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Effect of War-Risk Tax Provisions,

1943 and 1944

By Thomas C, Fichandler and Martin L, Marimont *

Provistons for special war-risk con-
tributions from embloyers were in
operation as part of the unemploy-
ment Insurance laws of 9 States in
1943 and 10 States in 1944 TUnder
these provisions, employers whose pay
rolls in 1943 or 1944 exceeded past pay
rolls by a certain percent and, in about
half the States, new employers were
generally required to pay contributions
to the unemployment frust fund at
an increased rate. About half the
States exempted smaller firms from
war-risk taxes.

The higher rate was imposed con the
assumption that employers whose pay
rolls had increased substantially dur-
ing the war would probably lay off

* Bureau of Employment Security, Pro-
gram Division.

1Provisions were in effect durlng 1943
and 1844 in Alabama, Florida, Illinois,
Iowa, Maryland, Minnesota, Missourd,
QOklahoma, Wisconsin, and in Ohlo in 1044,
For a detalled explanation of war-risk pro-
visions, see Friedman, Gladys R., "“War-
Risk Contributlon Provisions in State Un-
employment Compensation Laws,” Social
Securily Builetin, May 1044, pp. 2-8.

large numbers of workers at the end
of the war and cause a severe drzin
on the unemployment trust funds,
The war-risk provisions were designed
to exact additional contributions from
such employers at a time when they
were hest able to make such payments.

On a naticnal scale the impact of
the war-risk provisions has been rela-
tively light. They caused the average
employer tax to increase from 2.04 to
2.09 percent in 1943 and from 1.79 to
1.92 percent in 1844, In the war-risk
States, however, these special taxes
Increased revenue by $32.5 million or
19 percent in 1943 and by $75.3 million
or 33 percent in 1944 (table 1). In
these States the average employer tax
rate was ralsed from 1.59 to 1.86 per-
cent in 1943 and from 1.43 to 1.90 per-
cent in 1944. Only 5.6 percent of the
employers in war-risk States in 1943
and 11.0 percent in 1944 were required
to pay these higher taxes {(table 2},

Only in one State—Wisconsin in
1944—did these special taxes make up
for the reduction in revenue resulting

from the operation of “normal”? ex-
perience-rating provisions, In the
absence of the special taxes, 1943 and
1944 contributions would have fallen
41 and 46 percent, respectively, below -
collections at the standard 2.7-percent
rate in the war-risk States; with
those taxes in effect, the revenue
reduction was approximately 30 per-
cent in each year.

War-risk contributions were
greater in 1944 than in 1943 for s
number of reasons. First, the specis)]
tax provisions went into effect in an
additional State —Ohio—in 1944,
Second, war-risk taxes were in effect
throughout 18944 in all 10 States,
whereas in 1943 they were in effect
ir only 2 States throughout the en-
tire year. Third, rising pay rolis in-
creased both the number of liable
firms and the pay-roll base to which
the special tax was applied.

Although data are not vet avail-
able for 1945, there can be no doubt
that contributions resulting from the
war-risk provisions declined sharply
below 1944 levels, despite the fact that
12 States required such taxes during

2 “Neormal” refers tc the rate-modifica-
tton provisions In State laws other than
the provisions for war-risk and, Iln Wis-
tonsin, speclal postwar reserve contribn-
tions,

Table 1.—Efect of ivar-risk provisions on employer contribution rates and revenue, by State, 1943 and 1944

[Amounts in thousands]

Reduetion in revenue under
Average employer eentrl-| 0 i : rat. | Additional revenue from T ;
bution rate (percent) tﬁlgr%:rt:}visigg)enence rat war-risk contributions ? Net reduction in rovenue
Ag percent of,
Effective date contribu-
State of war-risk Excluding | Including tions under
provisions war-risk con-|war-risk con- Amonnt + Percent Amount **normal’ Amount FPercont
tributions ! | tributions experience-
rating
provisions
1943 | 1044 | 1043 | 1944 | 1043 1044 | 1043 | 1044 | 18943 1944 | 1043 | 1044 | 1943 1944 | 1943 | 1044
2.09 | 1,92 ($403,778 |$566, 887 25 34 (532, 540 [$75, 205 3 7 13370, 107 ($4D1, 662 23 a0
1.86 1 1.74 | 403,778 . 666, BBY 35 42 | 32,549 | 75, 265 4 10 | 370,107 | 401,662 32 37
1.86 | 1.80 | 122,220 | 197, 604 41 46 | 32,640 | 75, 205 19 33 | E9, 671 | 122,338 30 28
142 L3 9,475 | 11,788 &4 631 1,118 131 14 31 8,859 9,437 47 52
233 (225 2,632 3, 660 17§ 22 5 214 4] 17 %109 | 12,736 4] 17
3 1.63 | 1.66 | 67,605 | 72,659 501 - 67| 7,142 ) 23,458 12 43 | 50,663 | 49,001 L3 38
. 2,20 | 2.40 3,786 B, 203 28 38| 1,38 | 3,672 18 43 2,40 1, 531 18 11
. 249|228 7,700 | 12,581 44 | 5,487 [ B, 160 24 51 2,312 4,421 8 18
January 1843__ . 2,201 233 9,296 0, 286 42 40 | 5,961 | 6,14 47 £ 3,335 3,162 15 14
July 1943__. .. L73]168 | 202] 14,241 12,601 42 36 " 3,750 7 17 | 12,841 4, 851 38 25
January 1044 | _____ 1.48 |...__. ) B T S BL,449 | ___. 45 | .. 0,355 ... 16 | 004 [ 7
Jf January 1943, .1 1,58 | L a7 | 1.80 | 1.45 &, 6,571 41 49 1,052 420 14 G 4, 348 6, 142 33 46
July 1643 ____ 1.78 | 1.83 12,44 [43.08 11,886 | 11,9838 34 32 148,483 (417,172 | 437 0 469 | 43,413 (445236 | 410 | 4014

! Average employer contribution rate excluding “war-risk” contributions
represents actusl rafio {percent) of employer contributions t¢ taxable wages
reported by &tate agency and adjusted to exclude estimated additionsl contribu-

tions {rom war-risk provisions,

714541 —6——2

? Preliminary estimate.

_ % Estimatcd Incroase in revenue over amount collectible on 1943 taxable wages
in absence of war-risk contribution provisions.

¢ Includes effect of specisl ““postwar reserve™ contributfon of 0.5 percent.
! Represents an increase over revenue due at the standard rate.
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Table 2.—Number of active and war-risk accounts, 10 States, 1943 and 1944

1943 1044t
‘War-tisk accounts War-risk accounis
State .
All active All active
accounts Percent accounts Percent
Number of netive Number | of active
acceunts accounts
Al wor-risk States ... 137,343 7,636 5.6 169, 737 18, 646 1.0
Alsbama. .. .. 6, 146 236 3.8 B, 753 192 2.8
Florida. _ 7,470 663 8.2 7,483 1,203 18.1
Iliinols 42,355 T 639 1.8 39, 7E7 2, 551 6.4
awa. .. 7,832 326 4.2 7,493 A7h 71
Marylan 14, 591 2,999 20.8 12, 838 3,382 26.3
Minnesota. 26, 423 207 1.1 24, 650 274 11,
Missourd......_. - 12,939 847 6.0 0] ! [}
T SRR PR RS (Y Ceeaa 50, 245 7, 980 15. 8
Qklahoma._ .. ________ 6,155 Y 4.0 6, 514 502 9.1
‘Wisconsin s T 13,432 1, 500 11.2 14,041 1,908 13.6

1 Exeludes Missonri; war-risk data not available.

? Excludes accounts suhject ouly to the 8.5-percent speclal postwar reserve tax (this tax applicable to all

fccounts).

the year. While Georgia and Kan-
sas employers hecame subject to war-
risk taxes at the beginning of 1945,
the special provisions were terminated
in Missouri at the end of June and
in Maryland at the beginning of Oc-
tober. In the other States the pay
rolls of mast liable flrms fell below
1944 levels so that the tax was ap-
plied to a smaller base. In fact, the
decline in pay rolls probably was so
severe for some firms that they were
no longer liable for the special tax.
A further drop in war-risk contribu-
tions may be expected in 1946, when
at most 7 States have these provi-
slons in effect. The beginning and
ending dates for the war-risk provi-
sions are as follows:

Alabama___ Apr. 1, 1943-Mar. 31, 1946
Florida____ July 1, 1043-indeflnite
Georgia Jan. 1, 1945~Dec. 31, 1946
Illinofs_ July 1, 1943-Dec. 81, 1945
Town______ July 1, 1943-Dec, 31, 1845
Kuansag__—- Jan, 1, 1945-Dec, 31, 1945
Maryland__ July 1, 1943—-0Oct. 1, 1945
Minnegota.. Jan. 1, 1943-June 30 1947, or
terminut[on of war, Whlch—
. ever is earlier
Missourl___ July 1, 1943-June 30, 1945
Qhlo______ Jan. 1, 1844-Dee. 31, 1047
Oklahoma__. Jan. 1, 1943—Indefinite
Wiscongin__ July 1, 1943-indefinite

The normal tax rate was lower for
the average war-risk State than for
the average experience-rating State
without war-risk provisions. For the
war-risk States it averaged 1.59 and
1.43 percent in 1943 and 1944, respec-
tively, compared with 1.84 and 1.64
percent for the other experience-
rating States. However, normal ex-
perience-rating provisions had re-
duced tax rates considerably more in
some of the non-war-risk States than

in the States which added these spe-
clal taxes, In 1944, for example, Ala-
bama’s normal employer rate of 1.00
percent, the lowest among the war-
risk States, was higher than the
average tax rate in the District of Co-
lumbia (0.50 percent), Delaware (0.68
percent), and Massachusetts (0.94
percent). South Dakota, another
non-war-risk State, had an average
rate of 1.01 percent, lower than the
Illinois rate of 1.16 percent. Nine
non-war-risk States had lower aver-
age normal rates than 4 of the 10 war-
risk States—Ohilo, Oklahoma, Mary-
land, and Minnesota. The remaining
war-risk States ranked among the 42
experience-rating States with respect
to their average normal tax rate in
1944 as follows: lowa-~—nineteenth;
Missouri—twenty-first; Wisconsin—
twenty-fourth; and Florida, with a

normal tax rate of 2.10 percent—
thirty-third.

Rates High in States With Variable
War-Risk Tax

In all States except Ohio a new
war-risk rate was substituted for the
normal rate on all or part of the em-
ployer’s taxable pay roll. In Ohio, the
additional tex was added to the em-
ployer’s normal tax and applied to the
total taxable pay roll. This combined
tax has been considersd the Ohio
war-risk tax for classifying employ-
ers by size of war-risk rate.

Only Illinpis, Iowa, and Wisconsin
in 1943 and these three States plus
Ohio in 1944 assigned variable war-
risk rates depending on the individual
employer’s experience, The remain-
ing States assigned a uniform rate to
all employers who came under the
special provisions.

A majority of the war-risk employ-
ers in the variable-rate States paid
war-risk taxes at a rate at or above
2.7 percent in both years; Iowa as-
signed rates above 2.7 percent to more
than four-fifths of its war-risk ac-
counts in 1943 and 1544 (table 3).

In each of the States with variable
war-risk rates in both years, there
was a general shift to lower rates be-
tween 1943 and 1944, In Tllinois the
shift was almost unnoticeable. In
Towa during 1944, 18.2 percent of the
firms, compared with 8.6 percent in
1843, paid at the 2.7-percent rate. In
Wisconsin, 45.4 percent in 1944, as
compared with 27.9 percent in 1943,
paid at less than the 2,7-percent tax
rate. This movement toward lower
rates is attributable to the fact that

Table 3.—Percentage distribution of war-risk accounts by war-risk tax rate,! for States
with variable war-réisk vates, 1943 and 1944

Num- FPorcentage distribution of war-risk accounts by war-risk tax rate (percent)
Stute warris 0.1- | 10- | 18- | Below| At [an 75.] 8.7
.1- . clow t ove| 275~ 3.7- | 4.1- [ 6.0-
accounts Total | 0 G |y | 3¢ | 27 | 27 | 27 | 86 | 4.0 | 50 | 5.5
Total, 1943,
3 Brates._.| 2,515 | 100.0 | (® 10| 40|22.6| 276|178 | 54.6|18.1(30.0| 7.6|..___
Ilhinods. ... 630 | 100.0 ... | _____j _.... 401 [ 401 [ 58D
OWB_ e mme 326 | 100.0 | oo e aan 8.6| 91.4 252 7.4|58.8).___.
Wisgonsind_____ L4500 ; 100.0 1 1.6 67]18.5| 27.9 A TLTI2L6 | 800 |l ).
Total, 1944,
4 States.._| 13,033 | 100.0 b 81163 |20.4| 47,0140 39.0|3.6] LO| 64| ...
2, 551 [
605 81.8 .
7,069 46.4 . -
» 34.6 (160 4.5 2225

I Rate assigned nnder schedule in war-risk pro-
visions; applicable to war-risk taxable pay roll.
1 Less thaa 0.5 percent.

3 Excludes accounts subject only to the 0.5-percent
special postwar reserve tax {this tax applicable to all
ageouats).
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Table 4.—Percent of accounts assigned war-risk rates, by “normal’” employer contribu-
tion ratet 7 States,® 1943

War-risk Percent of accounts assigned war-risk rates by '‘normal’”
accounts employer contribuiion rate (percent)
Num-
ber of
Siate active Pe{- ]
. ac- cent of
Num- 0.1- | 1,0- | 1.9- | Below| At [Above 2.75-|3.7-
counts | Ther (8etive) 0\ gy | ax | 26 |27 | 27 | 27 |86 |40
counts
Total, 7 States_ ___. 109, 320 | 3,137 29 68| 2.6 4.1
Alabama 1, 146 236 18| 7.5 34 7.0
Tlorida 7,470 693 0.3 22.8 | 26,09 23.2
Ilinoi 42,355 BEY 1.6 3.2 .8 3.8
Town. 7,832 326 4,2 5.4 |- 2.0
Minncsota.. 26, 423 207 1.1 32| 1.5 1.4
issourl.. ... .| 12.939 647 5.0 B8 |-eaes 1.4
Oklahoma. ... 6, 155 240 4.0 7.1 7.2 7.3

! ““Normal" contribution rate is tax rate for which
employer would be liable in absenco of war-risk
provisions,

tax rates assigned in these States
were based partly on employer-re-
serve ratios which increased in 1944.
The combination of increased normal
contributions because of rising pay
rolls, low benefit payments, and the
extra confributions collected under
the war-risk provisions in 1943 forced
reserve ratios up and tax rates down.
Whereas no Wisconsin employer paid
taxes at a rate in excess of 4.5 percent,
in 1943, an increase in Wisconsin’'s
maximum rate (including the 0.5-
percent postwar reserve tax) to 5.5
percent in 1944 resulted in the as-
signment of that rate to 22.5 percent
of Wisconsin's war-risk employers.

During the first year of operation
in Ohio, more than half (51.2 percent)
of the war-risk accounts were taxed
at a rate of less than 2.7 percent.
Only 2.4 percent paid at a rate of 2.7
percent. The remalning 46.4 percent
contributed at a 3.0-percent tax rate.

Higher Tax for More Firms With
Medium Normal Rates

Employers whose tax rates In the
ahsence of the war-risk provisions
would have been between 1.0 and 2.6
percent were asslgned war-risk rates
more frequently than any other
group. In 1943, war-risk rates were
assigned to a larger proportion of the
firms with normal rates between 1.0
and 1.8 percent than of any other
group—86.8 percent of them had such
rates.! In 1944, firms with normal
rates between 1.9 and 2.6 percent were
assessed war-risk rates most fre-
quently-—22.6 percent (tables 4 and

* Based on data for seven States.

t Data not available for Maryland and Wisconsin.
! War-risk provisions not applicable to accounts
assigned '‘normal” rates of 2.7 percent or more.

5). In general, war-risk taxes were
assigned more frequently to employ-
ers whose normal tax would have been
less than 2.7 percent than to em-
ployers with normal tax rates of 2.7
percent or more.

In States other than Ohio and Wis-
consin, few firms that normally would
have had to pay contributions at a
rate above the standard 2.7 percent
were subject to the war-risk tax.
Except in Alabama, Illinois, and Okla-
homa, very few of the firms with the
lowest normal tax rates were assigned
war-risk rates.

Differences among the States not
only in the war-risk provisions but
also in the normal experience-rating
provisions aceount for the erratic re-
lationship between normal tax rate
and proportion of firms assigned war-
risk rates. In States using the re-

serve-ratio experiénce-rating plan,
employers whose pay rolls increased
more rapidly than their reserves prob-
ably became subject to a higher nor-
mal tax rate as well as to the war-
risk tax, In States using other types
of experience-rating plans, however,
employers whose pay rolls rose
sharply became subject, in general, to
lower normal tax rates at the same
time they were assigned war-risk
rates.}

Purthermore, differences in the
definition of liable firms under the
war-risk provisions, in the method
by which they are taxed at the added
rate, in the rate of entrance of newly
subject employers and the degree to
which they may be subject to war-
risk taxes, all complicate the rela-
tionship between the normal tax rate
and proportion of accounts assessed
the added tax.

Effect on Revenue Varied Greatly
Among States

Because of war-risk rates, employer
contributions to the reserve funds in-
creased 19 and 33 percent, respec-
tively, in 1543 and 1944. Moreover,
in several States the war-risk taxes
brought contributions close to what
they would have been at the standard
2.7-percent rate, The revenue raised
by Wisconsin’s war-risk tax and its

‘In these States, tax rates are based
directly on the relationship between
benefits and pay rolls. Sharp increases
in pay rolls in combination with low
benefit payments result in reduced tax
rates.! '

Table 5.—Perceni of acconnts assigned war-risk rates, by “normal” employer contribu-
tion rate’! 7 States,® 1944

War-risk Percent of accounts assigned wor-risk rates by '“normal”
accounts employer contribution rate (percent)
Num-
hufr P
of er-
State active cent
ac- |[Num-| of 0 0.1- | 1.0~ | 1.9- | Below| At | Above| 2.75- | 3.7-
counts { ber |[sctive 0.9 [ L8 | 26| 2.7 P A 2% | &6 |40
ac-
eounts
Total, 7 States..... 150,381 |14, 678 0.8 3.1| 441169 (226] 11.2| 84 27 26| 42
Alabama.. .. ool 6,753 192 2.8 |- 491 35| 0 4.5 g) ..................
Florida. .. | 7,483 1 1,203 | 16.1 |-.o.io|eo..e- 3.3 (27! 3.2 ) I S R S
Illineis. ... 34,711 | 2, 551 6.4 (.- 16,5 (1223 | 4.7 12.8| (& [0)] By | @
Iowa... 7,408 575 7.7 |- L0154 ... 4.6 12,0 22| 22| ...
Minnesota.. 24, 650 279 ) ¥ N 5 83| 21 1.4 .7 .8 B
Ohio....._... | 50,245 | 7,960 | 159 |._.... 17.7 | 63.3 | 138 | 28| 2L4 214 [ ___.
Wisconsin 4. ......... oo 14,043 | 1,908 136 3.1 |caeaas 2L7 oo 11.4 | 18. & 07229 42

1 “Normal'' contribution rate is tax rate for which
cmployer would be liable in absence of war-risk
provisions.

? Data not available for Maryland, Missearl, and
QOklahoma,

3 War-risk provisions not applicable to accounts
assignied “normal’”’ rates of 2.7 percent or more.

1 War-risk provisions not applicable to accounts
assigned ‘‘normal’ rates of less than 1.5 percent.

5 Excludes effeet of 0.5-percent special postwar
reserve tax
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special 0.5-percent postwar reserve
tax levied on all employers brought
increases of 37 percent and 69 per-
cent in 1943 and 1944, respectively,
and increased contributions in 1944
to 14 percent above collections at the
standard rate; in 1943, when the ad-
ditional taxes were in effect only dur-
ing the last half of the year, contri-
butions were brought to within 10 per-
cent of the amount collectible at the
standard 2.7-percent tax rate (table
1), War-risk taxes brought revenue
to within 15 percent of the amount
collectible at the standard rate in
Florida, Maryland, and Minnesota
during 1943 and in Iowa and Minne-
sota during 1944.

The additional revenue resulting
from the war-risk provisions In-
creased collections in the war-risk
States by varylng amounts. Contri-
butions from employers in 1943 were
increased by 47 and 37 percent in
Minnesota and Wisconsin. In Florida
and Missourl, however, they were in-
creased by only 4 and 7 percent, re-
spectively. During 1944, when war-
risk provisions were in operation for
the entire year, the largest increases
were in Maryland (51 percent) and
Wisconsin (69 . percent)
smallest in Florida and Oklahoma
{less than 10 percent).

The effect of the war-risk provi-
sions on State contribution rates in
the several States can be analyzed

and the -

on a more comparable basis for 1944
than for 1943, since in 1944 the pro-
visions were in effect for the full 12
months in all 10 States.

' Wisconsin experienced the greatest
relative increase in contribution rates
as a result of the additional taxes.
Its average tax rate increased from
1.83 percent to 3.08 percent; Wiscon-
sin thus became the only State with
an average tax rate above the stand-
ard 2.7 percent, The extent of the
increase was due in great part to the
special postwar reserve tax of 0.5 per-
cent imposed on all Wisconsin firms
and to.the raising of the maximum

tax rate from 4.5 percent in 1943 to_

5.0 percent in 1944, As a result, war-
risk revenue amounted to $17.2 mil-
lion, or 69 percent more than would
have been collected under the normal
experience-rating plan,

In Oklahoma and Florida, on the

other hand, 1944 tax rates were in-
creased relatively little—from 1.37 to
1.45 percent and from 2.10 to 2.25 per-
cent, respectively. The war-risk taxes
in these States increased revenue by
only 8 and 7 percent, respectively.
For two &States, Oklahoma and
Minnesota, 1944 was the second com-
plete year during which war-risk pro-
vislons were in effect. While Minne-
sota’s revenue was increased by about
the same relatively large amounts
(47 and 45 percent) in both years, in
Oklahoma the additional revenue

dropped from 14 percent above nor-
mal collections in 1943 to only 6 per-
cent above in 1944, This drop was due
principally to the Oklahoma provi-
sions for determining which employ-
ers and how much of thelir pay rolls
were liable for war-risk rates. In
1943 and 1944, Oklahoms employers
were liable for war-risk taxes if their
current: annual taxable pay roll was
at least 300 percent of their lowest
annual taxXable pay roll for the 3 im-
mediately preceding calendar years;’
the war-risk tax was applied to that
amount of pay roll in excess of the
300-percent level. Thus for most em-
ployers in 1943, the 1940 pay roll was
the base pay roll, whereas in 1944 the
1941 pay roll became the base. In
1941, taxable pay rolls for Oklahoms,
were nearly 20 percent higher than in
1940. Since 1941 pay rolls were con-
siderably higher than 1940 pay rolls,
and since 1944 pay rolls had increased
by a smalier percentage above those
in 1943, the amount of war-risk tax-
able wages and war-risk revenue for
1944 dropped substantially.

Why States Varied in Relative
Increase in Revenue

The extremely wide range in the
percentage increase in 1944 revenue
due to war-risk taxes—from 8 percent
in Oklahoma to 69 percent in Wiscon-
sin-—is the result of a number of legal
and economic factors, The most Im-

Table 6.~—1943 taxable wages as percent of 1940 taxable wages, by industry division, 10 States

Industrial classification Totob 10 | b | Florida | Hlinofs | Towa | Siury- | Minne- [Missoarl) gy, | Okla- | Wiscon
B 181. 4 241.0 230.7 171.6 178.1 7.0 176.6 171.9 202.8 215.6 182.4
Agrieulture, forestry, and fishing. ... ... ... 120.6 | 220.2| 130.5| 1831 1581 90.4 | 240.5| 1009 7571 1085 153.4
imng___. _________________________ . 164.8 181.3 b o] 164, 9 118.0 155. 5 210.3 178.9 174.6 131. 5 182.5
Construct:DI.! _______ - 221. 4 2728 216.0 180. 6 136. 1 30%.3 120, 6 228.2 226, 2 7221 205, 3
Manufactaring., . ... 246. 1 2004 414. 2 2171 247.3 300.3 282.7 27.6 248.6 353.4 221.8
20 Food and kindred pra 159.6 188.3 195.9 161.1 175.1 160.9 157.0 158.2 134.0 174. 4 169.9
22 Textile-mill produets. .. ____ 179.3 214.6 65. 4 134.3 129.4 158.9 195.9 139.8 218, 0 1212 180, 2
23 Apparel and other finished fa 166. 2 215.7 421.3 156.7 235.7 138.0 167.4 172.0 151.8 759.6 20,7
24 Luml.aer and timber basic products_ ... 169, 7 216, 2 140.7 158.1 132,4 176.5 201.6 146.0 180. 2 132.6 166. D
25 Furniture and finished lumber products. | M7 163, 4 148.8 136. 4 165. 8 138.0 230, 2 150.1 130. 2 152, 2 165.4
26 Pa_!JEI‘: and alied produets. ... ...______ - 189.3 178.6 176. 4 171.8 137.9 146. 4 1956 168.0 183. 3 186, 6 152, 2
27 Prlnhpg, publishiog, and allied Industries. 115.2 118.9 108.9 118.5 109.8 114.9 11L& 105. & 116. 4 104, 6 114, 5
28 Chemicals and sllled produets....... P .4 3748 653. 1 160.3 232.5 895.7 239.3 | 1,052.7 767.4 105.3 | 1,054. 5 619. 7
29 Praducts of petreleurm and coal . - J67.6 164.9 75.3 1809 [ .. 65.6 178.5 1565.2 215, 2 148.9 136.9
30 Rubber products...._..___....__ .l 1948 2878 |oceo 93.4 162.9 Bl 4 | 1,6852 194, 4 215 334, 8 2.8
31 Leather and leather products. - - 163.1 193.8 152.6 172. 5 478.6 108, 5 2167 160, 3 140. 7 134.7 171.2
32 Stone, clay, and glass produets. ... ... - 149.6 166.9Q 145.3 142,2 122.9 158. 4 174.8 159.7 147, 1 106.8 128.5
19,33  Ordnance, iron end steel snd their produc ot 2813 192.5 418.6 310.0 527.3 188.7 596, 219.7 250.3 238.7 245, 6
34 Transportation equipment {except outomobiles -1 2,028.6 | 2,823.0 | 5,020.7 | 1,318.0 767.8 1 1,203.2 {19,654.0 | 1,242.3 | 3,053.1 [13,374.7 | 1,207.0

35 Nonferrous metals and their products 226,21 1,382.7 189.0 176.7 215.0 166.6 26,2 154.0 2820 158.7 24,
38 Electrical machinery. . ._________. 255.3 95.5 378.9 223.8 B18.1 B76. 4 313.4 371.9 200.8 9.8 380.6
37 Machizery (except eleetrical), ___.._.. 411 369.7 265.1 221.0 223.2 304.3 280.5 272.2 257.6 265, 1 230. 1
38  Automobiles and automobile equipment. . 197.01 236.7 | 1840 2120 176.6 262.8 267.4 102.9 175.4 115.2 262.8
38 Miscellaneous menufscturing industries _.........[ 79,4 27L1) 2551 | 1729 214 1460] 2085| 1503 [ 1960} 119.8 174, 8
Transporiation, comtnunication, and other publicutilities.| 138.0 187.0 211.8 130. 2 125.8 137.2 1314 135.3 133.4 140 4 135. 4
Wholesale and retafl trade. ... _..oeoooo. 122.8 156, 0 147.2 120.6 118. ¢ 137.4 14.7 108.7 1227 137.1 124.4
Finance, insurence, and real estate___ 19.5 | 176 130.1 109, 1 112,21 106.2( 1056 9441 119.01 130.3 111.8
Service (ndustries....___..o...._.... 443 3.3 1650 | 15| 1432] 061| 124| 1m0 Ws7| 265| 1465
Establishients not elsewhere classifled 45,8 Joecu e 226. % R R F. 2.2 e 2.7 -2 o812
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portant of these are the percentage of
all taxable wages in the State assessed
the war-risk tax, the proportion of in-
dividual employer’s pay roll assessed
the special tax, and the maximum
special tax rate assigned.

The percentage of all taxable wages
assessed the war-risk tax 1s itself the
resultant of several others. The pro-
portion of & State’s wages taxable at
the war-risk rates is determined part-
Iy by the State’s legal provisions
which affect the number of accounts
taxed and the portion of their pay roll
to be taxed at the special rates, and
partly by the size of the war-risk firmms
in relation to all other firms. The last
factor may be extremely important.
For example, in Minnesota only 1.1
percent of the fArms were taxed at
war-risk rates but 24 percent of the
State's taxable wages were affected.
This situation occurred because about
half of the State’s war-risk firms had
taxable pay rolls of $§1 million or more,
and more than & fourth had taxable
pay rolls between $100,000 and $1 mil-
lion.

Wisconsin, with a 63-percent rev-
enue increase in 1944, assessed all em-
ployers at least the 0.5-percent special

postwar reserve tax. In addition, 66
percent of the State’s taxable wages
were subject to variable war-risk tax
rates which ran as high as 5 percent,
The sharp revenue increase in Mary-
land in 1944 above what would have
been collected under normal expe-
rience-rating taxes (5] percent) re-
sulted from the fact that more than
one-fourth of the State's employers,
with 58 percent of the State’s taxable
wages, had all their taxable pay rolls
assessed the 2.7-percent war-risk
rate.

At the other extreme, war-risk con-
triputions in Oklahoma amounted to
only 6 percent of normal contribu-
tions. In this State, only that part
of a firm’s pay roll in excess of 300
percent of the base pay roll was
taxed at the 2.7-percent war-risk rate.
Thus, only 4 percent of taxahle wages
were taxed at the war-risk rate.

In all other States for which data
are available, less than half the 1944
taxable wages were subject to the
war-risk tax. For all but one of these
States, the war-risk pay roll was de-
fined as only that portion of total
taxable pay rolls which was in excess
of a specified percentage of pay roll

in the base period. Furthermore, in
some of these States war-risk tax
rates were 2.7 percent or less. ‘The
relatively small revenue increase in
Ohio, despite the fact that war-risk
taxXes were paid on 41 percent of 1944
taxable wages, is due to the fact that
employers subject to the war-risk tax
had to pay at a maximum additional
taxes of only 1.0 percent above their
normal tax.

Why States Varied in Proportion
of War-Risk Acconnts

Variation among States in the pro-
portion of acecounts liable for war-
risk contributions is basieally a result
of the differing provisions of the vari-
ous State laws and the degree to which
taxable wages have increased in the
several States, The proportion of
war-risk accounts is dependent on
certain economic and legal factors.
It is determined by such factors as;
(1) whether the State’s total 1943
taxable pay roll exceeded the 1940
level by at least 80 percent; (2)
whether all firms, regardless of size,
were sublect to the war-risk tax;
(3) whether a 1-year period was used
as the basis of comparison with the

Table 7.—Percent of accounts assigned war-risk rates, by industry division, 9 States, 1943

Percent of accounts assigned war-risk rates
Industrial classificetion
Total, . . Mary- | Minne- i Okla- | Wiscon-
9 Sh?tcs Alobama | Florida | Illinois Tows - lanrg sotn Missourl homa sin
5.6 3.8 9.3 1.6 4.2 20.6 1.1 5.0 4.0 1.2
5.3 0 10.4 . 14,5 11.4 1.8 1.3 1.7 2.9
6.7 11.1 14.5 b 4.6 25.6 27.6 8.0 41 0.6
128.2 EX N O TR S I 51,0 40.5 1.1 0]
FH B ) ] 8
14 Nonmetallic mining and quarrying. . ....- 18.3 8.3 15.5 15 . \ X . .
Construction o dusTryre 7.4 Al 10.6 1.5 5.0 19.1 16 8.8 6.8 16.8
15 Building construction, general contractors ih 8 4.6 7.7 2.9 4.2 14.8 1.8 10.0 0.1 %1
16 General contractors, other than building 19.4 3.9 19.2 1.4 5.9 22.8 30 16.9 5.2 1
17 Construction, special-trado contractors__ 1556 |8 8.6 L1 4.9 21. 2 10 5.2 6.0 {
Manufacturing. .o 1.9 7.1 11.6 59 13.3 271 7.8 9.3 7 20,7
20 Food and kindred produats_. 8.4 6.1 15.6 1.7 7.2 26. 5 3.6 3.1 3.0 16. 5
22 ‘Textlle-mill produets. ... _______._ 22.1 44. 2 ® 3.0 O] 256 14.3 b 2 PR 40. 8
23 Apparel and other finished fabrie produets. . 12.6 19.2 |- 3.1 1,4 18.6 3.0 61 13.9 4] 42.2
24 Lumber and timber basic products ..., 6.9 1.7 81 LS 12,8 23.1 5.4 7.4 16. 0 18,6
25 Furnlture and finished lumber products 10.6 5.1 6.7 1.3 18.7 310 9.2 0.8 3.8 32,4
26 Paper and allied products._....___.._. 9.5 ) [O)] 14 ® 17.8 1.5 29 (&) 22,1
27 Printing, publishing, and allied indusi 1.0 1] 3.4 .3 .6 4.8 T 1.3 0 1.0
28 Chemicals and allied produet$.....__...- 8.8 9.8 14.9 3.1 1.1 26,2 3.1 4.2 12.1 16. &
20 Products of petroleum and coal__ 9.9 Q] (%) 0 XN IR {2) (% (*; B.5 &)}
30 Rubber produets.__________..... 13.1 [C] &3] 0 (ﬂg ) Q] ¢ (O] @]
31 Leather and leather products.. . 18,2 [ e e 4.1 (2 21.2 15,4 10.8 |-cevveenon 48.0
32 Stone, clay, and glass preducts ... 6.8 8.2 7.8 2.9 9.8 21,0 3.4 3.3 56 0.4
19,33 Ordnance, iron and steel and their produets. ... 24.3 30.5 22.6 1.4 30.6 34.4 26,3 10.8 19.1 7.0
34 Transportation equipment (except sutomobiles) ... 39.9 (%) 23.3 4.5 ] 36.6 ® ® ® 64.7
35 Nonferrous metals and their products.... 1.6 (3 0 6.1 0 40.8 7.0 9.9 0 7.3
36 Electrical machinery.._...__.... 26, 5 {2 o 152 * @ 30.2 41,7 O] 60.7
37 Machinery (except electrical) 29.3 ) [¢)] 16.8 29. 5 52,5 8.0 26.1 21.8 67. 2
38 Automobiles and automobile equ 19,3 {3) 0- iL.9 ® @ @ 6.9 o] 50.0
39 Miseellanecus manufaeturing industries. .. 9.3 () 20.7 4.6 16.0 23.0 50 12.2 0 z2l.1
Transportation, communication, and other public utiiities. 9.0 9.0 "21.3 1.8 5.1 3l.4 1.1 6.8 5.4 14.8
‘Wholesale and retail trade._.._.__. e e 3.5 1.4 7.8 .9 LY 18.9 .1 2.6 3.0 2.9
Tinance, insurance, and real estate. . - 1.7 7 4.1 .1 .5 1.1 .1 1.2 1.4 1.4
Service industries. ... ... - 3.2 2.1 8.7 .3 2.0 21.4 .1 4.4 3.5 3.0
Establishments not elsewhers clasgified ... ___.._____. b2 3 P | L IR 0 0 (2) &) 39.8

1 Figures for major industry group not available in Wisconsin.

2 Not computed; iess then 2% active accounts.
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Social Security

current year’s pay roll to determine
employer liabllity for war-risk tax;
(4) whether employers with pay-rell
increases as small as 50 percent were
liable for war-risk contributions; and
(5) whether new firms were subject
to the war-risk tax.

None of these factors by itself ac-
counts for the sharp variation bhe-
tween States; it is fairly clear, how-
ever, that together they explain most
of the interstate differences. Mary-
land, Florida, Ohlo, and Wisconsin®
in that order, had the highest pro-
portions of firms subject to war-risk
taxation. These States, with 13.6 to
26.3 percent of thelr employers as-
sessed war-risk taxes, were all af-
fected by four of the five selected fac-
tors. While Wisconsin had a limita-
tion on the minimum size of firms
subject to the war-risk tax (exclusive
of the postwar reserve tax for which
all were liable), only firms with an-
nual pay rolls below $30,000 were ex-
cluded, Florida required a pay-roll
increase of more than 50 percent for
liability under {ts war-risk provisions;

s Excluding firms subject only to the
0.5-percent speclal postwar reserve tax.

however, it assessed the tax on em-
ployers whose pay rolls had risen at
least 100 percent above 1939 levels.

_ All other States with a l-year base

period used 1940, a year of higher pay
rolls, as the base.

The five States with less than 10
percent of their employers taxed at
war-risk rates were affected by only
one or two of the selected factors.
Alabama and Oklahoma were the only
States in this group whose 1943 pay
rolls had risen at least 90 percent
above 1940 levels. In fact, Alabama’s
pay roll had experienced the greatest
increase (141.0 percent) among the
war-risk States, and Oklahoma's pay-
roll risé (115.6 percent) was close be-
hind (table 6). Specific provisions
of the war-risk amendments in these
States, rather than the economic ¢on-
ditions in the States, resulted in rela-
tively small proportions of war-risk
employers.

Under the Alabhama law, an em-
ployer was liable for the special tax
if his current taxable pay roll was at
least $100,000 and exceeded by a spec-
iled amount his average annual
taxabie pay roll for a period of years,
Pirms without & taxable pay roll in

the base period were exempt from the
war-risk provisions. As g result,
newly subjeet flrms and small firms
with the reauired increases in pay
roll were excluded. Furthermore,
since the average pay roll included the
war years rather than a single pre-
war year, many Alabama embployers
who would have been liable for the
war-risk tax In States with a single
prewar year as the base period were
not subject under the Alabama law.

Relatively few Oklahcoma employ-
ers paid the special tax, since a 200-
percent increase in taxable wages over
the lowest annual taxable pay roll
during the 3 preceding years was re-
quired before a firm became subject
to the war-risk tax. In addition, as
in Alabamsa, all firms without pay
rolls in the base period were exempt
from the war-risk provisions.

Firms in Al Industries Taxed at
War-Risk Rates

While the largest proportions of
firms subject to the war-risk tax were
in the industries most directly con-
nected with production of implements
of war, the special texes hit a sub-
stantial proportion of firms in all In-

Table 8.—Percent of accounts assigned war-risk rates, by industry division, 9 States, 1944

Percent of accounts assigned war-risk rates
Industrial classifleation .
. -
gg}?&;? Alabama | Florida | Tlinois | Iowa Dﬁg - P"Islo']t];e' Ohio I?;E: c‘o‘ﬁlssi-n

Motal e iecaaeas PR 1.0 2.8 18.1 6.4 T 26.3 1.1 15. 9 9.1 13.6
Agriculiure, forestry, and fishing. ... . ... 12.3 Q 19.0 5.9 13.2 9.4 1.0 145 10.3 2.7
J5 617 o PR - - 15. 6 5.4 215 4.1 0.7 3.2 27.6 24. 4 14.4 19.3

10 Metal mining:_. ... . - 28.8 (] 0 [€) T R 48.3 (2) 113 (2
12 Bituminous and cther_ ... - 19. 5 T8 | 2.9 10.1 36. 8 1] 357 17 I
14 Nonmetallie mining and quarrying. . 13.6 2.6 23.7 0.9 12.5 26. 5 57 18.3 7.1 8.0
Ceonstruction., . o aa 122 %5 13.8 4.7 9.3 20.7 1.8 20.9 12. 9 11.2
15 Building construction, general contracto 12.2 3.2 6.9 7.3 13.1 17.8 2.1 19, 4 16. 4 10. 4
18 General contractors, other than huilding 14. 8 3.9 18.6 5.0 11.4 26.4 4.2 28.9 13.5 10. 6
17 Constraction, special-trade contractors. 11.6 1.3 13. 8 4.0 6.1 20.7 1.2 2). 2 9.7 11.§
Manufaeliring - e 18.8 4.9 20.0 14.3 21.8 34.4 7.3 23.4 12. 4 371
20 Food and kindred products.. 14.8 3.9 22,4 g1 13,8 4.8 2.9 13.1 58 26.C
22 Textile-mill produets. ... _.... 25.0 11.3 &) 21.3 O] 20,1 15. 2 28,6 [} 50.C
23 Apparel and other finished labric products - 18,3 29.0 16.7 5.8 40.7 36.3 6.4 26. 4 U] 4. ¢
24 Lumber and timber basic products_.___.. - 0.8 1.4 16. 8 8.9 12.8 21 4.5 2€.7 4.9 255
26 Furniture and finished lumber products - 15.8 1.8 12.4 7.2 28.3 26.4 9.0 18,2 3.8 37.§
26 Paper and allicd products. ... _____ 18.5 (%) () 4.1 @ 3.8 13.2 8.1 ) 36. &
27 Printing, publishing, and allied ndustrics - 3.3 1] 6.0 2.9 1.2 10.7 T 3.5 .0 4.5
28 Chemicals and allied produets.. ... .. 18.4 1.7 30. 4 13.7 24.6 44.1 3.3 18.0 23.8 7.5

28 Yroduets of petreleum and coal - - 10.7 1) 0 39 . [0} (% 18. 8 0 (]

30 Rubber producis........... 17.6 %) 0 4.3 [} (9) €3] 2. 0 o (B
31 Leather and leather proeducts 26.1 1] &) 14. 2 ® 30,0 11,1 16 & 0 54. €
32 Stone, clay, and glass products_ 12.6 3.5 16.7 13.2 10.2 24.4 2.8 14,9 2.6 112
19,33 Ordnance, iran and steel and el 34.7 17. 4 36. 1 20.1 4. 4 40.1 25.0 34.9 0.0 61, {
34 ‘I'ransporiation equipment (except automebiles). 44,5 (" 28.1 25.0 (2g 48. 5 {2 £8. 8 ) 60. ¢
36 Nanferrous metals and their products 25.7 (%) (2} 16.7 (2 42.5 8.3 32.2 8 48. ¢
36 Eleetrical machinery. ... - 38.8 [¢)] &) 21.3 ® O] 27.3 40,7 68.7
37 Machinery {except electricaly__. 8.3 {5} (33 27.8 43, 2 47. 6 15.7 0.7 0.6 70.4
38 Automobiles and automoebile equipment._ . . 7.5 C“; 2 27.1 (@ &) & 40.5 ® 70.%
29 Miscellaneous manufacturing indusiries ... 20,0 z 2.4 15.0 26,3 20.4 4.1 26.3 [} 3l.4
Transportation, communication, and other public utilities. 17.0 8.3 275 11.3 10.3 35.6 L0 2.1 14.7 2%
Wholesale and retail trade. oo 88| 1.2 14,7 3.4 3.6 26.4 .1 13.8 6.3 &
Tinance, insurance, snd real estae. - 2.8 .3 8.3 1.8 1.2 12.9 .1 2.7 4.1 1.4
Service industries. oo oooeoo oo . 80 1.7 17.1 4,2 4.2 20.5 .1 13.6 8.1 6.5

Tstablishments not elsewhere classified .. ... BT |oecaanean 0 [ S &) Q 3.5 0 [0)]

| Excludes Missour]; data not available,

1 Not computed; less than 25 active accounts,
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dustries in the war-risk States. In
hoth 1943 and 1944, higher propor-
tions of firms in the manufacturing
industry division (11,9 and 19.8 per-
cent, respectively) than in any other
division paid war-risk taxes (tables
T and 8). During 1344, however, 8.0
percent of the firms in the service di-
vision and 8.8 percent of the whole-
sale and retail-trade firms paid the
special taxes.

. The manufacturing division in-
cludes the major jndustry groups that
played the largest part in turning out
the materials of war, such as ord-
nance, iron and steel, transportation
equipment, electrical and nonelectri-
cgl machinery, and textile-mill prod-
ucts. Well over one-fifth of the firms
in each of these major industry
groups in the war-risk States paid
war-risk taxes In 1943 and 1944,
Firms manufacturing transportation
equipment * (aircraft, ships, and so
on, but not automobiles) were as-
sessed war-risk rates more frequently
than other groups—39.9 percent in
1943 and 44.5 percent in 1944, This
industry had the most dramatic war-
time expanslon, as old, established
firms mmishroomed and new plants
and yards sprang up almost over-
night; taxable pay rolls of that part
of the Industry located in the 10
States with war-risk taxes in 1944
soared by 1943 to almost 20 times the
1940 level. Firms producing electri-
cal and nonelectrical equipment * were
assessed war-risk rates only slightly
less frequently—26.5 and 29.3 percent
of the accounts in 1943 and 38.5 and
38.3 percent In 1944, respectively.
While these were major war indus-
tries, their expansion in the war-risk
States was not nearly so sharp as that
of the aircraft and shipbuilding in-
dustries. Pay-roll Increases from
1940 to 1943 in the machinery-produc~
ing groups amounted to about 150
percent.

In general, for all war-risk States
comhbined, there was a fsirly strong
relationship between an industry’s
1940-43 pay-roll increase and the
proportion of its employers subject to
war-risk taxes. A notable exception
to the general trend is the chemical

¢ Major industry group 34,
7T Major industry groups 36 and 37.

-divisions in each State.

and allied products group, in which
the pay-roll rise was second largest—
about 300 percent--but only 8.6 per-
cent of the firms in 1943 and only
18.4 percent in 1944 were subject to
war-risk taxes.

Maryland's surprisingly high pro-

- portion of war-risk liability among

trade and service industries—more
than one-fourth in 1944—highlights
what may be calied the nonwar im-
pact of war-risk taxes.” It is true
that many firms not engaged in di-
rect war production expanded along
with the general wartime expansion.
Many c¢f these firms, however—un-
like these in such industries as pro-
duction of aireraft and ships, which
contracted with the same or greater
speed than they expanded—had a
peacetime outlook similar to their
wartime outlook.

The general impact of war-risk
taxes in all phases of the economy of
the war-risk States is clearly indi-
cated by the percentages of war-risk
accounis in the different industry
Manufac-
turing had the highest proportion in
only four States in 1943 and in only
three States in 1944, Pirms in the
{transportation, communication, and
utilies division were assessed war-risk
rates most frequently in two States
in 1943 and in four States in 1944.
Mining firms led in two States each
year.. And in 1943 the agriculture,
forestry, and fishing division had the
highest proportion of war-risk ac-
counts in Iowa.

Large Firms Taxed at War-Risk
Rates Most Frequently

Only a few States—one in 1943 and
four in 1944—.-submitted data which
would reveal the varying impact of
the war-risk amendments on firms of
different sizes. Pay-roll data sub-
mitted by these States for war-risk
and all active accounts are not pre-
cisely comparable since, for war-risk
accounts, the pay roll reported was
generally for the current year, where-
as the pay roll for all active acounts
was for some prior year or an average
of the 3 preceding years. The rapid
rise in pay rolls during the war has
undoubtedly resulted in some over-
statement of the proportion of war-

risk accounts among the larger firms.
Conversely, the proportions for the

smaller firms probably have been un-

derstated. As a result, the data are
biased in the direction of indicating a
stronger relationship between size-of-
firm and war-risk liability than ac-
tually exists; even if this bias were
eliminated, however, the relationship
would remain to some extent,

Size-of-firm data for hoth 1943 and
1944 are available for Alabama only,
No small Alabama firms were taxed
at war-risk rates; only firms with pay
rolls of $100,000 or more were sub-
ject. In both years a larger percent-
age of the firms with pay rolls of $1
million or more thanh of those with
less than $1 million were subject to
the added tax—95.6 percent com-
pared with 48.0 percent in 1943 and
39.3 percent compared with 27.1 per-
cent in 1944. Among the Towa firms
in 1942, less than one-fourth of those
with pay rolls under $1 milllon paid
war-risk taxes, while over one-third
of the firms with pay rolls of $1 mil-
lion or more paid the extra tax. In
Wisconsin during 1944, only 44.2 per-
cent of firms with pay rolls of $50,000~
99,999 were subject to war-risk taxes,
whereas 879 percent of those with
pay rolls of $1 million or more paid
these taxes.

The large firms, in general, were
more frequently subject to war-risk
texes than the smaller firms for sev-
eral reasons in addition to the size-of -
firm provisions included in the war-
risk amendments. Some of these
firms were large in 1943 and 1944 be-
cause their pay rolls had increased
rapidly over pay rolls in the prewar
years; such firms would, of course,
generally pay contributions at the
war-risk rates. In general, firms
which were most likely candidates
for war-risk taxation were those in

‘the rapidly expanded war-production

industries—usually the heavy indus-
tries (iron and steel, ordnance, auto-
mobiles, and s0 on) which are nor-
mally the large-sized firms. Also,
many of the newly established war-
production firms were making heavy
war equipment in large quantities and
therefore had greater-than-average
pay rolls. In six of the war-risk
States, such new flrms were auto-
matically subject to the extra tax.



