._. U Jan, 1043 Iy 3 - 14 B0. 2
Iown.___. Jan. 19427 b 3.6 1.9 1.0 7.0
Moryland . .| July I3 W b S (R a1 84.6
Mianesota.. | Jan. 1ML -8 1325 2.0 L7 7.3
Missourl. ... .| Jan, M2 5 14,10 1.5 1.6 81,6
Ohlo........ .| Jon. 1042 W7 3.0 1.2 1.4 027
Oklnhoinn. . o Jan. 1042 il v7 L7 1.5 H0.1
Wisconsin. .. __._ .| Jan. 1038 ] 4.0 LG 1.7 LB

L Tixeludes the wor-rlsk contribution provisfons,

2 Maxhimutn rate sssigued for 1043 is 2,75 porcenl.
3 MaxImutn rate asslgned for 1943 is 3,0 Dercent.
1 Iixcludes voluntory contributicns in tho 3 States

Illinols, Iowa, Maryland, Minncsota,
Missourd, and Ohio had g higher ratio
of funds at the end of 1942 than in
1939, despite the growth in taxable
pay rolls. On the other hand, Florida,
Oklahoma, and Wisconsin had smaller
relative reserves in 1942 than in 1839,
In five States, the ratio of rescrves at
the end of 1942 to taxable pay rells
for 1842 was lower than 6.8 percent,
the average for the country as a
whole,

Judged by other rough indicators,
the financial condition of the unein-
ployment compensation systems dif-
fered considerably in these ten States.
The proportion of employed covered
workers, as of Septcmber 1943, who
could receive benefits for the maxi-
mum duration provided under their
respective State laws from funds
avallable on December 31, 15843,
ranged from 37.5 percent in Maryland
to B2.2 percent in Towa, All the States
except Alabama and Maryland had
reserves at the end of 1843 sufficient
to pay benefits for the maximum
duration to at least half of all workers
in covered employment in those States
ns of September 1943.

A comparison of funds available for
benefits at the end of 1043 with the
amounts needed to pay the maximum
duration of benefits to the number of
covered worketrs who might become
unemployed as a result of the de-
mobilization revealed considerable
diversity among the States. Mary-
land had just enough funds in re-
serve, while Florida, Iowa, Minncsota,
and Missour! had more than two
times the amount necessary.

In one respect, however, the finan-
clal structure of these States was
similar; they all had expericnce-rat-

which make pravision for them.
s Afaximum enle {5 2.7 pereent for 1043 and 1944 and
4 percent thereafter,

ing provisions in cffect, except Mary-
land, where cxperience rating became
effectlve in July 1843. However, the
cffective date of the experience-rating
provisions, the measures of employer
experience with the risk of unemploy-
ment which are used, the revenuc lost
as a result of experience rating, and
the rate structure varled considerably.
In Illfnois and Maryland, 1243 was the
Arst year in which experience rating
operated. Iowa, Missouri, Ohio, and
Wisconsin used the reserve ratlo™ to
measure the employer’s experience
with the risk of unemployment; Flor-
ida, Maryland, and Minnesota, the
benefit ratio; * and Alabama, Illinois,
and Oklahoma, benefit wages.® Under
their regular experience-rating for-
mulas, Missourl and Wisconsin per-
mitted employers to cease paying any
contributions. Alaboma, Floridg,
Maryland, and Oklahoma provided
for no rates above the normal 2.7-per-
cent rate. In all but two States,' the
regular expericnce-rating provisions
reduced the average rate to less than
2 pereent in 1943,

Concluding Observations

Actual analysis of either the im-
pact of the war-risk contribution

1 A reserve ratio Is the ratio between the
excess of nll contributions eredited to an
employer’s nccount over all benefits pald
to his workers deblted to hls account and
the employer's annUal pay rell for o re-
cent year or averaged over recent years.

w© A bonefit ratio Is the ratlo between
henefits pald to workers of an employer
in & given period of time and the em-
ployer’s pay rolt during that period.

# Baneflt wages are the proportion which
the taxable wages pald to workers who be-
come unemployed and recelve beneflts are
of total taxnble wages paild by that em-
ployer,
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provisions on employers or the rey-
enue which will be chtained through
the operation of these provisions
must awalt the receipt of statistics
from the States or the preparation of
special studies by the States. Despite
its limitations, however, this analysis
of the legislative provisions incor-
porated in the unemployment com-
pensation laws of the ten States,
throws some light on the impact of
these new provisions on the financing
of unemployment compensation,

1. Although the impetus for war-
risk contributions may have come in
part from the theory that most em-
ployers subject to such rates would
be war contractors who would be re-
imbursed by the Federal Governmnceni,
the rates are not assigned to employ-
ers in war industries alone, but to
employers in any industry with a
specified pay-roll expansion. While
it is true that the war industries have
had the greatest cxpansions in pay
rolls during this period, it will be im-
portant to know the relative number
of firms subject to these provisions
which were reimbursed through the
terms of their war contracts, and the
distribution by industry of the firms
subject to war-risk contributions.

2. If the major purpose of these
provisions was to increase revenue to
the fund from war-expanded pay rolls
becausc of the increase in their po-
tential post-war benefit liabilities, the
Wisconsin provisions are far more
cffective than any of the other State
provisions. 'The purpose is accom-
plished through levying the tax on
the entire pay roll of employers with
an annual pay roll of $30,000 o1 more
who showed an increasc of at least
50 percent over 1940; by stepping up
the regular rates assigned under cx-
perience rating, based on the em-
ployer’s reserve ratio and the increase
in his pay roll; by treating newly sub-
iect employers for rate purposes as if
their pay rolls had expanded 400 per-
cent or more; and by levying a special
additional "flat “post-war reserve”

contribution of 0.5 pereent on ali
Sttbjecet empioyers.

3, While no data are yet available
to indicate the amount of revenue that
will be collected through the operation
of these new provisions, it seems clear
that for the most part it will not offsct
the revenue loss due to the regular
operation of expericnce rating. Four
of the ten States whieh did not have
rates above 2.7 percent under their
regular expericnce-rating formulas in
1943 have no rates in excess of the
standard even with the war-risk pro-
visions; only three States levy the in-
creased rate on the,entire pay roll of
employers with increased pay rolls.

Even in States where the war-risk
rate schedule provides rates above the
standard, the loss in revenuc will
probably not be completely offset. Ifor
example, while preliminary data re-
ceived from Iowa indicate that regular
experience-rating operantions in 1943
would have resulted in a reduction of
an cstimated $3.913,000 in revenue to
the unemployment compensation fund
over what would have been collected
at the standard rate, the war-risk pro-
visions resulted in increasing revenue
by only $1,385,000.

4, Provision for war-risk contri-
butions has distinct advantages in
States which vary cmployer rates
under an cxperience-rating formnula
which uses the reserve ratio as a basis
for rating subjeet employers. In these
States the higher war-risk contribu-
tions levied during a period of pay-
roll expansion will be paid at a time
when employers are best able to bear
the increased tax. At the same time,
the crediting of all contributions to
individual employer accounts will af-
fect the future potential rates that
would otherwise have to be assigned
these employers in a period of reces-
sion when benefits are larger, pay
rolls are decreasing, and employcrs
are less able to bear the burden of
increascd taxes.

5. It will be important to know to
what extent revenuc from the war-
risk provisions acerues from employ-

ers newly subjeet to the State laws
who are engaged in war production
and to weigh the policy eonsidera-
tions inherent in any special tax on
new businesses. In all but one of the
six States which levied the war-risk
contributions on newly-subject em-
ployers, their tax rate is higher than
that of other employers with similar
pay-roll rccords in the State.

6. One of the diffieulties of basing
the employer's rates on experience
with past unemployment is that when
unemployment is low, as it has becn
during the war, rates fall despite in-
creascd pay rolls which, in reserve-
ratio States, lower the ratio of the
balance in the account and auto-
matically tend to increasce the rate.

IThus, contribution rates will fall at

just the period when the potential
liabilities of the State funds are cx-
panding and employers are best nble
to bear the burden of high taxes.
The war-risk contribution provi-
sions attempt to prevent contribution
rates from falling as rapidly as they
otherwise would under cxisting cx-
perience-raling provisions, by intro-
dueing anothey basis on which to vary
rates, in addition to experience with
the risk of 11ne1n1310yment—ex1:cl'i-
ence with inercase in employment,
Therefore, the ndoption of Lthese tem-
porary war-risk contributions raiscs
interesting questions on the extent to
which similnr provisions may have
permanent  validity for experience
rating, and on the possible deterrent
cffect of placing a special tax on busi-
ness expansion., There seems to be
an implicit recognition of the fact
that the use of past experience with
the risk of unemployment may not
offer a permanently sound basis for a
variable rate structure in uncmploy-
ment compensation, To the extent
that this measure will keep rates up
in perlods of prosperity and allow
rates to fall in periods of business de-
pression, it deserves serious sludy in
connection with the fimancing of un-
cmployment compensation,



