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P R O V I S I O N S FOR " w a r - r i s k c o n t r i b u 
t i o n s " from employers whose pay rolls 
have expanded d u r i n g the w a r were 
incorporated i n the unemployment 
compensation laws of ten S t a t e s i n 
1 9 4 3 ( A l a b a m a , F l o r i d a , I l l inois , I o w a , 
M a r y l a n d , Minnesota , Missouri , Ohio , 
O k l a h o m a , a n d W i s c o n s i n ) . T h e s e 
w a r - r i s k contributions were a d d i 
t ional to or higher t h a n the rates 
w h i c h would otherwise have been a s 
signed under the existing f inancing 
provisions of the S t a t e laws. 

I n c l u s i o n of these provisions grew 
out of concern over the extent of the 
potential benefit l iabi l i ty w h i c h was 
rapidly a c c r u i n g from the tremendous 
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expansions i n pay rolls caused by w a r 
activity , a n d over the ant ic ipated 
effect of heavy benefit payments , after 
the w a r , on the i n d i v i d u a l rates a s 
signed employers. I t was also recog 
nized t h a t addit ional taxes imposed 
upon employers operating under w a r 
contracts could often be reimbursed 
by the F e d e r a l G o v e r n m e n t 1 a n d 

1 R e p r e s e n t a t i v e s of t h e W a r a n d N a v y 
D e p a r t m e n t s a p p e a r e d before c o m m i t 
tees of t h e leg is la tures in M i s s o u r i a n d 
O h i o a n d opposed e n a c t m e n t of t h e w a r -
r i s k leg is lat ive proposals o n t h e g r o u n d s 
t h a t a n y i n c r e a s e in u n e m p l o y m e n t taxes 
p a i d by e m p l o y e r s p r o d u c i n g w a r m a 
t e r i a l s for t h e U n i t e d S t a t e s w o u l d c o n s t i 
t u t e a n i t e m of cost w h i c h for t h e m o s t 
p a r t w o u l d u l t i m a t e l y be r e i m b u r s e d by 
the F e d e r a l G o v e r n m e n t . 

would, therefore, represent no a d d i 
t ional t a x burden on employers. I t 
was argued t h a t other employers w i t h 
w a r - e x p a n d e d pay rol ls , even though 
they were not operating under G o v 
e r n m e n t contracts on a cost -p lus 
basis, could more easily assume this 
tax d u r i n g the w a r t h a n a f terward , 
w h e n their pay rol ls probably w i l l 
decline w i t h cessation of w a r p r o 
duction. 

T h e emphasis on the probable effect 
of p o s t - w a r costs on indiv idual r e 
serve accounts is well i l lustrated by 
the following statement of policy 
w h i c h introduces the w a r - r i s k c o n t r i 
bution provision of the W i s c o n s i n 
l a w : 

" W a r - t i m e expansion h a s increased 
the pay rolls of some employers s u b 
s tant ia l ly over their 1 9 4 0 pay rol ls , 
w i t h a corresponding increase i n the 
potential p o s t - w a r benefit l iabilities 
of their reserve accounts , but without 
a corresponding increase i n the level 
of those accounts under this chapter . 
Unless corrected, th is condition would 



endanger the p o s t - w a r solvency of 
s u c h accounts , a n d would require 
higher contribution rates to be c o l 
lected from employers generally, d u r 
ing the p o s t - w a r years . Therefore , 
such accounts should now be built up 
toward more near ly adequate post 
w a r levels, to help avoid (or reduce) 
the p o s t - w a r rate increases w h i c h 
would otherwise result , by collecting 
contributions from s u c h employers a t 
higher w a r - t i m e rates , based on the ir 
p a y - r o l l increases a n d the relative 
adequacy of their a c c o u n t s . " 

W h i l e complete analys is of these 
provisions m u s t awai t d a t a on a c t u a l 
operations, the ir inc lus ion i n ten laws 
during 1943 w a r r a n t s some p r e l i m i n i -
n a r y analys is of the m a j o r c h a r a c 
teristics of the provisions, cons idera 
tion of the f i n a n c i a l c h a r a c t e r i s t i c s of 
those States , a n d some questions c o n 
cerning the impl icat ions of the p r o 
visions. 

W a r - R i s k Contribution 
Provisions 

I n general , the w a r - r i s k provisions 
apply only to the w a r period. T h e 
l iabil ity for the increased taxes is 
assessed on employers whose pay rolls 
h a v e expanded greatly d u r i n g the 
w a r — e i t h e r a l l employers or those 
whose pay rolls are of a specified size. 
I n most of the States , the w a r - r i s k 
rate is levied only on t h a t p a r t of the 
pay rol l i n excess of a stated amount . 
T h e r a t e m a y be a flat rate on al l 
employers a n d higher t h a n the rate 
determined under the usual tax p r o 
visions, i t m a y be levied i n addit ion 
to the regular rate , or it m a y v a r y 
w i t h the increase i n the employer 's 
pay rol l a n d the status of his reserve 
account. 

Effective Period 
T h e w a r - r i s k provisions became ef

fective i n two States (Minnesota a n d 
O k l a h o m a ) J a n u a r y 1, 1943; i n one 
( A l a b a m a ) A p r i l 1, 1943; i n six 
( F l o r i d a , I l l inois , I o w a , M a r y l a n d , 
Missouri , a n d W i s c o n s i n ) J u l y 1, 
1943; a n d in one (Ohio) J a n u a r y 1, 
1944 (table 1 ) . T h r e e States ( F l o r 
ida , M a r y l a n d , a n d O k l a h o m a ) made 
no provision for a specified t e r m i n a 
tion date. O k l a h o m a ' s use of the 
lowest of the a n n u a l taxable pay rolls 
of the preceding 3 years from w h i c h 
the p a y - r o l l expansion is measured 
l imits the life of this provision for 
most firms, since it is h a r d l y l ikely 

that , i n general , pay rolls i n the post 
w a r period wi l l be higher t h a n i n the 
w a r period. F l o r i d a specifies t h a t the 
w a r - r i s k provisions s h a l l r e m a i n i n 
effect as long as the S t a t e - w i d e r e 
serve a t the end of a n y ca lendar 
quarter does not exceed $65 per i n 
sured w o r k e r ; the F l o r i d a agency es 
t imates t h a t this floor wi l l probably 
be r e a c h e d by the end of 1944. T h e 
other seven States a l l specify a n ef
fective period w h i c h r u n s for 2-3 
years , ending some time i n 1945 i n 
six of the States , a n d on M a r c h 31, 
1946, i n A l a b a m a . 

Employers Subject to the Tax 
I n general , only employers whose 

pay rolls have expanded greatly d u r 
ing the w a r period are required to pay 
w a r - r i s k contributions. 2 I n d e t e r m i n 
ing w h a t employers are subject to the 
tax, the provisions take into c o n s i d 
erat ion the size of the employer's pay 
r o l l ; the increase i n h i s pay roll over 
a specified prior period; a n d , i n four 
States , the rates now assigned e m 
ployers under experience rat ing , or 
the status of the employer's account. 

Size of pay roll.—Half the States 
( A l a b a m a , I l l inois , I o w a , Minnesota , 
a n d W i s c o n s i n ) exempt employers 
w i t h s m a l l pay rolls f rom the special 
w a r - r i s k contribution, regardless of 
the increase i n their pay ro l l . P r e 
sumably , these States were interested 
i n t a x i n g only the large employers, 
because of the greater instabi l i ty of 
s m a l l f i r m s a n d the assumption t h a t 
the large employers are l ikely to be 
those engaged i n w a r production 
whose taxes w i l l be re imbursed by the 
F e d e r a l G o v e r n m e n t a n d also those 
who, individual ly , w i l l throw the 
greatest burden on the fund. 

T h e five other States levy the tax on 
al l employers regardless of size of pay 
rol l . Presumably , these States levy 
the tax without regard for size of pay 
rol l on the theory t h a t employers with 
w a r - e x p a n d e d pay rol ls would r e p r e 
sent the greatest r i s k to the u n e m 
ployment fund or t h a t the accounts 
of a l l employers w i t h w a r - e x p a n d e d 
pay rolls might be subjected to heavy 
post -war d r a i n s a n d could more easily 

2 I n a d d i t i o n , 4 S t a t e s ( I o w a , M i n n e 
s o t a , M i s s o u r i , W i s c o n s i n ) l e v y c o n t r i b u 
t ions o n specif ied n e w employers , or those 
w i t h o u t p a y rol ls in the base per iod ; a n d 
W i s c o n s i n levies a s p e c i a l p o s t - w a r r e 
serve tax of 0.5 p e r c e n t o n a l l s u b j e c t 
employers , regardless of s ize of pay r o l l . 

pay these increased contributions now 
t h a n l a t e r . 3 

T h e s i z e - o f - p a y - r o l l exemption 
varies among these five S t a t e s ; 
I o w a a n d W i s c o n s i n exempt employ
ers w i t h a n n u a l pay rolls of less 
t h a n $30,000; A l a b a m a a n d I l l inois 
exempt employers w i t h a n n u a l t a x 
able pay rolls of $100,000 or less ; M i n 
nesota exempts employers w i t h q u a r 
terly taxable pay rolls of $50,000 or 
less. T h e A l a b a m a exemption would 
exclude about 87 percent of the e m 
ployers subject to the unemployment 
compensation tax classified by size of 
pay rol l , while the Wiscons in a n d I o w a 
exemptions m a y result i n e l iminat ing 
approximately two- thirds of the f irms 
subject to the unemployment c o m 
pensat ion tax i n e a c h State , judged 
from 1943 reports. No information 
is avai lable on the proportion of total 
covered pay rol l included i n these 
figures. 

Increase in pay roll.—In a l l ten 
States , a n employer's l iabil ity for the 
special w a r - r i s k tax i n a n y taxable 
period depends on a specified increase 
i n his pay rol l d u r i n g the years of 
w a r act ivity . I n some States th is 
factor is used alone; i n others it is 
used i n combination w i t h other f a c 
tors, s u c h as the condition of the e m 
ployer's reserve account . T h e " n o r 
m a l " period from w h i c h the p a y - r o l l 
expansion is measured a n d the p e r 
centage increase i n pay rolls w h i c h 
make a n employer liable to these new 
provisions v a r y greatly among the 
States . 

T h e most common base from w h i c h 
a n employer's p a y - r o l l expansion is 
measured is the amount of his pay ro l l 
i n 1940. F i v e States ( I l l inois , I o w a , 4 

M a r y l a n d , Minnesota , 5 a n d W i s c o n 
s i n ) use this base. T h r e e States ( A l a 
bama, Missouri , a n d O k l a h o m a ) use 
the employer's a n n u a l taxable pay ro l l 
for several preceding years . A l a b a m a 

3 T h e M a r y l a n d agency h a s reported t h a t 
m a n y s m a l l employers n o t d i r e c t l y e n 
gaged in war p r o d u c t i o n were a m o n g t h e 
2,099 employers s u b j e c t to t h e w a r - r i s k 
rate for the f iscal year 1943-44. M a n y of 
t h e m exper ienced e x p a n s i o n s in p a y ro l l 
d u e to h i g h e r wage scales a n d longer 
h o u r s of work r a t h e r t h a n a n increase in 
t h e n u m b e r of w o r k e r s e m p l o y e d . 

4 I f there is no 1940 p a y ro l l , p a y rol l for 
year e n d i n g on c o m p u t a t i o n date is u s e d . 

5 T h e p a y - r o l l e x p a n s i o n in a n y c a l e n d a r 
q u a r t e r is m e a s u r e d in r e l a t i o n to t h e 
corresponding q u a r t e r in 1940. 



Table 1.—War-risk contribution provisions, 10 States, 1943 

State E f f e c t i v e p e r i o d 

E m p l o y e r s l i a b l e — 

W a r - r i s k c o n t r i b u t i o n r a t e s a n d s u b j e c t p a y r o l l s State E f f e c t i v e p e r i o d 
W i t h o u t p a y r o l l s i n s p e c i f i e d 

p e r i o d 
W i t h s p e c i f i e d i n c r e a s e i n p a y r o l l s 

W a r - r i s k c o n t r i b u t i o n r a t e s a n d s u b j e c t p a y r o l l s 

A l a b a m a A p r i l 1 9 4 3 - M a r c h 1946 N o n e E m p l o y e r s w i t h t o t a l t a x a b l e p a y r o l l 
i n 1 2 - m o n t h p e r i o d , b e g i n n i n g A p r i l 
1 o f a n y y e a r , w h i c h e x c e e d s $ 1 0 0 , 0 0 0 
a n d e x c e e d s t h e g r e a t e r o f ( a ) a v e r a g e 
a n n u a l t a x a b l e p a y r o l l f o r 4 con
s e c u t i v e c a l e n d a r y e a r s i m m e d i a t e l y 
p r e c e d i n g t h e 1 2 - m o n t h p e r i o d o r ( b ) 
t h e a v e r a g e a n n u a l t a x a b l e p a y r o l l 
f o r first 2 o f l a s t 4 c a l e n d a r y e a r s b y 100% 

F l a t r a t e o f 2 . 7 % i n l i e u o f m o d i f i e d r a t e u n d e r 
e x p e r i e n c e r a t i n g o n t h a t p o r t i o n o f t o t a l t a x 
a b l e p a y r o l l in 1 2 - m o n t h p e r i o d , b e g i n n i n g 
A p r i l 1 o f a n y y e a r , w h i c h e x c e e d s t h e g r e a t e r 
o f ( a ) a v e r a g e a n n u a l t a x a b l e p a y r o l l f o r 4 c o n 
s e c u t i v e c a l e n d a r y e a r s i m m e d i a t e l y p r e c e d i n g 
t h e 1 2 - m o n t h p e r i o d o r ( b ) t h e a v e r a g e a n n u a l 
taxable p a y r o l l f o r first 2 o f l a s t 4 c a l e n d a r 
y e a r s b y 1 0 0 % . 

F l o r i d a B e g i n n i n g J u l y 1 , 1 9 4 3 , 
w h e n e v e r S t a t e - w i d e 
r e s e r v e a t e n d o f a n y 
c a l e n d a r q u a r t e r 
d o e s n o t e x c e e d $ 6 5 
p e r i n s u r e d w o r k e r 

E m p l o y e r s w i t h n o 1 9 3 9 t a x 
a b l e p a y r o l l w h o s e c u r r e n t 
a n n u a l t a x a b l e p a y r o l l e x 
c e e d s first a n n u a l t a x a b l e 
p a y r o l l b y 1 0 0 % . 

E m p l o y e r s w i t h c u r r e n t a n n u a l t a x 
a b l e p a y r o l l w h i c h e x c e e d s 1 9 3 9 t a x 
a b l e p a y r o l l b y 1 0 0 % . 

F l a t r a t e o f 2 . 7 % i n l i e u o f m o d i f i e d r a t e u n d e r 
e x p e r i e n c e r a t i n g o n p o r t i o n o f c u r r e n t t a x a b l e 
p a y r o l l w h i c h e x c e e d s b y 1 0 0 % e i t h e r ( a ) t a x 
a b l e p a y r o l l f o r 1 9 3 9 o r ( b ) i f n o 1939 
t a x a b l e p a y r o l l , first a n n u a l p a y r o l l t h e r e a f t e r . 

I l l i n o i s J u l y 1 9 4 3 - D e c e m b e r 
1 9 4 5 . 

None E m p l o y e r s w i t h t a x a b l e p a y r o l l f o r 
J u l y - D e c e m b e r 1 9 4 3 w h i c h e x c e e d s 
$ 5 0 , 0 0 0 o r f o r 1944 a n d / o r 1 9 4 5 w h i c h 
e x c e e d s $ 1 0 0 , 0 0 0 ( a ) w i t h m o d i f i e d 
r a l e o f l e s s t h a n 2 % w h o s e t a x a b l e 
p a y r o l l f o r p r e c e d i n g c a l e n d a r y e a r 
e x c e e d s t a x a b l e p a y r o l l f o r 1 9 4 0 b y 
m o r e t h a n 1 0 0 % b u t l e s s t h a n 1 5 0 % 
o r ( b ) w i t h m o d i f i e d r a t e o f l e s s t h a n 
2 . 7 % w h o s e t a x a b l e p a y r o l l f o r p r e 
c e d i n g y e a r e x c e e d s t a x a b l e p a y r o l l 
f o r 1 9 4 0 b y 1 5 0 % o r m o r e . 

( a ) F l a t r a t e o f 2 % i n l i e u o f m o d i f i e d r a t e u n d e r 
e x p e r i e n c e r a t i n g o n p o r t i o n o f c u r r e n t pay r o l l 
w h i c h e x c e e d s $ 5 0 , 0 0 0 f o r J u l y - D e c e m b e r 1943 
o r $ 1 0 0 , 0 0 0 f o r 1944 a n d / o r 1 9 4 5 , o r ( b ) f l a t r a t e o f 
2 . 7 % i n l i e u o f m o d i f i e d r a t e s u n d e r e x p e r i e n c e 
r a t i n g o n p o r t i o n o f c u r r e n t p a y r o l l w h i c h e x 

ceeds $50,000 for July-December 1943, or $100,000 
for 1944 and/or 1945. 

I o w a J u l y 1943 - D e c e m b e r 
1 9 4 5 . 

( a ) E m p l o y e r s s u b j e c t t o l a w 
a f t e r D e c . 3 1 , 1 9 4 2 , i f a n n u a l 
p a y r o l l 1 d u r i n g first y e a r o f 
c o v e r a g e e q u a l s o r e x c e e d s 
$ 3 0 , 0 0 0 ; o r ( b ) e m p l o y e r s 
w i t h n o 1 9 4 0 p a y r o l l i f p a y 
r o l l f o r y e a r e n d i n g o n c o m 
p u t a t i o n d a t e e q u a l s o r e x 
c e e d s $ 3 0 , 0 0 0 . 

E m p l o y e r s w i t h a n n u a l p a y r o l l o n 
c o m p u t a t i o n d a t e o f $ 3 0 , 0 0 0 o r m o r e 
w h i c h e x c e e d s p a y r o l l f o r 1 9 4 0 b y 
1 0 0 % o r m o r e . 

V a r i a b l e r a t e s r a n g i n g f r o m 2 . 7 % t o 5 % , d e p e n d 
i n g u p o n e m p l o y e r ' s r e s e r v e p e r c e n t a g e c o r r e 
l a t e d w i t h p e r c e n t a g e i n c r e a s e i n p a y r o l l s , i n 
l i e u o f m o d i f i e d o r s t a n d a r d r a t e s under e x p e r i 
e n c e r a t i n g ( a ) o n t h a t p o r t i o n o f pay r o l l 1 i n 
c u r r e n t y e a r w h i c h e x c e e d s p a y r o l l f o r 1940 o r 
( b ) o n t o t a l p a y r o l l f o r t h o s e e m p l o y e r s w h o 
h a v e n o 1940 2 p a y r o l l . 

Maryland J u l y 1 , 1 9 4 3 , a n d t h e r e 
a f t e r . 

N o n e E m p l o y e r s w h o s e t a x a b l e p a y r o l l f o r 
c a l e n d a r y e a r i m m e d i a t e l y p r e c e d 
i n g c u r r e n t fiscal y e a r e x c e e d s b y 
5 0 % p a y r o l l f o r 1 9 4 0 . 

F l a t r a t e o f 2 . 7 % o n e n t i r e p a y r o l l i n l i e u o f r a t e s 
u n d e r e x p e r i e n c e r a t i n g . 

Minnesota J a n u a r y 1943 - J u n e 
1 9 4 5 . 

E m p l o y e r s s u b j e c t t o l a w a f t e r 
D e c . 3 1 , 1 9 4 0 , w h o s e t o t a l 
c u r r e n t t a x a b l e p a y r o l l f o r 

any q u a r t e r J a n u a r y 1 9 4 2 -
J u n e 1 9 4 5 e x c e e d s $ 5 0 , 0 0 0 . 

E m p l o y e r s w i t h t o t a l c u r r e n t t a x a b l e 
p a y r o l l f o r a n y c a l e n d a r q u a r t e r 
J a n u a r y 1 9 4 2 - J u n e 1 9 4 5 , w h i c h e x 
c e e d s $ 5 0 , 0 0 0 a n d e x c e e d s b y 1 0 0 % o r 
m o r e p a y r o l l o f c o r r e s p o n d i n g q u a r 
t e r o f 1 9 4 0 . 

F l a t r a t e o f 3 % , i n a d d i t i o n t o r a t e s a s s i g n e d 
u n d e r e x p e r i e n c e r a t i n g , ( a ) o n t h a t p o r t i o n o f 
p a y r o l l w h i c h e x c e e d s e m p l o y e r ' s p a y r o l l i n 
c o r r e s p o n d i n g q u a r t e r o f 1 9 4 0 b y 1 0 0 % , ( b ) f o r 
e m p l o y e r n e w l y s u b j e c t s i n c e D e c . 3 1 , 1 9 4 0 , o n 
e n t i r e p a y r o l l . 

M i s s o u r i J u l y 1 9 4 3 - J u n e 1945 E m p l o y e r s w i t h n o a n n u a l p a y 
r o l l f o r e a c h o f t h e c a l e n d a r 
y e a r s 1 9 3 9 , 1 9 4 0 , a n d 1 9 4 1 . 

E m p l o y e r s w i t h a n n u a l p a y r o l l f o r 
fiscal y e a r s e n d i n g J u n e 3 0 , 1 9 4 4 , 
a n d / o r 1 9 4 5 w h i c h e x c e e d s b y 5 0 % o r 
m o r e t h e a v e r a g e a n n u a l p a y r o l l f o r 
t h e c a l e n d a r y e a r s 1 9 3 9 - 4 1 . 

F l a t r a t e o f 3 . 6 % 3 i n l i e u o f m o d i f i e d r a t e s u n d e r 
e x p e r i e n c e r a t i n g o n t h a t p a r t o f c u r r e n t t a x 
a b l e p a y r o l l w h i c h e x c e e d s b y 5 0 % , a v e r a g e 
a n n u a l pay r o l l f o r c a l e n d a r y e a r s 1 9 3 9 - 4 1 ; i f n o 
p a y r o l l f o r e a c h o f y e a r s 1 9 3 9 - 4 1 , t h e r a t e o f 
3 . 6 % o n w h o l e p a y r o l l , p r o v i d e d t h a t C o m 
m i s s i o n m a y e s t a b l i s h a v e r a g e a n n u a l p a y r o l l 
f o r a n y e m p l o y e r w i t h o u t p a y r o l l i n 1 9 3 9 - 4 1 
w h o s e p a y r o l l f r o m y e a r t o y e a r h a s n o t in
c r e a s e d m o r e t h a n 5 0 % . R a t e i s l e v i e d o n l y 
o n t h a t p a r t o f p a y r o l l i n e x c e s s o f e s t a b l i s h e d 
a v e r a g e a n n u a l p a y r o l l . 

O h i o J a n u a r y 1 9 4 4 - D e c e m 
b e r 1 9 4 5 . 

N e w e m p l o y e r s n o t s u b j e c t t o 
e x p e r i e n c e r a t i n g w h o s e c u r 
r e n t a n n u a l t a x a b l e p a y r o l l 
e x c e e d s b y 5 0 % o r m o r e t a x 
a b l e p a y r o l l f o r f i r s t 4 c o n 
s e c u t i v e c a l e n d a r q u a r t e r s 
i n w h i c h t h e y had e m p l o y 
m e n t . 

E m p l o y e r s w i t h m o s t r e c e n t a n n u a l 
p a y r o l l w h i c h e q u a l s o r e x c e e d s b y 
5 0 % a v e r a g e a n n u a l p a y r o l l u s e d i n 
c o m p u t i n g f i r s t m o d i f i e d r a t e a n d 
w h o s e a c c o u n t s d o n o t e q u a l o r e x 
c e e d 9 % o f a v e r a g e a n n u a l p a y r o l l . 

V a r i a b l e r a t e s r a n g i n g f r o m 0 % t o 1 % , o n t o t a l 
t a x a b l e p a y r o l l — i n a d d i t i o n t o m o d i f i e d r a t e s 
u n d e r e x p e r i e n c e r a t i n g — d e p e n d i n g u p o n p e r 
c e n t a g e i n c r e a s e i n e m p l o y e r ' s p a y r o l l c o r r e 
l a t e d w i t h r a t i o o f e x c e s s c o n t r i b u t i o n s t o 
a n n u a l p a y r o l l . M a x i m u m t o t a l c o n t r i b u t i o n 
r a t e ( r e g u l a r r a t e p l u s w a r - r i s k ) 3 . 5 % . F o r 
n e w e m p l o y e r s n o t y e t s u b j e c t t o e x p e r i e n c e 
r a t i n g , r a t e s a r e t h o s e a p p l i c a b l e t o e m p l o y e r s 
w i t h r e s e r v e s o f l e s s t h a n 3 % o f p a y r o l l s . 

O k l a h o m a J a n . 1 , 1 9 4 3 , a n d t h e r e 
a f t e r . 

N o n e E m p l o y e r s w i t h annual t a x a b l e p a y 
r o l l i n c u r r e n t c a l e n d a r y e a r w h i c h 
e x c e e d s b y 2 0 0 % t h e i r l o w e s t a n n u a l 
t a x a b l e p a y r o l l f o r t h e 3 i m m e d i 
a t e l y p r e c e d i n g c a l e n d a r y e a r s . 

F l a t r a t e o f 2 . 7 % 4 i n l i e u o f m o d i f i e d r a t e s u n d e r 
e x p e r i e n c e r a t i n g o n that p a r t o f c u r r e n t a n n u a l 
t a x a b l e p a y r o l l w h i c h e x c e e d s b y 2 0 0 % the 
l o w e s t a n n u a l t a x a b l e p a y r o l l s f o r t h e 3 i m 
m e d i a t e l y p r e c e d i n g c a l e n d a r y e a r s . 

W i s c o n s i n J u l y 1 9 4 3 - D e c e m b e r 
1945, o r e a r l i e r . 5 

| 
E m p l o y e r s w h o b e c a m e subject t o l a w a f t e r D e c . 3 1 , 1 9 4 2 , a n d w h o s e p a y r o l l f o r t h e i r first y e a r o f c o v e r a g e is $30,000 o r m o r e . 

( a ) E m p l o y e r s w h o s e p a y r o l l f o r y e a r 
ending on computation date is $30,000 
or more and exceeds by 50% pay 
roll for 1940. 
(b) All subject employers 

( a ) V a r i a b l e r a t e s r a n g i n g f r o m 0 % t o 5% o n t o t a l 
t a x a b l e p a y r o l l i n l i e u o f m o d i f i e d r a t e s u n d e r 
e x p e r i e n c e r a t i n g b a s e d o n e m p l o y e r ' s r e s e r v e 
p e r c e n t a g e c o r r e l a t e d w i t h i n c r e a s e i n p a y r o l l . 2 

M a x i m u m r a t e f o r J u l y - D e c e m b e r 1 9 4 3 , 4% 
( b ) F l a t r a t e o f 0 . 5 % o n t o t a l t a x a b l e p a y r o l l o f a l l 

s u b j e c t e m p l o y e r s f o r s p e c i a l " p o s t - w a r re
s e r v e " i n t h e e m p l o y e r ' s a c c o u n t . 

1 I o w a a g e n c y h a s i n t e r p r e t e d t h i s a s t o t a l p a y r o l l . 
2 F o r e m p l o y e r s w i t h n o 1 9 4 0 p a y r o l l , t h e r a t e s a p p l i c a b l e t o e m p l o y e r s w h o s e 

p a y r o l l s h a v e e x p a n d e d 4 0 0 % o r m o r e a p p l i e d . 
3 A n y e m p l o y e r w h o s e c o n t r i b u t i o n s h a v e i n c r e a s e d b e c a u s e o f t h e w a r - r i s k 

r a t e s i s e n t i t l e d t o a s p e c i a l c r e d i t o f $ 1 0 0 a g a i n s t a m o u n t o f i n c r e a s e d c o n t r i b u 
t i o n s f o r e a c h o f t h e 2 fiscal y e a r s d u r i n g w h i c h w a r - r i s k p r o v i s i o n s a r e e f f e c t i v e . 

4 P e n a l t y r a t e s w e r e s u s p e n d e d d u r i n g 1943 a n d 1 9 4 4 . 
5 W a r - r i s k c o n t r i b u t i o n s w i l l c e a s e t o b e e f f e c t i v e o n the e a r l i e r o f t h e 2 f o l l o w 

i n g d a t e s : D e c . 3 1 , 1 9 4 5 , o r t h e c l o s e o f t h e t h i r d m o n t h f o l l o w i n g t h e f i r s t c a l e n d a r 
q u a r t e r f o r w h i c h t h e t o t a l o f a l l t a x a b l e p a y r o l l s i s l e s s t h a n $ 2 0 0 m i l l i o n a s 
d e t e r m i n e d b y the C o m m i s s i o n a n d p u b l i s h e d i n a n o f f i c i a l State p a p e r . 



specifies the average a n n u a l taxable 
pay rol l of the first 2 of the las t 4 
years or the average of the 4 years 
immediately preceding h i s c u r r e n t 
pay r o l l ; Missouri , the average of 1939, 
1940, a n d 1941; Ohio , the average a n 
n u a l pay rol l used in computing the 
employer's first modified r a t e ; a n d 
O k l a h o m a , the lowest a n n u a l taxable 
pay roll i n the 3 preceding ca lendar 
years . F l o r i d a 6 uses the employer's 
1939 taxable pay rol l . 

A l t h o u g h d a t a are not yet generally 
available on the effect w h i c h the use 
of these various bases for m e a s u r i n g 
p a y - r o l l expansion m a y have on the 
number of employers who are subject 
to the tax , some indicat ion m a y be 
gleaned from e x a m i n i n g the trend i n 
covered employment a n d pay rolls i n 
these ten States . 

T h e expansion i n covered employ
ment did not begin uniformly after 
the n o r m a l year , t a k i n g as examples 
the five States w h i c h use 1940 as the 
base year from w h i c h expansion is 
measured . I n I l l ino is , the expansion 
h a s continued uninterruptedly s ince 
the beginning of 1939. A l though e m 
ployment a n d pay rolls i n I o w a were 
higher i n 1940 t h a n i n 1939, s ignif i 
c a n t expansion got under way only i n 
1941. I n M a r y l a n d , 1939 would prob
ably h a v e been a better base year to 
use i f a l l the defense a n d w a r - e x 
panded pay rol ls were to be cons id 
ered, s ince the employment trend was 
a lready u p w a r d i n 1940. F o r M i n n e 
sota, 1940 probably was as good a 
base year as possible, s ince employ
m e n t was h i g h e r i n 1939 t h a n 1940. 
W i s c o n s i n employment a n d pay rolls 
h a d a lready expanded somewhat by 
1940. 

I n the p a y - r o l l increase required 
before a n employer m a y be liable for 
w a r - r i s k contributions, the ten p r o 
visions a g a i n show no uni form p a t 
tern. S i x States levy w a r - r i s k c o n t r i 
butions on employers w i t h specified 
increases i n pay rolls , while four 
( I l l inois , I o w a , Ohio , a n d W i s c o n s i n ) 
levy these contributions on employers 
w i t h specified increases in relation to 
the rates they are receiving under 
n o r m a l exper ience -rat ing operations 
or the s tatus of the employers ' i n d i 
v idual reserve accounts. O k l a h o m a 
taxes employers whose pay rolls have 
expanded 200 percent or more over 

6If there is no 1939 pay ro l l , the first 
a n n u a l t a x a b l e pay rol l is u s e d : 

those i n the " n o r m a l " period s p e c i 
fied; A l a b a m a , F l o r i d a , I l l inois , I o w a , 
a n d Minnesota , 100 percent or more, 
a n d M a r y l a n d , Missouri , Ohio , a n d 
Wiscons in , 50 percent or more. 7 

C o m b i n i n g p a y - r o l l increases w i t h 
specified variable tax rates or reserve 
ratios under experience r a t i n g as the 
basis for determining the l iabil ity of 
the employer i n four States ( I l l inois , 
I o w a , Ohio , a n d W i s c o n s i n ) leads to 
some interesting contrasts . 

W i s c o n s i n substitutes a w a r - r i s k 
contr ibut ion-rate schedule for the 
n o r m a l exper ience -rat ing schedule by 
increasing the contributions due from 
employers i n relat ion to their reserve 
ratio a n d p a y - r o l l expansion. I n 
Ohio the w a r - r i s k contribution rate 
depends on the employer's reserve 
rat io a n d p a y - r o l l expansion, a n d is 
assessed i n addit ion to the rate under 
experience r a t i n g . I n both States , 
however, employers w i t h the highest 
reserve ratios a n d the lowest n o r m a l 
experience rates are exempt from any 
increase i n tax regardless of the i n 
crease i n pay rolls . T h e W i s c o n s i n 
schedule of w a r - r i s k rates provides 
t h a t these rates wi l l be assessed on 
some employers normal ly liable to 
zero rates , as the p a y - r o l l expansion 
increases . O h i o , however, exempts 
al l employers, regardless of p a y - r o l l 
expansion, who have rates below 1.5 
percent. T h i s difference m a y be due 
i n p a r t to the fact t h a t i n Wiscons in 
rates c a n go down to zero under ex 
perience rat ing , whi le i n Ohio the 
m i n i m u m rate is 0.7 percent . 

I l l inois exempts from w a r - r i s k rates 
the employers w i t h s t a n d a r d or p e n 
alty rates who have the greatest e x 
pansion i n pay rolls as well a s e m 
ployers w i t h rates of 2 percent or 
above, who h a d smal ler expansions, 
levying the new taxes on the excess 
pay rol l of employers receiving the 
lowest rates now. I n I o w a no e m 
ployer w i t h the specified expansion 
is exempt from the w a r - r i s k rate be
cause of his rate under experience 
rat ing . 

7 F o u r S t a t e s ( I o w a , M i n n e s o t a , M i s 
s o u r i , a n d W i s c o n s i n ) also assess w a r -
r i s k r a t e s a g a i n s t n e w l y s u b j e c t e m 
ployers , u n d e r v a r i e d specified c o n d i t i o n s , 
w i t h o u t a n y r e q u i r e m e n t of p a y - r o l l i n 
creases . I o w a a n d W i s c o n s i n , i n a s s i g n 
i n g r a t e s , a s s u m e t h a t employers w i t h n o 
1940 pay ro l l h a d a n increase of 400 p e r 
c e n t or more . 

Pay Roll Subject to 
War-Risk Rates 

O n l y three States ( M a r y l a n d , Ohio , 
a n d Wiscons in) levy the w a r - r i s k c o n 
tribution rate on the entire pay ro l l 
of employers who meet specified c o n 
ditions; the other seven ( A l a b a m a , 
F l o r i d a , I l l inois , I o w a , Minnesota , 
Missouri , and O k l a h o m a ) levy it on 
t h a t portion of the pay rol l w h i c h is 
i n excess of a stated amount . 8 

Among the seven States w h i c h levy 
the w a r - r i s k rate on only a p a r t of 
the pay rol l , there a r e differences i n 
the proportion subject to the levy. 
I l l inois , I o w a , a n d Missouri specify 
t h a t the w a r - r i s k rate wi l l be levied 
on t h a t p a r t of the pay roll w h i c h 
exceeds t h a t of the base year used ; 
A l a b a m a , F l o r i d a , Minnesota , a n d 
O k l a h o m a levy the w a r - r i s k c o n t r i 
bution rate only on t h a t p a r t i n e x 
cess of the specified increase used to 
determine the employer's l iabi l i ty for 
the tax. I t seems clear t h a t the 
States w h i c h collect addit ional r e v 
enue on the employer's entire pay rol l 
wi l l receive f a r more, relatively, t h a n 
the other States , a n d t h a t the smal ler 
the proportion of p a y roll subject to 
the levy, the less wil l be the revenue. 

War-Risk Contribution 
Rate Structure 
T h e rate s tructure also is not u n i 

form. M a r y l a n d , one of the three 
States w h i c h levy w a r - r i s k c o n t r i b u 
tion rates on the entire pay roll of 
specified employers, levies a 2.7-per
cent tax on al l employers whose pay 
rolls have expanded 50 percent or 
more instead of basing their rates on 
the benefit ratio used for a l l other 
employers under their regular ex 
p e r i e n c e - r a t i n g f o r m u l a . O h i o adds 
a n addit ional tax ranging from 0.1 to 
1 percent, depending on the e m 
ployer's rate or reserve rat io a n d h i s 
increase i n pay roll , w i t h a m a x i m u m 
total contribution ( w a r - r i s k a n d r e g u 
l a r tax) of 3.5 percent. 9 I f , however, 
the balance i n the fund is less t h a n 
the benefits in the 2 preceding years 

8In a d d i t i o n however , I o w a , M i n n e 
s o t a , a n d M i s s o u r i levy the tax o n t h e 
e n t i r e pay r o l l of c e r t a i n n e w employers , 
w h i l e W i s c o n s i n also levies i ts s p e c i a l 
p o s t - w a r tax o n the e n t i r e pay rolls of 
a l l employers . 

9 Newly s u b j e c t employers , n o t yet s u b 
j e c t to experience r a t i n g , are to receive 
r a t e s a p p l i c a b l e to employers w i t h a r e 
serve of less t h a n 3 p e r c e n t . 



the rate is increased 0.5 percent , 
m a k i n g the m a x i m u m total c o n t r i b u 
tion rate 4 percent . W i s c o n s i n s u b s t i 
tutes for employers subject to the 
w a r - r i s k rates , a new schedule of rates 
r a n g i n g from 0 to 5 p e r c e n t 1 0 ( instead 
of 0 to 4 p e r c e n t ) , also depending on 
the employer's reserve ratio a n d p e r 
centage increase i n pay roll . 1 1 I n a d 
dit ion, i t levies a flat 0.5 percent tax 
on a l l subject employers, regardless of 
increase i n pay rolls, for the p o s t - w a r 
reserve. 1 2 

T h e seven States w h i c h levy the 
rate on only p a r t of the pay rol l fa l l 
into several groups. A l a b a m a , F l o r 
ida , 1 3 a n d O k l a h o m a 1 4 levy a flat 2.7-
percent tax on the excess pay rol l , 
whi le the rest of the pay roll is s u b 
ject to the regular exper ience -rat ing 
tax rate . T h e Missouri provisions are 
s i m i l a r , except t h a t the rate levied on 
the excess pay rol l is 3.6 percent . 1 5 

I l l inois raises to 2.7 percent the 
rates t h a t are below t h a t figure for 
employers w i t h pay rolls w h i c h have 
expanded 150 percent or m o r e ; for 
employers w i t h rates below 2 percent 
the rate is ra ised to 2 percent if their 
p a y - r o l l increases were between 100 
a n d 150 percent . I o w a substitutes 
rates r a n g i n g from 2.7 to 5 percent 
on the excess pay rol l , depending on 
the employer's reserve rat io a n d the 
increase i n the pay rol l . 1 6 Minnesota 

1 0 T h e m a x i m u m r a t e is 4 p e r c e n t for 
t h e 6 m o n t h s e n d e d D e c e m b e r 31, 1943. 

1 1 E m p l o y e r s w i t h no 1940 p a y rol l r e 
ceive t h e r a t e s a p p l i c a b l e to employers 
whose pay r o l l h a s expanded 400 p e r c e n t . 

1 2 F o r t h e q u a r t e r e n d e d S e p t e m b e r 30, 
1943, the r e v e n u e f r o m t h i s tax was $1.5 
m i l l i o n . 

13 A n a m e n d m e n t to t h e e x p e r i e n c e - r a t 
i n g p r o v i s i o n s of t h e F l o r i d a law is in
c l u d e d w i t h t h e w a r - r i s k p r o v i s i o n s . I t 
provides t h a t if the b a l a n c e i n t h e f u n d 
as of D e c e m b e r 31 of a n y year does not 
exceed $22 m i l l i o n , or $65 per covered 
w o r k e r , experience r a t i n g w i l l be s u s 
pended a n d a l l employers s u b j e c t e d to a 
2 .7 -percent rate o n t h e i r e n t i r e p a y r o l l . 
T h i s reserve p r o v i s i o n h a d formerly b e e n 
$12 m i l l i o n . F u n d s a v a i l a b l e o n J u n e 30, 
1943, were $25.7 m i l l i o n . 

14 O k l a h o m a s u s p e n d e d p e n a l t y rates i n 
1943 a n d 1944. 

1 5 E m p l o y e r s whose c o n t r i b u t i o n s are i n 
creased because of the w a r - r i s k r a t e s are 
e n t i t l e d to a s p e c i a l c r e d i t of $100 a g a i n s t 
t h e a m o u n t of t h e i n c r e a s e d c o n t r i b u 
t i o n s for e a c h of t h e 2 f iscal years d u r i n g 
w h i c h t h e w a r - r i s k provis ions are effec
t ive . 

1 6 E m p l o y e r s w i t h n o 1940 pay ro l l r e 
ceive r a t e s a p p l i c a b l e to employers whose 
pay rol l h a s i n c r e a s e d by 400 p e r c e n t or 
more . 

adds a 3 -percent tax on the excess 
p a y r o l l . 

E v e n w i t h the w a r - r i s k provisions, 
four States ( A l a b a m a , F l o r i d a , M a r y 
l a n d , a n d O k l a h o m a 1 7 ) w i l l not t a x 
a n y employer a t more t h a n the 
s t a n d a r d rate . I n a l l the other States 
the regular exper ience -rat ing formula 
provides for a m a x i m u m r a t e above 
the s t a n d a r d . I n one of these States 
( I l l inois) the w a r - r i s k provisions do 
not provide rates above the s t a n d a r d ; 
the rate on the excess pay rol l is i n 
creased to only 2 percent or 2.7 p e r 
cent, depending on the increase i n the 
pay roll a n d the rates assigned e m 
ployers u n d e r regular e x p e r i e n c e - r a t 
ing operations. 

I n the four States w h i c h provide a 
m a x i m u m rate of 2.7 percent under 
regular exper ience -rat ing provisions, 
revenue wi l l s t i l l be less t h a n t h a t 
w h i c h would have been collected at 
the s t a n d a r d rate , despite the w a r -
r isk provisions. I n these States the 
w a r - r i s k provisions merely introduce 
another factor w h i c h determines a n 
employer's l iabi l i ty for the s t a n d a r d 
rate on his whole pay roll (as i n M a r y 
l a n d ) or on t h a t p a r t of h i s pay roll 
w h i c h is i n excess of a specified 
a m o u n t (as i n A l a b a m a , F l o r i d a , a n d 
O k l a h o m a ) . 

Liability of Newly 
Subject Employers 

S i x States ( F l o r i d a , I o w a , M i n n e 
sota, Missouri , Ohio , a n d W i s c o n s i n ) 

1 7 R a t e s above 2.7 p e r c e n t were s u s 
p e n d e d for 1943 a n d 1944; m a x i m u m r a t e 
is 4 p e r c e n t thereafter . 

m a k e special provision for specified 
newly subject employers, or for e m 
ployers without pay rolls in the base 
period used. I n four, these employers 
a r c subject to the tax without re fer 
ence to increase in pay rol l , a n d i n a l l 
but F l o r i d a their rates are higher t h a n 
those of other employers. I n I o w a 
a n d Wiscons in , employers w i t h no 
1940 pay roll receive the rates w h i c h 
are applicable to employers whose pay 
rolls have expanded by 400 percent or 
m o r e — t h e highest range of rates . 
Minnesota a n d Missouri apply the 
w a r - r i s k rate to the entire pay roll of 
employers who h a d no pay rolls i n the 
prior period, while for a l l other e m 
ployers it is applied only to the excess 
pay rol l . Ohio treats employers not 
yet subject to experience r a t i n g as if 
they h a d a reserve of less t h a n 3 p e r 
cent of average a n n u a l pay roll , the 
reserve w h i c h makes a n employer e l i 
gible for the highest range of rates . 

Financial Characteristics of 
the T e n States 

T h e ten States w h i c h have adopted 
w a r - r i s k contribution provisions do 
not have any common f inancia l prob
lem, judged by the expansion i n their 
pay rolls, by their probable c l a i m load 
in the p o s t - w a r period, or by some 
rough indicators of the solvency of 
their unemployment compensation 
funds. A l a b a m a , F l o r i d a , M a r y l a n d , 
a n d Ohio have experienced a w a r t i m e 
p a y - r o l l increase substantial ly greater 
t h a n for the U n i t e d States as a whole. 
I n I l l inois , I o w a , Minnesota , Missouri , 
a n d O k l a h o m a , the p a y - r o l l increase 

T a b l e 2.—Selected financial indexes in 10 States 

State 

Percentage 
i n c r e a s e , i n 

t a x a b l e , p a y 
r o l l s , A p r i l -
J u n e 1 9 4 3 1 

c o m p a r e d 
w i t h A p r i l -

J u n e 1 9 4 0 

F u n d s available a t 
e n d o f y e a r as p e r 

c e n t o f t a x a b l e 
w a g e s d u r i n g y e a r 2 

P e r c e n t o f e m 
p l o y e d c o v e r e d 
w o r k e r s , S e p 
t e m b e r 1 9 4 3 , 

w h o c o u l d h a v e 
m a x i m u m 

d u r a t i o n o f 
b e n e f i t s u n d e r 

S t a t e l a w s 
f r o m f u n d s 

a v a i l a b l e o n 
D e c . 3 1 , 1 9 1 3 

E s t i m a t e d 
d e m o b i l i z a 
t i o n u n e m 

p l o y m e n t a s 
p e r c e n t o f 

S e p t e m b e r 
1 9 4 3 c o v e r e d 

e m p l o y m e n t 3 

State 

Percentage 
i n c r e a s e , i n 

t a x a b l e , p a y 
r o l l s , A p r i l -
J u n e 1 9 4 3 1 

c o m p a r e d 
w i t h A p r i l -

J u n e 1 9 4 0 

1939 1 9 4 2 

P e r c e n t o f e m 
p l o y e d c o v e r e d 
w o r k e r s , S e p 
t e m b e r 1 9 4 3 , 

w h o c o u l d h a v e 
m a x i m u m 

d u r a t i o n o f 
b e n e f i t s u n d e r 

S t a t e l a w s 
f r o m f u n d s 

a v a i l a b l e o n 
D e c . 3 1 , 1 9 1 3 

E s t i m a t e d 
d e m o b i l i z a 
t i o n u n e m 

p l o y m e n t a s 
p e r c e n t o f 

S e p t e m b e r 
1 9 4 3 c o v e r e d 

e m p l o y m e n t 3 

A l a b a m a 157.5 5.2 6.0 46.0 32.7 
F l o r i d a 174.7 6.2 4.8 50.2 22.4 
I l l i n o i s 83.4 7.8 8.4 53.4 30.7 
I o w a 79.1 5.7 7.3 82.9 26.2 
M a r y l a n d 162.6 3.9 5.8 37.5 39.2 
M i n n e s o t a 81.3 5.1 5.4 53.5 21.0 
M i s s o u r i 90.7 7.7 83 67.0 29.0 
O h i o 124.8 7.1 7.6 66.0 36.7 
O k l a h o m a 103.3 6.9 6.7 54.9 32.3 
W i s c o n s i n 113.8 8.5 7.7 62.5 32.6 

1 R e p r e s e n t s w a g e s e a r n e d in c o v e r e d e m p l o y m e n t 
f o r a l l p a y p e r i o d s e n d e d w i t h i n t h e q u a r t e r ; d a t a f o r 
1943 e s t i m a t e s . 

2 W a g e s o v e r $ 3 , 0 0 0 e x c l u d e d . 

3 B a s e d o n e s t i m a t e s in Monthly I.abor Review, 
J u l y 1 9 4 3 , a d j u s t e d f o r c o v e r a g e u n d e r S t a t e u n 
e m p l o y m e n t c o m p e n s a t i o n l a w s . 



h a s been below the N a t i o n - w i d e a v e r 
age of 110.7 percent , whi le i n W i s c o n 
s i n the increase was s l ightly h igher . 

I n e a c h S t a t e except F l o r i d a , there 
is substant ia l correlat ion between the 
w a r t i m e increases i n covered p a y 
rolls a n d the unemployment t h a t m a y 
be expected as a result of post -war 
demobilization. T h e States w i t h the 
sharpest rises i n pay rol l are l ikely to 
face t h e heaviest relat ive p o s t - w a r 
demobilization loads. I n F l o r i d a a 
large p a r t of t h e p a y - r o l l increase 
took place i n construct ion industr ies , 
i n w h i c h contract ion i n employment 
h a s a lready begun. S u c h unemploy 
ment, therefore, is not considered as 
result ing f r o m post -war demobil iza
tion, nor should it prove costly to the 
unemployment compensation reserve 
fund, s ince workers la id off now c a n 
be quickly reemployed i n other i n 
dustries. Demobil ization unemploy
m e n t l ikely to resul t f rom contract ion 
of shipbui lding a n d m a n u f a c t u r e of 
lumber products wil l probably r e p r e 
sent a relatively l ight d r a i n on the 
F l o r i d a reserve fund. 

E s t i m a t e s of the i m p a c t of d e 
mobil ization, published by the B u r e a u 
of L a b o r Stat is t ics , 1 8 provide a rough 
basis, after ad justment for coverage 
of S t a t e unemployment compensation 
laws, for est imating the n u m b e r of 
unemployment compensation c l a i m 
ants t h a t m a y result from the t e m 
porary contract ion of work opportuni 
ties a n d the r e t u r n of ex - serv icemen 
to the labor m a r k e t during the r e c o n 
version period a t the end of the w a r . 

W h i l e these estimates do not show 
the total c l a i m load to be faced by the 
States , they do indicate the relative 
i m p a c t of demobilization on the State 
funds. A l though F l o r i d a h a d the 
greatest percentage increase in pay 
rolls among t h e ten States , i t wil l have 
next to the smallest relative d e 
mobil ization problem, according to the 
estimates. M a r y l a n d , however, w i t h 
t h e next greatest increase , m a y h a v e 
the greatest problem. I o w a a n d M i n 
nesota, w i t h comparat ively s m a l l i n 
creases i n pay rol l , w i l l probably h a v e 
comparat ively s m a l l demobilization 
problems. 

I n terms of the ratio of funds a v a i l 
able a t the e n d of the y e a r to t a x 
able pay rolls for the year , A l a b a m a , 

1 8 R e l a t i v e S e v e r i t y of P o s t - W a r D e 
m o b i l i z a t i o n by S t a t e s , " Monthly Labor 
Review, V o l . 57, No. 1 ( J u l y 1943) , pp . 1-4. 

T a b l e 3.—Selected data on experience rating in 10 States 1 

S t a t e 
Effective 

d a t e 

C o n t r i b u t i o n r a t e 
Percent 

o f r a t e d 
a c c o u n t s 

w i t h r e d u c e d 
r a t e s i n 1 9 4 3 

S t a t e 
Effective 

d a t e 
M i n i m u m M a x i m u m 

E s t i m a t e d a v e r a g e 

Percent 
o f r a t e d 

a c c o u n t s 
w i t h r e d u c e d 
r a t e s i n 1 9 4 3 

S t a t e 
Effective 

d a t e 
M i n i m u m M a x i m u m 

1 9 4 2 1 9 4 3 

Percent 
o f r a t e d 

a c c o u n t s 
w i t h r e d u c e d 
r a t e s i n 1 9 4 3 

A l a b a m a A p r . 1 9 4 1 0.5 2.7 1.6 1.2 95.2 
F l o r i d a J a n . 1 9 4 2 1.7 2.7 2.3 2.2 70.9 
I l l i n o i s J a n . 1 9 4 3 .5 3.6 1.3 80.2 

Iowa J a n . 1 9 4 2 .9 3.6 1.9 1.9 72.6 
M a r y l a n d J u l y 1 9 4 3 .9 2.7 2.1 84.5 
Minnesota J a n . 1 9 4 1 .5 2 3.25 2.0 1.7 77.3 
M i s s o u r i J a n . 1 9 4 2 0 3 4..1 4 1.5 4 1.6 81.6 
O h i o J a n . 1 9 4 2 .7 3.0 4 1.2 4 1.4 92.7 

Oklahoma J a n . 1 9 4 2 .5 5 2.7 1.7 1.5 80.1 
W i s c o n s i n J a n . 1 9 3 8 0 4.0 4 1.5 4 1.7 66.8 

1 E x c l u d e s t h e w a r - r i s k c o n t r i b u t i o n p r o v i s i o n s . 
2

 M a x i m u m r a t e a s s i g n e d f o r 1 9 4 3 i s 2 . 7 5 p e r c e n t . 
3 M a x i m u m r a t e a s s i g n e d f o r 1943 is 3.6 p e r c e n t . 
4 E x c l u d e s v o l u n t a r y c o n t r i b u t i o n s i n the 3 S t a t e s 

w h i c h m a k e p r o v i s i o n f o r t h e m . 
5 M a x i m u m r a t e i s 2 .7 p e r c e n t f o r 1 9 4 3 a n d 1944 a n d 

4 p e r c e n t t h e r e a f t e r . 

I l l inois , I o w a , M a r y l a n d , Minnesota , 
Missouri , a n d O h i o h a d a h i g h e r rat io 
of funds at the end of 1942 t h a n i n 
1939, despite the growth i n taxable 
pay rolls . O n the other h a n d , F l o r i d a , 
O k l a h o m a , a n d W i s c o n s i n h a d smal ler 
relative reserves i n 1942 t h a n i n 1939. 
I n five States , the ratio of reserves a t 
the end of 1942 to taxable pay rolls 
for 1942 was lower t h a n 6.8 percent , 
the average for the country as a 
whole. 

J u d g e d by other rough indicators , 
the f i n a n c i a l condition of the u n e m 
ployment compensation systems dif 
fered considerably i n these ten States . 
T h e proportion of employed covered 
workers , as of September 1943, who 
could receive benefits for the m a x i 
m u m d u r a t i o n provided under their 
respective State l a w s from funds 
avai lable o n December 31, 1943, 
ranged from 37.5 percent i n M a r y l a n d 
to 82.9 percent i n I o w a . A l l the States 
except A l a b a m a a n d M a r y l a n d h a d 
reserves at the end of 1943 sufficient 
to p a y benefits for the m a x i m u m 
durat ion to at least h a l f of a l l workers 
in covered employment i n those States 
as of September 1943. 

A comparison of funds avai lable for 
benefits at the end of 1943 w i t h the 
amounts needed to pay the m a x i m u m 
durat ion of benefits to the number of 
covered workers who might become 
unemployed as a result of the de 
mobilization revealed considerable 
diversity among the States . M a r y 
l a n d h a d j u s t enough funds in r e 
serve, whi le F l o r i d a , I o w a , Minnesota , 
a n d Missour i h a d m o r e t h a n two 
times the amount necessary. 

I n one respect, however, the f i n a n 
c i a l s t r u c t u r e of these States was 
s i m i l a r ; they a l l h a d e x p e r i e n c e - r a t 

ing provisions i n effect, except M a r y 
l a n d , where experience r a t i n g became 
effective i n J u l y 1943. However, the 
effective date of the exper ience -rat ing 
provisions, the measures of employer 
experience w i t h the r isk of unemploy 
ment w h i c h are used, the revenue lost 
as a result of experience rat ing , a n d 
the rate s tructure varied considerably. 
I n I l l inois a n d M a r y l a n d , 1943 was the 
first year i n w h i c h experience rat ing 
operated. I o w a , Missouri , Ohio , a n d 
W i s c o n s i n used the reserve ratio 1 9 to 
measure the employer's experience 
w i t h the r isk of unemployment ; F l o r 
ida , M a r y l a n d , a n d Minnesota , the 
benefit r a t i o ; 2 0 a n d A l a b a m a , I l l inois , 
a n d O k l a h o m a , benefit wages. 2 1 U n d e r 
their regular exper ience -rat ing for
mulas , Missouri a n d W i s c o n s i n p e r 
mitted employers to cease paying a n y 
contributions. A l a b a m a , F l o r i d a , 
M a r y l a n d , a n d O k l a h o m a provided 
for no rates above the n o r m a l 2.7-per
cent rate . I n al l but two States , the 
regular experience -rat ing provisions 
reduced the average rate to less t h a n 
2 percent in 1943. 

Concluding Observations 
A c t u a l analys is of either the i m 

pact of the w a r - r i s k contribution 

19A reserve rat io is t h e r a t i o between t h e 
excess of a l l c o n t r i b u t i o n s c r e d i t e d t o a n 
employer 's a c c o u n t over a l l benefits p a i d 
to h i s w o r k e r s debi ted to h i s a c c o u n t a n d 
the employer ' s a n n u a l p a y r o l l for a r e 
c e n t year or averaged over r e c e n t y e a r s . 

20A benefit ra t io is the r a t i o between 
benefits p a i d to w o r k e r s of a n e m p l o y e r 
in a g i v e n period of t i m e a n d t h e e m 
ployer 's p a y ro l l d u r i n g t h a t per iod . 

2 1 B e n e f i t wages a r e t h e p r o p o r t i o n w h i c h 
t h e t a x a b l e wages p a i d to w o r k e r s w h o b e 
come u n e m p l o y e d a n d receive benefits are 
of to ta l t a x a b l e wages p a i d b y t h a t e m 
ployer . 



p r o v i s i o n s o n e m p l o y e r s or t h e r e v 
e n u e w h i c h w i l l be o b t a i n e d t h r o u g h 
t h e o p e r a t i o n of t h e s e p r o v i s i o n s 
m u s t a w a i t t h e r e c e i p t of s t a t i s t i c s 
f r o m t h e S t a t e s o r t h e p r e p a r a t i o n of 
s p e c i a l s t u d i e s by t h e S t a t e s . D e s p i t e 
i t s l i m i t a t i o n s , h o w e v e r , t h i s a n a l y s i s 
of t h e l e g i s l a t i v e p r o v i s i o n s i n c o r 
p o r a t e d i n t h e u n e m p l o y m e n t c o m 
p e n s a t i o n l a w s of t h e t e n S t a t e s , 
t h r o w s s o m e l i g h t o n t h e i m p a c t of 
t h e s e n e w p r o v i s i o n s o n t h e f i n a n c i n g 
of u n e m p l o y m e n t c o m p e n s a t i o n . 

1. A l t h o u g h t h e i m p e t u s for w a r -
r i s k c o n t r i b u t i o n s m a y h a v e c o m e i n 
p a r t f r o m t h e t h e o r y t h a t m o s t e m 
p l o y e r s s u b j e c t to s u c h r a t e s w o u l d 
be w a r c o n t r a c t o r s w h o w o u l d be r e 
i m b u r s e d b y t h e F e d e r a l G o v e r n m e n t , 
t h e r a t e s a r e n o t a s s i g n e d to e m p l o y 
e r s i n w a r i n d u s t r i e s a l o n e , b u t to 
e m p l o y e r s i n a n y i n d u s t r y w i t h a 
spec i f ied p a y - r o l l e x p a n s i o n . W h i l e 
i t i s t r u e t h a t t h e w a r i n d u s t r i e s h a v e 
h a d t h e g r e a t e s t e x p a n s i o n s in p a y 
r o l l s d u r i n g t h i s p e r i o d , i t w i l l be i m 
p o r t a n t to k n o w t h e r e l a t i v e n u m b e r 
of f i r m s s u b j e c t to t h e s e p r o v i s i o n s 
w h i c h w e r e r e i m b u r s e d t h r o u g h t h e 
t e r m s of t h e i r w a r c o n t r a c t s , a n d t h e 
d i s t r i b u t i o n b y i n d u s t r y of t h e f i r m s 
s u b j e c t to w a r - r i s k c o n t r i b u t i o n s . 

2. I f t h e m a j o r p u r p o s e of t h e s e 
p r o v i s i o n s w a s to i n c r e a s e r e v e n u e to 
t h e f u n d f r o m w a r - e x p a n d e d p a y r o l l s 
b e c a u s e of t h e i n c r e a s e i n t h e i r p o 
t e n t i a l p o s t - w a r benef i t l i a b i l i t i e s , t h e 
W i s c o n s i n p r o v i s i o n s a r e f a r m o r e 
effective t h a n a n y of t h e o t h e r S t a t e 
p r o v i s i o n s . T h e p u r p o s e i s a c c o m 
p l i s h e d t h r o u g h l e v y i n g t h e t a x o n 
t h e entire p a y r o l l of e m p l o y e r s w i t h 
a n a n n u a l p a y r o l l of $30,000 o r m o r e 
w h o s h o w e d a n i n c r e a s e of a t l e a s t 
50 p e r c e n t over 1940; by s t e p p i n g u p 
t h e r e g u l a r r a t e s a s s i g n e d u n d e r e x 
p e r i e n c e r a t i n g , b a s e d o n t h e e m 
p l o y e r ' s r e s e r v e r a t i o a n d t h e i n c r e a s e 
i n h i s p a y r o l l ; b y t r e a t i n g n e w l y s u b 
j e c t e m p l o y e r s f o r r a t e p u r p o s e s a s i f 
t h e i r p a y r o l l s h a d e x p a n d e d 400 p e r 
c e n t or m o r e ; a n d b y l e v y i n g a s p e c i a l 
a d d i t i o n a l flat " p o s t - w a r r e s e r v e " 

c o n t r i b u t i o n of 0.5 p e r c e n t o n a l l 
s u b j e c t e m p l o y e r s . 

3. W h i l e n o d a t a a r e yet a v a i l a b l e 
to i n d i c a t e t h e a m o u n t of r e v e n u e t h a t 
w i l l be c o l l e c t e d t h r o u g h t h e o p e r a t i o n 
of t h e s e n e w p r o v i s i o n s , i t s e e m s c l e a r 
t h a t f o r t h e m o s t p a r t i t w i l l n o t offset 
t h e r e v e n u e l o s s d u e to t h e r e g u l a r 
o p e r a t i o n of e x p e r i e n c e r a t i n g . F o u r 
of t h e t e n S t a t e s w h i c h d i d n o t h a v e 
r a t e s a b o v e 2.7 p e r c e n t u n d e r t h e i r 
r e g u l a r e x p e r i e n c e - r a t i n g f o r m u l a s i n 
1943 h a v e n o r a t e s i n e x c e s s of t h e 
s t a n d a r d e v e n w i t h t h e w a r - r i s k p r o 
v i s i o n s ; o n l y t h r e e S t a t e s levy t h e i n 
c r e a s e d r a t e o n t h e e n t i r e p a y r o l l of 
e m p l o y e r s w i t h i n c r e a s e d p a y r o l l s . 

E v e n i n S t a t e s w h e r e t h e w a r - r i s k 
r a t e s c h e d u l e p r o v i d e s r a t e s above t h e 
s t a n d a r d , t h e loss i n r e v e n u e w i l l 
p r o b a b l y n o t be c o m p l e t e l y offset. F o r 
e x a m p l e , w h i l e p r e l i m i n a r y d a t a r e 
c e i v e d f r o m I o w a i n d i c a t e t h a t r e g u l a r 
e x p e r i e n c e - r a t i n g o p e r a t i o n s i n 1943 
w o u l d h a v e r e s u l t e d i n a r e d u c t i o n of 
a n e s t i m a t e d $3,913,000 i n r e v e n u e to 
t h e u n e m p l o y m e n t c o m p e n s a t i o n f u n d 
o v e r w h a t w o u l d h a v e b e e n c o l l e c t e d 
a t t h e s t a n d a r d r a t e , t h e w a r - r i s k p r o 
v i s i o n s r e s u l t e d i n i n c r e a s i n g r e v e n u e 
by o n l y $1,385,000. 

4. P r o v i s i o n f o r w a r - r i s k c o n t r i 
b u t i o n s h a s d i s t i n c t a d v a n t a g e s i n 
S t a t e s w h i c h v a r y e m p l o y e r r a t e s 
u n d e r a n e x p e r i e n c e - r a t i n g f o r m u l a 
w h i c h u s e s t h e r e s e r v e r a t i o a s a b a s i s 
f o r r a t i n g s u b j e c t e m p l o y e r s . I n t h e s e 
S t a t e s t h e h i g h e r w a r - r i s k c o n t r i b u 
t i o n s l e v i e d d u r i n g a p e r i o d of p a y 
r o l l e x p a n s i o n w i l l be p a i d a t a t i m e 
w h e n e m p l o y e r s a r e b e s t ab le to b e a r 
t h e i n c r e a s e d t a x . A t t h e s a m e t i m e , 
t h e c r e d i t i n g of a l l c o n t r i b u t i o n s to 
i n d i v i d u a l e m p l o y e r a c c o u n t s w i l l a f 
f e c t t h e f u t u r e p o t e n t i a l r a t e s t h a t 
w o u l d o t h e r w i s e h a v e to be a s s i g n e d 
t h e s e e m p l o y e r s i n a p e r i o d of r e c e s 
s i o n w h e n benef i ts a r e l a r g e r , p a y 
r o l l s a r e d e c r e a s i n g , a n d e m p l o y e r s 
a r e l e s s ab le to b e a r t h e b u r d e n of 
i n c r e a s e d t a x e s . 

5. I t w i l l be i m p o r t a n t to k n o w to 
w h a t e x t e n t r e v e n u e f r o m t h e w a r -
r i s k p r o v i s i o n s a c c r u e s f r o m e m p l o y 

e r s n e w l y s u b j e c t to t h e S t a t e l a w s 
w h o a r e e n g a g e d i n w a r p r o d u c t i o n 
a n d to w e i g h t h e p o l i c y c o n s i d e r a 
t i o n s i n h e r e n t i n a n y s p e c i a l t a x o n 
n e w b u s i n e s s e s . I n a l l b u t one of t h e 
s i x S t a t e s w h i c h l e v i e d t h e w a r - r i s k 
c o n t r i b u t i o n s o n n e w l y - s u b j e c t e m 
p l o y e r s , t h e i r t a x r a t e i s h i g h e r t h a n 
t h a t of o t h e r e m p l o y e r s w i t h s i m i l a r 
p a y - r o l l r e c o r d s i n t h e S t a t e . 

6. O n e of t h e dif f icult ies of b a s i n g 
t h e e m p l o y e r ' s r a t e s o n e x p e r i e n c e 
w i t h p a s t u n e m p l o y m e n t is t h a t w h e n 
u n e m p l o y m e n t is low, a s i t h a s b e e n 
d u r i n g t h e w a r , r a t e s f a l l d e s p i t e i n 
c r e a s e d p a y r o l l s w h i c h , i n r e s e r v e -
r a t i o S t a t e s , l o w e r t h e r a t i o of t h e 
b a l a n c e i n t h e a c c o u n t a n d a u t o 
m a t i c a l l y t e n d to i n c r e a s e t h e r a t e . 
T h u s , c o n t r i b u t i o n r a t e s w i l l f a l l a t 
j u s t t h e p e r i o d w h e n t h e p o t e n t i a l 
l i a b i l i t i e s of t h e S t a t e f u n d s a r e e x 
p a n d i n g a n d e m p l o y e r s a r e best ab le 
to b e a r t h e b u r d e n of h i g h t a x e s . 

T h e w a r - r i s k c o n t r i b u t i o n p r o v i 
s i o n s a t t e m p t to p r e v e n t c o n t r i b u t i o n 
r a t e s f r o m f a l l i n g a s r a p i d l y a s t h e y 
o t h e r w i s e w o u l d u n d e r e x i s t i n g e x 
p e r i e n c e - r a t i n g p r o v i s i o n s , by i n t r o 
d u c i n g a n o t h e r b a s i s o n w h i c h to v a r y 
r a t e s , i n a d d i t i o n to e x p e r i e n c e w i t h 
t h e r i s k of u n e m p l o y m e n t — e x p e r i 
e n c e w i t h i n c r e a s e i n e m p l o y m e n t . 
T h e r e f o r e , t h e a d o p t i o n of t h e s e t e m 
p o r a r y w a r - r i s k c o n t r i b u t i o n s r a i s e s 
i n t e r e s t i n g q u e s t i o n s o n t h e e x t e n t to 
w h i c h s i m i l a r p r o v i s i o n s m a y h a v e 
p e r m a n e n t v a l i d i t y for e x p e r i e n c e 
r a t i n g , a n d o n t h e poss ib le d e t e r r e n t 
effect of p l a c i n g a s p e c i a l t a x o n b u s i 
n e s s e x p a n s i o n . T h e r e s e e m s to be 
a n i m p l i c i t r e c o g n i t i o n of t h e f a c t 
t h a t t h e use of p a s t e x p e r i e n c e w i t h 
t h e r i s k of u n e m p l o y m e n t m a y n o t 
offer a p e r m a n e n t l y s o u n d b a s i s for a 
v a r i a b l e r a t e s t r u c t u r e i n u n e m p l o y 
m e n t c o m p e n s a t i o n . T o t h e e x t e n t 
t h a t t h i s m e a s u r e w i l l k e e p r a t e s u p 
i n p e r i o d s of p r o s p e r i t y a n d a l l o w 
r a t e s to f a l l i n p e r i o d s of b u s i n e s s d e 
p r e s s i o n , i t d e s e r v e s s e r i o u s s t u d y i n 
c o n n e c t i o n w i t h t h e f i n a n c i n g of u n 
e m p l o y m e n t c o m p e n s a t i o n . 


