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Chapter 23, Resolves of 1946

Resolve peoviding foe a Further Investigation relative tc
the Payment of Benefits to Employees who aee absent

FROM WOEK ON ACCOUNT OF SICKNESI
Resolved, That the state advisory council in the division of em-

ployment security is hereby authorized and directed to make an in-
vestigation of the subject matter of current senate document ninety
and current house documents one hundred and fifty-seven, two hun-
dred and sixty-three and twelve hundred and nine, relative to the
payment of sickness compensation, so called, under the employment
security law or otherwise, to persons absent from work on account of
illness. Said advisory council shall report to the general court its
findings, and its recommendations, if any, together with drafts of
legislation necessary to carry such recommendations into effect, by
filing the same with the clerk of the senate on or before the first
Wednesday of December in the current year.

Cl)e Commontocaltt) of Qjjassadnisetts

AUTHORITY FOR THE STUDY.



Division of Employ
Advisory Cate

1 Commonwealth Avenue, Boston 15, December 4, 1946.

To the Honorable Senate and House of Representatives of the Common-
with of Massachusetts in General Court assembled.

Pursuant to chapter 23 of the Acts and Resolves of 1946,
there is transmitted herewith a report by this Council of
its “further investigation relative to the payment of bene-
fits to employees who are absent from work on account
of sickness.”

In accordance with the terms of this Resolution, the
Council’s investigation was concerned with the subject
matter of Senate Document No. 90 and House Docu-
ments Nos. 157, 263 and 1209, introduced and considered
in the 1946 Session of the Legislature, all of which bills
provided for some method of cash payment to those ex-
periencing a wage loss when out of work because of illness
or accident of a non-occupational nature.

Respectfully submitted

WILLIAM G. SUTCLIFFE
Chairman

FRANCIS J. CARREIRO.
MARY M. RILEY.
ANTONIO ENGLAND.
IRVING E. ROGERS.
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REPORT ON SICKNESS BENEFITS BY STATE
ADVISORY COUNCIL, DIVISION OF EM-
PLOYMENT SECURITY, THE COMMON-
WEALTH OF MASSACHUSETTS.

Scope of Study and Finding.

In carrying out the intent of the Resolution of the
General Court authorizing this study, the Council’s in-
vestigation has necessarily been confined to the possible
protection of workers who become unemployed because of
sickness or accident of a non-occupational nature.

In the Council’s first report to the Legislature in No-
vember of 1944 on the same subject matter, it was stated
that the Council had not lost sight of the fact that slightly
more than one third (34.1 per cent) of the “covered”
population under the Employment Security Law, on a
spot check of employers of 20 or more individuals, did not
appear to have some form of protection in their places of
employment against wage loss due to illness.

The Council’s chief concern in this study, therefore, was
to determine what increase in coverage had taken place
since its first report. To this end, a second questionnaire
was sent to employers covered under the Massachusetts
Employment Security Law T . This questionnaire was sent
not only to employers of 20 or more, as in the case of the
Council’s first study in 1944, but was extended to include,
on a sample basis, employers of less than 20 individuals.
The results of this survey are summarized in a separate
section of this report.

The main finding, however, reveals that the coverage
for sickness payments of workers in employment estab-

C{)c CommontocaltJ) of B©aooaftuioetto
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lishments of 20 or more individuals has increased from
65.9 per cent in the preceding survey made at the time of
the Council’s first study in 1944 to 71 per cent as of the
present time. In other words, 29 per cent of the workers
in establishments of 20 or more workers still do not receive
some form of protection against wage losses when ill.

The returns from employers of more than 20 indi-
viduals and, on a sample basis, from employers of less
than 20 individuals disclose that nearly 64 per cent of the
workers in the responding establishments have some de-
gree of protection against wage losses due to illness, which,
stated inversely, means that 36 per cent remain unpro-
tected by some form of disability payment in their places
of employment.

Non-Occupational Disability.

The inability of the wage earner to work at his regular
occupation because of some mental or physical handicap
or illness which cannot be attributed to his job has come
to be known as non-occupational disability. State Dis-
ability Compensation Plans, already established or pro-
posed, are intended as economic protection against tem-
porary non-occupational disability and it is this type of
disability which is meant wherever the term disability is
used in this report.

While an insurable risk, disability differs from other
hazards in that it may be considered to be both industrial
and personal in nature. Not only a wage loss is felt, but
the cost of medical care is added to the worker’s burden
during such periods of incapacity for work. Some feel cash
benefits to be a corollary to medical care. Even among
those who feel that cash benefits for temporary disability
are not, and need not be, part of a Medical Care Program,
there are those who will concede that the cost of compen-
sation for such disability can be needlessly high if the wage
earner does not receive essential medical care. The fact
remains that without some compensation during periods
of illness, an individual may not be able to seek or buy
medical service which will assist him in his rehabilitation
and return to work.
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While such illnesses incurred away from one’s occupa-
tion may be said to be personal in nature, the fact that an
employer’s production is retarded by the worker’s ab-
sence is cause for his concern and interest in the rehabili-
tation and return to work of his employees. Evidence
that employers have accepted this responsibility is the
large number of group insurance plans in evidence today,
many of which are paid for wholly by the employer.

What the Council has been concerned with in this study,
therefore, is the establishment of some method or stand-
ard of economic protection against temporary disability
which all employers may eventually be required to as-
sume for their employees. The question becomes one as
to w’hich method or plan of disability compensation is
preferable. In our investigation we have studied and
compared three illustrative types of State Plans, already
established or proposed, for the payment of cash benefits
for non-occupational accident or illness. A brief outline
of these plans is given below followed by a more elaborate
description in graphic form. 1

Three Types of State Plans of Non-Occupational
Disability.

Rhode Island Plan.
Rhode Island has a cash sickness compensation system

wholly compulsory with a state monopoly fund. There is
no provision for voluntary plans. It began to pay bene-
fits on April 1, 1943, on the basis of the unemployment
compensation coverage provisions and benefit formula.
These call for a minimum payment of $6.75 up to a maxi-
mum of $lB per week with a maximum duration of 20j
weeks in the benefit year. Financing comes from a 1 per
cent tax on pay rolls levied upon employees. Income
from this tax has been insufficient to meet costs of benefits
due to number and amount of claims, maternity benefits,
and duplication with workmen’s compensation. The tax

1 Outline of three plans prepared by Prof. CarlW. Strow of the staff of th>
cil for Economic Security.

Graph preparedby Dr. Gerhard Hirschfeld, Director of the ResearchCouncil for Economic
Security, whose permission has been received for reproduction here of both the outline and
the graph.
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is being raised to 11 per cent in 1946. The heavy claim
rate led the State Board to call for medical examinations
of 25,000 claimants in 1945, which resulted in 10,000 being
denied benefits. The 1946 Legislature has added six im-
portant amendments to its act, chiefly along the line of
restricting benefits and increasing revenues. It has in-
creased the per cent of receipts for administrative costs
to 4 per cent since 3 per cent proved to be insufficient.

It is obvious that much of the Rhode Island experience
has been trial and error. Although change has been re-
sisted by conflicting interests within the State, a perma-
nent system may develop in time.

California Plan.
The California system adopted in 1946 establishes a

scale of compulsory benefits for disability based upon the
formula for unemployment compensation under which
weekly benefits run from $lO to $2O up to a maximum of
23.4 weeks in the benefit year. Payments are to begin
May 21, 1947. A state fund called the Unemployment
Insurance Disability Fund does not monopolize since vol-
untary plans either through self-insurance, benefit asso-
ciations, or commercial insurance are allowed to compete.
Financing is to be secured from a 1 per cent tax upon the
pay rolls of employees to be withheld from their wages
for the benefit of either the state fund or a voluntary plan.
All voluntary insurance plans must have consent of em-
ployer and employees and approval by the State Board.

The chief problems are how voluntary plans can meet
the compulsory benefit provisions, whether 1 per cent tax
will cover cost of benefits, how exchange of credits be-
tween voluntary plans or between voluntary plan and
state fund due to mobility of workers can be effected.
The values of this California Plan lie in the freedom of
choice given to employer and employee to choose their
type of disability insurance and the opportunity to fit the
terms of such insurance to the local and internal condi-
tions of each individual firm and factory. It also affords
a chance for labor and management to co-operate com-
pletely in solving the problems of disability especially in



�Represented by the Cash Sickness Compcnsa- fßepresented by the Cash Sickness and Disa- by the Non-occupational Acci-
tion Act passed by the Rhode Island Legis- bility Insurance Act passed by the California dent and Sickness Benefits BUI proposed to
laturc in 1942 Legislature in February, 1940 the Legislature of New Jersey in April, 1946

THREE TYPES ofr STATE DISABILITY COMPENSATION
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benefits and claims. However, there are many problems,
both technical and general, in working voluntary plans
into the California system and time alone will reveal how
it can be done.

New Jersey Proposed Plan.
A current proposal would establish a system of com-

pulsory benefits for disability covering practically the
same employment as under unemployment compensation.
Those receiving weekly wages of $l2 or more are covered.
The scale of benefits is to range from $7 to $22 per week
up to 13 weeks for each period of disability after a waiting
period of 1 week. The liability'' for such benefits is placed
upon the employer who may handle the risk through self-
insurance, salary continuance, benefit associations, trust
funds, and commercial insurance. One half per cent of
pay rolls up to $1 per month may be withheld from wages
of employee by employer to meet part cost of benefits
the remainder to be met by the employer.

No state fund is provided. In most cases no reserve
funds are required. Mobility of employees is protected
by continuing coverage at last employment for 31 days
after termination and requirement of an eligibility period
of 4 weeks at the new employment. This plan does not
use the unemployment compensation formula for bene-
fits but sets up a simpler and more direct scale of its own.
It is especially planned to restrict benefit payments for
partial wage losses to most deserving cases of disability.
This is accomplished by absence of maternity benefits,
non-coverage of casual labor, no duplication with other
forms of social insurance, and restrictions upon benefits
after retirement from employment.

The only compulsory feature is the coverage and pay-
ment of benefits. All else is left to the voluntary choices
of the employer and employee.

State Monopoly v. Private Operation.

Some important revelations may be noted from the
foregoing graph. First of all, it is obvious that a plan
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similar to the New Jersey Proposal, or a privately oper-
ated plan, will preserve private plans now in existence
and will encourage further freedom of choice among vary-
ing kinds of protection for different industries and differ-
ent classes of risks. Group insurance and employer-
sponsored plans offer that freedom of choice abundantly
although it is even greater in individually written policies.

The idea that a state plan, having the advantage of a
large coverage, would provide greater benefits at lower
costs to workers appears to have been dissipated. In this
respect, the comparative chart clearly shows that the cost
to the worker is more, and the weekly benefit smaller,
under the state monopoly plan than under the privately
operated plan. The latter provides for payments for sev-
eral periods of illness a year, whereas the state plan limits
such payments to about 20 weeks a year.

Absenteeism, employee loyalty and general morale will
be closely related to the type of plan, which can be pos-
sible only under private operation.

If employers are to participate and accept responsibility
for their employees during periods of illness, they are the
logical ones to police the system in the interests of a
proper employer-employee relationship. It is felt a pri-
vately operated state-supervised system will interfere the
least with such a relationship.

For the above reasons, the Council prefers a privately
operated plan under state supervision, with the establish-
ment of minimum standards which would preserve present
plans in operation throughout the State. The following
factors in the determination of minimum standards which
the Council discussed, together with attendant problems,
are respectfully directed to the attention of the Legisla-
ture in its considerations;

1. Of the existing group plans of insurance which seem
to meet with the most satisfaction and benefits to both
employers and workers in the State, those paying a flat
weekly rate of benefits, regardless of earnings, appear to
be preferable to the so-called percentage of wage rate. It
is important, however, that such a flat rate be kept neces-
sarily low so as not to encourage malingering.
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2. A fixed number of weeks’ duration of benefits for
each disability-

3. A waiting period for each spell of disability
4. Some restriction of benefits in pregnancy cases and

for those over 60 years of age.
5. Elimination of benefits to those receiving Workmen’s

Compensation and Unemployment Compensation.
6. Elimination of benefits for self-inflicted injuries
7. A doctor’s certification as to the nature and prob-

able extent of disability. In the case of adherents of
certain religious denominations, the Legislature might
wish to give consideration to the permission of certifica-
tion by duly authorized and accredited practitioners of
such denominations.

8. A stated period of employment for eligibilitjq and
the possibility of imposing this work requirement but
once for continuity of coverage of the worker.

9. A stated period of time for coverage after termi-
nation of employment to protect the mobility of the
worker.

10. Provision for participation wholly by the employer,
or by employer and employee jointly.

(a) Statistics indicate that the highest incidence of
sickness appears among women and persons over 60 years
of age. If employers are asked to carry the entire bur-
den of sickness benefits, the question is raised as to the
effect it may have on their hiring practices of these
classes of individuals.

(b ) Those favoring employee participation of the costs
3 little, if any, direct rela-
and that it is sound policy,
to share some part of the

contend the risk insured In
tionship to the employment
therefore, for the employee
cost.

of temporary non-occupa-11. A clear-cut definition
tional disability.

12. In addition to the above, there is the problem of
the individual who has left employment for lack of work,
or whose job was not available following a period of sickness
or of leave of absence and who applies for and receives
unemployment compensation for a time, but subsequently
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becomes ill and is removed from the unemployment com-
pensation rolls.

Conclusions.
The results of our survey as to the progress made in

coverage for sickness benefits among the covered em-
ployers under the Massachusetts Employment Security
Law which indicate that many workers are still not cov-
ered in their places of employment; our analysis of three
illustrative types of state plans already established or
proposed; and our deliberations as to the efficacy of
sickness benefits lead us to the following conclusions;

1. The Council unanimously favors sickness benefits.
2. It would like to see at least all employees presently

covered under the Unemployment Compensation Pro-
gram (one or more, except in the so-called “exempted
employment category” such as domestics, agricultural
and government workers, and employees of non-profit
institutions) included in any plan of sickness benefits
which may be adopted.

3. It would prefer a plan of private operation under
state supervision.

This is consistent with the philosophy of the Council
as expressed in its first report, when it questioned whether
the role of government should not be one of adding im-
petus to the establishment and expansion of private plans,
rather than in direct participation. The remarkable
growth of group insurance, Blue Cross hospitalization
and prepaid medical care, in addition to the long-estab-
lished individual health and accident insurance policies,
is evidence that in Massachusetts private enterprise is
meeting the problem and will continue to assume its
responsibility if permitted to do so.

4. It would set up minimum standards under such a
plan which would preserve present private plans in opera-
tion throughout the State, leaving employers free to
handle the risk through self-insurance, insurance through
private carriers, or by salary continuance by furnishing
a bond to indicate financial ability for performance.
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This method would interfere the least with employer
plans already in existence. It is also consistent with
our free enterprise economic system. Tremendous prog-
ress in this direction has already been made. In many
instances the benefits under such plans are superior to
any which have been suggested for compulsory legisla-
tion. It is felt state action in this field should not in
any way impair or impede this development or take
away any benefits thus far secured for the workers.

5. It would set up the supervision of such a plan in an
agency presently existing, as it would be opposed to the
creation of a separate agency for such supervision, both
from an administrative and financial point of view to the
taxpayer.
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In May, 1946, the Massachusetts Legislature passed a
Resolve directing the Advisory Council of the Division
of Employment Security to make an investigation "rela-
tive to the payment of sickness compensation, so called,
under the employment security law or otherwise, to per-
sons absent from work on account of illness.” (See
Appendix A.)

In preparation for this study, a list was compiled of all
employers of 20 or more individuals covered by the Mas-
sachusetts Employment Security Law. In addition, a
sample list comprising approximately 10 per cent of all
employers of less than 20 individuals was made. To the
more than 14,000 employers whose names appeared on
these lists, a questionnaire was sent (see Appendices B
and C) asking whether or not their employees receive
payments for periods when they are absent because of
illness, either from the employer or from am- other source.
Those employers who replied in the affirmative were
asked to give details on the number of employees affected,
the amount and duration of such sickness compensation,
and the type of plan used to finance the payments.

Of the 14,000 circularized, more than 8,200returned the
questionnaire form completed. Some employers displayed
much interest in the subject and went far beyond the
limits of the questionnaire in giving detailed descriptions
of their methods of compensating employees absent be-
cause of illness. It was evident at once that Massachu-
setts employers differ widely in their attitude toward the
payment of sickness compensation to absent workers and
that these differences in attitude are reflected in the di-
versity of plans in use.

Of the 8,239 replies received, 4,204 were from est^bli

SURVEY ON SICKNESS COMPENSATION.

Foreword.
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ments employing 20 workers or more and 4,035 from
establishments employing less than 20. Since the latter
group had been circularized on the basis of a 10 per cent
sample, it was regarded as representing 40,350 employing
establishments, thus making the total number of estab-
lishments represented in this study 44,554.

After adjustment for the sampling referred to above, it
was estimated that employment in the establishments
represented by the replies approximated 899,465. Since
the estimated number employed in establishments sub-
ject to the Massachusetts Employment Security Law was
1,400,000 as of July 31, 1946, when the questionnaires
on sickness compensation were submitted, these replies
may be said to represent some 64 per cent of the total
unemployment compensation coverage.

Summary op Findings.

1. Almost 900,000 workers were represented in the
replies. Nearly 64 per cent of these were reported as
receiving some degree of protection against wage losses
due to absence from work because of illness.

2. It appears that almost 325,000 (or about 36 per cent)
of these 900,000 workers receive no protection (other
than that provided by workmen’s compensation in some
cases) against wage losses due to disability. Of these
325,000, 51 per cent are employed in manufacturing, and
22 per cent in wholesale and retail trade.

3. Analysis by major industrial divisions indicates that
the highest percentage of workers receiving sickness com-
pensation is found in the division comprising finance,
insurance and real estate, where 88.7 per cent of workers
are covered under some sickness compensation plan.
Construction is at the other end of the scale with only
15.1 per cent of its workers covered. In manufacturing,
which accounts for more than half of all workers repre-
sented in this study, 65.8 per cent of workers are covered
under sickness compensation programs. The textile,
leather processing and men’s apparel manufacturing in-
dustries are above the manufacturing average in furnish-
ing sickness compensation, while the shoe and women’s
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apparel manufacturing industries are considerably below
the manufacturing average.

4. In an analysis based on the size of the employing
establishment, it is noted that the highest percentage of
workers receiving sickness compensation (82.0 per cent)
occurs in establishments employing 500 to 999 workers.
The lowest percentage of coverage (38.8 per cent) is found
in establishments employing 10 to 19. With increasing
size of establishment above the point of employment of
20 workers, there is a steady increase in the percentage of
workers receiving sickness compensation.

5. In establishments reporting that not all employees
are entitled to receive sickness compensation, the most
common situation is that in which only salaried workers
are eligible for such payments. In establishments with
this limitation, 80 per cent of workers are excluded from
benefits. The next most common basis for exclusion from
coverage is found in various length-of-service require-
ments, where the worker must have been employed from
three months to three years before he may receive sick-
ness compensation.

6. The cost of providing sickness compensation to
58.6 per cent of workers receiving such compensation is
borne by the employer alone. Only 4.9 per cent of
covered workers are under sickness compensation plans
financed entirely by themselves, while 36.5 per cent are
covered under plans where the cost is divided between the
employer and employee, in varying proportions.

7. Almost equal numbers of workers receive sickness
compensation through regular pay roll plans (which pro-
tect 38.9 per cent of covered workers) and through group
health insurance plans (which protect 38.5 per cent of
covered workers). An additional 10.4 per cent of covered
workers come under benefit society plans. Combinations
of these plans are also in use, with 9.2 per cent of all cov-
ered workers eligible to receive sickness compensation
through a combination of regular pay roll with group
health insurance.

8. Duration of sickness compensation is often affected
by the requirement that a waiting period must elapse be-
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fore sickness compensation becomes payable. Almost a
third of all covered workers are not required to serve any
waiting period before becoming eligible to receive sickness
compensation. The greatest number (58.8 per cent of
covered workers) receive no payments for the first 7 or 8
days of disability, largely because of the influence of formal
group health insurance plans, which prescribe a 7 or 8 day
waiting period for 89.3 per cent of all workers under such
plans.

9. Due to the general use of group health insurance,
the allowable duration of sickness compensation most
commonly found is 13 weeks. Unlimited duration is re-
ported for 4.4 per cent of all covered workers. An indefi-
nite duration set by the employer in accordance with the
merits of each individual case is reported for 14 per cent
of covered workers.

10. More than a third of all covered workers receive
their full salary as weekly sickness compensation for the
durations noted above. Roughly another third of all cov-
ered workers receive less than $l6 weekly, while most of
the remaining covered workers receive between $l6 and
$3O weekly.

11. In at least two of the Commonwealth’s manufac-
turing industries, the textile and apparel industries, the
employing establishment customarily contracts with the
unions to furnish sickness compensation to union labor.
In both industries where such contracts are in force, the
employer contributes, for sickness compensation and other
insurance, a sum equal to 2 per cent of the wages paid to
union labor.

12. A comparison of the results of the 1944 survey with
the current survey indicates a rising trend in the percent-
age of workers receiving sickness compensation. Since
the 1944 survey included only establishments employing
20 or more individuals, the comparison must be made with
only those establishments in the 1946 survey which employ
20 or more. Of the workers employed in such establish-
ments in 1946, 70.8 per cent receive sickness compensa-
tion as contrasted to the 65.9 per cent covered in 1944.
Along with the increase in the per cent of the workers re-
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ceiving sickness compensation has gone an increased tend-
ency by the employer to assume the entire cost of sickness
compensation to his employees. Where only 32.5 per
cent of covered workers in 1944 received sickness pay-
ments entirely financed by the employer, 58.6 per cent
now receive such payments without cost to themselves.

Extent of Coverage (against Loss of Earning
due to Illnes

The extent of coverage may be summarized as follows

Totals, all responding establishments 899,465 574,487 324,378

100.0

Establishments rep 218,107p:

Establish 4:sporting p

Istablishments reporting complete coverage . 244,303 244

It can be seen that nearly 64 per cent of workers in the
responding establishments have some degree of protection
against wage losses due to illness.

Extent of Coverage by Major Industry Divisions.
An analysis of sickness compensation with reference to

the major industry divisions indicates wide differences in
practice between industries in the percentage of employees
given some protection against wage losses.

Number of Total Number of Per C
Establish- Number Employees ol

employed,

Total, all industry divisions . 44,443 899,465 574,487 63.9

Finance, insurance and real estate . 4,034 56,406 50.044 88.7 H

Manufacturing ..... 6,412 484,094 318.456

Transportation, communication and 1,690 76,664 50,288 65.6
utilities.

Wholesale and retail trade . 19,183 196,236 124,713 63.6
Service 9,594 54,429 25,557 47.0
Construction .....

3,104 28,562 4,309 15.1

Other 417 3,074 1,120 36.4
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ates that workers in the divi-
iurance and real estate have
sickness compensation, with
s eligible to receive such com-

The preceding table indie,
sion comprising finance, ins
the best chance to receive
88.7 per cent of such worker
pensation. Next in order and close together come manu-
facturing; transportation, communication, and utilities;
and wholesale and retail trade all of which have
approximately two thirds of workers covered by some
form of sickness compensation plan. The service indus-
tries and others (which include agriculture, forestry, fish-
ing, quarrying and miscellaneous industries) follow with
47.0 per cent and 36.4 per cent of workers being given
some degree of protection. The construction industry has
the poorest record with but 15.1per cent of workers eligible
to receive payments when absent because of illness, as
compared to the 88.7 per cent of such eligible workers in
the division made up of finance, insurance and real estate.

CHART A

PERCENT OF WORKERS RECEIVING SICKNESS COMPENSATION
IN ESTABLISHMENTS SUBJECT TO THE MASSACHUSETTS EMPLOYMENT SECURITY LAW

PERCENT
0

All Industries 63.5 Hjj
Finance, Insurance and es?H
Manufacturing 6 65.8 MB
Transportation, Coramuni- 65.8 Hcation and Utilities ,

.Wholesale and Retail Trade °3*s ESC
Service 47-0 BM
Others 3^-4 |B
Construction

An analysis will be found later in this report of the ex-
tent of coverage in selected industries important in the
economy of the Commonwealth, namely, textile manu-
facturing, the apparel trades, leather and leather products,
and the manufacture of electrical equipment.

Table 1 indicates the breakdown by industry divisions
of the number of workers to be found (1) in 22,782 estab-
lishments where no workers are covered, (2) in 18,004
establishments where all workers are covered, and (3) in

MAJOR INDUSTRY DIVISION
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3,768 establishments where coverage is given to som
but not to all workers.

By far the largest number of employing establishments
studied (22,782) pay no sickness compensation to any
worker. More than 75 per cent of the employees in the
construction industry are employed in such establish-
ments, as compared to only 8.3 per cent without coverage
in finance, insurance and real estate. As is to be expected,
the largest percentage of workers in the 18,004 responding
establishments where all workers are covered is found in
finance, insurance and real estate, which leads the indus-
try divisions in the percentage of workers receiving cov-
erage.

Almost 50 per cent of the workers included in the
study were reported employed in the 3,768 establishments
where coverage is given to some but not all workers.
Partial coverage is most popular in manufacturing and in
transportation, communication and utilities, where ap-
proximately 60 per cent of workers are employed in es-
tablishments with such partial coverage, while only 18.1
per cent and 24.0 per cent, respectively, work in establish-
ments with complete coverage. (These two industrial
divisions account for over 62 per cent of the workers rep-
resented in this study.)
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Extent of Coverage by Size of Establishment.
An examination of Table 2 indicates that workers in the

largest establishments have the best chance of being paid
sickness compensation, with more than 80 per cent of the
workers so protected in establishments employing 500 or
more. It is also true that workers in the smallest estab-
lishments fare somewhat better than workers in the
slightly larger employing units. In establishments em-
ploying 1 to 9 workers, more than 46 per cent of those
employed receive sickness compensation, as compared to
only 38.8 per cent in establishments employing 10 to 19
workers. This greater degree of coverage in the smallest
establishments may be partly explained by the small em-
ployer’s often great personal interest in his employees
which tends partly to counteract his lesser financial
ability to carry along an ailing employee. In establish-
ments employing 50 or more individuals, the percentage
of workers receiving sickness compensation increases with
the size of the employing establishment until a maximum
coverage of 82.0 per cent is reached in establishments with
500 to 999 workers.

It is interesting to note in Table 2 a contrary trend in
establishments where all employees are protected by sick-
ness compensation plans. Although 27.2 per cent of all
workers are employed in such establishments, a break-
down by size of establishment shows that 44.5 per cent of
workers in establishments employing 1 to 4 workers work
for employing units who cover all workers. The percent-
age of workers employed in establishments where all
workers are covered drops steadily as the size of establish-
ment increases until but 18.3 per cent of all workers in
establishments employing 1,000 or more have complete
coverage.
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CHART B

PERCENT OF WORKERS RECEIVING SICKNESS COMPENSATION
ESTABLISHMENTS SUBJECT TO THE MASSACHUSETTS EMPLOYMENT SECURITY LAW

PERCENT

All Establishments
1 - h Employees
5-9 " «6.l

10 - 19 " 39.8
20 - 2h " Jl - 8

2$ - h 9 " <3-3
go - 99 " 51-0

100 - 2h9 " ‘I-?
250 - U99 " (7 - 4

500 -,999 " «2-°

1000 Employees and 81 - 8
over

SIZE OF ESTABLISHMENT GROUPS
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A study of the establishments where no employee re-
ceives sickness compensation shows that 52.7 per cent of
workers in the smallest establishments (1 to 4 employees)
are employed in establishments where there is no cover-
age. This percentage falls as the size of the establishment
increases until only 2.1 per cent of the 285,142 employees
in establishments employing 1,000 and over work for
employing units where no workers are covered. (Estab-
lishments,employing 1,000 and more workers account for
31.7 per cent of the total number of workers studied.) It
can be noted that while only 2.1 per cent of workers in
establishments in this class are in employing units where
no coverage is given and 18.3 per cent are employed in
establishments where all employees are covered, 79.6 per
cent work for establishments where part of the employees
are covered.

It appears that the payment of sickness compensation
to all workers employed or to none is typical of the smaller
establishments, while establishments which cover some
but not all of the workers employed are customarily large.

Extent of Coverage by Size of Establishment within the Major
Industry Divisions.

Not only do the major industry divisions as a whole
show wide differences in the degree to which protection
against wage losses due to illness is available to their
workers, but they differ from each other in the extent to
which such protection depends upon the size of the estab-
lishment. These differences are graphically illustrated in
Chart C.

It can be noted that in the industry division which
stands out as affording protection to the greatest propor-
tion of its workers finance, insurance and real estate —■

there is least variation among size of establishment
groups. Here the smallest group (1 to 9 employees),
although still more favorably situated than the corre-
sponding groups in other divisions, show's a lower per cent
of workers covered than any of the larger groups within
the same division.
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In connection with the construction division, it should
be realized that the per cents in the two largest size groups
are based upon relatively small samples only four of
the responding establishments employ 250 or more
workers, and only one reported 1,000 or more.

All other industrial divisions show a similar graphic
pattern, with some drop in coverage in establishments of
10 to 49 employees from that enjoyed by workers in the
smallest establishments of 1 to 9 employees. With in-
creasing size of establishment above the point of employ-
ment of 100 or more workers, there is increasing coverage
in all industries except construction and transportation,
communication and utilities.

An examination of establishments which employ 500 or
more workers shows the following variations of coverage
between the major industry divisions:

Per Cent

All industries 81.8
Construction (only 1 responding establishment in this group) . 100.0
Finance, insurance and real estate 98.6
Wholesale and retail trade 89.3
Manufacturing 80.6
Transportation, communication and utilities . . . 74.1

These percentages indicate that among the larger es-
tablishments the size of the establishment is more in-
fluential than the industrial activity in determining the
extent of coverage given employees who are absent from
their work because of illness.

It will be realized that each of these “industry divi-
sions” comprises a large number of widely differing major
industries, in which distribution by size of establishment
groups would reveal even greater deviations from the gen-
eral pattern than appear in Chart C. For example: steve-
doring concerns are included in the same industry division
as the telephone companies and other public utilities,
while the manufacturing division includes such widely di-
vergent industries as tobacco manufacturing and electrical
machinery production.
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Coverage in some of the more important of these major
industry groups is discussed in detail in a later section of
this report.

CHART C
PERCENTAGE OP EMPLOYEES RECEIVING SICKNESS COMPENSATION

BY MAJOR INDUSTRY DIVISION
BY SIZE OF ESTABLISHMENT

AIL INDUSTRIES

f

LIANUFACTURIKC- WHOLESALE AND RETAIL TRADE

i *

am (f)ji aii tarasiai^S4®asaSSs^H
i- 9 cr.p. 31.0 8881 1- 5 frp* 52-t BBBRSBHffIi

w-49 ■ 26.7 EBHB 10 -45 " s°*7 MlWKSHili'H^
30-93 ■ 44.9 HPWSWBBiaWHBi 50-93 " 58.2 WWWKBMBHBB^^
290-499 " (2.i MBSBHffiHBBBSSa " 4?9*" 84,8

9» and o»er 80 .( j——— 500 and c»er 69.3 IKIWftRBfIBBHHHHHB

TRANSPORTATION, COKMUNICATICK, FINANCE, INSURANCE,
AND UTILITIES AND REAL ESTATE

aii (*>.(, iEffiSSSSECSHSeSSBESa am es.7 B—BBH—-
-1-3 Up. 36,8 iSHBBm 1- 9 tflp* 67*3 BHWBB3BWHBPM

50 -33 " (5.8 SBSBSBSBHHB 50-59 93*6 MMMBHBBH—-
ico - 243 " ?0-8 Mynwm'WMBBBB 100.243 " 03.8 BBSS^gT6s^i^MfiHBaaiW
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CONSTRUCTIONSERVICE

ah 47.0 HBHBHH
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Table 3. Number and Percentage of Employees receiving Sickness
•e only Limited Groups ofCompensation in Establishme

Workers are Eligible to receive Such Payments by Nature of
Limitation.

N-VrmV er of Workers Covered.
Workers

Number of employed in
Nature of Limitation. Establish- Establish- 1

ments. ments I Per Cent
reporting Number. of Total

Limitations. I employed.

Total 2,485 416,689 169,801 40.8
Workers with length of service of

3 months .... 145 23,745 18,156 j 76.4
6 months 1,190 27,096 22,366 ' 82.5
1 year 147 105,847 46,767 1 44.2

3 years
..... 20 1,074 589 54.8

Unspecified .... 295 12,173 8,408 69.1
Officers and key men

... 113 5,035 1,264 25.2
Salaried workers ....

1,001 193,384 38,934 20.0
Office workers .... 101 5,517 1,129 20.5
Full-time workers . . . 240 2,774 2,151 77.5
Non-seasonal workers ... 2 773 43 5.5
Hourly workers .... 209 38,968 29,796 76.5
Deserving, faithful, loyal, etc. 22 303 198 65.5

Exclusions from Coverage.

From 2,485 establishments, employing 416,689 workers,
some information was received as to the groups excluded
from sickness compensation coverage.

Table 3 indicates that the largest single qualification set
by employers (in over 1,000 establishments employing
193,384 workers) is that which excluded all but salaried
workers from sickness compensation. In such establish-
ments only 20 per cent of the individuals employed are
rated as salaried employees and included in the sickness
payments plan in use in their establishments. Practically
all of the establishments which cover only salaried workers
are found in the manufacturing division, and are mostly
among the larger establishments (Table 4).
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A corresponding exclusion is that which bars from cov-
erage all workers except those workers paid by the hour.
(In this case the salaried workers are not usually barred
from benefits altogether; they are frequently included
under a second sickness compensation plan with a different
scale of benefits.) Limitation of benefits to workers paid
by the hour is found largely in the manufacturing indus-
try, and is sometimes a feature of plans operated by a
trade union. In establishments where only workers paid
by the hour are covered by sickness compensation plans,
approximately 76.5 per cent of the workers employed are
protected. Establishments which limit payments to em-
ployees paid by the hour are usually to be found among
the larger establishments; 15,323 of the 29,796 workers
so limited are to be found in establishments employing
1,000 or more employees.

The next most important limitation on eligibility to re-
ceive sickness compensation is based upon the minimum
period of service which the employee must complete be-
fore he can qualify. Employers vary in setting the pre-
scribed period; some require as little as 3 months, while
others require 3 years. Some employers set no specified
length-of-service requirements, but consider that factor in
relation to each individual case.

The most commonly required length of service is one
year, with over 25 per cent of the employees in establish-
ments reporting limitations being required to work a year
before becoming eligible to receive sickness compensation.
This requirement of one year’s service is most commonly
found in transportation, communication and utilities, but
it is also common in manufacturing and in wholesale and
retail trade. Establishments with a length-of-service re-
quirement of one year appear to suffer from high turnover,
because only 44.2 per cent of workers in such establish-
ments are reported as eligible to receive benefits. Some
94,544 of the 105,847 workers noted as subject to this
requirement are in establishments employing 1,000 or
more employees (Tables 4 and 5).
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In 190 establishments where six months’ service is re-
quired, 82.5 per cent of workers are eligible to receive
sickness compensation. In the 145 establishments which
set a 3 months’ length-of-service requirement, only 76.4
per cent of workers are covered. Both the 6 months’ and
3 months’ requirements are found largely in manufactur-
ing ; transportation, communication and utilities; whole-
sale and retail trade; and finance, insurance and real
estate. They are also found largely in establishments
employing 100 or more workers.

Various other limitations have been mentioned by em-
ployers, but they do not affect a significant number of
workers. Among these limitations is that reported by 113
establishments where only corporation officers and key
men are included; only 25 per cent of those employed in
such establishments are eligible to receive sickness com-
pensation.

Closely related to the practice of covering only salaried
workers is the plan under which only office workers are
covered. Approximately 100 establishments report this
limitation and indicate that only 20.5 per cent of their
employees are covered.

In some establishments, part-time workers (represent-
ing 22.5 per cent of total employment) are excluded from
coverage. Two establishments engaged in seasonal busi-
nesses compensate only their year-round staff, thus elimi-
nating all but 5.5 per cent of the workers employed in the
course of the year.

In 22 establishments the employers made no more
formal basis of exclusion than their judgment that the
employee is “deserving”, “faithful” or “loyal” and as
such should receive benefits. Almost all of these estab-
lishments are in transportation, communication and utili-
ties, and are to be found in establishments employing 5 to
19 individuals.

When limitations on benefits are considered with refer-
ence to the type of plan used, it appears that such limi-
tations are most often set by employers who bear the
entire cost of sickness compensation through their regular
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pay roll or who share the cost through a combination of
regular pay roll and group health insurance (Table 6).

Some group health insurance plans require a definite
length of service before the employee is eligible for cov-
erage by the insurance carrier. This length of service is
usually 3 or 6 months. Of the 59,328 workers covered
under benefit societies, 18,490 are required to be employed
for one year or more before being eligible. Many em-
ployers who bear the entire cost of sickness compensation
through their regular pay roll also require one year’s
service.
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Type of Coverage.

The most outstanding impression gained from a study
of the questionnaires is one of the diversity of plans in
use by Massachusetts employers. Employers of identical
size and engaged in the same industry will vary widely
in the protection afforded their workers against loss of
wages or salary due to illness.

By far the greatest number of responding establish-
ments (which employ 38.9 per cent of all covered workers)
use their regular pay roll as the means of paying sickness
compensation. Almost an equal percentage of covered
workers, 38.5 per cent, are covered by group health insur-
ance plans, 10.4 per cent by benefit societies, and 9.2 per
cent by a combination of regular pay roll and group health
insurance (Table 7).

Type of Coverage and Incidence of Cost.
The type of plan chosen to furnish sickness compensa-

tion is related to incidence of cost. Where the employers
bear the entire cost (which is true in the case of 57.9 per
cent of covered workers), two thirds of the covered
employees are compensated for illness through the regular
pay roll, while most of the remaining employees are
covered under group health insurance.

CHART D

PERCENTAGE DISTRIBUTION OF EMPLOYEES
RECEIVING SICKNESS COMPENSATION

PHICENT 0 10 20 30 U0 50
li| |

REGULAR PAYROLL ONLY 38.9 I
GROUP HEALTH

INSURANCE OKU 38.5

PAYROLL AND GROUP
HEALTH INSURANCE

BENEFIT SOCIETY ONLY 10.Ij

GROUP HEALTH INSURANCE ■
AND BENEFIT SOCIETY 1.6 ■

BENEFIT SOCIETY AND ■
REGULAR PAYROLL I.U I

TYPE OF COVERAGE
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Only 4.9 per cent of all workers receiving sickness
compensation actually pay the entire cost of their cover-
age, and of these more than 86 per cent are provided for
through group health insurance.

Where employer and employee share the cost of sick-
ness compensation (as in the case of 37.2 per cent of all
covered workers) approximately half are covered by
group health insurance alone, 22.1 per cent by group
health insurance supplemented by regular pay roll,
17.1 per cent by benefit societies and 4 per cent by com-
bination of benefit societies and regular pay roll.

Type of Coverage by Major Industry Divisions.
The type of coverage used by the employing establish-

ment is seen to be closely related both to the size of estab-
lishment and to the establishment’s industrial activity.
(It is, of course, true that the size of establishment itself
is often influenced by the industrial activity of that
establishment.)

When the type of coverage is considered with reference
to industrial divisions, a decided variation in the popu-
larity of the different plans in use is evident. In the
manufacturing division, only one employee in seven is
paid sickness compensation by means of the regular pay
roll while more than half of all covered employees are
under group health insurance. At the other extreme is
found the service and “others” divisions with approxi-
mately 85 per cent of all covered workers being com-
pensated for illness through the regular pay roll and
group health insurance plans in very minor use.

In wholesale and retail trade, the regular pay roll is
the usual source of sickness compensation, with 72.6 per
cent of workers covered under regular pay roll plans while
only 16.7 per cent are under group health insurance
plans. A similar situation is found in construction;
wholesale and retail trade; and finance, insurance and
real estate, where approximately 75 per cent of all covered
workers are compensated for absence through the regular
pay roll.
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Transportation, communication and utilities appear
to lie half way between manufacturing and the other
major industrial divisions, in that approximately half
of all covered workers are compensated for illness through
the regular pay roll while the remaining half are either
under straight group health insurance plans or under
combinations of pay roll and group health insurance.
Only in this industrial division is the combination of pay
roll and group health insurance in much use.

An examination of the various types of coverage in
use, therefore, indicates that 70 per cent of workers in
all industrial divisions other than manufacturing and
transportation, communication and utilities are paid
sickness compensation from the regular pay roll. In
these latter two industrial divisions, which account for
65.7 per cent of the covered workers in the establishments
studied, group health insurance, either alone or in com-
bination with other plans, is in most general use.
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Type of Coverage by Size of Establishment.
The type of plan chosen by the employing establish-

ment to provide sickness compensation is clearly related
to the size of the establishment (Table 8). Although but
38.9 per cent of all covered workers are compensated for
illness by means of the regular pay roll, this method of
coverage is used to compensate more than 93 per cent of
covered workers in the small establishments employing
less than 10 workers. With increasing size of establish-
ment, there is a steady downward progression in the
percentage of workers being covered under the regular
pay roll, until less than 20 per cent of workers in estab-
lishments employing 500 to 999 individuals are compen-
sated for illness through the regular pay roll.

A contrary trend is evident in the use of group health
insurance, with very few employees in the smallest es-
tablishments under group health insurance plans while
more than half of the workers in establishments of 500
to 999 employees are included under such plans. The
use of group health insurance in combination with the
regular pay roll or with a benefit society also increases
regularly with increasing size of establishment.

It is therefore apparent that with increasing size of
establishment comes an increasing formalization of the
type of coverage used, with group health insurance com-
ing more and more into use.

Some of the largest employing establishments in the
state offer their workers practically cradle-to-the-grave
security plans. In one such company, an employee be-
comes eligible from the date of employment for accident
death benefits and accident disability benefits (for disa-
bility occurring in the course of employment). After two
years of employment with this company, sickness disa-
bility benefits of 4 weeks’ to 52 weeks’ full salary, plus
additional weeks at half pay are based on length of
service and payable after a 7-day waiting period. Re-
tirement and disability pensions are also payable to em-
ployees in accordance with length of service and average
annual salary.
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Such a comprehensive plan will probably be found
only in the largest establishments, but many workers
who receive sickness compensation also receive hospital-
ization insurance and, in some cases, death benefits
financed either in whole or in part by the employer. In
most cases, this hospitalization insurance or death bene-
fit is a feature of a group health insurance plan which
also pays weekly sickness compensation. Although the
sickness payments questionnaire did not request any in-
formation on hospitalization insurance, employers of
8,699 workers volunteered information that Blue Cross
or Blue Shield was provided to employees, while 78,515
employees or 13.7 per cent of the total number of work-
ers covered were stated to be covered under sickness or
hospitalization insurance.

In connection with the 272,731 workers recorded as
receiving benefits under group health insurance or under
a combination of regular pay roll and group health insur-
ance, it is interesting to note that some 20,000 workers are
reported by their employers as eligible to receive in
addition to group health insurance benefits their regular
salary for an indefinite period; 11,365 as eligible to re-
ceive their regular salary until group health insurance
benefits start (usually 7 days); 2,620 eligible to receive
the difference between their regular salary and the in-
surance benefits; and 17,014 eligible to receive their
regular salary for a full month or less.
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Incidence of Cost.
The cost of providing sickness compensation to 58.6

per cent of workers receiving such compensation is borne
by the employer alone. Only 4.9 per cent of workers
are covered by plans which are entirely financed by the
employee, while 36.5 per cent of workers are covered
under plans where the cost is divided between employer
and employee (Table 9).

IDEUCE OF COST OF SICKNESS COMPENSATION PROGRAMS

CHART E
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Incidence of Cost by Major Industry Divisions.

Per Cent of Covered
Workers. Per Cent of

Workers
Employer and

Employer Employee Employee
1 bears Entire bears Entire share Cost.

Cost. Cost.

All industries 58.6 4.9 36.5
Service 91.2 1.5 7.3
Others ....... 89.1 6.1 4.8

Construction ...... 86.7 3.7 9.6
Wholesale and retail trade 78 6 2.5 18.9
Finance, insurance and real estate . 77.2 .2 22.6
Transportation, communication and 57.6 2.0 40.4

utilities.
Manufacturing 45.7 7.1 47.2

While more than half of all covered workers receive
sickness compensation without making any contribution
to its cost, there is a marked difference between the major
industry divisions with respect to the incidence of cost of
their sickness compensation programs. For example, more
than 90 per cent of the covered workers in the service
industries receive sickness compensation at no cost to
themselves, while this is true of only 45.7 per cent of
workers in manufacturing. It can also be noted that the
highest percentage of workers who contribute toward the
cost of their own sickness compensation is found in manu-
facturing, where almost half of the workers covered under
sickness compensation plans make some contribution to
the cost thereof. The high percentage of workers con-
tributing to their own sickness compensation which is ob-
served in the manufacturing industries is partly due to
the fact that more than a third of the covered workers in
such industries are covered under group health insurance
plans financed partly by the employer and partly by the
employee.

It can be observed that those industries in which the
smallest percentage of workers is covered by sickness com-
pensation (namely service, “others”, and construction)
are those in which relatively few workers make any con-
tribution to the cost of their sickness compensation.
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Incidence of Cost by Size of Establishment.

Per Cent of Covered
Workers. Per Cent of

Workers
Employer and

Employer Employee Employee
bears Entire bears Entire share Cost.

Coat. Cost.

All establishments ... 58.6 4.9 36.5
1-4 employees .... 96.6 .9 2.5
5-9 employees ... . 96.2 .2 3.6

10-19 employees ..... 91.9 .6 7.5
20-24 employees 91.5 1.8 6.7
25-49 employees 80.3 2.4 17.3
50-99 employees 68.5 4.3 27.2

100-249 employees . . . . . 62.0 4.9 33.1
250-499 employees ..... 59.9 6.4 33.7
500-999 employees 48.6 8.2 43.2

1,000 employees and over . . . 42.7 5.4 51.9

The preceding table indicates a clear relationship be-
tween the size of the employing establishment and the in-
cidence of cost. It is apparent that few covered workers
in the smallest employing establishments make any con-
tribution toward the cost of their sickness compensation.
With increasing size of establishment, there is a steady in-
crease in the percentage of workers contributing to the cost
of their coverage until more than 50 per cent of the workers
in establishments employing 1,000 or more employees
share the cost of their sickness compensation coverage
with their employers. It has previously been noted that
the percentage of workers covered under sickness com-
pensation plans increases steadily with increasing size of
establishment. Accordingly, it appears that the worker
in the large establishment has a greater chance ofreceiving
sickness payments for absences due to illness but that he
also is far more likely to contribute to the cost of these sick-
ness payments than is the worker in the small establish-
ment.
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Waiting Period.
Almost, a third of all covered workers are not required to

serve any waiting period before becoming eligible to re-
ceive sickness compensation while 58.8 per cent are re-
quired to serve a 7 or 8 day waiting period (Table 11).

In “Disability among Gainfully Occupied Persons,” 1 a
study made by the Social Security Board, it is stated that
the average annual days of disability per male person
amount to 7.5 days, and per gainfully employed female
person to 11.1 days. It is evident that the widespread use
of the 7 or 8 day waiting period is due to actuarial compu-
tations by the various insurance carriers seeking to insure
against losses due to disabling illness. The device of a
waiting period is intended to eliminate the drain which
the main body of minor illnesses would make on a health
insurance fund, in order to conserve the fund to care for
those cases where the illness is of more than casual
duration.

Of those workers covered by group health insurance
plans, approximately 90 per cent are required to serve a
7 or 8 day waiting period before becoming eligible to re-
ceive sickness compensation. It is sometimes provided
that a worker whose illness extends beyond a thirty-day
period is paid sickness compensation retroactively to the
date when such illness began.

Length of Waiting Period by Major Industry Divisions.
There is a wide variation between the major industrial

divisions in the length of the waiting period commonly
used. In manufacturing and in transportation, commu-
nication and utilities, less than 17 per cent of covered
workers receive sickness compensation without first serv-
ing a waiting period. In all other industrial divisions,
more than 75 per cent of the covered workers are not re-
quired to serve any waiting period.

1 “Disability Among Gainfully employed Persons,an Introduction to Disability Insurance
Statistics,” by I. S. Falk, Barkev S. Sanders and David Federman, Bureauof Research and
Statistics, Social Security Board, 1945.
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CHART F

PERCENTAGE DISTRIBUTION OF EMPLOYEES RECEIVING SICKNESS COMPENSATION
BY LENGTH OF WAITING PERIOD

AND BY MAJOR INDUSTRY DIVISION

ALL INDUSTRIES

OTHERS

SERVICE

FINANCE. INSURANT
AND REAL ESTATE

CONSTRUCTION

WHOLESALE AND RETAIL THAI
TRANSPORTATION, COMMUNICATIOI

AND UTILITIES

MANUFACTURING

No
[Waiting Period llii 1-6 Days 7 Days and over

This variation in length of waiting period is partly
due to the variation between industries with respect to
the type of plan used to furnish sickness compensation.
In the industrial divisions where most commonly no
waiting period is required, employing establishments
generally use their regular pay roll as the medium for
providing sickness payments. In those industries where
a 7 or 8 day waiting period is usually required (namely,
manufacturing and transportation, communication and
utilities) 84.3 per cent and 50.5 per cent, respectively, of
covered wr orkers are protected by group health insurance
or by benefit society plans, either alone, in combination
with the regular pay roll, or in combination with each
other.
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Length 'of Waiting Period by Size of Establishment.
Analysis of the data indicates a strong correlation

between the size of the employing establishment and the
length of the waiting period (Table 12). In the smallest
establishments, employing less than 5 workers, more
than 95 per cent of those workers receiving sickness com-
pensation do so without serving any waiting period. The
percentage of workers serving no waiting period falls
steadily as the employing establishment increases in
size until only 12.8 per cent of covered workers in the
largest establishments (employing 1,000 or more workers)
receive sickness payments without first serving a waiting
period. More than three quarters of the covered workers
in the largest establishments wait 7 or 8 days before
becoming eligible to receive sickness payments, while
only 3.4 per cent of employees serve a 7 or 8 day waiting
period in establishments employing less than 5 individuals.

This variation in length of waiting period by size of
establishment can be largely explained in terms of the
type of plan chosen to provide sickness compensation.
In establishments employing less than 25 workers,
between 83 per cent and 93 per cent of covered workers
are compensated for illness through the regular pay roll.
With increasing size in the employing establishment, more
formal group health insurance plans or benefit society
plans rather than the regular pay roll are used. For
example, in establishments employing 500 to 999 individ-
uals, less than 20 per cent of the covered workers receive
sickness compensation through the regular pay roll,
while the remainder are furnished compensation under
group health insurance plans, mutual benefit societies,
or a combination of each with the regular pay roll or with
each other.
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CHART G

PERCENTAGE DISTRIBUTION OF EMPLOYEES RECEIVING SICKNESS COMPENSATION

AND BY SIZE 01* ESTABLISHMENT

All

1 - I* Emp

5-s

10 -19

20 - 2h

1)9

$0 - 99

100 - 21*9

250- 1*99
500 - 999

1000 Emp. and over

No
[waiting Period 1-6 Days 7 Days and over

It is difficult to analyze length of waiting period by
incidence of cost without at the same time considering the
type of plan used to furnish sickness compensation.
Where the employer bears the entire cost through his
regular pay roll, only 22.4 per cent of covered workers
serve a waiting period. On the other hand, 97.3 per cent
serve a waiting period in establishments where the em-
ployer again bears the entire cost but chooses to do so
by means of group health insurance.

LENGTH OF WAITING PERIOD

Length of Waiting Period by Incidence of Cost and by Type
of Coverage.
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CHART H

MPENSATIONlON OF EMPLOYEES RECE'AGPERCH
BY LENGTH OF WAITING PERIOD
AND BY INCIDENCE OF COST

No Waiting Ffcriod I- 6 Days VA 7 Days and over

Even where employer and employee share the financing
of group health insurance, 98.7 per cent of workers serve
a waiting period. It therefore appears that it is largely
the type of plan used to furnish sickness compensation
rather than the incidence of cost which determines the
length of the waiting period (Table 13).

More than 60 per cent of all workers receiving sickness
compensation are covered by group health insurance,
benefit societies or a combination of either with the
regular pay roll or with each other. For the most part,
these group health insurance plans require a 7 or 8 day
waiting period, which largely accounts for the fact that
all but 32.3 per cent of all covered workers serve a waiting
period before becoming eligible to receive sickness benefits.
The influence of the group health insurance plans (which
have developed largely within the last 10 years) is proba-
bly to be seen in the case of the 17.2 per cent of workers
who are employed in establishments where sickness com-
pensation is paid from the regular pay roll but who are
required by their employers to serve a 7 or 8 day waiting
period.
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CHART I

PERCENTAGE DISTRIBUTION OF EMPLOYEES RECEIVING SICKNESS COMPENSATION

AND BY TYPE OF COVERAGE

ALL

REGULAR PAYROLL ONLY

GROUP HEALTH INSURANCE
ALONE

IN CONS(NAT lON WITH PAYROLL PAYMENTS

IN COMBINATION WITH BENEFIT SOCIETY PAYN

BENEFIT SOCIETY
ALONE

IN COMBINATION WITH PAYROLL PAYMENTS

IN COMBINATION WITH GROUP HEALTH INSURANT

Hill I- (> OATS 7 DAYS andNO WAIT INC RIOO

It therefore appears that the length of waiting period
is probably correlated most closely with the type of plan
chosen to furnish sickness compensation. Since the type
of plan chosen has been observed to be related to both the
industrial activity and the size of the employing estab-
lishment, there is also definite correlation between the
length of the waiting period and the industrial classifica-
tion and size of the employing establishment.

Because many employers set no predetermined period
for which they would continue to compensate an absent
employee, it is difficult to give a precise length to the dura-
tion of sickness payments allowable.

It should be noted that duration of payments is con-
siderably cut down in short illnesses in cases where the

LENGTH OF WAITING P

Duration of Sickness Compensation.
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worker is first required to serve a waiting period before
becoming eligible to collect sickness compensation. More
than 14 per cent of all covered workers are employed in
establishments where the employer does not prescribe in
advance any rules limiting duration, but reserves the
right to determine each case on its individual merits.
Such employers are frequently governed by consideration
of length of service and often use the adjectives “deserv-
ing”, “faithful”, “loyal”, to illustrate the basis for their
varying determinations of duration of sickness payments.

The employers of 4.4 per cent of covered workers report
no limit on duration, yet since a third of the workers in
this class are found in establishments with less than 20
employees, it is probable that the employer in some cases
could not finance sickness payments for more than a
limited period.

Almost half of all covered workers are employed in es-
tablishments which grant a single flat or specified dura-
tion of payments to all of their covered workers. Only in
the case of these workers can the duration of benefits ac-
tually allowable be known with certainty. The main
difficulty in any discussion of duration in precise terms,
therefore, lies in the consideration of the 34 per cent of
covered individuals working in establishments in which
duration varies among different groups of employees. For
example, where an employer reported a minimum allow-
able duration of 2 weeks and a maximum of 13 weeks, no
information was obtained as to the number of workers ac-
tually entitled to each of the various durations between
2 weeks and 13 weeks. Length of service is probably the
main determinant ofactual duration in these cases. With-
out information on the seniority distribution of workers
in these establishments, it cannot be known how many
workers enjoy each of the allowable durations between the
limits of maximum and minimum. What does result from
an analysis of the available information on duration,
therefore, is a set of limits showing the maximum and
minimum percentages of workers who coidd receive sick-
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ness compensation for not less than one of a number of
varying periods. These limits are summarized as follows:

i

More than More than More th;
Weeks. ! 13 We

Minimum per cent of covered workers entitled
dicated allowable duration.

13in- 54 41

Maximum per cent of covered workerssome of
might be entitled to indicated allowable dun

horn 83 40.

It is evident from a study of the total column of Table 14
that 11 to 13 weeks is the most common duration of bene-
fits with 27.3 per cent of all covered workers receiving a
flat duration of 11 to 13 weeks, while some portion of an
additional 27.7 per cent of covered workers are found in
establishments with varying durations where the maxi-
mum exceeds 10 weeks and a further 14.1 per cent of such
workers are employed in establishments where the em-
ployer sets the duration in accordance with the merits of
each case. The concentration about this duration is
largely due to the influence of group health insurance
plans where a duration of 13 weeks has commonly been
set up for reasons of actuarial significance. (However,
there are group health insurance policies which provide
for a duration of more than 13 weeks.) Altogether be-
tween 13.9 per cent and 40.1 per cent of all covered
workers are eligible to receive sickness compensation for
a period of more than 13 weeks.

It is also evident from Table 14 that at least 6.3 per
cent of all covered workers are limited to a duration of
less than 3 weeks in addition to some portion of the 28.1
per cent of covered workers who are employed in estab-
lishments where the minimum duration of benefits granted
is one to two weeks, and some further portion of the 14.1
per cent of covered workers for whom duration is set by
the employer in accordance with the merits of each indi-
vidual case.

The variation in duration of sickness payments is wide-
spread and again some pattern can be seen by analyzing-
duration of payments with reference to industrial activity,
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to size of establishment, to incidence of cost and type of
coverage.

Duration of Payments by Industrial Activity.

An analysis of duration of sickness compensation with
reference to industrial activity demonstrates that the fi-
nance, insurance and real estate division, which has the
highest percentage of covered workers, also leads in dura-
tion of payments, with 25.2 per cent receiving payments
for an unlimited period as compared with the 4.4 per cent
of all covered workers favored with unlimited duration.
An additional 34.2 per cent of workers in this industrial
division receive payments for an indefinite duration at the
employer’s discretion (where the employer is often guided
by considerations of the employee’s length of service, the
employee’s loyalty, etc. (Table 14).

The construction industry, which has the lowest per-
centage of covered workers, has one of the largest per-
centages of workers receiving benefits for a duration at the
employer’s judgment. Here alone is duration figured on
length of service important, with 32.6 per cent of all cov-
ered workers in the construction industry receiving bene-
fits for a duration based on their individual lengths of
service. Both the small percentage of coverage in the
construction industry and the importance given to length
of service reflect the conditions of high turnover and ir-
regular employment in this industrial division.

In the manufacturing division, the 11 to 13 week dura-
tion of payments is most common, with at least 37.7 per
cent of all covered workers receiving this duration, in
addition to some portion of the additional 33.3 per cent of
covered workers in establishments where the maximum
allowable duration is 11 weeks or longer and some further
portion of the 5.8 per cent of workers in this division whose
employers set the duration at their own discretion. The
prevalence of the 11 to 13 week duration is largely due to
the fact that almost 85 per cent of all covered workers in
manufacturing are under group health insurance plans,
benefit societies, or a combination of each with the other
or with the regular pay roll. The use of an indefinite
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duration set by the employer according to the merits of
each worker is infrequent in manufacturing.

In wholesale and retail trade, there is more reliance on
the use of an unspecified duration at the will of the em-
ployer than is found in manufacturing. This reliance is
probably due in part to the many small establishments
in this division and the consequent use of the regular pay
roll rather than group health insurance. However, at
least 23.1 per cent of the covered workers in this industrial
division are subject to an 11 to 13 week duration, while at
least 8.1 per cent receive payments for more than 13
weeks.

While workers in finance, insurance and real estate have
the best chance to receive benefits for an unlimited dura-
tion, workers in manufacturing and in transportation,
communication and utilities are most assured of payments
for a period of at least 11 weeks.

A consideration of the industrial divisions with refer-
ence to those workers who are most subject to a short
duration of payments indicates that workers in the serv-
ice and “others” divisions have most likelihood of being
limited to a duration of less than three weeks, with workers
in wholesale and retail trade next most subject to a short
duration. The following table indicates that between
6.4 per cent and 45.9 per cent of all covered workers are
covered for less than three weeks, while roughly, 20 per
cent to 70 per cent of all workers in the service and
“others” divisions are limited to this short duration.

Minimum Per Cent Maximum Per Cent
of Workers receiving of Workers receiving
Payments for Less Payments for Less
than Three Weeks. than Three Weeks.

All industries 6.4 45.9
Service 26.0 71.1
Others 21.5 72.8
Wholesale and retail trade ... 13.5 57.9
Manufacturing 2.6 39 3
Transportation, communication and utili- 1.7 34.5

ties.
Finance, insurance and real estate . 6.9 54.4
Construction 5.4 59 4
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An analysis of duration of sickness compensation by
size of establishment indicates a curious split in probabili-
ties. An employee in the smaller establishments appar-
ently has the most chance of receiving sickness benefits
for an unlimited duration or for a duration set by the
employer in accordance with the merits of each individual
case. He also has the most chance of being restricted to
a period of less than three weeks, as the following abstract
from Table 15 shows:

Duration by Size of Establishment.

I Per Cent Minimum Maximum
I Per Cent of Covered Per Cent Per Cent

of Covered Workers of Covered of Covered J
Workers receiving Workers Workers

receiving Payments receiving receiving
Unlimited for Indefinite Payments Payments
Duration. Period set by for Less than for Less than]

Employer. Three Weeks. Three Weeks.

All establishments 4.4 10.1 6.4 45.9

1-4 employees . . .
• 9.2 29.7 23.8 73.7

5-9 employees .... 11-3 29.9 24.7 74.3

10-19 employees . . • . 9.7 29.3 19.4 68.8

20-24 employees >
. • 13.6 27.8 16.2 65.8

1,000 employees and over . 3.6 5.2 1.7 35.6
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These contrary trends can be explained by the small
employer’s often greater personal interest in his em-
ployees, which may lead him to extend payments as long
as he can; the small employer, however, is often finan-
cially unable to carry the ailing employee indefinitely and
may be forced to drop him from the pay roll after a short
time.

Per Cent of Covered Per Cent of Covered
Workers receiving Workers receivinREC

Payments for Duration j Payments for Duration
of 11 Weeks or More, j of 14 Weeks or More.

i Minimum. Maximum. I Minimum. Maximum.

All 41.3 83.0 13.9 40.1
1-4 employees 13.3 57.6 11.1 53.4
5-9 employees . . 17.0 61.5 13.1 56.0

10-19 employees . . 23.8 68.7 13.1 55.9
20-24 employees . . . 25.1 68.7 17.0 58.4
25-49 employees . . 34.0 73.8 12.9 46.7
50-99 employees . . . 41.3 79.1 7.3 33.3

100-249 employees . . . 49.4 86.7 7.7 28.9
250-499 employees . . . 41.6 85.8 5.7 28.0
500-999 employees . . . 44.0 85.4 12.9 30.4
1,000 employees and over . . 47.6 89.5 19.0 42.7

In the foregoing table, the “minimum” per cent repre-
sents only those workers definitely reported as being cov-
ered for the number of weeks indicated; the “maximum”
per cent also includes workers covered for an “unlimited”
period or for periods varying at the employer’s discretion,
and all workers employed in establishments where some
workers are known to be covered for the period indicated
but their number cannot be determined.

In the larger establishments, while there is less likeli-
hood of payments being cut off in less than 3 weeks, there
is also less likelihood of payments being unlimited or
limited only by the employer’s discretion. It is more
usual to find in the larger establishments a definite
written plan set up, with rules being made on specific
durations either by the employer or by an insurance car-
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rier. Accordingly, it is found that 13 weeks is the most
common flat or maximum duration in the larger estab-
lishments, due to the increasing formalization of plan with
increasing size of establishment. The percentage of
workers receiving benefits for a duration of 11 weeks or
more increases with the size of establishment, as the pre-
ceding table indicates.

The table also indicates that workers in establishments
employing less than 50 individuals or 1,000 or more are
more likely to receive benefits for 14 weeks or longer than
workers in establishments employing 50 to 999.

Duration by Incidence of Cost and by Type of Coverage.

Per Cent of Covered Workers
receiving Durations not less

THAN THOSE SPECIFIED BELOW.

UNDER 11 WEEKS 14 WEEKS
3 WEEKS. OR MORE, OR MORE.

Mini- | Maxi- Mini- Maxi- Mini- Maxi-
mum. j mum. mum. mum. mum. mum.

All plans 6.4 45.9 41.3 83.0 13.9 40.1
Regular pay roll . 16.3 65.5 15.3 68.0 10.4 60.9
Group health insurance .0' 33.4 58.2 97.5 6.1 13.3
Pay roll and group health insurance .4 40.6 47.0 87.7 14.9 39.9
Benefit society 3 26.5 62.1 77.6 43.9 52.2
Group health insurance and benefit so- - 66.6 29.2 88.4 1.4 48.5ciety.
Benefit society and regular pay roll .

- - 100.0 100.0 100 0 100.0

See page 75 for explanation of “minimum” and “maximum” per cents.
1 Less than .05%.

An analysis of duration of sickness compensation indi-
cates that duration does not vary with incidence of cost
(that is, in accordance with whether or not the employer,
the employee, or both, finance the payments) but rather
with the type of coverage used (regular pay roll, group
health insurance, etc.). The type of plan used has been
observed to bear a relation to incidence of cost.

For some 42.6 per cent of all workers covered under
regular pay roll plans, the employers declared duration to
be set more or less in accordance with their judgment of
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each individual case. Of workers in this category, 7.3 per
cent were reported as receiving unlimited duration and
25.5 per cent a duration at the employer’s discretion. The
employers of the remaining 9.8 per cent set duration in
accordance with considerations of the employee’s length
of service or a policy of continuing payments for the dura-
tion of a short illness.

While more than 40 per cent of the workers compensated
under regular pay roll plans are thus dependent on the
employer’s judgment of an appropriate duration for each
worker, between 16.3 per cent and 65.5 per cent of the
workers covered through the regular pay roll receive pay-
ments for less than 3 weeks while an approximately equal
number of workers (between 15.3 per cent and 68.0 per
cent) are compensated for more than 10 weeks and 10.4
per cent to 60.9 per cent for more than 13 weeks. There-
fore, workers under regular pay roll plans are subject to
the split in probabilities already noted in the case of small
establishments; that is, they have more chance of being
compensated for either relatively short or relatively long
periods than workers under group health insurance plans
or benefit societies, and somewhat less assurance of an 11
to 13 week duration.

The durations in use under group health insurance
plans contrast sharply with the durations noted above for
regular pay roll plans. Under group health insurance only
3.1 per cent of covered workers are subject to a duration
set by the employer while between 58.2 per cent and 97.5
per cent may receive benefits for more than 10 weeks and
6.1 per cent to 13.3 per cent for more than 13 weeks. Ac-
cordingly, while few workers covered by group health in-
surance enjoy unlimited duration of benefits, well over
half of them are assured of a definite duration of at least
11 weeks.

Benefit societies offer a slightly longer duration than
group health insurance in many cases with 43.9 per cent
to 52.2 per cent of the workers covered by such societies
receiving sick benefits for 14 weeks or over, as contrasted
to the 6.1 per cent to 13.3 per cent of covered workers
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assured of a duration of 14 weeks or more under group
health insurance.

Where a combination of regular pay roll and group
health insurance is used, a smaller percentage of workers
so covered is assured of an 11-week duration than in the
case of group health insurance alone but a somewhat
larger percentage receives sickness compensation for 14
weeks or longer.

Where a benefit society and group health insurance
plan are combined, it is difficult to ascertain probable
durations except within extremely wide limits. It can
only be said that somewhere between 29.2 per cent and
88.4 per cent of the workers so covered receive benefits for
11 weeks or more.

Amount of Weekly Sickness Compensation

Payment.

Minimum Per Cent Maximum Per Cent
Amount of Weekly Benefit. of Workers receiving of Workers receiving

Amount designated. Amount designated.

Full salary 34.4 37.6
One half or two thirds salary 4.9 8.1

$ll.OO and over 24.9 49.1
16.00 and over 10.5 31.3
21.00 and over ...... 2.2 19.9
26.00 and over 1.3 12.8
31.00 and over

...... 1.1 9.4
36.00 and over 1.1 7.6

Here agaimas in the analysis on duration of payments,
it is difficult to be precise on the number of workers re-
ceiving any designated weekly amount because of the
fact that many employers put into effect a sliding scale of
benefits whereby the amount of weekly payment is often
determined by the sex, the amount of earnings or the
length of service of the recipient. Approximately two
thirds of covered workers are employed in establishments
where all workers are paid either the same amount or the
amount of their full salary. The remaining one third are
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employed in establishments where varying amounts of
weekly sickness compensation are paid.

It can be noted that more than a third (between 34.4
per cent and 37.6 per cent of all covered workers receive
sickness compensation at the rate of their full salaries;
between 10.5 per cent and 31.3 per cent receive amounts
in excess of 116; and 2.2 per cent to 19.9 per cent receive
121 and over.

It would appear therefore that more than half of all
covered workers are assured of either their full salary or
$l6 a week.

Amount of Weekly Benefit by Major Industry Divisions.
Significant variations exist between the major industry

divisions with respect to the amounts of weekly benefit
most commonly paid. In the manufacturing division,
comparatively few workers are paid their full salary for
absence, while somewhere between 40.3 per cent and 68.8
per cent receive less than $l6 weekly. A comparison of
the scale of benefits in use in manufacturing with those in
other industries indicates that covered workers in manu-
facturing receive lower rates than workers in other
branches of industrial activity.

The use of the full salary as a weekly benefit is most
commonly found in the service, “others,” and construc-
tion industries, where sickness compensation is less often
paid than in the other industrial divisions. Approximately
75 per cent to 85 per cent of all workers in these other
industries who do receive any sickness compensation at
all receive their full salary. More than 60 per cent of all
workers in finance, insurance and real estate and in whole-
sale and retail trade receive their full salaries, while more
than 45 per cent of the covered workers in transportation,
communication and utilities are similarly fortunate.
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Amount of Weekly Benefit hy Size of Establishment.
The amount of weekly sickness payment is observed to

vanr systematically with the size of the establishment.
In the very smallest establishments (employing less than
5 individuals) almost 90 per cent of covered workers re-
ceive their full salary when absent due to illness. With
increasing size of establishment there is a steady decline
in the per cent of workers granted their full salary, until
less than 20 per cent of covered workers in establishments
employing more than 500 receive their full salary.

It also appears that the per cent of workers receiving
less than $ll weekly increases with increasing size of es-
tablishment until at least 20.4 per cent are found to re-
ceive less than $ll in establishments with 250 to 499
employees, as contrasted to the less than 3 per cent re-
ceiving this amount in establishments with fewer than 5
employees. It can be observed that in establishments
employing up to 24 workers no amount of weekly benefit
other than the full salary is in much use.

Although, with increasing size of establishment, the
probability that some form of sickness compensation will
be paid increases markedly, it is clear that the amount of
the weekly benefit payment tends to grow smaller.
Workers in the smaller establishments who are covered
under sickness compensation plans have an excellent
chance of receiving their full salaries without deduction,
while less than 20 per cent of the workers in the largest
establishments would receive their full salaries as sickness
compensation.

Amount of Weekly Benefit by Type of Coverage
Although a third of all covered workers receive sickness

compensation at the rate of their regular salaries, more
than 85 per cent of those workers who are covered under
regular pay roll plans are paid their full salary. This is
in sharp contrast to the experience of the almost equal
number of workers covered under group health insurance
plans, where less than 2 per cent receive benefits at their
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full salary rate. Under benefit societies, the use of the full
salary benefit is almost uncommon (Table 19).

Under group health insurance plans, weekly benefits are
comparatively low, with at least 14.9 per cent of workers
covered under such plans receiving less than $ll weekly,
in addition to some portion of a further 31.1 per cent of
workers under such plans in establishments where the
minimum weekly benefit is under $ll. Weekly payments
of less than $2l are received by at least 55.9 per cent of
workers covered under group health insurance, in addition
to some portion of a further 32.6 per cent of workers in
establishments where the minimum weekly benefit amount
is less than $2l.

Benefit societies (which cover only 10.3 per cent of the
covered workers) show a heavy concentration about low
amounts of weekly benefits, with at least 38.7 per cent of
the members of such societies receiving less than $ll
weekly. At least another third of such members receive
$l6 to $20.99 weekly.

The various combinations of pay roll with group health
insurance or pay roll with benefit society result in weekly
amounts that appear closer to the low scale of payments
prevalent under group health insurance or benefit societies
than to the customary use of the full salary under regular
pay roll plans.
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9

Amount of Weekly Benefit hy Incidence of Cost.
An examination of Table 20 indicates that the incidence

of cost has an indirect influence on the amount of weekly
benefit, because of the close correlation which it bears
with the type of plan used. For example, where the
employer bears the entire cost of sickness compensation,
two thirds of the covered workers are under regular pay
roll plans and one third under group health insurance;
where employer and employee share the cost, group
health insurance or benefit societies are used, either alone
or in combination with the regular pay roll. Therefore,
the incidence of cost working through the various types
of plans chosen to furnish coverage is an influence in de-
termining the amount of weekly payment.

Additional Weekly Benefits.

In some cases information is volunteered by the re-
sponding establishment that benefits are paid in addition
to the regular sickness compensation in use. For example,
21,053 of the 216,694 workers compensated from the
regular pay roll, or almost 10 per cent, receive additional
weeks at part salary after they have exhausted the
stipulated number of weeks at full salary.

Approximately 11,400 of the 281,583 workers under
group health insurance plans, or under group health in-
surance in combination with other plans, receive their full
salary while completing the customary waiting period
before group health insurance payments start; 17,014
of the 281,583 receive their full salary for a month or less,
in addition to group health payments, while 2,695 (or less
than 1 per cent) receive the difference between their full
salary and the insurance payments; 72,936 (or 20.8 per
cent) of the total number of workers covered under group
health insurance, benefit societies or combinations of these
enjoy hospitalization benefits in addition to weekly sick-
ness payments; 10,143 additional workers under regular
pay roll plans are reported to receive Blue Cross, Blue
Shield or other hospitalization insurance, paid either in
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part or in full by the employing establishment. Since the
questionnaire did not request information on hospitaliza-
tion, it is impossible to say how many more workers are
covered under Blue Cross, Blue Shield or other hospitaliza-
tion insurance.

An analysis of these additional benefits by major in-
dustry divisions indicates that most of the workers re-
ceiving sickness or hospitalization insurance are in the
manufacturing division, where such benefits are a feature
of the group health insurance plans so much in use in this
division. In addition to the weekly group health insur-
ance payments, 26,517 (or 12.3 per cent) of the 214,573
workers receiving such payments in manufacturing receive
their regular salary for a week, a month, or some indefinite
period, or until the waiting period required under the
group health insurance plan has been completed. Of the
grand total of 574,487 covered workers, 52,437 (or 9.1 per
cent) receive such pay roll payments in addition to group
health insurance benefits.
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A study of information furnished by manufacturers of
textiles, the most important major industry group in the
Commonwealth from the viewpoint of the number of
workers employed, indicates a considerably greater
prevalence of sickness compensation plans than is the
average for all industries combined. Of the 659 textile
manufacturing establishments to which questionnaires
were mailed, 537 replied. These responding establish-
ments represented 105,641 employees or 93 per cent of
the total number of workers employed in textile manu-
facturing.

Onty 12.5 per cent of the workers represented in the
responding textile establishments are employed in plants
where no workers receive sickness compensation, while
37 per cent are employed in plants where all workers are
covered under some plan; the remaining 50.5 per cent
are found in plants where some but not all employees
receive coverage. In contrast to the average of 65.8 per
cent for all workers in manufacturing industries, 85.6
per cent of workers in the cotton textile industries and
88.1 per cent of those in woolen textiles are covered under
some sickness compensation program.

Analysis of Selected Industries.
Textile Industry.

Incidence Tvpp n , c.,,,... Waiting
or Cost. I ype op coverage. Period.

Per Cent
of Total p p , I PER CENT OF WORKERSNumber ( , covered by r> aof Workers of workers cover d by PerCent
Covered. [°r hom i o{ Workers

Employer * completing
bears En- Regular HHP 7-8 Days,
tire Cost. Pay Roll. In

“

e.

All manufacturing

All textiles
45.7 15.6 55.3 76.8
76.9 5.5 89.6 93.0

65.8

80.8 5.5 89.6 93.0

95.1 i 8.1 90.9 93.185.6Cotton
Woolen 88.1 67.0 1.9 93.1 | 95.2

The high percentage of coverage in the textile indus-
tries is due, at least in part, to arrangements between
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employers and unions. Of 72 responding cotton textile
plants in Massachusetts employing 31,678 workers, 35
plants cover all workers, 18 plants furnish partial coverage
and 19 plants cover none of their workers. The pre-
ceding table indicates that almost all of the workers in
cotton textiles receive sickness compensation without con-
tributing to its cost.

Of the 124 responding woolen textile establishments,
employing 45,500 employees, 56 furnish no sickness com-
pensation coverage and 34 cover all workers, while 32
plants furnish partial coverage. The woolen textile es-
tablishments furnishing no sickness compensation are
typically small, as is demonstrated by the fact that
88.1 per cent of all workers in woolen textile plants do
receive sickness compensation and can thus be compared
with workers in the most favored industrial division
finance, insurance and real estate.

Duration of Weekly Benefits.

Per Cent of Wc
ECEIVING BeNEFD

More than More than More than
10 Weeks. 13 Weeks. 16 Weeks.

All manufacturing 50.3-89.3 13.8-28.2 4.9-18.9

All textiles 37.1-91.4 1.5-15.5 1.5-15.5
Cotton 32.3-95.4 2.3-2.5 2.3-2.5
Woolen 36.2-92.2 .1-27.9 .1-27.9

It can be observed that almost 90 per cent of the
covered workers in the textile industry are insured under
group health insurance plans, and that the employer
typically bears the entire cost without contribution by
the employees. Accordingly, the 7-day or longer waiting
period is in almost universal use. The 13-week duration
is the one most generally found throughout the textile
industry, although it is more common in cotton textile
manufacturing than in woolen textiles.
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Amount of Weekly Benefit

Per Cent of Workers receiv

Full Up to $l6 and $26 and515.99. Over. Over.Salary,

All manufacturing . 12.9-14.0 40.3-68.8 12.3-40.9 .4-13.9
All textiles 3.3 42.4-66.8 27.1-43.7 .2-1.2

Cotton 1.6 43.5-93.8 3.4-56.1 0-1.2
Woolen 2.7 29.2-31.3 42.4-44.6 0-1.2

It also appears that a weekly benefit amount of less
than $l6 is more common in cotton textiles than in
woolen textiles where benefits appear somewhat higher.
Under the group health insurance plans used by the
textile industries Tinder union contracts, the average
weekly payment was formerly $10.50. As union contracts
are renegotiated, these weekly payments are being raised
to provide a $12.50 weekly benefit for female workers and
a $l5 weekly benefit for male workers. Very few workers
in the textile industry receive their full salary as a benefit
amount, in contrast to the more than a third of all covered
workers.

Weekly benefit amounts are commonly under $l6 in
cotton textile mills. In woolen mills a larger percentage
of workers receives $l6 to $25.99 than is true of the
manufacturing division as a whole. Relatively few
employees in the textile industries receive their full
salary, or any amounts over $26; accordingly, the rate
per covered wT orker in textile manufacturing is probably
less than that received by the average worker in all
industrial divisions combined.

Electrical Machinery and Equipment.
In the electrical machinery and equipment industry,

one of the largest in the Commonwealth, 77.8 per cent
of the 60,195 workers in the 158 responding establish-
ments are eligible to receive sickness compensation, as
compared to the 65.8 per cent of covered workers in all
manufacturing industries combined. This high per-
centage of protected workers is largely accounted for
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by 24 of the 53 responding establishments in the business
of manufacturing electrical equipment for industrial use
who grant sickness compensation to their employees,
with the result that 86.1 per cent of the workers in this
industry are so covered, in contrast to 63.6 per cent
of workers in communication equipment and related
products.

Number of Total Number of Per Cent of
Establish- Number of Employees Employees

ments. Employees. | covered. covered.

All manufacturing . 6,412 484,094 318,456 65.8
Electrical machinery 158 60,195 46,828 77.8

Electrical equipment for indus- 53 32,703 28,167 86.1
trial use.

Communication equipmentand 81 19,551 12,439 63.6
related products.

Only 7.5 per cent of the workers in electrical machinery
are employed in establishments where no sickness com-
pensation is paid, as contrasted to the 24.2 per cent of
workers employed in such establishments in all industries
combined. The large-scale establishment prevails in this
industry and is undoubtedly an influence leading to the
greater degree of coverage under sickness compensation
programs. A smaller size of establishment is usual in
communication equipment and related products, which
partly explains the marked difference in coverage between
these two branches of the electrical machinery industry.

Inci- Type of Plan used. Waiting Period,
dence

of Cost.
PER CENT

| PER CENT OF WORKERS OF WORKERS
Per Per covered by covered by

Cent of Cent of
Workers Workers
covered.! where r< - 0nfover Healtfi Benefit Days’Hr

S
e

Kol ‘- aneT SOdety '
Cost. !

All manufactur- 65.8 45.7 15.7 55.2 15.8 76.8 13.3
ing.

Electrical equipment 86.1 8.6 6.6 6.8 62.0 91.8 8.1
for industrial use.

Communication equip- 63.6 i 40.1 36.4 52.6 5.4 73.7 26.1
ment and related
products.
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A considerable difference exists between the two main
branches of the electrical machinery industry with refer-
ence both to incidence of cost and the type of plan used
to provide coverage. In the manufacture of electrical
equipment for industrial use, more than 90 per cent of
covered workers share the cost of sickness compensation
with their employers, in contrast to less than 60 per cent
in the manufacture of communication equipment. Con-
sequently, the regular pay roll is seldom used to finance
sickness payments in the former industry, while more
than a third of all covered workers in communication
equipment come under regular pay-roll plans. Electrical
equipment also stands out from other manufacturing
industries because of the importance which the benefit
society has in this industry, with 60 per cent of covered
workers holding membership in benefit societies paying
sickness compensation. ,

Because of this divergence between the two industries
in the type of plan used to provide sickness compensation,
a similar divergence exists in the duration and amounts of
weekly benefit customary in the two industries. More
than 25 per cent of workers in communication equipment,
with its greater use of regular pay-roll plans, serve no
waiting period, in contrast to the almost universal re-
quirement of a 7 or 8 day waiting period in electrical
equipment.

Duration of Weekly Benefits.

Per Cent of Wc
RECEIVING BeNEFH |R

More than More than More thar
10 Weeks. 13 Weeks. 16 Weeks.

All manufacturing 50.3-89.3 13.8-28.2 4.9-18.9

Electrical equipment for industrial use . . 90.2-92.6 84.8-85
Communication equipment and related prod- 41.2-80.8 1.0-28.8 1.0-

ucts,

Most workers in electrical equipment for industrial use
are granted benefits for a 14 to 16 week duration, as
compared to the general use of the 13-week duration in
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communication equipment. The use of the 14 to 16 week
duration is generally due to the popularity of benefit
societies in the electrical equipment industry, and is also
a feature of the group health insurance plans in use in this
industry.

Amount of Weekly Benefits.

Pi Cent of Workers recei

>26 and
Over.

Full Up
Sl5.

All manufacturing 12.9-14.0 40.3-68.8 12.3-40.9 .4-13.9
Electrical equipment for indus- 5.7 3.9- 5.7 87.6-89.4 .2- 4.2

trial us
Communication equipment and 28.0 20.6-69.9 2.1-51.4 0-40.0

related products.

A comparison of weekly benefit amounts in the two in-
dustries indicates a more general use of the full salary in
communication equipment than in electrical equipment
or in all manufacturing industries combined. However,
those workers in communication equipment who do not
receive their full salary do receive benefits on a lower scale
than workers in electrical equipment. In addition to the
approximately 6 per cent who receive their full salary,
almost 90 per cent of covered workers in electrical equip-
ment receive weekly benefits of over $l6, faring some-
what better than workers in all manufacturing industries
combined.

Leather Processing and Footwear.
An analysis of sickness compensation in the leather and

leather products industry group (the second most impor-
tant pre-war industry in Massachusetts) indicates an
interesting variation in coverage between leather process-
ing industries and shoe manufacturing. While 76.1 per
cent of workers engaged in leather processing in 148 re-
sponding establishments come under some sickness com-
pensation plan, only 48 per cent of the workers in 179
responding shoe manufacturing plants receive any pro-
tection against loss of earnings due to illness.
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*

In. Type of Coverac

=
S j Workers Qroup per

lEraployer Regular Health Healf h Cent c
Entire K

Pay Roll. 7-8 Da:
i fi | i jj

Ail manufacturing 65.8 45.7 15.7 55.2 9.2 76.8
ther processing . . | 76.1 58.1 i 13.9 j 48.0 31.5 jj 58.5
twear (except rubber) j 48.0 66.0 ! 12.6 1 60.7 9.0 j 78.3

In both shoe manufacturing and leather processing,
group health insurance, either alone or in combination
with the regular pay roll, is used to provide sickness
compensation to more than 70 per cent of the covered
workers. The combination of pay roll and group health
insurance is relatively more popular in leather processing
than in shoe manufacturing, with almost a third of the
workers in responding establishments in leather process-
ing covered by this combination.

Duration of Weekly Benefits.
Per Cent of Workers

receiving Benefits for

More than | More than More than
10 Weeks, j 13 Weeks. 16 Weeks.

All manufacturing 50.3-89.3 13.8-28.2 4,9-18.9

Leather processing 48.6-96.6 | 0-32.1 j 0-31.6
Footwear (except rubber)

.....
51.4-84.6 0-2.0 0-.3

Due to the use of group health insurance in leather and
leather products manufacturing, more than 65 per cent
of covered workers complete a 7-day or longer waiting
period before becoming eligible to receive sickness com-
pensation, while the usual duration is 11 to 13 weeks.
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An examination of the amounts of weekly benefit pay-
ments in use in both leather products and shoe manu-
facturing indicates a general use of weekly payments of
less than $l6, with a somewhat higher percentage of
workers in shoe manufacturing than in leather processing
limited to this amount. Workers in shoe manufacturing
have about the same expectation of receiving their full
salary while ill as do workers in all manufacturing indus-
tries combined. The payment of full salary in leather
processing is quite infrequent, but more than a third of
all workers in this branch of the industry do receive a
minimum of $l6 weekly. It accordingly appears that
weekly sickness payments in leather and leather products
are somewhat lower than in manufacturing generally.

Apparel Industry.

In the 795 responding establishments in the apparel in-
dustry, 27,213 workers are employed, of which 52 per cent
(or 14,418) do not receive any compensation for absence
due to illness. A wide variation in coverage exists be-
tween different branches of the apparel industry, with
only 31.5 per cent of workers in women’s and misses’
outerwear covered by sickness compensation plans, as
compared with 74.9 per cent of workers in men’s and
boys’ suits, coats and overcoats.

Although the questionnaire contained no question on
union activities, 58 of the responding establishments in
the apparel trades, employing some 5,680 workers volun-
teered the information that their provisions for sickness
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payments are governed by their contracts with unions.
Under the terms of their contracts with the union, the
employers agree to contribute to a union health and wel-
fare fund an amount figured at 2 per cent of the wages
paid to union labor. The unions administer this fund
without supervision by the employer. Weekly benefits
are fixed at $lO or $l2, with a 13-week duration and a 7
or 10 day waiting period. Life and disability insurance
are granted each covered employee in addition to the
weekly benefit amounts.

Both major unions in the garment trades make an
effort toward preventive medicine. For example, one plan
provides that each member desiring it may have a com-
plete routine diagnostic examination plus an eye ex-
amination. If eyeglasses are required, $5 are allowed
toward the cost. Chest X-rays may be authorized once
a year. In the apparel trades, the unions themselves
police the health insurance, instead of turning the job over
to private insurance carriers as in the textile industry.

Inci- Type of Pi,an used. Waiting Period,
dence

ofCost.
PER CENT OF WORKERS o/^KERS

Per Per covered by-
wxth -

Cent of Cent of
Workers j Workers
covered, whose p

Em- n„„„. r Group 7-8 -nT _

ployer Rf"'ar Health R°J/ Days’

I? 0"3 RoU. Insur - Group Waiting PeriodEntire ance. Healt£ Period.

All manufacturing 65.8 45.7 15.7 55.2 9.2 76.8 13.3

All apparel trades 48.0 95.0 15.6 77.7 3.5 62.7 13.5
Men’s andboys’suits, 74.9 87.1 3.3 71.5 12.3 89.5 2.9

coatsand overcoats.
Men's and boys’ fur- 59.5 [ 100.0 14.2 84.3 1.5 76.8 13.9

nishings, work
clothes and allied
garments.

Women’s and misses’ 31.5 93.5 17.9 81.3 .8 24.3 25.3
outerwear.

Miscellaneous fabri- 58.8 98.9 6.2 92.7 - 42.0 6.2
cated textile prod-
ucts.

Approximately 95 per cent of the covered workers in
the apparel trades do not contribute to the cost of their
sickness compensation. The employing establishments
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cover their employees under group health insurance in
the case of more than 75 per cent of protected workers.
Accordingly, a waiting period of 7 to 10 days, with a
13-week duration is in common use in these industries.

Duration of Weekly Benefits.
Per Cent of Workers

receiving Benefits for

More than More than More than
10 Weeks. 13 Weeks. 16 Weeks.

All manufacturing 50.3-89.3 13.8-28.2 4.9-18.9

All apparel trades 73.9-87.0 1.0-9.1 .2-7.2
Men’s and boys’suits, coats and overcoats . 87.4-99.8 0-3.1 0-3.1
Men’sand boys’furnishings, work clothes and 72.5-90.8 .4-15.0 .4-9.8

allied garments.
Women’s and misses’outerwear . . . 83.1-87.0 2.8-4 8 2.8-4 8
Miscellaneous apparel ..... 87.4-91.4 4.3-9 4 0-5.1

Amount of Weekly Benefit.
Per Cent of Workers receiving

Full Up to SI6 and 526 and
Salary. 515.99. Over. Over.

All manufacturing . 12.9-14.0 40.3-68.8 12.3-40.9 .4-13.9
All apparel trades . 11.4 75.4-78.3 7.1-10.7 0-2.4

Men’sand boys’suits, coats and 3.3 77.9-93.0 3.6-18.8 0-1.4
overcoats.

Men’s and boys’ furnishings. 5.4 81.7-89.1 0-7.4
work clothes and allied gar-
ments.

Women’s and misses’outerwear 18.7 74.0-76.3 5.0-7.3 0-3.1
Miscellaneous apparel .. 6.2 92.7 1.1

At least three quarters of all covered workers in the
apparel trades are paid less than $l6 weekly for absence
due to illness. It therefore appears that workers in the
apparel trades receive weekly benefits of a lower amount
than workers in all manufacturing industries combined.
Weekly rates of $l6 or over are much less common in the
apparel trades than in manufacturing generally. Only
in the manufacture of women’s and misses’ outerwear is
the use of the full salary as a weekly benefit of much
importance in the apparel trades.

A comparison of the coverage found among workers
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in the men’s and women’s apparel trades indicates that
a much larger percentage of workers in the women’s
apparel shops are employed in establishments where no
worker receives sickness compensation. For example,
almost 62 per cent of the 6,717 employees in the 252
responding establishments engaged in manufacturing
women’s apparel are employed in establishments where
no coverage is granted, in contrast to the less than 26 per
cent of workers in the men’s apparel trades whose em-
ployers make no payments for absence due to illness.

Expressions of Opinion.

The questionnaire form included space at the bottom
for the employer’s comments. Of the 8,465 employers
who returned the questionnaire, 58 took advantage of
this opportunity to express their opinions on the subject
of sickness benefits. Of these 58 comments, 22 were in
favor of a state system of sickness benefits, with 10 of the
22 qualifying their approval by requiring contributions
from employees toward any such payments. The re-
maining 36 comments were unfavorable, with 11 em-
ployers expressing a fear that state sickness payments
would be demoralizing, 4 stating that such payments
would be unnecessary, and 21 wishing to go on record
with a flat “No.”

Comparison of Results of Current Survey with

Results of 1944 Survey.

A comparison of the results of the two surveys on sick-
ness compensation should indicate whether or not a rising
trend exists in employers’ attempts to compensate their
employees for wage losses due to illness. Before any
comparison can be made, however, it is necessary to
reduce the two surveys to a comparable basis. Accord-
ingly, the results of the 1946 survey must be adjusted to
eliminate establishments with less than 20 employees,
since such establishments were not included in the previous
survey.

A comparison of the 1946 survey and the 1944 survey,
as shown in the table below, indicates that payment of
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sickness compensation has increased, from over 65 per
cent of workers eligible to receive such compensation in
1944 to nearly 71 per cent now eligible for sickness com-
pensation, in establishments employing 20 or more
individuals. A rise in coverage is apparent in all industry
divisions with the exception of wholesale and retail trade
and the small miscellaneous industries designated as
“others” (where the smallness of the sample may be
responsible for much of the variation in coverage). The
greatest increase in the per cent of workers receiving
sickness compensation is observed in the manufacturing
division, where a rise in coverage from 62 per cent to
69.6 per cent occurred. This increase in coverage in
manufacturing may be due in part to the stimulus given
by wartime labor shortages to many new forms of workers’
welfare and morale building.

It appears from the comparison that the employer now
assumes much more of the cost of financing sickness com-
pensation programs than he did in 1944. The employer
now finances the entire cost of sickness compensation for
58.6 per cent of covered workers, as compared to 32.5 per
cent in 1944. In the previous survey it was found that
60.1 per cent of the covered workers shared with their
employers the cost of their sickness compensation; by
1946 this percentage had dropped to 36.5 per cent. This
transfer of financing from employee to employer may
represent a permanent trend, indicating an increasing
assumption by the employer of the burden of protecting
his employees against loss of wages due to illness.

A comparison of the types of coverage used in 1946
and in 1944 indicates an increase both in the use of the
regular pay roll and in the use of group health insurance,
with 38.9 per cent and 38.5 per cent, respectively, now
under pay roll and group health insurance plans, as con-
trasted to the corresponding 1944 percentages of 25.6
per cent and 26.5 per cent. The per cent of workers
covered under benefit societies has remained practically
stationary, while the percentages of those covered under
combinations of benefit societies with regular pay roll or
with group health insurance have declined.
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RESOLVE PROVIDING FOR A FURTHER INVES-
TIGATION RELATIVE TO THE PAYMENT
OF BENEFITS TO EMPLOYEES WHO ARE
ABSENT FROM WORK ON ACCOUNT OF
SICKNESS.

Appendix A .

Resolved, That the state advisory council in the division of em-
ployment security is hereby authorized and directed to make an in-
vestigation of the subject matter of current senate document ninety
and current house documents one hundred and fifty-seven, two hun-
dred and sixty-three and twelve hundred and nine, relative to the
payment of sickness compensation, so called, under the employment
security law or otherwise, to persons absent from work on account of
illness. Said advisory council shall report to the general court its
findings, and its recommendations, if any, together with drafts of
legislation necessary to carry such recommendations into effect, by
filing the same with the clerk of the senate on or before the first
Wednesday of December in the current year.

Approved May 15, 19^6
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I

Division op Employment Security

881 Commonwealth Avenue, Boston 15, July 15, 1946,

To the Employer.

The Advisory Council of this Division has been directed by the
Legislature to investigate further the subject of cash benefits for un-
employment due to sickness, and to render a report thereon.

To assist the Council in completing this investigation, I am re-
questing a selected list of employers to answer the attached question-
naire.

A self-addressed envelope on which no postage is required is en-
closed for your reply which, in order to be tabulated, should reach
the Division by July 31st.

Your co-operation in supplying this information will be greatly
appreciated.

Yours very truly,

ROBERT E. MARSHALL,

Director.

Appendix B.

LETTER TO EMPLOYERS WHICH ACCOMPANIED
SICKNESS PAYMENTS QUESTIONNAIRE.
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