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The Special Commission, appointed to study the
advisability of limiting the amount of savings bank life
insurance that may be purchased on any one life, during
the course of its studies found that the investigation
could not be confined to limitation alone and afford the
subject adequate treatment.

Other issues brought up at the public hearings held by
the Commission have resulted in several widely differing
opinions among the members of the investigating group.
However, on the subject of limitation, as referred to the
Commission by chapter 67 of the Resolves of 1938, there
is almost complete agreement that no legislation is
necessary. The vote against limitation of any amount
was 6 to 1, with Dr. Coring Grimes of Swampscott the
dissenting member. Dr. Grimes outlines his case in an
accompanying minority report.

Inasmuch as the other issues caused considerable vari-
ance of opinion among the members, it was agreed that
several separate reports should be filed. One report is
signed by a majority of four members, including Repre-
sentative Joseph A. Hines of Wakefield, Representative
John Philip White of Boston, Clifford L. Erving of
Milton, and Edward F. Moynihan of Somerville.

Separate minority reports are being filed by Senator
Arthur F. Blanchard of Cambridge, by Representative
Philip Sherman of Somerville, and by Dr. Boring Grimes
of Swampscott. The aforesaid reports follow.

Cbe Commontoealtj) of

FOREWORD.

March 1, 1939.





REPORT OF THE SPECIAL COMMISSION RELA-
TIVE TO THE AMOUNT OF INSURANCE TO
BE ISSUED UPON ANY ONE LIFE BY SAY-
INGS AND INSURANCE BANKS.

Mabch 1, 1939,

To the Honorable Senate and House of Representative

The special unpaid commission, created under chap-
ter 67 of the Resolves of 1938, to study the advisability

avings bank life insurance
any one life, submits the

of limiting the amount of
that may be purchased on
following report:

The resolve establishing the Commission follow

Ct)c Commontoealti) of apassacfnisetts

immission, to consist of one mem-
by the president thereof, three

Resolved, That a special unpaid co
her of the senate to be designated
members of the house of representatives to be designated by the
speaker thereof, and three persons to be appointed by the governor,
is hereby established for the purpose of investigating the question
whether or not section ten of chapter one hundred and seventy-eight
of the General Laws, relative to the amount of insurance which sav-
ings and insurance banks may pay upon the death of the insured,
should be amended as proposed in current senate document numbered
four hundred and forty-three or substantially in accordance there-
with. Said commission shall be furnished with quarters in the state
house or elsewhere, shall hold hearings, may require by summons the
attendance and testimony of witnesses and the production of books
and papers relative to the subject matter of their investigation as
hereinbefore set forth, may administer oaths, and may expend for
clerical, legal, expert and oath assistance and expenses such sums,
not exceeding, in the aggregate, two thousand dollars, as may here-
inafter be appropriated therefor. Said commission shall report to
the general court the results of its investigation, and its recommen-
dations, if any, together with drafts of legislation necessary to carry
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filing same with the clerk of the
the first Wednesday of Decem-

said recommendations into effect, by
house of representatives on or before
ber in the current year. Approved June 23, 1938.

;d to in the resolve, reads asSenate Bill No. 443, 1 referre
follows

of Insurance which Savings
y upon the Death of the In-

An Act relative to the Amount
and Insurance Banks may pa

sured.

Whereas, The deferred operation of this act would tend to defeat
its purpose, it is hereby declared to be an emergency law necessary
for the immediate preservation of the public convenience.

Be it enacted by the Senate and House of Representatives in the Gen
eral Court assembled, and by the authority of the same, as follows:

Section ten of chapter one hundred and seventy-eight of the Gen-
eral Laws is hereby amended by the addition to the end thereof of
the following:

No savings and insurance bank shall issue any policy of life insur
,nce to any applicant who has already obtained from any other sav

ings and insurance banks, policies of life insurance in the aggregate
of three thousand dollars, exclusive of dividends and profits, nor any
annuity contract to any applicant who has already obtained from any
other savings and insurance banks annuity contracts providing yearly
payments to any one person in the aggregate amount of six hundred
dollars.

Pursuant to the terms of the resolve, the President of
the Senate appointed Hon. Arthur F. Blanchard of
Cambridge; the Speaker of the House of Representatives
appointed Representatives Philip Sherman of Somerville,
Joseph A. Hines of Wakefield, and John Philip White of
Boston; and His Excellency the Governor named Clif-
ford L. Erving of Milton, Edward F. Moynihan of Somer-
ville, and Dr. Boring Grimes of Swampscott.

The above-named members of the Commission met in
the State House on September 28 for the purpose of
organizing. Senator Arthur F. Blanchard was chosen
chairman, Representative Philip Sherman of Somerville
was named vice-chairman, and Edgar M. Mills of West-
wood, secretary.

Filed by the Massachusetts Association of Life Underwriters
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The resolve creating this Commission directed a study
of the proposal relative to the amount of insurance which
savings and insurance banks may pay upon the death
of the insured. Soon after the Commission commenced
the hearings on this matter it became apparent that,
in order to furnish a full and comprehensive report per-
taining to the main subject, it was necessary to permit
the proponents of the proposed legislation out of which
this resolve developed to present to the Commission
those matters which, to the proponents, seemed to bear
directly on the main issue, and without which informa-
tion the Commission would not have gained a knowledge
of the subject matter of the whole controversy.

In view of this fact the members of the Commission
would have felt that they had not fully observed the
intent of the resolve if they had not heard the proponents
in detail and permitted them to state fully their reasons
for presenting Senate Bill No. 443 to the 1938 session
of the Legislature.

Having heard the proponents in full, and the answer
thereto offered by the opponents, the Commission feels
that it should state its conclusion in respect to the various
matters incidental to the specific proposal under con-
sideration, in order that this report may be complete
and comprehensive. It became apparent, as the hearing
progressed, that there were issues underlying the con-
troversy which did not appear and would not have been
brought out had the Commission confined the testimony
offered solely to the question of limitation.

The testimony which was offered indicated to the
Commission that the proponents were aggrieved because
of activities of the Savings Bank Life Insurance Division,
which they claimed amounted to unfair competition, and
that some of the practices of those administering and
promoting savings bank life insurance constituted an
attack upon the agency system, as such, and thereby
reacted unfairly to insurance companies and their agents.

There are fundamental differences in the set-up and
methods of operation between savings bank (“over-the-
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counter”) insurance and commercial life insurance com-
panies employing soliciting agents. Moreover, life in-
surance contracts are in so many cases similar, but not
identical, and so often carry special benefits, that radio
broadcasts of short duration stating positively, but
without accompanying explanation, that one form of
insurance is less expensive than another might well be
expected to give rise to serious protest.

In this connection, it is recognized that life insurance
is a necessity of life which most of our citizens need, but
of which many will not avail themselves unless urged or
solicited so to do through the medium of agents. It
must be borne in mind that life insurance companies
render a most valuable and needed service, and whereas
there are a great number of people who will voluntarily
and without the intervention of an agent purchase life
insurance, the Commission believes that it is in the
public interest that both methods should be preserved.

Therefore the Commission is of the opinion that the
Legislature should not interfere with such competition,
but that it is justified in prescribing necessary and proper
regulations assuring fair play and proper conduct in this
competition.

The Commission considered it its duty, therefore, to
examine carefully into the charges and countercharges
of unfair practices in these matters, and set forth its
conclusions with relation thereto.

The Commission offers herewith a brief background of
the history of savings bank life insurance, to assist in
the understanding of the subject and to indicate its
conception of legislative opinion as it existed at the time
the act was passed.

In 1905 a special commission was authorized or cre-
ated by the New York Legislature to inquire into the
activities of certain life insurance companies, of which
commission Mr. Charles Evans Hughes, now Chief Jus-
tice of the United States Supreme Court, was counsel.
This commission made an exhaustive investigation and
uncovered evidence of abuses of administration, prac-
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tices and indiscretions which made a deep impression
on the public mind.

Simultaneously, at the request of a group of Massa-
chusetts policyholders, Mr. Louis D. Brandeis, later Mr.
Justice Brandeis of the United States Supreme Court,
conducted an independent investigation in their behalf.
From this he conceived the idea of an “over-the-
counter” system of insurance intended to provide pro-
tection at a lower cost to Massachusetts citizens, who
had the initiative or could be educated to seek its pur-
chase.

Shortly thereafter the Massachusetts Legislature cre-
ated a commission for the purpose of studying this new
proposed type of insurance, and as a result of its study
and the report of that commission, the Massachusetts
Legislature in 1907 enacted the statute which created
savings bank life insurance.

The subject was carefully considered and thought-
fully planned, and while it was not the intention of the
sponsors of the savings bank life insurance to create
class legislation by offering this type of insurance to
low income groups, or to make it easier for those whose
income is above the average, yet it was believed that it
would provide something which would be of great bene-
fit to all residents of the Commonwealth willing to avail
themselves of its advantages, and who exercise habits
of thrift.

Thus savings bank life insurance was conceived for
the purpose of assisting primarily that great group of
citizens who by New, England tradition have always
endeavored to create for themselves and their succes-
sors an estate which would at least in part make them
independent, self-reliant and self-supporting.

It was believed, also, that such legislation would tend
to create a control of local capital by citizens of Massa-
chusetts and afford them the opportunity of managing
the investment thereof.

Because of the fact that the mutual savings banks of
Massachusetts had by then become firmly established
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and recognized by the people as institutions carefully
supervised and well managed, it was felt that by making
the new venture available through that agency, it would
bel in the hands of trusted and experienced citizens,
thereby providing a satisfactory organization already
established through which the undertaking might be
successfully launched. This belief now appears to have
been sound and logical.

Having in mind the present provisions of law for
social protection, it seems hardly possible that the pro-
ponents of savings bank life insurance could have antici-
pated the value of their foresight and its extent, par-
ticularly with regard to the provisions of those laws
excluding certain individuals who by reason of their
employment or profession are precluded from the benefits
of social laws.

The original law limited to $5OO the amount of savings
bank life insurance which any bank could issue to any
individual, but there was no limit on the number of
banks which might establish insurance departments and
issue to such individual the $5OO maximum amount.
The limitation stated is based upon the same principle
as applies to deposits in mutual savings banks, limiting
the amount which any individual may deposit in any one
bank, but does not limit the number of banks in which
the individual may make such maximum deposit.

Since the enactment of this legislation, particularly
since 1927, legislation has been proposed from time to
time suggesting that limits be placed upon the amount of
insurance which could be purchased by any individual,
but at no time has the Legislature seen fit to make changes
in this respect.

In 1915 the Legislature increased the limit from $5OO
to $l,OOO per bank, but still placed no limit on the num-
ber of banks which might establish insurance depart-
ments.

It is interesting to note that this change became effec-
tive about the same time that the then Governor, David
I. Walsh, in a message to the Legislature urged employers
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to bring the advantages of savings bank life insurance
to the attention of their employees, and recommended
“an increase in the appropriation for the Savings Bank
Life Insurance Division, in order that a thorough and
systematic campaign of education shall be extended to
every man, woman and child in the Commonwealth.
Hundreds of thousands of our people do not know of the
existence of this splendid institution. We ought to adver-
tise its existence. A government does not do its duty by
merely enacting beneficial laws it must see that the
knowledge of these laws is brought to the people.”

Between 1915 and 1939 the number of issuing banks
has increased from 4 to 26; agency banks from 30 to
120; amount of insurance in force from about $4,000,000
to approximately $160,000,000.

It is also of interest to note that it appears from statis-
tics furnished to the Commission that in 90 per cent of the
cases the insurance issued to any individual does not
exceed the sum of $3,000.

In addition to the change in the law made in 1915,
increasing the amount of life insurance from $5OO to
$l,OOO which any one bank could issue to an individual,
there was enacted in 1929 an amendment to the law
whereby the expense in connection with operating the
Savings Bank Life Insurance Division was transferred
from the State to the insurance departments of the sav-
ings banks issuing savings bank life insurance by re-
quiring reimbursement to the Commonwealth, so that
at present there is no cost to the State for the operating
expense of this Division.

Progress and development have been moderate, yet
apparently consistent with sound reasoning and judg-
ment, until now, after over thirty years of operation,
savings bank life insurance has reached the point where
it may be termed to be satisfactorily established, al-
though in comparison with private or mutual insurance
companies the total outstanding policy obligation is but
nominal.

At the time of the public hearings, the proponents of
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the proposition to limit savings bank life insurance to
sales not in excess of $3,000 to an individual, presented
such arguments which to them tended to justify their
contention, and in addition thereto brought to the at-
tention of the Commission those matters of adminis-
tration of the law which, in their judgment, constituted
unfair competition with them, and very early in the
presentation of the subject matter by the proponents, it
became apparent to the Commission that the question
of limitation did not constitute the principal issue. They
assured the Commission in presenting their case that their
statements as far as possible would be free from bias and
prejudice, and with no spirit of recrimination or desire to
attack savings bank life insurance or individuals unjustly.
Assuming this attitude to have been sincere, it is reason-
able to believe that their testimony was offered for con-
structive purposes and in good faith and to assist the
Commission in arriving at a fair conclusion. This position
was supported by the statement that neither the life
insurance companies nor their agents objected to savings
bank life insurance as such.

The matters complained of and referred to above,
except for the issue of limitation, dealt with the following
subjects:

1. Alleged inequality of taxation laws.
2. Annual state appropriation for Savings Bank Life Insurance

Division
3. Advertising and radio broadcastin
4. LTse of state seal.

5. Status of Medical Director.
6. Status of Actuary.
7. State House quarters of th Division of Savings Bank Life In-

surance

8. Records of Division of Savir
9. Field workers.

;s Bank Life Insura

10. Special fund.
11. Activities of the Division and its Deputy Commissic

These matters will be treated later in the report
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Question of Limitation.
The question of limitation is that specifically raised by

the terms of Senate Bill No. 443 of 1938, for the study of
which this Commission was created.

It was anticipated by the Commission that the testi-
mony to be offered would center around this question,
but as already indicated in this report, there appeared to
be other matters of equal or greater importance to the
proponents. As the hearings progressed, the importance
of the question of limitation appeared to lessen, and the
other matters seemed to increase in significance.

The Commission carefully considered all of the argu-
ments presented in favor of and against the proposal for
a statutory limitation, particularly with respect to the
assertion that savings bank life insurance has either failed
in its purpose or outgrown its scope as originally intended.
In order to secure all the information possible as to what
might have been the original intent in establishing savings
bank life insurance, the Commission requested an inter-
view with Air. Justice Brandeis at Washington, which he
very graciously granted. During this interview he ex-
plained to the Commission the situation as it existed at
the time the law was passed, and reviewed various con-
ditions then existing. He also indicated to the Com-
mission that the underlying purpose and intent of the
original sponsors of this legislation was to benefit residents
of the Commonwealth who were willing to avail them-
selves of it and who exercised habits of thrift; furthermore,
that it would tend to create a control of local capital by
citizens of Massachusetts, and afford to them the oppor-
tunity of managing the investment thereof.

After giving very careful consideration to the argu-
ments presented and the information obtained, the Com-
mission is of the opinion that the Commonwealth should
not by legislative enactment deprive any of its citizens
possessed of initiative and thrift of such benefits as
savings bank life insurance may afford. Therefore
the Commission does not recommend that a limitation
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be placed upon the amount of savings bank life insurance
which any individual may purchase.

Referring back to the items previously mentioned
which were of a controversial nature and of which the
proponents complained that they were aggrieved, the
report now deals with those items individually, and
recommends or suggests regarding each as it is discussed.

Taxation.

The proponents pointed out to the Commission that
in the matter of taxation the insurance departments of
savings banks and holders of their annuity policies enjoyed
an advantage because of the fact that they were not
subject to the same provisions of taxation as pertains
to insurance companies and holders of annuity policies
issued by them.

The Commission recommends that legislation be en-
acted to adjust this condition.

State Appropriation.

The proponents brought to the attention of the Com-
mission the fact that annually there has been appro-
priated by the Legislature a sum of money to provide for
the operation of the Savings Bank Life Insurance Divi-
sion, and that this appropriation has been made annually
since the law pertaining to savings bank life insurance
became effective, admitting, however, that for the past
few years this amount has been refunded through those
savings banks issuing life insurance.

The Commission recommends that this procedure be
changed and the sums involved be advanced to the State
by the insurance departments of the issuing banks, except
as is hereafter suggested.

Advertising and Radio Broadcasts.
The proponents offered testimony to the Commission

that savings bank life insurance and its advantages
were being brought to the attention of the public by
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means of vigorous advertising and by radio broadcasts,
and submitted to the Commission copies of several broad-
casts which they claimed were subject to fair criticism
on their part, and which they claimed amounted to
direct attack on their business. They further contended
that it could be reasonably inferred by the public that
the Commonwealth of Massachusetts was either actively
engaged in the sale of insurance or that the Common-
wealth was directly sponsoring it. In some cases it was
made to appear that there was a department located
in the State House which in effect corresponded to
a “Home Office.” It developed from the testimony
offered that these radio broadcasts were prepared by the
Deputy Commissioner, even going so far as to call atten-
tion to the public that savings bank life insurance could
be purchased at a much less cost, without an accom-
panying explanation that this saving might be based on a
different contractual obligation, as set forth in the various
policies as they allude to benefits. It was therefore con-
tended that these broadcasts contained unfair and in-
accurate comparison between savings bank life insurance
policies and those of private companies. Furthermore,
to lend the aspect of state backing to the system, lis-
teners were urged to call or write the State House in
Boston for information on savings bank life insurance.
The Commission has been assured since the hearings
that these broadcasts are now and will be hereafter pre-
pared by a committee composed of persons designated
by the issuing banks, who will edit all broadcasts before
they are released; that all reference to the State House
has been eliminated, and that no unfair comparisons are
made regarding costs of insurance.

The Commission recommends that no advertising or
radio broadcasting should emanate from the office of the
Deputy Commissioner or any of his Department staff,
and that all advertising should be done by the insurance
departments of the various issuing banks. This would
accomplish a twofold purpose, to the extent that those
banks offering the insurance to the public would then be
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in a position to prepare and supervise the broadcasts,
thus enabling them to exercise due care as to their appro-
priateness, and at the same time, dissipate the inference
that these broadcasts were authorized by the Common-
wealth.

State Seai

The proponents took up with the Commission the
matter of the use of the state seal, pointing out that, by
reason of the activities of the Deputy Commissioner in
promulgating the sale of savings bank life insurance,
certain literature was sent out over his signature or over
the signature of the president of the Savings Bank
League, and that these letters were addressed to certain
clubs or organizations, and that because this stationery
bore the name of the Commonwealth of Massachusetts,
and the state seal appeared thereon, it created a natural
inference that the Commonwealth was engaged in the
business of savings bank life insurance. It was reason-
able to believe that such an inference might be drawn
under these circumstances.

Although the Commission has been assured that this
practice has been discontinued, it recommends that
caution be exercised in the use of the state seal, so that
even though its use is appropriate and proper on state
correspondence, its use should be discontinued and even
prohibited for any other purposes.

The State Medical Director.
The Commission was informed that the salary of the

State Medical Director was a part of the general appro-
priation, and also at present that his office was not at the
State House, but at No. 15 Ashburton Place, Boston,
Mass. The proponents urged on the Commission that
the Medical Director should be an employee of the sav-
ings banks issuing policies of insurance, and that his
salary should be paid by them rather than by the State.

It was also urged that the State Medical Director’s
account be eliminated from the control or management
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of the Deputy Commissioner, thus separating the two
and taking the control of the State Medical Director
from where it now is and placing him under the control
of the issuing banks.

The Commission is of the opinion that the function of
the Medical Director is that which the name suggests
and that the duties of this office have been punctually
observed, and recommends that the present arrange-
ment should not be changed.

State Actuary.

The proponents have urged that the same general
principles applied to the State Actuary as to the State
Medical Director, noting, however, that at the time of
the hearings the office of the State Actuary was in the
same rooms in the State House as that of the Deputy
Commissioner, and in this respect differed from the
situation pertaining to the State Medical Director.

The Commission is of the opinion that he should be
under the direct supervision of the Division, and in order
to maintain a supervisory relationship between the
Commonwealth and the issuing banks, his present status
should not be disturbed.

Housing of the Savings Bank Life Insurance
Division.

The proponents argued that the Deputy Commissioner
and his entire Department were in a position, by virtue
of the fact that they are located at the State House, to
create the inference that in some way, not altogether
clear, there was a connection between this state Divi-
sion and the savings banks issuing certificates of insur-
ance, which, in some way, made the State responsible,
or made it appear that the State sponsored or supported,
or otherwise contributed to, the business of savings
bank life insurance, or lent its strength and support to
this project.

It was recommended to the Commission that the
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Deputy Commissioner’s Department be removed from
the State House and housed elsewhere, so that any
reference made to the Savings Bank Life Insurance
Division would not carry with it the State House ad-
dress, and further, that if the quarters were outside the
State House, a certain rental would be required to be
paid, and this expense should be sustained by the issuing
banks, and consequently be reflected in the cost of
policies of insurance, and thereby tend to reduce the
competition to a more equal basis.

The Commission is of the opinion that inasmuch as
the office of the Deputy Commissioner is a state function,
and that it should maintain a supervisory position, this
office may properly be located at the State House, and
as long as no reference is made to that Division as the
“Home Office,” no just criticism would lie.

Records.

The hearings disclosed that the Deputy Commissioner
maintains what amounts to practically a duplication of the
records, medical reports and other information regarding
the policies of insurance which have been issued, and, on
occasion, persons have referred to the records as those of
the “Home Office.” This reference might also be made
with regard to the previous statement in connection with
state quarters, and to give the suggestion to the general
public that if the insured for any reason is unable to make
his payments direct to the banks from which his policy
of insurance was issued, he might go to the “ Home Office”
and make his payment there, which, in due course, would
be transmitted to the proper bank.

From the fact that it is customary for various banks,
and, in some cases, credit associations, to make collec-
tions for the insured and remit to them, receiving for this
a commission of 3 per cent, it was again pointed out to the
Commission that the Deputy Commissioner’s office per-
formed a like service for which no charge was made, and
that this created the impression in the minds of the public
that the Deputy Commissioner’s office was the “Home



1939.] No. 2124.HOUSE 19

Office, ” and from the fact that it was located in the State
House had created a damaging effect.

The Commission recommends that the records main-
tained by the Deputy Commissioner should conform to
ordinary requirements of supervision, and that in deter-
mining which records should be kept and maintained in
his office, consideration should be given to the ordinary
requirements pertaining thereto, and premium collections
made at the State House without charge should be dis-
continued.

Field Workers.
It appears that prior to the hearings before this Com-

mission there were employed two field workers, or edu-
cators, whose duties require them to present and bring
before the general public the advantages of savings bank
life insurance and to instruct the people with regard to
it, and to inform them how to obtain it and where to
make application for it.

It was brought to the attention of the Commission
during its hearings that an examination was to be held
for the appointment of a third examiner, and the bulletin
by which the announcement of this examination was made
recites the following duties required of the person holding
this position:

MASSACHUSETTS CIVIL SERVICE
EXAMINATIONS
STATE SERVICE

September 25, 1937

Last Date for Filing Applications, Saturday, September 11,
1937, at 12.00 Noon.

Savings Bank Life Insurance Field Worker —■ Banking and
Insurance.

(Requisition is for a male, but the examination is open to both females and

The minimum salary is 51,920 a year; the maximum salary is
52.520 a year.

Duties: To visit industrial plants in Massachusetts for the purpose
of talking with employees, both individually and in groups, explain-
ing the benefits of savings bank life insurance, its cost, its policy
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forms, and how to make application; and to arrange with each appli-
cant for the necessary physical examination. To arrange with the
local medical examiner for the necessary physical examination, at the
factory or otherwise, of persons who apply for level premium insur-
ance. To visit from time to time agencies already established in
industrial plants; to keep in contact with the agency secretaries and
advise them how to deal with questions which arise among policy-
holders in the factory in connection with the collection of premiums,
the payment of death claims, or inquiries with reference to the pro-
visions of the policy contracts issued by the savings banks. To per-
form such other duties in connection with field work as may from
time to time be prescribed by the Deputy Commissioner.

Subjects and weights: Training and experience (4); practical
questions (4); personality and htness, as determined by an oral inter-
view (2); total (10).

Passing requirements: At least 70 per cent in each subject of the
examination in order to become eligible.

The Commission is of the opinion that as there are
now three of these field workers in the employ of the
Commonwealth, this number should be sufficient to carry
out the intent and purpose for which the positions were
created, and their work should be confined and restricted
solely to the required effort with regard to the savings
bank life insurance.

Special Fund.
It developed at the hearings of the Commission that a

special fund had been created which was placed at the
disposal of the Deputy Commissioner, and that from this
fund withdrawals were made from time to time to cover
certain activities. This fund was not appropriated by
the Legislature, and it was offered by the proponents that
the Auditor of the Commonwealth in his report gave his
opinion in connection therewith, which opinion is a
matter of record.

It was probably not a matter of common knowledge
that such a fund existed, or that it was available to the
Deputy Commissioner, but this Commission has been
informed now that this fund has been discontinued and
is no longer available for the use of any state employee.

No recommendations with regard to this subject appear
necessary.
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Activities of the Division

The Commission finds that the Division has taken an
active part in its attempt to carry out the provisions of
the law by which it was established, and believes that
during the past years an honest effort has been made by
those in charge of the Division to present the subject
matter to the people of the Commonwealth. The pro-
ponents have raised objection to this Commission of the
way and manner in which these promotional activities
have been conducted, and from the evidence offered at the
hearings itmight easily be believed that the efforts exerted
by the Deputy Commissioner have exceeded the scope of
the duties of his office.

The proponents further contend that the duties of the
Deputy Commissioner should be limited to those of
supervision and regulation of the insurance departments
of the savings banks, and feel that the activities of this
Division should be comparable to those of any other
state department of a regulatory nature, and appropri-
ations for its operation should be made or considered on
that basis.

The Commission is of the opinion that if the activities
of the Division are so limited, much of the ill feeling and
strained relations between the insurance companies and
the Division would thereby be eliminated.

In submitting the foregoing report, the majority of your
Commission believe that the recommendations or sug-
gestions which it has made in connection with the whole
matter deals with the subject in detail, and that the
findings made are the result of careful study and analysis.

Respectfully,

JOSEPH A. HINES.
JOHN PHILIP WHITE.
CLIFFORD L. ERVING.
EDWARD F. MOYNIHAN
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The benign genius of Louis D. Brandeis, recent asso-
ciate justice of the United States Supreme Court, de-
signed the law creating and governing the Massachusetts
system of savings bank life insurance. His instinctive
understanding of political men and ways produced the
generalship that induced the General Court to enact that
lawr . It is a remarkable tribute to his painstaking
groundwork that no fundamental changes of chapter
561, Acts of 1907, have been needed.

The inspiration for his great plan came during stormy
days when the nation was incensed with indignation
against the exploitative mismanagement of certain large
life insurance companies. Flagrant wrongs were exten-
sively revealed in 1905-06 by the separate reports of the
Armstrong Joint Legislative Committee, in New York,
for which Charles Evans Hughes wT as counsel, and the
New England Policy-Holders’ Protective Committee,
with Brandeis serving voluntarily in a similar capacity.

The statutory structure of Massachusetts savings bank
life insurance is unique. The Governor, with the advice
and consent of the Executive Council, is authorized to
appoint a board of seven unpaid trustees, who constitute
a corporate body whose title is the General Insurance
Guaranty Fund. They are the governing body of the
system. One of their number is designated by the Gov-
ernor as president of the Board and Commissioner. This
Board, subject to the approval of the Governor and
Council, appoints a Deputy Commissioner, a State
Actuary and a State Medical Director, whom they may
also remove, with the approval of the Governor and

MINORITY REPORT OF SENATOR ARTHUR F.
BLANCHARD, CHAIRMAN.

The Brandeis Plan.
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Council. No matter how this institution may appear to
destructively critical eyes, it is pleasing to note that its
administrative officials are effectively protected against
influence or control by politicians of high or low degree.

The Division of Savings Bank Life Insurance is one of
three co-ordinate divisions within the Department of
Banking and Insurance. The two latter divisions have
regulatory jurisdiction over the insuring banks.

The Division is adequately administered without one
dollar of subsidy from the taxpayers. Since 1934 the
system has fully repaid in each year the annual state
appropriation. A pending legislative measure, sponsored
by the Deputy Commissioner, Senate Bill No. 181, if
adopted, will provide for monthly payments in advance
of appropriations.

There are three field agents, under civil service, with a
fixed salary, and hence independent of whatever amount
of insurance their missionary labors may produce. Radio
broadcasts, approved by a committee of savings bank
treasurers, are paid for by the insuring banks.

Only a resident of Massachusetts or a person employed
here is eligible for insurance in the system. Policies are
written as low as $lOO, and premiums are payable monthly,
quarterly, semi-annually or annually. No premiums are
payable by the week, thus eliminating the extravagant
house-to-house collections of industrial insurance.

Premiums are payable at the issuing bank office or
by mail, or the policyholder may request that they be
deducted from his savings deposit. Agency banks and
credit unions are paid 3 per cent for receipt of premiums
forwarded to the issuing banks. Nowhere along the line
is any commission paid for the issuance of a life insurance
policy.

The amount of savings bank life insurance in force
at the present writing is $159,000,000. This represents
approximately 2.37 per cent of the aggregate amount of
life insurance in force in Massachusetts. Legislators
throughout the nation should take note that every covert
assault made by the otherwise powerful banking and
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insurance interests, centered in New York City, upon
our splendid system of savings bank life insurance, has
not only met with humiliating defeat, but has actually
contributed to the popularity and growth of our insti-
tution.

Judge Warren A. Reed was the first Commissioner of
the Division of Savings Bank Life Insurance. He was
followed by George L. Barnes, Esq. Richard Bullock of
Fitchburg is the present Commissioner. There have been
only two deputy commissioners. Miss Alice H. Grady,
the gifted and loyal secretary of Brandeis, was Deputy
Commissioner from the inception of the institution until
her death in 1934, and was succeeded by Judd Dewey,
who now holds that office.

There is a quality in the Brandeis tradition that binds
his followers in a fellowship of loyalty that leaves the
enemies of his institution consistently dismayed. The
personal devotion and distinguished administrative abil-
ities of its officials, sustained by a large number of in-
fluential person,s in every walk of life, may be credited
for its success and even its survival. Those who are
cognizant of the power of insurance and banking groups
and political influence are those who know best that the
guardians of savings bank insurance have kept faith with
the people of Massachusetts.

The Opposition.

Selfish optimism that the institution would be still-born,
or enjoy only a brief existence, joined to some extent by
the caution of those savings bank officials who feared an
innovation, probably weakened the united opposition by
the commercial companies to the Resolve of 1906, which
authorized Governor Curtis Guild, Jr., to appoint a
Joint Special Recess Commission to recodify the insur-
ance law.

Since that time to the naming of the present Special
Commission there has emanated from the commercial
insurance interests a regular program of legislative pe-
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titions designed to hamper or destroy the savings bank
system. None has been successful. The defeat of these
“hardy annuals” is to the lasting credit of the progressive
Massachusetts Legislature.

Let us examine their present complaint. Senate Bill
No. 443 of 1938 represents the petition of the Massa-
chusetts Association of Life Underwriters that a limit of
$3,000 be legally established upon the aggregate amount
of insurance that the savings bank system may issue upon
any one life, with a similarrestriction to $6OO for annuities.
At first glance this seems like small business, and upon
second glance there appears to be no reason for changing
one’s first impression. The term “underwriter,” by the
way, is today’s euphemism for the less pretentious “in-
surance agent.”

The Brandeis bill, as signed by Governor Guild on
June 26, 1907, placed a limit of $5OO upon the amount
of life insurance that any bank could issue. The num-
ber of such policies was restricted only by the number
of banks that joined the system. The single annuity
contract was limited to $2OO as at present. The reason
for the initial $5OO policy limit, instead of $l,OOO, was
to keep the required guaranty fund down to $20,000,
so that small savings banks would not find it too difficult
to qualify. (Commission Record, p. 366.) In 1915 the
limit for each bank was increased to $l,OOO. Under
present law the aggregate life policy may be $26,000
and the total annuity, $5,200. The State Actuary and
State Medical Director, however, have made a rule
under which not more than an aggregate of $25,000 life
insurance or $6OO single premium annuity may be issued.

Specific legislation which this Special Commission is
authorized to recommend to the General Court, under
the provisions of chapter 67 of the Acts of 1938, is re-
stricted to the provisions of Senate Bill No. 443. The
attitude of the commercial insurance interests, however,
during the hearings held by this Commission, showed
that they did not consider themselves thus restricted.
Broadly they mobilized their forces, entrenched them-
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selves to the complete frontier of conflict, and laid down
a general barrage against savings bank life insurance.

There are 35 out-of-State life insurance companies,
and 11 domestic companies doing business under the
laws of Massachusetts. The institution of savings bank
insurance makes 47. The amount of insurance in
force in Massachusetts, carried in the out-of-State com-
panies, is approximately three and one-third billion dol-
lars. As previously mentioned, the insurance in force
in the savings banks is only $159,000,000, or 2.37
per cent of the total business of both out-of-State and
domestic commercial companies in the Commonwealth.
With this touching comparison in mind, is it likely that
the members of the General Court, who receive this
report, will shed on behalf of the monopolistic out-of-
State and domestic commercial companies those sympa-
thetic tears which are usually reserved for the meek and
oppressed? If Senate Bill No. 443 is the Voice of Pathos,
then what is Comedy?

Believe it or not, the present grievance of the gigantic
commercial insurance companies, as expressed in their
petition to the Legislature, is that a mere 8,000 discern-
ing citizens of Massachusetts have purchased at cost
life insurance policies ranging from three to twenty-four
thousand dollars, and the companies fear that other
sensible persons may copy that thrifty example. There
are 82,221 policyholders in the savings bank system, and
the attack by the commercial interests is directed against
only one tenth of that number. Only one tenth of the
savings bank policyholders are insured for more than
$3,000. Thus Senate Bill No. 443 is concerned with less
than three tenths of 1 per cent of the aggregate life
insurance business in force in Massachusetts today. As
for any benefits to be derived from the enactment of
Senate Bill No. 443, three quarters would go to out-of-
State companies, and only one quarter to the domestic
companies.

The fact that the commercial companies were aiming
at a very small target was brought out during one of the
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Commission’s hearings by a member of the Commission,
and in a rather spectacular fashion. Representatives of
the companies subsequently piped softly on the note of a
$3,000 limitation, and reached blindly for other instru-
ments of attack. They played upon compromise as a
remedy for their alleged distress; but all they could offer
in compromise was a vague promise to refrain from further
petitions to the Legislature.

An Important Discovery.

In the course of investigation, the Special Commission
came into the light of a veritable revelation. During a
personal interview with the founder, at Washington, we
were initiated into the arcanum from which the institu-
tion of savings bank life insurance evolved. The original
thought behind the system is of incomparably greater
significance than thus far comprehended, not only by the
open foes, but also by a legion of friends of the Massa-
chusetts system.

Arguments for or against the system have been predi-
cated upon the naive assumption that the sole purpose of
the Brandeis idea was to provide life insurance and annu-
ities at cost for the benefit of small wage earners, and
particularly for those cruelly misdirected persons who
ignorantly rely upon industrial insurance policies to safe-
guard their families and homes and provide for the educa-
tion of their children.

With our new enlightenment, however, it does not
call for the gift of divination, but merely reasoned thought
to prophesy that upon the primal base other and even
greater structures will eventually arise. Here is a germ of
progress, in a tremendous problem of social service, which
the self-motivated commercial insurance interests fear.
The people of Massachusetts, and elsewhere, should look
upon our institution of savings bank life insurance only
as a part of the general plan.

It is not hard to understand how the people have
learned a lesson that is not complete. Brandeis himself
has been quoted as urging extension of the usefulness
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of savings banks to supply thrifty wage earners with
life insurance and old-age annuities practically at cost.
Governor Guild announced that it was a plan for cheaper
industrial insurance that may rob death of half its terrors
for the worthy poor. David I. Walsh, as Governor,
recommended to the General Court an appropriation to
the end that the benefits of the system shall be extended
to every man, woman and child in the Commonwealth.
Governor Calvin Coolidge proclaimed as axiomatic that
life insurance for the person of small means should be
conducted as a social service and not as a commercial
undertaking. Governor Joseph B. Ely commended the
system as of great advantage to the manufacturing in-
terests of the State, where group insurance plays an im-
portant part in factory operation. The Massachusetts
Commission on Stabilization of Employment, and the
Associated Industries, concluded after thorough investi-
gation, for which they were obviously well equipped, that
fully one half of the millions of dollars paid annually into
the coffers of industrial insurance in Massachusetts could
be saved if the workers were insured under savings bank
policies. The Massachusetts Federation of Labor, from
the beginning, has based its support of the institution
upon the benefits available to the wage earner. Most of
the testimony at the Commission hearings, both for and
against the system, revolved round the notion that here
we have something which is limited in its scope to pro-
tecting the little fellow from the inefficient or exploitative
management of the Olympian gods of life insurance.
Charges of waste and exploitation are based upon the
presupposition that the premium rates of the commercial
companies are demonstrably and unnecessarily excessive.

In the opinion of the author of “The Brandeis Way,”
savings bank life insurance portrays in action the social-
political philosophy of its founder; but we may confi-
dently believe that this institution is only a part of the
far more expansive picture. Brandeis, with a passion for
public service, and fortified by his wide legal experience,
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gained early familiarity with the far-reaching ramifica-
tions of certain monopolistic groups of financiers, and also
had first-hand knowledge of the efficiency and economy
of Massachusetts savings banks and of their contribution
to individual and social well-being. His views, based
upon such contrasting knowledge, seem to be opposed to
the central big business doctrine that the motive of self-
interest is sufficient to insure the welfare both of the
individual and of society. He was careful to describe his
program not as an assault upon any depravity of big
business, but rather as a remedy offered for the inefficiency
and wastefulness of business done on a huge scale.

Brandeis drilled deeper into the bedrock of social
philosophy than we had assumed for the foundation of
his institution for savings bank life insurance. He con-
ceived that primarily it is the control and handling of
wealth that determines the prosperity of a commonwealth.
Premiums paid to the savings bank insurance system, for
example, bring benefits to Massachusetts that are lost
when received by insurance companies whose home offices
and management are in other States. Not only does our
capital drain away from our State, but also the attendant
opportunities for giving employment to Massachusetts
men and women in various administrative activities.
When we realize that around $124,000,000 leave Massa-
chusetts in the form of premiums each year, and that such
payments, over a ten-year period, are greater than the
total United States investments in Asia, we are apt to
look favorably upon an institution which stands for the
patriotic policy of retaining within our own borders the
wealth of Massachusetts. It would be valuable informa-
tion if we could estimate to what large extent a more
aggressive furtherance of the system of savings bank life
insurance would relieve for Massachusetts taxpayers the
crushing burden of expenditures for public welfare.

It is not credible that the omniscient commercial in-
terests are so far astray as popular opinion regarding the
original Brandeis concept. Surely they have accurately
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appraised his structure and its growth, and have prepared
themselves against a pregnant threat to their own eco-
nomic foundations. Their Massachusetts petition to
dwarf the development of our institution is merely an
outpost of defence, from which they have already at-
tempted a strategic retreat. They appear willing to
accept the principle of life insurance at cost as a social
service, provided such benefits are available only to
small policyholders. What they truly fear is the trend.
They do not want Massachusetts eventually to control
and handle its own wealth.

The commercial insurance interests would welcome
particularly some action by the General Court that could
be used in other States to the effect that the Massachu-
setts system has been admonished and curbed in scope,
or that its stability may be questioned. They are irked
because the prestige of the State protects the system,
even though the credit of the State is in no way con-
cerned with savings bank life insurance. At hearings
before the Commission, they expressed resentment against
use of the state seal in public communications, although
such use was not then a fact. They were disingenuously
sensitive regarding educational radio broadcasts, in the
face of proofs of privately whispered and invidious com-
parisons between themselves and the insurance banks,
made by their own agents. They attempted without
success to demonstrate that the institution is subsidized,
likewise that savings bank depositors’ interests are
affected by the insurance departments, especially with
reference to expense of clerical work and rent. They
made challenged boast of obtaining a better ratio of
profits from their investment of premiums. More than
all else, they attacked the method of over-the-counter
selling as unfair to their expensive agency system. Yet
they have never availed themselves of equal opportunity,
as, for example, the provisions of chapter 368 of the Acts
of 1907. They have been consistently faithful to the
profit motive.
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Silence, almost complete, concerning the well-known
evils of industrial insurance, eliminates comparisons or
conclusions in this report. Perhaps a future special com-
mission to investigate that broad field is indicated.

Other States.
Savings bank life insurance is possible only in States

where mutual savings banks may be authorized by
statute. Elsewhere constitutional amendment is a prior
requirement.

Thirty years of the “Massachusetts experiment”
passed before NewT York State, in 1938, under the per-
sistent prodding of Governor Herbert H. Lehman and
of a few non-partisan leaders enacted a similar plan.
Statements that there are differences of any importance
between the two systems should be analyzed before con-
clusions are drawn. Says Alpheus Thomas Mason, au-
thor of “The Brandeis Way:” “The iniquitously waste-
ful ‘insurance’ for which Brandeis provided a superior
and lower-cost substitute in Massachusetts exists today
without such competition in forty-six States.”

States in which thei'e are Mutual Savings Banks, together u'ith the
Number in Each Such Stale.

Connecticut ... 73 Ohio 3
Delaware ....

2 Oregon 1
Indiana ....

5 Pennsylvania ... 7
Maine 32 Rhode Island ... 9
Maryland .... 12 Vermont .... 14
Massachusetts . . 193 Washington .... 3
Minnesota .... 1 Wisconsin .... 4
New Hampshire ... 34
New Jersey .... 23 Total .... 550
New York

....
134

To the governments of these States, and to their
mutual savings banks, Massachusetts, modestly sus-
taining its national reputation for sound and progres-
sive legislation, offers the Brandeis institution to provide
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life insurance at cost as a model. To follow the lead of
Massachusetts is to serve the people; to delay is to
approve the exploitation of thrifty citizens.

Conclusion.

For summing up my conclusions, I can think of no
better words than those of the late Prof. Edward Ber-
man of the Department of Economics of the University
of Illinois (Life Insurance A Critical Examination,
page 174):

The Massachusetts system of savings bank life insurance is a fine
example of an enterprise conceived in the public interest and carried
out in the public interest. It was intended to provide insurance
under safe and reasonable conditions. It has fulfilled this intention
completely. It was intended to eliminate high costs and undesirable
practices from the business of life insurance. It has carried out its
own operations in such a way as to fulfill this intention also.

If the life insurance companies of the United States are themselves
not interested in measuring up to its standard, the policyholders of
those companies obviously should be concerned. Not only does the
Massachusetts system of savings bank life insurance provide the
policyholders of the private companies with an example of how an
insurance system may be conducted in their own and in the general
public interest, but it also serves as a model for similar systems of
savings bank life insurance in other States. Private insurance com-
panies can avoid the threat of savings bank life insurance in only
one sound way. They can put their own houses in order and improve
the efficiency of their operations.

Recommendation.
Concerning Senate Bill No. 443, “An Act relative to

the amount of insurance which savings and insurance
banks may pay upon the death of the insured,” which,
by chapter 67 of the Resolves of 1938, was made the
subject for study by this Special Commission, this report
recommends no legislation necessary.
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MINORITY REPORT OF REPRESENTATIVE
PHILIP SHERMAN OF SOMERVILLE, VICE-
CHAIRMAN.

I am in agreement with some of the recommendations
made by a majority of the Commission, but desire to
herewith submit a supplementary report which more
fully and in greater detail covers the entire situation and
sets forth the reasons which compel me to arrive at my
conclusions, all of which are not in accord with the
majority report.

The subject of our investigation is limited to the con-
tents of Senate Bill No. 443 mentioned in the resolve
establishing the Commission. Senate Bill No. 443 seeks
to limit the amount of savings bank life insurance that
any one person can obtain to 53,000. Many of the argu-
ments advanced by the proponents of the bill involve col-
lateral questions dealing with the administration of the
present law and the activities of certain persons con-
nected with said administration. The evidence presented
to the Commission covered the entire background and
history of savings bank life insurance, and brought forth
practically all, if, indeed, not all, the various points and
phases which over a period of years have caused dissatis-
faction, and resulted in protests, on the part of those en-
gaged in the life insurance business as distinguished
from savings bank life insurance.

The Commission, without objection on the part of
any one, freely permitted every witness to testify fully
and in detail about these matters, and the records dis-
close that approximately 565 pages of typewritten testi-
mony were received by the Commission at its public
hearings. Consequently, while the report and recom-
mendation of the Commission is, no doubt, primarily
limited to the question of limitation as proposed in Sen-
ate Bill No. 443, it would seem to be not only practi-
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cable, but desirable, to mention the various points at
issue, and for such members of the Commission who so
desire, to make such recommendations as they deem
necessary and proper relative thereto. The question of
limitation is so interwoven and co-related with other
matters in dispute, which I shall mention hereafter, that
it cannot be properly considered without looking at the
picture in its entirety.

I am fully cognizant of the fact that any bill based on,
and resulting from, any such recommendations might be
considered beyond the scope of the resolve establishing
the Commission. However, the whole subject matter of
savings bank life insurance having been fully investi-
gated by the Commission, and the arguments of the pro-
ponents of limitation being directed to a great extent to
the present statutory set-up of the law, and being based
also on their criticism of the manner in which the law
has been administered and the actions of certain officials
and/or employees, the members of the Legislature should
have the entire picture before them, and any bill neces-
sary to carry out the recommendations of the majority
should, if necessary, be admitted by the committees on
rules, and referred to the committee to whom will be
referred the Commission’s report.

Throughout this report I use the word “private” in
connection with insurance companies as distinguished
from savings bank life insurance. This is the term usu-
ally applied to all our life insurance companies by the
advocates of savings bank life insurance. I use the word
advisedly merely as a description, because, as I shall
hereafter point out, savings bank life insurance is just
as much private insurance as any other.

The present statutory set-up of savings bank life in-
surance and the duties of the officials connected there-
with are fairly well set forth in a pamphlet edited by the
present Deputy Commissioner. He states:

It is not state insurance. The only parties to the policy contract
are the savings bank and the policyholder. The functions of the
State in relation to the system are of two kinds: firstly, administra-
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tive supervision by the state officers constituting the Division of
Savings Bank Life Insurance, and secondly, regulatory supervision
by state officers outside the system, particularly the Commissioner
of Insurance and the Commissioner of Banks. Administrative super-
vision of the system is vested in the General Insurance Guaranty
Fund, a corporate body created by the savings bank life insurance
law and consisting of seven unpaid trustees appointed by the Gov-
ernor. One of these trustees is designated by the Governor as Com-
missioner of Savings Bank Life Insurance and is ex-officio president
of the trustees.

These trustees appoint the State Actuary, the State Medical Direc-
tor and the Deputy Commissioner, subject to approval by the Gov-
ernor and Council, The State Actuary prepares policy forms, com-
putes the premiums and advises the insurance departments of the
banks as to what dividends they may properly pay, makes an annual
valuation of policies in force, makes the necessary computations for
repayment of the State’s annual appropriation by the insurance banks
and for unification of mortality, and does all actuarial work neces-
sary for the carrying on of the business of the insuring banks.

The State Medical Director makes rules as to health or accepta-
bility of applicants for insurance, inspects premises of employers seek-
ing group insurance, and designates the examining physicians of whom
there are now 300 throughout the State. No policy of insurance may
be issued until he approves the application. The Deputy Commis-
sioner is the administrative officer in charge. The clerks and assistants
are all employed under the classified civil service of the Commonwealth.

Salaries of personnel and all other expenses of the State House
office are paid from the state treasury, under an appropriation for the
Division contained in the annual state budget. Under an act passed
in 1929 upon the petition of the Commissioner of Savings Bank Life
Insurance, this annual appropriation is now entirely repaid to the
State each year on or before December .30, the reimbursement being
apportioned among the insuring banks in proportion to premium in-
come for the fiscal year ending October 31 next preceding. No
bank contributes to this reimbursement unless its insurance depart-
ment has a surplus of $20,000 or has been in operation five years, the
share otherwise payable by such bank being paid from interest income
on the General Insurance Guaranty Fund, an extra surplus fund
now amounting to $196,000, created in the early years of the system
from premium income, but no dollar of which was ever needed for
the guaranty purposes for which it was created.

Such are the relations of the State to the Massachusetts system of
savings bank life insurance. It is not “state” insurance.

The staff in the Division of savings bank life insurance consists of
the State Actuary, the State Medical Director, the Deputy Com-
missioner and their clerks and assistants, and two instructors who
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devote their time to explaining the system to wage earners at their
places of employment. Employers co-operate in arranging for this
instruction work, usually at the request of the employees.

The annual appropriation of the Commonwealth for the Division,
including the salaries of the above staff and expenses of the State House
office, is entirely repaid by the insuring banks on or before December
30 for the state fiscal year ended November 30, the several banks
contributing in proportion to their premium income.

Savings bank life insurance pays taxes to the Commonwealth “at
the same rate, to the same extent, and in the same manner” as taxes
are paid on savings deposits.

In another article written by Mr. Dewey, entitled
“Savings Bank Life Insurance in Massachusetts,” under
date of May, 1936, he states:

The act (establishing savings bank insurance) provides that the
actuarial work shall be done for all of the issuing banks by a state
officer to be known as the State Actuary, his functions being in general
similar to those of a chief actuary of a life company, and that the work
usually done for a company by its chiefmedical officer, the determining of
rules as to acceptability of risks, the appointment of local doctors to
serve as medical examiners (of whom we now have 300) in the cities
and towns of the State, and the supervision of their work shall be
done for the insuring banks by a state officer to be known as the State
Medical Director. Supervisory control of the system is placed by
the law in a board of seven unpaid trustees, to be appointed by the
Governor, each for a term of seven years, with the term of one ex-
piring each year. This Board, created under the law as a body cor-
porate with the name of “General Insurance Guaranty Fund,” selects
the State Actuary and the State Medical Director, subject to approval
of the Governor and Council. This Board in like manner selects the
Deputy Commissioner, who is the administrative officer in charge.
The Commissioner is one of the seven unpaid trustees designated by
the Governor as Commissioner, and is ex-officio president of the
trustees of the General Insurance Guaranty Fund, In addition to
the State Actuary, State Medical Director and Deputy Commissioner
and their clerks and assistants there are three field instructors who
lecture in factories throughout the Commonwealth, explaining the
opportunities and advantages of the system to wage earners. This
work is done at the request of the employer and with his active co-
operation, the employees having indicated a wish to have it done.
The employer in such cases acts as i
under a simple but formal agency a
pay roll for those employees who req
and sends checks monthly to the s<

an agency for the insuring banks,
agreement, makes deductions from
quest it, for payment of premiums,
several issuing banks for such col-
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lections, or deposits them in the local issuing or agency bank. There
are about 200 such employer agencies, and in addition some 86 sav-
ings banks, 18 trust companies and 32 credit unions which act as
agencies for the 23 issuing banks, re
payments for both insurance policies

reiving applications and premium
and annuity contracts.

The salaries of the State Actuary
Commissioner, and their clerks anc

State Medical Director, Deputy
assistants, and the expenses of
such as supplies, printing, tele-
treasury of the Commonwealth

conducting the State House office,
phone, mail, etc., are paid from th
as are other state expenditures; . the entire appropriation for
each fiscal year of the Commonwealth ending November 30 is repaid
on or before December 30 by the savings-insurance banks, being allo-
cated among them by the State Actuary in proportion to their pre-
mium income.

Intent of Original Law —and That of its Sponsors.

The first question to consider with relation to limitation
is, what was the intent, not only of its original sponsors,
and of the Legislature, but also of the law itself, estab-
lishing savings bank life insurance, as set forth in chapter
178 of the General Laws. lam convinced, after careful
study of all the testimony presented to the Commission,
including various speeches, pamphlets, etc., dealing with
the question, that savings bank life insurance was ad-
vocated, promulgated and instituted for the purpose of
benefiting a certain specific class (to wit, the so-called
laboring class) of the citizens of our Commonwealth,
and to permit them to purchase insurance at a minimum
of cost.

The earliest literature pertaining to savings bank life
insurance spoke of its philanthropic purposes and intent.
While it was originally intended for those who could
afford only a small amount of insurance to be carried in
the form of what is generally known as “industrial in-
surance,” and the chief reason given for its enactment
was that it provided a method by which the man of
small means could procure insurance cheaply, this original
objective has long since been departed from. I do not
recall that it has ever been claimed by any one that the
law was enacted and instituted for the benefit of high-
salaried officials or bank directors.
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It is sometimes argued that if the original law was
intended only for a certain class of our citizens it would
have been so stated in the law itself. Obviously, such a
provision would clearly be unconstitutional, as being
class legislation. It is, therefore, not only the law itself
that we should look to for the intent, but also official
statements and articles issued and made by public officials
and those sponsoring the original law.

Indirectly, of course, it could not help but benefit all
those citizens of the Commonwealth who might be pro-
spective purchasers of life insurance, because as the lower
cost of certain forms of policies issued by the savings
banks became more and more generally known to the
public, it would compel the so-called “private” life
insurance companies to reduce their premiums to meet
the competition resulting from the establishment of sav-
ings bank life insurance. It was never intended, in my
opinion, that savings bank life insurance should be in
open competition with the regular life insurance com-
panies, in the sense that we consider all other private
enterprise and business, of a like nature, in competition
with each other. Neither was it ever intended, nor do
the opponents of limitation so claim, that savings bank
life insurance was ever intended to be a state enterprise,
or that the State as a sovereign entity should engage in
the insurance business in open competition with “private ”

insurance companies who themselves are creatures of the
State. Neither was it ever intended, nor do the opponents
of limitation so claim, that the public at large should be
given the impression that the Commonwealth of Massa-
chusetts was engaged in the life insurance business or
that savings bank insurance was being conducted as a
state undertaking.

In support of the contention that the system was
inaugurated for the aid of a certain class of our popula-
tion, I quote from the report of the so-called Armstrong
Investigating Committee, which caused and resulted in
the agitation and proposal of savings bank life insurance:
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A great reform could be accomplished if the expense of solicitation
and selection could be avoided by the establishment of branch offices
where insurance could be obtained by the thrifty poor who desire it.

A reading of articles written by Mr. Justice Brandeis,
the father of the system, would seem to bear out the
contention that savings bank life insurance was in-
augurated in the interest of the so-called working class.
In his article entitled “Wage Earners’ Life Insurance,”
which appeared in the “Collier’s National Weekly”
under date of September 15, 1906, and which is repro-
duced in the book written by Justice Brandeis, entitled
“The Brandeis Way,” the following phrases are used a
great many times: “Workmen’s investment,” “wage
earner,” “working people,” “wage earners’ premiums,”
“working men’s savings,” “persons of small means,”
“those least able to pay,” etc.

In a letter written by Judge Brandeis to one Walter C.
Wright, seeking his services in connection with his pro-
posed insurance plan, the language therein contained
would seem to indicate his intention with respect thereto,
and a great deal of stress is placed on, as he stated, “in-
dustrial insurance for wage earners and working people.”

In another letter written by Judge Brandeis under
date of June 25, 1906, to Mr. Norman Hapgood, the
phrase “life insurance for the working man” is used. So
that at least the fundamental idea in the writings of the
original sponsor of the Massachusetts law and the father
of savings bank life insurance would seem to be in the
interest of a particular class of our inhabitants.

In further proof of my contention that savings bank
life insurance was intended primarily for the benefit of a
certain class of our inhabitants, I quote from the inaugural
message of Ex-Governor Curtis Guild, Jr., on January 3,
1907, recommending passage of the law in which he states
in part;

To the poor, the expense of so-called industrial insurance is very
severe; to the very poor, it is prohibitive. I suggest for your earnest
thought and careful consideration the subject of insurance of the lives
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of those able to pay but a very small premium, but whose honorable pride
is now in too many cases urging them to pay what they can ill afford
if they would avoid a pauper’s burial.

The Hon. David I. Walsh, when Governor, in 1915, in
his inaugural message, stated in part:

The savings bank insurance law in 1907 has now passed the experi-
ental stage in operation, and has amply demonstrated the wisdom

of its enactment. . . . This is a matter of great and far-reaching
significance to our wage-earning population, and I urge upon every
employer of labor the importance of bringing to his employees a
knowledge of the opportunities afforded under this Massachusetts
plan.

Governor Walsh then went on to recommend an in-
crease in the amount of the appropriation for the Savings
Bank Insurance Department in order to conduct a cam-
paign of education so that the people of the Com-
monwealth might be acquainted with its benefits and
advantages.

Calvin Coolidge, as Governor, in 1920, in a letter
written to Miss Alice H. Grady, dated May 7, 1920,
stated in part:

The fact that the working people of Massachusetts have united in
this effort to get and keep one of the necessities of life at cost is in-
controvertible evidence that it is still possible to establish here an
institution in line with the old Massachusetts public spirit, . . . which
some persons are apt to refer to as if it were wholly a traditionof the
past. The results which you and your associates have accomplished
show that there has been kept alive in your midst the spirit in which
your institution was founded, namely,

.

. . that life insurance for the
person of small means should be conducted as a social service and not
a commercial undertaking.

In a comprehensive article written by Mr. Clyde S.
Casady, an authority on savings bank life insurance,
and now an employee of the system, entitled “Massa-
chusetts Savings Bank Life Insurance” (and from which
report I shall quote further on), it is stated:

he primary purpose of savings bank life insurance has been, and is
to furnish iasuran.ce to the working class in particular at a lowered cost
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Mr. Casady further states

Essentially the motivating purpose of the plan was to provide the
wage earner of Massachusetts with insurance at a low net cost, and
to encourage habits of thrift and self-help.

The following letter written in reply to an inquiry by
William F. Garcelon, Esq., who was a member of the
Legislature in 1907, when the original law was passed,
also helps to shed light on its original intent. He states;

You inquired of me as to the arguments that were presented in
1907 in behalf of the passage of chapter 561 of that year relating to
savings bank insurance, as I was a member of the House at that
time. The chief argument in favor of the measure was that it would
allow men of small means to purchase insurance at cost. References
were frequently made to the high cost of and the annoyances con-
nected with industrial life policies

Some of the members were skeptical as to the desirability of the
law, believing that savings banks should devote themselves exclu-
sively to the business of caring for funds left in their possession, and
also because it was felt that if they embarked in the insurance busi-
ness other lines of business might be brought into the banks.

Section 10 of the Laws of 1907 provides that no bank shall -write a
policy binding it to pay more than $5OO. If this provision had not
been in the bill, or a similar one, I am very sure that the bill would
have met with very stiff opposition

Today I believe that for working people of small means the law
provides very satisfactory insurance, but I firmly believe that there
should be a limit to the amount allowed to any one person. I have
had one or two experiences where men of some means have take
out $lO,OOO or $20,000 of insurance in ten or twenty different ban!

The insurance companies, with their investments in many kinds c
industrials and their many hundreds of agents in this State and much
money invested in buildings and equipment, should not be obliged
to meet the competition of an institution which has been and still
subsidized by the Commonwealth of Massachusetts

Not objecting to the law as applied to the people for whom it was
macted, I believe there should be a limit to the amount taken out

by an
Yerv truly your

Wm. F. Garcb

Mr. Garcelon, incidentally, is a trustee of one of the
largest savings banks that writes life insurance.
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In further determining the intent of the original law,
the report of the Joint Special Committee on Insurance
appointed to revise and amend the insurance laws of
our Commonwealth, in its report filed in January, 1907,
being House Document No. 1085, stated:

There has been presented to us, to more fully meet present condi-
tions, a general plan of industrial insurance through the savings banks
of this Commonwealth. The general features of this plan were that
a permissive act should be passed, allowing savings banks to institute
a separate department for the purpose of doing industrial life insur-
ance business. It was proposed to limit policies in amount to the
sum of 13,000, and to permit savings banks to issue such policies only
after a sufficient number of individuals had applied for such insur-
ance. If ample safeguards are provided in giving savings banks the
privilege of opening an insurance department, and in permitting them
to issue the small policies now written by the industrial companies,
the obvious gain to the small wage earners of the Commonwealth
would, in our opinion, be so very great that the institution would
take rank as one of the most practical and beneficial of this genera-
tion. With the adoption of a bill we believe this scheme will be of
great benefit to the working class of this Commonwealth.

The present Deputy Commissioner of savings bank
life insurance, Mr. Dewey, has stated:

Savings bank life insurance in Massachusetts is the development
of a system of over-the-counter distribution which by its economy
and efficiency places life insurance in the hands of those who need it,
at a minimum of cost.

In a letter written by the Deputy Commissioner to
the presidents of all the women’s clubs in the Common-
wealth, he states:

Outside of Massachusetts, wage earners generally have no chance
to buy life insurance protection in small amounts except from weekly
premium companies. Massachusetts, however, seeks to protect its
wage earners by providing an alternative, the savings bank life insur-
ance system, which furnishes protection under sound legal reserve
conditions and under better policies, in amount of $5O and up, at
costs easily half less than the cost in the weekly premium companies.

The same letter contains the following:

The immediate beneficiaries of these savings are the children and
women in the workers’ families for whom an extra dollar or two each
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week means, in many cases, a more adequate supply of milk or fuel
or perhaps a much-needed pair of shoes. Sometimes it means care
and medicine and milk for a sick child. In some instances we have
been able to save a wage earner as much as $4 per week.

One would indeed be lacking in human sympathy and
be subject to the criticism of being most reactionary, if
he voiced any opposition to any movement or system
which accomplished the matters stated in Mr. Dewey’s
letter. The more that these things can be accomplished,
the more it will be to my liking. But how does our
Deputy Commissioner or other officials of the system
reconcile such statements as just quoted with their
arguments to the effect that the benefits of savings bank
life insurance should be open to everybody, whether their
babies lack milk, shoes or fuel, and take the position that
a multi-millionaire is just as much entitled to receive the
benefits of savings bank life insurance as the class of
people which he speaks of in his letter. This is just an-
other example to prove that our Deputy Commissioner is in
effect the “ace” salesman for the savings banks writing
life insurance, and is not acting in a supervisory or regu-
latory capacity. It is also an example of the fact that
the Deputy Commissioner and others engaged in the
system try to make it appear to the public that it is
a social institution and not a private insurance busi-
ness.

In another letter written on the stationery of the
Commonwealth by the Deputy Commissioner he states
in part:

What I am concerned about are the poor people who are being ex-
ploited by the weekly premium companies.

Incidentally, may I state that if any of our citizens
are being exploited, then certainly it is the duty of our
Insurance Commissioner to take steps to stop it.

In an article written by Mr. Charles H. Cosgrove, one
of the staunchest supporters of savings bank life insur-
ance, in the issue of “The Pioneer” of November, 1938,
he states:
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We submit that if the same spirit of generosity declines in propor-
tion in the years to come, “the -poor man’’ will find that the purchase
of a life insurance policy will depend upon what the insurance boys
wish to offer him.

Many other facts, such as the state appropriation,
etc., can lead to but one conclusion, and that is that
savings bank life insurance was instituted for the purpose
of enabling the so-called “wage-earning population,”
“the laboring element,” “the person of small means,”
to purchase life insurance at a minimum of cost with
the financial aid and assistance and subsidy of a state
appropriation, as a social service undertaking.

The proponents of savings bank life insurance contend
that life insurance is a necessity of life, and that conse-
quently the citizens of the Commonwealth should be
enabled to purchase it at the lowest possible cost, and
that the connection of the Commonwealth with savings
bank life insurance is entirely proper and necessary in
carrying out this purpose. I have been unable to reconcile
many of the statements made by various proponents of
the system. In so far as such statements relate to the
question of whether or not savings bank life insurance
is a social institution or a private business enterprise,
they are inconsistent and contradictory, and in the course
of my study of the subject I have been almost forced to
the conclusion that the inconsistent position assumed by
some of the proponents has been intentional on their
part.

It w’ould seem entirely logical to assume that the intent
of the original sponsors of the law was either to conduct
savings bank life insurance as a social service enterprise,
with the aid of state funds, etc., for the benefit of a cer-
tain portion of our population, or that it should be a
private business undertaking conducted by the savings
banks. There would seem to be no escape from either
one of these two premises. However, its present pro-
ponents claim in one breath that it was not intended to
benefit only a certain portion of our citizens, and that
it is a private enterprise in no way connected with the
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State or subsidized by it, and in another breath represent
it as a social enterprise or institution and try to make it
appear as though it were a public undertaking.

In the comprehensive article written by Mr. Clyde S.
Casady previously referred to he states:

As a matter of law and as a matter of fact it (savings bank life
insurance) is not state insurance. The savings bank insurance law
makes this very clear. The State’s participation in it consists only
of very careful supervisory and administrative control.

If the latter statement, to the effect that the State’s
participation consisted only of supervision and adminis-
tration, were a fact, there would now be little opposition
to the system. But as I will hereafter point out, the
State's participation, whether so intended by the law or
not, has gone far beyond that of supervision and regu-
lation, and the actions of certain officials connected with
the system have now reached the point where it is im-
perative, if we are to maintain our fundamental principle
of individual initiative and for the protection of private
enterprise, for the State to take such steps as are neces-
sary to leave no room for doubt that the State’s partici-
pation is exactly what Mr. Casady represents it to be
at present. It is for this purpose that I make the recom-
mendations hereinafter contained, and will show that
no other branch of our state government is in any way
similar or analogous to the situation now existing with
relation to savings bank insurance. Incidentally, a
reading of the article written by Mr. Casady will disclose
that it repeatedly uses the term “wage earners” and indi-
cates that the system was inaugurated for the benefit of
the wage-earning population of the Commonwealth.

While it is true that the savings banks are more or less
an innocent party to the entire matter, because of the
fact that they originally did not seek to become engaged
in the sale of life insurance, it is admitted that they are
now very much interested in the system for various
reasons other than that of simply being the agency
through which the citizens can obtain life insurance at a
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minimum of cost; for example, as stated by Mr. Casady
in his article, page 26:

Savings banks and their trustees, as such, are interested in engag-
ing in life insurance partly for the sake of increasing their service to
the community, and partly through the belief that in obtaining
policyholders in their insurance departments they thereby encourage
people to become depositors in the savings departments. Thus there
is both a social and selfish motivation behind the entrance of banks
to insurance.

Under the heading of “State Control,” Mr. Casady
states, on page 25:

The Commissioner and Deputy Commissioner, whose functions cor-

respond generally to those of the executive and administrative officers of
a commercial company, are, as state officials, free from any control
by either the policyholders on the one hand or the insuring banks on
the other, and they may therefore consider all of the numerous and
important questions of business policy with a view only to the safety
and welfare of the banks and the interests of the policyholders, and
the continued sound growth of the institution.

The same statement in substance is made by Mr.
Casady as applicable to the State Actuary and the Medi-
cal Director. The fallacy and incorrectness of this state-
ment can, I believe, be clearly demonstrated, and can
be proven beyond all reasonable doubt. As a matter of
fact and actual practice, the Commissioner, the Deputy
Commissioner, the Medical Director and the State
Actuary are to all intents and purposes employees of the
savings banks writing insurance, and are directly con-
trolled by the trustees. Particularly are the actions of
the Deputy Commissioner, who is represented by the
savings banks as a state employee, directly controlled
by the trustees, as has been clearly demonstrated since
the Commission was established, by their prohibiting
the Deputy Commissioner from continuing certain activ-
ities in which he was previously engaged. In my opinion,
it is a misrepresentation to state that the Deputy Com-
missioner is in reality a state employee. While his
salary, as well as that of the State Actuary and Medical
Director, is provided for in the annual budget appropria-
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lion of the State, these salaries are reimbursed by the
savings banks. It is a ridiculous, unsound and uncalled-
for situation, unique and unparalleled in our state
organization.

With relation to life insurance being a necessity of life,
Mr. Casady in his article states:

The State, without establishing any form of state institution, is
aiding its citizens to learn of the opportunity to purchase a necessity
of life more cheapl}'. At a time when various plans are being advanced
to help the wage earner, here is a co-operative effort that is doing
genuine good and which is helping people to help themselves.

With this objective I am in hearty accord, but when
any suggestion is made that all necessary steps be taken
to actually make it clear as a matter of fact that it
is not “state insurance,” it is immediately vigorously
opposed by the proponents of the system. Mr. Casady
further writes:

The writer sincerely believes that any institution which can reduce
the cost of one of the necessities of life by one quarter to one half is
bound to be demanded elsewhere.

So long as the “institution” which Mr. Casady speaks
of can in no way be construed as a state institution, and
is in no way subsidized or especially favored by the
State, but is compelled to stand on its own feet as a
private enterprise, there can be no quarrel with this
principle. However, this is not the situation that ob-
tains with relation to savings bank life insurance.

In support of their argument that the original law was
not intended for the benefit of any particular class of our
citizens, the following statement issued by one of the
presidents of the savings banks writing insurance is
typical:

Of course, the practical difficulty of determining which individual or
group of individuals can afford to pay the high price and which can-
not, would make the proposal entirely unworkable, even if the obvi-
ous unfairness of it did not prevent its adoption. I can see no equity
in compelling any person, whether well-to-do or poor, to pay a high
price for life insurance, if there is an institution existing which is
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able and willing to sell it to him for a lower price. The question may
be raised as to why mutual life insurance companies should favor the
limitation. They are mutual institutions conducted in the interest
of their policyholders and not for profit. Supposedly they are doing
all that they can in the way of furnishing service to their policy-
holders. If another institution can provide a cheaper or better serv-
ice for these same policyholders, it would seem that their ends, too,
as social institutions would be furthered.

This argument and statement may carry some weight
if based on the assumption that savings bank life insur-
ance is a private enterprise and not a state institution. Of
course, it is only natural for people, irrespective of their
financial status, to purchase not only the necessities of
life, but also the luxuries of life, as cheaply as possible.
But in every other line of business endeavor, and in the
purchase of every other commodity, they purchase from
some one engaged in private business, where the prices
are governed and controlled by open and fair competi-
tion from others engaged in the same business. However,
this situation does not obtain as between savings bank life
insurance and the private mutual insurance companies.
One might well ask if the State, because of advantages
and preferences granted to savings banks writing life
insurance, is to be permitted to undersell private insur-
ance companies, then why should not the State set up
other agencies whereby its inhabitants could buy other
necessities of life, such as food, clothing, coal, medicines,
etc., at lower prices than those at which they can now
purchase them from those engaged in private business.
While the proponents of savings bank life insurance decry
any insinuation that the system, as now operated and
conducted, borders on state socialism, in my opinion the
facts clearly indicate that this is exactly what it is.

I believe that some of the ardent advocates of savings
bank life insurance consider private insurance companies
as an unnecessary evil that should be eliminated. In
connection therewith the following statement made by
Joseph H. Soliday, president of the Franklin Savings
Bank of Boston, is illustrative:
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To have the law provide that nobody can buy insurance without
employing an agent is just about as sensible as it would be to have
a law7 put on the books that nobody could sell a piece of real estate
without employing a real estate broker, and I don’t understand why
our enthusiastic real estate agents have not taken a leaf from the
notebook of the insurance agents and come up here and had you make
it a law that it would be unlawful to sell or buy real estate without
employing a broker and paying him a commission. We don’t want
to put anybody out of business, but if we can make a lame man
walk, I don’t object to putting a perfectly good pair of crutches out
of business. When we have reached a point wdiere we didn’t need a
certain service that was a heavy drain upon the community, wr e have
dispensed with that service, and in a very small way that is what
savings bank life insurance is doing.

The last sentence of Mr. Soliday’s statement does not
seem to jibe with his previous statement to the effect
that "We don’t want to put anybody out of business.”

The entire statement seems to indicate clearly that, so
far as he, individually at least, is concerned, there is no
objection to putting the private insurance companies out
of business. The impression that certain savings bank
men try to convey that private life insurance com-
panies object to the savings banks selling insurance
without the use of agents —is not only untrue but
ridiculous. There has existed in this Commonwealth
for many years mutual insurance companies engaged in
writing various types of insurance, who do not employ
agents and who use the so-called “over-the-counter”
system, and by so doing the cost to the purchaser is
lower as compared with the same identical policy pur-
chased from other insurance companies through an agent.
This is particularly true with relation to automobile
insurance. Furthermore, many of our large chain stores
engaged in the sale of necessities of life, such as food, have
inaugurated the so-called self-service plan, where custom-
ers pick out their own merchandise. In this way these
companies have dispensed with the services of salesmen
and presumably can thereby sell their merchandise at
lower cost than their competitors who continue to
employ salesmen.
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Any number of similar illustrations could be made. But
the point that the savings bank life insurance proponents
apparently lose sight of is the fact that all these con-
cerns and businesses are private enterprises and governed
by the principles of open competition, and that in no
other instance in the entire Commonwealth is there any
situation comparable to that now existing with relation
to savings bank life insurance. It is of no concern of the
State, nor any one else, if one engaged in a private enter-
prise sees fit to dispense with the services of salesmen
or agents, and thereby are enabled to sell their commodity
or merchandise cheaper than their competitors. That is
their own private business affair. One can well imagine
the situation that might arise and the howl of protest
that would be raised if the State were to inaugurate a
system similar to that now existing with relation to
savings bank life insurance in other fields of private busi-
ness, and this whether such business were engaged in the
sale of the necessities of life or not.

In reply to the argument that the present set-up of
savings bank life insurance is socialistic in nature, Mr.
Casady states “that the names of many of our leading
citizens, both public and private, should belie any such
charge, and that the names of such persons would never
be associated with the term ‘socialism,’ as commonly
used.” While I agree that such public and private citi-
zens to whom he refers are in no way sympathetic to the
principles of socialism, nevertheless, the facts as pre-
sented to this Commission, in my humble opinion, estab-
lish an uncontrovertible case that the present set-up and
operation of savings bank life insurance is certainly not
in line with our accepted fundamental principles of indi-
vidual initiative and private enterprise. Mr. Casady
states further:

Such an institution with such a purpose as savings bank life insur-
ance is bound to conflict with the interest of those in competition
with it. But in the supplying of a public necessity such as insurance,
the rendering of efficient service should be fundamental. The cry
against savings bank life insurance is that it is rendering the service
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too well and at too low a cost,
the objections raised against the
with whom it is in competition,
serves, nor from the taxpayers of
of the plan itself. Not only doe

It is of particular significance that
system have originated from those
and not from the public whom it
the State, nor from the originators
savings bank life insurance stand

in the light of the objections and criticisms directed against it, but
it reflects the weaknesses and abuses inherent in the system of com-
mercial insurance, and thus points the way to a re-emphasis of life
insurance as a social institution.

Whatever the “cry” may be as stated by Mr. Casady,
I am not concerned therewith, but I desire to again point
out the fact that Mr. Casady, as a spokesman for the sys-
tem of savings bank life insurance, admits that not only
is it in competition with private business, but that insur-
ance is a public necessity, and further states in effect
that “commercial insurance,” whatever he means thereby,
is unnecessary, and that it should be conducted in its
entirety as a social institution. The arguments which I
have above stressed relative to other necessities of life
I submit should be considered before one reaches a con-
clusion on the entire matter.

It will be noted that while the proponents of sav-
ings bank life insurance repeatedly speak of the “wage
earner” and other terms similar thereto, and mention it
as a “social institution,” they likewise take the apparently
inconsistent position that the millionaire as well as the
man earning $25 to $5O per week should be allowed to
benefit from the system. I personally have no objection
to permitting the man with an income of $lOO,OOO a year
from buying his insurance at the lowest possible cost, the
same as the man having an income of $l,OOO to $5,000 per
year. But it is about time that the proponents of the
system of savings bank life insurance stopped playing
“both ends and the middle” and took a definite stand as
to just what their position is. If it is their intent that
the system is only for the benefit of the wage earner, let
them say so and stick to it. If they claim that the sys-
tem should be for the benefit of all our citizens, let them
say so, and stop using the argument that it is a social
institution and therefore should be aided, and to some
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extent, at least, subsidized, by the State with state
appropriations.

I repeat, if the system of savings bank life insurance
is to be conducted and operated for the benefit of all our
inhabitants, all well and good; but let it be conducted and
operated in every respect as a private business enter-
prise, and not as a state or “social” institution. Let it
stand on its own feet and let it sell its life insurance at
the lowest possible cost by any means it sees fit to em-
ploy, whether by the non-use of so-called agents or sales-
men, or by not having high-priced officials and offices,
or by any other means. But as a private business enter-
prise, I submit that it has no right to expect to receive
any more favors or benefits at the hands of the State than
does any other private business enterprise. Let those
engaged in the savings bank life insurance field make
a definite statement, without equivocation, to the effect
that the system is either a private business endeavor or
that it is a social institution. Obviously, it cannot be
both. The system is in no way analogous to private
charitable institutions, societies or corporations, because
none of these sell any commercial commodity or neces-
sity of life, except as it may be incidental to their general
charitable purposes. Of course, the proponents of sav-
ings bank life insurance would like to have the entire
present set-up and operation continue, without any
change whatever, because, as well stated by Mr. Casady
in his article above referred to

There are a number of reasons why savings bankers are becoming
more enthusiastic about the possibilities of savings bank life insur-
ance. First and foremost, it is a business getter. It has been found
that the establishment of an insurance department is not only a
beneficial service to the community, but also it brings business to
the banking side of the institution as well as to the insurance depart-
ment, Besides the increased service which savings bank life insur-
ance offers, savings bankers have 'personal reasons for advocating it.
It is a means of increasing the size of their banks, and the responsi-
bility of their positions.

And, may I add, I assume also their salaries
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Incidentally, the savings banks writing insurance, in
their advertising of the same, usually take the oppor-
tunity of likewise advertising its regular savings bank
department.

Why should the savings bank officials have any “per-
sonal reason” for advocating savings bank life insurance,
unless they derive some personal benefit or advantage
thereby. The inconsistency of this statement with their
position that savings bank life insurance is but a social
service undertaking is clearly apparent.

In an article written by the present Commissioner of
avings Bank Life Insurance, he states

To limit the amount of savings bank insurance which any oni
person mav buy is no more sensible than to limit the amount of grc

iries which any one person can buy on a cash and carry basis. In
feet, the proposal says that the maximum insurance a man with a

family should carry is $5,000, and if a man is fortunate enough to be
able to buy more, he should be compelled to buy it at a higher price

'.panics.” There can be no justifica-Rom the pru
tion in compelling any person, whether well-to-do or poor, to pay a
higher price if there is an institution existing which is able and will-

to sell it to him for a lower price

Just what does the Commissioner mean by the term
“private insurance companies”? What does he con-
sider savings bank life insurance? Here is an apt illus-
tration of the inconsistent position which the proponents
of the system assume. On the one hand, as previously
stated, they claim that it is not a state institution, that
it is not state insurance, but that it is a private enter-
prise. But when it suits their convenience they refer to
it as a social institution and differentiate it from a pri-
vate insurance company or a private enterprise. It is
to once and for all settle the question and the issue of
just what savings bank life insurance actually is, and to
establish it once and for all either as a social institution
to be aided by state appropriations and by private chari-
table sources, or to place it in the same category as all
other private enterprises and private businesses, that my
report is submitted for the consideration of the Legisla-
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ture. If it is to be considered in the future as a social
institution and not as a private business, then its bene-
ficiaries should be limited.

To put it in another way, the question to decide is,
whether savings bank life insurance is a social service, or
is it a competitive institution? If it is a social service,
then, of course, there must be a measure of the service
rendered and some point where it must of necessity end.

Mr. George L. Barnes, at one time Commissioner of
Savings Bank Life Insurance, in relating to the Com-
mission how he assumed that position at the request of
Governor Coolidge, stated that the Governor urged him
to take the position on the ground that he ought to
make some contribution to the public welfare that it
contemplated. Mr. Barnes stated that savings bank fife
insurance was more or less a public welfare matter, and
that it was inaugurated and designed to give all the
people of Massachusetts, rich and poor alike, an oppor-
tunity to buy one of the necessities of life, to wit, life
insurance, at cost. When I asked him why the State
should not do the same with relation to all other necessi-
ties of life and set up some sort of an agency or system
whereby all the people of the Commonwealth could buy
clothing, food, coal, electricity and everything else that
might come in the classification of necessities of life, at
cost, his reply was as follows; “Well, you authorized
that in the Constitutional Convention of 1919.”

He stated to the Commission that an amendment to
our State Constitution was adopted in the Constitutional
Convention of 1919, which was referred to the people
and adopted by them to permit the towns and cities of
this Commonwealth to furnish food, shelter and coal at
cost to the people, and that this amendment was now
part of our state Constitution. Mr. Barnes further
stated that he was a member of the Constitutional Con-
vention that adopted this amendment. I asked him
if he would be kind enough to supply or furnish the
amendment referred to, and while he promised to do
so, the same has not been received by me. How-



1939.] HOUSE No. 2124. 55

ever, inasmuch as the principle involved in the present
statutory set-up and administration of savings bank life
insurance is to me the all-important factor in the entire
matter, I have carefully read our state Constitution,
and the only reference which I find to Mr. Barnes’ claim
is the following amendment:

Article XLVII. The maintenance and distribution at reasonable
rates, during time of war, public exigency, emergency or distress, of a
sufficient supply of food and other common necessaries of life and the
providing of shelter, are public functions, and the commonwealth
and the cities and towns therein may take and may provide the same
for their inhabitants in such manner as the general court shall de-
termine.

A reading of the same will clearly show that Mr.
Barnes was entirely erroneous. Consequently, the ques-
tion which I put to Mr. Barnes in all sincerity, hoping
that he might aid me in determining the issues raised, is
just as pertinent at the present time as it was at the time
of the hearing, and I submit to the consideration of the
members of the Legislature the same inquiry that I sub-
mitted to Mr. Barnes at the hearing, and would request
each and every member of the Legislature, before acting
on this matter, to ask himself the same question which
I have been trying to secure an answer to from the pro-
ponents of savings bank life insurance since the hearings
of the Commission began.

To show how ridiculous it would be for the Common-
wealth to set up a system such as is suggested in my
question to Mr. Barnes, and how repugnant it was even
to him, as one of the foremost and most ardent advo-
cates of savings bank life insurance, I quote the following
testimony:

Question Sherman: “Why shouldn’t they, (referring to all the
people of the Commonwealth) be allowed to get them (referring to
all the necessities of life) at cost, the same as Savings Bank Life
Insurance?”

Answer Barnes: “Speaking personally I am in favor of it.”
Question Sherman: “You are in favor of it? You mean that

seriously, I take it.”
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Answer Barnes: “No I don’t, Mr. Sherman
Sherman: “No, The thing that bothers me is the prinoipl

volved in this thing. If it is proper for the State to set up an a£
whereby all the people of the Commonwealth, irrespective of th
financial status in life, rich and poor alike, can buy what you call
necessity of life at cost, why shouldn’t we do it with everything?

Bahnbs: “I think there is a clear distinction, Mr. Sherman.”
Sherman: “I would appreciate it very much if you would help

out by pointing it out, if there is one.”
Barnes: “I think your insurance stands on a different basis

the stuff that you refer to.”
Sherman: “Why, and how?
Barnes: “Well, I do not think it is in the nature of a man

tured commodity such as you are talking about. Of course what y
are talking about are things that are manufactured in Massachusett
and if the State goes into the business of producing them at cost
you are going to put out of business all your industries in the Stab
and have all your present employees unemployed. No question al
that

Sherman: “Why not do away with the middleman, as you
to the agent

Barnes: “He has been done away with in practically everythir
except insurance

Sherman: “Then you would do away with all retail stores
let them buy from the manufacturer:

Barnes: “No, I don’t say that. I say that the so-called iobbe
between the manufacturer and the retail store, has been pretty wei
lone away with, and that is what has been done here. But still yo:
have your broker the insurance agent —in between your manu-
facturer and your purchaser, and he says he is entitled to earn
living. Perhaps he is; I don’t know. He says he is entitled to ha'
the State protect Ins livelihood. Perhaps he is

Sherman: “I am not at the moment directly concerned with t;
agent. I am concerned right now with the insurance companie
themselves, in so far as my questioning is concerned

Barnes; “Well, I have answered as best I could, Mr. Sherma
I think there is a very substantia! difference between furnishing life
insurance to protect people when they die I think there is a very
substantial difference between that and manufacturing by the State
of the necessities of life and puttir
where the people are not being

them out at cost, as I have sail
larged excessively under presei
the State would then have tl

c

conditions. If they were, I thinl-
right to do it.”

Apparently Mr. Barnes’ attempt to point out a dis-
tinction between savings bank life insurance and other
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necessities of life is based on the fact that other neces-
sities of life may be manufactured articles, and also on
the fact that the premiums charged by the ordinary insur-
ance companies are excessive and too high. There are
many necessities of life that are not manufactured
articles, and even with respect to those that are, if Mr.
Barnes’ theory is correct, then I submit it is just as logi-
cal for the Commonwealth to purchase all the necessities
of life and set up a system of distribution or sale to its
people without profit along the same lines as the system
now existing for the sale of life insurance by the savings
banks.

Mr. Barnes admitted that he is not in favor of taking
out the profit principle from the sale of life insurance, but
stated that he thought the premiums were greatly exces-
sive. Let us assume, for the sake of argument, that Mr.
Barnes is correct. Is this fact, alone, sufficient to war-
rant the State in supporting another private business
corporation engaged in exactly the same line of business
as the regular insurance companies, and which in effect
allows the State to enter into competition with them?
I have no doubt but what there are many commodities
and necessities of life, the prices of which in the opinion
of many of us are too high, but I raise the question as to
whether or not the Legislature would deem it proper
and advisable for the State to set up an agency or system
similar to savings bank life insurance in order to meet
this condition, or for the purpose of selling those same
necessities of life to the people of the State at cost. I
queried Mr. Barnes as to whether or not to do so would
be tending toward the principle of state socialism on the
one hand, as against the principle of individual enter-
prise and private business on the other. His answer was
that he doubted if savings bank life insurance was ap-
proaching the principle of state socialism, with only
$155,000,000 of insurance in force. This answer to me
is somewhat ridiculous, because it is not the amount of
insurance outstanding that is the determining factor as
to the principle involved.
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It certainly cannot be contended that the savings bank
life insurance system, Avith approximately $150,000,000
of insurance in force, is not, under its present set-up,
tending toward the principle of state socialism because
of the amount of insurance outstanding. Are we to assume
that if the savings bank life insurance had more insur-
ance outstanding than all the other mutual insurance
companies in the State combined, Mr. Barnes would
then admit that it Avas tending toAvard state socialism?
In other Avords, the point that I am trying to make clear
is that the amount of insurance outstanding is not only not
the determining factor, but in nowise is even an element
to take into consideration. Mr. Barnes’ position is that
while he does not believe that the profit and profit motive
should be taken out of the sale of life insurance, he be-
lieves that the present premiums charged are not justified
in that certain methods of efficiency could be installed in
the insurance business to bring the costs of insurance
doAvn. Let us assume for the sake of argument that his
criticism is justified. Does that justify the State in sup-
porting another pi’ivate enterprise in competition with
our other insurance companies, and if it does, then cer-
tainly there should be no opposition to extending the
principle into every other necessity of life.

Mr. Barnes, referring to the mutual insurance com-
panies, stated to the Commission:

They are all fine, high-grade, perfectly solvent, good companies,
doing a good job and furnishing the people Avith insurance that ought
to be furnished with it.

If this is so, I wonder upon Avhat theory Mr. Barnes
and the other proponents of savings bank life insurance
claim that they should continue to be subjected to the
type of competition that they haAm encountered since
the establishment of savings bank life insurance, which
is conducted under a statutory set-up that is applica-
ble to no other business or industry within the confines
of our CommonAvealth.
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One of the representatives of organized labor, referring
to savings bank life insurance, stated;

It gives to people an opportunity to buy something, if you
want to call it that, at wholesale, call it that, but it gives a fellow
just so much of his annual income, his small annual income, gives
him an opportunity to buy more of an estate than he otherwise could
do if he was obliged to buy from private insurance companies.

Here, again, the word “private” is used which gives
the impression that the proponents of savings bank life
insurance must of necessity consider it a public and not
a private institution. This, of course, is not the fact.
Furthermore, if this argument is sound as to life insur-
ance, then, as already stated, it is equally sound so far
as other necessities of life are concerned.

The following statement was submitted to the Com-
mission by one of the largest retail merchants in the
Commonwealth, and a staunch supporter of savings
bank life insurance:

Savings bank life insurance has demonstrated that it is possible to
sell life insurance without setting up an elaborate and expensive
overhead expense. People are buying life insurance over the counter
at their savings banks, which proves that people are willing to go for
it because they know it is cheaper and leaves more money in their
pockets for other consumer purchases. I believe that the insurance
companies could perfectly well set up a system of selling life insur-
ance over the counter at low cost, and thus compete with savings
bank life insurance. In other words, the proper remedy is to take
the hint from savings bank life insurance and reduce selling expenses.

No one can find fault with this position if it were
only a question of one private concern adopting one sys-
tem of selling its merchandise and another private con-
cern adopting a different method: if that was all there
was to it, there would be no room for argument. But,
as has been, and will be, pointed out, it is the tie-up in
connection with the State and savings bank life insurance
that enters into this situation. If the savings bank life
insurance system desires to sell its insurance without
emplojnng agents, that is entirely their own affair; if,
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on the other hand, the other mutual insurance companies
desire to employ agents, that is their own affair; and if
one system permits it to sell its commodity at a lesser
cost than the other, then there is no just room for com-
plaint. But, in any event, it seems to me it cannot
be logically contended that the system which uses no
agents, as a private business enterprise, should be un-
fairly aided by the Commonwealth in carrying on its
busine

The same individual further stated

I have been convinced for a great many years that it is sound Amer-
ican policy to let competition operate with a minimum of govern-
mental restriction, because in this way the consumers, for whom
business exists, will be best served.

With this principle no one can find fault, and it is to
eliminate the government or state tie-up with savings
bank life insurance, which results in unfair competition
between two private business enterprises, that my
recommendations are made.

The present Commissioner, Mr. Bullock, suggested
that one way the insurance companies could get down to
compete with savings banks is to write their insurance
direct, and mentioned as an example the Liberty Mutual
Insurance Company that is engaged in writing certain
types of insurance policies, mainly automobile insur-
ance. But the point to bear in mind is that the Liberty
Mutual Insurance Company and all other companies
doing business in a similar fashion are under exactly
the same control of the Insurance Commissioner of the
Commonwealth as are all other insurance companies,
and that there is no difference whatever so far as regards
its connection with the State. This is entirely unlike
the situation existing with relation to savings bank
life insurance, and any suggestion that it be placed in ex-
actly the same position as other insurance companies is
strenuously opposed.
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Radio Broadcasting and Other Forms of Adver-
tising —ln Behalf of Savings Bank Life In-
surance.

Up to a short time ago regular radio broadcasts in
behalf of savings bank life insurance were conducted by
the Deputy Commissioner and others, and many of the
statements used in said talks were of such a nature that
since the hearings by the Commission began, the trus-
tees have censored all the radio broadcasts. Entirely
apart from the propriety of the Deputy Commissioner as
a state official engaging in this activity, the following
quotations from some of the broadcasts are illustrative
of the unfair procedure and tactics employed by the
Deputy Commissioner:

(February 15, 1937.) When you buy life insurance from an agent
on commission, you pay him for selling you and for his time in calling
on a lot of people he didn’t sell. These gentlemen (referring to the
agents) seem to think that they have a vested right in commissions —■

that the insurance-buying public owes them a living and ought to
be willing to pay a price for life insurance which will include a com-
mission to the agent. When someone in the life insurance business
puts that up to you, why don’t you offer to make him a present of
120.00, or whatever his commission may be, and then buy your insur-

ance in the savings banks and save money on the future payments
anyway. Call or write savings bank life insurance, State House, or
this station.

It will be noted that the use of the term “State House”
is used, and although the Deputy Commissioner admitted
on examination before the Commission that this should
not have been done, and would not be done in the future,
there is nothing to prevent it from being done in the
future under the present set-up.

In another broadcast under date of March 21, 1937,
Deputy Commissioner Dewey stated in part:

In savings bank life insurance no solicitors arc employ
;et the savings.

rou
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In view of the so-called field agents employed, this is
clearly a misstatement of fact, as will be more fully
shown hereafter.

In another broadcast it was stated

(Friday, May 21, 1937.) Well, for twenty-eight years the brains
of the State House have tried to tell you about this opportunity

. . .

if you live in Massachusetts you can buy life insurance protection in
the Savings Banks for what it ought to cost. Call or write Savings Bank
Life Insurance, State House.

Again, in this broadcast the statement is made to
“call or write savings bank life insurance, State House,
or this station.”

In a broadcast under date of April 14, 1938, the follow-
ing statement, referring to the limitation bill, was made:

The bill as yet hasn’t passed and you can still buy savings bank
life insurance, we understand, from the insurance authorities.

The Deputy Commissioner, Mr. Dewey, admitted
that the radio broadcasts which have been so bitterly
complained of had been written by him, and up until a
few months ago had never been submitted to any of the
officials of the banks. In other words, here again is an
illustration of one who is apparently a state official,
holding the official title of “Deputy Commissioner,” not
only writing the speeches but actually doing his own
broadcasting in the aid of a commercial undertaking by
a private business enterprise, and over which he has
supervision, which is in competition with other private
business in the Commonwealth. However, since the
Commission was organized, the officials of savings bank
life insurance apparently have recognized that many of
the statements in the broadcasts were uncalled for and
went too far, and the Deputy Commissioner has been
ordered to submit all his speeches to a committee of the
treasurers of the banks, and since this procedure has
been followed much of the reprehensible and objection-
able statements used have been eliminated from the
broadcasts. In justice to the officials of the banks them-
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selves, it should be stated that Mr. Dewey in his testi-
mony absolved the treasurers of the banks from anything
that may have been said on the radio prior to the time
that the broadcasts were submitted to them, and stated
that they were not responsible for the broadcasts that
were used before that time. I quote him;

I want to clear the treasurers of any criticism that could be made
if those 1937 broadcasts. Those criticisms should be made to me.

They were all on my shoulders. The treasurers did not see those
before they were made, but for the past five or six months the broad-
casts have been approved by the treasurers of these banks.

While the broadcasts are now apparently under the
supervision and jurisdiction of the treasurers of the
banks, they are still prepared by the Deputy Commis-
sioner. When the propriety of his doing so was ques-
tioned, one of the spokesmen for the savings banks
stated:

The advertising and the development of savings bank life insurance
in respect to these broadcasts and other advertising is done by the
insuring banks. They are the insurance companies; that is, I mean
in that respect, they stand on the basis of insurance companies. They
are advertising their business. Ido not see why they haven’t a right
to advertise it.

Granting all this, I submit for the consideration of
the Legislature; Is it proper for a state official, the Deputy
Commissioner, to write these broadcasts in the first
instance, or to have any connection whatever with the
advertising of the business of the savings banks, which,
as is admitted, stand, with respect to advertising, exactly
on the same basis as all other insurance companies?

At the end of all the radio broadcasts the statement to
the effect that information relative to savings bank life
insurance can be obtained, amongst other places, from
the State House is made, clearly intending to convey the
impression to the listening public that the system in
some way is a state institution as distinguished fronr a
private enterprise. While the Deputy Commissioner
stated to the Commission that the use of the words “in-
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surance authorities” was unjustified, and admitted that
it should not be so used, and while it is true that during
the past few months these broadcasts have eliminated
all reference to the “insurance authorities” or the “State
House,” simply by order of the officials of the savings
banks themselves, there is nothing to prevent such terms
being included in future broadcasts. It is to prevent
this situation from again arising that some legislation
should be enacted, and that the entire set-up of savings
bank life insurance should be disassociated and dis-
connected with the Deputy Commissioner’s office. It
might well be that when the work of this Commission is
completed, and in the event that the Legislature at this
session sees fit to let the entire set-up remain as it is at
present, the same matters formerly complained of will
again be resorted to. I do not mean to say that they
will, but simply to point out and stress the fact that,
having recognized the unfairness of the situation, and
having voluntarily eliminated some of the grounds of
just criticism, there should now be no objection on the
part of the savings banks to having it clearly stated in
the law as to just what may be done and what shall not
be done. This can all be very easily accomplished, with-
out in any way weakening or endangering the system of
savings bank life insurance, by carrying out the recom-
mendations which I shall hereafter make.

The following excerpts are quoted from a letter writ-
ten by the present Deputy Commissioner on August 22,
1935, in answer to questions submitted to him by a
prospective purchaser of savings bank life insurance, on
stationery bearing the state seal, and which letter was
later given general distribution by the Deputy Commis-
sioner’s office:

In reply to the question, ‘ ‘ Does the Commonwealth
in any way guarantee the financial safety of these con-
tracts?” the answer, covering six pages, contained the
following statements:

No, not in the iisnal meaning of the word guarantee. The Com-
monwealth does not in any way, either in writing on the policy or by



1939.] HOUSE —No. 2124. 65

statute, expressly or by implication promise or guarantee that it will
provide public funds for the purpose of paying any amount due or
to become due under a savings bank life insurance policy.

For while it may not fairly be said that the Commonwealth guar-
antees the savings bank policies, yet it has surrounded them with
certain safeguards making for added safety which are not found with
the commercial companies. These are not guarantees, but they cer-
tainly constitute added assurances of safety.

The policyholder in the Massachusetts system of savings bank life
insurance has the advantages of special statutory provisions making
for the “financial safety” of his policy, which are not enjoyed by
policyholders in any other life insurance institution.

In reply to the question “What service is offered a
policyholder comparable to that rendered by agents?”
the answer, making seven pages, contained the following
statements:

Nor do I believe that this advisory service, if needed, should be
provided in the persons of life insurance agents. They are not, in
my opinion, qualified for such services. Many life insurance agents
have no knowledge of life insurance except how to sell it. Moreover,
they are disqualified by personal interest. However well disposed he
may be, no one should presume to advise in a matter where his own
interest is at stake.

Men are now and then placed in strange situations, but the funda-
mentals of proper conduct remain the same, and I know of no condi-
tion of society in which it has been thought proper for one to act as
counselor in a matter involving his own interests. It is assumed that
men are not capable of impartial judgment under such circumstances.
In those professions where the needs of society require the free exer-
cise of judgment, personal interest is required to be excluded. Any
judge or lawyer who is presumed to repose such confidence in his own
capacity for detachment from personal interest would be removed
from office.

This principle was recognized at least as long ago as the time of
the declaration that “No man can serve two masters,” and the possi-
bilities for evil in departing from it are not lessened by the fact that
one of the several masters is himself. One is not to be taken as con-
doning violation of that principle in any jurisdiction merely because
one observes that the nature of such violation, so far as it occurs
among life insurance agents, stands out with particular clearness in
Massachusetts. That is not because of any localized difference in
the principle, which is the same universally, but merely because in
Massachusetts there can be no dispute about the facts. Whenever
a life insurance agent in Massachusetts advises a (so-called) client to
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buy life insurance in the agent’s company lie does it knowing that
the client could buy the same protection at substantially less cost in
the savings banks under a policy at least equally good. The agent
thus demonstrates clearly that he cannot give impartial advice where
his own financial interests are at stake.

Nor is there necessarily a stigma attached to being a life insurance
agent. That is what life insurance salesmen are; but they seek
to build themselves up in the public mind into the position of
“advisers” not salesmen trying to make commissions, but “coun-
selors ” providing “clients” with“services.” Apparently it is expected
that each person who pays more than he ought to for life insurance
will get some satisfaction from the fact that he is following the ad-
vice of a “counselor.” The prophet Ezekiel is reported as having
complained that an injustice had been done him by his “guide and
counselor,” his “own familiar friend.” Apparently, in the life insur-
ance business the relationship is supposed to provide consolation for
the injustice.

Why has it seemed to life insurance agents so desirable to build
up in their business this atmosphere of counselor and client which
usually surrounds fiduciary relationships? Why do they talk about
“services”? I believe it is because it is thought to be helpful in
diverting attention from matters more susceptible of accurate analy-
sis and appraisal, particularly in the question of cost. The average
life insurance agent would rather discuss any other subject than the
cost of life insurance. When cost is mentioned the agent is tempted
to exclaim with Falstaff, “No more of that . . . there you come
near me.” It is true that cost is important to the man paying the
premiums, but it is not an attractive subject to a life insurance
agent and should be avoided it may lead the discussion as to how
far the cost is necessary. The “prospect” should be led to think
something else. In Massachusetts this is a necessity. Savings bank
life insurance has proved beyond question that the price paid for fife
insurance in the companies is far in excess of the necessary cost.
For the companies and their agents in Massachusetts it is necessary
to avoid that question.

That should, of course, be done in any event, so as to protect and
preserve the agency system. For the agency system, with its high
costs and waste, seems to be the only system which the management
of the commercial companies is willing to employ.

The above quotations clearly indicate a bitter hos-
tility on the part of our Deputy Commissioner to our
insurance companies and their agents, and apparently
the Deputy Commissioner is very desirous of destroy-
ing the entire agency system in connection with the sale
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of life insurance. As a state official, I earnestly suggest
that his activities as a state official have been primarily
in the nature of acting as the “ace salesman” for savings
bank life insurance, and have been absolutely reprehen-
sible and should no longer be tolerated. While the same
statements and activities on the part of some employee
of the savings banks might be considered proper, it is
certainly improper for an official of the Commonwealth
to engage in such practices. My criticism of the Deputy
Commissioner is not directed to him personally, but only
as to the activities which he has engaged in while hold-
ing the position he does. I believe that the Deputy
Commissioner is an able and conscientious individual,
and while there can be no doubt that he knows the
business of savings bank life insurance, I believe he has
allowed his enthusiasm and interest for it, and his in-
herent objection against all other life insurance com-
panies, to carry his activities far beyond the duties im-
posed upon him by law, and has exceeded his rights and
prerogatives thereunder.

I believe the following criticism contained in an article
entitled “A Request from the Massachusetts Associa-
tion of Life Underwriters that the Department of Sav-
ings Bank Life Insurance be compelled to act as an
Administrative Department rather than a Department
of Sales,” to be well merited:

We submit that the Department of Savings Bank Life Insurance
has been and is conducting a vicious, illegal and unwarranted attack
against those engaged in the life insurance business in the Common-
wealth, and that instead of an administrative branch as intended
under chapter 63 of our General Laws, and as agreed to and alleged
in that certain pamphlet promulgated and signed by the Deputy
Commissioner, “Brief Survey of the Massachusetts System of Savings
Bank Life Insurance and Annuities (1937 Edition),” we find it to be
in fact a selling organization, making use of all the prestige of the
Commonwealth, and dedicating itself to the task, by innuendoes and
direct statement, of the destruction of the business of those persons
and institutions that this Department believes to be its competitors

that is, the insurance companies and the agents domiciled or oper-
ating in the Commonwealth.



[Mar.HOUSE No. 2124.68

Savings bank life insurance has been favored so far
as taxation is concerned. Ordinary insurance companies
pay both state and Federal taxes. Savings bank life in-
surance pays no Federal tax. .Its state tax is computed
on the same basis as the funds existing in the savings
departments of the savings banks. Savings bank life in-
surance has paid about one quarter the amount of tax
that would have been paid if the insurance department
funds of the bank had been taxed as life insurance is
taxed, instead of as savings bank funds. This enables
the banks to enjoy an annual savings on this account
amounting to about 1| per cent of the premium income.
It has been computed that the savings on these taxes,
with compound interest at the rate of 5 per cent, amounts
to over half a million dollars. All annuities in Massa-
chusetts from whatever source other than those bought
through savings banks are taxed at per cent, but
savings bank annuities are tax free in the hands of the
holder. It is possible, therefore, for one to purchase
from the savings banks an amount of annuities giving
an annual return of $5,200 which is tax exempt . This
certainly does not lend any weight to the argument that
savings bank life insurance is a social institution oper-
ated primarily for the benefit of the so-called poorer
element, or working class.

It is interesting to note that the New York law estab-
lishing savings bank life insurance, and which went into
effect the first of 1939, provides as follows:

Taxation.

The General Insurance Guaranty Fund and savings and insurance
banks which are engaged in the conduct of an insurance business au-
thorized by the provisions of this article shall be subject to taxation
as domestic insurance companies.

The same provision should be put into effect in Massa-
chusetts.
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State Appropriation.

For a period of about twenty-seven years the State in
effect subsidized savings bank life insurance. During
that period over $550,000 was appropriated by the Com-
monwealth to pay certain salaries and expenses of con-
ducting and operating savings bank life insurance. While
certain of the salaries and expenses have been repaid to the
State by the savings banks since 1934, the above amount
of over one half a million dollars has not, and never will
be, repaid. Were interest to be added on to the appro-
priation, the amount which the taxpayers of the State
have put into the savings bank life insurance system, a
private business enterprise, would amount to approxi-
mately $1,000,000. In other words, the taxpayers of
the Commonwealth have been assessed over $1,000,000
to help operate and conduct a private enterprise in direct
competition with other private business. If the law rela-
tive to the refund of state appropriations had required
the banks to refund to the State all previous appropria-
tions with accumulated interest at the rate of 5 per cent,
the surplus and General Guaranty Fund of the savings
bank life insurance system would have been practically
completely wiped out, and their reserves impaired. It can-
not be denied that by the annual appropriation made
by the State over a period of years to support the sys-
tem, all the taxpayers of the Commonwealth, no matter
to how little an extent, have helped to support a private
business undertaking. In fact, even the taxes paid by
the regular mutual insurance companies have gone to help
support one of their competitors, to wit, savings bank
life insurance. In addition, many gifts and donations,
estimated to amount to $250,000, have been made to
the system by individuals probably on the same principle
that they contributed to any charitable fund. Is it not
somewhat of a ridiculous situation for the taxpayers of
the State to have appropriated this large sum of money,
and for worthy individuals to have made donations, to
enable even a millionaire to purchase life insurance at a
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somewhat lower cost than what he could buy it for from
other mutual insurance companies? Even at the present
time the Commonwealth, by its annual appropriation, is
subsidizing savings bank life insurance because, not only
is the appropriation repaid without interest, but also
because it is paying the salaries in the first instance of
many employees and officials that in reality are em-
ployees of the savings banks and should be paid by them.
Although the amount of interest involved is small, the
principle involved is great, because it carries out my
contention that all the taxpayers of the Commonwealth,
no matter in how slight a degree, are aiding and subsi-
dizing the carrying on of what is admitted to be a private
business enterprise. This situation will not be cured by
the savings banks agreeing to repay the total amount
of the state appropriation, plus interest, because the
principle involved will remain the same. There is no
more reason why the Commonwealth should advance
or loan money, even if it charges interest, to the private
business enterprise known as savings bank life insurance
than for it to advance or loan money to any other private
business enterprise in our Commonwealth.

In permitting savings bank life insurance to be con-
ducted on its present basis, the Commonwealth is in
reality discriminating against its own citizens, to wit, its
mutual life insurance companies. A mutual savings bank
is owned by its depositors. It is strictly a private cor-
poration. A mutual life insurance company, which in-
cludes the savings banks writing insurance, is owned by
its policyholders and is also strictly a private corpora-
tion. Both are engaged in a highly respectable and im-
portant business. There is no reason why savings banks
should be preferred and favored to the extent of dis-
criminating against our mutual life insurance companies
which are now being subjected to unjust and unfair
treatment.

At the time savings bank life insurance was instituted,
it is true that there was reason for complaint against
some of the life companies which had resulted in the
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Armstrong Investigation in New York. However, there
was no reason to complain of the mutual life insurance
companies in Massachusetts, then in existence, and no
complaint was made against them. While the great in-
stitution of life insurance has been built up through the
efforts of private organizations and private individuals,
it is unfair for the Commonwealth of Massachusetts to
assist other private competitive organizations which are
not subject to the same burdens and the same obliga-
tions. If the State is to permit savings banks as private
corporations to engage in the life insurance business in
competition with mutual life insurance companies, it is
only fair and equitable that the business should be con-
ducted by both parties on exactly the same basis. Each
should share the same burdens, be subject to the same
laws, and enjoy the same privileges. If this result is
accomplished, I can see no reason why there should be
any limitation whatever on the amount of insurance
which any individual savings bank can write, as is now
the case. Neither should there be any prohibition
against the employment of solicitors or agents if the
banks so desire.

It has been figured out that approximately 22 per cent
of the entire dividends to policyholders in savings bank
insurance has been supplied from funds other than those
created from policyholders. It is also a fact that in some
instances the savings departments are charged with
expenses of administration which should be properly
chargeable to the insurance department of the savings
banks. The argument used by the proponents of the
system, that it is cheaper insurance because no agents
are employed and no commissions paid, fade into compar-
ative insignificance when these various factors are taken
into consideration. It is, indeed, doubtful that if savings
bank life insurance had been over a period of years,
and was in the future to be, conducted strictly as a pri-
vate enterprise, there would be much, if any, difference
in the premium. Masquerading over a period of years
as a social institution, intended to help the working class
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and the wage earner of the Commonwealth to buy a
necessity of life at cost, and having put itself in the same
class as other charitable organizations by accepting gifts
and donations from private individuals and other sources,
by being aided by state appropriations and furnished with
quarters and other incidentals by the State, and being
given preference in many other ways, the proponents of
this so-called social institution nevertheless have not the
slightest hesitancy in claiming that the benefits derived
from the foregoing should be open to all, irrespective of
one’s financial status to a Rockefeller and Morgan, as
well as to the lowest paid wage earner of the Common-
wealth. Every other social agency of the Commonwealth
maintained by the taxpayers, such as old age assistance,
soldiers relief, public welfare, etc., is controlled and gov-
erned by the need of the recipients and applicants. The
recipients of these public funds are provided with the
bare necessities of life. It is just as logical to argue and
contend that a man making SlO,OOO a year or over is
just as much entitled to receive the benefits of these
various state agencies as are the real needy citizens of
the Commonwealth.

The savings bank life insurance system, as a result of
having been housed at the State House over a long period
of years, has probably saved itself in rentals close to half
a million dollars. This item, of course, includes light,
upkeep, etc.

As was stated in the report of the special commission
for investigation and study of the banking structure of
Massachusetts (created by chapter 35, Resolves of 1933)
in its report in 1934:

When savings banks were authorized to form a department of
life insurance, the law provided that this department should be a
distinct entity, but did not provide any effective means for the segre-
gation of the expenses of this department from the general expenses
of the savings bank itself. The result has been that some life insur-
ance departments connected with savings banks have been charged
nothing for rent, and, in some instances, little or nothing for clerical
hire or management. It is believed that the interest of the public
requires that the expenses of the life insurance departments in our
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various savings banks should be uniformly maintained and segregated
from the general expenses of the savings bank itself, so that the cost of
such insurance may be fairly computed, and that the rights of deposi-
tors and policyholders may be mutually protected.

Until a few years ago no rent was charged to the sav-
ings bank department of the savings banks, and the
salaries of the general officers were not properly appor-
tioned between the savings bank department and the
insurance department as required by the law. Most of
the above stated facts are borne out by a very compre-
hensive treatise on savings bank life insurance published
by Professor Berman of the department of economics of
the University of Illinois.

Field Agents.

The proponents of savings bank life insurance claim
that one of the chief distinctions between their system
and that of pther mutual life insurance companies is that
the latter employ agents or salesmen while their system
does not, and the attacks of the proponents of savings
bank life insurance have been levelled to a large extent
upon the activities and representations made to prospec-
tive purchasers of policies by insurance agents. Ido not
agree with their claim that the savings bank life insurance
system does not employ agents. Under the law there is
created the position of so-called field workers, who oper-
ate from the office of the Commissioner and Deputy
Commissioner and who are civil service employees. Their
salaries are paid by the Commonwealth in the first in-
stance, but are reimbursed by the savings banks. The
duties of these so-called field workers are well stated in
the notification issued by the Department of Civil
Service for an examination that was held in 1937 and
from which I quote:

Duties: To visit industrial plants in Massachusetts for the purpose
of talking with employees, both individually and in groups, explaining
the benefits of savings bank life insurance, its cost, its policy forms,
and how to make application; and to arrange with each applicant
for the necessary physical examination. To arrange with the local
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medical examiner for the necessary physical examination, at the
factory or otherwise, of persons who apply for level premium insur-
ance. To visit from time to time agencies already established in
industrial plants; to keep in contact with the agency secretaries and
advise them how to deal with questions which arise among policy-
holders in the factory in connection with the collection of premiums,
the payment of death claims, or inquiries with reference to the pro-
visions of the policy contracts issued by the savings banks. To per-
form such other duties in connection with field work as may from
time to time be prescribed by the Deputy Commissioner.

I contend that these so-called field agents are similar
to the regular agents employed by mutual life insurance
companies, and it was admitted by the Deputy Com-
missioner that they do practically everything that a
regular insurance agent does, except actually write the
policy, that is, accept applications therefor in the vari-
ous establishments which they go to. The following
questions on this point at the hearing are significant:

Question Sherman: “Aside from actually writing a policy, he
does about everything else that an agent does?”

Answer Dewey: “Except to induce the fellow to buy.”
Question Sherman; “Except to induce the fellow to buy?”
Answer Dewey; “Yes.”
Question Sherman: “What would you call inducing a man,—

going around and explaining to working men the benefits of Savings
Bank Life Insurance and saying they should buy it in preference to
any other insurance, isn't that trying to induce him to buy it?”

In answer to this question the Deputy Commissioner
stated that the only difference that he could see between
a regular insurance agent and the so-called field agent is
that the former not only tries to induce one to buy a
policy, but that he does not get paid unless he sells one.
This, to my mind, is actually no distinction at all, and
the fact remains that the field agent not only explains
the benefits of savings bank life insurance, but actually
arranges for the medical examination and does about
every other act that a regular agent performs.

The proponents of savings bank life insurance make
a great deal of the fact that the higher cost of premiums
on policies issued by other mutual insurance companies
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is due mainly to the commissions paid to the agent for
writing the policy. However, the salaries of the field
agents which are, in the final analysis, paid by the banks
are also taken into consideration in setting the premium
rate on policies issued by the savings banks. As a mat-
ter of fact, there is no limitation, so far as the law is
concerned, on the number of field agents the Deputy
Commissioner’s office may employ, and the Deputy
Commissioner could ask that he be permitted to employ
a hundred or a thousand field agents, and if the amount
of their salaries was appropriated by the Common-
wealth, there is nothing under the present set-up to
prevent the Savings Bank Division at the State House
from matching the regular mutual insurance companies
man for man. If the present statutory set-up is to be
permitted to remain unchanged, there would seem to be
no valid reason why an appropriation to increase the
number of field agents would be denied, in view of the
fact that their salaries are eventually reimbursed by the
banks.

To all intents and purposes these field agents are sales-
men, and they should not be permitted to continue to
be state employees, and their salaries should not be paid
by the Commonwealth, even in the first instance.

Agencies for the Collection of Premiums.
Not only are premiums collected at the office of the

Deputy Commissioner at the State House and in the
savings banks writing insurance, but a number of other
agencies for the collection of premiums are authorized
by the law and have been established; for example,
there are many credit unions in the Commonwealth that
are now authorized agents for the collection of premiums
in behalf of the savings banks, and these agencies are
paid a commission on all the moneys which they collect.
Inasmuch as the proponents of the savings bank life
insurance system contend that it is “over-the-counter”
insurance, and that they are desirous of giving the public
an opportunity to buy life insurance policies at the
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lowest possible cost, I wonder why this form of collec-
tions has not been entirely eliminated so as to even
further reduce the cost of their policies. If one can save
money by going direct to a savings bank and buying an
insurance policy, because no agent’s commission for the
sale thereof is to be paid, then why is it not just as logi-
cal to have the purchaser make his payment of premiums
direct to the savings banks, and thereby eliminate the
commission which is paid the credit unions for their
collection.

As a matter of fact, I believe it was originally intended
not to have any paid system for the collection of pre-
miums, and the report of the Armstrong commission is
of interest in this regard, in which it is stated:

A great reform could be accomplished if the expense of solicitation,
and collection could be avoided by the establishment of branch offices
where insurance could be obtainedby the thrifty poor who desire it.

In my opinion there is very little distinction, if any,
between a credit union collecting premiums in behalf of
savings banks and the ordinary agent collecting pre-
miums on policies issued by his company.

Funds in the Possession of the Deputy
Commissioner.

In a report dated July 1, 1938, by our State Auditor,
relative to the examination of the accounts of the Divi-
sion of Savings Bank Life Insurance in the Department
of Banking and Insurance, the following is contained
under the heading of “Comments and Recommenda-
tions : ”

Special Funds. It was noted that in addition to the state appro-
priation, the following funds, for which no statutory authority could
be found, are in the custody of the Division: special expense fund,
Medical Director’s account, premium account.

The special expense fund, made up of contributions from member
banks, is used to supplement the state appropriation. The Medical
Director’s account consists of moneys received from member banks
for paying physicians for medical examinations of applicants for in-
surance. The premium account represents premiums paid at the
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office and later transferred to the proper savings banks. The pro-
priety and legality of these three accounts would seem to be open to
question, and it is recommended that the Commission on Adminis-
tration and Finance be requested to rule on this matter.

Under the heading of “Cost of Paper,” the report
states:

In view of the fact that the cost of the printing was borne by the
banks through reimbursement of the annual departmental expendi-
tures, no reason can be seen why the cost of the paper involved should
not have been assessed in the same manner.

Under the heading “Commonwealth Funds,” the re-
port states;

Prior to 1927 the entire expense of maintaining the Division was
borne by the Commonwealth.

The report shows that for a period beginning with
December 1, 1935, to May 3, 1937, some of the items and
amounts paid for out of the special account are as follows:

Printing $22,855 10
Radio broadcasts 4,362 75
Statistical and research report 3,019 70
Credit reports 1,283 65
Lease charge, account of business machines 1,102 18
Postage 1,004 81
Legal fees (for legal services rendered to banks) 160 35
Advertising 145 80
Agency meetings 34 00
Window awnings for Medical Director’s office ... 27 60
Airplane travel 19 00
Movie screen - 15 00

Not all of the items mentioned in the Auditor’s report
are herein quoted, but it is perfectly clear, and this
irrespective of whether or not these moneys have been
repaid by the savings banks, that the office of the Dep-
uty Commissioner is being used to conduct and operate
a private enterprise. In connection with this account
the Auditor states:

Serious question is raised as to the propriety of this account.
Analyses of the types of charges which are paid from this fund indi-
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cate that with few exceptions like charges are being paid from the
regular maintenance appropriation. The distinction, of course, is
that the General Court authorizes a definite appropriation each year
for certain purposes, from which is paid, after proper approval by the
Comptroller’s office, certain bills. Items paid from this fund, how-
ever, are in nowise approved by any one other than those in the employ
of this division. It is also understood that in most instances expendi-
tures are made from this fund without benefit of the definite ad-
vantages offered by the State Purchasing Agent. This fund also
affords the Division splendid opportunities for payment of bills which
the Comptroller definitely sees fit, for sundry reasons, not to approve.

It is also interesting to note that during the year 1936 this Division
expended for expenses $14,534.61, or an average of $1,211.22 per
month. On the other hand, for an approximate seventeen-month
period, between December 1, 1935, and May 3, 1937, there was ex-
pended for sundry expenses from this fund, $35,355.37, or an average
of $2,079.72. The inconsistency of this arrangement is, of course,
obvious and contrary to the principles of the state budget system.

There is absolutely no reason why a fund of this nature should have
a place in any state agency, particularly when it has the effect of so
grossly disguising the true cost of operating this Division.

It is therefore suggested that this account be summarily removed
from authority of the Division, and that only those expenses which
are definitely budgeted for and approved by the General Court be
paid on proper schedule to the Comptroller by the divisional authori-
ties. It is interesting to note that the bills in practically all instances
were rendered to “The Commonwealth of Massachusetts Division
of Savings Bank Life Insurance,
with the funds of this account.

even though they were paid for

Certain charges paid from thii
sound-proofing part of office, le

account, such as pay-roll items,
al fees, airplane travel, window

awnings for Medical Director's office, are seriously open to question.

Further on in the report it is stated:
In conformance with this statute (section 17, chapter 178) the

General Insurance Guaranty Fund paid for the proportionate share
of the expenses of sundry banks totaling $3,179.30 in 1936 for 1935
expenses, and $379.77 in 1937 for 1936 expenses. In this respect it is
significant to note that while the fund paid the proportionate parts
of the budgeted expense for the several banks concerned, the assess-
ment paid into the special fund for practically identical purposes was
made by the individual member banks.

Under the heading “Premium Account” the report
states;
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It is apparently the practice of the Division to accept from state
employees and others savings bank life insurance premiums. These
premiums are collected on behalf of the several member banks, and
in turn are periodically remitted to the banks concerned.

The report then quotes section 13 of chapter 178,
relative to the establishment by the trustees of agencies,
etc., and states that in conformance with the said stat-
ute the trustees and the member banks have entered
into agency agreements with approximately 130 banks
and individuals, and that these agencies receive com-
pensation for their services according to the type of pay-
ment made from J per cent to 3 per cent. The report
states

From December 1, 1935, to May 3, 1936, this Division collected, on
behalf of member banks, 18307,670.78. In so far as the collection of
these moneys is concerned, it appears that the Division exercises the
same functions as do the member banks, yet the Division, as far as
could be learned, does not receive compensation for its services. It
was noted that the Division maintains a file for all those who are in
the habit of paying at the Division offices. A great deal of office time
is doubtless consumed in the mechanics of making these collections,
entries, remittances, etc. For these reasons it is suggested that the
Division charge the member banks for services on the same basis as
is charged by the agency banks.

Under my proposal no premiums would be collected
by the Division. It is contended that accepting the pre-
miums at the Division is an accommodation to state
employees carrying savings bank life insurance. How-
ever, as the report states, there are others besides state
employees that pay their premiums at the Division
offices, and, in addition, they could make such payment
to the State Employees Credit Union located at the
State House. All that would be necessary to enable the
State Employees Credit Union to accept the premiums
would be to amend their by-laws, and to have the sav-
ings banks appoint them as one of their agencies for such
purposes.

The report also makes certain suggestions with rela-
tion to the Medical Director’s account.

In its conclusion the report states
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Not including the advancing fund of $5OO, which is furnished by
the State Treasurer to this Division each year, it is shown that the
receipts passing through the various channels of this Division for the
period beginning with December 1, 1935, and ending with May 3,
1937, are as follows:
Special expense fund $47,234 97

45,642 56
307,370 78

General Insurance Guaranty Fund
Premium account .

40,504Medical Director’s account

$441,052 81Total

In addition to the foregoing the General Insurance Guaranty Fund
had in various savings banks on deposit on the date of audit, $192,150.
Even though this great amount of cash is in the control and custody
of officials of the Division, it was ascertained that no one concerned
is bonded in any manner. It is therefore suggested that immediate
steps be taken for the proper bonding coverage of all those who are
in charge at any time of these funds. It is also suggested that the
Comptroller be instructed to outline a general system for the use of
this Department, so that all funds now handled will be reflected in
one folio. At the present time there is no bookkeeping consistency
maintained in any of the funds enumerated herein.

Any unbiased and unprejudiced person reading the
above quoted Auditor’s report could hardly help but
draw the conclusion that the Commonwealth is actually
engaged in the life insurance business. And although
the proponents of the system object to any change what-
ever in its present set-up or structure, and claim that
everything that has been done in connection with its
operation has been perfectly proper and satisfactory, and
that no criticism can justly be made thereof, the report
distinctly refutes this claim. This has all been brought
about and results solely from the fact that there has not
been the proper separation of the Commissioner’s office
from the business of conducting savings bank life insur-
ance. The report clearly proves that the Commission-
er’s activities have gone far beyond that of merely
supervising and regulating. It is a matter which should
have the serious consideration of the Legislature.

It was proposed to this Commission by counsel repre-
senting the Life Underwriters Association that the proper
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thing to do would be to place the Division of Savings
Bank Life Insurance in the Department of the Insur-
ance Commissioner, in the same manner in which all
other insurance business conducted in this State is regu-
lated and supervised by our Insurance Commissioner.
This proposal met with strenuous objection on the part
of the savings banks, and it was stated in their behalf
that this was merely an attempt to strangulate the sav-
ings bank life insurance system, to weaken it, and, if
possible, to destroy it. I want it clearly understood
that it is not my intention or purpose to in any way
weaken the system of savings bank life insurance or to
destroy its benefits or advantages to any of our citizens.
While I am not recommending that the Division and
the Deputy Commissioner be placed in the Department
of Insurance, either this should be done or the other
steps which I recommend be taken to separate the busi-
ness from the State. It should be noted that in the law
passed in New York it is provided:

There shall be in the Insurance Department a division to be known
as the Division of Savings Bank Life Insurance. The body corporate
known as the General Insurance Guaranty Fund shall be in such
division. The Superintendent of Insurance shall appoint and may
remove a Deputy Superintendentof Savings Bank Life Insurance who
shall be the head of such division. He shall receive such salary or
compensation as the Superintendent of Insurance shall from time to
time determine. The Superintendent of Insurance may appoint such
clerks and assistants to the Deputy Superintendent for Savings Bank
Life Insurance as the public business in his charge may require.

Apparently, therefore, the argument put forth by the
savings bank proponents should not be given much con-
sideration, for certainly there is no stronger proponent
of savings bank life insurance than the father and sponsor
of the New York law, Ex-Senator Livingston. From the
conference which he had with the Commission I am
satisfied that he is just as much imbued with the spirit
of affording life insurance at its lowest possible cost as
were the original proponents of the Massachusetts law,
or any of the officials now connected with its operation.
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As the one who drew the law and was responsible for its
enactment in New York, he certainly would have ob-
jected to any provision therein which in any way tended
to stifle the proper conduct of the business.

Up until very recently, the state seal was used on
much of the literature and correspondence in connection
with the conduct of savings bank life insurance. Even
all premium and dividend quotations bore the seal of
the State and the words “under the management of the
Commonwealth”. While the Deputy Commissioner
stated that at the present time there is no literature
put out by his Division bearing the seal of the Com-
monwealth, uncontradicted evidence was presented to
the Commission to refute this statement. It was brought
out at the hearing that notices were sent out for one
of the hearings of the Commission bearing the title of
“Commonwealth of Massachusetts, Savings Bank Life
Insurance, 109 State House, Boston, Mass.,” and that
the stamping machine which was used to mail the let-
ters is one which is leased out to the Commonwealth.
The letter was signed by one Albert H. Avery, president
of the Savings Bank Life Insurance League. It is cer-
tainly not proper, in my opinion, for Mr. Avery as a
private individual to sign his name to stationery bearing
the name of the Commonwealth of Massachusetts, and
use a stamping machine or any other property belonging
to the Commonwealth to further the interests of a
private insurance company.

The Deputy Commissioner admitted that he would
not be surprised if some of the employees in his office
had sent out the aforesaid notices, and it was estimated
that approximately 4,000 were sent out.

Mr. Avery is not an employee of the Commonwealth
and has no connection with it. The Deputy Commis-
sioner testified that Mr. Avery had not personally signed
the letter but, apparently it had been signed by some-

State Seal.
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body else in his behalf, and that he had had something
to do with it. The attitude of the Deputy Commis-
sioner in this regard is interesting. He stated that he
wanted it clearly understood that he has “no hesitation
whatsoever in using the facilities of our office to notify
anybody in Massachusetts that legislation was being
considered which affected their interests. I don’t want
it sent out on the stationery of the Commonwealth, and
it was not done, but it was sent out through the State
House to the policyholders. The Savings Bank League
paid for it, not the Commonwealth.”

The fact of the matter is that it was sent out bearing
the seal and the title of the Commonwealth and was
sent out by employees in the Division of Savings Bank
Life Insurance. It makes no difference who paid for it.
The fact remains that the facilities and the employees
of a state department were used to further the interests
of a private insurance company. The argument of the
Deputy Commissioner that it wr as in order to protect
the policyholders and the people of Massachusetts is
begging the issue. There are hundreds of bills filed each
year where the interests of the public as distinct from
that of private interests are at stake, and where these
private interests come under the jurisdiction, so far as
regulation and control are concerned, of some of our
state departments, and yet no other state department
head would ever think of sending out notices to any one
relative to these bills.

Even the proponents of savings bank life insurance
admitted to the Commission that it is better not to use
the state seal, and even though it's use may have been
almost entirely eliminated, there is nothing in the law
to prevent its future use, and I cannot see why any valid
objection can be raised to preventing its use by law,
except under the conditions and for the purposes which
I shall hereafter mention in my recommendations. It
should be noted that up to a short time ago the banks
themselves in their advertising and otherwise used the
seal of the Commonwealth, and even the stationery
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which they used was so impressed with the seal. This
I contend is something they had neither a moral nor
legal right to do.

Present Statutory Set-up of Savings Bank Life
Insurance.

Our present law provides as follow;

The division of savings bank life insurance shall consist of the body
corporate known as the general insurance guaranty fund. The com-

missioner of savings bank life insurance shall be one of the board of
trustees of the corporation, designated by the governor as such com-
missioner. His term shall be that of his appointment as that of trus-
tee. He shall act as president of the board of trustees of said corpora-
tion, and shall have general supervision and control of the work of the
division.

It is further provided that
The trustees may, with the approval of, and subject to confirmation

by, the governor and council, appoint and with their consent remove
a deputy who shall discharge the duties of the commissioner during
his absence or disability.

In actual practice, however, the Deputy Commis-
sioner is practically running the entire department, and
very little is heard of the Commissioner himself. The
Deputy Commissioner is, in fact, discharging the duties
imposed upon the Commissioner himself by the statute,
and, in fact, has general supervision and control of the
work of the Division. The Deputy Commissioner is on
the job all the time, and it appears that the Commis-
sioner has practically abdicated not only his rights but
his duties to him.

At the present time there are three divisions of author-
ity, the Bank Commissioner’s Department, the Insur-
ance Commissioner’s Department and the Savings Bank
Insurance Division acting under the supervision of the
Deputy Commissioner. The General Insurance Guar-
anty Fund, which is a corporation, should be organized
entirely by the insurance banks themselves, and the
trustees thereof should not be appointed by the Gov-



1939.] HOUSE No. 2124. 85

ernor. While it may have been necessary at the begin-
ning of the system that the State lend some moral and
financial support to it, such support is not now neces-
sary. They should appoint their own trustees, have
complete control of their own affairs so far as their actual
business is concerned, and should pay all their own ex-
penses. The methods and system now employed with
relation to savings bank life insurance, in my opinion,
are contrary to the principles upon which our govern-
ment was instituted. I do not believe that the State
should either enter into or subsidize any private busi-
ness, and to do so tends to undermine the principles of
independence and individual initiative.

It should be noted that a unique and unparalleled
situation exists in that the Deputy Commissioner, while
appointed by the trustees of the corporation, known as
the General Insurance Guaranty Fund, is in reality a
state official, and is paid by the taxpayers out of the
general levy in the first instance.

In the article previously referred to, written by Prof.
Edward Berman of the University of Illinois, entitled
“The Massachusetts System of Savings Bank Life In-
surance,” and which was written for the Department of
Labor of the United States, the following statement is
made:

When savings banks were authorized to form a department of life
insurance, the law provided that this department should be a distinct
entity, but did not provide any effective means for the segregation of
the expenses of this department from the general expenses of the
savings bank itself. The result has been that some life insurance
departments connected with savings banks have been charged noth-
ing for rent, and, in some instances, little or nothing for clerical hire
or management. It is believed that the interest of the public requires
that the expenses of the life insurance departments in our various
savings banks should be uniformly maintained and segregated from
the general expenses of the savings bank itself, so that the cost of such
insurance may be fairly computed and that the rights of depositors
and policyholders may be mutually protected.

It is perfectly true that for many years the insurance
departments of the savings banks in no way paid any
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part of the expenses of running the insurance business,
but that the entire expense therefor was borne by the
savings bank department of the bank. This was not
only true of rent or taxes, where the building is
owned by the bank, but also for personal services,
light, heat, etc. It is only recently that the Bank Com-
missioner has insisted that the insurance departments of
the banks share some part of the expenses of these vari-
ous items in connection with the operation of their in-
surance business.

State Medical Director and State Actuary.

Under the present law there is a State Actuary and a
State Medical Director, who are appointed by the trus-
tees of the General Insurance Guaranty Fund, and whose
appointments are ratified or confirmed by the Governor
and Council, and may, with the consent of the Governor
and Council, be removed by the trustees. The trustees
are also authorized to appoint such clerks and assistants
to the State Actuary’s office as they deem necessary, and
the State Medical Director may appoint such assistants
as he deems the public business requires. Their salaries
are paid by the Commonwealth in the first instance, but
are reimbursed by the savings banks.

Lip to recently both these state offices were provided
with quarters at the State House, but since this Com-
mission was organized I understand one of them is now
located outside the State House. It was admitted by the
proponents of savings bank life insurance that both the
State Actuary and the State Medical Director perform
the identical duties that the actuaries and medical direc-
tors connected with all other mutual life insurance com-
panies perform.

In attempting to point out the distinction between
the State Actuary and the State Medical Director of
savings bank life insurance and those who perform cor-
responding duties with regular mutual insurance com-
panies, Mr. Casady in his pamphlet entitled “Massa-
chusetts Savings Bank Life Insurance” states:
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In the case of the functions which are performed by any insurance
actuary and medical director, each has a number of questions to
decide which affect vitally the welfare of the policyholders on the one
hand, and of the insurance carrier on the other. In the savings bank
life insurance system these questions are determined by an official
who is in no way obligated to the insurance bank nor to individual
policyholders. In the case of a commercial company these questions
are all determined by persons employed by the company. Where
these functions which are so vital to the welfare of the policyholders
are performed by persons employed by the companies, it would appear
that this is unfair and unwise, and that not only should these functions
be continued to be performed by persons employed by the Common-
wealth, but that their functions might well be extended to include all
insurance companies doing business in Massachusetts.

The attitude of the savings bank life insurance coun-
cil, which is composed of the trustees of the General
Insurance Guaranty Fund and the treasurers of the sav-
ings banks, coincides with that of Mr. Casady. Appar-
ently the proponents of savings bank life insurance take
the position that the present set-up affecting the State
Medical Director and the State Actuary, if changed,
would wipe out some of the most essential safeguards
embodied in our savings bank life insurance laws, and
deprive the policyholders, both present and future, of the
assurance that the duties performed by these several
officers would be performed with the best interests of the
public only in mind, and that these officials would be
free from any political or selfish influences. It is to
make certain that these particular officers are not con-
trolled by selfish influences that I make the recommenda-
tions hereinafter stated. So far as being affected by
selfish interests are concerned, I need only to quote from
the same article written by Mr. Casady, wherein he
states:

Savings banks and their trustees, as such, are interested in engaging
in life insurance partly for the sake of increasing their service to the
community, and partly through the belief that in obtaining policy-
holders in their insurance department they thereby encourage people
to become depositors in their savings department. Thus there is
both a social and selfish motivation behind the entrance of banks to
insurance.



HOUSE — No. 2124. [Mar.88

One would gather that the State Actuary and the
State Medical Director are controlled only by the State
itself, when the truth of the matter is that they are
absolutely under the control of the trustees who are
operating a private business enterprise, and that their
salaries in the final analysis are paid by the savings
banks.

The attitude of the Insurance Council relative to the
issues raised before the Commission, apart from the
question of limitation, is that they deal primarily with
purely administrative policies, and that these can be
adequately dealt with by friendly consultation and co-
operation without making it necessary for the enactment
of any law by the Legislature. The attitude of the
Council is, further, that the controlling interests in the
entire subject matter of controversy should be what is
best for the interests of the citizens of the Common-
wealth. With this viewpoint and this attitude I am in
hearty accord, and the proposals which I hereafter make
in no way will operate to deprive or in any way conflict
with the best interests or benefits of our citizens. On
the contrary, the interests of the present and future
policyholders of savings bank life insurance will be better
protected and safeguarded than they are under the present
set-up.

So far as the State Medical Director and the State
Actuary are concerned, are we to understand that if
both these officials were housed outside of the State
House and in some private office rented and maintained
by the savings banks, and if these officers were paid
directly by the savings banks as private employees of
theirs, their fidelity to their several duties would be less-
ened? Are we to assume that these officials would not
then as private employees of the savings banks conduct
the affairs of their particular office for the best interests
of the savings banks system and its policyholders, both
present and future? Are we to assume that the trustees
of the savings banks under whose sole control they
would then be would permit them to do otherwise?
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Incidentally, it might be stated that the same applies
to the field agents heretofore mentioned. If, for the
sake of argument, these several officials (if they are to
be made employees of the savings banks the same as the
actuaries and the medical directors of all other mutual
insurance companies are employees thereof) would not
then perform their duties just as efficiently and with as
great fidelity and unselfishness of purpose as they do
now are we to believe that they would be continued
in the employ of the savings banks? In view of the
unselfishness of purpose and their only desire to serve
the people of the Commonwealth, and to provide them
with low-cost insurance, is it not fair for us to assume
that these officials would be immediately discharged by
the trustees if they did not continue to conduct the
affairs of their respective offices, and carry out their
duties and obligations, with exactly the same high-
mindedness of purpose and with as great efficiency and
fidelity as they have up to the present?

At the present time the aforesaid Savings Bank Life
Insurance Council, which is an association comprising
all the savings banks engaged in writing insurance, is
established as a permanent organization with offices
located in the Chamber of Commerce Building at 80
Federal Street, Boston. It employs an executive secre-
tary and a number of other employees. Consequently,
there is at the present time the facilities necessary to
transfer the State Actuary, the State Medical Director,
the field agents and various other employees to the pri-
vate offices maintained by the savings banks, and I sub-
mit that this is what should be done. It is difficult for
me to determine whether as a matter of fact the State
Actuary, the State Medical Director, the field agents
and even the Deputy Commissioner himself are actually
state employees and state officers or not. It would seem
that where their salaries are in the final analysis paid by
the savings banks, and where they are under the direct
control and supervision of the trustees of the General
Insurance Guaranty Fund, they are in realitv even now
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employees of the savings bank life insurance system.
The law, however, should be amended so that there
can no longer be room for doubt as to just what their
proper position in the set-up is.

Present Administrative Set-Up as to Commissioner
and Deputy Commissioner.

Under the law the duties of the Commissioner shall
be to “act as president of the board of trustees of said
corporation [the General Insurance Guaranty Fund], and
[he] shall have general supervision and control of the
work of the division.” (See chapter 26, section 9, of the
General Laws.)

The duties of the Deputy Commissioner as outlined in
chapter 26, section 10, of the General Laws shall be to —■

“Discharge the duties of the commissioner during his
absence.”

While it is true that the words “general supervision
and control of the work of this division” are very broad
and general, I do not believe that it was ever intended
that either the Commissioner or Deputy Commissioner
should act any differently with relation to savings bank
life insurance than do our other state department heads
and commissioners. It was never intended, in my opin-
ion, that either of these two officials should in any way
actually participate in the active selling or promotion of
savings bank life insurance. If the law had so intended,
and had it been so contemplated by its sponsors, I be-
lieve it is fair to assume that the law would have spe-
cifically so stated. The interpretation of the statute ap-
pears clearly to set up a department for administrative
purposes only, and there is no evidence of any intent
to establish the department of the Commissioner and
Deputy Commissioner as a sales agency for savings bank
life insurance. In any event, however, as has been pre-
viously pointed out, the present Commissioner has in
effect, without warrant of law, abdicated and delegated
his powers, duties and authority to the present Deputy
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Commissioner, and it is the Deputy Commissioner who
is the real head of the Department, not only during the
absence or disability of the Commissioner, but all the
time.

In addition to previous evidence in this report to the
effect that the Deputy Commissioner is, in reality, the
“ace salesman” for the savings bank life insurance sys-
tem, and in support of my contention that he has acted
far beyond what was contemplated by the law, I desire
to recite an incident related to the Commission by the
Deputy Commissioner himself. He stated that he had
received a telephone call from a party who inquired as
to the truth of certain statements that had been made
to him by an agent for one of the mutual insurance com-
panies, and asked the Deputy Commissioner to write
him a letter with regard to some of the statements,
which the agent had made to him. The Deputy Com-
missioner, however, boasted of the fact, that instead of
writing the letter as requested, he actually drove out to
the residence of the inquiring party to answer and refute
the statements that had been made by the agent. lam
willing to concede, for the sake of argument, that the
agent had misrepresented the true situation with relation
to savings bank life insurance, and that he had gone far
beyond the ethics that should be employed by any sales-
man, and I am willing to concede, for the purposes of
the point involved, that the agent had even deliberately
falsified the condition of the savings banks and the safety
of the policies which they issue. However, I cannot
bring myself to believe that it should be the duty and
the obligation of one who is supposedly a state official
to take up the cudgels in behalf of a private business
enterprise such as savings bank life insurance, as against
one of its competitors. If it is proper for the Deputy
Commissioner to do these things, then, I submit, why is
it not just as proper for our Insurance Commissioner, if
the occasion arises, to travel throughout the Common-
wealth refuting statements and misrepresentations that
might be made by an agent in the employ and in behalf
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of some automobile insurance company, to the detri-
ment of one of its competitors?

In further proof that the office of the Deputy Commis-
sioner is operated as an office of the savings banks en-
gaged in selling insurance, it is admitted that one can
purchase insurance at the office at the State House, and
that everything is done therein as it is done in any
private office of other mutual life insurance companies.
One may sign his application for savings bank life
insurance and arrange for his medical examination at the
State House; the Department collects premiums and
settles death claims; it answers all inquiries about
savings bank life insurance and changes the beneficiaries,
if so requested, in the policies. One may communicate
with the Deputy 7 Commissioner about any matter in
regard to insurance which has already been bought, or
being bought. In other words, all the functions which
are performed by the so-called private mutual life insur-
ance companies in their own offices are now performed
by the office of the Deputy Commissioner at the State
House in behalf of savings bank life insurance. Even
the Deputy 7 Commissioner freely admitted to the Com-
mission that there is no other state employee or state
official in our entire state government who is employed
under similar circumstances as he, and he further ad-
mitted that there is no other Department of the state
service comparable to his Division. In fact, the Deputy
Commissioner boasted of the fact that “'There is no
Division in the Union comparable to this.”

It may well be that the present set-up is something
for the Commonwealth to boast of, but in my humble
opinion the present activities and functions of the Com-
missioner and Deputy Commissioner were never con-
templated by 7 the law. If Massachusetts, which has
always boasted of its protection of private business
enterprise, and which has prospered and become one of
the outstanding states in the Union, is to permit itself
to be in direct competition, through some of its state
officials, with private business, then I believe it has
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taken a step backward in its upholding the traditions of
individual initiative and its protection of private prop-
erty and private commercial endeavor.

I have quoted at great length from statements made
and written by some of the staunchest supporters of
savings bank life insurance for the purpose of setting
forth their opinions and conception of the law and how
it operates, and have then proceeded to point out wherein
their position is untenable and illogical; for example,
Mr. Casady, in his article entitled “Massachusetts
Savings Bank Life Insurance,” states:

As a matter of law and as a matter of fact, it is not state insurance.
The savings bank insurance law makes this very clear. The State’s
participation in it consists only of very careful, supervisory and ad-
ministrative control.

This statement is obviously incorrect in so far as it
relates to the State’s participation. This is just another
example of what, in my opinion, is misrepresentation of
the true facts. I wonder if Mr. Casady claims that the
activities of the Deputy Commissioner mentioned in this
report can by any stretch of the imagination be consid-
ered supervisory and administrative. I wonder if Mr.
Casady claims that the Deputy Commissioner’s prepar-
ing radio addresses and chasing around the Common-
wealth pointing out to various individuals that state-
ments made by agents of private mutual insurance
companies were incorrect can be considered part of his
supervision, regulation and administration. I wonder if
Mr. Casady contends that operating the office of the
Deputy Commissioner at the State House as a sales
agency for savings bank life insurance is merely super-
visory and administrative in nature. While the officials
of savings bank life insurance contend that the present
law is clear that the State’s participation in it should
consist of only supervision and administration, they
stubbornly refuse to admit that the duties and the func-
tions which the Commissioner and Deputy Commissioner
have taken unto themselves go far beyond such purposes.
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It is solely for the purpose of carrying out the intention
of the law as stated by Mr. Casady himself, and to make
it perfectly clear that the State’s participation is only
that of supervision and regulation and administration,
that my recommendations are made.

In further proof of my contention that the functions
now performed by the Commissioner and the Deputy
Commissioner are exactly as those now performed by
officials of other mutual life insurance companies, of
which savings bank life insurance is one, I quote Mr.
Casady’s own words:

Under the savings bank insurance plan several of the most important
functions that have to be performed in connection with any life insur-
ance undertaking are performed by officers who owe their appointment
to the Governor or to a board of unpaid trustees appointed by the
Governor. The Commissioner and Deputy Commissioner, whose
functions correspond generally to those of the executive and adminis-
trative officers of a commercial company, are, as state officials, free
from any control by either the policyholders on the one hand or the
insuring banks on the other, and they may therefore consider all of
the numerous and important questions of business policy with a view
only to the safety and welfare of the banks and the interests of the
policyholders, and the continued sound growth of the institution.

In connection with the foregoing are we to understand
that Mr. Casady’s contention is that savings bank life
insurance is not “commercial insurance,” the same as all
insurance sold by our mutual life insurance companies?
Mr. Casady claims that the Commissioner and Deputy
Commissioner are state officials, and yet when it is pro-
posed that their salaries be paid by the Commonwealth,
without reimbursement by the savings banks, they ob-
ject to it. If, as a matter of fact and as a matter of law,
they are state officials, where is there any logic or reason
to support the savings banks in the final analysis pay-
ing their salaries? Mr. Casady further states that these
officials are “free from any control by either the policy-
holders on the one hand or the insuring banks on the
other.” This is another misstatement of actual fact in
so far as actual practice is concerned. It has been pre-
viously pointed out in this report that the Deputy Com-
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missioner is absolutely under the control of the insuring
banks and takes orders from the trustees. This is an
unhealthy and unsound situation.

Are we to assume that if the Commissioner and Dep-
uty Commissioner were appointed solely by the Gover-
nor, subject to the confirmation of the Council, they
would carry out their duties of supervision and regula-
tion with any less degree of fidelity or with any less
desire to protect the savings bank life insurance system,
and its policyholders, both present and future, than they
have up to the present time? Are we to assume that if
this were to be the result, they would be allowed to
continue in office? Is it not logical and reasonable to
assume, rather, that they would immediately be removed
from office were they to be untrue and false to their pub-
lic trust? Are the positions of the Commissioner and
the Deputy Commissioner of savings bank life insurance
of any greater consequence or concern, so far as the
protection of the public at large is concerned, than that
of our Bank Commissioner and Insurance Commissioner?

The present Deputy Commissioner admits that our
mutual life insurance companies are not money-making
institutions, are not operated for private profit, and that
all their assets and profits belong to their policyholders.
To quote his exact words, as to Massachusetts domestic
mutual life insurance companies, he stated:

They no more operate for private profit than the savings banks do.
They pay back to the policyholders. There is no question of com-
petition involved between the mutual companies operating without
profit on the one hand, and the institutions operating for profit on the
other hand.

Because this is apparently true, it becomes all the
more apparent that there is no sound ground or logic
for savings bank life insurance, which is likewise a mutual
life insurance company not operated for profit, to receive
any preferential treatment at the hands of the Common-
wealth.

The two main distinctions between savings bank life
insurance and other domestic mutual insurance com-
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parries are the use of the agency system and the amount
of salaries paid to the officers or officials of the latter
companies. It is worthy of note, however, that while
some proponents of savings bank life insurance have
criticized the salaries paid the officers of other mutual
life insurance companies, the present Deputy Commis-
sioner admitted to this Commission that such salaries
are not important so far as the cost of insurance is con-
cerned, due to the large amount of business which they
transact.

It was admitted that the Savings Bank Life Insurance
League, at least at the time of the institution of the sys-
tem, received contributions of a fairly substantial nature
from various individuals interested in its furtherance,
and out of these donations the League paid for certain
forms of advertising in newspapers and otherwise. This
League is still in existence, and while it is claimed that
no substantial contributions to it have been made for
several years, it was admitted that the League does pay
for some advertising in connection with the sale of sav-
ings bank life insurance, and I assume it is fair to state
that the League would not refuse to accept any contri-
butions, of whatever size, from so-called “public inter-
ested citizens” to carry on the purposes for which it
was organized and to extend its advertising program.
I know of no other private business enterprise, which is
exactly what savings bank life insurance is, that accepts
what may well be termed charitable contributions under
the guise of being a social institution or charitable corpo-
ration. However, this is the position of savings bank
life insurance, and one cannot help but ask himself how
many contributions the aforesaid League would have
received, or will receive in the future, if the contributors
thereto were fully aware of the fact that a millionaire
could purchase life insurance from the savings banks the
same as the so-called working class or wage-earning popu-
lation for whose benefit it was intended.

Incidentally, while many of the articles written by the
proponents of savings bank life insurance criticize the high



1939.] HOUSE —No. 2124. 97

premiums for so-called industrial insurance, and speak
of it as the “tragedy of industrial life insurance,” the
fact is that the amount of so-called industrial insur-
ance written by the savings banks is practically nil.

From all the evidence submitted to this Commission,
I am of the opinion that it has been proved conclusively
that the Commissioner and the Deputy Commissioner
of savings bank life insurance are acting wholly out-
side the supervisory and administrative field prescribed
by the statute, and they have taken unto themselves
certain duties and functions never intended or con-
templated by the law.

Savings Bank Life Insurance in the State of

New York.

Up until the first of this year Massachusetts was the
only State in the Union that had inaugurated the sys-
tem of savings bank life insurance. During the entire
period of thirty years since it was instituted in this
Commonwealth, no other State has seen fit or deemed it
advisable to follow our action. While the system has
been actively advocated for some years in New York, it
was not until 1938 that that State finally enacted a law
setting up savings bank life insurance. Those interested
in the enactment of the law in New York, including
both the state insurance officials and the savings bank
officials, of necessity made a thorough study of our
Massachusetts law. Ours was the only precedent to go
by, and from nowhere else could they draw from experi-
ence in aiding them to set up their own system. The
proponents of the law in New York and their state insur-
ance officials were fully aware of the various matters of
controversy which have existed in our State. It is there-
fore of interest, and I believe will be of great assistance
to our Legislature, to point out some of the differences
between the New York act passed last year and our
present statutes, and to quote some of the statements
made by the New York officials.
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The Hon. Louis H. Pink, Superintendent of Insurance
for the State of New York, in his first public statement
issued after the law went into effect, stated:

The law in this State differs in some respects from that of Massa-
chusetts, and I think wisely. The main criticism of the Massachusetts
plan was that the State gave financial assistance to savings bank life
insurance as against the chartered companies, and practically acted as
the salesman. Savings bank insurance was also favored to some
extent in taxation. This was considered unfair by the insurance
industry. It is also contended that in Massachusetts people of finan-
cial ability are the purchasers of savings bank life insurance rather
than the low income groups for whom it is chiefly intended. We are
trying to meet these objections in the application of the New York
statute. There is no tax favoritism. We do not intend to make the
State a salesman for savings bank life insurance in opposition to other
life insurance companies. On the other hand, it is our duty, and the
insurance department intends fully to inform and advise the public
about savings bank life insurance. We intend to see to it that the
experiment is given a fair opportunity to prove its worth. The law
prohibits the hiring of agents. The sales campaign should not be
carried on by the State, but by the banks themselvesand by organiza-
tions such as the Savings Bank Life Insurance League, composed of
public-spirited citizens interested in the movement.

In a report to the Savings Bank Association of New
York a committee thereof stated:

The promotional effort will be left to the issuers and not assumed
by the State, as in the case of Massachusetts.

Apparently those interested in savings bank life insur-
ance in New York reached the conclusion that the intent
of the Massachusetts law was to benefit the so-called
working class, or lower income groups, and that the sys-
tem was inaugurated as a social enterprise. It is with
this ideal in mind that the New York law was enacted,
and the statement issued by Governor Lehman at the
time he signed the New York act is of interest. He
stated;

I am certain it will be of great benefit to the wage earner and people
of moderate means. It will permit them to secure a limited amount
of insurance (#3,000) at substantially lower cost than is now the case.
Fear has been expressed that the adoption of the savings bank insur-
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ance law will put the State in active competition with the private life
insurance companies under the supervision of the insurance depart-
ment. It is not the intent of those who sponsored the act to interfere
with private insurance nor to make the State a general competitor on
preferred terms. Several changes from the Massachusetts act have
been made to make this clear. We have provided for equal taxation,
and the moneys expended by the State in providing regulation and
actuarial services are to be repaid. I favor this law because I believe
it to be a great social experiment which should be helpful to the lower
income groups, who now have to depend solely on industrial insurance.

Superintendent Pink, in his recommendations to a
Joint Legislative Committee for Recodification of the
New York Insurance Laws, in connection with the part
which the State should play in the supervision and regu-
lation of savings bank life insurance, and in connection
with a suggestion which had been made that the law
provide for so-called “public directors,” stated:

Such a policy might tend to place the State in the administration
of the insurance business and in direct responsibility for company
policies. As we see it, the function of the State and the department is
to supervise and not manage. If we are responsible for a certain
number of the directors, distinction between supervision and manage-
ment grows too thin.

It has been suggested that the department go further and establish
a separate bureau and broaden its service to the public. This would
mean a separate staff and the requirement of additional personnel.
It would create the possibility of contacting policyholders through
public lectures, through settlement and labor groups and other or-
ganizations, and by use of the radio. We might be able to accom-
plish something by co-operation with the evening schools for adults
and by the distribution of literature. Such a program would con-
ceivably be of real help to industrial policyholders. However, this
suggestion has aroused more difference of opinion in the advisory
committee and the department than any other considered. There is
a feeling on the part of many that such a bureau would be very helpful
from a social and educational standpoint, but, on the other hand,
others earnestly contend that the department should not assume such
a great responsibility which is foreign to its ordinary functions and
the propriety of which might be questioned. It is easily conceivable
that if the State is to act as advisor to the public in purchasing insur-
ance, embarrassing situations may arise and the bureau may become
the center of discord and criticism. It might also be considered an
unwarranted extension of the function of the State in insurance
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supervision. Although not recommending it, the department is ready
and willing to establish such a bureau if the Legislature thinks it
advisable, and will do its utmost to make it effective and useful to the
industrial policyholders.

What Superintendent Pink objects to is practically
what is now being done with relation to savings bank
life insurance in Massachusetts.

It appears that the attitude of both the officials of the
savings banks and the proponents of savings bank life
insurance in New York is entirely different from that of
the same groups in our own Commonwealth. From the
information given to the Commission, I am convinced
that the savings bank officials of New York would re-
sent any interference or participation on the part of the
New York state insurance officials in the conduct of
savings bank life insurance other than that of supervision
and regulation. The New York savings bank officials
are of the opinion that the system should in no other
way be connected with the State and should be operated
strictly as a private business enterprise. This is like-
wise the attitude of the state authorities, for, as stated
by Superintendent Pink, in appointing the Deputy Super-
intendent for savings bank life insurance:

The purpose of savings bank insurance is not to bring the State
into competition with private insurance, but rather to make available
to lower income groups the benefits of co-operation with the savings
banks in reducing the cost of insurance. In the administration of
this new law we shall try to make the relationship of the State, the
savings banks and the life insurance departments in the banks clear
to the public. We shall make every possible endeavor to encourage
the growth of savings bank life insurance for the benefit of the lower
income groups who buy industrial insurance, for whom it is par-
ticularly designed.

With relation to the question of limitation, it was
stated to the Commission by former Senator Jacob H.
Livingston (recently elevated to the Judiciary), who was
the father and sponsor of the New York act, that he
personally would have no objection to a limitation of
$lO,OOO being placed on the amount of savings bank life
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insurance which any one individual could buy. One of
the savings bank officials who has been very active in
the movement in New York stated to the Commission
that he would personally have no objection to a limita-
tion of $7,500 to $lO,OOO being set.

It is clear, therefore, that those in any way connected
with the system in New York intend to benefit from our
experiences in Massachusetts, and are desirous of elimi-
nating the pitfalls which our system has encountered,
and are leaving no room for controversy or criticism as
between the savings bank life insurance system and the
other mutual life insurance companies. It is not easy
for those of our Massachusetts officials who have been
connected with our system for many years to agree to
any suggestion that there is anything wrong with our
present law or that any changes are desirable. They have
become set in their ideas and refuse to concede that there
is any room for just criticism or controversy on the part
of our mutual life insurance companies. They contend
that the law has functioned well and for the best inter-
ests of the people of our Commonwealth, and argue that
any change whatever in our present statutory set-up
would tend to weaken the system of savings bank life
insurance, and would seriously hamper and retard the
advancement thereof. However, I submit that the atti-
tude of the New York officials should be given serious
consideration by our Legislature, and that it is fair to
state that, starting out fresh in this newr field of endeavor,
it is only reasonable to assume that they might possibly
have improved upon our system which has now been in
operation for so many years. In this connection it must
be taken into consideration that it is only within the last
few years that the office of our Commissioner and Deputy
Commissioner has taken on the proportions which it now
holds, and that the activities of these officials have be-
come so pronounced in so far as the sales’ end of savings
bank life insurance is concerned.

The opponents of any limitation contend that those
engaged in the sale of life insurance policies with our
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“private” mutual companies are desirous of “killing”
the entire savings bank life insurance system. While,-
no doubt, the absolute elimination of savings bank life
insurance would please many of those engaged in the
“regular” life insurance business, I believe, on the other
hand, that it is likewise true that many of those con-
nected with the savings bank life insurance system are
of the opinion that private life insurance companies are
an unnecessary evil, and that this private enterprise or
business could well be eliminated. I place little stock or
credence in the statements, made by some of those con-
nected with savings bank life insurance, that they have
no desire to eliminate our private life insurance com-
panies or to put them out of business, or the statements,
on the other hand, made by some of those connected with
the latter companies, that they are in sympathy with the
savings bank life insurance system and have no desire
to either eliminate it or injure it in any way. The ardent
advocates of either system cannot be expected to see
any good in any but that with which they are associated.
The bitterness of the controversies which have arisen
between the proponents of both systems, particularly in
the past few years, would seem to bear out this conten-
tion, and certainly has not enhanced the good will be-
tween them, nor made it conducive to a proper setting
or situation for a complete voluntary settlement of their
differences at the present time.

Many things have been said and many statements
made by both sides that are untrue, unjustifiable mis-
representations, and, in some instances, outright false-
hoods. These practices have not been limited to but
one side, but have been indulged in not only by some of
the officials of the savings bank life insurance system
and by the savings bank officials, but also by some of
the higher officials of our other mutual life insurance
companies and agencies. In justice to them I do not
believe that most of the causes or grounds for the con-
troversies which have existed for some years, and which
have brought about a great deal of criticism, are due
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directly to the trustees of the corporation known as the
General Insurance Guaranty Fund. The situation has
resulted, in my opinion, from the fact that the trustees
have left practically everything in connection with the
operation and conduct of the business to the Deputy
Commissioner, and have permitted him to assume func-
tions which are not properly his.

Conclusion on Question of Limitation.
I deem it only fair to state that prior to my appoint-

ment to the Commission I favored a limitation of $3,000
as proposed by Senate Bill No. 443. However, with all
the information relating to the matter now before me,
and after a complete study of all the evidence presented,
including a reading of all the articles and pamphlets fur-
nished to the Commission by both sides, I am definitely
convinced that at the present time, at least, no such
limitation of $3,000 should be established. I therefore
hereby record myself as opposed to Senate Bill No. 443.
Statistics furnished the Commission and which were
not compiled or available prior to the commencement of
our hearings, are one of the chief reasons that has brought
me to this conclusion. These statistics show that ap-
proximately 90 per cent of the savings bank policies are
for $3,000 or less, and that approximately 95 per cent
are for $5,000 or less.

On the other hand, it is only fair to state that there
are individuals holding policies aggregating in amount
$25,000, and that the total amount of the policies over
$3,000 now outstanding amounts to approximately
$60,000,000, out of a total amount in force of approxi-
mately $137,000,000. It should be also noted that the
number of those carrying larger policies has steadily and
rapidly increased in the past few years, and it is this
so-called “trend” that greatly, and I believe justly,
disturbs those engaged in the private mutual life insur-
ance companies. 1 say “justly” because under the pres-
ent statutory set-up, and because of the activities en-
gaged in by the Deputy Commissioner, our mutual life
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insurance companies have met with unfair competition.
There is apparently no basis for the contention that the
amount of insurance, even for the higher amounts,
written by the savings banks has unjustly interfered
with the earnings of the agents employed by other
mutual insurance companies, for even assuming that the
other mutual insurance companies had written all of the
policies over $3,000 now held by the savings banks,
the amount of the commissions which would have been
earned by the approximately 24,000 insurance agents in
the State would equal about $2 each per year.

The proponents of limitation, however, claim, and with
some foundation, that if the number of savings banks
writing life insurance increase, and if the administration
of the law and the activities of certain officials are per-
mitted to continue as at present, the savings banks will
eventually have as much insurance on their books out-
standing as any one of our mutual life insurance com-
panies, and that this situation wall have been brought
about as a result of the State, for all practicable pur-
poses, permitting itself to engage in competition with
them. No valid objection can be raised to savings bank
life insurance as insurance, and it is sound actuarially
and can be bought at a low net cost. While it is true
that the premiums on its policies, in most cases, at least,
are lower than on policies issued by other mutual life
insurance companies, this is due almost entirely to the
advantages wffiich it is afforded by the Commonwealth,
and to the fact that no great number of agents are em-
ployed. I stated “no great number of agents” because,
as previously stated, it is my contention that the field
agents are in reality the same as any other insurance
agent. Although the system was instituted for the pur-
pose of benefiting only a certain class of our inhabitants,
there appears no sound or logical reason why every citi-
zen of the Commonwealth should not be permitted to
avail himself of the opportunity to purchase life insur-
ance from savings banks, provided that the business,
because it is a private commercial enterprise, is bound
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by the same limitations and principles that now apply to
all other private business and industry in our Common-
wealth, and provided, further, that any connection be-
tween the savings banks engaged in the insurance busi-
ness and the Commonwealth, except that of supervision
and regulation, is severed and discontinued. In other
words, it is the present statutory set-up of the system,
and the methods used in promoting and conducting the
business by certain so-called state officials, that in my
opinion are objectionable. I do not propose that the
control of the Commonwealth over the supervision and
regulation of savings bank life insurance be eliminated.
Rather do I propose that the supervision and regulation
be made more secure by placing the Commissioner and
Deputy Commissioner on the same basis as every other
state department head and commissioner, and that their
duties and functions correspond to that of our Bank
Commissioner and Insurance Commissioner. The Com-
missioner and Deputy Commissioner should be state
employees in every sense of the word, and they should
owe their allegiance only to the Commonwealth and its
citizens. Their responsibility and allegiance should not
be divided, as it is now, between the State and the public
on the one hand, and the savings banks on the other.
They should not, as at present, be in any way answerable
to the savings banks, or to the General Insurance Guar-
anty Fund or any of its trustees, but answerable only to
the Commonwealth.

Unless the provisions which I hereafter recommend
are carried out, I believe that some limitation on the
amount of savings bank life insurance which any one
individual can hold should be established, but the figure
should be large enough to enable the highest paid work-
man to purchase as much life insurance as his income
permits.

Before proceeding to a summary and my specific recom-
mendations, I desire to pay my respects to counsel for
both the savings banks and the Underwriters Insurance
Association, both of whom have presented the conten-
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tions of their respective clients fairly and ably, and
who have at all times endeavored to co-operate with, and
be helpful to, the Commission.

Recommendations.
Because of the facts heretofore stated, and in order to

eliminate the injustice, inequality and unfairness exist-
ing in the present administration of the Savings Bank
Life Insurance Law, and to establish it on a basis which,
in my opinion, will leave no room for criticism or just
controversy in the future, I make the following recom-
mendations :

1. Use of State Seal. While I am informed that the
state seal is not now being used in connection with any
of the literature or advertisements issued in connection
with savings bank life insurance, there is nothing to pre-
vent it so being used in the future, unless legislation pro-
hibiting the same is enacted. I propose that the state
seal not be used on any stationery, literature, advertise-
ments, etc., so far as the public at large is concerned.
If, however, the Commissioner and Deputy Commis-
sioner are to be made state employees, as I hereafter
suggest, and if their duties are confined only to that of
supervision and regulation, then there can be no objec-
tion to their official stationery, as state employees, bear-
ing the state seal. So far as any correspondence which
they may have occasion to have with the savings banks
engaged in writing insurance or any of their agencies,
such as the credit unions, etc., it is perfectly proper for
them, as state officials, to be permitted to use stationery
impressed with the seal of the Commonwealth.

2. State Appropriations. If the Deputy Commis-
sioner is to be an outright state employee holding a
state title, and his duties are to be confined to that of
supervision and regulation, then his salary and that of
his office staff necessary to conduct the business of his
office, together with the expenses necessary to run the
department, should be paid for by the State without re-
imbursement from the banks, exactly as is the case in all
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our other state departments. Except for these purposes,
nothing else should be included in the state appropria-
tion. The salaries of the State Medical Director, the
State Actuary, the field agents, and such employees as
are not needed at the office of the Deputy Commissioner
in carrying out his duties of supervision and regulation,
if the proposals hereafter recommended are carried out,
will not be included in the state appropriation, but all
these salaries and the expenses incident to the carrying
out of their respective duties, will be paid for in the first
instance by the savings banks. As previously pointed
out, in every instance where the banks now' reimburse
the State for salaries, a ridiculous situation obtains, and
the Commonw'ealth is simply acting as paymaster for a
private commercial insurance enterprise, known as sav-
ings bank life insurance, and which is operated by a
corporation known as the General Insurance Guaranty
Fund.

3. Taxation. —All assets of the savings bank life in-
surance should be taxed on exactly the same basis as
the funds of all other mutual life insurance companies,
and the same provision with reference to exemptions
should obtain. The reserves of the insurance funds of
the savings banks, and all life insurance policies and
annuities issued by them, should be taxed on exactly the
same ba.-is as all our other Massachusetts mutual insur-
ance companies. In brief, the same identical tax situa-
tion should obtain with relation to savings bank life
insurance as is now applicable to all other mutual life
insurance companies.

4. Advertising, Radio Broadcasts, etc. —No advertis-
ing of any kind, including radio broadcasts, shall ema-
nate from, or be made by, the Commissioner, Deputy
Commissioner or any other state employee. All adver-
tising should be done by those employed by the savings
banks writing life insurance. Up to the first of the year,
as previously stated, the Deputy Commissioner prepared
the radio broadcasts w'hich have been made, and these
were in no way controlled or supervised by the trustees
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of the savings banks officials. As a result of the criti-
cism levelled at some of the statements contained in the
broadcasts, the trustees have ordered the Deputy Com-
missioner to submit all proposed radio broadcasts to a
committee of the Council for then- approval. While
many of the statements which were open to just criti-
cism have been eliminated from the radio broadcasts in
recent months, I desire to again point out that there is
nothing to prevent their resorting to the same practices
as were formerly employed.

Irrespective of who is to actually deliver the broad-
casts in the future, all statements should be eliminated
which in any way tend to convey the impression to the
public at large that savings bank life insurance is a state
institution, or that the State’s credit is behind the propo-
sition. On the other hand, it is perfectly proper and
justifiable for the savings banks, if they so desire, to
bring to the attention of the citizens of the Common-
wealth, either by radio or any other form of advertising,
whatever advantages they believe are present in their
particular form of insurance. . One can well imagine
what would happen if our State Insurance Commissioner
took to the radio and told the automobile owners of the
Commonwealth not to buy their compulsory automobile
insurance, their fire insurance or any other type of insur-
ance, from a particular company or companies, because
they could buy it at a cheaper premium from some other
private concern. As ridiculous and unforeseen an occur-
rence as this may seem, it is exactly what has been done
with relation to savings bank life insurance.

5. State Medical Director. I recommend the repeal of
section 12 of chapter 26 of the General Laws. In my
opinion the State Medical Director is directly under the
control of the trustees. His salary is determined by the
trustees, and he is in reality no more a state official or
state employee than the president of any savings bank.
His power to appoint such assistants as he deems neces-
sary has no proper place in the law. The Medical Direc-
tor should be an employee of the savings banks writing
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insurance, and his salary should be paid by them in the
first instance, and not by the Commonwealth. Up until
recently I understand the Medical Director was given
quarters in our State House, but is now located some-
where else. It should be clearly stated that he is an
employee of the savings banks, and not only his salary
but all the expenses in connection with the conduct of
his particular office should be paid by the banks. The
Special Medical Director’s account should in no way be
under the control or management of the Deputy Com-
missioner. The employees in the office of the Medical
Director should likewise be employees of the savings
banks and in no way connected with the Commonwealth.

6. State Actuary. I recommend the repeal of section
11 of chapter 26 of the General Laws. Like the State
Medical Director, the State Actuary is also appointed
and removed by the trustees, subject to the approval of
the Governor and Council, and his salary is determined
by the trustees, but it is interesting to note that, unlike
the State Medical Director, who appoints his own assist-
ants as he deems necessary, the clerks and assistants to
the State Actuary are appointed by the trustees. The
same provision should be applicable to the State Actuary
as is suggested in the previous recommendation for the
State Medical Director. In the case of both the Medical
Director and the State Actuary, I repeat, why should
the Commonwealth act as the paymaster for a private
business such as savings bank life insurance?

7. Records. There are many records now in the office
of the Commissioner and Deputy Commissioner that cor-
respond to the records maintained in the so-called “Home
Office” of all other mutual insurance companies. Neither
the Commissioner’s nor the Deputy Commissioner’s
office should in any sense of the word be known, as it
generally is now in insurance circles, as the “Home
Office” of savings bank life insurance. This is not to be
wondered at, and no doubt the public at large has gained
the same impression, because of statements contained in
radio broadcasts in which the public has been requested
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to contact the “state authorities at the State House,”
and other similar phrases. All records of every kind,
including applications for savings bank life insurance,
medical reports, statements of premiums collected, etc.,
which in all other insurance companies are maintained
in their own private offices, should be transferred from
the State House to the private offices of the savings
banks. I understand that there are a number of em-
ployees, paid by the Commonwealth, whose services are
solely connected with maintaining the aforesaid records,
and this should not be allowed to continue.

8. Field Agents. The field agents, whose duty it now
is to contact employees of industrial and manufacturing
establishments and acquaint them with the alleged bene-
fits and operation of savings bank life insurance, should
be employees of the savings banks and not of the Com-
monwealth. The civil service examinations for this posi-
tion should be abolished. They should not be located at
the State House, but should be on the same basis as any
other employee of the savings banks in connection with
the operation of their savings bank departments, and
their salaries and all th,eir expenses should be paid for in
the very first instance by the banks. In my opinion,
these field agents are nothing but salesmen or agents
exactly as are all other agents in the employ of the other
mutual life insurance companies, and this notwithstand-
ing the fact that the law expressly provides that the
banks shall not employ solicitors. If these recommenda-
tions are carried out, there is no reason why this particu-
lar provision in the lawr should not be repealed, and the
banks permitted to employ as many agents as they see
fit, provided they are licensed by the Commonwealth,
as are all other insurance agents.

9. Funds. All special funds under the control of the
Commissioner or Deputy Commissioner, and which are
heretofore stated in the report of the State Auditor,
should be eliminated, if, in fact, this has not already
been done. I understand that the so-called special
expense fund, out of which the radio broadcasts and
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other advertising has been paid, was removed from the
state department on January 1, 1939, and is now being
solely administered by the Council. However, the spe-
cial funds of the Deputy Commissioner which I suggest
should be eliminated, and for which no state appropri-
ation should be made, in accordance with the recom-
mendation of the State Auditor are as follows: (1) Spe-
cial expense fund, (2) Medical Director’s account, and
(3) premium account.

The amount of the special expense fund and the Medi-
cal Director’s account is paid for from an appropriation
from the State, but the amount so appropriated is later
assessed to the savings banks. This practice should be
abolished. At the present time premiums on savings
bank life insurance policies are collected at the Deputy
Commissioner’s office at the State House. Although all
other so-called agencies are paid a commission on all
premiums which they collect in behalf of the savings
banks, the Deputy Commissioner’s Department is not
paid such a commission. In any event, no department
of the State House should be used as a collection agency
for premiums or moneys due a private business enter-
prise such as savings bank life insurance. It would be
just as logical and sensible to permit the citizens of the
Commonwealth to pay their insurance premiums on all
kinds of insurance at the office of the Insurance Com-
missioner of the Commonwealth. The argument has
been used that the only ones who pay their premiums
at the office of the Deputy Commissioner are state em-
ployees who hold savings bank life insurance policies.
However, this argument does not hold much weight,
because there is a State Credit Union located at the
State House, and while it is not now an official agency
for the collection of premiums, it could easily be made so
by an amendment to its by-laws,f and such state
employees as so desire could there pay their premiums.

10. Commissioner and Deputy Commissioner. Under
the present law the Division of Savings Bank Life Insur-
ance is really the body corporate known as the General
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Insurance Guaranty Fund. The Commissioner is one of
the Board of Trustees of this corporation and designated
Commissioner by the Governor. He acts as president of
the Board of Trustees of said corporation, and has gen-
eral supervision and control of the work of the Division.
The present law should be amended to make it abso-
lutely clear that the duties of the Commissioner and the
Deputy Commissioner of savings bank life insurance
should be confined solely to that of supervision and regu-
lation of the insurance departments of the savings banks.
They should be put on exactly the same basis as all our
other state department heads and commissioners, such
as the Insurance Commissioner and the Bank Commis-
sioner. The salary of the Deputy Commissioner, if he
is to continue to be known as a state official, should not
be reimbursed by the banks. He should not be permitted
to contact the public at large in the capacity of a sales-
man for savings bank life insurance. No literature or
propaganda of any kind relative to the alleged benefits
or operation of savings bank life insurance should ema-
nate from his or any other office at the State House.
These are purely functions that should be confined to
the savings banks themselves in the pursuance and
conduct of their private insurance business.

The Deputy Commissioner is appointed by the trus-
tees of the General Insurance Guaranty Fund, subject,
however, to the approval and confirmation of the Gov-
ernor and Council, and he may be removed by the trus-
tees with the consent of the Governor and Council. It
should be noted that under the law the trustees are not
obligated to appoint a Deputy Commissioner, and the
law reads that “the trustees may” so appoint. This is
clearly evidence of the fact that he is under their direct
control and subject to their orders.

Although carrying the title of Deputy Commissioner,
and having practically the same status and standing as
every other department head and commissioner of the
State, I believe that in reality he should be considered,
under the present set-up, as an employee of the savings
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banks. If he is to continue to operate under a state
title, I believe it would be advisable for him, as well as
the Commissioner, to be an appointee of the Governor,
subject to the confirmation of the Council, the same as
every other department head and commissioner. His
duty and likewise that of the Commissioner should be
to protect the citizens of the Commonwealth and to see
to it that the business of the insurance departments of
the savings banks are properly conducted. It would
seem that his present status appears to be inconsistent
with the public good, for as an appointee of the Board
of Trustees, and as one whose salary in the final analysis
is paid by the banks, he must of necessity be subservient
to them and take orders from them. This fact is well
borne out by the action which the trustees took with
regard to the radio broadcasts heretofore mentioned.
For this reason I believe there is a possibility that at
some time there might arise a conflict of interests, and
a situation wherein the interests of the public at large
and the policyholders of savings bank life insurance
might be at variance with the interests of the Board
of Trustees and the savings banks engaged in writing
insurance. It is of little weight that up to the present
time no such situation or condition has arisen.

The growth of savings bank life insurance is such that
we must likewise consider the future, and the interests
and the protection of the public at large, as well as the
protection of the present and future policyholders of
savings bank life insurance, should be our primary con-
cern and paramount to every other consideration. Con-
sequently, the Commissioner and the Deputy Commis-
sioner should be in a position to act not only as the
adviser, but as the spokesman for the public at large and
the policyholders, and they should in no way be subject
to any obligation to either the savings banks or the
Board of Trustees. The Deputy Commissioner should
no longer continue to be known in life insurance circles as
the “ace sales promoter” of savings bank life insurance.
His every act has justified this title being attached to
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him. Savings bank life insurance, as repeatedly pointed
out in this report, is a private business enterprise, and
should be subject to such supervision and regulation as
is necessary for the protection of the public at large and
the policyholders. No parallel situation exists in the
administration of our state government to that of our
Deputy Commissioner of savings bank life insurance,
and it would seem to be for the best interests of both
the public at large and the policyholders on the one
hand, and the savings banks on the other, that this situ-
ation should be immediately corrected.

11. Salaries. The salaries of all employees now in
the office of the Deputy Commissioner are paid by the
Commonwealth in the first instance, which is reimbursed
by the banks. Under my proposal the salaries of the
Deputy Commissioner, and such clerks as are necessary
for the conduct of his office in supervising and regulating,
would be paid by the State, with no reimbursement by
the banks, and the expenses necessary to run the depart-
ment should be on a like basis. Such employees as are
not needed at the office of the Deputy Commissioner in
carrying out his duties of supervision and regulation may
be transferred, if so desired by the banks, to their own pri-
vate offices and become employees of the savings banks.

While no bill is attached to this report necessary to
carry out its recommendations, may I respectfully sug-
gest that the committee to whom this report is referred,
if they deem it advisable to carry out any or all of these
recommendations, can have a bill drawn to meet their
requirements. I desire to again point out that a bill
embodying any or all of these recommendations may,
however, be subject to a point of order in that the sub-
ject matter referred to our Commission deals only with
the question of limitation. However, in order that a
complete and final settlement of all the matters in con-
troversy may be made, I believe that no difficulty would
be encountered in having such a bill admitted late by the
committee on rules of both branches, so that the matter
may be fully debated and disposed of.
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Cognizant of the fact that I am not a politician, have
not had the advantages of legal training, am not espe-
cially familiar with legislative procedures, and having
no selfish interests in the matter presented to us for con-
sideration, I hereby submit the following report.

Since September, 1938, our Commission has spent
much time and has made a very thorough study of
savings bank life insurance. In so doing we have learned
considerable about life insurance in general.

As a result of said study I have reached the following
conclusions:

1. Be it granted that savings bank life insurance was
not originally intended for any special class of people
except the thrifty, as Justice Brandeis told us, it has
developed after thirty years of existence that over 95
per cent of the policies written have been for amounts
of $5,000 or less. This it seems to me is a strong argu-
ment that legislation limiting the banks to writing not
more than $5,000 on the life of any one individual would
have very little effect on the people of the Common-
wealth as a whole.

2. There are many people in the Commonwealth that
need safe, honest, sensible insurance at a moderate cost.
This can be provided for them by savings bank life
insurance, provided, however, that legislation is not en-
acted that will make the cost of such nearly, if not
quite, as much as the old line ordinary insurance com-
panies are now writing.

3. Should we, as some members of the Commission
have suggested, enact legislation that would divorce sav-
ings bank life insurance from the State House entirely,
except, possibly, for the appointment of a Commissioner
of Savings Bank Life Insurance, it would at once elimi-
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nate good insurance which the people are now able to
secure at a moderate cost, thus defeating the purpose of
the original law creating savings bank life insurance in
practice if not in theory.

4. It has been brought out during our investigation
without any doubt that the methods of practice in sell-
ing savings bank life insurance have been unethical and
unfair. This should be eliminated, whether the amount
be limited or not. Savings bank life insurance should be
sold over the counter, as was originally intended: ad-
vertising should be continued and perhaps more strenu-
ously so, but no misrepresentation should be tolerated.
The people should be informed in every way possible
that savings bank life insurance can be bought at a
cheaper rate, and that it is as safe and sound as any
other insurance. As to fair methods of advertising, I
think the banks are anxious to co-operate.

5. My study of savings bank life insurance has con
vinced me as follows:

(a) That savings bank life insurance is sound.
(6) That over a period of thirty years the administra-

tion of the law originally created has been satisfactory
except as to its methods of advertising.

(c) That any change in the administration of the
business as suggested by some would so increase the cost
of writing savings bank life insurance that it would de-
feat its original purpose.

(d) That limitation as to the amount of insurance
written for one individual would have very little if any
effect on the original purpose of the law.

(e) Unlimited savings bank life insurance could in time
develop to a point where the insurance companies doing
a legitimate business in the Commonwealth would be
legislated out of business, which in my opinion was not
the original intent of the law and would not be for the
best interests of the people of the Commonwealth.

I therefore recommend that action be taken by the
Legislature that will limit the amount of savings bank
life insurance that may be sold to any one individual to
$5,000.


