
Experience Rating: Operations in 1945 
and Future Trends* 

Operations in 1945 
CONTRIBUTIONS to the unemployment 
trust fund on 1 9 4 5 wages are esti­
mated a t $1 .05 bi l l ion, 1 or about 1 1 
percent below the previous year's 
to ta l of $ 1 . 1 7 bi l l ion. Al though the 
end of the war i n August 1945 caused 
taxable wages for 1945 to decline f rom 

*Prepared in the Program Division, 
Bureau of Employment Security. 

1 Except for the discussion on page 16, 
the effect of war-risk provisions (includ­
ing the special postwar reserve tax of 0.5 
percent in Wisconsin) is excluded from 
all figures shown in this summary. In 
1945, 12 States had war-risk provisions i n 
operation (Alabama, Florida, Georgia, 
Illinois, Iowa, Kansas, Maryland, Minne­
sota, Missouri, Ohio, Oklahoma, and Wis­
consin). See the Bulletin, September 
1946. pp. 9-15. 

the 1944 total , the major cause of the 
decrease i n contributions was the drop 
i n the average employer-employee tax 
rate from 1.93 percent to approxi­
mately 1.8 percent. 

Of the $1.05 bi l l ion contributed on 
1945 wages, $970 mi l l ion came f rom 
employers and $80 mi l l ion from em­
ployees. Experience rat ing caused 
a decline i n revenue from the preced­
ing year of about $630 mi l l ion , or 38 
percent. 

Employers i n the 45 States w i t h ex­
perience ra t ing paid contributions on 
1945 wages at an estimated average 
rate of 1.6 percent. As a result of the 
reduced tax rates, employer contr ibu­
tions i n these States were approxi­
mately 4 1 percent below what they 
would have been at the standard 



Table 1.—Average employer and employee contribution rates, 1941-45 

Year 

Average contribution rate (percent) 

Year 
A l l States Experience-rating States 

Year 

Combined 
employer-
employee 

Employer Employee 1 

Combined 
employer-
employee 

Employer Employee 1 

1941 2.72 2.58 1.00 2.50 2.17 1.00 
1942 2.32 2.17 1.00 2.04 1.81 1.00 
1943 2 2.18 2.04 .93 1.97 1.77 .95 
1944 2 1.93 1.79 .92 1.75 1.59 .94 
1945 2 3 1.8 1.7 .9 1.8 1.6 .9 

1 Average rates for States w i t h employee contribu­
tions. 

2 Excludes effects of war-risk contribution provi­
sions. 

3 Preliminary; excludes voluntary contributions 
made during year. 

rate. 2 For all 51 States, including the 
6 without experience rat ing, the aver­
age effective employer contribution 
rate for 1945 is estimated at 1.7 per­
cent; employer contributions for the 
Nat ion were about 39 percent below 
contributions collectible at the stand­
ard rate (table 2 ) . 

Employees were taxed i n only 4 
States—at a rate of 0.2 percent, on 
the average, i n Alabama, 0.5 percent 
i n Rhode Island, and 1.0 percent i n 
both California and New Jersey. I n ­
cluding the employee tax i n these 
States, contributions made to the u n ­
employment t rust fund during 1945 
averaged about 1.8 percent for both 
the 45 experience-rating States and 
for a l l States. 

Dur ing 1945, experience-rating pro­
visions were i n effect i n a l l but six 
States (Alaska, Mississippi, Montana, 
Rhode Island, Utah , and Washing­
ton ) . I n 1945, experience-rating pro­
visions became effective for the first 
t ime i n Louisiana, Nevada, and New 
York. Louisiana adopted a reserve-
rat io plan for rate variations, and 
Nevada introduced a benefit-ratio 
plan. New York enacted a method 
for modifying employer contribution 
rates tha t differs f rom al l other sys­
tems i n every important feature. 
This plan, which is explained below 
i n some detail, measures an employ­
er's experience w i t h the risk of unem­

2The standard rate is the contribution 
rate which all new employers are required 
to pay unt i l their "experience" with the 
risk of unemployment is sufficient to serve 
as a basis for rate modification under the 
experience-rating provisions of State 
laws. I t is 2.7 percent in all States ex­
cept Michigan, where it is 3.0 percent. 
In 1945, rates in excess of the standard 
rate were assigned in only 16 of the 45 
experience-rating States. 

ployment on the basis of pay-rol l 
variations and age of f i rm. 

Experience Rating, 1941-45 
The consistently downward t rend 

i n the national average employer-
employee contribution rate dur ing 
past years carried over in to 1945. 
The average rate dropped to 1.8 
percent i n 1945 f rom 1.93 percent 
i n 1944 and 2.72 percent i n 1941. E m ­
ployer contributions declined from 
1.79 percent i n 1944 to 1.7 percent i n 
1945 because of an increase i n the 
number of States w i t h experience 
ra t ing and the continuance of favor­
able employment levels throughout 
1944. Employee contributions for the 
3 years 1943-45 i n the States w i t h 
such contributions remained at an 
average effective rate of 0.9 percent. 
The average employer tax rate i n the 
experience-rating States i n 1945 var­

Table 2.—Effect of experience rating* on 
employer contributions, 1941-45 

Year N u m ­
ber 

States w i t h experience 
rating 

All 
States, 
reduc­
tion i n 
reve­

nue as 
per­

cent of 
con­

t r ibu ­
tions 

at 
stand­

ard 
rate 

Year N u m ­
ber 

Aver­
age 
em­

ploy­
er 

con­
t r ibu ­
t ion 
rate 

Reduction i n 
revenue 

All 
States, 
reduc­
tion i n 
reve­

nue as 
per­

cent of 
con­

t r ibu ­
tions 

at 
stand­

ard 
rate 

Year N u m ­
ber 

Aver­
age 
em­

ploy­
er 

con­
t r ibu ­
t ion 
rate 

Amount 
( in m i l ­
lions) 

As 
per­
cent 

of 
con­

t r ibu ­
tions 

at 
stand­

ard 
rate 

All 
States, 
reduc­
tion i n 
reve­

nue as 
per­

cent of 
con­

t r ibu ­
tions 

at 
stand­

ard 
rate 

1941 17 2.17 $54 20 5 
1942 34 1.81 269 34 20 
1943 1 40 1.77 404 35 25 
1944 1 42 1.59 567 42 34 
1945 1 2 45 1.6 620 41 39 

1 Excludes effect of war-risk contribution provisions. 
2 Preliminary; excludes voluntary contributions 

made during year. 

ied from 0.4 percent i n the Dis t r ic t of 
Columbia and 0.6 percent i n Delaware 
to 2.3 percent i n Tennessee and 2.4 
percent i n Louisiana and Nevada. 
There was, however, an increasing 
concentration at the lower rates. I n 
1945, employers i n 7 States, as com­
pared w i t h 3 i n 1944, contributed at 
an average rate of less than 1.0 per­
cent. One State i n 1944, but none i n 
1945, had an average rate above 2.5 
percent. The increase f rom 12 to 14 
i n the number of States w i t h average 
rates of 2.0-2.4 percent resulted 
mainly f rom the relatively h igh av­
erage rates i n 3 States where expe­
rience-rating provisions became effec­
tive late i n 1945. 

Average employer 
contribution rate 

(percent) 

Number of States Average employer 
contribution rate 

(percent) 1941 1942 1943 1944 1945 

Total 17 34 40 42 45 

Less than 1.00 0 1 1 3 7 
1.00-1.49 2 1 7 10 11 
1.50-1.99 4 18 15 16 13 
2.00-2.49 8 12 14 12 14 
2.50 or more 3 2 3 1 0 

The average employer rate i n ex­
perience-rating States fe l l f rom 2.17 
percent i n 1941 to 1.59 percent i n 1944 
and remained near that level—1.6 
percent—in 1945 (table 2 ) . The per­
centage reduction i n employer con­
tr ibut ions below what would have 
been due at the standard rate more 
than doubled between 1941 and 1945; 
i n 1941, revenue was reduced 20 per­
cent, while i n 1945 the reduction 
amounted to 41 percent. F rom 1938, 
when Wisconsin inst i tuted the first 
experience-rating plan, through 1945, 
employer contributions have been cut 
approximately $1.9 bi l l ion, or 22 per­
cent below the amount tha t would 
have been paid at the standard rates. 

Rates assigned during 1945 were 
based largely on conditions during the 
war, when employment was very h igh 
and unemployment insurance pay­
ments were very low. Rates were be­
low the 1943 and 1944 levels i n almost 
al l States, but especially i n the ben­
efit-wage-ratio States and the bene­
f i t - ra t io States and also i n most of 
the States using the reserve-ratio 
plan. I n the last group, although pay 
rolls increased, the reserves rose more 
rapidly than the average pay r o l l used 
i n computing the reserve rat io, w i t h 
the result tha t reserve ratios rose and 



tax rates assigned to employers de­
clined. 

The average tax rate for employers 
i n experience-rating States did not 
f a l l below the 1944 rate pr imar i ly be­
cause abnormally h igh rates i n Lou i ­
siana, Nevada, and New York i n ­
creased the average rate for al l States 
w i t h experience-rating provisions. I n 
Louisiana, employer taxes remained 

at 2.7 percent u n t i l October, when the 
rate reductions first became effective. 
I n Nevada and New York, employers 
contributed at the standard 2.7-per­
cent rate u n t i l July, when the rates 
were reduced i n Nevada and credit 
allowances became available i n New 
York. I f the experience-rating provi ­
sions had been i n operation for the 
fu l l year i n these three States, their 

average rates, and therefore the av­
erage for a l l experience-rating States, 
would have declined. 

For the country as a whole the 
reduction i n revenue as a result of 
experience ra t ing was, on a percent­
age basis, nearly eight times as great 
as i t was i n 1941. Contributions then 
were only 5 percent below the amount 
collectible at the standard rate, while 

Table 3.—Selected experience-rating data, by type of plan 1 and State, 1941-45 
[Data reported by State agencies; corrected to May 1946] 

State 

Date 
experience 

rating 
became 

effective 

Maxi ­
m u m 
rate 
(per­
cent) 

M i n i ­
m u m 
rate 
(per­
cent) 

Percent of rated accounts w i t h 
reduced rates 

Average employer contribu­
t ion rate (percent) 2 

Reduction in revenue 
(percent) 3 

State 

Date 
experience 

rating 
became 

effective 

Maxi ­
m u m 
rate 
(per­
cent) 

M i n i ­
m u m 
rate 
(per­
cent) 

1941 
17 

States 

1942 
34 

States 

1943 
40 

States 

1944 
42 

States 

1945 
45 

States 

1941 
17 

States 

1942 
34 

States 

1943 
40 

States 

1944 
42 

States 

1945 
45 

States 

1941 
17 

States 

1942 
34 

States 

1943 
40 

States 

1944 
42 

States 

1945 
45 

States 

Total 54.9 67.4 74.7 84.5 91.0 2.17 1.81 1.77 1.59 1.6 20 34 35 42 41 

Reserve-ratio plan: 
Arizona Jan. 1942 3.6 1.0 --- 42.7 55.7 71.5 83.4 --- 2.51 2.33 2.12 1.9 --- 7 14 22 30 
Arkansas Apr . 1942 2.7 1.0 --- 51.6 70.4 79.8 86.8 --- 2.47 2.16 2.06 2.1 --- 9 20 24 22 
California Jan. 1941 2.7 1.0 28.0 29.6 37.0 50.8 62.0 2.48 2.45 2.28 2.17 2.1 8 9 16 20 22 
Colorado 4 Jan. 1942 3.6 .9 --- 67.9 72.1 81.7 88.9 --- 1.98 1.92 1.70 1.6 --- 26 29 37 41 
Dis t r ic t of Columbia July 1943 2.7 . 1 --- --- 90.0 91.6 94.7 --- --- 1.71 .50 .4 --- --- 37 82 85 
Georgia Jan. 1942 2.7 1.0 --- 80.3 80.4 86.5 93.2 --- 2.07 2.11 1.98 5 1.9 --- 23 22 27 5 30 
Hawai i Apr . 1941 2.7 0 70.3 97.5 97.6 97.8 98.8 1.65 1.54 1.38 1.21 1.1 39 43 49 55 59 
Idaho July 1943 2.7 1.5 --- --- 65.6 47.8 83.9 --- --- 2.53 2.43 2.2 --- --- 6 10 18 
Indiana 4 Jan. 1940 2.7 .135 36.6 57.4 66.0 82.8 86.1 2.29 1.91 1.97 1.85 1.6 15 29 27 32 41 
Iowa 4 Jan. 1942 3.6 .9 --- 65.9 72.6 82.6 89.2 --- 1.85 5 1.92 5 1.68 5 1.4 --- 31 5 29 5 38 5 48 
Kansas Jan. 1941 2.7 .9 49.1 42.3 72.0 83.8 92.9 2.07 2.20 2.09 2.10 5 2.1 23 19 23 22 5 22 
Kentucky 4 do 2.7 0 16.4 36.6 72.7 77.1 76.4 2.68 2.32 2.18 2.08 1.9 1 14 19 23 30 
Louisiana Oct. 1945 2.7 .9 --- --- --- --- 86.2 --- --- --- --- 2.4 --- --- --- --- 11 
Maine Ju ly 1943 2.7 1.5 --- --- 78.2 71.9 90.2 --- --- 2.50 2.28 2.2 --- --- 7 15 18 
Missouri 4 Jan. 1942 4.1 0 --- 81.5 81.6 84.6 89.3 --- 1.52 5 1.57 5 1.73 5 1.5 --- 44 5 42 5 36 5 44 
Nebraska 4 Jan. 1940 2.7 .5 51.8 63.6 66.6 84.4 92.5 1.38 1.56 2.02 1.74 1.3 49 42 25 35 52 
New Hampshire Jan. 1941 2.7 .5 46.5 61.2 66.9 76.2 86.1 2.54 2.38 2.21 1.81 1.7 6 12 18 33 37 
New Jersey Jan. 1942 3.6 .9 --- 70.5 68.1 75.3 83.1 --- 1.64 1.87 1.85 1.7 --- 39 31 32 37 
New Mexico do 3.6 .9 --- 58.0 60.6 72.7 84.7 --- 2.17 2.17 1.97 1.9 --- 19 20 27 30 
N o r t h Carolina 4 Jan. 1943 2.7 .27 --- --- 24.6 53.0 72.9 --- --- 2.65 2.44 2.1 --- --- 2 10 22 
N o r t h Dakota Jan. 1942 2.7 6 .5 --- 67.7 74.7 82.8 90.4 --- 1.95 1.86 1.64 1.5 --- 28 31 39 44 
Ohio 4 do 3.5 .7 --- 90.2 92.7 95.9 98.1 --- 1.25 1.48 5 1.49 5 1.4 --- 54 45 5 45 5 48 
Oregon July 1941 7 4.0 1.0 33.7 45.3 60.7 74.1 85.4 2.65 2.41 2.31 2.23 2.0 2 11 14 17 26 
South Carolina 4 Jan. 1942 3.0 .9 --- 68.0 75.7 83.2 93.3 --- 1.98 1.74 1.86 1.5 --- 27 36 31 44 
Tennessee July 1944 3.3 1.0 --- --- --- 8 73.3 82.2 --- --- --- 2.60 2.3 --- --- --- 4 15 
West Virginia Jan. 1941 2.7 .5 53.8 64.6 85.6 91.3 94.7 2.42 2.14 1.76 1.62 1.4 10 21 35 40 48 
Wisconsin 4 Jan. 1938 4.0 0 65.1 64.8 66.8 75.2 75.9 1.49 1.55 5 1.78 5 1.83 5 1.0 45 43 5 34 5 32 5 63 

Beneflt-wage-ratio plan: 
Alabama Apr . 1941 2.7 .5 79.4 87.1 95.2 99.2 99.9 2.08 1.59 5 1.25 5 1.00 5 .8 23 41 5 54 5 63 5 70 
Delaware Jan. 1942 3.0 .5 --- 95.2 96.8 98.6 100.0 --- .98 .79 .68 .6 --- 64 71 75 78 
Ill inois Jan. 1943 3.6 .5 --- --- 80.2 83.8 89.9 --- --- 5 1.36 5 1.16 5 1.0 --- --- 5 50 5 57 5 63 
Massachusetts Jan. 1942 2.7 .5 --- 75.1 79.5 91.5 96.0 --- 1.52 1.28 .94 .9 --- 44 53 65 67 
Oklahoma do 2.7 .5 --- 75.3 80.1 91.4 98.1 --- 1.69 5 1.58 5 1.37 5 .8 --- 37 5 41 5 49 5 70 
Pennsylvania Jan. 1944 2.7 1.0 --- --- --- 98.1 99.2 --- --- 1.21 1.4 --- --- --- 55 48 
Texas Jan. 1941 2.7 .5 80.7 87.0 94.1 97.8 99.1 1.60 1.56 1.42 1.24 .9 41 42 47 54 5 67 
Virginia do 2.7 1.0 90.0 88.4 92.6 98.3 99.8 1.75 1.59 1.50 1.21 1.1 35 41 44 55 59 

Benefit-ratio plan: 
---

Florida Jan. 1942 2.7 9 .7 --- 68.5 70.9 84.5 94.6 --- 2.27 5 2.24 5 2.10 5 2.0 --- 16 5 17 5 22 5 26 
Maryland July 1943 2.7 .9 --- --- 10 84.5 10 92.4 96.2 --- --- 5 2.01 5 1.51 5 1.4 --- --- 5 26 5 44 5 48 
Michigan 11 Jan. 1942 4.0 1.0 --- 87.5 88.9 94.5 80.5 --- 1.69 1.57 1.17 2.1 --- 44 58 61 30 
Minnesota 4 Jan. 1941 3.25 .5 59.6 57.3 77.3 77.1 80.3 2.05 1.95 5 1.56 5 1.61 5 1.6 24 28 5 42 5 40 5 41 
Nevada July 1945 4.5 1.0 --- --- --- --- 88.9 --- --- --- --- 2.4 --- --- --- --- 11 
Wyoming Jan. 1942 3.5 .5 --- 39.2 65.6 82.5 95.9 --- 2.66 1.93 1.67 1.4 --- 2 29 38 48 

Combined reserve-ratio and benefit-
ratio plan: 

South Dakota 4 Jan. 1940 2.7 0 36.3 59.1 72.4 72.3 84.0 1.65 1.57 1.16 1.01 .9 39 42 57 63 67 
Vermont Jan. 1941 2.7 1.5 34.8 50.5 54.0 77.5 84.4 2.46 2.10 2.38 2.01 1.8 9 22 12 25 33 

Compensable-separations plan: Con­
necticut Apr . 1941 2.7 1.5 83.3 84.8 85.5 84.8 88.8 2.29 2.09 2.09 2.12 2.1 15 23 23 21 22 

Pay-roll-variations plan: New Y o r k . July 1945 2.7 0 
--- --- --- ---

99.9 
--- --- --- ---

2.0 
--- --- --- ---

26 

1 States classified b y type of plan i n effect as of computation date of 1945 rates. 
2 Preliminary estimates for 1945; 1945 data do not include effect of voluntary 

contributions from employers collected during the year. Effect of special war-
r isk contribution provisions also excluded from rates for 1943, 1944, and 1945; 
rates may be materially affected i n States which provide for war-risk contributions. 
See footnotes 4 and 5. 

3 Preliminary estimates for 1945. Percent shown for States represents differ­
ence between estimated yields at the average rate and at the standard rate as a 
percent of estimated yield at the standard rate. Excludes effect of additional 
revenue under war-risk provisions. 

4 State law provides for voluntary contributions. 

5 State law provides for war-risk contributions. 
6 M i n i m u m rate was 1.0 percent un t i l June 30, 1945, when i t was changed to 0.5 

percent. 
7 M a x i m u m rate paid for 1945 was 2.7 percent. 
8 Excludes 1,980 accounts w i t h insufficient experience to be eligible for rate 

reduction; these accounts received either standard or increased rates. 
9 M i n i m u m rate was 1.7 percent un t i l June 30, 1945, when i t was changed to 0.7 

percent. 
1 0 Estimated. 
1 1 I n Michigan the standard rate is 3.0 percent; i n all other States i t is 2.7 percent. 



i n 1945 they were about 39 percent 
below. The sharp decrease was due to 
the increase i n the number of States 
enacting experience-rating provisions, 
to changes i n existing experience-
ra t ing provisions eliminating rates 
above the standard, and to the low 

level of unemployment during the war 
years. 

Table 4.—Percentage distribution of active accounts eligible for rate modification, by employer contribution rate,1 for each type of experi­
ence-rating plan and State, rate years beginning in 1945 

[Data reported by State agencies; corrected to May 1946] 

T y p e of plan and State 2 

Total 
number 
of active 

accounts 3 

Active accounts eligible for rate modification 

T y p e of plan and State 2 

Total 
number 
of active 

accounts 3 Number 
Percent 

of all 
active 

accounts 

Percentage distr ibution b y employer contribution rate 

T y p e of plan and State 2 

Total 
number 
of active 

accounts 3 Number 
Percent 

of all 
active 

accounts 
Rate 

below 
stand­
ard 4 

Standard 
rate 4 

Rate 
above 
stand­
ard 4 

Rate in specified interval 
T y p e of plan and State 2 

Total 
number 
of active 

accounts 3 Number 
Percent 

of all 
active 

accounts 
Rate 

below 
stand­
ard 4 

Standard 
rate 4 

Rate 
above 
stand­
ard 4 0.0 0.1-0.9 1.0-1.8 1.9-2.6 4 2.7 2.75-3.6 3.7-4.5 

Tota l , 45 States 830,514 5 539,099 64.9 91.0 7.1 1.9 1.9 28.1 49.0 6 12.0 7 7.1 8 1.9 0.1 
Reserve-ratio plan 311,380 220,949 71.0 84.3 14.4 1.3 4.4 30.6 39.4 9.9 14.4 1.3 . 1 

Arizona 4,156 2,758 66.4 83.4 13.2 3.4 --- --- 49.2 34.3 13.2 3.4 ---
Arkansas 18,153 10,145 55.9 86.8 13.2 --- --- --- 57.4 29.4 13.2 --- ---
California 50,701 33,027 65.1 62.0 38.0 --- --- --- 42.2 19.8 38.0 --- ---
Colorado 9 3,956 2,884 72.9 88.9 8.0 3.1 --- 65.8 23.1 --- 8.0 3.1 ---
Distr ict of Columbia 15,731 10,446 66.4 94.7 5.3 --- --- 92.7 1.6 .4 5.3 --- ---
Georgia 1 0 8,695 5,872 67.5 93.2 6.8 --- --- --- 77.9 15.3 6.8 --- ---
Hawai i 5,738 3,110 54.2 98.8 1.2 --- 29.4 35.9 31.1 2.5 1.2 --- ---
Idaho 7,433 4,568 61.5 83.9 16.1 --- --- --- 38.4 45.6 16.1 --- ---
Indiana 9 11,366 9,866 86.8 86.1 13.9 --- --- 63.5 22.6 --- 13.9 --- ---
Iowa 9 10 7,628 5,808 76.1 89.2 7.1 3.7 --- 63.5 25.7 --- 7.1 3.7 ---
Kansas 1 0 5,273 3,742 71.0 92.9 7.1 --- --- 23.8 63.0 6.0 7.1 --- ---
Kentucky 9 8,826 6,510 73.8 76.4 23.6 --- 26.1 --- 50.3 --- 23.6 --- ---
Louisiana 11,870 8,586 72.3 85.2 14.8 --- --- 70.9 11.3 2.9 14.8 --- ---
Maine 3,538 2,653 75.0 90.2 9.8 --- --- --- 71.4 18.8 9.8 --- ---
Missouri 9 10 14,378 9,209 64.0 89.3 6.6 4.0 17.0 49.3 23.1 --- 6.6 4.0 0 
Nebraska 9 4,263 3,407 79.9 92.5 7.5 --- --- 67.7 14.3 10.5 7.5 --- ---
New Hampshire 3,999 2,999 75.0 86.1 13.9 --- --- 25.4 53.8 6.9 13.9 --- ---
New Jersey 18,515 14,886 80.4 83.1 12.8 4.0 --- 54.8 28.4 --- 12.8 4.0 ---
New Mexico 5,885 3,167 53.8 84.7 12.0 3.3 --- 52.5 32.2 --- 12.0 3.3 ---
Nor th Carolina 9 8,479 6,887 81.2 72.9 27.1 --- --- 8.4 40.1 24.4 27.1 --- ---
Nor th Dakota 1,531 1,137 74.3 90.4 9.6 --- --- --- 69.0 21.5 9.6 --- ---
Ohio 9 10 50,470 37,183 73.7 98.1 .8 1.1 --- 44.4 49.0 4.7 .8 1.1 ---
Oregon 9,815 7,138 72.7 85.4 11 14.6 11 0 --- --- 56.3 29.1 11 14.6 0 0 
South Carolina 4,335 2,930 67.6 93.3 5.1 1.6 --- 58.1 32.5 2.7 5.1 1.6 ---
Tennessee 7,290 5,469 75.0 82.2 7.2 10.5 --- --- 66.0 16.3 7.2 10.5 ---
West Virginia 4,492 3,069 68.3 94.7 5.3 --- --- 58.2 33.0 3.5 5.3 --- ---
Wisconsin 9 10 14,864 13,493 90.8 75.9 20.9 3.2 41.0 --- 35.0 --- 20.9 2.2 1.0 

Benefit-wage-ratio plan 291,452 159,514 54.7 97.0 1.2 1.9 
---

40.5 53.9 2.5 1.2 1.9 
---

Alabama 1 0 6,179 4,290 69.4 99.9 . 1 --- --- 95.3 4.1 .5 . 1 --- ---
Delaware 4,551 3,711 81.5 100.0 --- (12) --- 99.4 .6 0 --- (12) ---
Il l inois 10 40,236 29,549 73.4 89.9 --- 10.1 --- 62.0 21.5 6.4 --- 10.1 ---
Massachusetts 73,737 27,151 36.8 96.0 4.0 --- --- 82.2 10.9 2.9 4.0 --- ---
Oklahoma 10 6,474 4,775 73.8 98.1 1.9 --- --- 73.9 19.9 4.3 1.9 --- ---
Pennsylvania 132,219 69,714 52.7 99.2 .8 --- --- --- 97.7 1.5 .8 --- ---
Texas 19,357 13,500 69.7 99.1 .9 --- --- 93.4 5.1 .6 .9 --- ---
Virginia 8,699 6,824 78.4 99.8 .2 --- --- --- 99.3 .5 .2 --- ---

Benefit-ratio plan 70,269 5 51,979 74.0 85.6 5.9 8.5 
---

35.6 42.8 6 7.3 7 5.9 8 7.7 .8 
Florida 10 7,975 4,865 61.0 94.6 5.4 --- --- --- 91.9 2.6 5.4 --- ---
Mary land 1 0 12,628 5 9,513 75.3 96.2 3.8 --- --- 88.1 6.8 1.4 3.8 --- ---
Michigan 4 18,679 14,669 78.5 80.5 16.1 3.4 --- --- 78.5 6 2.0 7 16.1 8 .9 2.5 
Minnesota 9 1 0 24,001 18,879 78.7 80.3 --- 19.7 --- 53.6 12.4 14.3 --- 19.7 ---
Nevada 2,902 1,588 54.7 88.9 5.4 5.8 --- --- 63.6 25.3 5.4 4.1 1. 7 
Wyoming 4,084 2,465 60.4 95.9 --- 4.1 --- 0 90.9 5.0 0 4.1 --

Combined reserve-ratio and benefit-
ratio p lan . 3,353 2,620 78.1 84.2 15.8 

---

14.5 29.6 38.1 2.0 15.8 

--- ---

South Dakota 9 1,776 1,391 78.3 84.0 16.0 --- 27.3 55.8 .9 . 1 16.0 --- ---
Vermont 1,577 1,229 77.9 84.4 15.6 --- --- --- 80.2 4.1 15.6 --- ---

Compensable-separations plan: Con­
necticut 12,456 9,432 75.7 88.8 11.2 

--- --- ---

72.0 16.8 11.2 

--- ---

Pay-roll-variations plan: New York 141,604 94,605 66.8 99.9 . 1 
--- --- ---

64.5 35.4 . 1 
--- ---

1 Assigned for rate years beginning in 1945, as of computation date for 1945 rates. 
Stated as percent of taxable pay rol l . Excludes effect of war-risk contributions i n 
12 States. See footnote 10. 

2 Classified by type of plan in effect as of computation date for 1945 rates. 
3 A l l rated and unrated accounts; excludes accounts newly subject after com­

putation date for 1945 rates. 
4 Standard rate is 2.7 percent in all States except Michigan, where i t is 3.0 per­

cent. 
5 Excludes 1,196 Mary land accounts assigned standard rate under war-risk 

provisions of State law. 
6 Includes accounts assigned 2.8-percent rate in Michigan. See footnote 4. 

7 Includes accounts assigned 3.0-percent rate in Michigan. See footnote 4. 
8 Excludes accounts assigned 2.8-percent and 3.0-percent rate in Michigan. 

See footnote 4. 
9 Excludes voluntary contributions. 
10 Data do not include effect of special war-risk contribution provisions in 

effect in State. 
11 M a x i m u m statutory contribution rate under experience rating is 4.0 percent. 

No rate in excess of 2.7 percent assigned for 1945, however, because of size of bal­
ance in State unemployment compensation trust fund. 

12 Less than 0.05 percent. 

Variation in Rates Among States, 
1945 

The average effective employer con­
t r ibu t ion rates i n the eight States 

using the benefit-wage-ratio system 
were, i n general, lower t h a n those 
assigned i n other States, ranging from 
0.6 percent i n Delaware to 1.4 percent 
i n Pennsylvania (table 3 ) . Only three 
of the eight had average rates i n 
excess of 1.0 percent; consequently, 



reductions i n revenue ranged f rom 
about half to three-fourths of the 
amount tha t would have been due at 
the standard rate. 

Rate reductions among the 27 re­
port ing States using the reserve-ratio 
p lan were less pronounced than those 
i n the benefit-wage-ratio States. 
Only the Distr ict of Columbia, w i t h 
0.4 percent, had an average rate of 
less than 1 percent. I n 17 States the 
averages ranged f rom 1.0 to 1.9 per­
cent, and in 9 States they were 2.0 
percent or more. Nine reserve-ratio 
States experienced revenue reduc­
tions of 19-30 percent below the 
amount due at the standard rate, and 
i n 10 States the reductions were 30-50 
percent. 

Of the 830,514 active accounts i n 
the 45 experience-rating States for 
the rate years beginning i n 1945, 539,-
099, or 64.9 percent, were eligible for 
rate modification (table 4 ) . Almost 
a l l (91.0 percent) of the rated ac­
counts—that is, accounts whose tax 
rate may be varied—paid taxes below 
the standard rate; 7.1 percent were 
taxed at the standard rate, and only 
1.9 percent were assigned penalty 
rates higher than the standard. 

As i n the past, States using the 
benefit-wage-ratio system assigned 
reduced rates to the largest proportion 
of rated accounts. I n these eight 
States, nearly 100 percent of the ac­
counts eligible for rate modification 
were assigned rates below the stand­
ard. Seven of them assigned reduced 
rates for at least 96 percent of al l 
rated accounts; i n the eighth State, 
the proportion was almost 90 percent. 

States w i t h reserve-ratio systems 
assigned reduced rates to a smaller 
proportion of rated firms than did 
benefit-ratio States. Only 10 of the 
27 reserve-ratio States granted tax 
reductions to 90 percent or more of 
the rated accounts. A n additional 
13 States reduced rates for 80-90 per­
cent, and 4 for less than 80 percent 
of their rated accounts. 

Dur ing 1945, despite the fact that 
rate computations were based on the 
favorable pay-rol l and benefit levels 
of the war years, Michigan employers 
contributed to the unemployment 
trust fund at an average rate tha t was 
considerably higher than the rate for 
1944—2.1 percent as compared w i t h 
1.17 percent. This increase was the 
first since experience-rating provi­

sions became effective i n the State i n 
1942 and was caused entirely by a 
1945 amendment to the taxing provi ­
sions tha t increased the tax rates for 
many employers. 

This amendment required employ­
ers to contribute at a tax rate of at 
least 3 percent for 1945 and 1946 i f 
their reserve ratios on September 
30, 1944, w i th respect to 1945 rates, 
and/or their reserve ratios on Sep­
tember 30, 1945, w i t h respect to 1946 
rates, were less than 5 percent. The 
increase affected not only firms 
w i t h relatively heavy benefit charges 
against their accounts but also those 
whose pay rolls had increased at a 

very rapid rate. Where such pay-rol l 
increases were greater, proportion­
ately, than increases i n a firm's re­
serve account, the reserve rat io may 
have declined to less than 5 percent. 

The effect of this provision, how­
ever, w i l l be substantially offset by an­
other amendment passed i n 1946. 
Under this amendment, certain em­
ployers whose tax rates were i n ­
creased by the 1945 amendment w i l l 
be entitled to tax-credit allowances 
against their contributions for 1946, 
1947, or probably no later than 1948. 
I t provides, i n part, tha t amounts paid 
by employers i n accordance w i t h the 
first amendment are to be considered 

Table 5.—Active and rated accounts by industry and employer contribution rates assigned 
under experience-rating provisions, 45 States, rate years beginning in 1945 

[Data reported by State agencies; corrected to May 1946] 

Employer contribution rate 1 Tota l M i n i n g 

Con­
tract 
con­

struc­
tion 

Manu­
factur­

ing 

Trans­
porta­
tion, 
com­

muni­
cation, 

and 
other 
public 
u t i l i ­
ties 

Whole­
sale 
and 

retail 
trade 

F i ­
nance, 
insur­
ance, 
and 
real 

estate 

Serv-
ice in­
dus­
tries 

Miscel­
lane­
ous 2 

Number of accounts 

Active accounts 830,514 15,156 61,386 155,042 33,327 342,587 65,277 149,913 7,826 
Rated accounts 539,099 9,286 35,308 106,844 21,671 225,511 46,619 91,153 2,707 

Rated as percent of active 64.9 61.3 57.5 68.9 65.0 65.8 71.4 60.8 34.6 
Number w i t h reduced rates 3 490,458 7,478 26,596 96,469 20,095 209,658 44,721 83,455 1,986 

Percent of rated accounts with reduced rates 3 

91.0 80.5 75.3 90.3 92.7 93.0 95.9 91.6 73.4 

Rate assigned: 
0.0 10,091 8.6 556 1,798 277 4,889 1,177 1,252 56 
0.1-0.9 151,463 2,443 6,139 26,299 6,706 68,680 16,385 24,347 534 
1.0-1.8 264,003 4,129 13,092 52,655 10,917 112,060 23,567 46,526 1,057 
1.9-2.6 3 64,851 819 6,802 15,774 2,194 24,008 3,588 11,327 339 
2.7 4 35,944 1,216 5,444 7,662 1,263 12,515 1,473 5,840 531 
2.75-3.6 12,209 564 3,152 2,610 293 3,243 418 1,752 177 
3.7-4.5 538 29 123 116 21 116 11 109 13 

Percentage distr ibution of rated accounts by industry division 

Rate assigned: 
0.0 100.0 0.9 5.5 17.8 2.7 48.4 11.7 12.4 0.6 
0.1-0.9 100.0 1.6 4.1 17.3 4.4 45.3 10.8 16.1 .4 
1.0-1.8 100.0 1.6 5.0 19.9 4.1 42.4 8.9 17.6 .4 
1.9-2.6 3 100.0 1.3 10.5 24.3 3.4 37.0 5.5 17.5 .5 
2.7 4 100.0 3.4 15.1 21.3 3.5 34.8 4.1 16.2 1.5 
2.75-3.6 100.0 4.6 25.8 21.4 2.4 26.6 3.4 14.4 1.4 
3.7-4.5 100.0 5.4 22.9 21.6 3.9 21.6 2.0 20.3 2.4 

Percentage distr ibution of rated accounts by rate 

Tota l 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 

Rate assigned: 
0.0 1.9 .9 1.6 1.7 1.3 2.2 2.5 1.4 2.1 
0.1-0.9 28.1 26.3 17.4 24.5 30.9 30.5 35.1 26.7 19.7 
1.0-1.8 49.0 44.5 37.1 49.3 50.4 49.7 50.6 51.0 39.0 
1.9-2.6 3 12.0 8.8 19.3 14.8 10.1 10.6 7.7 12.4 12.5 
2.7 4 6.7 13.1 15.4 7.2 5.8 5.5 3.2 6.4 19.6 
2.75-3.6 2.3 6.1 8.9 2.4 1.4 1.4 .9 1.9 6.5 
3.7-4.5 . 1 .3 .3 .1 . 1 .1 (5) . 1 .5 

1 Percent of taxable pay ro l l . 
2 Agriculture, forestry and fishing, and establish­

ments not elsewhere classified. 
3 Includes Michigan accounts assigned 2.8-percent 

rate. See footnote 4. 

4 Standard rate for all States except Michigan, 
where i t is 3.0 percent. 

5 Less than 0.05 percent. 



voluntary contributions. Further­
more, these employers are to receive 
credits against future contributions 
equal to the difference between (1) 
that amount of contributions which 
increased their reserve rat io above 
the required 5-percent level and (2) 
the amount they would have paid u n ­
der the regular experience-rating 
provisions. I n addition, the 1946 
amendment permits employers to 
make voluntary contributions which, 
i f made before January 31, 1947, may 
be credited to their accounts as of the 
computation date for 1945 rates or 
1946 rates, as specified by the employ­
ers. This provision w i l l be of par t icu­
lar importance to the employer whose 
reserve rat io was only a l i t t l e less than 
5 percent, and whose extra contr ibu­
tions at the 3.0-percent rate are offset 
by benefit charges so tha t there would 
be no increase i n his reserve ratio. 
The employer can now make a volun­
tary payment, however, which w i l l be 
credited retroactively to his account 
and i n this way increase his reserve 
rat io as of the computation date for 
the 1945 or 1946 rate to the 5-percent 
level. He would then be entitled to a 
credit allowance of the amount by 
which the 3.0-percent contribution 
exceeds the contribution he would 
have made under the regular expe­
rience-rating provisions. The follow­
ing hypothetical example illustrates 
the effect of the 1946 amendment: 

I t e m 
Septem­
ber 30, 

1945 

Calendar 
year 
1946 

Taxable pay roll $100,000 $100,000 
Reserve account $4,900 ---
Reserve ratio 4.9% ---
Voluntary contributions $100 ---
New reserve ratio 5.0% ---

Tax rate: 
1945 amendments --- 3.0% 
Experience rating --- 1.6% 

Contributions: 
1945 amendments --- $3,000 
Experience rating --- -$1,600 

Voluntary contributions 
---

-$100 
Credit allowance --- $1,300 

I n New York the rate-variations 
system began its first year of opera­
t ion i n July 1945. Dur ing this f irst 
year, all but one-tenth of 1 percent 
of the rated accounts were entitled to 
credit allowances which would result 
i n an effective tax rate below the 
standard rate. This high proportion 
results both from the provisions of the 

law and f rom economic conditions 
during 1942-44, the period during 
which a firm's experience largely de­
termined its eligibil i ty for credit a l ­
lowances. The law provides that , i f 
there is a surplus i n the unemploy­
ment t rust fund, an employer account 
would be entitled to a credit allow­
ance i f the sum of percentage declines 
i n the quarterly total pay ro l l of the 
account did not exceed 300 percent. 
Dur ing the war, only a few firms 
would have been unable to meet this 
requirement. 

Rate Modification and Industry 
As i n previous years, employers i n 

industries which by their very nature 
are not subject to seasonal changes 
i n employment or pay rolls and have 
l i t t l e labor turn-over benefited more 
from experience ra t ing than d id em­
ployers i n other industries (table 5 ) . 
The finance, insurance, and real 
estate industry division is an example 
of an industry w i t h highly favorable 
experience. More than 70 percent of 
the firms i n this industry division 
were eligible for rate modification—a 
higher proportion than i n any other 
division—and 95.9 percent of the 
eligible firms were assigned rates be­
low the standard—again relatively 
more than i n any other industry d i v i ­
sion. Firms i n the usually erratic 
contract construction division had the 
lowest proport ion of active accounts 
eligible for rate modification (57.5 
percent) and the smallest percent of 
eligible accounts assigned reduced 
rates (75.3 percent) of any industry 
division except the miscellaneous 
group. 

I n each of three industry d i v i ­
sions—manufacturing, public u t i l i ­
ties, and trade—two-thirds of al l ac­
tive accounts were eligible for rate 
modification. The min ing and service 
industry divisions ranked just above 
the construction division, w i t h about 
61 percent of al l accounts eligible for 
rate modification. 

Reduced rates were assigned to at 
least 9 out of every 10 rated firms i n 
each of the industry divisions except 
mining and construction. I n the pub­
lic utilities and trade divisions, about 
93 percent of the rated accounts were 
taxed at rates lower than the stand­
ard. 

The finance, insurance, and real 
estate division, i n addition to being 

eligible for and receiving rate reduc-
tions most frequently, also had the 
highest propor t ion of accounts— 
about 38 percent—with tax rates of 
less than 1.0 percent. A t the other 
extreme, only 19 percent of the rated 
accounts i n the contract construction 
division had tax rates below 1.0 per­
cent. 

Rate Modification and Size of Firm 
Twenty States submitted informa­

t ion on the relationship between tax 
rates assigned for rate years begin­
ning i n 1945 and average annual pay 
ro l l (tables 6 and 7 ) . The use of tax­
able wages as a measure of a firm's 
size is l imited i n tha t a worker's wages 
i n excess of $3,000 are excluded, and 
as a result the size of large firms is 
disproportionately reduced, since 
wages i n excess of the first $3,000 gen­
erally constitute a greater proportion 
of to ta l wages i n these firms than i n 
smaller firms. 

The data i n table 7 reveal l i t t l e re­
lationship between tax rate and size 
of f i rm . The average r a t e 3 for a l l 
rated accounts i n the 20 States was 
1.20 percent, ranging f r o m 1.12 per­
cent for firms w i t h pay rolls below 
$5,000 to 1.22 percent for firms w i t h 
pay rolls of $5,000-9,999 and of $100,-
000-999,999. 

The percent of rated accounts 
taxed below the standard rate i n ­
creased, however, as the pay ro l l i n ­
creased and the percent assigned rates 
above the standard rate decreased: 
86.4 percent of a l l rated accounts were 
assigned rates below, and 2.3 percent 
rates above, the standard 2.7-percent 
rate; 85 percent of the firms w i t h less 
than a $5,000 taxable pay r o l l were 
assigned below-standard rates, and 
5 percent, above-standard rates. 
Among firms w i t h pay rolls ranging 
f rom $20,000-49,999, 90 percent were 
taxed at rates below and 1 percent 
at rates above 2.7 percent; 92 percent 
of the firms wi th pay rolls of $1 mi l l ion 

3 Computed by weighting the different 
rates by number of accounts assigned 
specific rates; differs from the average 
rate discussed earlier in this article, which 
was computed by using amount of tax­
able wages at each rate as weights. The 
average rates used in this section assign 
equal importance to all employers, re­
gardless of size, and represent the rate 
of the average employer. The rates dis­
cussed earlier represent over-all revenue 
rates. 



or more were assigned rates below the 
standard, while 0.4 percent had above-
standard rates. 

The data contained i n tables 6 and 
7 exclude unrated firms, a l l of which 
are taxed at 2.7 percent. Unrated 
firms are largely those which have not 
been i n business long enough to 
qualify for rate variat ion under the 
experience-rating provisions. Since 
business bir ths and deaths are much 
more frequent i n small firms than i n 
large, relatively more of the former 
are usually assigned the 2.7-percent 
rate as unrated firms. I t is likely, 
therefore, tha t w i t h respect to a l l 
firms—rated and unrated—small 
firms are taxed at higher rates than 
large firms. 

The relationship between average 
tax rates and size of firm varies con­
siderably f rom State to State. I n 
some States the smaller firms, i n 
others the larger firms, were assigned 
the lower average rates. I n more 
than hal f the States, however, the 
proportion of accounts i n each pay­

ro l l class taxed at a rate less than 2.7 
percent was greater for larger firms. 
I n some States, both the average rate 
and the proportion of accounts w i t h 
reduced rates increased as pay rolls 
increased. The probable explanation 
for these seemingly contradictory 
movements is tha t the small firms re­
ceiving rate reductions i n these States 
had sharper reductions, on the aver­
age, than those granted the larger 
firms. 

A more stable relationship between 
tax rate and size of firm might be re­
vealed i f experience-rating accounts 
were cross-classified by tax rates, size 
of firm, and also by industry. I f the 
data were available for this type of 
tabulation, i t would then be possible 
to isolate the two major factors af­
fecting employment and wages w i t h i n 
a specified firm—size of pay ro l l and 
industry. 

Of the 20 report ing States, only 8 
provided for penalty rates i n their 
tax schedules. I n Minnesota, 20 per­
cent of the rated accounts were taxed 

at penalty rates. This proportion de­
creased f rom 21 percent of firms w i t h 
pay rolls of less than $5,000 and 23 
percent among the firms w i t h pay 
rolls of $5,000-9,999 to 9 percent of 
the firms w i t h pay rolls of at least $1 
mi l l ion . Conversely, the proportions 
assigned rates below 2.7 percent i n ­
creased from 79 percent of firms w i t h 
pay rolls below $5,000 and 77 percent 
for the firms w i t h pay rolls of $5,000-
9,999 to 91 percent for firms w i t h pay 
rolls of $1 mi l l ion or more. 

I n Delaware, less than 0.05 percent 
of the rated accounts were taxed at 
rates i n excess of 2.7 percent. A l l 
those firms assigned penalty rates had 
average annual pay rolls of less than 
$5,000; a l l w i t h pay rolls of $5,000 or 
more received rates below 2.7 percent; 
and the average rate for the State 
was about 0.5 percent i n each pay-roll 
class. Other States which taxed a l ­
most al l rated accounts at less than 
2.7 percent i n each size-of-pay-roll 
class were Alabama, Ohio, Texas, and 
Wyoming. 

Table 6.—Percent of rated experience-rating accounts with 1945 employer contribution rates below and above 2.7 percent,1 by average 
annual taxable pay roll, 20 States 2 

[Based on data reported by State agencies; corrected to May 19481 

State 

A l l rated 
accounts 

Accounts w i t h pay rolls of— 

State 

A l l rated 
accounts 

Less than $5,000 $5,000-9,999 $10,000-19,999 $20,000-49,999 $50,000-99,999 $100,000-999,999 $1,000,000 or 
more State 

Below Above Below Above Below Above Below Above Below Above Below Above Below Above Below Above 

Tota l , 20 States 86.4 2.3 85.1 4.9 86.3 2.0 88.8 1.2 90.0 1.0 89.9 0.9 90.2 0.7 91.7 0.4 

States w i t h maximum 
rate above 2.7 percent: 

Colorado 88.9 3.1 85.4 6.4 89.8 1.7 90.3 1.8 91.5 2.6 91.9 1.8 80.5 5.2 84.0 4.0 
Delaware 100.0 (3) 100.0 (3) 100.0 0 100.0 0 100.0 0 100.0 0 100.0 0 100.0 0 
Iowa 89.2 4 3.7 90.8 --- 92.0 --- 93.0 --- 93.1 --- 91.8 --- 93.7 --- 100.0 ---
Minnesota 80.3 5 19.7 78.8 21.2 76.7 23.3 82.5 17.5 84.1 15.9 85.7 14.3 90.9 9.1 91.3 8.7 
Ohio 98.1 1.1 95.9 2.4 98.2 1.0 98.7 .7 99.0 .7 99.1 .5 99.0 .6 100.0 0 
South Carolina 93.3 6 1.6 87.9 3.0 95.7 .2 96.3 .6 94.4 .9 90.0 1.2 92.2 1.0 98.4 0 
Wisconsin 75.9 7 3.2 74.8 3.4 78.6 1.6 82.7 1.0 85.5 1.1 84.9 1.6 87.5 .8 87.3 .5 
Wyoming 95.9 4.1 94.7 5.3 97.1 2.9 98.5 1.5 96.8 3.2 98.4 1.6 100.0 0 100.0 0 

States w i t h 2.7-percent 
maximum rate: 

Alabama 99.9 --- 99.5 --- 99.7 --- 99.9 --- 100.0 --- 99.8 --- 100.0 --- 100.0 ---
Arkansas 86.8 --- 84.1 --- 91.8 --- 93.9 --- 91.6 --- 91.8 --- 86.7 --- 83.3 ---

California 8 62.0 --- 50.4 --- 60.3 --- 69.2 --- 72.2 --- 73.9 --- 76.0 --- 79.1 ---
Dis t r ic t of Columbia 94.7 --- 91.6 --- 97.1 --- 98.4 --- 99.9 --- 99.1 --- 99.2 --- 100.0 ---
Georgia 93.2 --- 92.4 --- 92.9 --- 95.1 --- 94.2 --- 90.1 --- 91.0 --- 91.2 ---
Indiana 86.1 --- 79.0 --- 83.8 --- 87.8 --- 87.9 --- 86.5 --- 84.4 --- 81.7 ---
Massachusetts 96.0 --- 89.0 --- 97.2 --- 98.3 --- 98.5 --- 98.1 --- 98.1 --- 99.7 ---
New Hampshire 86.1 --- 82.8 --- 88.8 --- 87.3 --- 89.1 --- 89.2 --- 78.5 --- 90.0 ---
N o r t h Carolina 72.9 --- 62.2 --- 63.2 --- 72.7 --- 79.6 --- 80.1 --- 74.7 --- 67.8 ---
Oregon 85.4 --- 79.8 --- 84.3 --- 87.0 --- 88.1 --- 86.3 --- 85.6 --- 89.1 ---
Texas 9 99.1 --- 97.5 --- 99.4 --- 99.8 --- 99.8 --- 99.9 --- 99.9 --- 100.0 ---
Vermont 10 84.4 --- 80.2 --- 79.8 --- 87.8 --- 85.9 --- 86.4 --- 91.7 --- 90.0 ---

1 Standard rate in all States except Michigan, where i t is 3.0 percent. 
2 Data available for only 20 States since reporting of average annual pay ro l l of 

experience-rating accounts was on a voluntary basis during the war. 
3 Less than 0.05 percent. 
4 Includes 214 rated accounts assigned rates above 2.7 percent but not classified 

b y average annual pay ro l l . 
5 Includes 14 rated accounts assigned rates above 2.7 percent but not classified 

by average annual pay roll. 
6 Includes 19 rated accounts assigned rates above 2.7 percent but not classified 

b y average annual pay ro l l . 

7 Includes 1,010 rated accounts assigned varying rates but not classified b y 
average annual pay ro l l . 

8 Includes 2,420 rated accounts assigned 2.7 percent but not classified by average 
annual pay rol l . 

9 Includes 376 rated accounts assigned various rates but not classified b y average 
annual pay ro l l . 

10 Includes 13 rated accounts assigned 2.7 percent but not classified by size of 
pay ro l l . 



I n New York, i f the average tax 
credit is related to 1944 taxable wages, 
the larger firms profited more under 
experience ra t ing than did the smaller 
firms. Firms w i t h an annual taxable 
pay ro l l of about $3,700 paid at a 2.0-
percent rate. However, firms w i t h 
pay rolls of about $37,000 to $370,000 
contributed at an average tax rate of 
1.8 percent, while the largest firms, 
those w i t h taxable pay rolls of about 
$3.7 mi l l ion or more, were taxed at a 
rate of 1.7 percent. 

Rate Variations by Industry and 
State 

Employers i n the same industry 
paid taxes at average rates that varied 
widely f rom State to State. For the 
13 selected States for which data are 
shown i n table 8, the average f i r m i n 
the construction industry paid taxes 
at the highest contr ibution r a t e 4 (2.1 
percent), while at the other extreme 
the average f i r m i n the finance, i n ­
surance, and real estate industry con­
tr ibuted at the lowest rate (1.6 per­

cent) . I n Texas, firms i n the con­
struction industry were taxed at an 
average 1.4-percent rate, while the 
average i n Tennessee and I l l inois was 
2.5 percent. Similarly, the finance, 
real estate, and insurance industry— 
w i t h stable employment and wage 
levels—also showed sharp differences 
i n average rates as among States. 
The averages ranged f rom a m i n i m u m 
of 0.7 percent i n Indiana to a maxi ­
mum of 2.0 percent i n Massachusetts. 
Such wide differences i n tax rates for 
employers i n the same industry are 
due i n large part to differences i n the 
various types of experience-rating 
plans, al though they may be part ly 
explained by differences i n economic 
conditions i n the States. Local condi­
tions probably account for some varia­
tions among widely separated firms i n 
the same industry. Differences lo ­
cally i n labor-market conditions, sup­
plies of raw materials, demands for 
goods, and so on may cause some fluc­
tuations i n employment and affect 
the contribution rate, but they prob­
ably would not result i n such extreme 
fluctuations i n tax rates for employ­
ers i n the same industry. 4 See footnote 3. 

Table 7.—Average employer contribution rates 1 for rated experience-rating accounts by 
average annual taxable pay roll, 20 States,2 1945 

[Based on data reported by State agencies; corrected to May 1946] 

State 
A l l 

rated 
ac­

counts 

Accounts w i t h pay rolls of— 

State 
A l l 

rated 
ac­

counts 
Less 
than 

$5,000 
$5,000-
9,999 

$10,000-
19,999 

$20,000-
49,999 

$50,000-
99,999 

$100,000-
999,999 

$1,000,000 
or more 

Total , 20 States 1.20 1.12 1. 22 1.18 1.17 1.19 1.22 1.21 

States w i t h maximum rate 
above 2.7 percent: 

Colorado 1.33 1.32 1.27 1.29 1.30 1.33 1.61 1.48 
Delaware .50 .51 .50 .50 .50 .50 .50 .50 
Iowa 3 1.36 1.28 1.28 1.28 1.26 1.27 1.27 1.17 
Minnesota 4 1.32 1.12 1.40 1.50 1.66 1.73 1.71 1.64 
Ohio 1.15 1.17 1.16 1.13 1.12 1.14 1.20 1.28 
South Carolina 5 1.28 1.33 1.23 1.19 1.25 1.38 1.40 1.27 
Wisconsin 6 1.02 .97 .93 .87 .80 .86 .77 .79 
Wyoming 1.19 1.22 1.17 1.13 1.16 1.11 1.10 1.00 

States w i t h 2.7-percent maxi­
m u m rate: 

Alabama. .54 .58 .54 .53 .52 .54 .53 .51 
Arkansas 1.52 1.53 1.51 1.46 1.47 1.48 1.60 1.50 
California 7 1.95 2.05 1.97 1.86 1.84 1.84 1.81 1.77 
Distr ict of Columbia .26 .35 .20 .16 .12 .14 .14 .12 
Georgia 1.49 1.42 1.50 1.45 1.46 1.55 1.62 1.65 
Indiana 1.07 1.05 1.05 1.03 1.03 1.08 1.18 1.41 
Massachusetts .71 .92 .70 .64 .63 .63 .64 .57 
New Hampshire 1.38 1. 35 1.35 1.37 1.34 1.39 1.64 1.60 
Nor th Carolina 1.90 1.86 1.98 1.88 1.82 1.88 2.06 2.13 
Oregon 1.67 1.62 1.67 1.66 1.68 1.72 1.79 1.69 
Texas 8 .56 .64 .58 .54 .53 .53 .51 .52 
Vermont 9 1.71 1.76 1.77 1.68 1.69 1.68 1.61 1.60 

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

2 See footnote 2, table 0. 
3 See footnote 4, table 6. 
4 See footnote 5, table 0. 
5 See footnote 6, table 6. 
6 See footnote 7, table 6. 
7 See footnote 8, table 6. 
8 See footnote 9, table 6. 
9 See footnote 10, table 6. 

Effect of War-Risk Provisions, 1944 
I n 1944, provisions for war-risk 

taxes became effective i n Ohio, t hus , 
making 10 States i n which such pro­
visions were i n operation during tha t 
year. These States levied the special 
taxes on 11.0 percent of a l l active ac­
counts 5 (table 10). The effect of the 
war-risk provisions was to increase 
the contribution rate for 1944 f rom 
1.43 percent (assuming there had 
been no war-risk taxes) to 1.90 per­
cent i n these States (table 9 ) . For 
al l experience-rating States com­
bined, the additional war-r isk con­
tributions increased the effective av­
erage employer contr ibution rate for 
1944 from 1.59 to 1.74 percent; for the 
country as a whole, including States 
without experience ra t ing, the aver­
age rate was raised f rom 1.79 to 1.92 
percent. War-r isk contributions were 
greater i n 1944 t h a n i n 1943 for sev­
eral reasons: the special tax provi ­
sions went in to effect i n Ohio i n 1944; 
war-risk taxes were i n effect th rough­
out 1944 i n 10 States but i n only 2 
throughout 1943; and rising pay rolls 
increased both the number of liable 
firms and the pay-rol l base to which 
the special tax was applied. 

5 Excludes Missouri; data not available. 

War- r i sk contributions i n 1944 i n ­
creased the revenue i n the 10 States 
by about one-third above the amount 
due under the normal experience-rat­
ing provisions. The additional reve­
nue amounted to $75 mi l l ion , or more 
than twice the 1943 increase. W i t h ­
out this increase, 1944 contributions 
i n the war-risk States would have 
fallen 46 percent below the amount 
due at the standard rate. W i t h the 
war-r isk contributions, however, the 
revenue reduction was only 29 per­
cent. 

The greatest increase i n tax rates 
occurred i n Wisconsin, the only State 
i n which the war-risk revenue at least 
equaled the reduction i n revenue due 
to experience rat ing. I n this State, 
chiefly because of the special postwar 
reserve tax of 0.5 percent imposed on 
all f i rms, the average tax rate i n ­
creased from 1.83 to 3.08 percent. The 
additional revenue collected under the 
war-r isk provisions amounted to $17.2 
mi l l ion , or 69 percent of the contr ibu­
tions due under the normal experi­
ence-rating provisions, and yielded a 
surplus of $5.2 mi l l ion , 14 percent 



more than the amount collectible at 
the standard rate. 

I n Mary land the rate was increased 
f rom 1.51 to 2.28 percent, and, as a 
consequence, contributions were 51 
percent above those due under the 
normal tax provisions. Iowa's i n ­
crease i n the average rate f rom 1.68 to 
2.40 percent resulted i n an increase i n 
revenue of 43 percent above the 
amount collectible under the normal 
tax provisions. I n Alabama the av­
erage increased f rom 1 percent to 1.31 
percent, and revenue rose 31 percent 
above the normal contributions. I n 
Oklahoma, where the rate increase 
was the smallest, the tax rose f rom 
1.37 to 1.45 percent, and the increase 
amounted to only 6 percent of the 
amount collectible at the normal rate. 

Table 8.—Average employer contribution rate,1 by industry division, 13 States, 1945 

[Based on data reported by State agencies; corrected to May 1946] 

State Tota l , all 
industries 

Indus t ry division 

State Tota l , all 
industries 

M i n i n g 

Con­
tract 
con­

struc­
t ion 

M a n u ­
factur­

ing 

Transpor­
tation, 

commu­
nication, 
and other 

public 
utili t ies 

Whole­
sale and 

retail 
trade 

Finance, 
insur­
ance, 

and real 
estate 

Service 
Indus­
tries 

Tota l , 13 States 1.8 1.9 2.1 1.7 1.7 1.7 1.6 1.8 

Alabama 1.2 1.4 1.5 1.2 1.3 1.1 .8 1.3 
California 2.2 2.1 2.4 2.2 2.1 2.2 1.9 2.2 
Il l inois 1.5 2.4 2.5 1.4 1.3 1.4 1.1 1.5 
Indiana 1.3 2.0 2.1 1.3 1.3 1.1 .7 1.3 
Kentucky 1.8 2.3 2.2 1.8 2.1 1.7 1.3 1.9 

Maryland 1.4 1.7 1.9 1.4 1.4 1.4 1.2 1.4 
Massachusetts 1.9 1.4 2.1 1.5 1.9 1.9 2.0 2.3 
Minnesota 1.6 2.1 2.4 1.8 1.7 1.6 1.3 1.4 
New Jersey 1.7 1.4 2.2 1.9 1.6 1.5 1.4 1.7 
Ohio 1.6 2.0 2.0 1.5 1.6 1.5 1.2 1.6 

Pennsylvania 1.8 2.0 2.0 1.7 1.9 1.8 1.7 1.8 
Tennessee 2.0 2.3 2.5 2.2 2.1 1.9 1.4 2.0 
Texas 1.2 1.1 1.4 1.1 1.2 1.2 1.0 1.3 

1 Computed b y weighting the different rates b y 
number of accounts assigned these rates and differs 
from the average rates i n table 3, which were com­
puted by using amount of taxable wages at each 
rate as weights. The average rates used i n this table 

assign equal importance to al l employers, regardless 
of size, and represent the rate of the average em­
ployer. The rates i n table 3 represent over-all 
revenue rates. 

Table 9.—Effect of war-risk provisions on employer contribution rates and revenue, by State, 1943 and 1944 
[Based on data reported by State agencies; corrected to May 1946] 

State 
Effective 

date of 
war-risk 

provisions 

Average employer con­
t r ibu t ion rate (percent) 

Reduction in revenue under 
"normal" experience-rating 

provisions 
Addi t ional revenue from war-

risk contributions 2 Net reduction in revenue 

State 
Effective 

date of 
war-risk 

provisions 

Excluding 
war-risk 
contribu­

tions 1 

Including 
war-risk 
contribu­

tions 

Amount ( in 
thousands) Percent Amount ( in 

thousands) 

As percent of 
contributions 

under "normal" 
experience-

rating 
provisions 

Amount ( in 
thousands) Percent 

State 
Effective 

date of 
war-risk 

provisions 

1943 1944 1943 1944 1943 1944 1943 1944 1943 1944 1913 1944 1943 1944 1943 1944 

A l l States 
---

2.04 1.79 2.09 1.92 $403,778 $566,887 25 34 $32,549 $75,265 3 7 $371,229 $491,622 23 30 
A l l experience-rating 

States 
---

1.77 1.59 1.85 1.74 403,778 566,887 35 42 32.549 75,265 4 10 371,229 491,622 32 37 
A l l war-risk States --- 1.59 1.43 1.86 1.90 122,220 197,604 41 46 32,549 75,265 19 33 89,671 122,339 30 29 

Alabama Apr . 1943 1.26 1.00 1.42 1.31 9,475 11,768 54 63 1,116 2,131 14 31 8,359 9,637 47 52 
Florida July 1943 2.24 3 2.10 2.33 2.25 2,632 3 3,650 17 3 22 523 3 914 4 3 7 2,109 3 2,736 14 3 17 
Illinois do 1.36 1.16 1.53 1.66 57,695 72,559 50 57 7,142 23,558 12 43 50,553 49,001 43 38 
Iowa do 1.92 1.68 2.20 2.40 3,786 5,203 29 38 1,385 3,672 15 43 2,401 1,531 18 11 
Mary land do 2.01 1.51 2.49 2.28 7,799 12,581 26 44 5,487 8,160 24 51 2,312 4,421 8 16 
Minnesota Jan. 1943 1.56 1.61 2.29 2.33 9,296 9,286 42 40 5,961 6,124 47 45 3,335 3,162 15 14 
Missouri July 1943 1.57 1.73 1.68 2.02 14,241 12,601 42 36 1,400 3,750 7 17 12,841 8,851 38 25 
Ohio Jan. 1944 --- 1.49 --- 1.71 --- 51,449 --- 45 --- 9,355 --- 15 --- 42,094 --- 37 
Oklahoma Jan. 1943 1.58 1.37 1.80 1.45 5,400 6,571 41 49 1,052 429 14 6 4,348 6,142 33 46 
Wisconsin July 1943 1.78 1.83 4 2.44 4 3.08 11,896 11,936 34 32 4 8,483 4 17,172 4 37 4 69 4 3,413 4 5 (5,236) 4 10 4 5 (14) 

1 Average employer contribution rate excluding war-risk contributions repre­
sents actual ratio (percent) of employer contributions to taxable wages reported 
by State agency and adjusted to exclude estimated additional contributions from 
war-risk provisions. 

2 Estimated increase in revenue over amount collectible on 1943 taxable wages 
i n absence of war-risk contribution provisions. 

3 Preliminary estimate. 
4 Includes effect of special "postwar reserve" contribution of 0.5 percent. 
5 Represents an increase over revenue due at the standard rate. 

Effect of the Reconversion on 
Tax Rates 

Although the end of the war had no 
effect on 1945 contribution rates and 
l i t t l e on 1946 rates, i t w i l l have a pro­
nounced effect on rates assigned for 
1947 and later years. The degree and 
direction i n which tax rates w i l l 
change i n any one State, however, de­
pend on legal as well as economic 
factors. 

The date at which new rates are 
computed and become effective w i l l 

postpone for varying periods the ef­
fect of changes i n the wage and em­
ployment levels. Changes i n rates 
due to the war's end w i l l be delayed 
i n some States as much as 17 months 
after the end of hostilities. The 
special war-r isk provisions were i n ­
effective at the close of 1945 i n about 
ha l f the States tha t had such provi ­
sions i n effect at the beginning of the 

year. I n the others, fewer firms are 
l ikely to be liable for the extra tax 
because of declines i n pay rolls. The 
rates wi l l therefore tend to decline i n 
those States unless other factors 
counterbalance the disappearance of 
war-r isk taxes. 

Changes i n pay rolls w i l l affect 
employer contribution rates signi­
ficantly. I n al l experience-rating 



plans the amount of pay r o l l is an i m ­
portant element i n the index used to 
measure an employer's experience. 
Changes i n rates caused by changes 
i n pay rolls w i l l vary w i t h the type 
of experience-rating plan. As ex­
plained below, w i t h given pay-rol l 
fluctuations, rates tend to rise under 
some plans and fa l l under others. 

Regardless of pay-rol l movements, 
i n many States war firms whose pay 
rolls have declined during reconver­
sion w i l l pay at increased rates be­
cause of their less favorable employ­
ment experience during 1945 and 
1946. However, this increase may not 
occur i n a l l cases i n reserve-ratio 
States or i n States which imposed 
special war-r isk taxes. I n such 
States, rates may decline as pay rolls 
decline. 

For a considerable majori ty of the 
experience-rating States, one of the 
determining factors i n setting tax 
rates is the amount of accumulated 
reserves, which is strongly related to 
the amount of benefits charged i n 
previous periods. 

The substitution of new employer 
accounts for what are now surplus 
war-employer accounts wi l l also result 
i n changes i n rates. Firms which 
were established before or dur ing the 
war and have qualified for reduced 
rates may find i t necessary to dissolve, 
and the new firms taking their place 
w i l l be taxed at the standard rate. 
This condition w i l l tend to push rates 
upward. I n terms of net effect on the 
average rate i n a State, the dissolution 
of war-born firms w i l l probably be 

more important than the appearance 
of new firms. The former are prob­
ably large establishments, whose pay 
ro l l constitutes a substantial port ion 
of the pay ro l l i n the State, whereas 
the new firms are likely to have con­
siderably smaller pay rolls. 

Dur ing the war, both the firms pro­
ducing for the mi l i t a ry market and 
those producing for the civil ian mar­
ket found i t necessary and profitable 
to mainta in fu l l production for a 
much larger part of the year than 
they had done before the war. After 
the war, however, except for the first 
months of feverish act ivi ty to catch 
up w i t h war-induced shortages, a re­
t u r n to the prewar pat tern of seasonal 
employment may be reasonably ex­
pected. Thus, even i f the coming 
years are periods of h igh employment, 
seasonal lay-offs may be expected to 
increase claims loads and to raise em­
ployers' contr ibution rates. 

The most important single factor 
tha t determines how rates vary under 
given economic conditions is the gen­
eral type of experience-rating system 
i n operation i n a State. Therefore, i n 
the following discussion of possible 
changes i n the level of average rates, 
the reconversion impact is analyzed 
separately i n terms of each of the 
existing plans for modifying con­
t r ibu t ion rates. 

Table 10.—Number of active and war-risk accounts, 10 States, 1943-44 
[Based on data reported by State agencies; corrected to May 19461 

State 

1943 1944 1 

State A l l 
active 

accounts 

War-risk 
accounts 

A l l 
active 

accounts 

War-risk 
accounts State A l l 

active 
accounts 

Number 
Percent 
of active 
accounts 

A l l 
active 

accounts 
Number 

Percent 
of active 
accounts 

A l l war-risk States 137,343 7,636 5.6 169,737 18,646 11.0 
Alabama 6,146 236 3.8 6,753 192 2.8 
Florida 7,470 693 9.3 7,483 1,203 16.1 
I l l inois 42,355 689 1.6 39,717 2,551 6.4 
Iowa 7,832 326 4.2 7,498 575 7.7 
Mary land 14,591 2,999 20.6 12,836 3,382 26.3 
Minnesota 26,423 297 1.1 24,650 274 1.1 
Missouri 12,939 647 5.0 (1) (1) 

(1) 

Ohio --- --- --- 50,245 7,969 15.9 
Oklahoma 6,155 249 4.0 6,514 592 9.1 
Wisconsin 2 13,432 1,500 11.2 14,041 1,908 13.6 

1 Excludes Missouri; war-risk data not available. 
2 Excludes accounts subject only to the 0.5-percent 

special postwar reserve tax (this tax applicable to al l 
accounts). 

States With Reserve-Ratio Plan 
Under the reserve-ratio method 

for determining employer contr ibu­
t ion rates, i n use i n 27 States, rates 
are varied i n accordance w i t h the 

rat io between the amount i n the em­
ployer's reserve account, which usu­
ally consists of the excess of accumu­
lated past employer contributions 
over the sum of the past benefits paid 
from his account, and his average an­
nual pay ro l l . As this rat io increases, 
the employer becomes eligible for 
lower rates and, conversely, as the 
ra t io decreases, he becomes liable for 
higher rates. 

Under the reserve-ratio system, the 
effect of sudden changes i n any 1 year 
is cushioned by the very nature of the 
method used i n determining rates. 
The use of cumulated contributions 
and benefits and average annual pay 
r o l l lessens the sensitivity of the ra t io 
to sudden fluctuations i n employment 
and wage levels. Thus, during the 
first stages of declines or rises i n such 
levels, there may be l i t t l e or no change 
i n the reserve ratio, and therefore i n 
the rates assigned. For these reasons, 
rates determined under reserve-ratio 
plans may be slower to react to chang­
ing conditions t h a n rates assigned 
under any other plan, except the pay­
roll-variat ions plan. 

I f , however, there is a decrease i n 
average pay ro l l and (1) the employ­
er's reserve account increases (con­
tributions i n the past year are greater 
t h a n benefits i n the same year) , or 
(2) the employer's reserve account re­
mains the same (contributions equal 
benefits during the past year) , or (3) 
the employer's reserve account de­
creases (contributions are less t h a n 
benefits during the past year) but by 
a smaller percent than does the aver­
age annual pay ro l l , then the employ-
er's reserve rat io goes up and a lower 
rate is assigned. 

This situation has probably oc­
curred during the early phases of re­
conversion. Tota l pay rolls and em­
ployment have declined, and benefit 
payments increased, but for a short 
time the drop i n rates assigned to em­
ployers wi l l probably continue. I n 
the following period, however, when 
smaller contributions and greater 
benefit payments than during the war 
years may be expected, i t is probable 
that tax rates w i l l be stabilized, after 
a slight increase. 

States With Benefit-Wage-Ratio 
Plan 

I n eight States an employer's con­
t r ibut ion rate is based on his benefit-



wage ratio modified by the "State ex­
perience factor." The benefit-wage 
ratio for an employer is the rat io be­
tween the amount of benefit wages— 
that is, base-period wages—earned 
w i t h this employer by a l l workers who 
receive unemployment insurance pay­
ments during the corresponding bene­
f i t year and the total amount of wages 
he pays. Benefit wages for a part ic­
ular worker are counted only once re­
gardless of the number of payments 
he receives dur ing the given benefit 
year. To compute the employer's 
tax rate, his benefit-wage ratio is 
mult ipl ied by the "State experience 
factor," which is the percent tha t 
total benefit payments are of to ta l 
benefit wages i n the State for the past 
3 years. 

The benefit-wage rat io reacts very 
quickly to changes i n employment and 
wage levels, since under given con­
ditions the two components of the 
rat io change i n opposite directions. 
As a result of declines i n pay rolls and 
increases i n the to ta l amount of 
benefit wages connected w i t h the rise 
i n the number of beneficiaries dur­
ing the reconversion, the rat io be­
tween benefit wages and to ta l wages 
has undoubtedly increased and w i l l 
result i n a higher tax rate for the 
average employer i n 1947. 

I n addition, increases i n the State 
experience factor undoubtedly oc­
curred and w i l l tend to increase the 
tax rates s t i l l further. Dur ing the 
war, durat ion of benefits was very 
short. As a result the ra t io between 
benefits and benefit wages was held 
down, and the State experience fac­
tor was unusually low. W i t h the end 
of hostilities, duration of benefits 
lengthened, and increases i n the 
State experience factor w i l l follow. 

Rates assigned dur ing 1946 i n some 
of the benefit-wage-ratio States w i l l 
undoubtedly be lower than those for 
1945. The 1945 rates were based on 
experience w i t h employment and ben­
efit payments i n 1942, 1943, and 1944; 
rates for 1946 w i l l be based on ex­
perience dur ing 1943, 1944, and 1945. 
I n 1945, i n some of these States, the 
rat io of benefit payments to pay rolls 
was lower than for 1942, and there­
fore substituting the more favorable 
year (1945) for the less favorable year 
(1942) w i l l result i n lower tax rates. 
The benefit-wage-ratio plan is des­
igned to replenish the unemployment 

trust fund by the amount of benefits 
wi thdrawn i n the preceding year. 
Replenishment, however, does not ac­
tual ly take place, p r imar i ly because 
the rate structure is too heavily 
weighted w i t h low rates. The max i ­
m u m tax rate prevents collections 
from some employers f rom equaling 
benefit payments to their employees; 
the revenue lost as a result of this fea­
ture is generally greater than the 
amount made up by taxing other em­
ployers at the min imum rate, where 
a min imum rate above zero is pro­
vided for. 

A t the same time, i n States where 
the rat io of benefits to pay rolls i n ­
creased i n 1945, the rates for 1946 
w i l l probably rise above those as­
signed for 1945. Nevertheless, the 
plan w i l l also push rates upward i n 
1947 and 1948, as the years 1946 and 
1947 replace the years 1943 and 1944 
i n the base period which determines 
the tax rate. I n 1946 and 1947, both 
the number of persons receiving ben­
efits and the duration of the benefits 
w i l l have increased well over those i n 
the war years, while pay rolls may de­
crease from wartime peaks; tax rates 
must therefore rise i n order to re­
plenish even part ial ly the wi thdraw­
als f rom the fund. 

I n summary, as a result of experi­
ence during the reconversion period, 
the benefit-wage rat io and the State 
experience factor w i l l increase and 
thus result i n increases i n the con­
t r ibu t ion rate beginning w i t h the 1947 
rate year. The reaction to changing 
conditions i n these States w i l l occur 
much more quickly and to a greater 
degree than i n the reserve-ratio 
States. 

States With Benefit-Ratio Plan 
I n 1945 the benefit-ratio formula 

was used without major modification 
i n six States. According to the provi ­
sions of this system, the ratio between 
benefits charged to a particular ac­
count over the preceding 3-year period 
and the to ta l taxable wages of the 
account for the same period are d i ­
rectly converted into a contribution 
rate. 

This type of index is more sensitive 
to fluctuation i n wages, employment, 
and so on than any of the other i n ­
dexes used to determine contribution 
rates. Like the beneflt-wage-ratio 
method, the benefit rat io is so com­

posed tha t there are no offsetting fac­
tors tha t would prevent sudden 
changes i n the assigned rates as em­
ployment conditions change. As the 
numerator (benefits) increases, the 
denominator (wages) decreases, so 
tha t the rat io and the rate go up. I n 
addition, the benefit rat io is directly 
influenced by changes i n the duration 
of benefit payments. Under this type 
of rat io the wage decline i n the recon­
version period, combined w i t h the i n ­
crease i n benefits, raised the benefit 
rat io and therefore the rates tha t wi l l 
be assigned to employers for 1947. 

States With Combined Reserve-
Ratio and Benefit-Ratio Plan 

I n only two States—South Dakota 
and Vermont—are the potentially 
wide fluctuations due to the use of the 
benefit-ratio formula modified by 
combination w i t h a reserve-ratio 
requirement. 

I n South Dakota, i f , among other 
conditions, an employer's reserve ac­
count is not less than 7.5 percent of 
his average pay rol l for the 3 preced­
ing years, the employer is eligible for 
rate reductions based on his benefit 
ratio, i n accordance wi th a schedule 
established by the Unemployment 
Compensation Commission. I f , how­
ever, the reserve rat io is at least 10 
percent, the contribution rate is set 
at zero. Thus, i f an employer's reserve 
rat io remains w i t h i n the range of 7.5-
10 percent, his contribution rate w i l l 
fluctuate w i t h his benefit rat io. 

I f , however, pay rolls decrease more 
rapidly t h a n reserves, employers' re­
serve ratios may rise to 10 percent and 
their contribution rates drop to zero. 
Thus, the tendency for rates to rise as 
benefits increase and pay rolls decline 
wi l l be wholly or part ly offset by the 
decline to zero i n the tax rates of em­
ployers whose reserve ratios rise. 

Under the Vermont law, an em­
ployer is eligible for rate reductions 
i f , i n addit ion to other factors, his 
reserve rat io is at least 2.5 percent of 
pay rolls for the last 3 preceding 
calendar years or 7.5 percent of pay 
rolls i n the last preceding calendar 
year, whichever is higher. Reduced 
rates are then assigned on the basis 
of the employer's benefit ra t io i n ac­
cordance w i t h a schedule established 
by the Unemployment Compensation 
Commission. Thus, for qualified Ver-



mont employers, characteristics of the 
benefit-ratio plan discussed above 
w i l l generally prevail. 

However, changes i n the over-all 
average tax rate w i l l be more or less 
marked i n Vermont than i n benefit-
rat io States, depending on the rela­
tionship between employer pay rolls 
and reserves. For example, an up­
ward movement i n contr ibution rates 
w i l l be diminished i f employer reserves 
fa l l less rapidly than pay rolls, since 
more employers w i l l meet the 7.5-per­
cent reserve requirement and become 
eligible for reduced rates. A n up­
ward tendency w i l l be accelerated, 
however, i f reserves fa l l more rapidly 
than pay rolls; i n this case, fewer em­
ployers w i l l qualify for rate reductions 
and i n this way w i l l push the average 
rate upward. 

State With Compensable-Separa-
tions-Ratio Plan 

One State, Connecticut, uses com­
pensable separations to measure an 
employer's experience w i t h unem­
ployment. However, the individual 
employer's tax rate is determined by 
comparing his experience w i t h tha t of 
al l other employers and is therefore 
affected by their experience as well 
as his own. Rate variations f rom 
year to year can occur only for i n ­
dividual firms, since employers are 
ranked each year by the size of their 
compensable-separations rat io and 
rates are assigned so as to main ta in 
a constant average rate for the State 
as a whole f rom year to year. 

The compensable-separations rat io 
is defined as to ta l wages for the 3 
most recently completed years, d i ­
vided by the sum of 1 week's benefit 
payments to former workers who re­
ceived benefits during those years. 
Employers w i t h the highest ratios are 
assigned the lowest contribution rates. 
Tax rates for 1946 undoubtedly i n ­
creased for employers i n such indus­
tries as shipbuilding, where the end 
of the war brought drastic cur ta i l ­
ment of operations. Al though many 
of the workers found new jobs i n a 
very short time, the Connecticut plan 
does not take in to account directly the 
duration of benefits, and therefore, 
even i f these workers received only 
one benefit check, the experience 
ra t ing of their former employers was 
adversely affected. Employers i n the 
i ron and steel industry and manu­

facturers of chemical and allied prod­
ucts were s imilar ly affected by the 
war's end and therefore were proba­
bly assigned higher rates i n 1946. 

Employers i n the service indus­
tries, i n general, increased their em­
ployment after the war was over, and 
their 1946 contr ibut ion rates are 
l ikely to be lower than their rates for 
1945 and earlier years. Among the 
construction firms, too, employment 
increased above wart ime levels, and 
as a consequence tax rates w i l l be 
based on more favorable conditions. 
Manufacturers of textiles and wearing 
apparel maintained relatively stable 
employment levels during reconver­
sion and probably benefited at the cost 
of employers whose pay rolls declined. 

State With Pay-Roll-Variations 
Plan 

I n July 1945 the pay-roll-variations 
plan became effective i n New York. 
This plan, which differs i n many re­
spects f rom the other experience-
ra t ing systems, provides tha t an em­
ployer's experience w i t h unemploy­
ment shall be measured on the basis 
of three factors: year-to-year per­
centage declines i n taxable pay r o l l ; 
quarter-to-quarter percentage de­
clines i n to ta l pay r o l l ; and number 
of years the employer has been liable 
for contributions. The greatest 
weight is assigned the first factor, and 
the last carries the least weight. 

I n effect, the provisions specify tha t 
an employer who has had the small­
est yearly and quarterly percentage 
declines i n pay r o l l and who has been 
subject to contributions for the long­
est t ime, as compared w i t h a l l other 
employers, shall be entit led to the 
largest reduction i n his contribution 
rate. The rate reduction is effected 
by grant ing the employer a credit a l ­
lowance on his contributions for the 
current rate year. This credit is a 
proportion (based on his experience 
as measured above) of the surplus 
amount i n the unemployment t rust 
fund as of the beginning of the cur­
rent rate year. The surplus is defined 
as tha t amount which is i n excess of 
10.8 percent of taxable wages for the 
preceding year; 60 percent of this sur­
plus may be distributed as credit a l ­
lowances. None of the surplus w i l l 
be distributed, however, unless i t is 
at least 10 percent of the base amount. 

Since the provisions were effective 

as of July 1945, the result i n the i m ­
mediate reconversion period has been 
to reduce rates below the 2.7-percent 
rate effective i n preceding years. 
This reduction occurred regardless 
of changes i n levels of employment, 
unemployment, and wages. The av­
erage rate i n the State for the f o l ­
lowing years also may be expected 
to f a l l below 2.7 percent. Not only 
w i l l the 40 percent of the previous 
year's surplus be applied to the 1946 
rate year, but even though benefits 
increase and thereby reduce the fund, 
taxable wages w i l l also fa l l and there­
by reduce the amount required be­
fore a surplus can be declared. 

F rom the point of view of the i n d i ­
vidual employer, however, the pros­
pects for rate reductions vary w i t h 
the firm's own postwar progress. For 
the firms whose plant and pay rolls 
were swollen by war orders, rates w i l l 
not f a l l (after July 1946) as much as 
for other firms. Firms whose em­
ployment and production were held 
down or even decreased during and 
because of the war w i l l expand to meet 
the demands for consumer goods. 
These plants w i l l not experience pay­
ro l l declines and therefore w i l l gain, 
at the expense of the war firms, w i t h 
respect to credit allowances and rate 
reductions. 

Conclusion 
Employer contr ibution rates w i l l 

react most quickly to changes due to 
reconversion i n States w i t h benefit-
ratio, combined benefit and reserve-
ratio, and benefit-wage-ratio plans. 
Average rates i n these States may be 
expected to increase i n the first year 
i n which rates are based on a substan­
t i a l amount of the employer's post­
war experience. I n the reserve-ratio 
States, rates w i l l react more slowly; 
dur ing the first years after reconver­
sion, they may even continue to de­
cline but are l ikely to be stabilized 
shortly. 

I n New York the mere fact tha t the 
system became effective i n July 1945 
makes a fa l l i n rates inevitable. I n 
Connecticut, because of the provisions 
i n the law, the average State-wide 
rate w i l l be unchanged though there 
w i l l , of course, be considerable shuf­
fling up and down the rate scale 
among individual employers. 

For the Uni ted States as a whole 



the 1946 average employer contr ibu­
t ion rate wi l l fa l l below the 1945 level 
because: rates for 1946 w i l l be deter­
mined, even more than those for 1945, 
by the favorable conditions of the war 
years; experience-rating systems i n 
Louisiana, Nevada, and New York w i l l 
be i n operation for a fu l l year; lower 
min imum rates w i l l go into effect i n 
some States; and some war-risk States 
wi l l no longer have these provisions i n 
effect. 

I n 1947, however, except for some 
reserve-ratio States, and Connecticut 
and New York, rates w i l l very likely 
increase. 


