
Experience Rating in Wisconsin, 1940* 
This article is the second of a scries of analyses of experience-rating data received during 

1940 from a number of State employment security agencies. An analysis of similar data for 
Nebraska appeared in the January Bulletin, and a summary of Indiana data will be carried in 
a subsequent issue. 

A T T H E BEGINNING O F 1940, the t h i r d year for 
which employers obtained modified contr ibut ion 
rates under the experience-rating provisions of 
the Wisconsin unemployment compensation act, 
approximately 4,900 or 60.5 percent of the 8,100 
experience-rating accounts eligible for rate m o d i 
fications obtained rates of less t h a n the standard 
2.7 percent, while 600 accounts, representing 7.5 
percent of the t o t a l , received rates higher than 2.7 
percent. The remaining t h i r d received the s tand
ard rate. There were 3,600 addit ional employers 
in Wisconsin who were not eligible for rate var ia 
tions, p r i m a r i l y because of the brief period dur ing 
which they had been subject to the law, and who 
therefore paid contr ibut ions dur ing 1940 at the 
2.7-percent rate . I t has been estimated t h a t the 
revenue obtained from the contr ibutions for 1940 
of the former group of 8,121 employers would be 
about 20 percent less than in 1939, or 40 percent 
less than the amount which would have been 
obtained under a un i f o rm 2.7-percent rate . 
Somewhat more than half of the aggregate 1940 
pay ro l l of these employers was subject to con
tributions a t the rate of 1 percent. I t has also 
been estimated t h a t the average contr ibut ion 
rate for 1940 of these 8,121 employers would be 
about 1.0 percent, 1 in contrast to the average rate 
of 2.0 percent in 1939, and t h a t the average con
tr ibut ion rate for a l l subject employers i n the 
State would be approximately 1.7 percent for 1940. 

I t may be noted, i n this connection, t h a t the 
balance in the State fund at the close of 1939 was 
in excess of $50 m i l l i o n . Collections and interest 
during 1939 exceeded $15 m i l l i o n , while benefit 
payments were s l ightly greater than $3.5 m i l l i o n . 

D a t a now available do not indicate conclusively 
that a direct relationship exists between size of 
pay ro l l and contr ibut ion rates, for, while a 
greater proport ion of the employers w i t h larger 
pay rolls obtained rate reductions than employers 

w i t h smaller annual pay rolls, the average annual 
pay ro l l of those accounts w i t h the lowest rates 
was lower t h a n the pay r o l l of accounts w i t h 
highest contr ibut ion rates. As pointed out below, 
the experience of large and small employers is 
comparable only for employers w i t h the same 
period of coverage under the law, for most small 
employers have had a shorter period of experience 
under i t t h a n is the case for larger employers. 
However, industries characterized by l i t t l e fluctua
t i on i n levels of product ion and operations—such 
as banks, ut i l i t i es , and trade groups—contain the 
largest proport ion of employers obtaining rate 
reductions. I n industries most subject to seasonal 
influences, such as construction, a large propor
t i on of employers were assigned rates i n excess of 
2.7 percent. These data, however, do no t indicate 
the extent to which reduced rates under the 
experience-rating provisions reflect employer 
efforts to stabilize employment. I t should be 
noted, i n this connection, t h a t the amount of 
benefits charged to employers' accounts not only 
reflects the r isk of unemployment to which em
ployers i n given industries were exposed b u t , i n 
addit ion , the benefit structure of the unemploy
ment compensation law. 

A b o u t 11 percent of the 8,121 accounts, repre
senting about 8 percent of the t o ta l pay ro l l of 
these accounts, were exempt f rom contributions 
for 1940, and an addit ional 49 percent were con
t r i b u t i n g at the 1-percent rate. I n contrast, 7.5 
percent of these 8,121 accounts, comprising 8.5 
percent of the to ta l pay r o l l , were contr ibut ing 
at higher than the standard rate (table 1). B o t h 
the accounts w i t h 1-percent rates and those w i t h 
increased rates had higher average annual pay rolls 
t h a n accounts contr ibut ing at the standard rate, 
p r i m a r i l y because the standard rate applies to 
more than a thousand small employers whose 
recent coverage has no t given them as much t ime 
as larger employers have had to b u i l d up the re 
quired reserves. The highest average pay r o l l 
applies to the accounts paying the 3.7-percent 

* Prepared i n the Research and Statistics D i v i s i o n , Bureau of E m p l o y m e n t 
Security. 

1 Estimates based on the assumption t h a t 1940 pay rolls of these 8,121 
employers would be identical w i t h those for 1939. 



contr ibut i on rate, and the lowest to accounts for 
which no 1940 contributions were payab le 

Benefit payments dur ing 1939 amounted to 
about $29 for each $100 of contributions for t h a t 
year ; benefits equaled 60 cents for each $100 of 
pay r o l l , whi le contributions for the year were $2 
for each $100 of pay r o l l . D u r i n g 1938, when the 
average contr ibut ion rate was 2.7 percent, benefit 
payments equaled $58 for each $100 of c o n t r i b u 
tions. 

Year 
Average 

c o n t r i b u 
t i o n rate 
(percent) 

Percentage change in 
average contr ibut i on 
rate f r om— 

Year 
Average 

c o n t r i b u 
t i o n rate 
(percent) Preceding 

year 2.7 average 

1938 2.7 
1939 2.0 -26 -26 
1940 1 1.0 1 - 2 0 1 -41 

1 Est imated . 

Table 1 .—Dis t r ibu t i on of Wisconsin experience-rating accounts, their 1939 pay roll, and estimated contributions, 
by 1940 contribution rate 1 

[Amounts in thousands] 

C o n t r i b u t i o n rate (percent) 
Accounts 1939 pay ro l l Est imated contributions 

at — 
C o n t r i b u t i o n rate (percent) 

N u m b e r Percent A m o u n t Percent Average 1940 rates 2.7 rate 

T o t a l 8,121 100.0 $591,987 100.0 $73 $9,503 $15,984 

0 903 11.1 49,415 8.3 55 1,334 
1.0 4,009 49.4I 324,349 54.8 81 3,213 8,758 
2.7 2,603 32.0 167,846 28.4 64 4,532 4,532 
3.2 381 4.7 27,335 4.6 72 875 738 
3.7 225 2.8 23,012 3.9 102 853 622 

1 D a t a relate to employer accounts eligible for rate variations for 1940. As of 
M a r . 31, 1940, approximately 3,600 employers, in addi t ion to 2,603 shown 

above, were paying contr ibut i on rates at the standard rate of 2.7; these em
ployers w i l l not be eligible for rate variations u n t i l 1941, 1942, or 1943. 

How 1940 Contribution Rates Were Determined 

For each firm, a rat io known as a "reserve per
centage" was computed as follows: the net reserve 
( i . e., the excess of cumulative contributions over 
cumulat ive benefits charged) i n the ind iv idua l 
employer account at the end of December 3 1 , 1939, 
was div ided by the 1939 pay r o l l , or the average 
of the 1938 and 1939 pay rolls, or three-fourths of 
the 1938 pay r o l l , 2 whichever was largest. 

T o qual i fy for a rate reduction, an account had 
to meet two conditions. I f the employer's net 
reserve was at least 5 times the largest amount of 
benefits charged i n either 1937, 1938, or 1939, and 
i f , i n addi t ion , the reserve was at least 7.5 percent 

of the employer's annual (or average annual) pay 
r o l l , he became eligible for a rate reduction. Un
less both conditions were ful f i l led, no reduction 
was allowed. I f the reserve percentage was 7.5 
percent or more, but less than 10 percent, the 
contr ibut ion rate was 1 percent; i f 10 percent or 
more, no contr ibut ion was required. 

I f the reserve percentage was less than 4.0, an 
increased rate was assigned. I f the reserve percentage was 2.5 or more, b u t less than 4 percent, 
the rate assigned was 3.2 percent; i f i t was los9 
than 2.5 the rate was 3.7 percent. 3 However, if 
the 1939 contr ibut ion rate of an account w i t h a 
reserve rat io of less t h a n 2.5 percent had been 2.7 
percent or less, no higher rate than 3.2 percent 
could be imposed for 1940. Employers with 
reserve percentages between 4.0 and 7.5 percent 
obtained the standard rate of 2.7 percent. 

One reason w h y a high proport ion of Wisconsin 
employers had attained the reserve ratios requisite 
for rate reductions is t h a t many of these employers 
contr ibuted at the 2.0-percent rate from July 1, 
1934, to December 3 1 , 1937, and at the 2.7-percent 
rate thereafter. I n most other States employers' 
contr ibut ion rates were 0.9 percent i n 1936 and 
1.8 percent i n 1937. Provided that no benefits had 
been charged to his account, a Wisconsin employer 
w i t h a un i form pay ro l l f rom J u l y 1934 would have 
had a reserve ratio of 12.4 percent at the close of 
1939, while in most other States such a reserve 
rat io would have been 8.1 percent. 

Under the terms of the Wisconsin law, benefits 
paid to an unemployed worker are charged to the 
reserve account of the employer for whom he had 
worked immediately prior to the current spoil of 

2 Under the terms of the s ta tutory provis ion, in computing the average 
1938-39 pay ro l l , an amount equal to one-half the employer's larger pay ro l l 
for either year inc luded in such average is used as the pay ro l l for any year 
for w h i c h his actual pay r o l l was less t h a n such amount . 

3 D u r i n g 1941 or thereafter, the 4-percent rate w i l l he applied to employers 
w i t h overdrawn accounts, except t h a t no employer's c ontr ibut i on rate can 
be increased above 2.7 percent by more than 0.5 percent per year. 



unemployment. I f the worker remains unem
ployed after the to ta l amount of benefits charge
able to t h a t employer's account has been drawn, 
benefits are then chargeable to the reserve accounts 
of preceding employers. Should such an em
ployer's reserve account be exhausted, benefits 
which the worker is s t i l l eligible to receive, on the 
basis of his post employment record, are charged 
to the so-called balancing (or pooled) account. 
This account is credited w i t h interest earnings on 
money i n the unemployment t r u s t fund , interest 
on delinquent contributions, and, under certain 
conditions, balances remaining in the reserve 
accounts of employers no longer subject to the 
act; certain other revenues are also credited. 

Analysis by Size of Firm and Length of Period 
Covered 

There is a tendency for the proport ion of ac
counts w i t h reduced rates to increase as employ
ers' pay rolls increase. As may be observed i n 
table 2, from 51 to 60 percent of the groups of 
employers whoso annual pay rolls were below 
$20,000 obtained such reductions, as compared 
with 63 to 71 percent of the employers w i t h pay 
rolls of $20,000 or more. The proport ion of em
ployers w i t h contr ibut ion rates of 2.7 percent is 
lower for employers w i t h higher annual pay rolls 
than for employers w i t h lower pay rolls. H o w 
ever, these data do not indicate a direct relation 
between size of pay rol l and increased rates of 
contribution, since, as a result, of the gradual exten
sion of coverage to smaller employers, a relat ively 
large proport ion of employers in the smaller pay
roll groups obtained the 2.7-percent rate. 

Of the 8,121 accounts eligible for rate modifica
t ion for 1940, only 3,837 had been l iable for 
benefit charges since J u l y 1936, when benefit 
payments were in i t ia ted . As m a y be noted i n 
table 3, 526 addit ional employers became liable 
for benefit charges i n January 1937, 2,575 i n 
January 1938, and 1,183 i n January 1939. Those 
differences i n dates are a t t r ibutab le to changes i n 
coverage, for the statute has successively extended 
coverage to employers w i t h smaller numbers of 
workers. These provisions affected employers 
who were eligible for rate var iat ion 4 a t the end of 
1939 as follows: 

N u m b e r of workers and year of em
p loyment 

Date liable for 
contr ibut ions 

Da te liable for 
benefits 

10 or more- du r ing 1933 J u l y 1934 Ju ly 1936 
10 or more during 1934 January 1935 January 1937 
8 or more during 1936 January 1936 January 1938 
8 or more d u r i n g 1937 January 1937 January 1939 

4 Employers of 7 or more have been declared liable for benefits in January 
1940 and those of 6 or more in January 1941, b u t none of these were eligible for 
rate variat ion dur ing 1940. 

Table 2.—Percentage distribution of Wisconsin experience-rating accounts, by 1940 contribution rate, for average 
annual pay-roll groups 

Average annual pay ro l l 1 N u m b e r of 
accounts 

Percentage d i s t r ibut i on by contr ibut ion rate 

Average annual pay ro l l 1 N u m b e r of 
accounts 

T o t a l 2.7 Less 
than 2.7 

M o r e 
than 2.7 

Reduced or increased rate Average annual pay ro l l 1 N u m b e r of 
accounts 

T o t a l 2.7 Less 
than 2.7 

M o r e 
than 2.7 

0 1.0 3.2 3.7 

Tota l 8,121 100.0 32.0 60.5 7.5 11.1 49.4 4.7 2.8 

Classified 8,119 100.0 32.0 60.5 7.5 11.1 49.4 4.7 2.8 
Under $5,000 739 100.0 36.8 51.4 11.8 22.6 28.8 7.3 4.5 
6,000-9,999 1,393 100.0 37.0 55.1 7.9 10.7 44.4 5.7 2.2 
10,000-19,999 2,130 100.0 34.7 60.2 5.1 11.2 49.1 3.4 1.7 
20,000-29,999 1.058 100.0 29.6 64.5 5.9 10.8 53.7 3.4 2.5 
30,000-39,999 686 100.0 29.6 63.7 6.7 10.9 52.8 3.5 3.2 

40,000-49,999 390 100.0 25.1 66.4 8.5 8.7 57.7 5.7 2.8 
50,000-99,999 834 100.0 26.6 64.2 9.2 7.1 57.1 5.1 4.1 
100,000-999,999 793 100.0 27.0 63.2 9.8 7.3 55.9 6.0 3.8 
1,000,000 and over 96 100.0 25.0 70.8 4.2 9.4 61.4 2.1 2.1 

Not classified 2 100.0 100.0 0 0 0 0 0 0 

1 T h e "average annual pay r o l l " represents 1939 pay r o l l , average of 1938 and 1939 pay rolls, or three-fourths of 1938 pay r o l l , whichever was the largest. 

As a result of the gradual extension of coverage 
under the Wisconsin law, a large proport ion of 
the smaller employers (those w i t h 8 or 9 workers) 
had no t been subject to the statute long enough 
to have accumulated, by the close of 1939, a 
sufficient surplus of contributions over benefits to 
qual i fy for rate reductions. For the same 
reason, benefits had no t been chargeable to their 
accounts for a period long enough to cause benefits 
to exceed contributions and thus lead to the 
assignment of an increased rate. This factor 
may help to explain w h y a relat ively h igh pro 
port ion of the accounts w i t h the briefest period 



of coverage retained the 2.7-percent rate in 1940, 
and w h y accounts i n the 2.7-percent rate bracket 
also had a lower average annual pay r o l l . 

There are significant differences in the pro 
port ion of accounts obtaining modified rates i n 
each of these groups. Thus , while 71 percent of 
the group w i t h the longest period of coverage 
obtained rate reductions, such reductions were 
granted to only 62 percent of the next group, and 
59 percent and 29 percent of the two fol lowing 
groups, respectively. S imi lar ly , the proport ion 
of accounts paying contributions at 2.7 percent 
declined as the period of benefit l i a b i l i t y increased; 
the trend is not as clearly evident, however, w i t h 
respect to the assignment of increased contr ibu 
t i on rates. 

A n employer w i t h a relatively low rat io of cur
rent benefits to contr ibutions tends to accumulate 
an increasing " s u r p l u s " of contr ibut ions over 
benefits f rom year to year, which results i n i n 
creasing the employer's reserve rat io and thus re
ducing his contr ibut ion rate. I n contrast, an 
employer w i t h a re lat ively high rat io of current 
benefits to contributions tends to experience a 
reduction f rom year to year i n his reserve balance, 
which i n t u r n reduces his reserve rat io . W h e n a 
reserve rat io falls below 4 percent, an increased 
contr ibut ion rate 5 is assigned. 

Table 3 . — D i s t r i b u t i o n of Wisconsin experience-rating accounts by benefit-liability date 1 and 1940 contribution rate 

Benefit liability date 1 

Accounts Reduced rate Standard rate Increased rate 
Benefit liability date 1 

N u m b e r Percent N u m b e r Percent N u m b e r Percent N u m b e r Percent 

T o t a l 8,121 100.0 4,912 60.5 2,603 32.0 606 7.5 
J u l y 1936 3,837 100.0 2,714 70.7 854 22.3 269 7.0 
January 1937 526 100.0 325 61.8 149 28.3 52 9.9 
January 1938 2,575 100.0 1,528 59.3 812 31.5 235 9.2 
January 1939 1,183 100.0 345 29.1 788 66.7 50 4,2 

1 Relates to s tatutory changes in size-of-firm coverage (see t ex t ) . 

The Effects of Voluntary Contributions 

Approx imate ly 1,000 Wisconsin employers made 
v o l u n t a r y contributions to ta l ing $355,480 for the 
year 1939 i n order to improve their experience-
r a t i n g records. These contributions represented 3 
percent of the $11,841,000 6 contr ibuted by the 
8,121 employers eligible for modified rates for 
1940, under the requirements of the statute . 

A large number of accounts had reserve ratios 

barely above the level necessary to qual i fy for the 
1-percent and zero rates, while a smaller number 
had ratios s l ight ly below the level necessary to 
qual i fy for such rates. 

Of the 940 accounts w i t h ratios of 7.5 to 7.7 
percent and 10.0 to 10.2 percent, approximately 
60 percent had made vo luntary contributions 
dur ing 1939. Undoubtedly these accounts would 
have obtained higher rates upon the basis of their 
past contr ibut ion and benefit experience, had no 
vo luntary contributions been made. I t is also 
evident that accounts w i t h reserve ratios barely 
above the level necessary for rate reductions had 
much higher pay rolls than accounts whose reserve 
ratios were just below the necessary level (table 4). 
Employers w i t h o u t funds available for voluntary 
contr ibutions or w i t h o u t awareness of the statu
tory provisions are placed at a relative disadvan
tage at times when a vo luntary contr ibut ion might 
enable them to obtain a reduced contr ibut ion rate. 
I t would seem that smaller employers have been 
unable to take advantage of this provision to as 
great an extent as larger employers. 

The proport ion of vo luntary contr ibutions made 
by employers in given industries varied considera
bly (table 5). Thus while the vo luntary contr ibu
tions made by employers in the construction i n 
dustry were 1.2 percent of their other contr ibu
tions, in comparison w i t h 3 percent for all em
ployers in the State, vo luntary contributions of 
employers in transportat ion, communication, and 
ut i l i t ies were nearly 12 percent of their other con
tr ibut ions . For the other industries, w i t h the 
exception of the service group, the proport ion of 
all contributions was roughly similar to the propor
t ion of vo luntary contributions. 

There is no indicat ion t h a t the rat io of vo luntary 
contr ibut ions to a l l other contr ibut ions is directly 
related to the percentage of accounts obtaining 
rate reductions (table 6). The construction indus
t r y had bo th the lowest rat io and the smallest 

5 See above, p . 18. 
6 T o t a l 1939 contr ibut ions i n c l u d i n g v o l u n t a r y contr ibut ions for a l l em

ployers in the State amounted to $13,471,000. 



percentage of employers obtaining rate reduc
tions of a l l groups i n the State. On the other 
hand, employers i n transportat ion and ut i l i t ies 
had a relat ively h igh rat io of vo luntary c o n t r i 
butions to a l l contr ibutions and a higher than 
average percentage of accounts w i t h rate reduc
tions. The h igh proport ion of reduced rates i n 
the case of trade and finance is not accompanied 
by a s imilarly h igh rat io of vo luntary contr ibutions 
to all contributions, probably because relat ively 
fewer employers in these groups needed to make 
voluntary contributions in order to qual i fy for 
rate reductions. A conclusive explanation of this 
relationship would necessarily rest upon in forma
tion regarding the contr ibut ion rates which em
ployers would have been assigned had no vo luntary 
contributions been paid, but such in format ion is 
not now available. 

Table 4.—Distribution of Wisconsin experience-rating 
accounts and their 1939 pay roll, by selected em
ployers' reserve ratio 1 

(Amounts in thousands] 

Reserve ratio (percent) 1 

1940 
contr i 
but ion 

rate 

Accounts 1939 pay rol l 

Reserve ratio (percent) 1 

1940 
contr i 
but ion 

rate N u m 
ber 

Per
cent A m o u n t Per

cent 
Aver

age 

Tota l 8,121 100.0 $591,987 100.0 $73 
7.3 but less than 7.5 2.7 205 2.5 8,202 1.4 40 
7.5 but less than 7.7 1.0 563 6.9 39,519 6.7 70 
9.8 but less than 10.0 1.6 71 .8 1,971 .3 28 
10.0 but less than 10.2 0 377 4.6 27,331 4.6 72 
Al l others 6,905 85.2 514,964 87.0 75 

1 Represents net reserve i n account on Dec. 31, 1939, d iv ided by average 
annual pay r o l l . 

Table 5 . — D i s t r i b u t i o n of 1939 voluntary and all other 
contributions of Wisconsin experience-rating ac
counts, and ratio of voluntary to all other contribu
tions, by industry 

[Amounts in thousands] 

I n d u s t r y 

Contr ibut ions Ratio 
(per
cent) 

of vo l 
u n t a r y 
to a l l 
other 
con

t r i b u 
tions 

I n d u s t r y 
Vo luntary A l l other 1 

Ratio 
(per
cent) 

of vo l 
u n t a r y 
to a l l 
other 
con

t r i b u 
tions 

I n d u s t r y 

A m o u n t Per
cent A m o u n t Per

cent 

Ratio 
(per
cent) 

of vo l 
u n t a r y 
to a l l 
other 
con

t r i b u 
tions 

T o t a l $355 100.0 $11,841 100.0 3.0 

Construction 6 1.7 507 4.3 1.2 
M a n u f a c t u r i n g 215 60.6 7.921 66.9 2.7 
Transportat ion , communicat ion , 

and other publ ic ut i l i t ies 62 17.5 538 4.5 11.5 
Wholesale and retai l trade 52 14.6 1,838 15.5 2.8 
Finance, insurance, and real es

tate 11 3.1 418 3.5 2.6 
Service industries 9 2.5 536 4.5 1.7 
N o t elsewhere classified 2 0 0 83 .8 0 

1 T o t a l contr ibutions of al l employers for 1939, inc lud ing those not eligible 
for rate var iat ion , were $13,471,000, inc luding vo luntary contributions. 

2 Includes agriculture, forestry, fishery, and m i n i n g . Industry Analysis 

I t is apparent f rom table 6 t h a t there were 
significant differences in the average experience 
of the employers in different industry divisions, 
though even greater differences exist i n the experi
ence of ind iv idua l employers w i t h i n the same 
industry groups. Industries which are direct ly 
influenced by seasonal f luctuations have the lowest 
proportion of reduced contr ibut ion rates and the 
highest proport ion of rate increases, while indus
tries characterized by l i t t l e f luctuat ion i n levels 
of production and operations—such as ut i l i t ies , 
banks, and p r i n t i n g and publ ishing—contain the 
largest proport ion of employers obta in ing rate 
reductions. 

Manufac tur ing industries, w i t h one-fourth of 
all employers and three-fifths of a l l pay rolls in 
the State, had been charged w i t h $31 of benefits 

for each $100 of contr ibut ions credited as of the 
close of 1939 (table 6). Employers i n the trade 
groups, representing nearly two- f i f ths of a l l employers b u t less t h a n one-fifth of a l l pay rolls i n 
the State, had been charged w i t h less t h a n $12 
i n benefits for each $100 i n contr ibutions. O n the 
other hand , employers i n the construction indus
t r y , who represented one-tenth of a l l employers 
in the State, were charged w i t h over $43 i n bone
fits for each $100 i n contributions. D a t a cover
ing the year 1939 indicate t h a t the rat io of benefits 
to contr ibut ions for employers i n this group was 
over 72 percent, and benefit payments constituted 
1.8 percent of 1939 pay rolls (table 7) . Industries 
characterized by low ratios of benefits to c o n t r i b u 
tions had a h igh proport ion of accounts w i t h no 
benefits charged and a relat ively low number of 
overdrawn accounts. 

A comparison of the data on 1940 rate var ia 
tions w i t h s imilar data for 1939 indicates t h a t a 
much higher proport ion of a l l employers i n m a n u 
factur ing , transportat ion and communicat ion, 
re ta i l and wholesale trade, and finance and real 
estate obtained rate reductions in 1940 t h a n i n 
1939. I n contrast to these industries, the pro 
port ion of the employers i n construction and i n 
m i n i n g who obtained rate reductions i n 1940 was 
approximately the same as i n 1939. I n bo th 
years, increased contr ibut i on rates were assigned 
to a far higher proport ion of the employers i n 



construct ion and m i n i n g than i n trade, transpor
t a t i o n and communicat ion, and finance. 

The proport ion of accounts w i t h reduced rates 
i n industries such as trade and finance, which are 
characterized b y low average rat ios of benefits 
to contr ibut ions , tended to increase i n 1940 as 
compared w i t h 1939. On the other hand, the 
propor t i on of accounts w i t h increased c o n t r i b u 
t i o n rates has tended to rise i n the construction 
indus t ry , which is characterized by a h igh rat io 
of current benefits to contr ibut ions . Experience 
is s t i l l too brief t o determine whether or no t this 
tendency w i l l persist i n the future . I t is possible 
t h a t the smaller amounts of contr ibutions cred
i ted current ly to the accounts of employers now 
enjoying rate reductions may , i n some cases, 

lower their reserve percentages to a level which 
w i l l cause the assignment of higher rates of con
t r ibut ions i n a subsequent year. 

Trade.—Nearly 70 percent of the 2,000 em
ployers i n the trade groups obtained rate reduc
tions i n 1940, as compared w i t h 60 percent of all 
employers i n the State, and only 2 percent of the 
employers i n this group received contr ibut ion rates 
i n excess of 2.7 percent, i n contrast to the 7 percent shown for a l l employers i n the State. In 
general, a l though about $25 i n benefits was 
charged for each $100 in contr ibut ions credited in 
the State, firms i n the trade groups were charged 
w i t h less than $12 per $100 of contributions. 
Fur thermore , about 31 percent of a l l employers 
i n this group had no benefits charged to their 
accounts, as compared w i t h s l ight ly less than 26 
percent for a l l employers i n the State (table 8), 
and the number of these employers w i t h over
drawn accounts was about 9 percent of al l employers w i t h overdrawn accounts. 

A l t h o u g h , in a few respects, the record of whole
sale d istr ibutors was less favorable than that of 
certain re ta i l groups—such as retai l food, auto
mobile, and general merchandise—the record of 
al l wholesalers in Wisconsin was somewhat more 
favorable than was t h a t of al l retailers. The 
more favorable record of wholesalers may be ex
plained in p a r t by the fact t h a t local fluctuations 
i n business conditions, which affect retailors directly, 
do not have as marked an influence on wholesalers, 
who operate in a wider market . Retailers are also 
more d irect ly influenced by seasonal fluctuations 
than are wholesalers. 

I n the reta i l groups which had between 300 

Table 6 . — D i s t r i b u t i o n of Wisconsin experience-rating 
accounts, percent w i t h reduced rates, with no benefits 
charged, and with accounts overdrawn, and ratio of 
benefits to contributions, by industry, as of Dec. 31, 
1939 

I n d u s t r y 

Accounts Percent of accounts— Rat io 
(per 

cent) 
of bene

fits to 
contr i 

b u t i o n s 
(cumu
lative) 

I n d u s t r y 
N u m 

ber 
Per
cent 

W i t h 
reduced 

rates 

W i t h 
no ben

efits 
charged 

Over
d r a w n 

Rat io 
(per 

cent) 
of bene

fits to 
contr i 

b u t i o n s 
(cumu
lative) 

T o t a l 8,121 100.0 60.5 25.8 2.0 24.8 
Construct ion 746 9.2 23.9 11.1 5.4 43.2 
M a n u f a c t u r i n g 2,183 26.9 55.5 13.9 2.5 31.0 
Transportat ion , c ommu

nication, and other p u b 
lic ut i l i t ies 327 4.0 63.3 26.6 2.4 8.5 

Wholesale and reta i l trade 3,237 39.9 69.9 30.9 .4 11.9 
Finance, insurance, and 

real estate 499 6.1 79.0 54.5 .6 3.7 
Service industries 1,024 12.6 60.0 31.7 3.5 20.8 
N o t elsewhere classified 1 105 1.3 41.0 22.9 7.6 31.8 

1 Includes agriculture, forestry, fishery, and m i n i n g . 

Table 7 . — D i s t r i b u t i o n of 1939 benefits, contributions, and pay roll of Wisconsin experience-rating accounts, and 
ratios of benefits to contributions, and of benefits to pay roll, by industry, as of Dec. 31, 1939 

[Amounts in thousands] 

I n d u s t r y 

1939 pay ro l l 

A m o u n t of 
1939 contr i 

butions 1 

A m o u n t of 
1939 benefits 

Ratios (percent) 

I n d u s t r y 
A m o u n t Percent 

A m o u n t of 
1939 contr i 

butions 1 

A m o u n t of 
1939 benefits 1939 contr i 

butions to 
1930 pay 

rol l 

1039 benefits 
to 1939 
pay ro l l 

1939 benefits 
to 1939 

contributions 

T o t a l $591,987 100.0 $11,841 $3.432 2.0 0.6 29.0 
Construct ion 20,158 3.4 507 367 2.5 1.8 72.3 
M a n u f a c t u r i n g 358,867 60.6 7,921 2,167 2,2 .6 27.4 
Transportat ion , communicat ion , and other publ ic utilities 

43,490 7.3 538 130 1.2 .3 24.1 
Wholesale and retai l trade 112,446 19.0 1,838 457 1.6 .4 24.9 
Finance, insurance, and real estate 25,901 4.4 418 37 1.6 .1 8.8 
Service industries 27,373 4.6 536 245 2.0 .9 45.6 
N o t elsewhere classified 2 3,933 .7 83 29 2.0 .7 36.2 

1 T o t a l contr ibut ions of al l employers for 1939, inc lud ing those not eligible for rate var iat ion , were $13,471,000, inc luding vo luntary contr ibut ions . 
2 Includes agriculture , forestry, fishery, and m i n i n g . 



and 400 ind iv idua l reserve accounts, there were 
no accounts i n which benefits charged exceeded 
credited contributions, while 0.1 percent of a l l 
retail accounts were overdrawn. Over a longer 
period of t ime, however, some of the reta i l groups 
which now contain no overdrawn accounts may 
be found to include accounts for which benefits 
charged exceed the amount of contributions 
credited. S imi lar ly , only i n reta i l apparel does 
the proportion of accounts w i t h no benefits 
charged fa l l markedly below 30 percent; the 
percentage for all accounts i n the State was 26. 

Although, as mentioned above, differences i n 
periods of coverage make the interpretat ion of 
variations in the experience of accounts w i t h i n 
industry groups rather di f f icult when they are 
classified by size of annual pay ro l l , the experience 
of accounts w i t h pay rolls i n excess of $20,000 can 
be regarded as fa i r ly comparable, since most of 
these accounts have been subject to the law for 
an equal period. Examinat ion of the experience 
of this group of employers w i t h modified rates 
indicates t h a t the proport ion obtaining rate 
reductions tended to increase w i t h increases i n the 
size of their annual pay ro l l . Less than 70 percent 
of the accounts in wholesale trade w i t h pay rolls 
from $20,000 to $30,000 obtained rate reductions, 
while reduced rates were obtained by about 80 
percent of those w i t h pay rolls in excess of $40,000, 
and more than 90 percent of those w i t h pay rolls 
of $50,000 or over. I n retai l trade, the contrast 
is not quite as clear, but the data indicate t h a t 
fewer than 77 percent of al l accounts w i t h pay 
rolls under $40,000 received rate reductions, as 
compared w i t h 86 percent of those w i t h pay rolls 
of $40,000 to $49,999, 80 percent w i t h pay rolls of 
$50,000 to $99,999, and 87 percent of those w i t h 
pay rolls of $100,000 or over. 

While contr ibut ion rates in excess of 2.7 percent 
were assigned to 2.2 percent of a l l accounts in the 
trade groups, only among wholesale d istr ibutors 
and the " a l l o ther " classification d id the number 
of accounts w i t h increased rates exceed 4 percent 
of all accounts in such groups. 

As has been mentioned, the rat io of vo luntary 
contributions made by employers in the trade 
groups to all other contributions was not quite 
as high as was the case of a l l employers i n the State. 
The high rat io for reta i l general merchandisers is 
probably a t t r ibutab le to the vo luntary c o n t r i b u 
tions of large amounts made by a number of 

department stores interested i n obtaining more 
substantial rate reductions. 

Manufacturing .—The proport ion of manufac
t u r i n g employers obta in ing reductions and i n 
creases i n their contr ibut ion rates bears some 
resemblance to the d i s t r ibut ion of a l l employers i n 
the State. Whi le the percentages of a l l employers 
i n the State obtaining reduced, standard, and 
increased rates were 60.5, 32.0, and 7.5 percent, 
respectively, the corresponding figures for m a n u 
factur ing were 55.5, 36.7, and 7.8 percent. H o w 
ever, manufactur ing employers d i d experience a 
less favorable record w i t h respect to benefits 
charged as compared w i t h a l l employers i n the 
State, for $31 i n benefits was charged to their 
accounts for each $100 of contributions, i n con
trast to less t h a n $25 for a l l employers i n the State 
(table 8) . O n the other hand, nearly 26 percent 
of al l employers i n the State had no benefits 
charged to their accounts, i n contrast to 14 percent 
for manufactur ing employers. 

A l though i t has been found t h a t no direct rela
tionship exists between an employer's rat io of 
benefits to contributions and his contr ibut ion rate, 
there appears to be a fa i r ly close correspondence 
between relat ively high ratios of benefits to con
tr ibut ions and increased contr ibut ion rates for cer
ta in industry groups. Thus , while 7.8 percent of 
oi l manufactur ing employers had increased con
t r i b u t i o n rates for 1940, 8.6 percent of these em
ployers had been charged w i t h a t least $60 i n 
benefits for each $100 of contributions b y the close 
of 1939. The same relationship appears to exist 
i n the case of employers i n the food, text i le , paper, 
and publishing groups. I t is significant to note 
t h a t i n industries such as food, paper manufac
t u r i n g , and p r i n t i n g and publishing, where regu
l a r i t y of employment is a characteristic pat tern , 
the percentage of firms w i t h increased rates of 
contr ibutions does not rise above 6 percent, and, 
s imi lar ly , less than 7 percent of the firms have 
ratios of benefits to contributions i n excess of 60 
percent. I n contrast to these, more than 22 per
cent of the textile and automobile manufactur ing 
employers obtained increased contr ibut ion rates, 
while more than 24 percent had ratios of benefits 
to contributions i n excess of 60 percent. 

Whi le a l l manufactur ing employers' c on t r ibu 
tions were $2.20 per $100 of pay r o l l , the benefits 
charged to their accounts d u r i n g 1939 amounted 
to 60 cents per $100 of pay ro l l , or less t h a n 



one-third of t h a t figure (table 7) . A l t h o u g h 
contributions a t the figure cited represented an 
average reduction of more t h a n 18 percent f rom a 
un i f o rm 2.7-percent rate, the amount of benefits 
charged dur ing 1939 was so low, re lat ively speak
ing , as to indicate t h a t contr ibut i on rates w i l l 
probably decline further i n 1941 i f the rat io of 
benefits to contributions remains unchanged dur ing 
1940. 

I n ind iv idua l industry groups such as paper 
manufactur ing , i n which the average contr ibut i on 
rate was only 1.3 percent, benefit payments dur ing 
t h a t year amounted to only 0.5 percent of pay 
r o l l . O n the other hand , the average contr ibut i on 
rate of automobile manufacturers was 3.2 percent 
while the benefit payments charged to the accounts 
of such employers woro 1.5 percent of their pay 
r o l l . A l t h o u g h a further decline i n the average 
contr ibut ion rate may be expected i n the paper-
manufactur ing industry , a decline is no t so l ike ly 
to occur i n the case of employers i n the automobile 
indus t ry . 

Unlike the s i tuat ion w i t h respect to trade 
groups, i n which the proport ion of accounts w i t h 
reduced rates tended to increase w i t h increases i n 
the size of annual pay r o l l , no such relationship 
appears to exist w i t h respect to the manufactur 

ing groups. However, i t may be noted that 
rates i n excess of 2.7 percent were assigned to 
nearly 8 percent of a l l manufactur ing accounts, 
and approximately 50 percent obtained rate re
ductions. A b o u t 23 percent of the accounts in the 
text i le -manufacturing groups received increased 
rates as compared w i t h 37 percent obtaining rate 
reductions; increased rates were assigned to 
nearly 5 percent of those i n machinery manufactur
ing (except electrical machinery) , while 50 percent 
obtained reduced rates. I n the automobile, 
furn i ture , and lumber-manufactur ing groups, the 
variations i n ind iv idua l experience were also 
clearly marked . On the other hand, no accounts 
i n the p r i n t i n g and publ ishing group and less than 
4 percent of those i n the nonferrous metals, chemi
cals, and paper-manufacturing groups received 
increased rates. 

Other industries—As has been indicated, the 
experience of the construction industry has been 
characterized by a h igh ra t i o of benefits to con
tr ibut ions and a low proport ion of accounts obtain
ing rate reductions. The proport ion of accounts 
w i t h increased rates rose between 1939 and 1940, 
while those w i t h reduced rates remained almost 
stat ionary . I n contrast to this experience, firms 
i n transportat ion and ut i l i t ies and finance, es

Table 8 .—Number and percent of Wisconsin experience-rating accounts, percentage distribution by 1940 contribu
tion rates, ratio of benefits to contributions, percent of accounts with no benefits charged, and percent over
drawn, a n d ratio of voluntary to all other contributions, by selected industry, as of Dec. 31, 1939 

I n d u s t r y N u m b e r of 
accounts 

Percent of accounts w i t h — Ratio (per
cent) of ben
efits to con
tr ibut ions 
( cumula

t ive ) 

Percent of accounts— Ratio (per
cent) of 

voluntary 
to all other 
contribu

tions, 1939 

I n d u s t r y N u m b e r of 
accounts Reduced 

rates 
Standard 

rate 
Increased 

rates 

Ratio (per
cent) of ben
efits to con
tr ibut ions 
( cumula

t ive ) 

W i t h no 
benefits 
charged 

Overdrawn 

Ratio (per
cent) of 

voluntary 
to all other 
contribu

tions, 1939 

A l l industries 8,121 60.5 32.0 7.5 24.8 25.8 2.0 3.0 
Wholesale and retail trade, total 3,237 69.9 27.9 2.2 11.9 36.9 .4 2.8 

A l l wholesalers 898 70.8 26.4 2.8 9.5 33.2 1.1 3.0 
Wholesale merchants 551 73.9 24.5 1.6 7.8 29.2 .3 2.9 
Wholesale d istr ibutors 347 66.0 29.4 4.6 

11.6 39.5 2.3 3.1 
A l l retailers 2,026 68.9 29.1 2.0 13.2 30.2 .1 2.7 

Retai l General merchandise 212 83.0 16.5 .5 18.3 29.7 0 3.7 
Retai l food (includes l iquor stores) 320 73.8 25.3 .9 8.0 31.9 0 1.9 
Retai l automot ive 338 73.1 26.6 .3 11.2 29.6 0 2.3 
Retai l apparel and accessories 294 62.6 34.0 3.4 15.2 18.7 1.0 2.7 
Retai l trade, not elsewhere classified 487 65.9 32.9 1.2 13.0 30.6 0 2.4 
A l l other 375 61.6 33.1 5.3 9.4 38.4 0 2.9 

Other wholesale and retai l trade 313 74.4 24.3 1.3 11.1 28.1 .3 2.3 
M a n u f a c t u r i n g , total 2,183 55.5 36.7 7.8 34.0 13.9 2.5 2.7 

Food and k i n d r e d products 511 68.5 25.6 5.9 16.1 19.8 2.3 5.1 
Text i l e -mi l l products 57 36.8 40.4 22.8 36.8 8.8 7.0 1.8 
L u m b e r and t imber basic products 137 45.3 43.8 10.9 28.7 11.0 2.9 4.2 
F u r n i t u r e and finished lumber products 159 49.1 42.1 8.8 

24.0 10.1 2.5 1.7 
Paper and allied products 96 84.4 12.5 3.1 6.1 9.4 0 3.6 
P r i n t i n g , publ ishing , and allied industries 232 79.3 29.7 0 9.0 27.2 0 2.3 
Chemicals and allied products 68 70.6 26.5 2.9 19.8 22.1 0 19.3 
Leather and leather products 95 44.2 42.1 13.7 25.6 8.4 4.2 7.4 
I r o n and steel and their products 201 35.3 59.7 5.0 31.3 5.5 .5 .8 
Nonferrous metals and their products 60 50.0 48.3 1.7 

24.6 13.3 0 .6 
Electrical machinery 47 34.0 59.6 6.4 30.4 8.5 4.2 3.2 
Mach inery (except electrical) 233 49.8 45.5 4.7 37.6 7.7 .4 1.7 
Automobiles and automobile equipment 33 21.2 54.6 21.2 74.7 3.0 6.1 .1 
A l l other 254 41.7 39.4 18.9 41.1 11.8 7.5 4.6 



pecially the la t ter , had lower ratios of benefits 
to contributions than was the case for a l l employers 
in the State; nearly 80 percent of the employers i n 
the finance group obtained rate reductions dur ing 
1940. 

Fewer than 2 percent of a l l accounts i n finance 
were charged w i t h $60 of benefits for each $100 
of contributions as compared w i t h 18 percent of 
construction accounts. O n the other hand, 47 
percent of construction accounts were charged 
with less than $20 i n benefits for each $100 i n 
contributions as compared w i t h nearly 93 percent 
for accounts in finance and 82 percent for accounts 

i n transportat ion and ut i l i t i es . Specifically, no 
bank or t r u s t company and only three gas and 
electric u t i l i t y f irms had ratios of benefits and 
contributions i n excess of 20 percent; benefits 
charged to employers i n those groups dur ing 1939 
equaled only 0.5 percent of pay r o l l for t h a t year. 
O n the other hand, nearly 35 percent of a l l general 
contractors (other than bui lding) had ratios of 
benefits to contributions i n excess of 60 percent; 
for 13 percent of them, benefits exceeded c o n t r i 
but ions ; 1939 benefits charged to accounts i n this 
group equaled 3 percent of their 1939 pay r o l l , whi le 
contributions were only 2.4 percent of pay r o l l . 


