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disahbility insurance, and that addi-
tional States are seriously considering
this type of legislation. In one State
the unemployment insurance agency
handles the retirement system for
State employees, A State gagency that
attempted to keep all these accounts
in separate budgets would be living
with a Frankenstein. We need sim-
pler, not more complicated, budgeting.
The same flscal standards should pre-
vail for each program.

It seems clear also that the same
merit-system standards should pre-
vail for personmnel in both programs.
In States where there is a State-wide
civil-service system, this question Is
answered, and in other States a sin-
gle set of standards governing the
employment of workers in both pro-
grams would be advisable.

A single informational program
would help eliminate contradic¢tory
publicity, such as has sometimes
appeared. Much of the public mis-
understanding of the functions of un-
employment insurance and employ-
ment service has been caused by a lack
of coordination in issuing press re-
leases about the volume of placements
and the volume of unemployment In-
surance claimants. Because insufil-
cient explanation was given with the
flgures, the public often received the
impression that jobs were not being
filled while persons qualified to fill
those jobs were collecting benefits.
Analysis of the figures showed that
the people collecting benefits either
did not fit the requirements of the
jobs, or else the jobs were not “sult-
able” work for the claimants. We
badly need an aggressive informa-
tional program that will place our
operations squarely before the puhlic
and explain our purposes clearly. We
cannot go down separate roads; our
efforts must be integrated.

In the fleld of research snd statis-
ties, eoordination is likewise desirahle.
This is an area in which unemploy-
ment insurance makes one of its
greatest contributions. No other
government agency in the employ-
ment and wage area, either State or
Federal, has such a wealth of econ-
omic and labor data. The statistical
information is accurate and can be
kept up to date. Valuahle informa-
tion from the employment service
combines well with unemployment

data to give a complete picture. To
continue to operate research and sta-
tistics programs separately would be
costly and would cause employers
much hardship in making out reports.
I cannot say definitely what kind of
arrangements should be developed
within a State, but all logic points to
close integration of arrangements for
research and statistics.

A Community Service

There should be considerable flexi-
bility in the type of organization that
stems from the top level in the State
agency to the functions that are per-
formed in the local office. Each State
will wish to conslder the type of or-
ganization that, in view of the State’s
industrial composition, size, and other
characteristics, will provide the most
efficient employment service and
effective unemployment insurance.
‘While much has been said in the past
few years about the merits of a Fed-
eral employment service and the
merits of o State employment service,
from an operational standpoint these
programs are neither State nor Fed-
eral, hut local.

The type of local office required to
serve a community area must be de-
veloped according to the needs of the
area; a standard, fixed pattern should
not be used for every local office in
the State. In this developmental

work, representatives of employers In
the area to be served should be asked
for their opinion as to the kind of
service they will require from the two
programs. Labor organizations can
likewise provide important informa-
tion and should be consulted. This
would be an excellent opportunity to
use the techniques of labor-manage-
ment organization which proved so
useful to the employment service in
wartime,

Our programs must be sold to com-
munities not as Federal programs or
State programs, but as & community
service performing the following
functions: placement service for
workers seeking employment; coun-
seling service for those who need such
help; provision for financial ald to
workers when they are unemployed
and qualify for unemployment hene-
fits: suppor{ of purchasing power in
the community through the beneflis
paid to unemployed workers; analysis
of fob reguirements; and a wealth
of labor-mearket information. If this
whole program s thoroughly under-
stood by the community, our adminis-
trative problems will be eased con-
siderably. These are just a few of the
functions that can be coordinated and
developed to glve workers real employ-
ment security when both unemploy-
ment insurance and employment serv-
ice are again State-operated.

Experience Rating: Operations in 1945

and Future Trends*
Operations in 1945

CoNTRIBUTIONS to the unemployment
trust fund on 1945 wages are esti-
mated at $1.05 billion,’ or about 11
percent below the previous year’s
total of $1.17 billion. Although the
end of the war in August 1945 caused
taxable wages for 1945 to decline from

*Prepared In the Program Division,
Bureay of Employment Security.

1 Except for the discussion on page 16,
the effect of war-risk provisions (inciud-

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 in
operation (Alabama, Florida, Ceorgla,
Illinols, Iowa, Kansas, Maryland, Minne-
gota, Missourt, Qhio, Oklahoma, and Wis-
consin). See the Bulletin, September
19486, pp. 8-15. .

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

Of the $1.05 billion contributed on
1945 wages, $970 million came from
employers and $80 million from em-
ployees. Experience rating caused
& decline in revenue from the preced-
ing year of about $630 million, or 38
percent.

Employers In the 45 States with ex-
perience rating paid contributions on
1945 wages at an estimated average
rate of 1.6 percent. As a resuit of the
reduced tax rates, employer contribu-
tions in these States were approxi-
mately 41 percent below what they
would have heen at the standard



10 Social Security
Table 1.—Average employer and employee contribution vates, 1941-45 ied from 0.4 percent in the District of
' Columbia and 0.6 percent in Delaware
Average contribution rate (percent) to 2.3 percent in Tennessee and 2.4
‘ percent in Louisiana and Nevada.
Year All States Experience-rating States There was, however, an increasing
Combined Combined concentration at the lower rates. In
ambine omplne A

emplover- | Employer | Employee ! | employer- | Employer | Employec! 1945, employers in 7 States, as com-
employee employee pared with 3 in 1944, contributed at
1941 9 72 2.8 Loo 2 50 217 Lgp 8D average rate of less than 1.0 per-
mgi;:::Zf:fi:::f::::f::: 2,32 2'.‘1)7 1.00 2fg; 1.81 o0 cent. One State in 1944, but none in

........................... 2.18 2.04 .03 1. 1.77 ] y
T 1.03 178 T02 175 159 ‘o1 1945, had an average rafe above 2.5
Iodsse LTl 18 L7 .9 18 16 .9  percent. The increase from 12 to 14

1 Average rates for States with employee contribue

ons.
15 Excludes effcets of war-risk contribution provi.
sions.

rate.”” For all 51 States, including the
6 without experience rating, the aver-

.age effective employer contribution
rate for 1945 is estimated at 1.7 per-
cent; employer contributions for the
Nation were about 39 percent below
contributions collectible at the stand-
ard rate (table 2).

Employees were taxed in only 4
States—at a rate of 0.2 percent, on
the average, In Alabama, 0.5 percent
in Rhode Island, and 1.0 percent in
both California and New Jersey. In-
cluding the employee tax In these
States, contributions made to the un-
employment trust fund during 1945
averaged ahout 1.8 percent for both
the 45 experience-rating States and
for all States.

During 1945, experience-rating pro-
visions were in effect in all but six
States (Alaska, Mississippi, Montana,
Rhode Island, Utah, and Washing-
ton). In 1945, experience-rating pro-
visions became effective for the first
time in Louisiana, Nevada, and New
York. Louisiana adopted a reserve-
ratio plan for rate variations, and
Nevada introduced a benefit-ratio
plan. New York enacted a method
for modifying employer contribution
rates that differs from all other sys-
tems in every Iimportant feature,
This plan, which is explained below
in some detail, measures an employ-
er's experience with the risk of unem-

1The standard rate Is the contribution
rate which all new employers are required
to pay until thelr “experience” with the
risk of unemployment is suficlent to serve
as & basis for rate modification under the
expertence-rating provislons of State
laws. It 18 2.7 percent in all States ex-
cept Michigan, where It ig 3.0 percent.
In 1845, rates in excesg of the standard
rate were acsighed in only 16 of the 45
experlence-rating States.

1 Preliminary; excludes

voluntary eoniributions
made daring year.

ployment on the basis of pay-roll
variations and age of firm.

Experience Rating, 194145

The consistently downward trend
in the national average employer-
employee contribution rate during
past years carried over into 1945.
The average rate drepped to 1.8
percent in 1945 from 1.93 percent
in 1944 and 2.72 percent in 1941, Em-
ployer contributions declined from
1.79 percent in 1944 to 1.7 percent in
1945 hecause of an increase im the
number of States with experience
rating and the continuance of favor-
able employment levels throughout
1944, Employee contributions for the
3 years 1943-45 in the States with
such contributions remained at an
average effective rate of 0.8 percent.
The average employer tax rate in the
experience-rating States in 1945 var-

Table 2.—Effect of experience rating! an
employer contributions, 1941-45

States with experience
rating
All
States
Reduction in | reduc
revenue tion in
rove
Aver- N nue as
.| BEe 8 per-
Year Ngg;' am- per- |cent of
ploy- cent con-
er of tribu-
con- | Amount: con- | tions
tribu- | (in mil- | tribu- at
tion | lioms) | tions | stand
rate at =’ ard
stand-| rate
ard
rate
194 .. 17 2.17 $64 20 5
942 ... 4l o181 269 34 20
19430 ... 401 1.77 404 35 25
19441 .. 42 1 1,59 867 42 34
1945712, ___ 451 L6 620 41 39

1 Excludeseffectof war-risk contributfon provislons.

# Preliminary; excludes voluntary contributions
made during year.

in the number of States with average
rates of 2.0-2.4 percent resulted
mainly from the relatively high av-
erage rates in 3 States where expe-
rience-rating provisions became effec-
tive late in 1945,

Average employer Number of States

contribution rate
{percent) 1941 | 1942 | 1943 | 1044 | 1045

Total. ... 17 34 40 42 45
Less than 1.00. ... 0 1 1 3 T
1.00-1.4%. . __..__. 2 1 7 10 11
1.50-1.99 .. .- 4 18 15 16 13
200-249. . ... g 12 14 12 14
2,50 or more_....__ 3 2 3 1 0

The average employer rate in ex-
perience-rating States fell from 2.17
percent in 1941 to 1.59 percent in 1944
gnd remained near that level—1.6
percent—in 1945 {tahle 2). The per-
centage reduction in employer con-
tributions below what would have
been due at the standard rate more
than doubled between 1841 and 1945;
in 1941, revenue was reduced 20 per-
cent, while in 1945 the reduction
amounted to 41 percent. From 1938,
when Wisconsin instituted the first
experience-rating plan, through 1945,
employer contributions have been cut
approximately $1.9 billion, or 22 per-
cent below the amount that would
have been paid at the standard rates.

Rates assigned during 1945 were
based largely on conditions during the
war, when employment was very high
and unemployment insurance pay-
ments were very low. Rates were be-
low the 1943 and 1944 levels in almost
all States, but especially in the ben-
efit-wage-ratio States and the hene-
fit-ratio States and also in most of
the States using the reserve-ratio
plan. In the last group, although pay
rolls increased, the reserves rose more
rapidly than the average pay roll used
in computing the reserve ratio, with
the result that reserve ratios rose and
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tax rates assigned to employers de-
clined.

The average tax rate for employers
in experience-rating States did not
fall below the 1944 rate primarily be-
cause abnormally high rates in Loui-
siana, Nevada, and New York in-

creased the average rate for all States .

with experience-rating provisions. In
Louisiana, employer taxes remained

at 2.7 percent until October, when the
rate reductions first became effective,
In Nevada and New York, employers
contributed at the standard 2.7-per-
cent rate until July, when the rates
-were reduced in Nevada and credit
allowances became available in New
York. If the experience-rating provi-
sions had been in operation for the
full year in these three States, their

gverage rates, and therefore the av-
erage for all experience-rating States,
would have declined.

For the country as a whole the
reduction In revenue as a result of
experience rating was, on a percent-
age hasis, nearly eight times as great
as it was in 1941. Contributions then
were only 5 percent below the amount
collectible at the standard rate, while

Table 3.—Selected experience-rvating data, by type of plan! and State, 1941-45
{Dala reported by State agencies; corrected to May 1946]

Percent of rated accounts with | A verage employer contribu- Reduction in revenue
" Date Mazxi- | Mini- reduced rates {ion rate {percent)? {pereent)?
experience | mum | mum
Siate Tating rate rate N
became (per- | (per- | 1041 | 1642 | 1043 | 1644 | 1945 104! 1942 | 1043 | 1044 | 1045 | 1641 | 1042 | 1043 | 1044 | 1645
affective | cent) | cent) | 17 34 40 42 45 M 40 42 45 17 34 40 42 45
States|Stales|StatesiSiates|States States States|States|States|States|States|States;Statas|States|States
B/ 4171 SRR EPPRN URUUIRPRPRIVE] PRI AR 54.8] 67.4] 74.7) B4.5| 910, 2.17| 181 1.77| 159 1.8 20 34 35 42 11
Reserve-ratio plan:
Arizona_ ... Jan. 1042 3.6 L0 [aoea- 42,71 S8R TF TLS| B3 4f_____ 2.51f 2,337 212 1.9 30
Arkansas_ . .. ... __.....__.| Apr. 1042 2710 LO | k6 70.4] 79.8) 86.8|._..._. 2.47) 2,16 206 2.1 2
California_. ... 2.7 1.0 28.0f 29.8) 37.0| b50.8) 62.0| 2.4B| 2.45 2 28/ 2.17 2.1 22
Colorado+ ... ... ... 3.6 [ 679 721| 8.7 88.9|.____. 1,980 1,921 .70 1.8 41
District of Columbia. 2.7 . 80.0) 91.6| 94 7| o _|--.--. 1.1 . 50 4 85
(23] 241 F 2.7 80.4] 88,5 93.2._____ 207 2.11] 1,98 1.9 430
FEAWAT e e oo ceoiaas 7 97.6) 87.8| O8.8) 1.65| 1.54 1.38 121 1.1 59
Idabo_ .. .7 65.6] 47.8) 83.9)....._[.-.... .53 2.43] 2.2 18
Indiana .. .. _________ . 2.7 68.0 828 B6.1] 2.28) 1.91] 1.87| 1.85 1.6 41
Towat, ... . 3.6 72.6| B2.6| 89,2 _____ 1,85/ 01,82[51.688] §1.4 548
Xansas. . _o.oooiieceeooooo—_-| JaDn. 1841 2.7 72.0; 83.8 629 2.07( 220 2.09) 2.10] 2.1 +22
Kentucky <. oo |eaann do.__.. 2.7 72.70 7.1 76.4| 2,68 2,32] 2.18] 2.08 1.9 30
Lounisiana. .. Oct. 1045 2.1 PR S, L7 Y IO D eeeee| 2.4 n
Maine. e e Juiy 1943 2.7 78.2; 71,9 o0.2 2,23 2.2 18
Missonrld . ... Jan. 1042 4.1 8l.68] 84.6 89.3 31.73] #1.5 F44
Nebraska ... Jan. 1840 2.7 66,6/ 84.4| 925 L7 1.3 52
New Hampshire. .. ... Jan, 1041 .7 66.8] 76.2] 8.1 L8l 17 37
New Jersey. .. Jan. 1042 3.4 68.11 753 8.1 1.85| 1.7 37
New Mexico. oo do....- 3.6 60.6) 727 4.7 1.67] 1.9 30
Jan. 1943 27 24.8| 53.0| 72.9 2.4 21 22
Jan. 1942 2.7 74.7] 82.8 90.4 1.64 15 44
_____ do.....| 3.5 92.7| 96,9 68.1 81,49 F1.4 148
July 1941 [ 74.0 60.7 T4.1| Bh4 2.23) 2.4 26
Jan. 1942 3.0 75.7 83,2 03.3 1,86 1.5 44
July 1944 3.3 L0 e feeeee e §73.3) 82.2 2.800 2.3 15
West Virginia Jan. 1041 2.7 85,6 0L3| 947 L62[ 1.4 48
Wisconsind, ... Jen, 1038 | 4.0 66.8) 76.2[ 75.9 ¢1.83[ *1.0 LY+]
Benefit-wage-ratio plan:
AlBDAMA. e ccicaaeaaon Apr. 1941 27 N 95.2] 99.2( ©9.9 FG3| ¢70
Dalaware_ ... Jan, 1942 3.0 N:] 96.8; 98.6{ 100.0 75 78
Iinols_ ... Jan. 1943 3.6 & 80.2] 83.8| 9.9 V57| 663
Massachusotts_ . ... Jan., 1942 7 .6 70.5) 01.5| 96.0 65 87
OKIShOma .o do.....| 2.7 N 80.1¢ 91.4] 981 149 E70
Pennsylvania. ....___. Jan, 1944 2.7 Lo oo 08.1| 60.2 55 48
TOXBS. .aome [P, Jan. 1941 27 .8 94,11 978 99.1 54 87
Virginda_ .| S 7| L0 92.6| 98.3| 99.8 55 50
Beneflt-ratio plan:
B TS £ F SN . 1942 2.7 LA A 68.5| 70.9% B4.5| o446/ . ___ 22718224/ 82.10) 82.0|_.._. 16 517 822 5206
Maryland.__ ..., ... 1943 2.7 [ I . e [19B4. B|1002.4] 062 |- 20054150 81 4f._ | ... 126 44| 248
Michlgan v ___________. 1842 40| L0 |.o.... 7.5 88.9] 4.5 80.5. ... 168 157 L17i 2.1).._... 44 58 Gl 30
Minnesotn ¢ 1041 3.250 .5 59.6| 67.3| 77.3) 7v.1] B0.3} 2.05| 1.9581.56/41.61 £1.8 24 281 542 U4 541
Nevada. ... 1945 48 LO feooooioo i ]aeees [N (- NS U A A [ 1SS P S N 11
Wyoming_ . 1942 3.5 T 39.2) 65.6f 82.5| 95.9|...___ 2.66] 163 1.67 L. 2 29 38 48
Combined reserve-ratlo and benefit-
ratio plan:
South Dakotad_ . .. __ Jan. 1940 a1 o 36,3} 59.1) v2.4] 72.8] 84.04 1,65 Lb7 1.16( 101 .9 39 42 57 63 67
Vermonb. .o Jan, 1041 277 L& 34.8| 50.5( 54.0f 77.5| 84. 4] 2.46) 2.10] 2.38 2.01 1.8 ) 22 12 25 33
Compensable-separations plan: Con-
necticut_. . Apr., 1941 27 L5 89.3| 84.8| 85.5| B4.B| B8.B| 2.20) 2,09 09| 212 2.1 15 2 2 21 22
Pay-roll-vatiations plan: New York_| July 1945 27100 o |eeeac]eeree e 09,9 |amaea]-- RV ER b1 DR (RSUSIVPIN) PRSP [, 28

1 States classified by type of plan in effect as of computation date of 1945 rates.

1 Preliminary estimates for 1945; 1945 data do not include effect of voluntory
contribufions from employers collected during the year. Effect of special war-
risk ¢ontribution pravisions alse excluded from rates for 1943, 1944, and 1945:
ratcs may be malerinlly affected in Stajes which previde for warisk contributions.
See footnotes 4 and B,

1 Preliminary estimates for 19456, Fercent shown for States represents differ-
cnce between estimated yivlds st 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.

1 State law provides for voluntary contributions.

4 State law provides for war-risk contributfons.

s Migimum rate was 1.0 percent until June 30, 1845, when it was changed to 0.5
pereen

T Maximum rate paid for 1945 was 2.7 percent.

a Excludes 1,980 accounts with nsufficient experience to be eligible for rate
reductum. Lhesu accounts received cither standard or increased rates

M:gumum rate was 1.7 percent until June 30, 1045, when it was changed to 0.7

percen:

1 Estimated.

11 In Michigan the standard rate is 3.0 percent; in all other Statesitls2.7 percent.
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in 1945 they were about 39 percent level of unemployment during the war using the benefit-wage-ratio system

below. The sharp decrease was due to  years. were, in general, lower than those
the increase in the number of States . R assigned in other States, ranging from
enacting experlence-rating provisions, V¥ @réation in Rates Among States, g percent in Delaware to 1.4 percent
to changes in exisfing experience- 1945 in Pennsylvania (table 3). Only three
rating provisions eliminating rates The average effective employer con- of the eight had average rates in

above the standard, and to the low tribution rates in the elght States excess of 1.0 percent; consequently,

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

IData reported by State agencies; corrected to May 1940]

Active aceonnts eligible for rate modification
Total Porceniage distribution by employer contribution rate
'Type of plan and Statc 2 c’}“g&gg Pereent
accotnts 3| Number “ft?n ‘Rate Rate Rate in specified interval
areoig | below | Standard| above
stand- rate 1 stand-
ard ¢ ard ! 0.0 0.1-0.% | 1.0-1.8 | 1,8-2.6 | 2.7 |2.75-3.6| 3.7-4.5
Total, 45 States. ..o ... .. B30, 514 | * 539, [1}4] 44.9 91.0 7.1 1.9 1.9 28.1 40.0 7.1
Resarve-ratio plan 311,380 | 220,049 7.0 84,3 14.4 .3 30.4 14. 4
Atrizona.. 4,156 2,758 ah. 4 a3.4 13.2 4 48, 2 13.2
Arkansas 18,153 10, 145 55.9 86.8 13.2 7.4 13.2
California 50, 701 33, 027 65,1 62.0 38.0 42,2 38,0
Colorada *. 3, 958 2 884 72.9 48.0 a.0 2.1 8.0
District of C 15,731 10, 448 G6. 4 94.7 53 1,6 5.3
Qeorgla 10__ 8, 605 5,872 67.5 03.2 6.8 .9 6.8
Hawaii 5§, 738 3,110 5.2 08, 8 1.2 311 1.2
Idaho ... 7,433 4, 568 61,5 8.9 18.1 38.4 16.1
Indiana ® 11, 366 9, 866 86.8 86.1 13.9 22.6 139
Tawn 919, , 628 | 5, 808 76.1 £89.2 7.1 25.7 7.1
Kansas 10__ 5, 273 3, 742 7.0 52,9 7.1 63.0 7.1
Keniueky ® 8, 826 1, 610 73.8 76.4 3.6 50.3 2.8
Louisiana. . 11,870 8, 686 72,8 85.2 14.8 11.3 4.8
Meine... 3, 538 2,643 75.0 002 9.8 71.4 8.8
Missouri 14,378 9, 200 .0 £89.3 6.6 P X O P 6.0
Nebraska 9. _ . . 263 3, 407 79.9 625 7.6 14.3 10. 5 7.5
3,109 2,909 76.0 86.1 13.9 53.8 6.9 13.9
New Jersoy.__.. 18, 615 14, 886 A0, 4 83.1 12,8 28.4 |oceeoo. 12.8
New Mexico._. , 885 3,167 53.8 B4.7 12.0 322 . ... 2.0
North Carolina 8,470 6, 887 81.2 729 27,1 40.1 24. 4 271
Noprth Dakota.. 1,631 1,137 74.3 0. 4 9.6 69.0 .5 9.6
Qhlg o ___ 50, 470 37,183 8.7 08,1 .8 49.0 4.7 .8
Qrogon._ . ... 9,815 7,138 7 85. 4 1114. 8 56.3 261|146
South Caroling 9. 4,335 2,930 61.6 93.3 8.1 32.5 2.7 5.1
Tennessoe. ... 7, 280 5,469 75,0 82,2 7.2 66.0 16.3 7.2
West Virgimy_. 4,492 3,0 68.3 94.7 5.3 33.0 3.5 5.3
Wisconsin v2%¢____________ .. _____ 14, 864 13,493 90.8 76.9 20,9 35,0 [cceaeooo 2.9
Benefit-wage-ratioplan. ..___...______.. 291,452 | 169,514 54,7 9.0 1.2 63.9 2.5 1.2
Alsbama o_________ N 6, 17¢ 4,290 6.4 3 1 4.1 N .1
Delawara. . 4, 551 3,711 815 .6 [ I (.
Minoig w._____ 40, 236 29, 549 73.4 215 L T PR,
Massachusetts. 73,737 27,151 36.8 10,9 2.9 4.0
Oklahoma to____ . 6,474 4,778 73.8 10.9 4.3 1.9
Pennsylvanis 132, 219 49,714 52.7 97.7 15 .8
eXas. .. .. 19, 357 13, 500 69.7 8.1 .6 .9
Virginia. __ ... 8, 699 6, 824 78.4 0.3 .6 .2
Beneflt-ratioplan. . ... ... 70,209 | 51,079 4.0 42,8 *7.3 5.9
Florida 10, _ 7,875 4, 865 61.0 819 |- 2.6 b. 4
Marytand 10__ 12, 628 8 g, 513 5.3 6.8 1.4 3.8
Michigan+. ... 18, 679 14, 669 8.5 78.5 02,0 | 7161
Minnesota ¢ 19_ 24, 001 18,879 8.7 12. 4 14,3 [caoeaa -
Novada___._. 2,902 1, 588 54.7 63.0 25.3 5.4
Wyoming. .. ... 4, 084 2,485 60. 4 90.9 5.0 0
Combined reserve-ratio and benefit-
ratioplan. ... 3,353 2, 620 781 84,2 38.1 20
South Dakota ¥_ 1,776 1,391 78.3 84.0 .9 .1
Vermont. . oo s 1,577 1,224 71.9 54.4 80.2 4,1
Compensahle-separations plan: Con-
Bt . e eccaeeaen 12, 456 9,432 757 83.8 ) D V> 2 (R SIS PR 72.0 16.8 1IL2 |
Pay-roll-variations plan; New York__.__ 141, 604 94, 605 66.8 g99. ¢ 0 U DRI IO [ 64.5 35.4 PR B SRS P
L Assigned for rate years beginning in 1945, a5 of computation dale for 1945 rates. ? Includes accounts assigned 3.0-percent rate in Michigan. See footnote 4.
Stated as percent of taxnble pay roll.  Lxeludes effcct of war-risk contribations in 8 Excludes asccounts assigned 2.8-percent and 3.0-percent rate in Michigan.
12 States.  See footnote 10, See footnote 4.
2 Classifted by type of plan in effeet as of computation daie for 1945 rates. * Exeludes voluntary contributions,
3 All rated and unrgted accounts; excludes sccounts newly subject after com- W Data do not include effect of speeclal war-risk contribution provisions in
putation date for 1845 rates. effect in State,
4+ Standard rate is 2.7 percent in all Staleg except Michigan, where it is 3.0 per- 1 Maximum statutery contribution rate under experience rating is 4.0 percent.
cent, Nao rate in excess of 2.7 percent assigned for 1945, however, because of size of bal-
s Excludes 1,168 Maryland accounts assigned standard rate under warrisk  ance in State unemployment compensation trust fund.
provisions of State law, 12 Less than 0.05 pereent,

t Includes accounts assigned 2.5-percent rate in Michigan. See footnote 4.



Bulletin, November 1946

13

reductions in revenue ranged from
about half to three-fourths of the
amount that would have been due at
the standard rate.

Rate reductions among the 27 re-
porting States using the reserve-ratio
plan were less pronounced than those
in the beneflt-wage-ratio States.
Only the District of Columbia, with
0.4 percent, had an average rate of
less than 1 percent. In 17 States the
averages ranged from 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

in 10 States the reductions were 30-50.

percent.

Qf the 830,514 active accounts in
the 45 experience-rating States for
the rate years beginning in 1945, 539,-
099, or 64.9 percent, were eligible for
rate modification (table 4). Almost
all (81.0 percent) of the rated ac-
counts—that is, accounts whose tax
rate may be varied-—-paid taxes helow
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 in the past, States using the
benefit-wage-ratic system assigned
reduced rates to the largest proportion
of rated accounts. In 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 leasf 96 percent of all
rated accounts: in the eighth State,
the proportion was almost 90 percent.

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

During -1945, despite the fact that
rate computations were based on the
favorable pay-roll and henefit levels
of the war years, Michigan employers
contributed to the unemployment
trust fund at an average rate that was
considerably higher than the rate for
1944-—2.1 percent as compared with
1,17 percent, This increase was the
first since experience-rating provi-

sions became effective in the State in
18942 and was caused entirely by a
1945 amendment to the taxing provi-
sions that 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 if
thelr reserve ratios on September
30, 1944, with respect to 1945 rates,
and/or their reserve ratios on Sep-
tember 30, 1945, with respect to 1046
rates, were less than 5 percent. The
inerease affected not only firms
with relatively heavy benefit charges
against their accounts but also those
whose pay rolls had increased at a

very rapid rate. Where such pay-roll
increases were greater, proportion-
ately, than increases in a firm’s re-
serve account, the reserve ratio may
have declined to less than 5 percent.

The effect of this provision, how-
ever, will be substantially offset by an-
other amendment passed in 1846.
Under this amendment, certain em-
ployers whose tax rates were in-
creased by the 1945 amendment will
be entitled to taX-credit allowances
against their contributions for 1948,
1947, or probably no later than 1948.
It provides, in part, that amounts paid
by employers in accordance with 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 Staie ageneics; corrected to May 1046)

Trans-
Jorta-
tion, Fi-
Con- com- | Whole-| nance, Sery-
trnot | Manu-| muni- [ sale | insur- | o - Miscel-
Employer contribution rate ! | Total |Mining| con- |factur-|cation,| and | aoce, |"g . " lanc-
strue- ing and retail snd tries | 0u2?®
tion other | trade | real
public estate
utili-
tles
Number of aceounts
Active accounts 830, 514| 15,156] 61,380| 155, 042) 33,327 342, 687 65, 277[149, 813 7,826
Rated aceouints_ 539,000| 0,286 35 308| 106, 844| 21,071| 225,511, 46,619 01,133| 2,707
Rated a8 percent . 849 81,8 ar.6 68.8 85.0 65.8 1.4 60.8] 846
Natmber with reduced rates 3.__( 480,458 7,478| 26,508/ 06,469] 20,005( 209,658 44,721( 83,455 1,886
Percent of raied accounts with
reduced ratea . _________ a1.0 80.5 5.8 00.8 §8.7 $3.0 95.9) 818 7%.4
10, 091 8.6 556 1,798 277 4,888) 1,177 1,252 50
151, 483 2,443 6,129 26, 290 6,706] 68,680 10,385 24,347 534
264,003 4,120 13,082 52,686 10,917( 112,060 23, 507; 46, 526 1,057
G4, B51 819 6, 802| 15, 774 2,194 24,008 3,588 11,327 339
35, 044 1, 218 5,444 7,662 1,263 12,515 1,473; b, B40 531
12, 20% 564 3,152 2,810 203 3,243 418 1,752 177
638 28 123 116 21 116 11 109 I3
.
Percentage distribution of rated accounts by industry division
100.0 0.9 5.5 17.8 2.7 48.4 11.7 12,4 0.6
100. 0 1.6 4.1 17.3 4.4 45.3 10.8 16,1 .4
100, O 1.6 5.0 16.9 4.1 42.4 8.0 17. 6 .4
100.0 1.3 10.5 2.3 3.4 37. 1 5.6 17. 5 .5
100.0 3.4 15,1 21.3 3.5 34,8 4,1 16, 2 1.5
100.0 4.6 25.8 21.4 2.4 26.6 3.4 14,4 1.4
100.0 5.4 2.9 2.6 3.9 21.06 2.0 20.3 2.4
Percentage distribution of rated aceounts by rate
Total o eieienaan 100.0 100. 0 106, 0 100.0 100.0 100.0 100, 0| 100.0f 100.0
Ra
0.0 1.9 .9 1.6 1.7 1.3 2.2 2.5 1.4 2.1
Q. 25.1 26.3 17,4 24.5 30,9 30. 5 361 2.7 19.7
1 49. ¢ 4.5 3Tl 49.3 50.4 40.7 .6 5.0 39.0
1. 12.0 8.8 19.3 14. 8 10.1 1. 6 7 124 125
2 6.7 13.1 15.4 7.2 5.8 5.5 3.2 6.4 19.6
2. 2.3 6.1 8.9 2.4 1.4 1.4 .9 19 6.0
3, At .3 .3 .1 .1 Al ™ .1 .5

L Pereent, of taxahle pay roll,

= Agriculfure, forestry end fishing, and establish-
mentis not elsewhere clossified.

2 Tncludes Michigan accounts assiguned 2.8-percent
rate. See footnole 4.

4 Standard rate for all States except Mlichigan,
where it ig 3.0 parcent.
& Less than 0.05 percent,
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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 ratic above
the required 5-percent level and (2)
the amount they would have paid un-
der the regular experience-rating
provisions. In addition, the 1946
amendment permits employers io
meake voluntary contributions which,
if made before January 31, 1947, may
be credited to their accounts as of the
computation date for 1945 rates or
1946 rates, as specifled by the employ-
ers. This provision will be of particil-
lar Importance to the employer whose
reserve ratio was only a little less than
5 percent, and whose extra contribu-
tions at the 3.0-percent rate are offset
by benefit charges so that there would
be no increase in his reserve ratio.
The employer can now make a volun-
tary payment, however, which will he
credited retroactively to his account
and in this way Increase his reserve
ratio 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:

Septem- | Calendar

Item her 30, year

1945 1946
‘Taxable pay roll._..__._._.__. SE00, 000 | SEQQ, 000
Reserve account. . $4,900 (...

Reserve tatlo..___.___
Voluntary contributio
New resorve ratio

Tax rate:
1945 amendments.. ... | .. _____. 3. 0%
Exporience rating. ... oo |.eoooeo_.. 1. 6%
Contributions:
M5 amendments_ ..o (... . $3, 000
Exporlencerating. . ____.__|__________ —$1, 600
Volantary contributlons. ... ____.____ —§100
Credit sllowanee ... |...______. 81,300

In New York the rate-variations
system began its first year of opera-
tion in July 1945. During this first
year, all but one-tenth of 1 percent
of the rated accounts were entitled to
credit allowances which would result
in an effective tax rate below the
standard rate. This high proportion
results both from the provisions of the

law and from economic conditions
during 194244, the pericd during
which a firm’s experience largely de-
termined its eligibility for credit al-
lowances. The law provides that, if
there is & surplus in the unemploy-
ment trust fund, an employer account
would be entitled to a credit allow-
ance if the sum of percentage declines
in the quarterly total pay roll of the
account did not exceed 300 percent.
During the war, only a few firms
would have been unable to meet this
requirement. ’

Rate Modification and Industry

As in previous years, employers in
industries which by their very nature
are not subject to seasonal changes
in employment or pay rolls and have
little labor turn-over benefited more
from experience rating than did em-
ployers in other industries (table 5).
The finance, iInsurance, and real
estate industry division is an example
of an industry with highly favorable
experience. More than 70 percent of
the firms in this industry division
were eligible for rate modification—a
higher proportion than in any other
division—and 959 percent of the
eligible firms were assigned rates he-
low the standard—again relatively
more than in any other industry divi-
sion. Firms in the usually erratic
contract construction division had the
lowest proportion of active accounts
eligible for rate modification (57.5
percent) and the smallest percent of
eligible accounts assigned reduced
rates (756.3 percent) of any industry
division except the miscellaneocus
group. .

In each of three industry divi-
sions—manufacturing, public utili-
ties, and trade—two-thirds of all ac-
tive accounts were eligible for rate
modification. The mining and service
Industry divisions ranked just ahove
the construction division, with about
61 percent of all accounts eligible for
rate modification,

Reduced rates were assigned to at
least 9 out of every 10 rated firms in
each of the industry divisions except
mining and construction . In 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, in addition to being

eligible for and recelving rate reduc-

- tions most frequently, also had the

highest proportion of accounts—
ahout 38 percent—with tax rates of
less than 1.0 percent. At the other
extreme, only 19 percent of the rated
accounts in the contract construction
division had tax rates below 1.0 per-
cent.

Rate Modification and Size of Firm

Twenty States submiited informa-
tion on the relationship between tax
rates assigned for rate years begin-
ning in 1945 and average annual pay
roll (tables 6 and 7). The use of tax-
able wages a5 a measure of a firm’s
size Is limited in that a worker’s wages
in excess of $3,000 are excluded, and
as a result the size of large firms is
disproportionately reduced, since
wages in excess of the first $3,000 gen-
erally constitute a greater proportion
of total wages in these firms than in
smaller firms.

The data in table 7 reveal little re-
lationship between tax rate and size
of firm. The average rate® for all
rated accounts in the 20 States was
120 percent, ranging from 112 per-
cent for firms with pay rolls below
$5,000 to 1,22 percent for firms with
pay rolls of $5,000-9,999 and of $100,-
000-999,999.

The . percent of rated accounts
taxed below the standard rate in-
creased, however, as the pay roll in-
creased and the percent assigned rates
above the standard rate decreased:
86.4 percent of all rated accounts were
assigned rates below, and 2.3 percent
rates above, the standard 2.7-percent
rate; 85 percent of the firms with less
than a $5,000 taxable pay roll were
assigned helow-standard rates, and
5 percent, above-standard rates. -

JAmong firms with pay rolls ranging

from $20,000-49,999, S50 percent were
taxed at rates below and 1 percent
at rates above 2.7 percent; 92 percent
of the firms with pay rolls of $1 million

FComputed by welghting 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 welghts, The
average rates used io this section assign
equal Importance to all employers, re-
gardless of slze, and represent the rate
of the average employer. The rates dis-
cussed earlier represent over-all revenue
ratea.
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or more were assigned rates below the
standard, while 0.4 percent had above-
standard rates.

- The data contained in tables 6 and
7 exclude unrated firms, all of which
are taxed at 2.7 percent. Unrated
firms are largely those which have not
been In business long enough to
qualify for rate variation under the
eXperience-rating provisions. Since
business births and deaths are much
more frequent in small firms than in
large, relatively more of the former
are usually assigned the 2.7-percent
rate as unrated filrms. It is likely,
therefore, that with respect to all

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 from State to State. In
some States the smaller firms, in
others the larger firms, were assigned
the lower average rates. In more
than half the States, however, the
propartion of accounts in each pay-

roll class taxed at a rate less than 2.7
percent was greater for larger firms,
In some States, both the average rate
and the proportion of accounts with
reduced rates increased as pay rolls
increased. The probable explanation
for these seemingly contradictory
movements is that the small firms re-
celving rate reductions in 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 if experience-rating accounts
were cross-classified by tax rates, size
of firm, and also by industry. If the
data were avallable for this type of
tabulation, it would then be possible
to isolate the two major factors af-
fecting employment and wages within
a specified firm—size of pay roll and
industry.

Of the 20 reporting States, only 8
provided for penalty rates in their
tax schedules. In Minnesota, 20 per-
cent of the rated accounts were taxed

annuual taxable pay roll, 20 States?

at penalty rates. This proportion de-
creased from 21 percent of firms with
pay rolls of less than $5,000 and 23
percent among the firms with pay
rolls of $5,000-9,999 to 9 percent of
the firms with pay rolls of at least $1
million, Conversely, the proportions
assigned rates below 2.7 percent in-
creased from 79 percent of firms with
pay rolls below $5,000 and 77 percent
for the firms with pay rolls of $5,000-
9,999 to 91 percent for firms with pay
rolls of $1 million or more.

In Delaware, less than 0.05 percent
of the rated accounts were taxed at
rates In excess of 2.7 percent. All
those firms assigned penalty rates had
average annual pay rolls of less than
$5,000; all with 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 in each pay-roll
class. Other States which taxed al-
most all rated accounts at less than
2.7 percent in each size-of-pay-roll
class were Alabama, Ohlo, Texas, and
Wyoming,

Table 6.—Percent of rated experience-rating accounts with 1945 employer contribution rates below and above 2.7 percent, by average

[Basad on data reported by State agencies; corrected to May 1945]

Accounts with pay rolls ol—
All rated
accounts $1,000,000
State Less than $5,000)  $5,000-0,008 § $10000-19,000 | $20,000-49,900 | $50,000-90,080 | $100,000-599,599 mors or
Below | Above | Below | Abave | Balow | Above | Below | Abave | Below | Above | Below | Above | Below | Above | Below | Above
Total, 20 States_____._| 86,4 23 85.1 4.9 86.3 2.0 B3.8 1.2 90.0 L0 85.9 0.9 90, 2 07 oL 7T 0.4
States wgth ﬁaxlmuni
rataabove 2.7 pereent;:
Colorado P 38,0 31 854 4| 8n.8 L7 90.3 18| oL§ 2 0.9 18| 80.5 5.2 8.0 4.0
we| @ 100.0 | & 100, 0 0 100.0 0 100.0 0 100.0 0 100.0 0 100.0 0
80.2| 3.7 00.8 ... 92.0 |-co..ooo S DO 931 ... OL8 | o O 1000 (ooooe...
80.3 | f10.7 78.8 2.2 8.7 23,3 82.5 17.5 84.1 15 85,7 14.3 80. 9 0.1 01.3 8.7
08,1 L1{ 859 24| 982 Lol sy T e 2.1 510 00,0 6| 100.0 0
23.3| sL6} 8.9 30| 9.7 2| 96.3 6| 044 80,0 L2| o022 Lo 8.4 0
el 3.2 74.8 3.4 78.6 1.4 B2.7 1.0 85.5 1 84.0 14 87.5 .8 87.3 B
95.9 41| 4.7 63| 971 20| 085 15| o6.8 3. 98.4 16| 100.0 0 1000 0
States with 2.7-percent
maximum rate;
Alabama_ .5 0.7 joeee 100.0
Arkansas. . 84.1 OBl aunans 916
California. - 50.4 603 ... 72.2
District of Columbla. .. 0.6 971 |eaaas 5949
QOTEIB . oo 02.4 928 oo 04.2
Indianga___.... 700 |oooaee 83.8 | 87.9
Massachusetts... . 80.0 |.ceeen.- 97,2 | 08.5
Now Hampshire. 8 ) PR 88.8 | aaeeooo B9.1
North Carolina.. 1272 [—— 63.2 |oceaaoan 7.5
Qregon. ... 79.8 |ecoeenan 84.3 |- 88.1 |.
Texas. ... 17 T PR 99. 4 |. 9.8 |.
Vermont_ ... _______ 80.2 |- 9.8 | ooaenan 85.9

1 Standard rate in all States except Michigan, where if is 3.0 percent.
: Data svailable for only 20 States since reporting of average annual pay roll of
experience-rating accounts was on 6 voluntary basis during the war.

¥ Loss than (.05 percent.

{ Includes 214 rated accounts assigned rates above 2.7 percent but not classified

by average annual pay roll.

# Tncludes 14 rated accounts assigned rates above 2.7 percent but not classified

by average annual pay roll.

annual pay roll,

annual pay roll,

pay roll.

* Includes 19 rated accounts assigned rates sbove 2.7 percent but not classified

by average snnual pay roll.

* Includes 1,010 rated accounts assigned varying rates but not classitled by
avernge annual pay roll.
8 Includes 2420 rated accounts assigned 2.7 porcent but not classified by average
¢ Includes 378 rated accounts assigned various rates but not classitted by avernge

¥ Includes 13 rated accounts assigned 2.7 percent but not classifled by sise of
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In New York, if the average tax
credit is related to 1944 taxable wages,
the larger firms profited more under
experience rating than did the smaller
firms. Firms with an annual taxable
pay roll of about $3,700 paid at a 2.0-
percent rate. However, firms with
pay rolls of about $37,000 to $370,000
contributed at an average tax rate of
1.8 percent, while the largest firms,
those with taxable pay rolls of about
$3.7 million or more, were taxed at a
rate of 1.7 percent.

Rate Variations by Industry and
State

Employers in the same industry
paid taxes at average rates that varied
widely from State to State. For the
13 selected States for which data are
shown in table 8, the average firm in
the construction industry paid taxes
at the highest contribution rate® (2.1
percent), while at the other extreme
the average firm in the finance, in-
surance, and real estate industry con-
tributed at the lowest rate (1.6 per-

+See footnate 3.

cent). In Texas, firms in the con-
struction industry were taxed at an
average l4-percent rate, while the
average in Tennessee and Illinois was
2.5 percent. BSimilarly, the finance,
real estate, and insurance industry—
with stable employment and wage
levels—also showed sharp differences
in average rates as among States.
The averages ranged from & minimum
of 0.7 percent in Indiana to a maxi-
mum of 2.0 percent in Massachusetts.
Such wide differences in tax rates for
employers in the same industry are
due in large part to differences in the
various types of experience-rating
plans, although they may be partly
explained by differences in economic
conditions in the States. Local condi-
tions probably account for some varia-
tions among widely separated firms in
the same industry. Differences lo-
cally in labor-market conditions, sup-
plies of raw materials, demands for
goods, and so on may cause some fluc-
tuations in employment and affect
the contribution rate, but they prob-
ably would not result in such extreme
fluctuations in tax rates for employ-
ers in the same industry.

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

[Based on data reported by State egencies; corrceted to May 1946]

Al Accounts with pay rolls of—
State r:t:id Less
counts | than | $5.000-| $10,000~  $20,000~ | $50,000~ | $100,000- | $1,000,000
. Rrich] 19,990 49,969 19,999 | 9u%,989 | or morc
$5,000
Total, 20 States ... 1.20 1,12 1,22 1.18 1.17 1.18 1.22 1.21
States with maximum rate
above 2.7 percent:
Colorado. coooomcacrac s 1.33 .32 1.7 1.29 1.30 1.33 1.61 1.48
Delaware.. . 50 .51 .50 )| - 50 .50 . B 50
Towa. ... . 11.36 1.28 1.28 1.28 1. 26 1.27 1.27 1.17
Minnesota. 11.32 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. §1.28 1,33 123 119 1,25 1.38 1.40 1.27
Wisconsin. _____ 91.02 BT _g93 .87 .80 .86 i .78
Wyoming. . _...ooiheiens 1.19 1.22 11 1.13 1. 16 1,11 1.10 1. 00
Siates with 2.7-percent maxi-
mum rate:
Alabama 5t . b8 i) 53 52 .64 .83 .ol
1. 52 1.5} 1. &1 1.46 1.47 1.48 1. GO 1.50
1. 95 2405 1.97 1. 86 1. 84 1.84 1.81 1.77
.26 .35 .20 16 12 .14 .14 .12
1.49 1.42 1. 50 1.45 1.46 1. 55 1.62 1.65
i 1.07 1.05 1.06 L.03 1.03 1.08 i.18 1.41
Massachusetts. ... .. .1l .92 .70 064 63 .63 . G¢ .87
New Hampshire 1.38 1.35 1.35 137 1.34 1. 30 1.64 160
North Caraolina.._ 1.40 1. 86 1. 68 1.88 .82 1.88 2.06 2.13
Qregon .. ... 1.67 1.62 1.67 1. G& 1.68 1.72 1.79 1.69
Texas 8 ___ - i LG4 .58 54 X . 53 .5t .52
Vermont . oL . 1.71 1.76 1.77 1.68 1.69 1.08 1.61 1.60

1 Coamputed by weighting 1he different rates by
number of accounts nssigned these rates and differs
from the average rates in table 3, which were com-
puted hy using amouni of taxable wages at cach rate
as weights. The average rates used In this table
assign equal importanee to all employers, regardless
of size, and represent the rate of the average employer.
The rates in table 8 represent over-all revenue rates.

? See [votnote 2, table 6.
5 oo footnote 4, table 6.
1 Ser footnole 5, table 6,
4 Bee footnote 6, table 6.
¢ 8ce footnote 7, tahle 6.
7 Bee footnote 8, table 6,
& See footnote 9, table G,
¢ Bec foolnate 10, table 6,

Effect of War-Risk Provisions, 1944

In 1944, provisions for war-risk
taxes became effective in Ohio, thus.
making 10 States in which such pro-
visions were in operation during that
year. These States levied the special
taxes on 11.0 percent of all active ac-
counts® (table 10). The effect of the
war-risk provisions was to increase
the contribution rate for 1944 from
1.43 percent (assuming there had
been no war-risk taxes) to 1,90 per-
cent in these States (table 9). For
all experience-rating States com-
bined, the additional war-risk con-
tributions increasecd the effective av-
erage employer coniribution rate for
1944 from 1.59 to 1.74 percent; for the
country as a whole, including States
without experience rating, the aver-
age rate was raised from 1.799 to 1.92
percent. War-risk contributions were
greater in 1944 than in 1943 for sev-
eral reasons: the special tax provi-
sions went into effect in Ohio in 1944;
war-risk taxes were in effect through-
out 1944 in 10 States but in only 2
throughout 1943; and rising pay rolls
increased both the number of liable
firms and the pay-roll base to which
the special tax was applied.

War-risk contributions in 1944 in-
creased the revenue in 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 million, or more
than twice the 1843 increase. With-
out this increase, 1944 contributions
in the war-risk States would have
fallen 46 percent below the amount
due at the standard rate. With the
war-risk eoniributions, however, the
revenue reduction was only 29 per-
cent,

The greatest increase in tax rates
occurred in Wiseonsin, the only State
in which the war-risk revenue at least
equaled the reduction in revenue due
to experience ratimg. In this State,
chiefly because of the special postwar
reserve tax of 0.5 percent imposed on
all firms, the average tax rate in-
creased from 1.83 to 3.08 percent. ‘The
additional revenue collected under the
war-risk provisions amounted to $17.2
million, or 69 percent of the contribu-
tions due under the normal experi-
ence-rating provisions, and yielded a
surplus of $5.2 million, 14 percent

5 Excludes Missouri; data not avallable.
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more than the amount collectible at
the standard rate.

In Maryland the rate was increased
from k51 to 2.28 percent, and, as &
consequence, contributions were 51
percent ahove those due under the
normal tax provisions. Iowa’s in-
crease in the average rate from 1.68 to
2.40 percent resulted in an increase in
revenue of 43 percent above the
amount collectible under the normal

. tax provisions. In Alabama the av-
erage increased from 1 percent to 1.31
percent, and revenue rose 31 percent
above the normal contributions. In
Oklahoma, where the rate increase
was the smallest, the tax rose from
1.37 to 1.45 percent, and the increase
amounted to only 6 percent of the
amount collectible at the normal rate.

Effect of the Reconversion on
Tax Rates

Although the end of the war had no
effect on 1945 contribution rates and
little on 1946 rates, it will have a pro-
nounced effect on rates assigned for
1947 and later years. The degree and
direction in which tax rates will
change in any one State, however, de-
pend on legal as well as economic
factors.

The date at which new rates are
computed and become effective will

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

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

Industry division
Tatal, ll o R T

,all| on- ation, . nance,
Btate {ndustries| tract | Manu- | comrmu- sﬁgﬁd ingur- ' | Bervice
Mining] con- | factur- | nieatlon, retall ance, | Indus-

strue- | ing |and other trade and real | tries
tlon public estate
utilitiss

18 L9 2.1 1.7 1.7 L7 1.6 L8
1.2 1.4 L5 1.2 1.3 11 .8 1,3
2,2 2.1 2.4 2.2 21 2.2 19 2.2
L& 2.4 2.5 L4 1.3 14 1.1 L5
1.3 2.0 2.1 1.3 1.3 11 T 1.3
18 2.3 2.2 1.8 2.1 1.7 1.3 1.9
1.4 L7 1.9 1.4 1.4 L4 1.2 1.4
L8 1.4 2.1 1.5 1.9 1.9 2.0 2,3
18 21 2.4 1.8 L7 Lé 1,3 14
L7 1.4 2.2 19 18 15 1.4 LT
16 2.0 2.0 L5 18 L5 1.2 18
LB 2.0 2.0 17 Lo 18 17 LB
2.0 2.3 2.5 2.2 2.1 19 14 2.0
12 1,1 1.4 1.1 12 1.2 1.0 13

t Computed by welghting the different rates by
number of accounts assigned these rates and differs
from the average ratcs ln table 3, which wore coms
puted by using smount of taxable wages at egch
rate 8g weights., The average rates used in this tabie

postpone for varying periods the ef-
fect of changes'in the wage and em-
ployment levels. Changes in rates
due to the war's end will be delayed
in some States as much as 17 months
after the end of hostilities. ‘The
special war-risk provisions were in-
effective at the close of 1945 in about
half the States that had such provi-
sions in effect at the beginning of the

assfgn aqual Importance to all am?loyers, regardless
of size, and represent the rate of the avcrage em-
ployer, Thoe rates In table 3 represent over-all
revenue rates.

year. In the others, fewer flrms are
likely to be liable for the extra tax
because of declines in pay rolls. The
rates will thereicre tend to decline in
those States unless other factors
counterbalance the disappearance. of
war-risk taxes.

Changes in pay rolls will affect
employer contribution rates signi-
ficantly., In =all eXperience-rating

Table 9.—Effect of war-risk provisions on emplayer contribution rates and revenne, by Staie, 1943 and 1944

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

Reduetion in revenue under :
Averaga employer con- i " h Additlonal revenue from war-
trihuti%n rate (%ercenh) norma.lpreoﬁpi:;g%gc&mtmg risk contributions Net rednetion i revenue
Eficetive As percent of
Stat date of Ezxcluding | Including eontributions .
8 war-risk war-risk war-tisk Amount (in Percent Amount (in | under “normal”| Amount (in Pereent
provisions | contribu- | contribu- thotusands) thousands) experience- thousands)
tions ! tions rating
provisions
1043 | 1944 | 1043 | 1044 1943 1844 1943 | 1944 | 1943 1944 1043 1944 1943 1944 1943 | 1044
Al Btates.____._.__. ceeceememe-o]| 2,04 | 179 | 2,08 | 1.92 |$403, 778 (3566, 887 25 34 332, 549 [$75, 265 3 7 |$371,229 $481, 822 23 30
All experlence-rating
Stabes. o femcccceraae- 1.77 | 1.59 | 1.85 | 1.74 | 403,778 | 565, 887 35 42 | 32,549 | 75,265 4 10 | 371,229 | 401,622 3z 37
............ 1,59 | 1.43 | 1,86 | 1.90 | 122,220 | 197,604 41 46 | 32,549 | 75,265 19 33| 89,671 | 122,330 30 28
Apr. 1043 | 1.26 | 1.00 | 1.42 } 1.31 9,475 11,768 54 63 1,118 2,131 14 31 &, 369 9,637 47 62
July 1843 | 2,24 2,10 | 2,33 | 225 2,632 , 650 17 | 222 523 i o014 4 a7 £,109 | #2738 14 117
..... do,..-.) 1.36 | 1.16 1 1.53 | 1.60 57,005 | 72 560 50 67 | 7,142 ¢ 23,558 12 43 60,5563 | 48,001 43 38
..... do.....| .92 [ 1.68 | 2.20 | 2.40 3, 186 6, 203 20 38| 1,3851 3,672 15 43 2,401 1,531 18 11
o.-do___. 201 | 1.51 249 |2.28 7,789 12, 681 26 44 5,487 | 8,160 24 51 2,312 4,421 8 16
Jan. 1943 | 1.66 | 1.61 | 2,20 | 2.33 9, 266 9, 286 iz 40 | 5,861 | 6,124 47 45 3,336 3,162 16 14
July 1943 | 1.67 | 1.73 | 1.68 | 2202 | 14,211 | 12,600 42 | 3, 3,750 7 17| 12,841 8,851 38 25
J| Jan. 1944 (.. L4l _____ ) 1) N IR, 61,449 '...... 45 | oo 9,355 |ooaeee. 15 Jooceeannn 42 084 |- 37
.| Jan. 1043 } 1.58 | 1.37 | 1.80 | 1.45 5,400 6, 871 41 49 | 1,052 420 14 6 4,348 6,142 33 46
July 1943 [ 1.78 | 1.83 92,44 [*3.08 | 11,896 [ 11,936 34 32 | 18,483 (117,172 137 60 | 43,413 |4 7(5,£38) 410 |FE(15)

1 Average emf]oyer contributlon rate excluding war-risk contributions repre-

sents actual rat:

b (percent) of employer contributiong to taxable wages reported

by Stato agency and adjusted to exclude estimated additional contributions from

war-risk provisions.

2 Egtimated Increase in revenus over amolmt collectible on 1043 {axable wages

¥ Preliminary estimate.
4 Includes effect of special “postwar regerve’” contribution of 0.5 Percent.
% Represents an increase over rovenue due at the standard rate.

in ebsence of war-risk contribution provisions,
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Table 10.—Number of active and war-risk accounts, 10 States, 1943~44 ratio between the amount in the em-
{ s
[Based on data reported by State agencles; corrected to May 19461 ployer’s . Feserve account, which usu-
ally consists of the excess of accumu-
1043 1044 lated past employer contributions
- over the sum of the past benefits paid
War-risk War-risk from his account, and his average an-
State accounts accounts
Alll ‘2111 nual pay roll. As this ratio increases,
vk e | TR i | Zoreent the employer becomes eligible for
umber § ol active umber | of active
e Bobnceiive low_er rates and, conversely,_ as the
ratio decreases, he becomes liable for
All war-risk Btates______._.______..._._ 137,343 | 7,638 B.GI 100,737 | 18 646 1.0 higher rates.

AlaBAIMA o e e ﬁ, 148 238 3.8 6,753 192 2.8 Under t'he reserve'ra’tio syStem. the
E{gi(ila. . éggg gg.;, ?ﬁ 39.;5113 é gg? Jg. i effect of sudden changes in any 1 year
Iowaﬂ_? =z 7,832 396 42 T 408 " 576 7.7 is cushioned hy the very nature of the

Marylan: 14, 691 2,900 20,6 | 12,838 3,382 26.3 :
Minesota 26,423 207 L1l 24,650 74| .11 [method used in determining rates.
Mifiigﬂuri ------------------------------------ 12,039 647 5.0 50')245 E',')%g (*)15 0 The use of cumulated contributions
Oklaboma_ . OO R 8158 |7 240|407 654 ' 5o2 51 and benefits and average annual pay
Wiseonsin t. ..ol 13, 432 1,500 1.2 14,041 1,608 138 rol) lessens the sensitivity of the ratio

1 Fxcludes Missouri; war-risk data not avallable,
t Excludes accounts subject only to the 0.5-percent

plans the amount of pay roll Is an im-
portant element in the Index used to
measure an employer’s experience,
Changes in rates caused by changes
in pay rolls will vary with the type
of eXperlence-rating plan. As ex-
plained below, with given pay-roll
fluctuations, rates tend to rise under
some plans and fall under others.

Regardless of pay-roll movements,
in many States war firms whose pay
rolls have declined during reconver-
ston will pay at increased rates be-
cause of thelr less favorable employ-
ment experience durlng 1945 and
1946. However, this increase may not
occur in all cases In reserve-ratio
States or In States which imposed
special war-risk taxes. In such
States, rates may decline as pay rolls
decline.

For a considerable majority of the
eXperience-rating States, one of the
determining factors In settlng tax
rates Is the amount of accumulated
reserves, which is strongly related to
the amount of benefits charged in
previous periods.

The substitutlon of new employer
accounts for what are now surplus
war-employer accounts will also resul
in changes in rates, Firms which
were established hefore or during the
war and have gqualified for reduced
rates may find it necessary to dissolve,
and the new firms taking their place
will be taxed at the standard rate.
This condition will tend to push rates
upward. In terms of net effect on the
average rate in a State, the dissolution
of war-born firms will probably be

special postwar reserve tax (this tax applicable to all
acooLnts),

more important than the appearance
of new firms. The former are prob-
ably large establishments, whose pay
roll constitutes a substantial portion
of the pay roll in the State, whereas
the new firms are likely to have con-
siderably smaller pay rolls.

During the war, both the firms pro-
ducing for the military market and
those producing for the civilian mar-
ket found it necessary and profitable
to maintain full 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 activity to catch
up with war-induced shortages, a re-
turn to the prewar pattern of seasonal
employment may be reasonably ex-
pected. Thus, even if the coming
years are periods of high employment,
seasonal lay-offs may be expected to
increase claims loads and to raise em-
ployers’ contribution rates.

The most important single factor
that determines how rates vary under
given economic conditions is the gen-
eral type of experience-rating system
in operation in g State. Therefore, in
the following discussion of possible
changes in the level of average rates,
the reconversion impact {s analyzed
separately In terms of each of the
existing plans for modifying con-

* tribution rates.

States With Reserve-Ratio Plan

Under the reserve-ratio method
for determining employer contribu-
tion rates, in use in 27 States, rates
are varied in accordance with the

to sudden fluctuations in employment
and wage levels. Thus, during the
first stages of declines or rises in such
levels, there may be little or no change
in the reserve ratio, and therefore in
the rates assigned. For these reasons,
rates determined under reserve-ratio
plans may be slower to react to chang-
ing conditlons than rates assigned
under any other plan, except the pay-
roll-variations plan.

If, however, there is a decrease in
average pay roil and (1) the employ-
er's reserve account increases (con-
tributions in the past year are greater
than beneflts in 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 than
beneflts during the past year) but by
a smaller percent than does the aver-
age annual pay roll, then the employ-

'er’s reserve ratio goes up and a lower
rate is assigned.

This situation has probably oc-
curred during the early phases of re-
conversion. Total pay rolls and em-
ployment have declined, and henefit
payments increased, but for a short
time the drop in rates assigned to em-
ployers will probably continue. In
the following.period, however, when
smaller contributions and greater
benefit payments than during the war
years may be eXpected, it Is probable
that tax rates will be stabilized, after
a slight increase.

States With Benefit-Wage-Ratio
Plan

In eight States an employer’s con-
tribution rate Is based on his benefit-
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wage ratio modified by the “State ex-
perience factor.” The benefit-wage
ratio for an employer is the ratio be-
tween the amount of benefit wages—
that is, base-period wages-——earned
with this employer by all workers who
receive unemployment insurance pay-
ments during the corresponding bene-
fit year and the total amount of wages
he pays. Benefit wages for & partic-
ular worker are counted only once re-
gardless of the number of payments
he receives during the given benefit
year, To compute the employer's
tax rate, his benefit-wage ratio is
multiplied by the “State experience
factor”® which is the percent that
total benefit payments are of total
benefit wages in the State for the past
3 years.

The henefit-wage ratio reacts very
quickly to changes in employment and
wage levels, since under given con-
ditions the two components of the
ratio change in opposite directions.
As a result of declines in pay rolls and
increases in the total amount of
benefit wages connected with the rise
in the number of beneficiaries dur-
ing the reconversion, the ratio be-
tween benefit wages and fotal wages
has undoubtedly increased and will
result in a higher tax rate for the
average employer in 1947,

In addition, increases in the State
experience factor undoubtedly oc-
curred and will tend to increase the
tax rates still further. During the
war, duration of benefits was very
short. As a result the ratio between
benefits and benefit wages was held
down, and the State experience fac-
tor was unusually low. With the end
of hostilities, duration of benefits
lengthened, and increases in the
State experlence factor will follow.

Rates assigned during 1946 in some
of the benefit-wage-ratio States will
undoubtedly be lower than those for
1945. The 1945 rates were based on
e¢xperience with employment and ben-
efit payments in 1942, 1943, and 1944;
rates for 1946 will be bhased on ex-
perience during 1943, 1944, and 1545,
In 1945, in some of these States, the
ratio of beneflt payments to pay rolls
was lower than for 1942, and there-
fore substituting the more favorable
year (1945) for the less favorable year
(1942) will result in lower tax rates.
The benefit-wage-ratio plan is des-
igned to replenish the unemployment

trust fund by the amount of benefits
withdrawn in the preceding year.
Replenishment, however, does not ac-
tually take place, primarily because
the rate structure is too heavily
welghted with low rates. The maxi-
mum taX rate prevents collections
from some employers from equaling
benefit payments to their employees;
the revenue lost as & result of this fea-
ture is generally greater than the
amount made up by taxing other em-
ployers at the minimum rate, where
a minimum rate above zero is pro-
vided for.

At the same time, in States where
the ratio of benefits to pay rolls in-
creased in 1945, the rates for 1946
will probably rise sbove those as-
signed for 1945, Nevertheless, the
plan will also push rates upward in
1947 and 1948, as the years 1946 and
1947 replace the years 1943 and 1944
in the base period which determines
the tax rate. In 1946 and 1947, both
the number of persons receiving ben-
eflts and the duration of the benefits
will have increased well over those In
the war years, while pay rolls may de-
crease from wartime peaks; tax rates
must therefore rise in order to re-
plenish even partially the withdraw-

.als from the fund.

In summary, as a result of experi-
ence during the reconversion pericd,
the benefit-wage ratio and the State
experience factor will increase and
thus result in increases In the con-
tribution rate beginning with the 1947
rate year. The reaction to changing
conditions in these States will occur
much more quickly and to a greater
degree than in the reserve-ratio
States,

States With Benefit-Ratio Plan

In 1945 the benefit-ratio formule
was used without major modification
in six States. According to the provi-
slons of this system, the ratio between
beneflts charged to a particular ac-
count over the preceding 3-year period
and the total taxable wages of the
account for the same period are di-
rectly converted into a contribution
rate.

This type of index is more sensitive
to fluctuation in wages, employment,
and so on than ahy of the other in-
dexes used to determine contribution
rates. Like the benefit-wage-ratio
method, the benefit ratlo 1s so com-

posed that there are no offsetting fac-
tors that would prevent sudden
changes in the assigned rates as em-
ployment conditions change. As the
numerator (benefits) increases, the
denominator (wages) decreases, so
that the ratlo and the rate go up. In
addition, the benefit ratio is directly
influenced by changes in the duration
of benefit payments. Under this type
of ratio the wage decline in the recon-
version period, comhbined with the in-
crease in benefits, ralsed the benefit
ratio and therefore the rates that will
he assigned to employers for 1947.

States With Combined Reserve-
Ratio and Benefit-Ratio Plan

In only two States—South Dakots
and Vermont—are the potentially
wide fluctuations due to the use of the
benefit-ratio -formula modified by
combination with a reserve-ratio
requirement.

In South Dakota, if, among other
conditions, an employer’s reserve ac-
count is not less than 7.5 percent of
his average pay roll for the 3 preced-
ing years, the employer is eligible for
rate reductions based on his benefit
ratio, in accordance with a schedule
established by the Unemployment
Compensation Commission, If, how-
ever, the reserve ratio Is at least 10
percent, the contribution rate is set
at zero. Thus, if an employer’s reserve
ratio remains within the range of 7.5—
10 percent, his contribution rate will
fluctuate with his benefit ratio.

If, however, pay rolls decrease more
rapldly than 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
beneflts increase and pay rolls decline
will be wholly or partly offset by the
decline to zero in the tax rates of em-
ployers whose reserve ratlos rise.

Under the Vermont law, an em-
ployer is eligible for rate reductions
if, in addition to other factors, his
reserve ratlo is at least 2.5 percent of
pay rolls for the last 3 preceding
calendar years or 1.5 percent of pay
rolls in the last preceding calendar
vear, whichever fs higher. Reduced
rates are then assigned on the basls
of the employer’s benefit ratio in ac-
cordance with a schedule established
by the Unemployment Compensation
Commission. Thus, for qualified Ver-
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mont employers, characteristies of the
benefit-ratio plan discussed above
will generally prevail.

However, changes in the over-all
average tax rate will be more or less
marked in Vermont than in benefit-
ratlo States, depending on the rela-
tlonship between employer pay rolls
and reserves. For example, an up-
ward movement In contribution rates
will be diminished if employer reserves
fall less rapidly than pay rolls, since
more employers will meet the 7.5-per-
cent reserve requirement and become
eligible for reduced rates. An up-
ward tendency will be accelerated,
however, if reserves fall more rapidly
than pay rolls; in this case, fewer em-
ployers will qualify for rate reductions
and in this way will 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 with unem-
ployment. However, the individual
employer's tax rate is determined by
comparing his experience with that of
all other employers and is therefore
affected by their experience as well
as his own. Rate varlations from
year to year can occur only for in-
dividual firms, since employers are
ranked each year by the size of their
compensable-separations ratio and
rates are assigned so as to maintain
a constant average rate for the State
as a whole from year to year.

The compensable-separations ratio
is defined as total wages for the 3
most recently completed years, di-
vided by the sum of 1 week’s benefit
payments to former workers who re-
ceived benefits during those years.
Employers with the highest ratios are
assigned the lowest contribution rates.
Tax rates for 1946 undoubtedly in-
creased for employers in such indus-
tries as shipbuilding, where the end
of the war brought drastic curtail-
ment of operations. Although many
of the workers found new jobs In a
very short time, the Connecticut plan
does not take into account directly the
dutation of benefits, and therefcre,
even If these workers received only
one henefit check, the exXperience
rating of their former employers was
adversely affected. Employers in the
iron and steel industry and manu-

facturers of chemical and allied prod-
ucts were similarly affected by the
war’s end and therefore were proba-
bly assigned higher rates in 19486.
Employers in the service indus-
tries, In general, Increased their em-
ployment after the war was over, and
their 1946 contributlon rates are
likely to be lower than their rates for
1945 and earlier years. Among the
construction firms, too, employment
increased above wartime levels, and
as & consequence tax rates will 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

In July 1945 the pay-roll-variations
plan became effective in New York.
‘This plan, which differs in many re-
spects from the other experience-
rating systems, provides that an em-
ployer's experience with unemploy-
ment shall be measured on the basis
of three factors: year-to-year per-
centage declines in taxable pay roll;
quarter-to-quarter percentage de-
clines in total pay roll; and number

of years the employer has been liable’

for contributions. The  greatest
welght is assigned the first factor, and
the last carries the least weight.

In effect, the provisions specify that
an employer who has had the small-
est yearly and quarterly percentage
declines in pay roll and who has been
subject to contributions for the long-
est time, as compared with all other
employers, shall be entitled to the
largest reduction In his contribution
rate. The rate reduction is effected
by granting the employer a credit al-
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 in the unemployment trust
fund as of the beginning of the cur-
renf rate year. The surplus is defined
as that amount which is in excess of
10.8 percent of taxable wages for the
preceding year; 60 percent, of this sur-
plus may be distributed as credit al-
lowances. None of the surplus will
be distributed, however, unless it is
at least 10 percent of the base amount.

Since the provisions were effective

as of July 1945, the result in the im-
mediate reconversion period has been
to reduce rates below the 2.7-percent
rate effective In preceding years.
This reduction occurred regardless
of changes in levels of employment,
unemployment, and wages. The av- .
erage rate in the State for the fol-
lowing years also may be expected
to fall below 2.7 percent. Noi only
will the 40 percent of the previous
year's surplus be applied to the 1946
rate year, but even though henefits
increase and thereby reduce the fund,
taxable wages will also fall and there-
by reduce the amount required be-
fore & surplus can be declared,

From the point of view of the indi-
vidual employer, however, the pros-
pects for rate reductions vary with
the firm's own postwar progress. For
the firms whose plant and pay rolls
were swollen by war orders, rates will
not fall (after July 1946) as much as
for other firms. Pirms whose em-
ployment and production were held
down or even decreased during and
because of the war will expand to meet
the demands for consumer goods.
These plants will not experience pay-
roll' declines and therefore will galn,
at the expense of the war firms, with
respect to credit allowances and rate
reductions.

Conclusion

Employer contribution rates will
react most quickly to changes due to
reconversion in States with beneflt-
ratio, combined benefit and reserve-
ratio, and benefit-wage-ratioc plans.
Average rates in these States may be
expected to increase in the first year
in which rates are based on a substan-
tinl amount of the employer’s post-
war experience. In the reserve-ratio
Btates, rates will react more slowly;
during the first years affer reconver-
sion, they may even continue to de-
cline but are likely to be stabilized
shortly.

In New York the mere fact that the
system became effective in July 1945
makes g fall in rates inevitable. In
Connecticut, because of the provisions
in the law, the average State-wide
rate will be unchanged though there
will, of course, he considerable shuf-
fling up and down the rate scale
among Individual employers.

For the United States as a whole

" (Continued on page 52)
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42, Oct. 1846, pp. 274-278. $3 a

year,

Criticizes the Wagner-Murray-
Dingell health bill and shows how a
voluntary health insurance program
would be more effective.

HavEes, Jounw H. “Hospitals and Com-
pulsory Health Insurance.” Amer-
ican Economic Security (Chamber
of Commerce of the U, 8. A),
Washington, Vol. 3, Aug-Sept.
1946, pp. 17-24. $1 a year.
Opposes compulsory health insur-

ance because of the control over the

hospitals which it would give the Fed-
eral Governmernt.

HERrRINGSHAW, HazerL, “Nursing in
Prepayment Medical Care Plans.”
American Journal of Nursing, New
York, Vol. 46, Sept. 1946, pp. 586-
600. 35 cents,

Information on the amount of
nursing service now provided through
prepayment plans, and discussion of
the implications for the profession.
Kirm, Margager C. “Voluntary

Health Insurance—Its Growth and

Coverage.” Public Affairs, Halifax,

Nova Scotia, Vol, 9, Sept. 1946, pp.

239-244. 30 cents.

Reviews the development of pre-
payment plans and comments oh the
limitations of voluntary health insur-
ance.

Meapows, CLarENcE W. “Medical
Care: Whose Responsibility?”
West Virginia Medicol Journal,
Charleston, Vol. 42, Oct. 1846, pp.
241-243, ’

The Governor of West Virginia out-
lines the responsibility of the State for
providing public health services and
medical care for the indigent and the
mentally and physically handicapped.
“The New Disability Annuity Provi-

sions.” Monthly Review (Raillroad

Retirement Board), Chicago, Vol. 7,

Oct. 1946, pp. 191-194.

Explains the eligibility requirements
for occupational disability annuities
as well as changes in the total dis-
ahility requirements.

NEW ZEALAND. DEPARTMENT OF HEALTH,
Annual Report of the Director-
General of Health. Wellington:
E. V. Paul, Govt, Printer, 1946. 30
pp. 6d
Includes statistics on expenditures

for medical benefits for 1945-46.

PerTERS, CLARENCE A. Compiler, Free
Medical Care. New York: H. W.
Wilson, 1946. 378 pp. (The Re-
ference Shelf, Vol. 19, No. 3.} $1.2b.
A compilation of statements for and

against health insurance.

SaLmMoN, PETER J., and Sprar, Harry J.
“A Glimpse at Recent Developments
in Vocational Rehabilitation Work
for the Blind.” Outlook for the
Blind, New York, Vol. 40, Sept. 1946,
pp. 189-194. 25 cents.

“Sickness Unemployment Benefits.”
Calijornia Medicine, San Francisco,
Vol 65, July 1948, pp. 35-40. 50
cents.

Information on the recently en-
acted California disability insurance
act, which stresses the obligations of
the physician in certifying a patient’s
disability.

SivmpsoN, HERBerT D. Healith Protec-
tion: A Study of Pre-payment
Medical Service Plans. Chicago:
The National Physicians Committee
for the Extension of Medical Serv-
ice, 1946. T8 pp.

A study of plans in California, Mas-
sachusetts, Michigan, New Jersey,
Qregon, and Washington, which con-
cludes with some general considera-
tions as to the problems and future of
medical service plans.

Strow, CarL W. “State Plans for Dis-
ability Compensation.” American
Economic Security (Chamber of
Commerce of the U, 8. A), Wash-
ington, Vol. 3, Aug.—Sept. 1946, pp.
12-16. $1 a year.

Comments on the experience in
Rhode Island and considers the objec-
tives of a disahility compensation
program.

U. S. PusLic HEALTH SERVICE. Heallh
Service Areas! Requirements for
General Hospitals and Health Cen-
ters. Washington: U. 8. Govtl.
Print. Off., 1945. 67 pp. (Public
Health Bulletin No. 292.) 25 cents.
A projected plan, with numerous

charts and tables, of an integrated

system of hospitals and related facili-
ties.

WARBASSE, JAMES PETER, Cooperalive
Medicirie. Chicago: Cooperative
League of the U. 8. A., 1948, 4th ed.
63 pp. 25 cents.

Exposition, with examples, of the
principles and practice of consumer-
cooperative hospital and medical
service plans, '

WHITEHALL, ALBERT V., and JOHNSOWN,
BremeEN I. “Putting S. 191 to Work
as Public Law 725.” Hospitals, Chi-
cago, Vol. 20, Sept. 1946, pp. 35-38.
30 cents.

Information on the Hospital Survey
and Construction Act; a table of pre-
liminary fund allecations is Included.

WiLsoN, ELIzABETH W. “DBritish Na-
tional Health Insurance— The
Workers' Pride.” Journal of Ger-
ontology, Springfield, IIl.,, Vol, 1,
July 1946, pp. 374-382. $1.50.
Stresses the shortcomings of the

system and compares it with the Ger-

man program.

(Continued jrom page 2)

amount than in either of the 2 pre-
ceding quarters. Despite the third-
quarter ‘drop, awards for the flrst 9
months of 1946 exceeded by almost a
third the total number awarded in
the same period of 1945, Anestimated
36.3 million workers received taxable
wages of $17.6 hillion during the sec-
ond gquarter of this year, Both the
number of workers and the total
amount of taxable wages were greater
than in the first quarter, as was the
estimated average taxable wage of
$485. The number of employees re-
porting these wages—almost 2.5 mil-
lich—was the largest in any quarter
on. record.

DurING SEPTEMBER, New York raised
its average monthly payments for aid
to dependent children by $8 per fam-
ily, and Delaware and the District of
Columbia raised theirs by more than
$6. In the country as a whole, the
average payment per family rose to
$55.41, from $54.07 in August. Small-
er increases occurred in each of the
other programs. Some of the in-
creases in the special programs oc-
curred in response to increases in
Federal financial participation under
the public assistance amendments,
effective in QOctober, Total expendi-
tures for assistance were $99 million
in September.

(Continued from page 20)

the 1946 average employer contribu-
tion rate will fall below the 1945 level
because: rates for 1946 will be deter-
mined, even more than those for 1945,
by the favorable conditions of the war
years: experience-rating systems in
Louisinha, Nevada, and New York will
be in operation for a full year; lower
minimum rates will go into effect in
some States; and some war-risk Btates
will no longer have these provisions in
effect.

In 1947, however, except for some
reserve-ratio States, and Connecticut
and New York, rates will very likely
increase.
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