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RESOLVE CREATING THE COMMISSION.

The Massachusetts Recess Commission on Cash Sick
ness Compensation was created by chapter 63 of the Re
solves of 1949, a copy of which is appended hereto, to 
study the problem implied in its name and to recommend 
to the General Court of 1950 such legislation as it deemed 
advisable.

Following the terms of the resolve, the President of the 
Senate named Senators White, Geary and Whittier; the 
Speaker of the House of Representatives named Repre
sentatives Conley, Curley, O’Dea, Thompson, Umana, 
Telford and McCarthy; and His Excellency the Governor 
named Dr. Matthew Norton, representing the medical 
profession, Mr. Arthur Rosen, representing industry, Mr. 
Arthur Cronin, representing insurance, Mr. John Carroll 
of the American Federation of Labor, and Mr. John Calla
han of the Congress of Industrial Organizations.

The members met and organized the last week in Oc
tober, 1949, with the election of Senator White as chair
man, Representative Conley as vice-chairman, and William 
Sampey of Boston as secretary.

The first public hearing was held in Boston on Novem
ber 2, 1949. Subsequent public hearings were held in 
Boston, Pittsfield, Springfield, Worcester, Lynn, Lowell, 
Lawrence, New Bedford, Fall River, and again in Boston. 
The final public hearing was held January 19, 1950.

The Commission attended a two-day Interstate Con
ference on Non-Occupational Disability Benefits Pro
grams at the Hotel Astor, New York, on December 15



and Id. At this conference, the members had the oppor
tunity to confer with interested groups from sixteen 
States. The Commission visited Rhode Island and New 
Jersey for the purpose of making a first-hand study of the 
cash sickness programs in operation in those States and 
revisited New York to study the newly adopted plan 
there. The Commission also traveled to Washington, 
D. C., where the members conferred with officials of the 
Federal Security Agency and the Department of Labor.

The public hearings held throughout the State were 
remarkably well attended, with crowds ranging in size 
from three to eight hundred. The members of the Com
mission had a high attendance record at the various hear
ings and conferences, and, to the best of the knowledge of 
the majority, no hearing or conference was held that was 
not attended by members of both parties holding places 
on the Commission.

At an executive session held in Boston on April 4, 1950, 
the Commission voted on the type of program that it 
would recommend. The majority report follows. The 
chairman appointed Representives Umana and O’Dea to 
draft the majority report and to draft the legislation neces
sary to carry out the recommendations in the majority 
report. For the purpose of securing technical and statis
tical information necessary to the proper fulfillment of 
their task, and not otherwise available, Representatives 
Umana and O’Dea conferred with officials of the Federal 
Security Agency and the Department of Labor in Wash
ington, D. C.

The majority owes a debt of gratitude to the great 
number of people wffio lent assistance, information, and 
criticism to their efforts. Particular help, which we 
gratefully acknowledge, was received from technical 
experts such as Mr. Thomas H. Bride and Mr. William 
Connell of Rhode Island, Mr. W. F. Dittig of New Jer
sey, Miss Mary Donlon of New York, Dr. Arthur J. 
Altmeyer of the Federal Security Agency, Dr. Barker 
Sanders of the Federal Security Agency and Mr. Phillip 
Booth of the Department of Labor.



C h a p t e r  63.

R e s o l v e  p r o v i d i n g  f o r  a n  I n v e s t i g a t i o n  a n d  S t u d y  b y  a  S p e c i a l  

C o m m i s s i o n  r e l a t i v e  t o  t h e  E s t a b l i s h m e n t  a n d  A d m i n i s t r a 

t i o n  o f  C a s h  S i c k n e s s  C o m p e n s a t i o n .

Resolved. That an unpaid special commission, to consist of three 
members of the senate to be designated by the president thereof, 
seven members of the house of representatives to be designated by 
the speaker thereof, and five persons to lie appointed by the governor, 
of which appointees two shall be representative of labor, one represen
tative of industry, one representative of insurance and one representa
tive of the medical profession, is hereby established for the purpose of 
making an investigation and study of so much of the subject matter of 
the governor’s address, printed as current house document numbered 
2691 as relates to the protection or insuring of employees and their 
families against non-industrial injury and noil-occupational sickness. 
Said commission shall be provided with quarters in the state house or 
elsewhere, may hold hearings, may require by summons the attendance 
and testimony of witnesses and the production of books and papers, 
may travel within and without the commonwealth, and may expend 
for legal, clerical and other assistance and for expenses such sums as 
may be appropriated therefor. Said commission shall report to the 
general court the results of its investigation and study, and its recom
mendations, if any, together with drafts of legislation necessary to 
carry its recommendations into effect, by filing the same with the 
clerk of the house of representatives not later than the first Wednesday 
of February in the year nineteen hundred and fifty.

Approved August 22, 1-94-9.





REPORT OF THE SPECIAL COMMISSION ES
TABLISHED TO M AKE AN INVESTIGATION 
AND STUDY RELATIVE TO THE ESTAB
LISHMENT AND AD M IN ISTR ATIO N  OF CASH 
SICKNESS COMPENSATION.

I.
Foreword.

The majority report of the Cash Sickness Commission 
deals with a proposed program to provide partial wage- 
loss compensation for limited periods to workers unable 
to earn wages because of non-occupational accident or 
illness. Because of this defined scope it is necessary to 
explore certain preliminary considerations before dealing 
with its basic problems.

Under the proposed Cash Sickness Law sick benefits 
are payable to wage earners for limited periods because 
they are intended to compensate for temporary disability 
due to non-occupational illness or accident, and for no 
other purpose. Such a program is to be distinguished 
from unemployment compensation wherein benefits are 
payable to persons unemployed but “ available for em
ployment”  and where illness is a disqualifying factor; it 
is likewise to be distinguished from workmen’s compensa
tion laws which provide benefits for job-connected injuries 
or diseases. And it must clearly not be confused with 
any of the proposed governmental compulsory health in
surance programs which provide broader benefits such 
as hospitalization and medical care. In essence, the scope 
of the program to which this Commission confines itself 
is one which provides similar compensation for periods of 
temporary disability as are presently provided during 
periods of temporary unemployment.



II.
History of Legislation.

1 he United States is the only country in which unem
ployment insurance has preceded temporary disability 
insurance. The result has been that the development of 
this type of disability insurance has in most cases been 
patterned after unemployment insurance, whereas else
where this temporary disability has been related to per
manent disability and health insurance.

Economic security is a concept which has various 
meanings. Fundamentally, it is protection against 
hazards which interrupt continuity of earnings. Those 
hazards may be unemployment, occupational illness, non- 
occupational illness, economic inadequacy for old age, 
medical and hospital care. In European countries those 
phases of economic security dealing with illness of all 
types and health and medical care assumed earlier im
portance. The first compulsory sickness insurance law 
was enacted in Germany in 1884, providing both medical 
services and cash benefits for wage loss. Other European 
countries followed later, and since the end of World War 
II, England, France, Belgium, Sweden, Denmark, and 
the Netherlands have enacted some form of disability 
insurance law.

In the United States bills to establish temporary dis
ability insurance have been considered in over one half 
of the states and in the Federal Congress. Four states 
have enacted laws, while one state, Washington, which 
has passed a disability law, is awaiting the outcome of a 
referendum in the election of November, 1950, before it 
goes into effect. Congress has also enacted a disability 
law for the railroad employees.

L a w . Date Effective.

Rhode Island . April 1, 1943
California December 1, 1946
Railroad . July 1, 1947
New Jersey January 1, 1949
New York July 1, 1950



Four of the temporary disability insurance systems are 
co-ordinated with unemployment insurance and admin
istered by the agency supervising that program . . . 
New York being the only state which has co-ordinated 
it with workmen’s compensation. Most of the bills in
troduced in the various legislatures have proposed un
employment insurance as the administrative agency.

In five states the unemployment insurance statutory 
requirements of availability for work have been modified 
so that a claimant will not be considered ineligible if the 
illness or disability occurred after he has filed a claim. 
These states are: Maryland, Montana, Nevada, Idaho 
and Tennessee. Under the Servicemen’s Readjustment 
Act, readjustment allowances are paid to veterans who, 
when they filed claims were able to work, but immedi
ately thereafter became disabled. The only available 
data of these operations indicate that the number of 
claimants is not a significant portion of the total unem
ployment load.1

In 1946 Congress amended the Federal Social Security 
Act and the Federal Unemployment Tax Act to permit 
those states which have at some time collected contri
butions from employees under state unemployment in
surance laws to draw on these funds to establish sick 
disability programs. Massachusetts is one of nine states 
which has such a fund in trust with the federal govern
ment. The approximate amounts which this enabling 
legislation would permit the States to draw from the 
federal government to set up cash sickness programs are 
as follows:

Alabama . 
California 
Indiana 
Kentucky 
Louisiana 
Massachusetts

$24,759,000 
318,900,000

1.764.000
16.387.000
4.912.000

17.322.000

» 'T em porary  D isability Insurance,”  Fed. Sec. Agency, 1949, p. 6



New Hampshire
New Jersey (through 1946) .
Rhode Island . . . .

*1,134,000
182,360,000
28,000,000

Although the federal government has authorized Cali
fornia to draw out $104,000,000, only $200,000 has been 
drawn. New Jersey has drawn $50,000,000 of its trust 
fund moneys, while Rhode Island has drawn out its full 
$28,000,000.

The Need for a Compulsory Cash Sickness Law.

The establishment of the necessity of a compulsory 
Cash Sickness Law involves a two-fold problem: first, 
whether there is a demand and need for it; secondly, 
whether that need can be met by the present voluntary 
sick disability plans.

The concept of compulsion in the field of social insurance 
is one which has been abused considerably and attacked 
with shibboleths of varying socialistic description. The 
very term, “ social insurance”  connotes a compulsory 
pooling of risks in order to satisfy a legitimate social 
purpose ; ' whether it be unemployment compensation, 
social security, or workmen's compensation.

A s : a result of the many public hearings held by the 
Commission in various industrial cities of the Common
wealth and conferences with officials of those states which 
have presently enacted Cash Sickness Laws, the majority 
have concluded that there is both a legitimate demand 
by workers for a compulsory law and a logical need for it.

The need to provide some form of cash income when the family 
wage earner is disabled as the result of an accident or sickness not 
connected' with his job, has long been a serious gap in our social in
surances. Those who live a week-to-week existence, with no income 
other than the pay-check, are never free of anxiety —  almost a night-

III.

A. D e m a n d  a n d  N e e d .



m are as to what to do when the breadwinner becomes disabled
while living expenses continue, medical care becomes imperative, yet 
there is no income in sight. Wage loss resulting from injury or illness 
of a non-occupational origin is a significant cause of the high cost of 
public assistance, since lack of insurance protection forces many 
workers to turn to public relief authorities when they are disabled. 
Some system must be worked out and embodied in legislation which 
will insure wage earners against total loss of income when they are 
unable to work for an extended, though temporary, period because of 
illness or accident.1

This is the expression of a responsible New York 
official.

Dr. Nathan Sinai of the University of Michigan, well- 
known authority on the subject, made an exhaustive 
study of it and concluded:

Almost invariably there are those who argue that the evidence of 
public demand is lacking; therefore, until the public expresses itself 
in a direct and positive manner, any proposal, if not misguided, is at 
least premature. This position indicates an inattention to historical 
events and a misunderstanding of how social movements develop. 
The same question relative to the evidence of recognized public de
mand may be asked about the Social Security legislation of 1935, and 
Disability Compensation since 1942. In each instance there was the 
debate about the existence of public demand —  but legislation was 
adopted.2

The majority of the Commission appreciate fully that 
any arguments for the establishment of a compulsory 
Cash Sickness Program involve fundamental differences 
of view of the scope of governmental action in all fields of 
social security. If one is inclined to the view that an 
important purpose of government is to provide minimum 
security in order to buttress our economic structures of 
free enterprise, then the need for this compulsory law can 
be understood. This is the view of the majority of the

1 Address before Interstate Conference on N on-O ccupational D isability Benefits Program, 
by Mary Donlan, Chairman of Now Y ork  W orkm en’s Com pensation Board, D ecem ber 15, 
1949.

* Report on D isability C om pensation, Dr. Nathan Sinai.



Commission. Opposed to this view is that of many mem
bers of industry and of the insurance field who take a 
more individualistic approach to governmental action and 
assert that government has gone as far as it should go in 
the field of social welfare and that the voluntary cash 
sickness programs instituted by private plans in industry 
constitute the preferable method of providing such 
security.

The problem of need can be approached from different 
starting points. We can examine the experience of 
Workmen’s Compensation, Old Age and Survivors’ In
surance and Unemployment Compensation from a social 
welfare point of view and, from the overwhelming opinion 
of those authorities who have studied the problem, the 
conclusion is evident that the one large gap in a com
prehensive social security system is that loss of earning 
power arising from non-occupational illness. We can also 
view the provision of the present Social Security and 
Workmen’s Compensation laws from the economic point 
of view of guaranteeing continued purchasing power. 
Here again the one remaining gap in guaranteeing such 
continued purchasing power lies in the loss of it to the 
worker during periods of prolonged illness.

Kesponsible opinion has agreed that had there been no 
unemployment compensation structure in Massachusetts 
during the past two years to maintain local purchasing 
power, many local recessions in such areas as Lawrence, 
Lowell and New Bedford would have spread throughout 
Massachusetts in alarming proportions. In the questions 
propounded by Commission members at the public hear
ings, particular attention was paid to this problem. The 
extension of the concept of guaranteeing earning power 
in the field of non-occupational illness is a premium which 
both industry and labor must be willing to pay.



B . P r e s e n t  C o v e r a g e  o f  \ o l u n t a r y  P l a n s .

Available data on the extent and effects of temporary 
disability to workers and society in the nation present 
keen indication of the pressing need for legislation. It 
has been estimated that on an average day at least seven 
million persons are unable to pursue their ordinary activi
ties by reason of injury or sickness. Nearly half of these 
would be available for work were it not for their dis
ability.1 Between one fourth and one third of the na
tion’s wage earners are temporarily disabled annually and 
only five to ten per cent of this disability among the labor 
force is due to work connected illness for which there is 
compensation under workmen’s compensation laws.2

That there is a significant drain of productive human 
resources due to temporary disability is evident. To the 
employer the picture presents a serious problem of labor 
cost and stability. Non-industrial illness has been re
garded as the most important cause of absenteeism, 
accounting for almost two thirds of total lost time.3 
Furthermore, labor turnover, which is also costly to the 
employer, is partly attributable to illness. What is more 
evident is that the wrage loss to the worker, which appears 
as loss of income to him, means loss of purchasing'power 
and a curtailed market for the employer’s product.

More serious and direct, however, are the effects of this 
disability on the wage earner. If he is temporarily un
employed he may be eligible to receive unemployment 
compensation; if he is temporarily disabled, however, he 
not only loses eligibility to receive any such compensation, 
but in addition his living expenses are increased by at
tendant medical costs. It is in this respect that the 
effect of disability on workers is distressing. No amount 
of explanation by insurance experts that in unemploy
ment insurance we have a “ non-insurable risk” for which

1 "Social Security Bulletin,”  January, 1945, p. 12.
2 Ibid. p. 12.
• ' Illness and Absenteeism in Manufacturing Plants in 1947.”  M onthly Labor Reviuw, 

Vol. 66, March, 1948, p. 265.



the state must assume the burden as contrasted to an 
“ insurable risk”  in cases of disability which private in
surance can assume is satisfactory to the average worker, 
who asks: if a wage earner receives compensation when 
he is unemployed because of inability to find work why 
should he not receive the same compensation when he is 
disabled? In the latter case, cessation of income comes 
at a time when he can least afford it. It has been esti
mated that a substantial portion of the welfare load of 
any average city is due to disabled workers hard-pressed 
by both loss of earning power and increased medical costs.

The majority of the commission recognized the in
adequacy of available data on the amount of present 
voluntary coverage of sick disability in Massachusetts. 
During the public hearings held throughout industrial 
centers of Massachusetts there was an abundance of 
testimony to indicate that the extent of voluntary cover
age of health and accident policies did not exceed 50 
per cent of the labor force.

The most recent public survey made in the state on 
present voluntary coverage is that by the State Advisory 
Council of the Division of Employment Security in 1946.1 
A questionnaire was sent to all employers of 20 or more 
employees. Of the 14,000 employers circularized, 8,239 
replied. The survey showed that of the firms employing 
less than 100 employees, 39 to 51 per cent had plans in 
contrast to 82 per cent coverage by employers of 500 
or more. That survey has been severely criticized for its 
sampling methods. It must be noted that after the 
public hearings held earlier in 1944 by a Recess Com
mission both industry and insurance companies became 
acutely aware of proposed compulsory legislation. The 
normal tendency would be for the majority of those firms 
having such plans to be induced to report their coverage, 
while those without voluntary plans neglected to report 
non-coverage and thus not reflect a true percentage of 
the total. Furthermore, the incomplete response did not

1 "R e p o r t  on Sickness Benefits,”  State A d visory  Council, D ivision of E m ploym ent Se
curity , 1946.



indicate the adequacy of the plan and in many cases in
cluded sick leave plans without any definition of sick leave. 
While some of these sick leave plans are generous, others 
are known to be limited to a small number of days of 
paid sick leave per year, such as one or two weeks, and 
many of these require considerable length of employment 
as a condition for receiving benefits. In spite of this 
questionable statistical method, however, about 3G per 
cent of the workers were found to have no protection 
against wage loss due to non-occupational illness.

The Commission undertook a study of various reports 
from other States which indicated, by comparison, that 
the Massachusetts estimates were obviously high. New 
York surveys made on the extent of voluntary coverage 
in 1948 showed the following.1

Among workers covered by Unemployment Insurance :

Per Cent.

Those protected by job-connected programs . . 39-41
Those protected by individual policies . . 4-9
Those protected by any kind of practice . . . 43-50

Among all workers in New York, including those out
side the scope of Unemployment Insurance, but excluding 
government and railroad employees:

Per Cent.

Those protected by job-connected programs . . 35-36
Those protected by individual policies . . . 4-8
Those protected by any kind of practice . . 39-44

In October, 1948, the Wisconsin Commission made a 
thorough survey of voluntary coverage of sick benefit 
plans in Wisconsin. A questionnaire was sent to approxi
mately 18,700 employers covered by unemployment in
surance in that State; that is, 6 or more workers.2 Re
sponses were received from 17,252 employers, which con
stituted over 92 per cent of the employers, and accounted

1 Studies in Disability Insurance,”  State o f N ew Y ork , D epartm ent o f Labor, 1949.
p. 66.

2 Summary of State Reports on Tem porary D isability Insurance,”  Bureau of E m p loy 
ment Security, January 21, 1950.



for 98 per cent of the Wisconsin workers covered by un
employment insurance.

The replies indicated that about 338,000 of 725,000 
workers —  47 per cent —  were protected by formal group 
sick leave or sick-benefits plans. The survey also included 
some data on the amount of protection. About 52,000 
workers were under paid sick-leave plans. The majority 
of them were under plans which require employment for 
four months or longer and which pay benefits for six weeks 
or less. The largest group of workers, 161,000, were cov
ered by 1,824 insurance plans. The probationary period 
was three months for 41 per cent of the workers, and four 
months or longer for 17 per cent. In the majority of cases 
the duration was thirteen weeks per illness, with maxi- 
mums ranging usually from $10 to $25 per week. The 
inadequacy of both total voluntary coverage and benefits 
was amply demonstrated by the survey.

The majority of the Commission has no reason to be
lieve, on the basis of these surveys, that the present cov
erage in Massachusetts is to any appreciable extent 
greater than these other areas or than the nation as a 
whole, which in 1949 was estimated to be between 30 to 
40 per cent.1

C. P o s s i b i l i t i e s  o f  F u t u r e  G r o w t h  o f  V o l u n t a r y
C o v e r a g e .

During the many public hearings held by the Com
mission numerous insurance representatives repeatedly 
stated that, given an opportunity, the voluntary plans 
would supply sufficient coverage to the majority of work
ers. The evidence seems to be to the contrary. Volun
tary plans have been in existence in Massachusetts for 
about thirty-five years. The term voluntary plan in most 
cases is a misnomer. Sick disability plans are usually 
part of a “ package plan” which includes other benefits 
such as pensions, medical and hospitalization care, and in 
the majority of cases they are the result of protracted

1 “ Sick-Pay Benefit Legislation.”  Report to  Interstate Conference of Em ploym ent 
Security Agencies, 1949, p. 13.



negotiations between organized labor and management 
wherein the workers may yield on higher wage demands 
in return for these security benefits. This was particu
larly true during wartime when wages were frozen. The 
further extension of voluntary plans may be vouchsafed 
by organized labor which regards them as a standard 
feature of collective bargaining, but the prospect of fur
ther extension is not so hopeful for those in unorganized 
plants.

Although it is reasonable to expect that voluntary dis
ability insurance will continue to grow in coverage it is 
not reasonable to expect that this growth will be sub
stantial.

Many obstacles to the increase of voluntary coverage 
are now foreseeable. One of these obstacles is the 
smaller employing unit. Studies made by the National 
Industrial Conference Board in its survey of New York 
plans indicated that the percentage of coverage is more 
complete among larger companies.1

The surveys of the N. I. C. B. indicated the following:

N u m b e r  o f  E m p l o y e e s  i n  U n i t . For Cent with Plans.

25- 29........ ...................................................................... 39 2

1 0 ( 1 - 1 9 9 .................................................  6*2.5

200-499 ...................................................................... 63.3

500-999 82.2

1,000 and over . 89.0

In this connection an analysis was made of the distribu
tion of small and large units in Massachusetts reporting 
under Old Age and Survivors Insurance. It is evident 
that if the same concentration is made by insurance com
panies on units of 100 or over, there is a potential obstacle 
to a further increase of voluntary plans as evidenced by the 
large number of firms employing less than 100 employees. 
Private carriers find the larger units more attractive be
cause of their lower proportionate share of cost.

1 Com pulsory Sickness Com pensation, Acheson J. Duncan, in National Industrial C on
ference Board, p. 116.



Number of Employees and Taxable Pay Roll subject to 0 . A . S. 1. by 
Size of Reporting Units, State of Massachusetts, First Quarter, 1948.

R e p o r t in g
U n it s .

E m p l o y m e n t . T a x a b l e  W a g e s . Average 
Taxable 

Wage 
pe r  Person 
em ployed.N um ber. Per Cent. Am ount. Per Cent.

Total . . . . . 1,429,374 100.0 $913,998,568 100.0 $639

0 - 3 82,242 5.8 37,124,883 4.1 451

4 - 7 92,564 6 .5 48,241,339 5.3 521

8 - 19 153,661 10.8 91,504,455 10.0 595

20- 49 170,143 11.9 107,072,283 11.7 629

50- 99 137,002 9 .6 86,488,000 9.5 631

100-499 328,918 23.0 216,273,842 23.7 658

500-999 142,519 10.0 96,748,593 10.6 679

1,000 and over . 322,325 22.6 230,545,173 25.2 715

The same aspect of concentration among larger em
ployers was revealed by the 1946 Massachusetts survey 
when those firms employing less than 100 showed 39 to 
51 per cent coverage as contrasted with those firms having 
500 or more employers showing S2 per cent coverage.1

High turnover of employment may be another obstacle.
In extreme cases such as longshoremen, who may change 
employers every few days, a disability insurance pro
gram may encounter serious difficulties. Voluntary plans 
cannot provide for continuity of insurance in industries 
characterized by high turnover.

Industries comprised largely of the poorer risks may 
encounter further obstacles. This may be true of plants 
where the employment of women is proportionately high 
or in hazardous jobs where the cost of voluntary plans 
may be higher than average.

The prospect, then, seems to be that the extension of I 
these voluntary plans will soon reach their saturation 
point where it will not be profitable for private insurance

1 O p . c i t . ,  p . 30.



to underwrite the risks and where there will be no strong 
incentive by management and labor to negotiate for these 
voluntary plans.

From the abundance of testimony before the Commis
sion at all of the hearings, the majority became convinced 
that the public demand for a compulsory cash sickness 
law was legitimate and substantial, and not a fictitious 
one as claimed by some of the spokesmen for insurance. 
A survey made by the Commission indicated that that 
demand is prevalent in most states. During the year 
1949 approximately 100 legislative proposals for com
pulsory cash sickness programs have been introduced in 
the various legislatures. The fact that an increasing 
number of study commissions have been authorized points 
toward inevitable future legislation.

The conclusion was evident to the majority of the 
Commission that the need and demand for a compulsory 
program exists and that there is no immediate prospect 
of sufficient extension of private voluntary coverage. If 
disability compensation has been recognized as necessary 
for the organized workers, it is equally necessary for 
those unorganized; if it is needed by steel and textile 
workers, it is equally needed by waitresses and con
struction workers; if it is easily available to large groups, 
then it should become available to smaller groups.

IV.

A. Effect of a Compulsory State Fund Program on the Insur
ance Industry in Massachusetts.

One of the many allegations made against an exclusive 
state fund for temporary disability insurance is that it 
would have a deleterious effect on the private insurance 
industry in Massachusetts. The evidence uncovered by 
the Commission indicates that, if the insurance companies 
actually do desire to expand their health and accident 
writing, the enactment of a compulsory state fund pro
gram will be an aid to their growth.
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Rhode Island has had a state fund since 1942. Never
theless, between 1942 and 1947 private health and accident 
premiums received in Rhode Island increased each year. 
The accompanying Table 1 shows that the percentage of 
increase in group premiums from 1942, the last year 
before state fund benefits started, and 1945 was 30 per 
cent. The increase between 1944 and 1945 alone was 
11 per cent, while the increase for the nation at large in 
the same period was less than 3 per cent. While there was 
a slight decrease in group writing in 1943, the first year 
of the state program, the sharp increase in private coverage 
in both 1944 and 1945 were each greater in relative 
magnitude than the increase in group insurance for the 
country at large. Therefore, it seems clear that the state 
administered program in Rhode Island has had a salutary 
effect on the business of private health and accident in
surance, rather than the contrary.

The experience in the Railroad industry is similar. The 
Railroad Temporary Disability Insurance Law was en
acted in 1940 and represents the first nation-wide tem
porary disability insurance law in the United States. 
This plan makes no provision for “ contracting ou t” under 
private insurance programs and has a benefit structure 
similar to that of Rhode Island.1 In reference to this 
act, Mr. J. M. Smith, Vice-President of the giant Con
tinental Casualty Company2 stated:

Again, when the Crosser Bill for railroad employees became effec
tive January 1, 1947, the accident and health industry predicted the 
most dire results —  but not Continental. W e steadfastly refused to 
take part in the organized opposition to this legislation. After two 
years of this competition, it is obvious that no greater stimulus to our 
railroad accident and health business has ever occurred. We are now 
the largest underwriters of Railroad accident and health insurance in 
America, with a volume of more than six million dollars in this line 
written last year.

1 See General Administration Letter N o. 148, August 8, 1949. Federal Security Agency. 
Railroad Tem porary Disability Insurance Program, p. 1.

2 Continental Casualty Com pany wrote over 10 millions of health and accident insurance 
in 1948, standing second in individual and sixth in group writing. See Survey Edition — 
“ Accident and Health Review.”



In further comment on the growth of government cover
age, Mr. Smith said:1

It is difficult to imagine government insurance being any more com
petitive than the existing non-profit plans, yet we are not only sur
viving such competition but prospering by reason of it. . . . However, 
in any event, we fail to see how any Federal legislation can reverse 
every experience we have had in the past fifty years with government 
and non-profit competition, and deny every lesson taught by our ac
cident and health history.

In a similar vein is the following excerpt from an insur
ance trade journal:

Life and casualty companies report that in most states that have 
had temporary disability benefits legislation for a year or two as in 
California and New Jersey, sales of personal accident and health cov
erage have been helped rather than impeded. Sales of hospitalization 
and surgical coverage have especially increased. Producers have been 
able to give those covered by T D B  a rounded program or package. 
In addition, self-employed and others who are not under the act have 
become interested in it on learning of the advantages of the coverage. 
The effect on sales seems to be similar to that which social security had on 
life insurance.2

Further proof that a compulsory state fund program 
will not have a harmful effect on the growth of the private 
insurance industry can be found in the experience of 
private companies in the pension and annuity business 
since the enactment of the old-age insurance provisions 
of the Social Security Act of 1935. This experience 
affords a striking analogy, for practically identical argu
ments against the government program were used both 
then and now. It was argued that the exclusive govern
ment program would destroy the private plans then in 
existence and prevent any future growth of such plans. 
It was argued that supplementation of the federal basic 
minimum security by private plans was theoretically 
appealing but practically unworkable. Now, after 15 
years, neither the insurance companies nor employers 
will contend for a moment that any of these dire predic

■ Ib id .
3 T h e National Underwriters (L ife Insurance Edition) August 12, 1949, p. 7.



tions have found the slightest substantiation in fact. L he 
growth of private, supplementary coverage in this field 
since 1935 is proof of the practicality of supplementation.1

The experience of private insurance companies under 
the three laws mentioned, plus the records in New Jersey 
and California, where competitive state funds exist, bear 
out the contention that an exclusive state fund program 
would, in all probability, enhance the accident and health 
business of private companies.

The insurance industry will find a powerful ally in 
organized labor in meeting this problem. Those few 
unions with present benefits superior to those proposed 
in our bill will make supplementation a prime objective 
of their contract negotiations.

The majority of the Commission cannot accept the 
contention that it would be impractical for private car
riers to write supplementary policies that would provide 
for weekly cash benefits as low as $5 or $10 weekly.

No satisfactory quantitative data exists by which we 
can determine the benefit characteristics of the majority 
of private plans or of those covering most workers. Evi
dence presented to the Commission indicates that only a 
small fraction of private plans have cash benefits superior 
to those proposed. This conclusion is strengthened by 
the experience in California where “ almost without ex
ception, the plans in existence had to be so liberalized in 
order to meet the statutory requirements that the rights 
provided be greater than those under the state plan.” 2 
The only private plans with greater weekly benefits than 
the proposed state plan that the Commission could dis
cover were “ package” plans. That is, they also provided 
coverage for hospitalization, medical expense, surgical ex
pense, etc. It seems clear that these plans could be re
written profitably to include a lower, supplementary cash 
indemnity. In fact, the model of such a plan exists today

‘ Since the enactment of Old Age and Survivors Insurance over ,13,000 em ployers have 
established their own private plans, in addition to existing plans that were adjusted to  com 
plement the national program. Since organised labor focused its attention on pensions the 
growth of private supplementary plans has been phenomenal.

2 ‘ Tem porary D isability Insurance” , Federal Security Agency, rev. ed., 1949, p. 39.



in the garment industry, where the International Ladies 
Garment Workers Union, A. F. L. has negotiated a 
health and accident “ package” plan that provides for 
a $10 weekly cash indemnity. This entire problem was 
magnified in argument out of all proportion to the evi
dence, for the Commission could discover very few exist
ing plans with higher cash benefits than those provided 
for in the accompanying proposed legislation. None of 
these superior cash benefits was found apart from “ pack
age ”  plans. All such plans were found in industries with 
higher-paid workers and records of stable employment, 
workers who are the primary objects of private plans 
anyway.

In addition to supplementation that would merely re
store the present level of cash benefits in the few existing 
superior private plans, there is also a great opportunity 
for supplementation by private plans that would raise 
weekly cash benefits above the level of presently existing 
plans, and above the level proposed in our recommended 
legislation. It has been argued that if a worker were cov
ered under two separate plans, his total benefits might 
closely approach or even exceed his weekly wage and thus 
the incentive to malinger would be very great. What 
this argument ignores is that the state plan benefits would 
not exceed 50 per cent of weekly earnings in the vast ma
jority of cases and only an extremely small fraction of 
workers would receive as high as 75 per cent of their 
weekly wage. Workers in the upper brackets would re
ceive only about 20 per cent of wages. The private in
surance companies have found that they can safely pay 
up to 75 or 80 per cent of weekly wages without destroy
ing personal incentive. With a $26 maximum (exclusive 
of dependency benefits) all workers receiving over $52 
weekly would get less than 50 per cent of their average 
weekly wages and these are the bulk of workers presently 
covered by private plans. It seems reasonable to con
clude, from the data available, that very few covered 
workers whose weekly benefits would approximate 50 per



cent of wages are presently insured under private plans. 
Therefore, private carriers could attempt to increase their 
coverage of these workers by 20 to 30 per cent of their 
weekly wage without exceeding the danger point estab
lished by the private insurers themselves. In fact, there 
is little evidence of malingering in those private plans 
that now pay full wages during illness.

Therefore, in the higher-income brackets supplementa
tion to the extent of $10 to $20 weekly would not result 
in over-insurance and among the lower-income workers 
who presently have no private coverage for the most part, 
supplementation in the amount of $5 to $10 weekly would 
be safe and practical if connected with a “ package plan” 
health and accident policy. All this seems to the majority 
of the Commission to mean wide new business opportuni
ties for private insurers.

One further point bears mention in relation to the 
effect of a state fund on private carriers. There is sub
stantial evidence available that private carriers are not 
desirous of insuring the smaller firms with less than 50 
employees that comprise the bulk of Massachusetts busi
ness firms. During the debate that preceded the adoption 
of the New Jersey law there was a split among the in
surance companies on the question of whether they wanted 
a completely private coverage or a competitive state fund 
to absorb the business that private carriers didn’t want. 
In a newspaper series on this issue it was said, “ The fear 
of the pro-Brescher plan (competitive state fund) insur
ance companies that they would have to charge more for 
small accounts seems reasonable.” The pro-Brescher plan 
insurance people add: “ It may seem like a strange ad
mission for us to make, but it is probable that the state 
fund would be less expensive for the very small em
ployer.” 1 In other words, many of the companies did 
not want to be burdened with covering the small groups 
which are admittedly less profitable. Also the higher 
cost to these “ little fellows”  of private coverage might

> Report, “ Passaic H erald-N ew s” , July 14-25, 1947, b y  Carl Ek.



create ill will toward the carriers, it was argued, and 
possibly create a demand for an investigation of the 
reason for this added expense. It is noteworthy that 
New Jersey finally adopted a competitive fund system 
that helped eliminate these troublesome problems for the 
insurers.

The attitude of California insurers may be gleaned from 
the report of E. J. Anderson, of Founders Fire and Marine. 
Mr. Anderson said: “ The amount of future business de
pends on the ability" of the companies to absorb it.” 1 
About 50 per cent of the business is now insured in pri
vate plans, but he warned that unless the companies 
change their outlook, that may be the limit. There are 
237,000 employers in California, but only 12 per cent of 
them are insured privately because the companies limit 
themselves to groups of 10 or more and largely ignore 
the 200,000 employers with one to ten employees. The 
article discussed New Jersey and New York also, and 
concluded, “ It was evident from the discussion that the 
number of groups of less than 25 currently being written 
is small . . . only a relatively small number (of carriers) 
so far have taken small groups on a group insurance 
basis.” 2 Mr. Arthur Cronin, who represented the in
surance industry on our Commission recognized this fact 
when he said,3 in advocating complete private coverage, 
“ The basic purpose of ‘ competitive’ State Funds are 
primarily to provide coverage for the ‘ sub-standard’ risk.”

Thus, we see that private carriers want to insure only 
the “ cream of the crop ;”  that is, those high-income, 
stable-employment, large-sized groups where supplemen
tation and extension of allied coverages are most clearly 
practical.

Finally, it is argued that the Commonwealth will suffer 
from reduced tax revenues if a state fund is adopted. 
This entirely specious argument never mentions what 
amount of premium taxes is attributable to the cash

1 " T h e  Accident & Health R ev iew ” , March, 1050, pp. 1, 2, 10.
2 Ibid.
3 Statement b y  Arthur D. Cronin Re Non-Occupationul D isability Benefits, p. .3.3 .



benefits provisions of existing plans that would be re
placed by state fund coverage. The “ Spectator Report" 
shows that a total of $15,000,000 dollars in health and 
accident premiums were received in Massachusetts in 
1948. The tax rate is 2 per cent, so the total tax return 
of this business would be $300,000. This includes much 
more than cash sickness coverage. Hospitalization, medi
cal expense, surgical expense and other forms of coverage 
are included. It is impossible to discover what percent
age is attributable to cash sickness benefits alone. It 
seems that replacement would occur by way of reduced 
welfare costs in an amount sufficient to equalize what
ever tax loss would accrue. However, Rhode Island’s 
experience1 indicates that more private insurance will be 
written after adoption of a state plan and thus premium 
tax income should increase. Finally, the tax loss, if any, 
will be more than replaced by savings in welfare costs 
accomplished by enactment of a cash sickness program.2

No mention need be made of the vicious argument that 
a state fund program would cause insurance company 
employees and agents to lose their jobs. The foregoing 
evidence amply demonstrates that we have every reason 
to expect an expansion rather than a contraction of in
surance coverage if a cash sickness law is enacted. It is a 
particularly desperate and despicable tactic to mislead 
and frighten insurance employees by implying that their 
jobs are in danger. Indeed, further evidence that enact
ment of a compulsory state fund law should increase 
employment in the insurance industry may be deduced 
from the following item from an insurance trade journal:3

Life and Casualty companies apparently were quite happy to see the 
compulsory disability benefits measure go down to defeat in Massa
chusetts. . . . There was another reason in addition to the traditional 
opposition to compulsory insurance. Group staffs are hardly able to 
keep up with the present volume of business and have been aiming 
at New York. . . . There just are not enough experienced men to 
handle the existing plans in California and New Jersey and also have

1 Supra, p. 22.
2 See discussion of this problem , infra.
3 The National Underwriter (Life Insurance E d .), Aug. 12, 1949, p. 7.



sales and underwriting staffs distributed throughout Washington and 
Massachusetts as well as New York, with the latter expected to take 
the lion’s share of the attention soon.

In summary, it appears to a majority of the Commission 
that experience with programs similar to ours has resulted 
in increased business for private carriers; that supplemen
tation of state fund benefits is both practical and presents 
a real opportunity for expansion of private coverage in the 
entire health and accident field; that there is a serious 
question as to how desirous private carriers are of extend
ing their coverage to smaller groups; that there is no tax 
disadvantage likely to accrue to the Commonwealth due 
to the adoption of a cash sickness law; and that loss of 
employment in the insurance industry seems not even a 
remote possibility.

B. Effect on Massachusetts Industry.

In estimating the effect on Massachusetts industry of 
a compulsory state fund program, it is necessary first to 
consider the economic effect of time and productivity 
lost due to non-occupational disability today. It has 
been impossible to obtain data relating solely to Massa
chusetts but the nation-wide picture is fairly clear.

The first important fact to note is that only between 
5 and 10 per cent of temporary disability among 
workers is due to occupational illness or injury and thus 
possibly insured by Workman’s Compensation.1 An
nually, between one fourth and one third of all workers 
are temporarily disabled due to illness or accident. The 
average time lost annually per total number of workers 
amounts to about nine days, the average time lost per 
worker who is disabled obviously is greater than one 
week. For example: a study of absences due to non- 
occupational temporary disability in 260 manufacturing 
plants employing about 160,000 workers in the first quar
ter of 1947 revealed 1,343 absences of from one to two 
weeks, 598 between two and three weeks, 297 between

1 Social Security Bulletin, January, 1945, p. 12.



three and four weeks, and 735 absences of longer than 
four weeks. 1 Loss of time and earnings due to tem
porary disability amount to an annual loss of wages and 
production of about five billion dollars.2 In one year 
(1942) temporary disability caused a loss of about 500,- 
000,000 work days.3

To employers, non-industrial temporary disability is 
the greatest cause of absenteeism, accounting for nearly 
two thirds of the total time lost.4 However, absenteeism 
rates understate the effects of temporary disability, for 
it is estimated that for each case of absenteeism due to 
illness there are two cases of workers who continue work
ing, though they are sufficiently ill to have only between 
50 and 90 per cent of normal productivity.6 In addition 
to its direct effect on production and purchasing power, 
illness has been estimated by Professor Schlichter6 to be 
the primary cause of labor turnover with its costly effect 
on business. Further, the employer suffers from the con
traction of the labor market caused by sickness. The 
reduction of the labor force by three and one quarter to 
three and one half million in periods of a tight labor mar
ket has an incalculable but costly effect on employers.

It seems clear that industry is burdened annually with 
tremendous costs due to employee illness. While it is 
difficult to pin point this cost, it must be constantly kept 
in mind in evaluating the expense of a temporary dis
ability insurance program designed to replace part of the 
wage loss due to non-occupational illness.

The allegation was made before the Commission that 
a payroll tax for cash sickness insurance would have an 
adverse effect on business, that it would “ drive industry

1 " Illness Absenteeism in Manufacturing Plants in 1947,”  M onthly Labor Review, Vol. 66, 
No. 3 (March, 1948), p. 267.

-Oscar R. Ewing, "T h e  N ation ’s H ealth.”  U. S. G overnm ent Printing Office, 1948, 
pp. 26-27.

, Maxine Sweezy, "M edical Care for E v eryb ody .” .kAm . Assn. of U niversity Women, 1945, 
pp. 4-5.

4 Illness and Absenteeism in Manufacturing Plants in 1947, M onthly Labor Review, Vol. 
66, N o. 3, March, 1948, p. 265.

5 banders and Cohen, Joint Statement before the New Jersey Com m ission on Sick D isa
bility Insurance, 1947.

8 Harry A. Millis, "Sickness and Insurance.”  University o f Chicago Press, 1937, p. 4.



out of Massachusetts.”  The majority of the Commission 
is both aware of and concerned with the competitive posi
tion of Massachusetts industry. It is unfortunate that 
this problem has become clouded by those who resist any 
and every social advance with this same argument. A 
vital problem has been turned into a shibboleth through 
indiscriminate reiteration. The majority is aware that 
increasing numbers of people regard this charge as mere 
political camouflage. Such thinking, though understand
able, is to be regretted. Therefore we have attempted to 
ascertain the present competitive position of Massachu
setts as a study ancillary to our particular subject matter, 
for we realize that our prosperity and security depends on 
a healthy industrial climate. It is not within the scope 
of our Commission to render an exhaustive report on the 
state of our industry. However, it does seem that an 
understanding of our position can be gained by consider
ing the business population of the several states and re
gions and the entrances and discontinuances of business 
over a period of time.

This study of business population indicates three things 
to the majority of the Commission. First, business trends 
reflect a regional pattern rather than a state pattern. 
Second, the New England regional pattern has shown a 
slower rate of growth than some others, but has escaped 
the violent fluctuations that have characterized areas of 
more rapid expansion. Third, Social legislation seems to 
have no discernable hearing on the regional patterns. 
Long-term secular forces seem to control the pattern.

In the five-year period between March, 1944, and 
March, 1949, the business population of the country in
creased by over 30 per cent. In this period the far West, 
southwest and southeast regions increased substantially 
above the natural average. However, the pattern of 
growth indicates the firmness of the New England position 
in the face of adverse long-term factors.

In 1944-45 the regional changes conformed generally 
to the pattern for the longer period. In 1945-46, with 
the end of the war and the commencement of reconversion,



business population grew at an increasing rate except 
in the South. New England rose about 8 per cent, com
pared to the national average of 9 per cent. The following 
year marked the end of price controls and the virtual 
completion of reconversion. Business population made 
its greatest gain in numbers, but the rate of increase 
declined everywhere excepting in the southeast and New 
England. In 1947-48, there was a decided slow-down in 
growth nationally, but New England’s business popula
tion held steady. In 1948-49, the number of firms in 
operation nationally declined for the first time since 1943. 
Over 40 per cent of this decline occurred in the far West, 
which had enjoyed the greatest expansion previously. 
The New England experience conformed to the national 
average and showed a small decrease.

In the business entrance and discontinuance rates over 
the same period we can more vividly see the more buoyant 
activity in the South and far West during the period. 
This clearly reflected the influence of the war on the in
dustrialization and income-growth of these areas plus 
the increase in human population in the far West. These 
long term forces exerted considerably less influence in 
the rest of the country. However, as the Department of 
Commerce study points out,

It would also appear that the wartin.e accentuation of these long
term trends in the South and far West had diminished considerably 
by the beginning of 1949, at least in their effect on the business popu
lation. This is suggested by the sharper than average drop in entrances 
in the far West and southeast between 1947 and 1948, and the fact 
that entrance rates in 1948 in the South and far West were well below 
their 1944 levels, though for the other regions there was little change 
in entrance rates between these two years.”

Iu discontinuances, the latest figures available are for 
1948. The pattern here too follows regional experience 
in entrances, for a high cancelation exists between birth 
and death rates due to the high percentage of new firm 
mortality. Thus, discontinuance rates were greater in 
the South and far West.

This brief resume would indicate that New England



[ C h a r t  1. —  Entrance Rates by Regions: Number o f Neu> Businesses 
Per 1,000 Firms in Operation.1]

Source o f  d a ta : U. S. D epartm en t o f Com m erce, Office o f Business Econom ics.
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has experienced a stable growth over the period even 
though it did not enjoy the exceptional long-term bene
fits that the industrialization of previously under-devel
oped areas and growth of human population in these 
same areas brought to the South and far West.

The Massachusetts pattern conforms generally to the 
New England experience. But one interesting compari
son presents itself. In the textile, apparel, and leather 
industries, the number of firms in operation in each of 
the four years 1945-1948 were 2,700, 3,000, 3,400 and 
3,300 for a net increase of 600 or 22 per cent. In the same 
period in Georgia, Mississippi, North Carolina, South 
Carolina, Virginia and Tennessee there was practically no 
growth. North Carolina grew from 900 to 1,200 between



1945 and 1947 and remained stationary in 1948. The 
other five states experienced no gain at all for 1947 and 
1948 and in 1946 they had a combined gain of less than 
350.

In metals and metal products, Massachusetts business 
population grew each year, from 2,200 in 1945 to 2,700 
in 1948, a growth above the regional average. In this 
area also, our growth exceeded that of the South.

This brief sketch is obviously not intended to accom
plish any more than to indicate that our relative position 
is not what the calamity howlers would have us believe, 
and that long term factors not related to social legislation 
are decisive. This can perhaps be more explicitly shown 
in the following table, 'which reduces the comparison of 
business population to index numbers, using 1944 as 100:

Business in Operation.

Y e a r .
Massa

chusetts.

South
Caro
lina. N ation.

Cali
fornia.

New
Jersey.

Rhode
Island.

New
Y ork . Ohio. Maine.

1944 100 100 100 100 100 100 100 100 100

1945 104 108 107 114 102 106 105 106 103

1946 110 115 116 130 112 121 114 115 111

1947 124 126 127 148 122 126 122 125 123

1948 126 134 131 164 123 128 122 127 123

1949 123 137 130 159 122 129 122 129 123

In this comparison we include all States with cash 
sickness programs, States with much social legislation 
(Rhode Island, California, New York) those with little 
(Maine, North Carolina) and States that are our business 
competitors. The divergent experiences of these States 
cannot be explained by reference to their amount of social 
legislation. No pattern of experience here can be cor
related with such legislation.

The majority realize that, even though our competitive 
position may not be related directly to our social legisla
tion, that a problem remains of what additional expense,



regardless of kind, our industry can stand. It seems to 
the majority that this question is best answered by show
ing that the additional cost if any, to Massachusetts in
dustry of temporary disability insurance will be negligible.

The cost to industry under our bill will be one half per 
cent of the first $3,000 dollars of each worker’s annual 
pay, or $15 per year per worker.

As appears earlier in our report, it is impossible to 
estimate the present scope of voluntary coverage; the 
three surveys that have been made are all subject to 
compelling statistical defects that render them completely 
unscientific as samples. It does seem clear that not over 
50 per cent of our workers are covered.

However, on the evidence available, it appears that 
most existing plans cost the employer more than one half 
per' cent.1 For this group, the majority plan will mean 
an actual dollars and cents savings. There are also in 
existence a number of “ informal”  wage-continuation plans 
where the practice is to pay part or all of the salary of ill 
employees.

In all of these categories, a compulsory law would be 
no cost burden, and in most, our plan would save money 
for the employer and thereby improve his competitive 
position. It is particularly noteworthy that the evidence 
of existing voluntary coverage indicates unmistakably 
that there is a close correlation between size of plant and 
coverage.1 This means that our industries most directly 
concerned with exterior competitive forces and those that 
are most vital to our economy have a substantial coverage 
today. And there would be a most advantageous savings 
to these manufacturers if the legislation proposed by the 
majority were enacted. For example, in the textile in
dustry, the T. W. U. A. —  CIO has negotiated a health 
and accident policy in the mills organized by them which, 
if paid for by the employer, according to Mr. Arthur 
Cronin, the insurance representative on our Commission, 
costs no more than $15 to ’$20 weekly. Our plan would 
cost the textile employer no more than $15 yearly per

1 Cite A. I. M., Arthur Cronin, Public Hearings, Earlier Surveys.



worker and would, therefore, serve to lower costs in our 
most hard-pressed industry. In addition, our plan would 
pay greater benefits than the T. W. U. A. plan and would 
thereby increase the purchasing power of temporarily dis
abled textile workers. This seems to the majority to be 
a practical method of helping both management and labor 
in Massachusetts.

The results of the various surveys of voluntary coverage 
are defective throughout, but nowhere more so than in 
relation to groups of less than 50 employees.

There seems to be a general agreement that coverage is 
most sparse in this area, but the statistical evidence is 
nonexistent. However, the maximum annual cost to an 
employer of fifty would be $750 or $15 per week. This 
assumes that all of the employees earn at least $3,000 a 
year. For an employer of twenty-five, the maximum cost 
would be $375, of fifteen would be $225, of ten would be 
$150, etc. It is hard to see how such an expense would 
involve an intolerable additional burden to the small em
ployer. Whatever expense there is should be more than 
offset by the improvement in employee morale and pro
ductivity.

For those instances in which no present coverage exists, 
the additional cost of doing business would be more than 
compensated by the savings that would accrue in property 
taxation alone. The burden of welfare costs is borne by 
the property tax and a very substantial percentage of the 
welfare load is due to those workers forced onto relief by 
sickness.

Most recent statistics show that, from January to June, 
1949, of every 1,000 open cases of general assistance in 
Massachusetts 111.8 were opened by reason of illness or 
disablement.1 This amounted to 23 per cent of the cases 
opened by reason of change in economic circumstances of 
the applicant.

Later figures for the city of Boston show that in No
vember and December, 1949, and in January of 1950, 
illness or disablement accounted for 28.27 and 25 per cent,



respectively, of the welfare burden of the city. In a com
parison with fourteen other large cities outside of Massa
chusetts, for the same period, the statistics showT that 
Boston is above average in this respect each month.

Number of General Assistance Cases opened for Specified Reasons, by 
Selected City, November, December, 191+9, and January, 1950.1

C i t y . Total.

Illness or 
D isable

m ent.

Depletion 
o f Savings 

or Other 
Resources.

N ovem ber, 1949:
Total, 15 cities2 . . . . 20,408 4,137 697
Percentage distribution . 100 20.3 3 .4

Boston . . . . . . 817 230 3
Percentage distribution . 100 28.1 -

D ecem ber, 1949:
Total, 15 cities . . . . 18,376 4,119 840
Percentage distribution . 100 22.4 4 .6

Boston . . . . . . 904 240 6
Percentage distribution . 100 26.5 -

January, 1950:
Total, 15 cities . . . . 19,378 4,573 711
Percentage distribution . 100 23..6 3 .7

B o s t o n .................................................. 1,023 252 3
Percentage distribution . 100 24.6 -

Similar conditions exist in governmental expenses for 
aid to dependent children. In the period between Jan
uary and June, 1949, in Massachusetts, 43.5 cases per 
thousand open cases were opened because of loss of em
ployment or earnings. Of these, 32 per thousand were 
due to illness or disablement.

Of all cases opened by reason of change in economic 
circumstances during the period, illness or disablement 
accounted for over 20 per cent of the total.

Thus, it appears to a majority of the Commission that 
a substantial savings in welfare costs could be achieved 
if Massachusetts adopted a program of cash sickness bene-

1 D ivision  of Statistics, Federal Security Agency, February 23, 1950.
2 Baltim ore, Boston, Chicago, Cincinnati (county), Cleveland (county), D etroit, D istrict 

o f Colum bia, Los Angeles (cou nty), Milwaukee (county), Minneapolis, N ew Orleans, Phila
delphia, Pittsburgh (cou nty), St. Louis and San Francisco.



fits. The above figures indicate to some extent the bur
den tax-wise of relief payments because of illness. They 
do not show the full cost to business and industry, how
ever, for they do not reflect the depletion of personal 
savings and consequent loss of purchasing power that 
preceded the entry of many of these cases onto the relief 
rolls.

Finally, it must be borne in mind that if we adopt any 
compulsory law the cost to industry will be less under a 
state fund program than under a private plan. This is 
particularly important to small business and industry 
where private insurance rates are even higher than they 
are to companies employing large numbers. Employers 
of 50 or less would receive proportionately greater ad
vantages from a state fund because of the close correlation 
between number of employees and cost of private in
surance.

It is the opinion of a majority of the Commission that 
Massachusetts industry would not be adversely affected 
by a compulsory state fund program. The passage of 
such social legislation should, in fact, improve our com
petitive position, if anything, by more economically sus
taining purchasing power than a private plan could and 
by making tax relief possible through lowering welfare 
costs.

The Spectator Report shows that a total of $15,000,- 
000 in Health and Accident premiums were received in 
Massachusetts in 1948. The tax rate is 2 per cent, so the 
total tax return of this business would be $300,000. This 
includes much more than cash sickness coverage. Hos
pitalization, medical expense, surgical expense and other 
forms of coverage are included. It is impossible to dis
cover what percentage is attributable to cash sickness 
benefits alone. However, it seems that replacement 
would occur by way of reduced welfare costs in an amount 
sufficient to equalize whatever tax loss would accrue.



V.

Analysis of the Programs in the United States.

Broadly, there are three types of programs of compul
sory disability insurance suggested. One type is the ex
clusive state fund program, similar to that enacted in 
Rhode Island, and by the Federal Railroad Act into which 
all the contributions are paid and under which the pay
ment of benefits are administered, parallelling the present 
unemployment insurance fund. At the other extreme is 
the exclusive private fund, similar to workmen’s com
pensation laws, under which there is no state fund and 
where employers select the private insurance companies 
or insure themselves. Although there is no disability in
surance program of this type, the New York system 
comes close to such a program. The third alternative is 
a competitive state fund in which a state fund is pro
vided, but employers may contract out to private carriers 
if their plans meet with the general approval of the agency 
in charge of the state fund. This is the system adopted 
in New Jersey and California. Before the private plan 
may be substituted it must meet the minimum standards 
of the benefit formula established by law. In New Jersey 
those private plans must be at least equal to the State 
plan. This means that the weekly benefits and the num
ber of weeks must be the same and the eligibility require
ments may not be more restrictive. In California the 
private plans must provide benefits greater than those 
under the state plan. This has been interpreted to mean 
that they must be equal to the state plan in every respect 
and more liberal with respect to at least one provision, 
such as maximum number of weeks or maximum weekly 
benefit amount. No definite regulations have been 
enacted to clarify many of the problems in this respect. 
It is possible that if such voluntary plans merely provide 
one day more in the duration of benefits they might meet 
the required standard.



The main provisions of the existing programs are sum
marized below:

R h o d e  I s l a n d .

Type of Law.
This law provides for an exclusive state fund which 

is administered by the employment security agency 
in co-ordination with unemployment insurance.

Coverage.

All employees who are subject to the State’s unem
ployment insurance law; that is, employees of firms 
employing 4 or more workers in 20 weeks are covered. 
Christian Scientists may elect not to be subject to 
the law. Farm laborers, domestic servants, and em
ployees of certain non-profit organizations are ex
cluded.

Financing.
The program is financed wholly by a tax on em

ployees. The amount is 1 per cent of the first $3,000 
of annual wages. Of the total amount of contribu
tions received by the State, 6 per cent must be set 
aside as a top limit for administrative costs. In this 
connection it must be noted that the administrative 
costs have never actually exceeded 4.6 per cent.

Benefits.
The eligibility requirements for benefits are de

termined similarly to those of unemployment com
pensation. The minimum weekly benefits are $10 
and the maximum are $25, while the maximum dura
tion is 26 weeks.

Pregnancy benefits are also included in the benefit 
structure. When the fund was first established these 
maternity benefits were unlimited. But because of 
the heavy load on the fund caused by these un
limited payments the maximum benefit period has



been reduced to 15 weeks. Rhode Island, at present, 
is the only State which gives pregnancy benefits. 
The federal government offers these benefits in the 
Railroad Insurance Act.

Duplication of benefits under the disability insur
ance program and workmen’s compensation is per
mitted up to a combined benefit of 85 per cent of the 
average weekly wages on the last job prior to sickness. 
There is no deduction for lump-sum payments. Here, 
again, Rhode Island is the only State which permits 
this duplication of benefits. In the other States an 
election of benefits under workmen’s compensation 
by the employee disqualifies him from obtaining bene
fits under disability insurance.

An additional feature of the Rhode Island benefit 
formula is that disability insurance and any volun
tary sick payments by the employer may be paid 
simultaneously. This feature is present only in the 
Rhode Island plan.

Waiting Period.
Rhode Island requires a waiting period of 7 con

secutive days of disability for each benefit year as 
contrasted to a waiting period of 7 consecutive days 
of disability for each disability as required in the 
other States.

Medical Certification.

Initial claims must be accompanied with the state
ment of a physician giving diagnosis and prognosis. In 
cases where the claim duration exceeds the “ normal 
expected” duration as"determined by the medical 
director of the agency, the claimant is required to 
submit to a medical examination by one of the part- 
time doctors employed by the agency.

Administration.

The Rhode Island^systeinis completely centralized, 
all claims being provided by the cash sickness unit 
under the Employment Security Department in



Providence. A chief claims examiner directs the 
non-medical operations, while a medical director is 
in charge of the medical aspects of the program. 
Under the chief claims examiner there is a staff of 
field investigators. While a staff of 550 administer 
the employment security act, only about 55 addi
tional employees were provided to administer the 
cash sickness program.

When claims are received by the cash sickness 
unit, they are first checked for completeness and are 
then coded. Then they are submitted to the medical 
examiner who reviews the physician’s report to de
termine whether the claimant is disabled within the 
meaning of the law and what the duration probability 
is. The claims then go to the wage record unit where 
the appropriate records are withdrawn and sent to 
the bookkeeping section. After the weekly benefit 
amount is determined, the ledgers and claims are re
turned to the cash sickness unit.

If the claimant is found to be eligible, he is sent a 
notice that he has completed the required one week 
waiting period. At the expiration of the period es
tablished as the probable duration of disability, the 
claimant receives with his check a notification that it 
is his last. Additional benefits will be given only if 
the claimant files a new claim in which he must sub
mit to a medical examination by an agency physician 
before given any further benefits.

Medical examinations are made in two types of 
cases. If there is any question as to condition of dis
ability of the claimant when he first files his claim an 
examination may be scheduled. Examinations are 
also mandatory where the claimant files a claim be
yond the period originally established as the probable 
duration of disability.

C a l i f o r n i a .
Type of Law.

The law provides for a competitive state fund with 
the employer being permitted to contract out to



private carriers. Certain conditions must be met 
before any private plan is permitted. First, the plan 
must afford covered employees rights “ greater than” 
the state plan. As has been pointed out this has been 
interpreted to mean that the plan must be at least 
as good as the state plan in every other respect and 
be more liberal in any one provision such as maximum 
duration of weeks or amount of weekly benefits. In 
addition the majority of workers in any employment 
unit must consent to it. Finally the plan must not 
result in a “ substantial selection of risks adverse” to 
the state fund. This has been applied to only one 
phase of adverse selection by requiring that private 
carriers insure an aggregate of at least 20 per cent 
of the total covered females. Should the average for 
a particular carrier fall below that figure, no further 
policies written by that company will be approved 
until the over-all percentage is brought up.

The administering agency is the employment se
curity agency in co-ordination with unemployment 
insurance.

Coverage.

The coverage is the same as for unemployment in
surance, that is, any employing unit of one or more 
workers and an employee who earned $100 in a 
quarterly pay roll. Christian Scientists are not 
exempt, but certification of disability by a practi
tioner is acceptable. Farm laborers, domestic serv
ants, employees of certain non-profit organizations, 
railroad and government employees, certain maritime 
services, college clubs not subject to the Federal Un
employment Tax Act, casual labor, students in the 
employ of schools, and certain others are exempt.

Financing.

The program is financed by a 1 per cent tax on 
employees of their first $3,000 of annual wages. For



administrative costs 5 per cent of the total contri
butions must be set aside.

Benefits.
The benefits are based on high quarter earnings 

and range from $10 to $25 per week. The benefit 
formula is the same as unemployment insurance. 
The maximum duration is 26 weeks. No pregnancy 
benefits are given up to 4 weeks after termination of 
the pregnancy and benefits received under work
men’s compensation disqualify one from disability 
benefits. Any sick pay received from the employer 
during the period of disability reduces the disability 
benefits by the amount of sick pay received. Hospi
tal benefits of $8 a day for 12 days in the benefit 
year are now granted by a recent modification of 
the law.

Waiting Period.
The waiting period is 7 days for each disability.

Medical Certification.
The initial claim must be supported by a certificate 

of a medical practitioner as defined in the law —  in
cluding certain religious practitioners. Medical re
examination by a designated doctor may be ordered 
by the agency, and provision is made for lay visitors 
to check on claimants.

Administration.
The California program is administered by the 

State employment Stabilization Commission. Under 
the direction of the chief of the Disability Insurance 
Division and the Medical Director, a staff of about 
30 administer the program at the Sacramento Head
quarters, while about 300 persons are employed in 
the 16 district offices throughout the State.

The functions of the Medical Director are several: 
First, either he or one of his assistants reviews the 
duration of benefits allowed by the district offices.



Second, he is the liaison man between the state 
system and the medical profession, explaining the 
purpose of the law and administrative procedures, 
and maintaining cordial relation with the private 
physicians. It has been reported to the Recess Com
mission in its conferences with California officials 
that the Medical Association in California is satisfied 
with the medical aspects of the program. The state 
medical journal recently praised the personnel ad
ministering the program in an editorial.

In contrast to the procedure in unemployment 
compensation where claims are filed in the local 
offices, the claimant mails his claim to the central 
office where the claim is properly certified. Claim
ants are permitted, if they are Christian Scientists, 
to have their disabilities certified by religious prac
titioners rather than by physicians. Then after es
tablishing that the claim has been certified, the cen
tral agency checks the “ timeliness”  of the claim. 
The claim must be filed not later than 20 days after 
the end of the waiting period and must show that the 
claimant was examined by his physician not later 
than the seventh day. Then the central office deter
mines the claimant’s base period earnings and his 
benefit amounts. After this is done, the valid claims 
are sent to the appropriate district offices, where sub
sequent processing takes place.

In the district office the duration of benefits is de
termined. This is done by checking the estimate of 
duration of disability given by the claimant’s physi
cian on the claim form against insurance company 
tables of duration. In questionable cases the claims 
examiner may arrange an unscheduled visit to the 
claimant. In any event, the duration established by 
the claims examiner is recorded in a weekly report 
which is submitted to the Medical Director who re
views each determination and returns a memorandum 
to the local office in any case which seems out of line 
to him.



Under law, all claimants except those certified by- 
religious practitioners must submit to reasonable ex
amination if so required. California does not have 
a staff of physicians on the agency payroll, but main
tains a panel of physicians, to whom claimants may 
be referred. The physician is paid a scheduled fee 
for each examination which ranges from $7.50 for 
ordinary local examinations and report to $50 for ex
pert opinions and report. During the first quarter of 
1948 the average monthly number of medical exami
nations scheduled was 325.

California Voluntary Plans.
Under insured voluntaiy plans, the claimant files 

his claim not with the state agency, but with his em
ployer or the insurer. The employer or insurer sub
mits a notice of the claim to the state central office. 
Here the same wage determinations are made as for 
state plan claims. The agency returns to the insurer 
a claim notice on which is entered the dates of the 
benefit year and potential benefits. This informa
tion is a guide to the insurer whose benefits must be 
more liberal in some respect.

Voluntary plans pay a share of administrative 
costs. The state agency allocates to them a portion 
of administrative expenses. The total costs assess
able against these plans may not exceed .02 per cent 
of taxable wages.

N e w  J e r s e y .

Type of Law.
The law provides for a state plan, with substitution 

of private plans permitted similar to California. A 
private plan may be provided either by a contract of 
insurance issued by an insurer, by a collective bar
gaining agreement, or by the employer as self-insurer. 
Each plan must be approved by the Employment 
Security division. Approval is contingent upon cer
tain conditions. It must be agreed to by a majority



of employees, and it must continue to cover an em
ployee for two weeks after his employment termi
nates unless he becomes employed by another em
ployer. Finally, it must be at least as generous to 
the employee as the state plan with respect to eligi
bility requirements, amount of benefits and duration 
of weeks, and amount of contributions required. 
There are no definite provisions with regard to ad
verse selection of risks as there are in the California 
law. Where there are employee contributions a ma
jority of the employees must approve the plan.

There is a notable difference between the volun
tary plans in California and those in New Jersey 
with respect to freedom of choice of the worker. In 
New Jersey, once a majority of workers have ap
proved a private plan, all the workers in the estab
lishment are automatically covered. In California 
an individual may elect to be covered by the state 
plan even where his co-workers are participating in 
the voluntary plan.

The administrative agency is the Division of Em
ployment Security of the Department of Labor. 
There is also an advisory council consisting of 4 labor 
representatives, 2 insurance representatives, 2 em
ployers and 2 physicians.

Coverage.
The coverage is the same as for unemployment in

surance which applies to a unit of 4 or more workers 
in 20 weeks, and workers can elect out on religious 
grounds. Farm laborers, domestic servants, students, 
employees of certain non-profit organizations, rail
road and government employees are excluded.

Financing.
The state plan is financed by a tax of .75 per cent 

of the first $3,000 of annual wages on the employee 
and .25 per cent of these same wages on the employer. 
In private plans, the employer pays the balance of



the cost, if any, after the employee has paid his .75 per 
cent of wages.

Starting July 1, 1951, employer contributions pay
able to the state fund are to be subject to merit rat
ing. Employer contributions may be reduced to 
.10 per cent of taxable pay roll or it may go up to a 
maximum of .75 per cent of the taxable pay roll. 
The employer tax is subject to merit rating combined 
with the condition of the reserve fund. A reserve of 
$50,000,000 transferred from the unemployment 
fund plus 1 per cent of taxable pay roll for the year 
is regarded as normal. If the reserves are below 
normal the employer contributions are raised. If the 
reserve is not more than the original $50,000,000 all 
employers regardless of experience must pay .75 per 
cent of taxable wages.

For administrative costs for the state plan, 6 per 
cent of the state plan contributions are set aside.

Benefits.
The benefits range from $9 to $22 per week for a 

maximum of 26 weeks and are the same as unem
ployment benefits. N o disability benefits are com
pensable if covered by workmen’s compensation, or 
if caused by pregnancy, or if incurred by self inflic
tion. If any sick pay is received from the employer, 
disability benefits are reduced so that the combined 
income will not exceed the claimant’s normal wage 
just prior to his disability.

Waiting Period.
The waiting period is 7 days for each period dis

ability.

Medical Certification.
Medical certification is required on all initial 

claims. A written notice of disability must be filed 
within ten days after the commencement of disabil
ity, by or on behalf of the claimant. Proof of dis-



ability must be furnished not later than thirty days 
after commencement of the disability, but failure to 
furnish it in time shall not invalidate the claim if it 
is shown not to have been reasonably possible to fur
nish it.

A dministration.
The executive director of the unemployment com

pensation commission supervises and controls the 
program. The State Treasurer is the custodian of 
the fund and is authorized to withdraw $50,000,000 
from the Unemployment Trust Fund. A separate 
account, known as the administration account, is 
maintained in the fund and to it are credited 6 per 
cent of the current contributions. The commission 
shall, at the end of each fiscal year, determine the 
total amount expended by it for added administrative 
cost directly attributable to the supervision and op
eration of private plans, and such proportionate share 
shall be prorated among the approved private plans 
in effect.

Written notice of claims under the state plan must 
be furnished to the commission within ten days of 
commencement of the disability. Proof of disability 
must be furnished not later than thirty days after 
such commencement of disability.

N e w  Y okk .
Type of Law.

Because the New York law has not yet gone into 
effect, a factual analysis of it is not so clearly dis
cernible as the other state laws. Although there are 
provisions for a “ state fund,”  a study of the law 
leads the Commission to the conclusion that to all 
intents it is a close approximation of an exclusively 
private fund. According to the Digest of the New 
York State Disability Law published by the New 
York Workmen’s Compensation Board the employer 
is required to provide disability benefits, by either



insuring with the State Insurance Fund “ on a pre
mium basis”  or with private carriers. It would seem 
to the Commission that insuring with the State Fund 
“ on a premium basis”  would mean that those insur
ing with it would be charged premiums in accordance 
with rates charged by private carriers. Since the 
employee contributes Y  per cent up to 30 cents per 
week and the employer contributes the balance of the 
cost, this would mean that those risks which the 
private carriers refused to take would have to be 
insured with the State Fund on a premium basis, 
that is, the worst risks would result in higher pre
mium costs to the employer. The attractive risks 
would undoubtedly go to private carriers. That this 
is so is explained by James K. Henry of the Life 
Insurance Association of Life Insurance Counsel at 
New York on December 13, 1949. “ Competition 
between the state insurance fund and private in
surance carriers both of whom are on a premium basis 
becomes quite different than competition between a tax 
supported state fund and insurance carriers operating 
on a premium basis. The competition has been 
placed upon a thoroughly equitable basis in New 
York with the state insurance fund subject to prac
tically all of the regulatory requirements imposed on 
insurance carriers, including a premium tax.”

That this “ State Fund”  is administered similarly 
to a private insurance is further evidenced by the 
fact that the administrative expenses for it are set 
at a limit of 25 per cent as contrasted to 5 per cent or 
6 per cent of the State Funds in the other states. 
This 25 per cent is probably the New York estimate 
of the administration costs of private carriers.

Further evidence of the fact that this “ State Fund” 
is administered like a private insurance fund is the 
imposition of an “ insurance corporation”  tax on this 
fund by New York. In other words, the state fund is 
treated and administered just like any insurance cor
poration.



An employer is required to provide disability in 
one of the following ways under the New York Law:

1. By insuring, on a premium basis, with a pri
vate insurance carrier or the State Fund.

2. By approved self-insurance.
3. By any bargaining agreement. In this re

spect it must be noted that such a bar
gaining agreement need not meet any of 
the required standards of benefits.

The administrative agency in New York, unlike 
other states, is the Workmen’s Compensation Board.

Coverage.

Coverage differs from that of unemployment in
surance. The law applies to all employing units who 
have employed four or more employees in each of at 
least thirty' days in any calendar year. Farm labor
ers, day students, casual employees, employees of 
non-profit organizations, and railroad and govern
ment employees are excluded.

Financing.

The program is financed by a .05 per cent employee 
contribution with a maximum of 30 cents weekly, 
and with any additional costs paid by the employer.

Benefits.

The benefits range from $10 weekly or the average 
weekly wage whichever is less to a $26 weekly with 
a maximum duration of 13 weeks in contrast to the 
26 weeks of the other states.

No pregnancy benefits are afforded and there can 
be no duplication of disability payments with Work
men’s Compensation. Any voluntary pay by the 
employer, however, has no effect in the disability 
benefits.

Waiting Period.

The waiting period is 7 days for each disability.



Medical Certification.
The claimant must be under the care of a physi

cian, authorized to render medical care under the 
New York Workmen’s Compensation Law. Proof 
of disability, including a physician’s statement, must 
be submitted not later than 20 days after commence
ment of disability.

Administration.

Because the law has not yet gone into effect there 
is insufficient information available in the adminis
trative set-up. The program is administered by the 
Workmen’s Compensation Board. Any claimant, 
after he has submitted proof of disability, may be re
quired by the employer, carrier, or Workmen’s Com
pensation Board to submit to examination by a 
designated physician.

All necessary administrative expenses attributable 
to private plans are assessed against the carriers.



U. S. DEPARTMENT OF LABOR 
B u r e a u  o f  E m p lo y m e n t  S e c u r i t y  

W a s h i n g t o n ,  D. C.
Comparison of Temporary Disability Insurance Laws, December 1, 191,9.

N e w  J e r s e y . N e w  Y o r k .
P r o v i s i o n . R h o d e  I s l a n d . C a l i f o r n i a . W a s h i n g t o n . R a i l r o a d .

E m ployed Unem ployed Em ployed Unem ployed
Workers. Workers. Workers. Workers.

Name of 
program

Type of law

Name of 
agency

M ethod of 
insuring

Cash Sickness U nem ploym ent
Com pensation Com pensation

D isability Bene
fits

State plan adm in
istered b y  em 
ploym ent security 
agency in co-ordi
nation with un
em ploym ent in
surance

D epartm ent of 
E m ploym ent Se
curity

All em ployers 
insurea w ith the 
State fund

Tem porary D is
ability Benefits, 
State plan — dis
ability during 
em ploym ent

Tem porary D is
ability Benefits — 
disability during 
unem ploym ent

State plan, with 
substitution of 
private plans per
m itted; adm inis
tered by  em ploy
m ent security 
agency in 
coordination with- 
unem ploym ent 
insurance

E m ploym ent
Stabilization
Commission

Em ployers in
sured with State 
fund unless and 
until agency ap
proval given to 
privato plan (in
sured or self- 
insured)

State plan, with substitution of pri
vate plans perm itted; administered 
b y  em ploym ent security agency in 
co-ordination with unem ploym ent 
insurance

D isability Bene- D isability Bene
f its — disability fits — disability
during em ploy- during unem-
m ent ploym ent

Private plans, with com petitive State 
fund, special State fund for unem
ployed workers, administered by  
State W orkm an’s Com pensation 
Board which also approves and super
vises private plans. System com 
pletely separate from  unem ploym ent 
insurance

D epartm ent of Labor and Industry W orkm en’s Com pensation Board

Em ployers insured with State fund 
unless and until agency approval 
given to private plan (insurea or self- 
insured)

Em ployers must 
arrange for bene
fit paym ents by  
purchasing a pol
icy  from  an in
surance com pany 
or from  the State 
insurance fund, 
or by  self-insur
ance

Special State 
fund established 
for paying bene
fits to  the unem
ployed

D isability C om 
pensation

State plan, with 
substitution o f 
private plans per
m itted ; adm inis
tered b y  em ploy
m ent security 
agency in co-ordi
nation with un
em ploym ent in
surance

E m ploym ent Se
curity D epart
m ent

Em ployers in
sured with State 
fund unless and 
until agency ap
proval given to 
private plan (in
sured or self-in
sured)

Railroad Unem
ploym ent Insur
ance Act, sick
ness and mater
n ity benefits

G overnm ent 
plan adm inis
tered b y  Rail
road Retirem ent 
Board in co- ordi
nation with 
unem ploym ent 
insurance

Railroad Retire
m ent Board

All employers in
sured with the 
Governm ent 
fund — Benefits 
paid out of rail
road unem ploy
m ent insurance 
account; no sep
arate fund for 
those benefits

HOUSE 
— 

N
o. 2575. 

[M
ay



Effective 
dates C on
tributions

Benefits

Coverage

Financing

June 1, 1942

April 1943

Same as for un
em ploym ent in
surance (4 or more 
workers m  20 
weeks) except 
that individual 
workers can elect 
out on religious 
grounds

1 per cent em 
ployee contribu
tion, form erly 
paid for unem 
ploym ent insur
ance purposes

May 21, 1946 June 1, 1948 (See also Financing, be
low)

July 1, 1960 for 
perm anent con
tributions. Jan
uary 1-Juno 30, 
1950, tem porary 
contributions to 
fund for disabled 
unem ployed

January 1, 1950

D ecem ber 1, 1946 January 1, 1949

Same as for un- Same as for unem ploym ent insurance 
em ploym ent in - (4 or m ore workers in 20 weeks) except
surance (1 worker that individual workers can elect out 
and $100 in a on  religious grounds
quarterly pay 
roll)

1 per cent em - 6-1-48 to 12-31-48 — 0.75 per cent em
ployee contribu - p loyee contribution, out of 1 per cent
tion, form erly em ployee contribution form erly paid
paid for unem - for unem ploym ent insurance; re-
ploym ent insur- maining 0.25 per cent for unem ploy-
ance purposes m ent insurance.

1-1-49 and after — Workers covered 
b y  State plan pay 0.75 per cent for 
tem porary disability insurance and 
0.25 per cent for unem ploym ent in
surance; workers covered b y  private 
plan pay 0.25 per cent for unem ploy
m ent insurance to  the State; they 
m ay pay up  to 0.75 per cent towards 
private plan premiums. State plan 
em ployers pay 0.25 per cent for tem 
porary disability insurance. A fter 
7—1—51, em ployer rate m odified b y  ex
perience rating

July 1, 1950 July 1, 1950

D iffers from unem ploym ent insur
ance. 4 or m ore workers in 30 days — 
U nem ploym ent Insurance, 15 days. 
Excludes m aritim e and State G ov 
ernm ent services now covered b y  
unem ploym ent insurance. In d iv id 
ual workers can elect out on religious 
grounds

0.5 per cent em
ployee contribu
tion , maxim um  
30 cents w eekly; 
em ployer to  pay 
any additional 
costs

30 days following 
approval o f law 
b y  electorate at 
1950 General 
Election, i.e., 
D ecem ber 7,1950. 
Contributions 
were to  begin 
July 1,1949; ben
efits, January 1, 
1950

January 1 to  June 
30, 1950, 0.1 per 
cent on em ploy
ees and em ploy
ers, maxim um  6 
cents each 
weekly. A d d i
tional am ounts 
needed in the fu 
ture will be as
sessed against 
carriers

No additional or 
separate contri
bution

Same as for un
em ploym ent in
surance (1 worker 
at any time) ex
cept that indi
vidual workers 
can elect out on 
religious grounds

1 per cent em
ployee contribu
tion

July 1, 1947

Itailroad workers 
covered b y  rail
road unem ploy- 
insurance

Em ployer con
tribution — no 
additional con
tribution for 
temporary dis
ability insurance

O*
Ox
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P r o v i s i o n .

Adminis
trative
financing

Adminis
trative costs 
of private 
plans

Definition 
of disability

R h o d e  I s l a n d . C a l i f o r n i a .
N e w  J e r s e y . N e w  Y o r k .

6 per cent o f con
tributions

N o private plans

Inability because 
of physical or 
m ental condition 
to  perform regu
lar or customary 
work

Em ployed
Workers.

U nem ployed
Workers.

Em ployed
Workers.

U nem ployed
Workers.

W a s h i n g t o n . R a i l r o a d .

5 per cent o f con
tributions

Costs attribu
table to  private 
plans assessed 
against plans in 
proportion to 
covered wages; 
lim it 0.02 per 
cent o f wages

Inability because 
o f physical or 
mental condition 
to  perform  regu
lar or custom ary 
work

6 per cent o f contributions

Costs attribu
table to  private 
plans assessed 
against plans in 
proportion to 
covered wages; 
lim it 0.02 per cent 
of wages

Total inability to 
perform  duties of 
the em ploym ent 
resulting from 
any accident or 
sickness not aris
ing out o f and in 
course of em ploy
ment, or, if so, 
not compensable 
under workm en’s 
compensation

Total disability 
to  perform any 
work for remu
neration result
ing from any ac
cident or sickness 
not com pensable 
under the work
m en's compensa
tion law

State insurance 
fund as a carrier, 
lim ited to 25 per 
cent o f contribu
tions

Necessary ex
pense attribu
table to private 
plans assessed 
against carriers; 
no lim it — not 
separated from 
administration 
o f benefits to  the 
unem ployed

Inability as a re
sult o f in jury or 
sickness not aris
ing out of and in 
the course o f an 
em ploym ent to 
perform  regular 
duties o f his em
ploym ent or of 
any other em 
ploym ent his em 
ployer offers him 
at his regular 
wages

N o lim it; neces
sary expense as
sessed against 
carriers includ
ing the State 
Fund in propor
tion to  covered 
wages

6 per cent o f con
tributions

Costs attributable 
to private plans 
assessed against 
plans in propor
tion to  covered 
wages; lim it 0.02 
per cent of wages

O ut of railroad 
unem ploym ent 
insurance ad
ministration 
fund — 0.2 per 
cent of taxable 
wages allowed for 
administration 
o f both programs

N o private plans

Inability as a re
sult of in jury or 
sickness not aris
ing out of and in 
the course o f an 
em ploym ent to 
perform duties of 
any em ploym ent 
for which he is 
reasonably quali
fied b y  training 
and experience

Inability because 
of physical or 
m ental condition 
due to  illness or 
in jury to  per
form regular or 
custom ary work

Inability to  work 
because o f phys
ical, mental, psy
chological or 
nervous injury, 
illness, sickness 
or disease

4S
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Paym ents 
for preg
nancy

Other ex
clusions

Benefit
form ula

Lim itation o f  15 
weeks benefits 
for a pregnancy, 
even in 2  con
secutive benefit 
years, except for 
unusual com pli
cations as a result 
of childbirth

Same as unem
ploym ent insur
ance

N o paym ents for 
any illness or in
jury  caused by  
or arising in con
nection with 
pregnancy, up to 
4 weeks after 
termination of 
the pregnancy

Same as unem
ploym ent insur
ance

N o paym ents for any period of dis
ability due to  pregnancy, childbirth, 
miscarriage or abortion

N o paym ents for any period of dis
ability caused b y  or arising in con
nection with a pregnancy, unless it 
occurs after return to covered em 
ploym ent for at least 2  consecutive 
weeks following termination o f preg
nancy

N o paym ents for any period of dis
ability due to  w ilfully and intention
ally self-inflicted in ju ry, or to  injuries 
sustained in the perpetration of a 
high m isdemeanor

Similar to  unem - Same as unem
ploym ent insur- ploym ent insur
ance ance

N o paym ents for 
any illness or in
jury  caused by  or 
arising in connec
tion with preg
nancy, up  to 4 
weeks after ter
m ination of the 
pregnancy

N o paym ents for any period of dis
ability occasioned by  wilful intention 
of em ployee to  bring about injury or 
illness to  himself or another, or to 
in jury or sickness sustained in per
petration o f an illegal act; or for dis
ability due to any act o f war occurring 
after June 30, 1950

Com pletely different from unem 
ploym ent insurance

Special mater
nity benefits for 
a period begin
ning 57 days be
fore expected 
date of child
birth, and end
ing 115 days 
later, or 31 days 
after child is 
born, whichever 
is later, but not 
more than 84 
days benefits be
fore childbirth. 
Benefits for first 
14 days in mater
nity period, and 
first 14 days after 
childbirth at I5 
times regular 
rate. Maternity 
benefits not de
ductible from 
regular duration. 
Disabilities due 
to  pregnancy not 
excluded from 
regular benefits

N o paym ents for 
any period of dis
ability due to 
wilfully and in
tentionally self- 
inflicted in jury, 
or to  disability 
occasioned while 
perpetrating a 
felony

Same as unem
ploym ent insur
ance

Same as unem 
ploym ent insur
ance

O i
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P r o v i s i o n .

Benefit
year

Base
period

Qualifying 
earnings 
or employ
ment

Ox
QO

R h o d e  I s l a n d . C a l i f o r n i a .
N e w  J e r s e y . N e w  Y o r k .

E m ployed
Workers.

U nem ployed
Workers.

Em ployed
Workers.

U nem ployed
Workers.

W a s h i n g t o n . R a i l r o a d .

U niform , begin
ning first Sunday 
in April

Calendar year 
preceding benefit 
year

$100 in 1 
period

Individual, be
ginning with valid 
claim. Valid 
claim for either 
tem porary dis
ability or unem
ploym ent insur
ance establishes 
benefit year for 
both

First 4 o f last 5 
calendar quar
ters preceding 
benefit year be
ginning in second 
or third m onth of 
quarter: first 4 of 
last 6 calendar 
quarters preced
ing benefit year 
beginning in first 
m onth o f quarter

30 x weekly bene
fit am ount or 
U  x high-quar- 
ter wages, which
ever is less, but 
not less than $300

N o benefit year, 
but statutory 
m inim um  and 
maxim um  bene
fits in any 12- 
m onth period on 
same basis as for 
unem ploym ent 
insurance

First 4 o f last 5 
calendar quar
ters preceding 
com m encem ent 
o f any period of 
disability

30 x weekly bene
fit am ount — 
same except for 
different base pe
riod

Individual, be
ginning with 
valid claim.
Valid claim for 
either disability 
during unem
ploym ent or un- 
ploym ent insur
ance establishes 
benefit year for 
both
First 4 o f last 5 
calendar quar
ters preceding 
benefit year

30 x weekly bene
fit am ount

N o benefit year; m aximum benefits 
lim ited in terms of any 52 consecutive 
weeks

Uniform  begin
ning with the first 
full calendar week 
in July

U niform , begin
ning July 1

N one as used in unem ploym ent in - Calendar year 
surance preceding benefit

year

Calendar year 
preceding benefit 
year

4 or m ore consec
utive weeks of 
covered em ploy
m ent (or 25 days 
regular part-tim e 
em ploym ent) 
prior to com 
mencem ent of 
disability

2 categories of
unem ployed
workers:

(1) earned $300 
in unem ploy
m ent insurance 
covered em ploy
m ent during un
em ploym ent in
surance uniform 
base period ;

$600 in base 
period

$150 in base 
period

a
o
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a
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Weekly
benefit
amount

Additional
benefits

Duration

$10-25, baaed on 
schedule of higk- 
quarter wages

5 +  to 26 weeks, 
$52-650, based on 
schedule o f an
nual wages. D u
ration separate 
from unem ploy
m ent insurance

$10-25, based on 
schedule o f high- 
quarter wages

Hospital benefits 
o f $ 8  a day for 12 
days in benefit 
year. N o waiting 
period for these 
benefits, or for 
regular benefits 
for hospitalized 
claim ant (effec
tive January 1, 
1950)

1 2 -f- to  26 weeks 
$150-650, com 
puted as lesser of 
26 x weekly bene
fit am ount or 5 
base period wages. 
D uration sepa
rate from unem
ploym ent insur
ance

$9-22 Same as 
unem ploym ent 
insurance except 
for different base 
period

$9-22 (1/22 of 
high-quarter 
wages rounded to 
next higher dol
lar)

10-26 weeks, $90- 
572, com puted as 
lesser o f 26 x 
w eekly benefit 
am ount or | base
?eriod wages, 

iimit applies to 
benefits in any 12 
consecutive 
m onth period. 
D uration sepa
rate from  unem
ploym ent insur
ance

(2 ) d id ’not earn 
unem ploym ent 
insurance qualif- 
fying wages — 
earned $13 in cov 
ered em ploym ent 
in each of 2 0  out 
o f the 30  weeks 
preceding last day 
worked in cov 
ered em ploym ent

$10-26 on basis o f one-half average $10-25, based on 
weekly wage in last 8  weeks in cov - schedule o f an- 
ored em ploym ent prior to  com m ence- nual earnings 
m ent o f disability. I f  average is less 
than $1 0 , weekly benefit is the aver
age wage.

10-26 weeks, $90- 
572, com puted as 
lesser of 26 x 
weekly benefit 
am ount or 5 base 
period wages. 
Duration under 
disability and 
unem ploym ent 
insurance limited 
to  150 per cent of 
duration for 
either program 
separately

13 weeks (uni
form ) in any 52 
consecutive 
weeks, or for any 
single period of 
disability, $130 
(or less if weekly 
benefit less than 
$10) —  338. D u 
ration separate 
from  unem ploy
m ent insurance

13 weeks during 
any period of dis
ability  —• $130 (or 
less if weekly ben
efit less than $1 0 ) 

—  338. B u t  no 
benefits payable 
beyond 26th week 
of unem ploym ent

Daily benefit 
amount of 
$ 1 .7 5 -5 , based on 
schedule o f an
nual wages. 
$1 7 .5 0 -5 0  for 2- 
week registration 
period after the 
waiting period

15-26 weeks, $150- 
600, based on 
schedule o f base 
period wages. 
D uration sepa
rate from  unem
ploym ent insur
ance

Uniform 130 
days — 26 weeks, 
$227.50-650. D u
ration separate 
from  unem ploy
m ent insurance

Cn
CO

1950.] 
HOUSE 

— 
N

o. 2575.



0 3o

P r o v i s i o n . R h o d e  I s l a n d . C a l i f o r n i a .
N e w  J e r s e y . N e w  Y o r k .

Em ployed
Workers.

U nem ployed
Workers.

E m ployed
Workers.

Benefit
form ula
(Con’t)
W aiting
period

7 consecutive 
days of disability 
in benefit year

7 consecutive 
days of disability 
at beginning of 
each uninter
rupted period of 
disability

7 consecutive days 
o f disability at 
beginning o f each 
period of disa
bility

7 consecutive days 
of disability or 1 
week of unem
ploym ent in bene
fit year

U nem ployed
Workers.

W a s h i n g t o n . R a i l r o a d .

7 consecutive days 
o f disability at 
beginning of each 
uninterrupted 
period o f disa
bility

I f unem ploy
m ent insurance 
claim ant, unem - 
m ent insurance 
waiting period; 
if not qualified 
for unem ploy
m ent insurance, 7 
consecutive days 
of disability at 
beginning o f each 
uninterrupted 
period of disa
bility

7 consecutive 
days o f disability 
at beginning of 
each period of 
disability; b u t  
when unem ploy
m ent im m edi
ately precedes a 
disability which 
lasts 7 days, and 
unem ploym ent 
insurance waiting 
period or benefit 
credit could have 
been given, but 
for his disability, 
that unem ploy
m ent can be 
credited towards 
the disability 
waiting period

7 days in first 14- 
day registration 
period in  a bene
fit year; benefits 
not paid for first 
4 days o f sickness 
in subsequent 14- 
day  registration 
periods

Wo
c;
tel

Uninter
rupted  
period of 
disability

T w o consecutive 
periods of disa
bility due to the 
same or related 
cause or condition 
and separated by  
not more than 14 
days

Successive periods of disability caused 
b y  the same or related in ju ry  or sick
ness, if separated b y  less than 3 
months

Successive peri
ods o f disability 
due to  the same 
or related causes 
and separated by  
not more than 3 
weeks

N
o. 
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Part weeks 
of disa
bility.

Benefit 
formula 
for private 
plans

N o provision. 
Benefit* paid 
only for com plete 
weeks o f disa
bility

Benefits paid for 
each day of disa
bility  in excess of 
7 in a spell, at 
rate o f y} of 
weekly am ount

N o provision for 
private plans

Benefit rights 
greater than 
under State plan 
— rights at least 
equal in all re
spects, and 
greater in at least 
one

Benefits paid for 
each day o f disa
bility in excess of 
7 in a spell at rate 
of Yi of weekly 
am ount; pay
ment for part 
week rounded to 
next higher dollar

W eekly benefits 
and weeks of 
benefits at least 
equal to  State 
plan and eligi
b ility  require
ments no more 
restrictive, except 
that private plans 
already in exist
ence m ay con
tinue throughout 
the period o f the 
present contract

Paym ent for part 
weeks o f disa
bility com bined 
with em ploym ent 
paid according to 
unem ploym ent 
insurance form ula 
for partial bene
fits, i.e., weekly 
am ount minus 
earnings with an 
allowance o f $3, 
rounded to next 
higher dollar

Benefits paid for 
each day of disa
bility in excess of 
7 in a spell; daily 
benefit to  be com 
puted on basis of 
normal num ber 
o f work days per 
week

Regulation to  be 
adopted

W eekly benefits 
and weeks of 
benefits at least 
equal to  statutory 
benefits, and eli
g ibility require
ments no more 
restrictive, except 
that private plana 
already in exist
ence m ay con
tinue throughout 
the period of the 
present contract, 
and m ay be ex
tended b y  collec
tive bargaining 
agreement with
out meeting statu
tory  conditions

Benefits paid for 
each day  of disa
bility  in excess of 
7 in a spell, at 
rate o f Y i of 
weekly am ount; 
paym ent for part 
week rounded to 
next higher dollar

Benefits paid for 
each day o f disa
bility  in excess of 
4 in a 14-day reg
istration period 
after the waiting 
period

Benefit rights at N o provision for 
least equal to  private plans
State plan
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N e w  J e r s e y . N e w  Y o r k .
P r o v i s i o n . R h o d e  I s l a n d . C a l i f o r n i a . -------------------------------------------------------------------------------------------------------------------------------------------------------------- W a s h i n g t o n . R a i l r o a d .

E m ployed  U nem ployed E m ployed U nem ployed
Workers. Workers. Workers. Workers.

Eligibility  
in addition  
to  wage 
qualification

Claimant neither 
em ployed nor 
registered at a 
public em ploy
m ent office for 
more than 3 
months preceding 
beginning of 
period of disa
bility must prove 
that his unem
ploym ent is duo 
to  disability and 
not to  a with
drawal from the 
labor m arket

In  covered em 
ploym ent or out 
o f covered em 
ploym ent for less 
than 2  weeks

Out of covered 
em ploym ent for 
2  weeks or more

In covered em 
ploym ent, or out 
of covered em 
ploym ent for not 
m ore than 4 
weeks

O ut of covered 
em ploym ent 
m ore than 4 
weeks. 2  cate
gories:

(1) With unem
ploym ent insur
ance qualifiying 
earnings — cur
rently claiming 
unem ploym ent 
insurance bene
fits, ineligible for 
unem ploym ent 
benefits for week 
solely because of 
disability; did no 
work for rem u
neration or profit 
on day disability 
began.

(2) Lacks un
em ploym ent in
surance qualify
ing wages — evi
denced continued 
attachm ent to  
labor market, was 
not working for 
remuneration or 
profit on day dis
ability began

Proved attach
m ent to the labor 
market in accord
ance with regula
tions, which m ay 
require 1 0  days 
w ork in 3 m onths 
preceding disa
b ility, or if un
em ployed during 
these 3 months, 
dem onstration of 
availability for 
work during 
m onth preceding 
disability b y  reg
istration with 
em ploym ent 
service, or b y  ac
tively seeking 
work on own be
half

HOUSE 
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D isquali
fication

Disqualify
ing income 
W orkmen’ s 
com pensa
tion

Fraud and mis
representation 
subject to 
penalties

Claim ant dis
qualified for 
unem ploym ent 
insurance because 
of a labor dispute 
is disqualified for 
disability bene
fits. Claim ant 
disqualified for 
unem ploym ent 
insurance for 
voluntary leav
ing, discharge for 
m isconduct, re
fusal of suitable 
work, or wilful 
misrepresenta
tion is presumed 
disqualified for 
disability bene
fits in absence of 
finding of disa
bility  and good 
cause for bene
fit payments. 
Claim ant dis
qualified for wil
ful false state
m ent on a disa
bility  claim

C laim ant dis- C laim ant die- N o benefits payable for any period C laim ant die- C laim ant dis
qualified for un- qualified for un- during which claim ant is or would be qualified for w il- qualified for
em ploym ent in - em ploym ent in- subject to suspension or disqualifica- ful false state- know ingly false
surance because surance is dis- tion under unem ploym ent insurance m ents or repre- or fraudulent
o f a labor dispute qualified for law sentation, or statements in
is disqualified for disability bene- w ithholding of claim ing benefits
disability bene- fits. N o benefits N o  benefits for material fact in
fits for disability be- any week o f disa- claim ing benefits

ginning more than bility  occurring
26 weeks after last m ore than 26
covered work weeks after last

covered work

If  receiving 
w orkm en’s com 
pensation, total 
o f w orkm en’s 
com pensation 
and disability 
benefits for a week 
cannot exceed 85 
per cent o f aver
age weekly wage 
on last jo b  prior 
to  sickness. N o 
deduction for 
lum p-sum  pay
ments

I f receiving or 
entitled to  receive 
w orkm en’s com 
pensation for 
same disability 
and week, not 
eligible for disa
bility  benefits 
unless w orkm en’s 
com pensation is 
less than disa
b ility ; in  that 
case, he draws 
the difference

N ot eligible for any period w ith re
spect to  which w orkm en’s com pensa
tion  (other than perm anent partial 
benefits for a prior disability) is paid 
or payable

N ot eligible for any period with re
spect to  which w orkm en’s com pensa
tion  (other than perm anent partial 
benefits for a prior disability) is paid 
or payable

N ot eligible for
Eeriod for which 

e has been 
awarded tem po
rary total disa
bility  benefits 
under a w ork
m en’s com pensa
tion  law

N ot eligible if re
ceiving work
m en’s compensa
tion. I f  receives 
it or damages for 
a disability for 
which he has re
ceived disability 
benefits, agency 
entitled to  re
cover benefits 
from such pay
ments
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N e w  J e r s e y . N e w  Y o r k .
P r o v i s i o n . K h o d e J s l a n d . C a l i f o r n i a .           ----------— ----------------------------   W a s h i n g t o n . R a i l r o a d .

iiimployed U nem ployed E m ployed  U nem ployed
Workers. Workers. Workers. Workers.

W ages Eligible even 
though receiving 
regular wages or 
part thereof 
while not w ork
ing

Primary 
OASI. or 
employer 
pension

Adm inis
trative
procedures
Claims

N ot eligible if re
ceives wages or 
part thereof, ex
cept that if wages 
are less than the 
weekly benefit 
am ount, draws 
the difference

Initial and con
tinued claims to 
central office by 
mail

N o paym ent for 
period during 
which performs 
work for remu
neration ; if he 
continues to  re
ceive wages while 
not working, 
benefits plus 
wages m ay not 
exceed regular 
weekly wages 
prior to  disability

Benefits reduced 
by am ount of 
other benefit

I f  remuneration 
minus S3 is less 
than weekly bene
fit, claim ant re
ceives the differ
ence rounded to 
the next higher 
dollar

Initial claims to 
central office by 
mail, continued 
claims to 16 area 
offices b y  mail

Initial and continued claims to central 
office by  mail

N o paym ent for ___
any day during 
which performed 
services for re
m uneration or 
profit. If receiv
ing remuneration 
or maintenance 
from  em ployer, or 
fund to  which em 
ployer con
tributed benefits 
reduced by  
am ount received; 
reduction does 
not apply to  vol
untary aid from 
em ployer

Benefits reduced b y  am ount of other 
benefit

Law provides for written notice of 
disability b y  or on behalf of claimant

■ to the em ployer to  Chairman of 
the W orkm en’s 
Compensation 
Board

N ot eligible if re
ceiving wages

Law provides for 
claims to be filed 
in accordance 
with regulations

Benefits reduced 
b y  am ount of 
other benefits, 
excluding em
ployer pension

Initial and con
tinued claims to 
9 regional offices 
b y  mail. A ll ma
ternity benefit 
claims to Chicago 
central office by 
mail

P

HOUSE 
— 

N
o. 

2575.



M edica l 
c e r t if ic a t io n  
o f  d is a b ility

R eq u ired
m edica l
e x a m in a tion

M edical certifica
tion requirod in 
connection with 
all initial claims, 
and continued 
claims on request

Agency uses panel 
of physicians to 
give examinations 
to  claimants d i
rected by  the 
agency to  report 
for such examina
tions, and pays 
the physicians a 
scheduled fee for 
each case

First claims m ust 
be signed b y  a li
censed physioian, 
surgeon, dentist, 
chiropodist, osteo
path, chiroprac
tor, by  a m edical 
officer o f the 
United States 
Governm ent, or 
by  authorized 
California re
ligious practi
tioner. Continued 
claims m ust have 
similar certifica
tion when re
quested

Agency uses panel 
o f physicians to 
give examinations 
to  claim ants di
rected b y  the 
agency to report 
for such examina
tions, and pays 
the physicians a 
scheduled fee for 
each case

Medical certification required on all 
initial claims, and on continued 
claims on request

When requested 
b y  Com m ission, 
claim ant must 
subm it himself at 
intervals not more 
often than once a 
week, for exami
nation b y  a legally 
licensed physician 
or public health 
nurse designated 
by  Commission

N ot specified

Claim ant must be under care of a 
physician authorized to  render m edi
cal care under the New Y ork  W ork
m en ’s Com pensation Law. Proof 
o f disability, including physician ’s 
statement, m ust be subm itted not 
later than 2 0  days after com m ence
m ent of disability. Subsequent certi
fications m ust be subm itted on re
quest

C laim ant m ust be 
under care of a 
legally licensed 
physician or sur
geon, or dentist 
acting within the 
scope of his prac
tice

Claim ant m ay be required b y  em 
ployer, carrier, or Chairm an of W ork
m en’s C om pensation Board to  sub
m it to  examinations by  designated 
physician, not m ore often than once 

a week

Claim ant m ay be 
required to sub
m it to  examina
tion b y  desig
nated physician

Applications 
must be signed 
b y  a  doctor of 
m edicine, an os
teopath, or a den
tist. Continued 
claims must have 
similar certifica
tion on request

Agency has 
designated 
physicians to 
give examina
tions to claim
ants directed by 
the agency to  re
port for such ex
aminations, and 
pays the physi
cians a scheduled 
fee for each case

O*Ox
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VI.

Experience of the Rhode Island and California Plans.

An outline of the experience with compulsory cash sick
ness programs is restricted in this report to Rhode Island 
and California. It must be noted that of all the present 
programs Rhode Island is the only state which has had 
any appreciable experience, having paid benefits since 
1943. California began to pay benefits in December, 
1946, and the Railroad Unemployment Act became ef
fective in July, 1947. Under the New Jersey Act, benefits 
first became payable in January, 1949, while in New York 
they will not become payable until July 1, 1950. The 
only substantial data with reference to experience with 
these different plans, and which can have much signifi
cance is that available for both Rhode Island and Cali
fornia.

A. R h o d e  I s l a n d .

The Rhode Island Act was passed May 10, 1942, and 
established an exclusive state fund administered by the 
unemployment insurance agency. The fund is based on 
employee contributions entirely, with a one per cent tax 
on wages up to $3,000 per year. The range of benefits 
started originally from a minimum of $6.75 to $18 a week 
and have been increased since then to a range of from $10 
to $25 a week, identical with the benefits of unemploy
ment insurance.

Contributions to finance the program were collected 
beginning June 1, 1942, although benefits did not become 
payable until April, 1943. The first benefit year began 
with a reserve of 1.6 million dollars and increased to ap
proximately 3.4 million dollars at the end of the calendar 
year 1943.

In the calendar years ending 1944 and 1945, however, 
disbursements exceeded receipts, resulting in operating 
deficits of $424,369 and $250,863, respectively. The fi-



nancial operations of the fund from July, 1942, through 
1948 are summarized in the following tables: —

T a b l e  I. —  Finances.

C a l e n d a r
Y e a r .

Net
Contributions.

Benefit
Paym ent.

Transferred Am ount 
to  in 

Administrative Trust Fund 
Account. at End o f Year

1912 . . §1,583,167 - - $1,583,167
1913 . 4,672,441 §2,857,168 $51,300 3,377,019
1944 . . 4,572,384 5,034,676 162,958 2,789,691
1945 . 4,668,796 4,668,796 137,313 2,401,515
1946 4,896,537 4,606,211 135,732 2,581,109
1947 . 6,985,271 4,291,896 218,151 19,897,703 1
1948 5,521,914 4,316,329 2 0 0 .0 0 0 2 34,983,2081

Total (1942-48) 32,900,510 - - -
Total (1943-48) . 31,317,343 25,775,076 905,454

1 $15,000,000 em ployee contributions transferred from  unem ploym ent com pensation to
cash sickness fund. Later, §13,650,000 transferred to  the cash sickness fund.

2 At the end of 1948 there was nearly $20,000 in the adm inistrative fund.

T a b l e  II. —  Expenses as Per Cent c f  Contribution S.

Benefit Adm inis A ll D is
Y e a r . Paym ent tration. bursements

1943 61.1 1.1 62.2
1944 . 1 1 0 . 1 3.6 113.7
1945 . 1 0 0 . 0 2.9 102.9
1946 94.1 2 . 8 96.9
1947 61.4 3.1 64.5
1948 . 78.2 3.6 81 8

Total 1942-48 . 78.3 2 . 8 81.1
Tota l 1943-48 . 82.3 2.9 85.2

Rhode Island Experience.

N u m b e r  o f  W o r k e r s —  B e n e f i t  P a y m e n t s .

Y e a r .
With Taxable

Wages.
With Taxable 

Earnings $1004-
Total

Weeks.
Total per 
E ligib le . 1

D ays per
Person.

1943 . . 402,000 366,000 179,193 .49 3 4

1944 . 369,000 336,000 307,929 .92 6.4

1945 . . 325,000 299,000 277,685 .93 6.5

1946 . 309,000 284,000 277,332 .98 6  9

1947 . . 331,000 308,000 256,499 .83 5 8

1948 . . 340,000 313,000 256,877 .82 5.7

1 N ot all persons w ho in the base year earn $100 are able to  take full advantage of their
rights. Those leaving the State rarely claim benefits. Those w ho enter the armed forces do 
not claim  benefits.



T a b l e  III. —  Rhode Island Cash Sickness Benefits Selected Statistics, First akd Second Benefit Years. 1943-191,5.
[Source: I’ hode Island U nem ployment Com pensation Board. “ Statistical Abstract, Cash Sickness Com pensation Benefit Yoar, 1944-1945.,r]

F ir s t  B e n e f it  Y e a r  
(A p r i l , 1943 to  A p r i l , 1944).

S e c o n d  B e n e f i t  Y e a r  
(A p r i l . 1944 to  A p r i l . 1945).

S i c k n e s s  B e n e f i t  E x p e r i e n c e . Total. Males. Females. T otal. Males. Females

Average eligible population 1 .................................................. 236,000 123,000 113.000 242.000 136,000 103.000
All disability insurance cases:

N um ber o f cases . . . . . . . .
Weeks com pensated, total . . . . . . .
Benefits paid, total . . . . . . . .
Average benefit paym ent . . . . . . .
Average duration in com pensable weeks per case 
Exhaustion ratio as per cont of all cases . . . .

32,624 
242.709 

$3,881,162 07 
$118 96 

7.4 
31.0

14,239 
101,40S 

51,744,742 78 
SI 22 53 

7.1 
19.9

18,385 
141,301 

$2,136,419 29 
$116 2 0

39.6

37.673 
303.468 

$5,066,069 75 
$134 47 

8 . 1  
32.5

17,029 
131.073 

$2,288,843 25 
$134 40

21  0

20,644 
172.395 

$2,777,226 50 
$134 52 

8.3 
42.1

D isability rates:
Claim s per 1 , 0 0 0  . . . . . . . .
Weeks per person . . . . . . . .
Days per person . . . .
Benefits per person . . . .

13.8
1 . 0 2
7.1

1 1 . 6  
.82 

5.7 
$14 18

16.3 
1.25 
8 . 8  

$18 91

15.6 
1.25 
8 . 8  

$20 93

12.5
9.6
6.7 

$16 83

2 0 . 0  
1.67 

11.7 
$26 96

Pregnancy cases:
Num ber of cases . . . . . . .
Weeks com pensated, total . . . . . . .
Benefits paid, total . . . . . . . .
Average benefit paym ent . . . . . . .
Average duration in com pensable weeks . . . .
Exhaustion ratio as per cent of all cases . . . .  
Pregnancy claims as per cent o f all claims 
Pregnancy weeks as per cent o f total weeks 
Pregnancy benefits as per cent of all benefits .

13.2
18.0
16.8

_

4,310 
43.712?* 

$652,380 90 
$151 36 

1 0 .1  
71.0
23.4 
30.9
30.5

13.4
16.6
17.2

:

5,038 
54.607 

$872,462 25 
$173 17 

1 0 . 8  
74.6
24.4 
29.2
31.4

1 Population able to  exercise its right, estimated.
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The operating deficits during the two years of 1944 and 
1945 were attributable to many factors. In the first 
place, the benefit payments were unusually high because 
of the high proportion of women and marginal workers 
during those war years wherein disability experience was 
higher than average. Private insurance companies writing 
temporary disability insurance found similar difficulty 
and resulting increases in benefit payments during those 
years.1

Furthermore, there were several features of the plan 
which imposed substantial burdens on it. Maternity 
benefits were unlimited, and a study of the available sta
tistics discloses that pregnancy benefits represented about 
16 per cent of the total load. Double payments of sick 
disability and workmen’s compensation constituted an
other 12 per cent of total payments.2 Had these features 
not been present in the Rhode Island plan, which were 
not part of the plans adopted by any other State, there 
would have been no operating deficits for those two years. 
For example, in the calendar year of 1944 the operating 
deficit was approximately 1460,000. In that same year 
pregnancy benefits alone amounted to about $855,000. 
At no time would the fund have experienced any oper
ating deficit if there had been no pregnancy benefits, no 
duplication of disability and workmen’s compensation 
benefits, and no duplication of private sick leave and 
disability benefits.

In order to rectify the situation the duplication of sick 
disability and workmen’s compensation benefits has been 
limited to 85 per cent of the average weekly wage, and 
the maximum benefit period for pregnancy was reduced 
to fifteen weeks. Finally, the contribution rate was 
raised from 1 per cent to 1.5 per cent for the single year 
July 1, 1946 to June 30, 1947, after which it was restored 
to the original 1 per cent.

As a result, the fund showed a surplus of more than

* ‘ ‘ S ick  P a y  Benefit leg isla tion .”  Report o f Interstate Conference of Em ploym ent Se
curity  Agencies, A ppendix F.

2 New Y ork  Interstate Conference on Sick D isability Benefits, D ecem ber, 1949.



$1,000,000 in the fiscal year 1946-47. And in the calendar 
year 1947 benefit payments were about 4.3 million dol
lars, while contributions were about $7,000,000. The 
fund would have had a surplus even if the tax had been 
fixed at 1 per cent for that year. The Rhode Island 
fund has had an operating surplus during the years 1948 
and 1949.

A great many charges have been levied against the 
Rhode Island system, and one which has received widest 
publicity is the charge of malingering. During the con
ference held by the Recess Commission in New York in 
December of 1949 with all the officials of those States 
which have present cash sickness laws there was unani
mous denial to the assertions that malingering is a serious 
problem. But the Recess Commission could not accept 
these official statements, in view of widespread newspaper 
accounts of malingering in Rhode Island, without further 
investigation.

One of the contentions has been that the peak benefit 
loads in Rhode Island occur in the early summer months. 
Since medical records usually show that prevalence of 
disability occurs in the winter months, the conclusion 
was drawn that the employees were taking summer vaca
tions and providing themselves with funds. The Rhode 
Island agency has demonstrated this reasoning to be 
fallacious. The summer peak load is due to the fact that 
the benefit year in Rhode Island starts on the first Sun
day in April. Any one experienced with unemployment 
compensation is aware that where there is a fixed benefit 
year the peak of the claim load occurs during the first few 
months of the new benefit year; for then not only are the 
normal claims filed, but also claims from persons who 
have exhausted their benefit credits in the preceding bene
fit year.

A study of the disposition of cases between April, 1945, 
and December, 1947, reveals some further facts. During 
that period about 752,000 continued claims were received, 
of which less than .2 per cent were denied. A total of 
62,993 medical examinations were scheduled for the entire



period. In 22.5 per cent of these cases the claimants failed 
to report and were thus disqualified. As a result of actual 
examinations, 13.2 per cent of the cases were denied, while 
in 58.2 per cent they were allowed. In the remaining 
cases of about 6 per cent the claim was either upheld 
pending laboratory report or referred to an appeal board.

Because of the rather high proportion of 22.5 per cent 
who failed to report, many newspaper accounts and critics 
publicly charged that extensive malingering prevailed. 
There are several reasons why this is not necessarily so. 
It must be noted that medical examinations are scheduled 
only in those cases where there is some doubt of the medi
cal validity of the claim. This would result in a high per
centage of rejections of these claimants who appeared. 
As for the 22.5 per cent who failed to report there are 
other explanations besides malingering. Many claimants 
do recover and return to work between the time of filing 
and when they are asked to report for examination.

In California, where the examinations are not given by 
agency physicians but by independent medical examiners 
in private offices, the figures reveal different experience. 
During the first seven months of the plan about 300 cases 
were ordered for examination in San Francisco. In only 
6 per cent of the cases did claimants fail to appear. There 
is no reason to conclude that Rhode Island residents are 
any more or less honest than California, and it is just as 
reasonable to conclude that the proportion of claimants 
who failed to report for physical examinations in Rhode 
Island, which was four times as high as California, was 
due to legal and procedural differences.

B. C a l i f o r n i a .

California has experienced a sound financial condition 
since the inception of its fund. In the year 1947 over 
$17,000,000 were paid out in benefits as compared with 
$51,000,000 received in contributions. From the period 
of May, 1946 to October, 1948, the contributions to the 
disability fund amounted to about $120,000,000, while 
benefits paid out amounted to $36,000,000. It must be



remembered that the two generous features of the Rhode 
Island law, namely, pregnancy benefits and duplication 
of payments with workmen’s compensation, were not 
present in California to subject the fund to these heavy 
loads.

Officials administering the California system reported 
to the Recess Commission that the medical profession of 
that State has been fully co-operative. The law requires 
certification to be made by private physicians stating facts 
within their knowledge, conclusions with respect to dis
ability, and opinions with respect to duration. The 
agency has used the device of unscheduled check visits 
to restrain potential abuses. About 10 per cent of claim
ants are thus spot checked. There has been no evidence 
of widespread abuse and malingering in California.

Under this law one feature not present in the New Jer
sey competitive system is that providing that the private 
plans must afford benefits at least equal to those provided 
by the state plan on every score, —  waiting period, rate, 
duration, —  and must exceed it in at least one feature. 
There has been no precise definition of this “ greater 
benefit aspect nor how much “ greater’ ’ it need be. It 
is thus possible to include applications of twenty-six 
weeks’ duration to each spell instead of to each benefit 
year; a waiting period shorter than one week; or pay
ments for partial weeks of disability at daily rates higher 
than one seventh the weekly rate.

Administrative costs under the law are limited to 5 per 
cent of the contributions. In 1947 the actual administra
tive cost was 3.5 per cent of the revenues. All expendi
tures during that year, including benefits paid out and 
administrative costs, amounted to 38 per cent of the total 
revenue, leaving 62 per cent to be added (o reserves and
administrative costs.

For 1948 the total revenues were $47,112,701, and total 
expenditures were $24,103,219, including $2,146,967 for 
administration. Administrative costs were thus 4.6 per 
cent for that year. The balance of $23,009,482, or 49 per 
cent of the total receipts, was added to reserve. The

))



large increase in percentage of benefit payments over 
1947 has been attributed to the increased public aware
ness of the program and the consequent, increase in rate 
of claims. (See Table I.)

A comparison of the condition of the state and volun
tary funds in California reveal some interesting facts. 
Both the state fund and the aggregate of voluntary plans 
show heavy excess of income over benefit expenditures. 
During 1948 state fund payments represented 46 cents 
out of every dollar contribution, or 50 cents if adminis
trative costs are included. (See Table I.)

In 1949, however, it was reported to the Recess Com
mission that the state fund was dispensing 65 cents out 
of every dollar in benefits. Since the beginning of the 
state fund there has been a surplus of about $70,000,000. 
The total reserve from contributions and interest earn
ings has been reported to be over $90,000,000, according 
of official estimates at the New York conference of De
cember, 1949.

Benefits paid under voluntary plans in 1947 amounted 
to about 31 per cent of taxable pay rolls covered by vol
untary plans according to estimate of the California De
partment of Employment. During 1948, however, the 
estimate was 57 cents out of every dollar of gross pre
mium.1

The interesting problem posed by these comparisons 
are: what happens to the large reserves retained by pri
vate carriers, and why does the State retain such large 
reserves which could be available for increased benefits. 
There is no evidence that private carriers hold these large 
reserves for future coverage. There is some evidence, 
however, that portions of these reserves are expended for 
the payment of substantial bonuses to select executives 
of these carriers. During the Interstate Conference on 
Non-Occupational Disability attended by the Recess 
Commission in December, 1949, at New York, some mem
bers of the Commission attempted to obtain some satis
factory answers to the question of why, in view of these

1 Bee "Btudiee in D isability Insurance” , p. 16.



large reserves in the state fund, the Legislature of Cali
fornia did not increase its benefits. No conclusive answer 
could be obtained, but the impression remained that out
side pressures are exerted on the Legislature to retain the 
present benefit scale. In fact, it was stated that at most 
of the public hearings in California the insurance repre
sentatives are constantly opposed to further increases of 
benefits, even with a substantial reserve in the fund. A 
recent modification of the law, however, has been enacted, 
in spite of these pressures, to provide hospital benefits of 
$8 a day for twelve days in the benefit year.

The fact that loss ratios over an eighteen-year period 
averaged 53.8 per cent, and that the yearly variation was 
small, indicates that very little of the reserves that are 
held out of premiums ever go back to workers in benefits. 
Under private plans, reserves do not represent an asset 
for the insured; they simply provide security to insurers 
from any miscalculations that may result in loss to them. 
In unemployment insurance, the large reserves that are 
accumulated have been used to increase benefits and to 
provide a cushion for years, in which the State pays 
more in benefits than it collects in premiums, as hap
pened in Massachusetts in 1949. In private insurance 
this could hardly ever happen, and every precaution is 
taken to see that it doesn’t, such as “ loading” premiums 
for hazardous occupations; refusing to renew poorer 
risks, boosting premiums when benefits paid exceed the 
predetermined estimate, and careful selectivity in ac
cepting individual risks. The worker may fail to bene
fit even where the loss experience is good, for the surplus, 
in group insurance, may be returned to the employer as 
dividends without reducing the premiums.



T a b l e  I. —  Disability Fund Transactions —  Net Revenues and Ex
penditures up to December 31, 1948.

[Source: State o f California, D epartment o f Em ploym ent. “ A  R ep ort of Activities for the 
Month o f Decem ber, 1948, to  H onorable Earl Warren, G overnor.” ]

I t e m .

January- 
D ecem ber, 

1948.

January- M ay 21, 1946, 
D ecem ber, through 

1947.1 D ecem ber, 1948.-'

Revenues:

Wage-earner contribu tions3 . $46,254,703 34 $51,512,180 88 $126,772,168J>0

Withdrawals from  U nem ploym ent Trust 
Fund.

Other revenues4 ........................................ 857,998 09 204,857 90

2 0 0 , 0 0 0  00  

1,063,257 27

T o t a l ............................................................ $47,112,701 43 $51,717,038 78 $128,035,425 77

Distributions of Revenues:

Reserve for adm inistration 5 $2,424,452 14 $2,604,163 24 $6,477,176 81

Reserve for benefit paym ents 44,732,251 34 49,092,642 82 121,582,035 29

Undistributed revenue6 — 44,002 05 20,232 72 —23,786 33

T o t a l ............................................................ $47,112,701 43 $51,717,038 78 $128,035,425 77

Expenditures:

Adm inistrative7 . . . . $2,146,966 8 6 $1,787,792 58 $4,163,016 48

Benefit paym ents8 . . . . 21,956,251 62 17,732,063 73 39,842,814 35

Total . . . . . . . $24,103,218 48 $19,519,856 31 $44,005,830 83

Expenditures related to  contributions, as 
per c e n t :

Adm inistrative . . . . . $4 64 $3 47 -

Benefit p a y m e n ts ........................................ 47 47 34 42 -

T o t a l ............................................................ $52 11 $37 89 -

Balances:

Reserve for adm inistration . - - $2,510,980 24

Reserve for benefit paym ents9 - - 81,542,401 03

U ndistributed reserve . . . . - - —23,786 33

T o t a l ............................................................ - - $84,029,594 94

1 Includes adjustm ents for prelim inary data reported in D ecem ber, 1947, table.
2 Wage-earner contributions to  the D isability Fund started M ay 21, 1946; benefit payments 

started D ecem ber 1, 1946.
8 N et after deducting worker refunds.
4 Consists o f unclaim ed contributions, interest on  investm ents and assessments for Volun

tary Plan Adm inistration.
8 L im ited to  5  por cent o f am ounts deposited in state treasury exclusive of transfers from 

U nem ploym ent Trust Fund and reim bursem ents of accrued interest and prem ium  on bonds, 
and assessments for Voluntary Plan Adm inistration.

8 Collections in process of clearance through bank account.
7 A ll expenses of adm inistering state and voluntary plans (including initial equipm ent 

purchases] for which claims were filed during period regardless o f date incurring expense. 
D oes not include obligations or expenses incurred for which claim s have not been filed.

8 N et figures. Cancellations and benefit refunds deducted.
9 D oes not include $102,968,115.85 principal and $1,508,041.07 interest in Unem ploym ent 

T rust F'und available for D isability insurance Payments. $196,819.91 retirement contribu
tions, actually an expenditure o f an adm inistrative nature, have been paid from  this reserve 
in accordance with the California G overnm ent Code.



C. A d v e r s e  S e l e c t i o n  op  R is k s .

There is sufficient evidence available from a study of 
the California experience to prove that the undesirable 
risks are going to the state fund, while the private plans 
are enjoying the better risks.

The problem of adverse selection of risks by the state 
fund as compared with private plans in California is 
worthy of considerable analysis, since the issue is raised 
as to whether an unfair burden is placed on the state 
fund, while the private plans in competition with it are 
enjoying more profitable risks.

Disability risks vary from one group of workers to 
another or from one industry to another. Higher in
cidence of risk has been experienced by women wage- 
earners, hazardous types of employment, and older em
ployees. Private carriers take these factors into account 
in fixing premium rates.

Sex is the clearest factor of variance of risks, and this 
higher incidence of risk, exclusive of pregnancy disabilities, 
is experienced by insurance companies; for example, it 
is pointed out in the New York “ Studies in Disability 
Insurance”  that one large carrier in figuring its premium 
charges under a plan which pays $10 per week up to 
thirteen weeks after a seven-day period is as follows: —

C o m p o s i t i o n  o f  G r o u p s . Rate.

Less than 11 per cent female . »  60
11 to ‘20 per cent female 63
31 to 40 per cent female 69
41 to 50 per cent female 72
51 to 60 per cent female 93
Over 90 per cent female . 1 02

Premiums are also higher for certain types of industry, 
such as mines and quarries, than for office workers.1 In 
some hazardous industries insurance companies have

■ “  Studies in D isability Insurance", cited, supra, p. SO.



found it necessary to load the premiums by adding cer
tain percentages to those premiums from about 15 per 
cent to as high as 40 per cent.
Industry Loadings applied to Group Accident and Health Insurance 

Policies by a Large Carrier.

I n d u s t r y .

Minimum
Percentage

Increase.

Breweries and wine m anufacturers............................................ 15
Distilleries of ethyl and methyl alcohol or alcoholic bev

erages ....................................................................................... 15
Felt hat f a c t o r i e s ...................................................................... 40
F u r r i e r s ....................................................................................... 15
H ot metal industries and smelting and refining (rates for 

foundries, when combined with other operations, will be 
quoted by the Home Office, only after receipt of a de
tailed occupational analysis) . 15

Lime, cement, gypsum (no q u a r r y in g ) ................................... 15
Liquor and wine w h o le s a le r s .................................................... 15
Marble and stone y a r d s ............................................................. 15
Mines (surface and underground and quarries) 40
R a i l r o a d s ....................................................................................... 25
R e f r a c t o r i e s ............................................................................... 15
T a n n e r ie s ............................................................................... ........ 15
Woodsmen and l o g g e r s ............................................................. 25

Age composition is also taken into account in fixing 
premiums. It has been asserted that age is not included 
as a factor in publishing premiums, but if a group is known 
to have a high proportion of older workers, its premium 
will usually be higher.

The experience with California’s competitive state fund 
system demonstrates that these variances of risk are given 
some attention by private carriers before being accepted. 
In 1947 women comprised 44 per cent of the state plan 
claimants, and 35 per cent of voluntary plan claimants. 
(See Table I.)

There was also marked discrepancy in the age brackets. 
(See Table II.) Claimants under the state plan on the 
average were seven years older than those under private 
plans in 1947.



An analysis of available data for the year 1948 indi
cated the same evidence of adverse selection of risks; 
for example, the distribution of disability claims by weekly 
benefit amount and potential benefits duration for July 
and August, 1948, showed definitely a larger proportion 
of claimants under voluntary plans are entitled to larger 
benefits by the state formula than state claimants, indi
cating that employees under private plans had a higher 
average earning in their base year. (See Table III.) It 
has become a well accepted fact that those employees in 
higher wage brackets are less subject to illness than lower 
paid workers who are recognized as poorer risks. The 
same table shows a larger proportion of claimants under 
voluntary plans would have been entitled to a maximum 
potential benefit duration, indicating that private plan 
claimants not only had higher average earnings but also 
more steady employment during their base year.

There is sufficient indication also from available data 
that a larger number of the more serious diseases are 
turned over to the state plan. An analysis of Table IV 
indicates clearly that the proportion of claims for minor 
ailments, like respiratory diseases or skin infections, are 
substantially higher under voluntary plans, whereas the 
more serious conditions, such as neoplasms, rheumatic 
fever and nervous diseases, are higher under the state plan.

Table V shows a detailed breakdown of a comparative 
analysis of terminated paid spells by age and sex during 
the year 1947. The comparative age distribution of 
claimants under state and private plans indicates a con
centration in the ages eighteen to fifty under private 
plans, while the state plan has a higher proportion of 
claimants in ages fifty and over. In the ages sixty-five 
and over the relative proportion of such claimants under 
voluntary plans is less than half of their proportion under 
the state program with respect to males, and less than one 
fourth with respect to females.

A still more recent source for data is a report of ter
minated claims by the California Department of Em



ployment made in December, 1949. Table VI reflects 
the period from October 1, 1948 to September 30, 1949. 
In terms of rate of claims, voluntary plans may have 
slightly more than state plans, but this may be due to 
the no-waiting period feature in some private plans, or 
where a waiting period less than seven days is required. 
But in terms of compensable days, private plans pay 
much less than the state plan. During the period covered 
by Table VI, private plans paid out for 3.1 million days 
as against 6.8 million days under the state plan. The 
most recent data, that for the last quarter of 1949, shows 
a contrast of 1,000,000 compensable days by private plans 
as against 1.8 million by state plans. With respect to 
benefit payment private plans may approximate their 
share as measured by coverage, but not in terms of con
tributions collected. Again it should be noted that vol
untary plans show a lower coverage of female risks. (See 
Table VII.)

Table V III reflects the larger average duration under 
state plan claimants in comparison to private plan claim
ants, and also the lower average payment per case under 
private plans, even though the weekly benefit rates for 
approved private plans are higher than state plan benefits. 
This higher rate reflects the more steady employment and 
higher pay rate of workers covered under private plans. 
This is indicative of selection of risks by private carriers, 
since steadily employed workers and higher wage earners 
are better risks.
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T a b i.e  I . -— Spells Compensated; State and Voluntary Plans; California Disability Insurance System, 19^7.

(Source: California D epartm ent o f E m ploym ent, D ivision o f Research and Statistics, Report 1021A. D oes not include 76 paid spells of disability for which sex was not
stated.]

Men.

S t a t e

Women.

P l a n .

Total.
Per Cent 
W omen. Men.

V o l u n t a r y

Women.

P l a n .

Total.
Per C ent 
Women.

Spells p a i d .................................................. 49,886 39,294 89,180 4 4 .1 25,700 10,298 35,998 3 5 .0

Weeks paid . . . . . . 443 ,819 300,208 804,027 4 4 .8 97,884 49j074 146,958 3 3 .4

A m ount p a i d ........................................ $8 ,568 ,210 $6 ,698,806 $15 ,267,016 - $2 ,818,187 $1 ,192,226 $4,010,413 -

Weeks per paid spell . . . . 8 .9 9 .2 9 .0 - 3 .8 4 .8 4 .1 -

Am ount paid per spell . . . . $ 1 7 1 .8 2 $ 1 7 0 .4 8 $ 1 7 1 .1 9 - $1 0 9 .6 6 $ 1 1 5 .7 7 $111.41 -

Benefits exhausted 12,241 10,225 22,466 - 808 1,018 1,826 -

Per cent exhausted 2 4 .5 26 0 2 5 .2 3.1 9 .9 5 .1

gPS
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T a b l e  II. —  Age of Beneficiaries under State and Voluntary Plans, 
California Disability Insurance System, 1947.

[Source. California D epartm ent o f Em ploym ent, D ivision o f Research and Statistics, R eport
1200A, N o. 1.)

State Plan. Voluntary Plan.

Men:

M edian a g e ........................................................................................  4 8  3 4 1  6

Range, m iddle 50 per c e n t ..................................................  36.2-59.1 31.5-52.9

Women:

Median a g e ........................................................................................  41  0 3 4  j

Range, m iddle 50 per c e n t   31.4-51.0 25 8-43 5



T a b l e  III. —  Percentage Distribution of Disability Insurance Claims by Weekly Benefit Amount and Potential Benefit Duration for  
July and August, 19^8, under the State and Voluntary Plans on the Basis of the State Benefit Formula.
[Source: State o f  California, D epartm ent o f  E m ploym ent, R ep ort 1059, N o. 1, A ugust 23,1948, and N o. 2, Septem ber 24,1948, T able  C.)______________ __

to

W e e k l y  B e n e f i t  A m o u n t .

$ 1 0  , 
11 . 
12 .
13 .

14 .
15 .
16 .
17 .

18 .
19 .
20 . 

21 .
22  .
23 .
24 .
25 .

C l a i m s  f i l e d  u n d e r  -
C l a i m s  f i l e d  u n d e r  -

STATE PLAN . VO LU N TA R Y P L A N .1

PotentialJuly.August. July. August.

1 . 1 1 . 2 0.4 0.4 U nder 11.0
. 6 .6 .1 .2 11.0-119
. 8 . 6 .1 .1 12.3-12.9
.9 1 . 0 .1 .1

.9 . 8 . 2 .3 13.0-13.9
1 . 0 1 . 0 .1 .4 14.0-14.9

. 1.4 1.4 . 6 .3 15.0-15.9
1.3 1.4 .3 .4 16.0-16.9

1.3 1 . 6 .5 .5 17.0-17.9
1.9 2 . 0 .5 .7 18.0-18.9
5.5 4.4 2 . 1 1.9 19.0-19.9
5.8 5.7 1.9 2.4 20.0-20.9

5.5 5.9 2 . 8 3.6 21.0-21.9
5.9 6.5 3.1 4.4 22.0-22.9
5.3 5.8 5.1 4.1 23.0-23.9

. 60.8 60.1 82.1 80.2 24.0-24.9

STATE PLAN . VO LU N TARY PLA N -1

July . August. July . August.

25.0-25.9
26.0

_2 3 0.0
0 . 0 —2 8

1 —2 3

.6 .9
1 . 2 1.5
2.5 2 . 2
2.7 2.5

2.5 2.7
2.5 2.9
2 . 0 2.3
2 . 0 2.3

2.3 2.3
2 . 2 1.9
1.9 2 . 2
1.9 2 . 2
1 . 6 1.9

74.0 72.2

0 . 0 0 . 0
. 0 .1
_2f 3 — !

.2 . 2

.5 .6
1 . 0 1 . 2
1.5 1 . 0

.7 .9

.9 1 . 1

.8 .9

.7 1 . 0

.9 1 . 0
1 . 1 .7
1.4 1. 1

.8 .7

. 8 .8
88.7 88.7

they are not those

which the claim ants m ay  be granted under the voluntary plan.
2 Less than 0.05 per cent. ,
8 A n  undeterm ined b u t very  sm all num ber o f claim s m ay have been back dated, som e of them  far enough so as to  bring them under the 1947 benefit form ula, t ms 6* 

presence o f  a few claim s within potential durations less than 12.3 weeks m inim um  under 1948 form ula.
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T a b l e  IV. —  Comparative Analysis o f Terminated Paid Spells of Disability under the California State and Voluntary Plans by Nature
o f  Disability and Sex Claims terminated during 1947.

[Source: State o f  California, D epartm ent o f E m ploym ent, R eport 1023A, T a b le  A , B , C  and D , Ju ly  19, 1948.]

M a l e . F e m a l e .

N a t u r e  o f  n u m b e r  o f  p e r c e n t a g e  o f  n u m b e r  o f  p e r c e n t a g e  o f  F e m a l e  C l a i m a n t s
D i s a b i l i t y , D i s e a s e  t e r m i n a t e d  t e r m i n a t e d  Index: t e r m i n a t e d  t e r m i n a t e d  Index: a s  P e r  C e n t

o r  o t h e r . c l a i m s . c l a i m s . State c l a i m s . c l a i m s . State o f  M a l e .
-------------------------------------------------------------------------------  C laim s   Claims ---------- ---------------------------

State. Voluntary. State. Voluntary. 1 0 0 . State. Voluntary. State. Voluntary. 1 0 0 . State. Voluntary.

A ll causes . . . . 49,866 25,700 1 0 0 . 0 1 0 0 . 0 52 39,294 10,298 1 0 0 . 0 1 0 0 . 0 26 78.8 40.1

Infectious and parasitic 3,336 1,009 6.7 3.9 30 1,326 241 3.4 2.3 18 39.7 23.9
Neoplasms . . . . 1,936 538 3.9 2 . 1 28 3,673 571 9.3 5.5 16 189.7 106.1
Rheum atic fever, other gen

eral ........................................ 789 263 1 . 6 1 . 0 33 1,228 188 3.1 1 . 8 15 155.6 71.5
B lood and b lood-form ing 

organs . . . . 264 93 .5 .4 35 900 153 2. 3 1 5 17 340.9 164.5
C hronic poisoning and in

toxication . . . . 634 19 1. 3 .1 3 44 2 .1 _ i 5 6. 9 10.5
N ervous system 4,957 1,591 9.9 6 . 2 32 3,779 613 9.6 6 . 0 16 76.2 38.5
Circulatory system 7,736 2,490 15.5 9.7 32 4,032 558 10.3 5.4 14 52.1 22.4
Respiratory system 5,208 6,505 10.4 25.3 125 3,761 2,271 9.6 2 2 . 1 60 72.2 34.9
D igestive system 9,023 4,651 18.1 18.1 51 4,865 1,293 12.4 1 2 . 6 27 53.9 27.8
G enito-urinary system 2,193 1,207 4.4 4.7 55 6,559 1,624 16.7 15.8 25 299 1 134.5
S k i n ........................................ 1,105 933 2 . 2 3.6 84 823 231 2 . 1 2 . 2 28 74.5 24.8
Bones and organs o f  m ove

m ent . . . . . 3,888 1,515 7.8 • 5.9 39 2,726 403 6.9 3.9 15 70.1 26.6
Congenital m alform ation 8 8 23 .2 .1 26 67 12 .2 .1 18 76.1 52.2
Other and ill-defined diseases 1,024 827 2 . 1 3.2 81 1,091 385 2 . 8 3.7 35 106.5 46.6
Injuries and poisoning 7,683 4,032 15 4 15.7 52 3.954 871 1 0 . 1 8.5 2 2 51.5 2 1 . 6
Other conditions w ithout 

sickness . . . . 2 4 -  i _ i 2 0 0 729 7. 1
Deliveries and com plications 

o f  pregnancy, childbirth, 
etc .............................................. 466 153 1 . 2 1.5 33

1 Less than 0.005 per cent.

1950.] 
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T a b l e  V. —  Comparative Analysis of Terminated Paid Spells of Disability under California State and Voluntary Plans by Age and
Sex —  Claims terminated during 1947.

[Source: State o f California, D epartm ent o f  E m ploym ent, report 1023A, T a b le  A , B , C  and D , July 19, 1948.]

A g e .
I

M a l e F e m a l e .

..... . . . . ■

F k  m a l i :  C l a i m a n t s  
a s  P e r  C e n t  

o f  M a l e .

NU M BER OF 
TERM IN ATED 

CLAIMS.

PERCENTAGE OF 
TERM INATED 

CLAIMS.
In dex : 
State 

Claims 
100.

NU M BER OF 
TERM INATED 

CLAIMS.

PERCENTAGE OF 
TERM INATED 

CLAIMS.
Index:
State

State. Voluntary. State. Voluntary. State. Voluntary State. Voluntary.
Claims

100. State. Voluntary

A ll a g e s 49 ,866 25,700 1 0 0 .0 1 0 0 .0 52 39,294 10,298 1 0 0 .0 1 0 0 .0 26 7 8 .8  4 0 .1

0-17 . 101 47 .2 2 47 59 18 .2 2 31 5 8 .4  3 8 .3
18-19 454 308 .9 1 .2 68 568 312 1 .4 3 .0 55 125 .1  1 0 1 .3
20-24 . 2,525 1,816 5 .1 7 .1 72 3,276 1,798 8 .3 1 7 .5 55 1 2 9 .7  9 9 .0
25-29 3,588 2,892 7 ,2 1 1 .3 81 3,917 1,625 1 0 .0 1 5 .8 41 1 0 9 .2  5 6 .2
30-34 . 3,953 3,228 7 .9 1 2 .6 82 4 ,465 1,463 11 .4 1 4 .2 33 1 1 3 .0  4 5 .3
35-39 4,497 3,198 9 .0 1 2 .4 71 5,270 1,463 1 3 .4 1 4 .2 28 117 .2  4 5 .7
40-44 5,101 3,112 1 0 .2 12 .1 61 5,161 1,251 13 .1 12 .1 24 1 0 1 .2  4 0 .2
45-49 5,143 2,817 1 0 .3 11.0 55 4,773 968 12 .1 9 .4 20 9 2 .8  3 4 .4
50-54 5,554 2,513 111 9 .8 45 3,917 621 1 0 .0 6 .0 16 7 0 .5  2 4 .7
55-59 5,933 2,303 1 1 .9 9 .0 2 39 3,112 384 7 .9 3 .7 12 5 2 .5  1 6 .7
60-64 5,629 1,839 1 1 .3 7 .2 33 2,213 240 5 .6 2 .3 11 3 9 .3  13.1
65 and over . 5,953 1,443 1 1 .9 5 .6 24 1,442 84 3 .7 .8 6 2 4 .2  5 .8
Unknown 1,435 184 2 .9 . 7 13 1,121 71 2 .9 .7 6 78 .1  3 8 .6
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I a b l e  \ I. Relative Apportionment of Claims, Compensable Days and Benefit Disbursements between the State Plan and Stale
Approved Voluntary Plans.

T o t a l .

S t a t e  P l a n .

TOTAL. NO N -EXTEN D K D . EXTEN DED.

VOLUNTARY PLAN S.

I t e m  a n d  D a t e . N um ber.
Per

Cent. N um ber.
Per

Cent. N um ber.
Per

Cent. N um ber.
Per

Cent. Number.
Per

Cent.

Claims terminating Oct. 1, 1948 to Sept. 30, 1949: 
Both s e x e s ........................................ 174,794 1 0 0 .0 96,040 54.9 70,790 40.5 25,250 14.4 78,754 45.1

Male . . . . 103,495 1 0 0 .0 52,050 50.3 37,807 36.5 14,243 13.8 51,445 49.7
lem a le  . . . . . . . 71,299 1 0 0 .0 43,990 61.7 32,983 46.3 11,007 15.4 27,309 38 3
Females per 100 males . . 68.9 - 84.5 - 87.2 _ 77.3

Days com pensated:
Both sexes . . . . 10,036,033 1 0 0 .0 G,846,945 68.2 4,892,843 48.7 1,954,102 19.5 3,189,088 31.8

Male . . . . 1 0 0 .0 3,667,017 64.7 2,558,250 45.1 1,108,767 19.6 2,004,110 35.3
F e m a le .................................................. 1 0 0 .0 3,179,928 72.9 2,334,593 53.5 845,335 19.4 1,184,978 27.1
Females as per cent of males - 77.0 - 86.7 _ 91.3 _ 76.2

Benefits disbursed (in dollars):
Both sexes . . . . . . 34,851,600 1 0 0 .0 22,209,010 63.7 15,985,288 45.9 6,223,722 17.8 12,642,590 36.3

M a l e ................................................. . 20,695,577 10 0 .0 12,392,597 59.9 8,722,644 42.2 3,669,953 17.7 8,302,980 40.1
F e m a le ..................................................................... 14,156,023 1 0 0 .0 9,816,413 69.3 7,262,644 51.3 2,553,769 18.0 4,339,610 30.7
Females as per cent o f males 68.4 “ 79.2 - 83.3 - 09.6 52.2

1950.] 
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00a>
T a b le  N i l .— Relative Apportionment of Claims, Compensable Days and Benefit Disbursements between the State Plan and State

Approved Voluntary Plans in California —  Last Quarter, 1949.

T o t a l . —

T O T A L .

S t a t e  P l a n .  

N O N -E X T E N D E D . E X T E N D E D ,

V o l u n t a r y  P l a n s .

I t e m  a n d  D a t e . N um ber.
Per

Cent. N um ber.
Per

Cent. N um ber.
Per

Cent. N um ber.
Per

Cent. N um ber.
Per

Cent.

Claim s terminating Oct. 1, 1949 to D ec. 31, 1949:
Both sexes . . . . . . . 47,509 100.0 24,655 51.9 17,347 36.5 7,308 15.4 22,854 48.1

Male . . . . . . . 27,720 100.0 12,977 46.8 8,745 31.5 4,232 15.3 14,743 5 3 .2
Female . 19,789 100.0 11,678 59.0 8,602 43.5 3,076 15.5 8,111 41.0
Females per 100 males . . . . 71.4 - 90.0 _ 98.4 _ 72.7 5 5 .0

D ays com pensated:
Both sexes . . . . . . 2,781,670 100.0 1,793,656 64.5 1,203,958 43.3 589,698 21.2 988,014 35.5

Male . . . . . . . 1,551,238 100.0 938,947 60.5 595,890 38.4 343,057 22.1 612,291 3 9 .5
Fem ale . . . . . . . 1,230,432 100.0 854,709 69.5 608,068 49.4 246,641 20.0 375,723 3 0 .5

Females as per cent o f males - 79.3 _ 91.0 _ 102.0 _ 71.9 - 61.4
Benefits disbursed (in dollars):

B oth sexes . . . 9,898,412 100.0 5,845,819 59.1 3,946,025 39.9 1,899,794 19.2 4,052,593 40.9
Male 5,820,725 100.0 3,186,097 54.7 2,038,966 35.0 1,147,131 19.7 2,634,628 45.3
Female . . . . 100.0 2,659,722 65.2 1,907,059 46.8 752,663 18.5 1,417,965 34.8
Females as per cent of males “ 70.1 ~ 83.5 ~ 93.5 - 65.6 - 53.8

t
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Average Number o f Weeks compensated per Claim, Average Amount paid per Claim,, and Average Amount paid per Week, by Type of 
Plan, Liability Status, Sex, and Closed Status, reported during Third Quarter, 1949.

[C opy o f Table 10, attached to "  D isability  Insurance — State and Voluntary Plans; Term inated Claim s reported during T h ird  Quarter, 1949,”  Report 1031 N o. 5 State of
California, D epartm ent o f E m ploym ent, Research and Statistics, D ecem ber 19, 1949.]

S t a t e  P l a n . V o l u n t a r y  P l a n s .

A L L  C L A IM S . 1 N O N -E X T E N D E D  L I A B I L I T Y .2 E X T E N D E D  L I A B I L I T Y .8 A L L  C L A IM S . 1

I t e m .
(1)

Total.
(2 )

Men.
(3)

Women.
(4)

Total.
(5)

Average num ber o f weeks com pensated per claim 10.6
Average am ount paid per claim  . $241.10
Average am ount paid per week $22.77

1. Claim s exhausting benefits:
Average num ber o f weeks com pensated per

c l a i m .............................................................................. 21.1
Average am ount paid per claim . $477.89
Average am ount paid per week $22.66

2. Claim s not axhausting benefits:
Average num ber o f  weeks compensated per 

claim 7 . 3
Average am ount paid per claim $166.77
Average am ount paid per week $22.88

1 0 .6  1 0 .6  
$251.29 $228.89

$23.70 $21 66

2 1 .6
$508.38

$23.51

$163.61
$23.91

20.4
$435.72
$21.41

7.8
$170.40

$21.84

Men.
(6 )

10.3
$236.69

$22.89

W omen. T otal
(7) (8)

Men.
(9)

W omen.
(10)

Total.
(11)

Men.
(12)

1 0 .2
$243.81
$23.90

22.6 23.1
$514.76 $548.56

$22.82 $23.74

7.1 6.5
$162.94 $157.39
$22.95 $24.05

10.5
$228.76

$21.80

21.9
$472.56
$21.60

7.7
$168.94
$21.95

11.2
$251.36

$22.52

18.8
$419.37

$22.35

7.8
$176.92
$22.70

11.4 10.8
$266.86 $229.26
$23.34 $21.28

19.5 17.5
$451.27 $367.34
$23.12 $20.95

7.6
$178.54
$23.61

$174.75
$21.56

6.5 
$182.94 
$28 20

4.9
$141.57
828.74

Women.
(13)

6.2
$181.92

$29.53

7.1
$184.91

$25.99

22.3 25.2 18.8
$603.45 $705.52 $474.34
$27.01 $28.02 $25.29

4.6
$138.80
$30.21

5.6
$147.12
$26.30

1 Disallowances, adjustm ents and periods o f disability w hich extended into a new benefit year have been excluded.
. . 2 ^  non-extended liab ility ”  claim  is a state plan claim  filed b y  a claim ant w ho is engaged in covered em ploym ent at the tim e o f the onset o f  his disability. T h e defi

nition o f covered em ploym ent and its inclusions and exclusions are contained in sections 6.5, 6.6 and 7 o f the California U nem ploym ent Insurance Act.
♦ *if ^ ten d ed  lia b ility ”  claim is one filed b y  a claim ant w ho is not engaged in w ork covered b y  the California U nem ploym ent Insurance Act, or w ho is unem ployed

at the tim e o f  the onset o f  his disability. In  those cases where the claim ant ceased working b y  reason o f a ‘ ‘ tem porary la y o ff”  or ‘ ‘ leave o f absence,”  at least fifteen davs rv->
m ust have elapsed between the last w orking day  and the start o f the disability ^

1950.] 
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VII.

Administrative Cost.

One of the major advantages of a state fund plan is 
that a larger percentage of the premium dollar is avail
able for worker benefits than is possible under private 
plans. This happens because of the pronouncedly lower 
administrative costs of the state fund: the bill proposed 
by the majority limits administrative costs to 6 per cent 
of contributions; a private plan requires approximately 
20 per cent of premiums for administration.

The majority of the Commission has found ample evi
dence to support the conclusion that a state plan can be 
administered approximately four times as inexpensively 
as a private plan. The majority has not been able to find 
statistics that indicate precisely the administrative costs 
of cash sickness indemnity alone; the generally available 
information on costs of health and accident package plans 
does not segregate costs according to types of risk.1 
Therefore we have had to use expense ratios for all types 
of health and accident plans, in which we were able to 
separate group coverage from individual policies.

The most exhaustive study of this problem has been 
made by Professor Ralph H. Blanchard, Professor of In
surance in the School of Business, Columbia University, 
in 1945 and 1946 as consultant to the Social Security 
Board. In this study, the insurance industry co-operated 
through their principal health and accident organizations: 
the Bureau of Personal Accident and Health Underwriters, 
the Health and Accident Underwriters Conference, the 
International Federation of Commercial Travelers Insur
ance Organizations, and the National Negro Insurance 
Association. The survey covered 60 per cent of the car
riers doing more than 90 per cent of the business in 1942.

Professor Blanchard’s study, besides showing the high 
loss and expense ratios of private carriers, also indicated 
clearly that competition in the health and accident field

1 N ote about llanhau8 at New York.



apparently has little relationship to efficiency of opera
tions.

In analyzing the loss ratio (ratio of incurred lasses to 
earned premiums, less dividends or other refunds to policy
holders), the over-all ratio for the 215 companies for the 
five-year period 1938-42 was 55 per cent. In group health 
and accident policies the ratio was 75 per cent,1 which 
means that 25 per cent of earned premiums, representing 
payments for worker coverage, never came back in 
benefits.

The same picture is seen if we look at expense ratios; 
157 carriers furnished figures from which the ratios of 
incurred expenses (less expenses for taxes, licenses and 
fees) to written premiums (less dividends or other refunds 
to policyholders) could be calculated. The over-all ratio 
for these 157 carriers for the five-year period 1938-1942 
was 36 per cent. In group insurance, the figure was 19 
per cent.2

One of the largest items of expense to private carriers, 
and one that would not exist at all under a state plan is 
the acquisition expense (including advertising, office ex
penses, etc., as well as commissions); 142 companies fur
nished figures from which the ratio of incurred acquisi
tion expenses to written premiums and to total incurred 
expenses could be calculated. These ratios, for all classes 
of health and accident business combined, for the five- 
year period 1938-42, were as follows: ratio of incurred 
acquisition expenses to written premiums, 23 per cent; 
ratio of incurred acquisition expenses to total incurred 
expenses, 62 per cent. In group policies, the acquisition 
expenses amounted to 50 per cent of total expenses.3

In analyzing these figures, we have specified particu
larly the statistics concerning group insurance, since they 
are most comparable to the type of coverage envisioned 
in the proposed plan. However, it must be kept in mind 
that significant adjustments must be made in transplant-

1 B. Table 1, vol. 2, p. 9.
- B. T able  1. vol. 2. p. 5.
1 B. Table 1, vol. 2, p 8.



ing even group figures into a plan that covers groups of 
less than 25. It is clear that expenses of private carriers 
would rise if they had to cover all workers. It would be 
impossible for private insurers to attain returns under a 
compulsory state plan similar in size to the returns under 
present group plans. Group insurance is able to make 
higher returns than are possible under individual policies, 
because it is comparable to “ wholesale” business. Ex
tending group insurance to firms employing one or more, 
as compared with the prevailing limitation to 25, would 
have no economic significance. It must be remembered 
that from 25 to 35 per cent of the workers now cov
ered by our unemployment law are employed by firms 
employing less than 25. The only reason that group in
surance can make larger returns today is because it in
sures only larger units. For example, the 1946 study by 
the State Advisory Council1 stated

. . .  it is noted that the highest percentage of workers receiving 
sickness compensation (82.0 per cent) occur in establishments employ
ing 500-999 workers. The lowest percentage of coverage (38.8 per 
cent) is found in establishments employing ten to nineteen. With in
creasing size of establishment above the point of employment of 
twenty workers, there is a steady increase in the percentage of workers 
receiving sickness compensation.

Further evidence is available from the study of the 
New Jersey Chamber of Commerce,2 which showed that 
801 employers who reported that they had a plan had an 
average of 520 employees per employer.

The extensive study of the New Fork Department of 
Labor illustrates this fact tabularly. The table 3 shows 
the practical complement of administrative cost the 
proportion of premiums paid as benefits to workers. This 
proportion increases almost regularly with increasing size 
of the establishment as reflected in annual premiums paid.

' Report on Sickness Benefits (supra), p. 24. 
2 Fourth Interim report, New Jersey, 
s Table appended.



T a b le  1 .— Loss Ratios under Weekly Indemnity Plans by Size of 
Insured Group, Group Accident and Health Insurance Policies of a 
Large Carrier, Policy Years ending in 1947.

[Source: Studios in D isability Insurance, III. Basic T yp es of State D isability Insurance
System s” , State of New Y ork , Departm ent of Labor, D ivision o f Research and Statistics. 
Table V II , p. 50.]

Ratio o f Claims
_  Paym ents to

A n n u a l  P r e m iu m . Premiums.

Less than $500 .................................................. 42%
$500 to $750 ............................................................ .................................................. 53
750 to 1,000 ............................................................ ..................................................53

1,000 to 1,500 ............................................................ ..................................................55
1,500 to 2,000 ............................................................ ..................................................58
2,000 to 3,000 ............................................................ ..................................................60

3,000 to 4,000 ............................................................ ..................................................65
4,000 to 5,000 ............................................................ ..................................................63
5,000 to 6,000 ............................................................ ..................................................62
6,000 to 7,000 ............................................................ .................................................. 66
7,000 to 8,000 ............................................................ ..................................................67

8,000 to 9,000 . . . 67
9,000 to 10,000 ............................................................ ..................................................60

10,000 to 20,000 . ..................................................63
20,000 to 40,000 . ........................................ ..................................................66
40,000 to 100,000 ............................................................ ..................................................68

100,000 to 250,000 . ..................................................68
260,000 and over . . . ..................................................71

The 1946 study of the State Advisory Council showed 
that only 38.5 per cent of the coverage was by group in
surance.1 Under a compulsory plan, with wider coverage, 
the advantage enjoyed by group insurance would be 
further diminished as the size of the group decreased.

Nor would the costs of private insurance be signifi
cantly reduced by making coverage compulsory. We 
have only to look to our experience with compulsory 
Workmen’s Compensation coverage, when only fifty-two 
cents of the premium dollar is returned in benefits, ac
cording to the testimony of the assistant secretary of the 
Travelers Insurance Company.2 The national figures 
for 1944 reflect a comparable loss ratio of 47.3 per cent.3

Therefore, it seems clear that a compulsory plan oper
ated by  private carriers would be impossible to administer

1 Supra, p. 43.
2 “ B o s t o n  P ost” , D ecem ber 1, 1949, pp. 1, 2, testim ony o f  Seym our E. Smith
» S p e c t a t o r .  ‘ ‘ P r e m iu m s  and Losses b y  States” , 1944, p . 226.



as cheaply as private group policies are handled today. 
Yet, as the Blanchard study shows, the administrative 
costs of these present group policies are approximately 
four times greater than the costs of a state-administered 
plan. This expense ratio of about 20 for group health 
and accident insurance is in close agreement with com
parable data compiled by the New York State Labor 
Department in its report (see Table 2). The higher ex
pense ratio for individual health and accident insurance 
is shown by the Blanchard study to average 44 per cent 
for all types of individual policies.1 The New York study 
provides illustrative figures that are closely comparable 
(see Table 3).

T a b l e  2 .  —  Incurred Loss and Expense Ratios on Group Accident 
and Health Insurance, United States, 1947.

[Source: "S tudies in D isability Insurance, III. Basic T ypes of State Disability Insurance 
System s” , State of New Y ork , D epartment of Labor, D ivision of Research and Statistics, 
Table N il ,  p. 60.]

I t e m .

Licensed 
Life 

Com 
panies. -

N on-par
ticipating 

Stock 
Casualty 

C om 
panies. 3

Partici
pating 
Stock- 

Casual ty 
C om 

panies. 3

M utual 
Casualty 

Com 
panies. 3 Total.

N et premiums earned fin 
thousands) $148,954 $55,018 $2,029 $7,592 $213,593

Losses incurred (per cent) . 6 5 .2 71.5 6 8 .0 7 8 .5 67.3
Expenses incurred (total) 17.6 23.6 22 2 24.3 19.4

Investigation and adjust
m ent . . . . 1 .8 4. 0 3. 1 4 2 2 .5

Acquisition and field 
supervision 6 .2 10.1 10.8 10 .5 7.4

General administration 7 .5 6.7 6.5 7.0 7.2
Inspection and bureau ex

penses . . . . . 04 0. 1 0. 1 0. 7 0. 1
Taxes, licenses and fees . 2.1 2 7 1.7 1.9 2 .2

Gain from underwriting 17.2 4 .9 9 .S —2 8 13.3
D ividends to  policyholders . 17 .1 _•< _  5 _  * _
Expenses, less taxes, licenses, 

and fees, as ratio of net 
cost 18 1 _  5 _  & -  6

Acquisition and field super
vision expenses as ratio 
o f total expenses, less 
taxes, licenses and fees . 40.0 48.3 52.7 40.9 43.0

1 Blanchard Bulletin  N o. 5, T able 1. p. 5.
Source: New Y ork  State Departm ent o f Insurance. Pertains to  nation-wide business of 

life com panies licensed to d o  business in New Y ork  State.
3 Source: National Council on Com pensation Insurance, Casualty Insurance Expense 

Exhibit for the Year Ending D ecem ber 31, 1947, Now York, 1918. Represents nation-wide 
business.

4 N ot available.
* Rebates or credits to  policyholders not available.



Our conclusion may be reached from the figures pub
lished by the insurers’ own statistical sources, “ The 
Spectator Reports.”  The Spectator, 1949 edition, shows, 
in the photostated exhibit, the state-by-state distribution 
of commercial accident and health insurance by type, and 
also workmen’s compensation business. It also shows 
the premiums written, the losses paid to policyholders, 
and the ratio of losses paid to premiums written. Table 11 
shows that, for accident and health insurance, $861.9 
million in premiums was written, and $441.4 million was 
paid in benefits (losses). The benefits represent 51.2 per 
cent of the premiums written. For group insurance, the 
loss ratio was 64 per cent, and for individual policies only 
40.9 per cent of premiums were returned in benefits. 
With respect to workmen’s compensation, the premiums

T a b le  3. —  Representative Expense Ratios2 under Individual Acci
dent and Health Policies, Companies writing over $500,000 of Pre
miums in New York State, 19J,7. 3

[Source: Studies in D isability  Insurance, II. T h e Nature and Extent o f Voluntary D is
ability Insurance in New Y ork  State, State of New Y ork , D epartm ent of Labor, D ivision 
of Research and Statistics, T able  IX , p. 22.]

C o m p a n y .

Expense 
Ratio 4 

(Per Cent).

Average 
Commission 

Rate 
(Per Cent).

Continental Casualty . . . . . 45 2 4 6
Empire State Mutual . . . . . 57 _ 6

Massachusetts Indem nity . . . . 40 25
Massachusetts Protective . . . . 32 17
Metropolitan Life . . . . . 48 -  8

Monarch Life 41 23
Mutual Benefit Health and A ccident . 35 25

National Casualty . 37 2 4 6

North Am erican Accident . 50 -  6

Paul Revere Life 33 22

United Benefit Life 46 41

1 T able  1 excludes Canadian business and 6tate fund W orkm en ’s Com pensation figures.
2 These ratios were selected as representative of the com pan y ’s line o f business in indi

vidual accident and health, and d o  not necessarily represent an average for all of its weekly 
indem nity disability business. Accident — only policies are excluded.

-1 F i g u r e s  s e l e c t e d  from  “ R e s t ’ s  Insurance Reports (Casualty and Surety) ’ , 1948, Alfred M. 
Best C o ., Inc.

4 R atio  o f expenses incurred to  premiums written.
* Includes other lines.
6 R ate not available.



written were 749.1 million and benefits paid, 334.1 mil
lion. Losses paid represent 44.6 per cent of the premiums 
written. These figures are in accord with the Blanchard 
study and the New York study. They not only illustrate 
the present high cost of health and accident insurance, 
but they also indicate the likelihood that compulsory 
private coverage would result in even lower returns of 
benefits per dollar of premiums charged. This is evi
denced by the fact that under workmen’s compensation g 
benefits amount to 44.6 per cent of premiums, while in 
health and accident insurance, where proportionately, 
coverage of large-size groups through group insurance as 
compared to individual coverage is more prevalent than 
would be true under a universal coverage, the benefits 
represent 51.2 per cent of premiums.

Our conclusion that benefits under private plans 
amount to approximately one half of premiums paid has 
been confirmed by the insurers themselves. Mr. Harold 
Gordon, secretary of the Health and Accident Under
writers Conference, said:

The facts are, that for a period of eighteen years, including both good 
and bad times, the aggregate average loss ratio (from 1928 to 1945, 
inclusive) in the accident and health field was 53.8 per cent. The 
lowest loss ratio during this period was 50.3 per cent for 1937, and 
the highest 66.3 per cent for the year 1932. This experience included 
all of various lines of accident and health coverage.1

It is important to note another fact illustrated by Pro
fessor Blanchard’s study. Much has been said of the 
competitive factor in the private health and accident 
field. One wotdd assume that vigorous competition would 
have the effect of eliminating, or at least reducing, the 
business of the less efficient. However, this has not oc
curred. Many companies continue in business year after 1 
year, although they return only 40 per cent of their 
premium income to policy holders. Professor Blanchard 
divided the 215 reporting companies into four groups, 
each group having 25 per cent of the total earned pre-

1 Eastern Underwriter, Sept. 6, 1946, pp. 28, 32



miums. In group one, 117 companies returned 40 cents 
of each premium dollar; in group two, 43 companies re
turned 51 per cent; in group three, 27 companies returned 
59 per cent; and in group four, 28 companies returned 
72 per cent. This wide variation shows that the less 
efficient continue to thrive; that the alleged competition 
in the health and accident business has not increased 
efficiency or benefits.

VIII.

Co-ordination with Unemployment Compensation.

The majority feels impelled to consider briefly the ques
tion of whether cash sickness compensation should be 
co-ordinated with unemployment or workmen’s compen
sation. The New York law represents the first State in 
which the administration of sickness disability insurance 
has been co-ordinated with workmen’s compensation. In 
the testimony before our Commission, none of the inter
ested parties seemed particularly concerned with this 
problem.

From the administrative point of view, co-ordination 
with unemployment compensation seems more desirable. 
The wage and employment records, office staff, and system 
of local offices are readily adaptable. The relatively more 
regular flow of claims for cash sickness is more easily 
handled by an agency trained and experienced in the 
handling of similar types of loads.

It is argued that, because of its medical aspects, cash 
sickness should be co-ordinated with workmen’s compen
sation. However, two questions arise in attempting to 
carry over the experience gained under workmen’s com
pensation. First, the present experience of the Industrial 
Accident Board and its staff is related to injuries, not ill
nesses, which form a large proportion of cash sickness 
claims. Second, the workload on the Industrial Accident 
Board and its consultants is presently so heavy that addi
tional staff would be required. They would have toj.be 
trained and would therefore be as easily fitted into a 
program co-ordinated with unemployment compensation.



In view of the obvious administrative advantages, and 
since the experience of the Industrial Accident Board is 
limited to a portion of this new field, and because of the 
need for training a new medical staff anyway, the ma
jority feels that co-ordination with unemployment com
pensation is more desirable.

Finally, workmen’s compensation has long been recog
nized as a legal liability of the employer. Cash sickness 
is a form of social insurance that does not traditionally 
attach a legal liability to employers, but is the expression 
of the community’s feeling that a minimum security 
against the economic hazards of non-occupational dis
ability is the responsibility of the workers and employers 
together as citizens. Therefore, co-ordination with unem
ployment compensation seems more logical.

IX.

Conclusion.

After making a careful analysis of the various programs, 
the majority of the Recess Commission decided in favor 
of an exclusive state fund. The Commission was formed 
with a twofold purpose. The first was to study and sug
gest a plan which would provide for a minimum amount 
of security against non-occupational disability. This 
could only be achieved by having the widest possible 
pooling of risks so that all covered units would pay at a 
uniform and minimum rate of contributions. Since the 
studies of the Commission revealed that there was a 
definite segregation of risks in both private and com
petitive state fund plans, the only possibility of providing 
this widest pooling of risks and uniform, minimum rate of 
contribution was lodged in an exclusive state fund. The 
underlying premise of private plans is that each unit 
must bear its own cost. This premise is inherently con
trary to the purpose of the Commission.

It seems inequitable and undesirable from the point 
of view of social insurance to compel higher charges on 
those units which employ a preponderance of women or 
of older workers. This would be the situation where



each group must bear its own cost. Similarly, as it has 
been demonstrated by the California experience, low wage 
industries and irregular employment units have experi
enced high claims rates. Small shops and stores would 
be included in this category. It would be socially un
desirable and inequitable to impose higher contribution 
rates on employers or employees in these units as a result 
of these factors over which they have remotest control. 
Under a system of exclusive private plans these small 
employers would experience higher charges than large 
employers because of higher expense ratios. And under 
a competitive state fund the same tendency would be 
present as was indicated by the adverse selection of risks 
experienced in California.

This differentiation of risks as a result of adverse selec
tion would lead to equally socially undesirable inequities 
in the practice of discrimination in employment. It is 
true that employers do not, as a rule, hire workers solely 
on the basis of the disability risk involved, but this would 
be one of the considerations to take into account in hiring 
practices wherever there -would be selection of risks by 
private insurance carriers. The incentive would be there, 
all other factors being equal, for hiring young persons as 
against older workers, and men instead of women. In 
order to obviate these undesirable results it is necessary 
either to set up legislative provisions in a cash sickness 
law which might prevent adverse selection, or enact an 
exclusive state fund law. The California experience has 
indicated, in spite of the safeguards attempted there, that 
the following distinctions appear between the state plan 
and private plans:

1. State plan workers on the average are seven years 
older;

2. They include a much higher proportion of women 
claimants;

3. They have a lower average of wage earners; and
4. They have less stable employment units.
Because of this general indication of adverse selection,

the majority of the Commission concluded that an ex-



elusive state fund alone could eliminate this tendency 
towards selection of risks and thereby provide the widest 
pooling of risks and uniform, minimum rate of contri
butions.

The second purpose which the Commission felt it was 
intended to fulfill was to obtain for the workers the maxi
mum amount of benefits out of the contributions. Re
duced to simple terms for the worker this means giving 
him the greatest return on every dollar.

The majority of the Commission was not convinced by 
the arguments propounded by insurance representatives 
that some of the existing voluntary plans which included 
more liberal benefits than those proposed by the various 
state programs would in effect be destroyed by an exclusive 
state fund. In the first place, these “ package plans” 
which include hospitalization care, medical costs and dis
ability insurance, are in almost all cases the result of 
negotiations. The problem is one merely of renegotiation 
of these contracts. If management and labor are capable 
of negotiating for several features of a plan, it seems 
reasonable to expect that they are equally capable of 
renegotiating on one of those features which refer exclu
sively to disability insurance. In fact, many existing 
private contracts do contain clauses that if any state 
plan becomes enacted during the existence of the contract, 
the employer’s responsibility will be reduced to the extent 
of his requirements under the state plan. The majority 
of the Commission is firmly convinced, as it has elaborated 
in the report, that an exclusive state fund would not dis
courage supplementary benefits which are given by these 
more liberal plans. The Rhode Island law has not pre
vented the growth of this supplementation by either group 
or individual health and accident insurance, nor has the 
Social Security Act discouraged supplementary private 
old age insurance.

What the Commission was bound to consider of major 
importance, however, was not that which benefited par
ticular groups, but a plan which would provide the 
broadest and maximum amount of security for the major



ity of the workers. In this respect the majority felt 
impelled to place the bad risks within the same benefit 
structure as the good risks. Once the decision was made 
to group the good and bad risks within the same benefit 
structure, the only consideration left was to decide which 
plan would provide the greatest amount of benefits for 
the majority of workers. There is no doubt in the minds 
of the majority of the Commission that the greatest 
return on the dollar will be received by the workers in an 
exclusive state fund.

A study of Rhode Island’s fund indicates that under an 
exclusive state fund there is more willingness to return as 
close to 94 cents out of the dollar as possible to the work
ers, with the 6 cents going to administrative costs. The 
consequences of this has been the generous benefits in 
the form of pregnancy benefits, limited payments in ad
dition to workmen’s compensation, and unlimited volun
tary sick pay benefits coupled with the state disability 
benefits. Admittedly there have been operational deficits 
in some years, but at no time has there been any danger to 
the reserve in the fund. Even private insurance carriers 
experience years of operational deficits and likewise have 
to tap their own reserves for those years. From a social 
insurance point of view, where benefits assume greater 
importance than excessive reserves, it is not considered 
as dangerous as insurance representatives make it appear 
if the benefits plus administrative costs for some years 
exceed the income, providing there is no danger to the 
reserve.

In this respect it is appropriate to consider the com
parison between the administrative costs under the state 
funds and those of private carriers, a comparison to which 
this report has already given considerable attention. The 
point does not have to be unduly emphasized that an 
economizing on administrative costs would enable a state 
fund to devote a maximum share of the contribution dol
lar to benefits. Administrative expenses of an exclusive 
state fund would probably be not more than 6 per cent 
of contributions. The greatest advantage of a state fund



from the point of view of administrative costs is the ab
sence of acquisition expenses which constitute a substan
tial portion of the total expenses of private health and 
accident policies. There would be no need of selling costs, 
since coverage would come by law. And it has been 
estimated that these acquisition costs, exclusive of taxes, 
in many cases comprise over 40 per cent of total expenses. 
The majority of the Commission does not subscribe to 
the practice of permitting these acquisition costs to reduce 
the amount of benefits to workers where needed minimum 
security is involved.

The study of cash sickness by the Commission pointed 
nowhere to any evidence that administrative costs by 
private carriers can be as low as the 6 per cent cost pro
posed by state funds. On the other hand, there was sub
stantial evidence that expense ratios for private health 
and accident insurance, exclusive of taxes, licenses and 
fees, are about 20 per cent. Although these private car
riers may argue that the expense ratio for strictly dis
ability insurance, without hospitalization features, would 
be less, an allocation of costs to weekly indemnity alone 
would not indicate an appreciably smaller figure in the 
opinion of the majority.

The majority was not impressed with the arguments 
that a state fund would be bureaucratic and responsive 
to political pressures in favor of dubious claims. Claims 
of widespread malingering have not been satisfactorily 
proven with respect to Rhode Island. And if the officials 
of New Jersey and California are to be entitled to cre
dence, the problem of malingering is a minor one. 4 he 
majority of the Commission has more faith in human 
nature, and in the desire of the working man to obtain a 
full week’s pay in return for a full week’s work.

On the contrary, the danger is visible from a different 
direction. Private carriers are interested primarily in 
reducing costs. Experience with workmen’s compensa
tion insurance indicates sufficiently their main interest is 
to discourage claims. Although cases involving small 
payments may be settled satisfactorily, those involving 
long duration claims will be more strongly contested.



This danger of creating a system overly conducive to 
contesting of claims deserves more attention than the 
fear of the state fund being responsive to political con
siderations.

Experience with the Massachusetts Employment Se
curity administration does not render any significant evi
dence that an exclusive state insurance fund, which it is 
in effect, is either bureaucratic or responsive to individual 
political pressure. True enough, it is subject to constant 
public pressure for increased benefits. With a truly rep
resentative Legislature, however, it is felt that a program 
for disability benefits which would be responsive to pub
lic pressure is not nearly so dangerous as a program which 
would be influenced by the subtle pressures of insurance 
interests.

Also simplicity of coverage under an exclusive state 
fund would be more pronounced than in a private or 
competitive fund, where complicated accounting prob
lems would arise in allocating to the appropriate funds 
the disbursements of benefits. This would be particularly 
true where a worker is employed by more than one em
ployer in the course of a week. Furthermore, the worker 
himself might be confused under a competitive system 
as to whether he should process his claims through the 
state agency or through a private carrier. In the first 
year of the operation of the California law thousands of 
claims were denied because workers misunderstood where 
they were to file claims. Simplicity of operation and a 
clearer understanding of his rights by the working man 
are the virtues of an exclusive state fund.

The majority of the Recess Commission concluded, 
after considering these arguments, that the only pro
gram which could be truly considered a disability insur
ance program for working people is an exclusive state 
fund. The majority of the members were not impressed 
nor coerced by the devious methods used by insurance 
representatives to label the state fund as a socialistic 
venture. There is no manifest intent to discourage in
surance by private carriers in this or any other field.



There is a definite necessity for private insurance in our 
economy as a supplementation to our concepts of basic, 
minimum security for workers. The problem of the 
Commission is not one of providing for these supple
mentary benefits, which may be best attained by private 
enterprise, but one of providing this minimum security 
with a maximum of benefits for the workers. There is 
no doubt that the maximum benefits are obtainable un
der an exclusive state fund.



X. Proposed Legislation.

C l)t Commontoealth of M assachusetts

In the Year One Thousand Nine Hundred and Fifty.

An A c t p r o v i d i n g  f o r  t h e  e s t a b l i s h m e n t  a n d  a d 

m i n i s t r a t i o n  OF CASH SICKNESS COMPENSATION.

1 Whereas, The deferred operation of this act would
2 tend to defeat its purpose, which is to make im-
3 mediately operative compensation for wage losses
4 due to sickness, therefore it is hereby declared to be
5 an emergency law, necessary for the immediate
6 preservation of the public convenience.

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

1 S e c t i o n  1. The General Laws are hereby amended
2 by inserting after chapter 151B the following new
3 chapter: —

4  C h a p t e r  1 5 1 C .

5 C a s h  S i c k n e s s  C o m p e n s a t i o n .

6 Section 1. This chapter shall be known and may
7 be cited as the Cash Sickness Compensation Law.
8 Section 2. Purpose. —  The loss of income from
9 unemployment due to illness is a serious hazard to 

10 the wage earners of this commonwealth. No pro tec-



1 1 tion against loss of earnings is provided by the portion 
12 of the law relating to employment security and the 
Id w orkm ens compensation law provides only limited
14 protection to those injured in the course of their
15 occupation. The highest prevalence of non-occupa- 
10 t-ional sickness and accident is among those workers
17 whose earnings are lowest and who are least able to
18 provide from their own resources when illness strikes. 
10 The public good and the general welfare require such
20 a law.
21 Section 3. Words and Phrases. -  The following
22 words and phrases, as used in this chapter, shall have
23 the following meanings unless the context clearly
24 requires otherwise: —
25 (a) “ Benefit” means the money payable as pro-
26 vided in this act. to an individual as compensation
27 for his wage losses due to unemployment caused by
28 sickness.
29 (b) “ D irector” means the director of the division
30 o f employment security established under section
31 nine I of chapter twenty-three.
32 (c) “ Contributions”  means the money payments
33 required by this act to be made to the Cash Sickness
34 Compensation Fund.
35 (d) “ E m ployee” means any person who is or has
36 been em ployed by an employer subject to this chap-
37 ter and in employment subject to this chapter.
38 (e) “ Em ployer” means any employing unit which
39 is an employer under the Employment Security
40 Law, as amended.
41 ( /)  “ Employing unit”  is hereby declared to have
42 the same definition as contained in the Employment
43 Security Law, as amended.
44 (g) “  Employment ”  is hereby declared to have the



45 same definition as contained in the Employment
46 Security Law, as amended.
47 (h)  “ Employment office’ ’ is hereby declared to
48 have the same definition as contained in the Employ-
49 rnent Security Law, as amended.
50 (i) “  Benefit rate ”  means the money payable to an
51 individual as compensation, as provided in this chap-
52 ter for his wage losses with respect to any week during
53 which his unemployment is caused by sickness.
54 (j) “ Base period” is hereby declared to have the
55 same definition as contained in the Employment
56 Security Law, as amended.
57 (k) “ Fund”  means the Cash Sickness Compensa-
58 tion Fund established by this chapter.
59 (I) “ Benefit year”  is hereby declared to have the
60 same definition as contained in the Employment
61 Security Law, as amended.
62 (to) “ Sickness” , an individual shall be deemed to
63 be sick in any week in which, because of his physical
64 or mental condition, he is unable to perform his regu-
65 lar or customary work; provided, however, that
66 female disability because of pregnancy shall be
67 deemed to be sickness.
68 (a) “  Wages" is hereby declared to have the same
69 definition as contained in the Employment Security
70 Law, as amended.
71 (p) “ W eek” , any seven consecutive days.
72 (<?) “ Week of sickness” with respect to an indi-
73 vidual, any seven consecutive days throughout
74 which he is sick as defined in subsection (to) of this
75 section.
76 (r) “ Quarterly wage”  is hereby declared to have
77 the same definition as contained in the Employment
78 Security Law, as amended. -



79 (s) “ Physician” , an individual licensed to practice
80 medicine or dentistry under the laws of this or any
81 other state.
82 (t) “ Waiting W eek” , the first seven consecutive
83 days of sickness in a benefit year with respect to
84 which the worker has complied with the provisions of
85 section six. No benefits are payable for a waiting
86 week and no benefits are payable for any period of
87 sickness occurring within the benefit year prior to the
88 completion of such waiting week, except that this re-
89 quirement shall not interrupt the payment of benefits
90 in an uninterrupted sickness series.
91 (u) “ Uninterrupted sickness series” , a period of
92 continuous sickness or a succession of periods of sick-
93 ness beginning with a waiting week or a week of sick-
94 ness for which benefits are payable and continuing
95 until there have been twenty-one consecutive days
96 for which benefits are not payable.
97 (v) “ Board of Review” is hereby declared to have
98 the same definition as in the Employment Security
99 Law, as amended.

100 (w) “ Quarter”  is hereby declared to have the same
101 definition as in the Employment Security Law, as
102 amended.
103 (x) “ State Advisory Council” is hereby declared
104 to have the same definition as in the Employment
105 Security Laur, as amended.
106 ( y )  “ Cash Sickness Administration Account” , the
107 account set up for the purpose of meeting the ex-
108 penses of administration under this law.
109 (z) None of the above definitions shall be con-
110 strued to deny to an otherwise eligible individual
111 benefits under this chapter, because his employer
112 through voluntary action on his own part, or through



113 a previous employer and employee agreement con-
114 tinues to pay such employee his regular wages, or
115 parts thereof, during such employee’s period of in-
116 capacitation when he is unable to be present at his
117 place of employment.
118 Section 4- Cash Sickness Compensation Fund. —
119 (a) There is hereby established, separate and apart
120 from all public moneys or fluids of the common-
121 wealth, a cash sickness compensation fund, which
122 shall be administered by the director without lia-
123 bility on the part of the commonwealth beyond the
124 amounts credited to and earned by the fund. This
125 fund shall consist of —
126 All contributions and moneys paid into the state
127 treasury and credited to the fund as provided in
128 this chapter; all moneys withdrawn from the unem-
129 ployment fund of this commonwealth as authorized
130 by subsection (e) of this section; all property and
131 securities acquired by and through the use of moneys
132 belonging to the fund and all interest thereon, less
133 payments therefrom under this chapter, and except-
134 ing refunds of sums erroneously paid into the fund;
135 and all moneys received for the fund from any other
136 source. Except as provided in subsection (d) of this
137 section, all moneys in the fund shall be pooled and
138 available to pay benefits under this chapter irrespec-
139 tive of the source of such moneys.
140 (6) (1) The director may deposit moneys payable
141 to the cash sickness compensation fund in the clear-
142 ing account established under subdivision (a) of
143 section fifty of chapter one hundred and fifty-one A.
144 After clearance, moneys payable to the sickness fund
145 shall be deposited in a separate cash sickness com-
146 pensation fund account. Refunds payable pursuant



147 to subsection (c) of section five may be paid from
148 moneys payable to the sickness fund in the clearing
149 account or from the cash sickness compensation fund
150 account. (2) The state treasurer shall be, ex officio,
151 the treasurer of the cash sickness compensation fund.
152 The state treasurer, in addition to the provisions
153 contained in section two of chapter ten, shall be
154 liable on the treasurer's bond for the faithful per-
155 formance of his duties in connection with the sickness
156 fund, the clearing account in connection therewith,
157 and the cash sickness compensation administration
158 fund provided for under this chapter. Such liability
159 of the treasurer on his official bond shall be effective
160 immediately upon the enactment of this provision,
161 and such liability shall exist in addition to any lia-
162 bility upon any separate bond existent on the effective
163 date of this provision.
164 (c) Moneys in the fund may be deposited in any
165 depositary bank in which general funds of the corn-
166 monwealth may be deposited, but no public deposit
167 insurance charge or premium shall be paid out of the
168 fund. Moneys in the sickness fund shall not be corn-
169 mingled with other funds of the commonwealth, but
170 shall be maintained as a separate account on the
171 books of the depositary bank. Such moneys shall 
1 72 be secured by the depositary in which they are held
173 to the same extent and in the same manner as re-
174 quired by the general depositary law of this com-
175 monwealth and collateral pledged for this purpose
176 shall be maintained in a separate custody account.
177 Moneys in the sickness fund not needed for current
178 expenditure may be invested in interest-bearing
179 obligations of the United States or of this common-
180 wealth. The director shall give a bond conditioned



181 upon the faithful performance of his duties with
182 respect to the fund in an amount not exceeding
183 twenty-five thousand dollars, and approved by the
184 governor and council and with surety or sureties
185 satisfactory to the attorney general. Premiums upon 
ISO bonds pursuant to this section shall be paid from the
187 disability cash sickness compensation administration
188 account.
189 (d) Moneys in the cash sickness compensation
190 fund shall be used exclusively for the payment of
191 benefits as provided by this chapter, for refunds
192 pursuant to subsection (c) of section five, and for
193 administrative expenses to the extent provided by
194 section fifteen. Expenditures of moneys in the
195 sickness fund and in the clearing account shall not be
196 subject to any provisions of law requiring specific
197 appropriations or other formal release by state officers
198 of moneys in their custody.
199 (e) The director is authorized to requisition from
200 the unemployment trust fund of this commonwealth
201 deposited with the secretary of the treasury of the
202 United States, for the purpose of paying cash benefits
203 to individuals with respect to their sickness, a sum or
204 sums not exceeding an amount equal to the amount
205 of employee payments into such fund, and any
206 other amoimts permitted by federal law to be with-
207 drawn from such fund for such purpose. None of
208 the moneys so withdrawn from the unemployment
209 trust fund shall be used for expenses of administra-
210 tion except as permitted by federal law.
211 Section 5. A. (1) Employer Contributions. Each
212 employer shall contribute to the Cash Sickness Com-
213 pensation Fund with respect to employment after
214 October first, nineteen hundred and fifty, or after



215 the ciate upon which such employer becomes subject
216 to this chapter, whichever is later, an amount equal
217 to one half per cent of the wages paid by such era-
218 ployer to each employee up to three thousand dollars
219 in any calendar year. Such contributions shall be
220 collected and paid in such manner and at such times
221 and under such conditions as may be prescribed by
222 the director.
223 (2) If more or less than the correct amount of con-
224 tributions imposed under paragraph (1) of subsec-
225 tion A of this section is paid with respect to any wage
226 payments, then, under regulations prescribed by the
227 director, proper adjustments with respect to the con-
228 tributions shall be made, in computing contributions
229 next due and payable after the discovery of such error
230 with respect to the next subsequent wage payment by
231 the same employer. If more or less than the correct
232 amount of contributions imposed under paragraph (1)
233 of subsection A of this section is paid vrith respect to
234 any wage payment, then, under regulations pre-
235 scribed by the director, proper adjustments with
236 respect to the contributions shall be made, without
237 interest, in connection with the next wage payment
238 to the same employee by the same employer.
239 (3) If heretofore or hereafter contributions were or
240 are erroneously collected, or if more or less than the
241 correct amount of contributions imposed under para-
242 graph (1) of subsection A of this section, has been
243 paid or deducted with respect to any wage payment,
244 and the erroneous collection or overpayment or under-
245 payment of contributions cannot be or is not adjusted
246 under paragraph (2) of subsection A of this section,
247 the director shall determine the amount of erroneous
248 collection or overpayment, and shall, by voucher



249 duly drawn by the director in an amount and in such
250 manner as the director may prescribe, direct the state
251 treasurer to pay the amount determined to be errone-
252 ously collected or overpaid from the Cash Sickness
253 Compensation Fund.
254 (4) Any employer aggrieved by an}’ decision of
255 fact or law by the director as to the amount of con-
256 tributions due from him under this chapter, or by
257 any refusal of the director to grant a refund under
258 the provisions of paragraph (3) of subsection A of
259 this section may, after the exhaustion of other
260 remedies provided in this chapter appeal therefrom
261 to the superior court for the county in which the
262 employer’s place of business is located, or to the
263 superior court for the county in which such peti-
264 tioner resides, by filing within thirty days from the
265 date of the notice to him of such decision by the
266 director, a petition in said court stating the grounds
267 upon which the appeal is taken. Upon the filing of
268 such petition, the court shall cause twenty days’
269 notice of the pendency thereof to be given to the
270 director by serving him in the manner in which
271 subpoenas in equity are served -with a certified copy
272 of such petition, and such petition shall follow the
273 course of equity so far as the same is applicable;
274 and the court shall proceed to hear such petition
275 and determine whether the action of the director
276 appealed from is correct, and may affirm, or over-
277 rule, or modify such action, and the taking of such
278 appeal shall, during the pendency thereof, operate
279 as a stay of the order from which such appeal is taken.
280 (5) Any employing unit which is or becomes an
281 employer subject to this chapter within the calendar
282 year nineteen hundred and forty-nine, or within any



283 calendar year thereafter, the employees of such
284 employing unit shall become subject to all the pro-
285 visions of this chapter from the date upon which such
286 employing unit became an employer subject to the
287 provisions of this chapter.
288 B. (1) Employee Contributions.— Each employee
289 shall contribute to the sickness fund one half per cent
290 of his wages up to three thousand dollars paid by
291 an employer with respect to his employment which
292 occurs after October first, nineteen hundred and
293 fifty and after such employer has satisfied the con-
294 ditions set forth in section eight or section ten of
295 chapter one hundred and fifty-one A. Each em-
296 ployer shall be liable for the payment of his employ-
297 ees’ contributions and may pay such contributions
298 on behalf of his employees, or, notwithstanding
299 any provisions of law in this commonwealth to the
300 contrary, may withhold in trust for the fund the
301 amount of his employees’ contributions from their
302 wages at the time such wages are paid: provided,
303 that he shows such deduction on his pay roll records
304 and furnishes each employee with a statement in
305 writing showing the amount which has been de-
306 ducted, in such form and at such times as may be
307 prescribed by the director. Each employer shall
308 transmit all such contributions to the fund, in addi-
309 tion to his own contributions, pursuant to regulations
310 of the director. If any employer fails to deduct the
311 contributions of any of his workers at the time their
312 wages are paid, or fails to make a deduction therefor
313 at the time wages are paid for the next succeeding
314 pay roll period, the employee shall not thereafter
315 be liable to the fund or to his employer for such
316 contributions, and for the purposes of subsection D



317 of this section, such contribution shall be treated as
318 employer’s contributions required from him.
319 (2) If an individual does not receive any wages
320 from the employing unit, such employer shall never-
321 theless be liable for such individual’s contributions
322 in the first instance; and after payment thereof
323 such employer may deduct the amount of such
324 contributions from any sums payable by him to
325 such employing unit, or may recover the amount
326 of such contributions from such employing unit, or
327 in the absence of such an employing unit from such
328 individual, in a civil action for debt, provided pro-
329 ceedings therefor are instituted within three months
330 after the date on which such contributions are
331 payable. The director shall prescribe rules whereby
332 such an employing unit may recover the amount of
333 such contributions from such individuals in the
334 same manner as if it were the employer.
335 (3) The amounts withheld by an employer as con-
336 tributions by his employee shall be exempt from
337 garnishment, attachment, execution or any other
338 remedy for the collection of debts, and in the event
339 of the insolvency or bankruptcy of the employer such
340 contributions shall not be considered any part of the
341 assets of the employer and shall be paid to the di-
342 rector prior to the payment of any other claim against
343 such employer.
344 C. Special Refunds. —  If, by reason of an em-
345 ployee’s receiving wages from more than one em-
346 plover during a calendar year, the wages received by
347 him during such year exceed the amount which would
348 have been taxable if all his wages had been paid by
349 a single employer, the employee shall be entitled to
350 a refund of his contributions with respect to any



351 such excess. No interest shall be allowed or paid
352 with respect to any such refund. The limitations of
353 section eighteen of chapter one hundred and fifty-
354 one A shall apply to applications for such refunds.
355 D. With respect to the collection of contributions
356 and adjustments of and refunds for erroneous con-
357 tributions, the provisions of sections fifteen to twenty
358 one, inclusive, and section sixty-seven of chapter one
359 hundred and fifty-one A shall apply to the extent
360 that they are not inconsistent with other provisions
361 of this chapter.
362 Section 6. Benefits. — (a) On and after April first,
363 nineteen hundred and fifty-one, benefits shall be-
364 come payable from the fund and shall be paid by the
365 director through employment offices, or such other
366 agencies as the director may designate, in accordance
367 with such regulations as the director may prescribe.
368 Such benefits shall not be taxable under any provi-
369 sion of chapter sixty-two.
370 (6) An individual who is eligible for sickness bene-
.371 fits shall be paid for each week of sickness an amount
372 based on the highest quarterly wage of his base period
373 as provided in the table in section twenty-nine (a) of
374 chapter one hundred and fifty-one A; provided,
375 that if he has received or is entitled to receive wage
376 payments with respect to such week he shall be paid
377 only that amount of benefits, which together with
378 the amount of any such payments, does not exceed
379 the amount of his full-time weekly wages for the
380 week immediately prior to the beginning of his dis-
381 ability.
382 (c) An individual who is eligible for sickness bene-
383 fits for part of a week in an uninterrupted sickness
384 series shall be paid sickness benefits at the rate of one



385 seventh of his weekly benefit rate for each full day of
386 sickness. Said benefit shall be raised to the next
387 highest dollar if it includes a fractional part of a
388 dollar.
389 (d) An individual who is eligible for sickness
390 benefits shall be paid for each week of sickness, in
391 addition to the amount payable under paragraph
392 (6), additional amounts payable for dependents to
393 the same extent as provided in section twenty-nine
394 (c) of chapter one hundred and fifty-one A as
395 amended.
396 (e) The total benefits an individual who is eligible
397 for sickness benefits may receive under this chapter
398 during his benefit year shall be an amount equal to
399 the amount provided in section thirty of chapter
400 one hundred and fifty-one A as amended; provided,
401 however, that the period for which benefits may be
402 paid because of female disability arising from one
403 pregnancy shall be the period beginning four weeks
404 before the date certified by a woman’s physician to
405 be the expected date of the birth of her child and
406 ending six weeks later or two weeks after the birth of
407 the child, whichever is earlier; and provided, further,
408 that, for the purposes of this subsection and sub-
409 section (b) of this section, the wages in the base period
410 which shall be used in the computation of such
411 benefits for the benefit year beginning April first,
412 nineteen hundred and fifty-one, shall be the amount
413 of wages paid to the individual during the entire
414 calendar year nineteen hundred and fifty.
415 (I) Nn insured worker’s maximum potential dis-
416 ability benefits shall be the same amount as his
417 maximum potential unemployment benefits as pro-
418 vided in chapter one hundred and fifty-one A. Bene-



419 fits paid under one program shall not reduce the
420 maximum amount payable under the other. The
421 payment of pregnancy benefits shall not decrease the
422 maximum amount of disability benefits to which the
423 worker is otherwise entitled.
424 (g) Section thirty-one of chapter one hundred and
425 fifty-one A shall apply to this chapter.
426 Section 7. Eligibility for Benefits. — (a) An indi-
427 vidual, in order to be eligible for benefits under this
428 chapter shall (1) have been paid in his base period
429 wages equal to not less than the minimum amount
430 otherwise prescribed to be paid during his base period
431 as a condition of eligibility for unemployment com-
432 pensation benefits; (2) have been employed for at
433 least two weeks during the twenty-six week period
434 preceding his filing for benefits under this chapter,
435 or have been registered for employment in the man-
436 ner prescribed in section twenty-four (c) of chapter
437 one hundred and fifty-one A, provided that if the
438 claimant proves to the satisfaction of the director
439 that he was self-employed or unemployed because of
440 sickness or injury during the period this subsection
441 seven (a) (2) shall not apply.
442 (6) An individual shall be eligible for and shall
443 receive waiting-week credit or benefits for any part
444 week in an uninterrupted disability series, with
445 respect to which he (1) has been disabled as defined
446 in section two (to) or in a pregnancy period, as
447 defined in section six (e) and (2) has performed no
448 services for an employing unit and has not engaged
449 in sell-employment for profit; and (3) in accordance
450 with regulations prescribed by the commissioner,
451 has certified for waiting-week credit or filed a claim
452 for benefits as the case may be, and has filed a physi-



453 dan ’s certificate, and, if directed to do so by the
454 commissioner, has submitted to medical examination
455 for the purpose of determining his disability.
450 (c) The director shall require for each uninter-
457 rupted period of disability that the first claim for
458 benefits under this chapter be supported by the
459 certificate of a physician attending the claimant,
460 acting within the scope of his practice, stating the
461 medical facts within his knowledge, his conclusion
462 with respect to the disability of the claimant and his
463 opinion with respect to the probable duration thereof;
464 provided, that the claim of any eligible individual
465 who obtains care and treatment outside this state
466 may pursuant to authorized regulations be supported
467 by a like certificate of a similar licensee of the state
468 in which the claimant is receiving care and treatment;
469 and provided further, that with respect to any eligible
470 claimant who is hospitalized in or under the care of
471 any medical facility of the United States government,
472 a certificate as to such individual’s disability signed
473 by any duly authorized medical officer of such facility
474 shall satisfy the requirements of this section.
475 (d) The director is empowered to require by regu-
476 lation or special order any benefit claimant to submit
477 to a reasonable examination or examinations for the
478 purpose of determining his physical or mental con-
479 dition, such examination or examinations to be con-
480 ducted by an expert or experts appointed by the
481 director, and to be made at such times and at such
482 places as said experts, with the approval of the di-
483 rector require.
484 (e) No waiting period shall be allowed and no bene-
485 fits shall be paid to an individual under this chapter
486 for any week with respect to which or a part of which



487 he has received or is seeking unemployment benefits
488 under an unemployment compensation law or em-
489 ployment security law of this state, of any other
490 state, or of the United States, or under a cash sick-
491 ness law of any other state or of the United States;
492 provided, that if the appropriate agency of such state
493 or of the United States finally determines that he is
494 not entitled to such benefits, this paragraph shall not
495 apply.
496 ( f )  No waiting period shall be allowed and no bene-
497 fits shall be paid to an individual under this chapter
498 for any week with respect to which or a part of which
499 he has received or is receiving compensation for the
500 same sickness under a workmen’s compensation or
501 employer’s liability law of this or any other state or of
502 the federal government (other than workmen’s com-
503 pensation benefits for a permanent partial disability
504 occurring prior to the disability for which benefits are
505 claimed hereunder). When an insured worker who is
506 otherwise entitled to sickness benefits under this chap-
507 ter has a right to seek compensation for the same sick-
508 ness under such a law, benefits shall be paid him
509 subject to recoupment to the extent of any amounts
510 subsequently determined to be payable to him on
511 account of such right. The director may require such
512 an individual to file a claim for such compensation as
513 a condition for receipt of sickness benefits. Amounts
514 to be recouped may be recovered, without interest,
515 by deduction from any future benefits payable to
516 the individual under this chapter or by civil action
517 in the name of the director.
518 The receipt of lump sum settlement of workmen’s
519 compensation benefits shall in nowise render an
520 otherwise eligible individual ineligible to receive full



521 cash sickness benefits and no proceedings shall be
522 instituted for reimbursement for cash sickness bene-
523 fits paid to an individual who shall have received
524 lump sum settlement of workmen’s compensation
525 benefits.
526 Section 8. Claims and Appeals. —  (a) Benefit
527 claims shall be filed pursuant to regulations of the
528 director at an employment office or such other agency
529 as the director may designate.
530 Each employer shall post and maintain printed
531 statements of such regulations in places readily ac-
532 cessible to individuals in his service. Such printed
533 statement shall be supplied by the director to each
534 employer without cost to him.
535 (6) The director or his authorized representative
536 shall promptly determine, in accordance with the
537 procedure established by the director, and after
538 making such inquiries and investigation as he deems
539 necessary, whether or not the claim is valid and the
540 amount, if any, of the benefits payable thereunder,
541 and shall promptly give notice of such determina-
542 tion, together with the reasons therefor, to the
543 claimant, and in the event that the claim is declared
544 valid, shall give notice to any employing unit which,
545 in accordance with regulations of the director, shall
546 have furnished information affecting an individual’s
547 right to sickness benefits, but no employing unit shall
548 have a right to appeal or to apply for a reconsidera-
549 tion except with respect to determination of coverage
550 and base period wages. In accordance with the pro-
551 cedure prescribed by the director, benefits shall be
552 paid or denied, unless an application for a review is
553 filed in accordance with section forty of chapter one
554 hundred and fifty-one A. Default in payment of



555 contributions by an employer shall not in any manner
556 adversely affect the lights of any employee otherwise
557 eligible for benefits.
55S (c) The provisions of sections forty to forty-three,
559 inclusive, and section seventy-one of chapter one
560 hundred and fifty-one A shall apply with respect to
561 redetermination and application for review and re-
562 view of claims for sickness benefits to the extent that
563 these provisions are not inconsistent with this chap-
564 ter. Fees with respect to proceedings under this
565 chapter shall be paid from the cash sickness com-
566 pensation administration account.
567 (d) In proceedings under this chapter, the claim-
568 ant may request a closed hearing, which shall be
569 granted upon a showing of good cause. The appeal
570 tribunal or board of review hearing an appeal may
571 also order a closed hearing upon its own motion.
572 (e) When hearing a cash sickness appeal, an ap-
573 peal tribunal or the board of review may call as an
574 expert witness any medical adviser appointed by the
575 director, or any physician as defined in subsection
576 (s) of section three. A medical expert, not a state
577 employee, shall receive such fee as may be set by the
578 director, plus necessary expenses.
579 Section .9. The supreme judicial or superior court
580 shall have general jurisdiction in equity on a bill
581 brought by the director, to enforce any provision of
582 this chapter. In civil actions and court proceedings
583 under any provision of this chapter which are entered
584 by or in behalf of the director no entry fee shall be
585 paid, but if the director shall prevail the equivalent
586 of such entry fee shall be taxed against the adverse
587 party as costs.
588 Section 10. Administration.- (1) This act shall



589 he administered by the director. The director shall
590 have the same powers and duties with relation to
591 this act as he has to the Employment Security Law.
592 Whenever the director believes that a change in
593 contributions rate or disability benefit amounts may
594 become necessary to protect the solvency of the
595 Disability Fund, he shall at once inform the governor
596 and the legislature thereof and make recommenda-
597 tions accordingly. In such case the governor may
598 declare an emergency and authorize the director to
599 announce a modified scale of benefits or increased
600 waiting period, or other changes in rules and regu-
601 lations regarding the eligibility for payment of bene-
602 fits which the director may deem necessary to assure
603 the solvency of the Disability Fund; such modified
604 regulations to be in effect until the governor declares
605 the emergency at an end or until further action is
606 taken by the legislature.
607 (2) Every employing unit shall keep true and ac-
608 curate records of all individuals employed by him and
609 such other information as the director deems neces-
610 sary for the effective administration of this chapter.
611 Such records shall be open to inspection by the di-
612 rector or his authorized representatives at any reason-
613 able time. The director may require from any such
614 employing unit such reports on wages, hours, em-
615 plovment, unemployment and related matters con-
616 eerning his employees as the director deems necessary
617 for the effective administration of this chapter, and
618 every such employing unit shall fully, correctly and
619 promptly furnish to the director all information re-
620 quired by him to carry out the purposes and provi-
621 sions of this chapter. The director may require that
622 such information be verified under oath, which may



623 be administered by the director, or any person thereto
624 authorized by him.
625 (3) Information secured pursuant to this chapter,
626 shall be confidential and for the exclusive use and in-
627 formation of the division in the discharge of its duties
628 under this chapter and chapter one hundred and
629 fifty-one A. Such information shall not be open to
630 the public, nor shall it be used in any action or pro-
631 ceeding unless the division or the commonwealth is a
632 party to such action or proceeding, or unless such
633 action or proceeding is in the nature of a criminal
634 prosecution under some provision of federal law, but
635 an employer or claimant, upon request, shall be sup-
636 plied by the division with information concerning his
637 own record which is necessary to him in his relations
638 with the division.
639 Notwithstanding any other provisions in this
640 chapter, information concerning the sickness of an
641 individual obtained from him or from any physician
642 or from any other person pursuant to or as a result
643 of the administration of this chapter shall be held
644 confidential and shall not be disclosed or open to
645 public inspection, in any manner revealing the
646 identity of the individual or other person from whom
647 the information was obtained or to whom the in-
648 formation pertains except to such individual or his
649 authorized representative or as may be necessary
650 for the proper administration of this chapter, pro-
651 vided, that nothing herein shall be construed to
652 prevent the director from publishing in statistical
653 form the results of any such investigations without
654 disclosing the identity of the individuals involved.
655 All information transmitted to the director or
656 his duly authorized representative pursuant to this



657 chapter shall be absolutely privileged and shall not
658 be made the subject matter or basis in any action of
659 slander or libel in any court of the commonwealth.
660 (4) The director is thereby authorized to enter
661 into reciprocal arrangements with appropriate and
662 duly authorized agencies of other states or of the
663 federal government or both, with respect to this
664 chapter, to the same extent as is provided in sec-
665 tion sixty-six of chapter one hundred and fifty-one A.
666 (5) Section sixty-eight of chapter one hundred and
667 fifty-one A shall apply to this chapter.
668 Section 11. Protection of Rights of Claimants. —
669 (a) No agreement by an individual to waive his
670 right to benefit or any other right under this chapter,
671 or to pay all or any portion of the contributions re-
672 quired hereunder from his employer shall be valid.
673 No employer shall make, or permit or require, any
674 deduction from wages or salary of an employee to
675 finance in whole or in part the contributions required
676 of the employer, or require any waiver by an em-
677 plovee of any right hereunder. The director may
678 make orders for the enforcement of this section, and
679 shall cause all violations thereof and of this section
680 to be prosecuted.
681 (5) Benefits which are or may become due under
682 this chapter shall not be assigned, pledged, encum-
683 bered, released, commuted or trusteed before pay-
684 ment; and when paid shall, as long as they are not
685 mingled wdth other funds of the beneficiary, be
686 exempt from all claims of creditors, and from levy,
687 execution and attachment or other remedy now or
688 hereafter provided for the recovery or collection of
689 debt, which exemption may not be waived.
690 (c) No fee sh all be charged in any proceeding under



this chapter by the director or any of his agents or 
representatives.

In any proceeding under this chapter a party may 
be represented by an agent or attorney. No fees for 
tire services rendered by such agent or attorney to an 
individual claiming benefits shall be allowable or pay
able unless the amount thereof shall have been pre
viously approved by the director. Whoever exacts 
or receives any remuneration or gratuity for any 
services rendered 011 behalf of a benefit claimant under 
this chapter, except as authorized by this section, or 
who solicits the business of appearing on behalf of 
such a benefit claimant, or who makes it a business 
to solicit employment for another in connection with 
the making of any claim for benefits under this chap
ter, shall be punished by a fine of not more than one 
hundred dollars or by imprisonment for not more 
than six months, or both.

Section 12. Penalties. —  Whoever wilfully makes 
a false statement or representation to obtain or in
crease any benefit or other payment under any pro
vision of this chapter, either for himself or for any 
other person, shall be punished by a fine of not less 
than twenty-five nor more than one hundred dollars. 
Each such false statement or representation shall 
constitute a separate offence.

Any employing unit, or any officer or agent of an 
employing unit, who wilfully makes a false statement 
or representation to avoid or reduce any contribu
tion or benefit payment required of such employing 
unit under any provision of this chapter, or who wil
fully fails or refuses to pay any such benefit or con
tribution, or to furnish any report or information 
duly required by the director under any provision of 
this chapter, or makes or requires any deduction from



726 wages to pay any portion of the contributions re-
727 quired from employers under any provision of this
728 chapter, or attempts by threats or coercion of any
729 kind to induce any individual to waive any rights
730 under any provision of this chapter, shall be pun-
731 ished by a line of not less than twenty-five nor more
732 than two hundred dollars, or by imprisonment for
733 not more than ninety days, or both ; and each such
734 false statement or representation, each such deduc-
735 tion from wages and each such attempt to coerce,
736 shall constitute a separate and distinct offence. If
737 such employing unit or the employer of such officer
738 or agent is a corporation, the president, the secretary
739 and the treasurer, or officers exercising correspond-
740 ing functions, shall each be subject to the aforesaid
741 penalties for any violation of any provision of this
742 section, of which they, respectively, had knowledge
743 or, in the proper exercise of their duties, ought to have
744 had knowledge.
74.5 The director or his authorized representative may
746 make complaint against any person for a violation
747 of any provision of this section, within three years
748 after the date of such violation. All fines collected
749 under this section shall be paid to the director and
750 credited to the cash sickness compensation fund.
751 The division may recover by action of contract
752 any amounts paid to an individual through error,
753 or, in the discretion of the director, the amount
754 erroneously paid may be deducted from any future
755 payments of benefits accruing to an individual
756 under the provisions of this chapter.
757 Section 13. Saving Clause. No person shall be
758 or be deemed to be vested with any property or
759 other right by virtue of the enactment of this chapter.
760 Section 14- Separability of Provisions. —  If any



761 part, section or subdivision of this chapter, or the
762 application thereof, shall be held invalid, uncon-
763 stitutional or inoperative as to any particular person,
764 persons or conditions, the remainder hereof, or the
765 application of any such part, section or subdivision
766 to other persons and conditions, shall not be affected
767 thereby.
768 Section 15. Administrative Funds. — To the ex-
769 tent that funds are made available by the federal
770 government, under Title III of the social security
771 act as amended or otherwise for such purpose, the
772 expenses of administering this act shall be paid from
773 such funds provided that this section shall not be
774 considered to permit any expenditure of funds from
775 the employment security administration account
776 contrary to the provisions of the employment se-
777 curity law; and provided further, however, that in
778 the event that the social security act is amended to
779 permit funds granted under Title III thereof to be
780 used to pay expenses of administering a sickness
781 compensation law, such as this act, then from and
782 after the effective date of such amendment, the
783 expenses of administering this act shall be paid out
784 of said employment security administration account
785 or any other account or fund in which funds granted
786 under said Title III shall be deposited.
787 For the purposes of administering this chapter,
788 there is hereby appropriated from the general fund
789 the sum of five hundred thousand dollars, which sum
790 shall be repaid to the general fund from the cash
791 sickness compensation fund not later than June thir-
792 tieth, nineteen hundred and fifty-two. There shall
793 be appropriated annually out of the sickness fund a
794 sum which shall not be in excess of six per cent of



795 the contributions of the current year for payment of
796 expenses of administering this chapter during each
797 fiscal year from the effective date of this chapter,
798 which said sum shall be payable out of the sickness
799 compensation fund; provided, however, that such
800 sums shall be available to the director for payment
801 of expenses of administration of this chapter only to
802 the extent that moneys received from the federal
803 government are not available for such purpose as
804 provided in the preceding paragraph; and further
805 provided, that such moneys as shall be requisitioned
806 from the unemployment trust fund and deposited to
807 the cash sickness compensation fund for payment of
808 cash benefits to individuals with respect to their
809 sickness shall not be used for payment of costs of
810 administration of this chapter.
811 Section 16. This chapter shall not apply to any
812 employee who follows the Christian Science faith.
813 Any employer on petition to the director can petition
814 for the exemption of any employee who follows the
815 Christian Science faith, who is not covered by this
816 chapter.
817 Section 17. This chapter shall be construed liber-
818 ally in aid of its declared purpose which is to lighten
819 the burden which now falls on the unemployed worker
820 and his family.
821 Section 18. The director shall undertake an edu-
822 cational publicity campaign designed to advise the
823 public of their rights and duties under this chapter
824 and to safeguard the fund created by this chapter.
825 The director shall solicit the co-operation and assist-
826 ance of labor, industry, and the public generally, in
827 effecting such program. In the exercise of his au-
828 thority hereunder, the director shall give publicity



82!) to the need for accident prevention, and the preser-
830 vation of health; he shall publicize the need for
831 industrial employment to provide the best available
832 safeguards for workers, as well as appropriate sani-
833 tary facilities. He shall also publicize the potential
834 results of malingering.
835 Section 19. The duties and powers of the state
836 advisory council, appointed under section nine N of
837 chapter twenty-three, shall likewise be applicable to
838 the Cash Sickness Advisory Council, appointed under
839 section nine of this chapter.

1 S e c t i o n  2. Section 91 of chapter 23 of the General
2 Laws is hereby amended by striking out paragraph
3 (a), as amended by section 4 of chapter 709 of the
4 acts of 1941, and inserting in place thereof the fol-
5 lowing: -
6 (a) There shall be in the department, but not sub-
7 ject to its direction, a division of employment se-
8 curity, in this and in sections nine J to nine N, in-
9 elusive, called the division, which shall be under the

10 supervision and control of a director, in said sections
11 called the director, who shall be appointed by the
12 governor, with the advice and consent of the council,
13 for a term of five years. He shall administer the pro-
14 visions of chapter one hundred and fifty-one A and
15 the provisions of chapter one hundred and fifty-one C.
16 The director shall devote his whole time in office
17 hours to the duties of his office and he shall not serve
18 on any political committee of any political party.
19 Said office and the incumbent thereof shall not be
20 subject to chapter thirty-one and the rules and regu-
21 lations made thereunder.



1 S e c t i o n  3. Said section 91 of said chapter 23 is
2 hereby further amended by striking out paragraph
3 (b), as amended by section 35 of chapter 591 of the
4 acts of 1946, and inserting in place thereof the fol-
5 lowing:
6 (b) The director shall receive a salary of twelve
7 thousand five hundred dollars.

1 S e c t i o n  4. Said section 91 of said chapter 23 is
2 further amended by inserting the following:
3 (c) The medical aspects of the Cash Sickness Com-
4 pensation Act shall be under the supervision and con-
5 trol of a Medical Director, who shall be a physician
6 licensed under the laws of the Commonwealth, and
7 who shall be appointed by the Governor, with the
8 advice and consent of the council for a term of five
9 years. The Medical Director shall devote his whole

10 time in office hours to the duties of his office and he
11 shall not serve on any political committee of any
12 political party. Such office and the incumbent
13 thereof shall not be subject to chapter thirty-one and
14 the rules and regulations made thereunder. (1) The
15 Medical Director shall, subject to the approval of
16 the director of the division, establish such regula-
17 tions as are necessary for the administration of the
18 Cash Sickness Compensation Act. (2) The Medical
19 Director shall receive a salary of eighty-five hundred
20 dollars.

1 S e c t i o n  5. Section 9J of said chapter 23, as ap-
2 pearing in section 1 of chapter 20 of the acts of 1939,
3 is hereby amended by inserting after the letter “ A ”
4 in line 8 the words: —  and of chapter one hundred



5 and fifty-one C, —  so as to read as follows: — Sec-
6 tion 9J. The director may adopt, amend, alter or
7 repeal, and shall enforce, all such reasonable rules,
8 regulations and orders as may be necessary or suit-
9 able for the administration and enforcement of chap-

10 ter one hundred and fifty-one A and of chapter one
11 hundred and fifty-one C. Such rules and regulations,
12 and any amendments, alterations or repeals thereof,
13 shall, so far as they affect the property rights of any
14 class of employers or employees, be subject to the
15 approval of said state advisory council, and shall,
16 upon the filing with the state secretary of a certified
17 copy thereof and a certificate that they have been
18 approved by said state advisory council if subject to
19 such approval, have the force and effect of law.
20 Copies of such rules and regulations, and amend-
21 ments, alterations and repeals thereof, shall be pro-
22 vided by the director for public distribution. The
23 director may make any expenditures, subject to ap-
24 propriation, require any reports and take any other
25 action, necessary and suitable to carry out the pro-
26 visions of said chapters. He shall make an annual
27 report to the governor and to the general court cov-
28 ering the administration and operation of said chap-
29 ters during the preceding fiscal year, together with
30 such recommendations as he deems proper.

1 S e c t i o n  6. Said chapter 23 is hereby amended
2 by striking out section 9K, as amended by section 1
3 of chapter 610 of the acts of 1947, and inserting in
4 place thereof the following:
5 Section 9K. Appointees and Employees. Sub
j e c t  to appropriation, the director may appoint and 
7 employ all deputy or assistant directors, one of whom



8 shall be designated to be the labor relations repre-
9 sentative, two of whom shall be designated as assist-

10 ants to the medical director, officers, accountants,
11 clerks, secretaries, agents, investigators, auditors and
12 other officers and employees, necessary for the proper
13 administration of chapter one hundred and fifty-
14 one A and of chapter one hundred and fifty-one C.
15 All persons so appointed or employed shall be selected
16 on a non-partisan merit basis, subject to chapter
17 thirty-one and the rules and regulations made there-
18 under, and also subject to such rules and regulations
19 consistent therewith as may be adopted by the di-
20 rector. The director shall not appoint or employ
21 any person who is serving as an officer or committee
22 member of any political party. The director shall
23 fix the duties of all persons appointed and employed
24 by him, and may authorize any such person to per-
25 form such duties, functions and powers of the di-
26 rector as may be necessary or suitable for the proper
27 administration and enforcement of chapter one hun-
28 dred and fifty-one A and of chapter one hundred and
29 fifty-one C. The director may, in his discretion,
30 bond any person handling moneys or signing checks
31 thereunder.

1 Section 7. Section 9L of said chapter 23, as
2 amended by section 6 of chapter 709 of the acts of
3 1941, is hereby further amended by adding at the
4 end the following paragraph:
5 There shall be in the division, subject to the su-
6 pervision and control of the director, a bureau of
7 cash sickness insurance in charge of one of the depu-
8 ties or assistants appointed under section nine K and
9 designated by the director. It shall have control of



10 the establishment, maintenance and operation of the
11 cash sickness compensation program under the pro-
12 visions of chapter one hundred and fifty-one C.

1 Section S. Section 9M of said chapter 23, as ap-
2 pearing in section 1 of chapter 20 of the acts of 1939,
3 is hereby amended by inserting after the letter “ A ” ,
4 in line 7, the words: —  and of chapter one hundred |
5 and fifty-one C, —  so as to read as follows: — Sec-
6 tion 9M . The director shall divide the common-
7 wealth into employment districts. Subject to ap-
8 propriation, he may establish and maintain such
9 additional free public employment offices as he may

10 find necessary, and may further establish such branch
11 or local offices within each district as he may find
12 necessary or convenient for the proper administra-
13 tion of chapter one hundred and fifty-one A and chap-
14 ter one hundred and fifty-one C. Each district office
15 shall be in charge of a district superintendent. Each
16 branch or local office shall be in charge of a branch or
17 local manager. Said district and branch or local
18 offices shall be available for the payment of benefits,
19 presentation of claims, registration of the unem-
20 ployed, action to procure employment for the unem-
21 ployed, and for the proper administration of said
22 chapter.

1 Section 9. Section 9N of said chapter 23, as ap-
2 pearing in section 36 of chapter 591 of the Acts of ^
3 1946, is hereby further amended by adding at the
4 end the following:
5 (c) There shall be in the division, but not subject
6 to the control of the director, a Cash Sickness Ad-
7 visory council of ten members, citizens of the com-



8 monwealth, to be appointed- by the governor, with
9 the advice and consent of the council, to consist of

10 the following: Four representatives of labor, two
11 representatives of employers, two representatives of
12 the insurance industry, and two representatives of
13 the medical profession; and the commissioners of
14 insurance and labor, for the time being, and the
15 director of the division. The governor shall from
16 time to time designate as chairman one of the mem-
17 bers. Of the members originally appointed, one of
18 each of the aforesaid groups shall be chosen for a
19 term of four years, and the remainder for a term of
20 six years; and thereafter as their terms expire the
21 governor shall, with like advice and consent, appoint
22 members for the terms of six years. Vacancies shall
23 be filled by appointment by the governor, with like
24 advice and consent, for the remainder of the un-
25 expired term. All members shall serve until the
26 qualification of their respective successors. Each of
27 the members of the council shall receive the sum of
28 twenty-five dollars as compensation for each day’s
29 attendance at meetings of the council; provided
30 that the total amount paid hereunder to any such
31 member shall not exceed fifteen hundred dollars in
32 any period of twelve months. The council shall
33 meet at least once a month, but not more than sixty
34 times a year. Members of the council shall receive
35 their travelling and other necessary expenses in-
36 curred in the performance of their duties. The
37 director shall provide for the council suitable quar-
38 ters and such clerical and other assistance as the
39 council may deem necessary. Said offices and the in-
40 cumbents thereof shall not be subject to chapter thirty-
41 one and the rules and regulations made thereunder.



1 S e c tio n  10. Paragraph (b) of section 50 of chap-
I ter 151 A, as appearing in section 1 of chapter 685 of
3 the acts of 1941, is hereby amended by inserting after
4 the word “ All” , in line 1, the word: —  such, — so as
5 to read as follows:— (b) All such money in the
6 clearing account after clearance thereof, and except- 
‘ ’nK payment of refunds as provided in sections eight- 
S een and forty-eight, shall be deposited by the state 
9 treasurer immediately with the secretary of the

10 treasury of the United States of America to the
II credit of the account of the commonwealth in the
12 unemployment trust fund, established and main-
13 tained pursuant to section nine hundred and four of
14 the Social Security Act, as amended, any provisions
15 of the general laws relating to the deposit, adminis-
16 tration, release or disbursement of moneys in the
17 possession or custody of the commonwealth to the
18 contrary notwithstanding.

For the committee,

Sen . W ILLIAM  E. WHITE.
Se n . W ILLIAM  C. GEARY.
R ep. JOSEPH T. CONLEY.
R ep. MARIO UMANA.
R ep . JAMES L. O’DEA, Jr.
R ep . JOHN F. THOMPSON. 
R ep. JOHN G. CURLEY. 
ARTHUR ROSEN.
JOHN CALLAHAN.
JOHN CARROLL.



M IN O R ITY  REPORT SENATOR SUMNER G. 
W H ITTIER.

I. There are two fundamental problems involved in cash
sickness:

1. Should there be a Cash Sickness plan or nothing'.’
2. If there is to be a plan, what plan is best for the 

people of Massachusetts?

II. Should there be a Cash Sickness plan?

This is probably the most basic question of all, and 
yet it was not really considered by the Commission, for 
the reason that opinion among commission members, for 
Cash Sickness in some form was almost unanimous.

However, there is a case to be made against any Cash 
Sickness plan. Or perhaps there are two general sets of 
arguments against it. One is the much debated question 
involving state control, socialism and paternalism. I do 
not intend to argue that case here; it has been and is 
being widely discussed in relation not only to Cash Sick
ness, but to many other programs.

But there is another argument, which is not so much 
against Cash Sickness as against Cash Sickness now. 
Some one on the Commission should state that case, for 
it is of grave importance.

The demand and the need for Cash Sickness must be 
balanced against the cost. Statistically there is no way 
to measure the need or demand on the part of the public 
for Cash Sickness with exactitude. In terms of human 
beings every one of us knows of worthy cases. A worker 
pressed by the high cost of living, who has little or no 
reserve, has only his hours of labor and his weekly salary 
to give to the support of his family. Illness can mean 
great tragedy; the accumulation of a large debt may de
mand a lifetime of toil to repay, and may mean the sacri-



fif e of manj benefits to which each deserving family is 
entitled, education for the children, a decent home, and 
proper food.

Against the need of this sick worker whose livelihood 
has been endangered must be measured the cost. I do 
not mean the cost in mere money, or mere millions, I 
mean the cost in human effort, for money is, after all, 
the trinket we use as a symbol for toil and as a medium 
of exchange. I he millions of dollars involved to provide 
Cash Sickness payments represent sweat and toil and I 
tears, for some worker must reduce his take-home pay to 
carry his needy brother. Some employer has to work 
harder and produce more in order to absorb the cost. It 
is a real and a human cost, if not a dramatic one.

M y concern is not with the great corporations which 
already have a plan, —  those companies will survive all 
right. M y concern is with the little business, the GI 
with his small earnings invested, the corner druggist, the 
little manufacturer.

Certainly the one, or two, or forty workers in each of 
these enterprises should be protected by Cash Sickness as 
well as the employees of the big concerns — but what if 
this added cost forces one or two of them out of jobs?

How many little businesses have failed recently? How 
many G I’s have lost their invested savings? How many 
companies are just getting by in Massachusetts? Their 
number is legion . . . and what hurts one of these hurts 
its employees. If we provide Cash Sickness payments at 
the cost of jobs, is it good or bad? That is the question 
which must be balanced and weighed in terms of human 
need and human cost.

It is not enough to consider a Cash Sickness program 
by itself; it must be considered against the entire pattern 
of employment in Massachusetts, of taxes and of other §> 
programs, of the economic health of the State. These 
factors vary from time to time and the scales may change 
with the years. If we are considering Cash Sickness now, 
what of the condition in Massachusetts nowf 

If factories are closing and jobs become more difficult



to get, those who suffer most and those who suffer first 
are the minority groups, fhe handicapped; the very 
young, just out of high school and college, anxious to 
marry and settle down to steady income and home and 
family; the less efficient worker; and the aged worker 
who needs his job more desperately than ever but finds 
himself wandering about unable to find money to provide 
bread for his family table. It is not hard to turn these 
human examples into statistics for such communities as 
Fall River, New Bedford and Lawrence.

What of the economic health of the Commonwealth? 
The present Governor says it is excellent.1 The General 
Counsel for Associated Industries of Massachusetts says 
it is not, and that industry in Massachusetts suffers com
petitively.2 Wherever the truth may lie, I as a member 
of the Commission have listened to taxpayers and citizens 
of the Commonwealth state time and time again that 
Massachusetts industry’s position is not favorable.

Parts of Massachusetts have been marked in the past 
year by the federal government as critical unemplojrment 
areas —  our economy is expanding, but it is not expanding 
rapidly enough to absorb all the young men and women 
pouring into that market or to hold the increasing num
ber of elderly persons who want and need positions.

The federal govenment, which employs thousands in 
this State, has let many go. The State, without naming 
it “ pump priming,”  as such, has poured millions of dol
lars into employment; in road programs a one hundred 
million; the Port of Boston dock construction, the air
port, the Mystic River bridge, the M TA East Boston 
extension, and innumerable other projects. This “ pump 
priming”  has kept the situation from being much more 
serious than it is.

It seems to me that we must remember that Massa
chusetts is an ancient and proud State. Whatever may

1 See remarks o f  G overnor Paul A. D ever at the 25th New England Conference, Boston, 
N ovem ber 17, 1949.

2 See statem ent issued b y  Jarvis H unt, General Counsel. Associated Industries o f Massa
chusetts, M arch 3, 1950.



be the facts of yesteryear, today agriculture and fishing 
can support 110 more than 5 per cent of our people. Our 
fuel and power costs are higher than the national aver
age; we are a long way from the sources of supply; 
many of our principal cities are dependent upon an un
certain single'mdustry; we have square miles of obsolete 
industrial plants; and our wealth is easily reached by the 
long grasping hand of the federal government.1

Where, then, does our wealth lie? It is in the intelli
gence and brilliance of Massachusetts workers, scientists 1 
and management.2 W hy have the fields of electronics, 
radiation and plastics been centered in the Common
wealth? Why can the President of Massachusetts Insti
tute of Technology say that Research Row on the Charles 
has probably the highest concentration of scientific, en
gineering and research talent in the world? There is 
Massachusetts’ great strength. Massachusetts is strong 
in the financial and insurance fields and in that part of 
industry that is engaged in assembly and conversion.

There is reliable evidence that in the calendar year
1948, 124 manufacturing companies wrent out of business 
in Massachusetts, and with them the employment of 
13,370 industrial workers. Preliminary reports for the 
calendar year 1949 do not indicate that conditions have 
improved. Reliable preliminary reports indicate that in
1949, 130 companies employing over 18,000 workers 
moved out of the State, closed or failed. At the same 
time, 114 new companies employing 2,505 persons en
tered business in the Commonwealth. The net loss is, 
then, in excess of 15,800 jobs last year. It also appears 
that another 40,000 jobs were lost through a reduction in 
business volume. Within the past two weeks evidence 
has been presented of the removal of more shoe and 
leather factories from the Commonwealth.3 Whatever fk 
the cause, we do know that the taxes paid by Massachusetts

1 See “ Watch the Yankees” , Hedley Donovan, “ hortune , March 1950, p. 7».
- See “ Boston Herald” , April 23, 1950, “ The Future of New England ” , statement of Lincoln

Filene.
; See ‘ ‘Boston Post” , April 13, 1950.



residents in 1950 have fallen off by $39,000,000 as com
pared to 1949. Massachusetts incomes were taxed by 
the federal government $382,823,062 in 1949, and $343,- 
539,426 in 1950.1

We must ask ourselves of what avail is the introduction 
of a new concept of social insurance at this time if the 
worker has 110 job. Unemployment today in Massachu
setts borders on the critical —  a program that adds a 
new tax to industry, a new burden on employers, will cer
tainly not help to relieve the extremely serious condition.

Of the 420,509 who drew unemployment benefits at 
some time during the twelve months ended March 31, 
1950, 38.4 per cent, or 161,487, were unemployed for a 
sufficient length of time to exhaust totally their benefit 
rights. That jobs for these persons are not forthcoming 
is indicated by the 73,600 new claims filed in the first 
week of the new benefit year starting April 1, 1950, and 
this figure will undoubtedly increase to over 100,000 by 
the end of April —  all of these in addition to the 70,900 
claims carried over from the previous benefit year. In 
NewT Bedford alone, 11,232 claimants totally exhausted 
their benefit rights during the 1949-1950 benefit year — 
in Lowell, 6,886, and in Lawrence the number reached 
13,625.

Re-employment hopes of this vast group of workers 
may be endangered by the introduction at this time of 
any legislation that imposes new taxes on employers. 
The year 1950 opens a critical period for Massachusetts 
industry. In addition to the $16,000,000 additional taxes 
imposed by the increase in federal social security rates, it 
is expected that the 1950 state unemployment tax bill 
will rise from $44,172,000 to $65,000,000 — in 1951 un
employment costs will rise still higher, to $83,000,000.

Before embarking on any new tax program, consider 
first the dismal picture presented by the present condition 
of our Unemployment Compensation Fund. At the end 
of 1949 there was a balance of $107,342,712 in the fund.

See "B oston  G lobe” , April 14, 1950.



By April 7, 1950, this balance had dropped to $91,078,974. 
Although 1950 will bring in contributions and interest 
earnings totaling $67,000,000, a conservative estimate 
places 1950 benefit payments at $105,000,000 — a net 
decrease in the fund of $38,000,000. The 1949 benefit 
payments represented 3y 2 per cent of taxable pay rolls. 
No relief appears in sight despite the expected tax rise to 
2.7 per cent. Obviously, this condition cannot continue 
for long. Before considering new taxes for Cash Sickness, 
it would seem highly advisable to attempt to determine 
what additional costs are going to be inflicted on employ
ers (and possibly employees) to save the unemployment 
fund from catastrophe.

How many of our smaller employers are aware of the 
tax bill in store for them that is contained in President 
Truman’s special Easter message to the Congress urging 
special consideration of a bill to extend the Federal Un
employment Tax Act? Consider the portions of this 
federal bill that would require States to provide minimum 
weekly unemployment benefits of $30, and in the case of 
an individual with dependents, not less than $42 or 70 per 
cent of average wage. Present safeguards for separations 
due to misconduct or voluntary quittance will go by the 
board. The present tax base of $3,000 per individual 
worker will be raised to $4,800. The increase in the tax 
base alone will result in a 50 per cent rise in the employers 
present Federal Unemployment Tax.

To all this, consider the increased costs to employer 
and worker alike by H. R. 6000, the pending amendments 
to the Social Security Act that seek to increase the tax 
base from $3,000 to $3,600.

Part of the Cash Sickness payments may well come 
out of the worker’s pay envelope. In today’s economy 
with inflationary prices there are few workers who can 
afford to take additional cuts in take-home pay. Social 
Security taxes now take l lA  Per ceut from the worker 
(part of which was added this year). A return to the 
1 per cent tax on employees for Employment Security 
may be in the offing (several bills were filed in the 1950



Legislature to do just this). Further income taxes, and 
pension or retirement plans have cut down considerably 
on the take-home pay. Other federal plans and proposals 
would increase the contributions to 18 per cent for security 
programs. How swiftly should new taxes be levied on 
pay rolls of the workers? Is this the moment to hit the 
pay-roll envelope again?

It seems that the first job the Governor and the Legis
lature have is to face squarely the problem of making 
the Employment Security program financially sound. It 
will injure employer and worker alike to sandbag business 
with any more sudden and heavy taxes. The failure to 
consider the approaching bankruptcy of the Employment 
Security program, with even an implied threat that at 
some time the fund may be exhausted and workers may 
be without these promised moneys, constitutes a wanton 
neglect on the part of the present administration and 
Legislature amounting almost to misfeasance in office. 
Report after report1 has indicated the need.

The tax problem for Massachusetts business to be 
viewed fully must include the fact that last year the 1949 
General Court passed tax increases in the amount of 
$25,000,000, the 1950 Legislature is requested to renew 
the V/2  per cent temporary tax on corporations, and pass 
a $5,000,000 abandoned property tax in addition. Next 
January millions in temporary taxes will have to be re
newed, and 30 to 35 millions in new taxes added to bal
ance the budget. Quite probably the tax on unincor
porated business, defeated last year, will be requested 
again. Gasoline taxes which mean increased cost to 
nearly every business concern are due to be doubled within 
a year or two. Consider what this last means; for ex
ample, to transport companies in the New Bedford area.

Real estate taxes are everywhere in sharp ascendency.
With the appalling picture at the present time, and 

with an even more awesome portrait looming for Massa
chusetts, we must ask ourselves what will all of these in-

‘ E vans Com m ission R ep ort, 1948; W hittier Com m ission Report, 1949.



creased costs do to the worker in Lawrence, Fall River, 
New Bedford and the rest of Massachusetts? The list 
of concerns that have left New Bedford, Fall River, Low
ell and even Cambridge is long. Symptomatic of the 
difficulties are these two facts: (1) the State has created 
a board to attempt to create employment in New Bed
ford; and (2) the State has a legislative commission now 
studying the reasons why textile mills are leaving our 
State and moving to the South. Their conclusions will 
be interesting.

However worthy Cash Sickness may be, can we afford 
any new programs and new costs now? How seriously 
will it threaten business and the jobs business represents? 
These are the questions which must be asked in the in
terest of the businessman, big and small, and in the in
terest of the jobholder and jobseeker in our State.

Further, through a delay of a Cash Sickness program, 
Massachusetts can benefit by gaining experience while 
watching other States operate their programs, all of 
which are relatively new, so that when a program is en
acted here we can pass a better law.

III. The second major question is if there is to be a plan, 
what plan is best for the people of Massachusettsf

Whether delay is wise or not, I believe that the mood 
of the Legislature makes the enactment of a Cash Sick
ness program inevitable. Therefore I would consider my 
job but half done if I were not to present my views on 
the several approaches to Cash Sickness if it is to be 
enacted this year, or in the innnediate years to come.

Therefore these questions must be asked —  not what 
is best for any one interest or any one group —  but what 
is best for the greatest number? What program will give 
the Massachusetts worker the greatest coverage? What 
program will cost least? What program will injure jobs 
the least?



IV. What of the Alternativest
I would consider my job but half done if I did not pre

sent my views on the several approaches to Cash Sickness 
if it is to be enacted.

A. The Exclusive State Fund —  The Federal Ap
proach. —  I am opposed to a federally sponsored exclu
sive State Fund. House, No. 2591 of 1949, the first at
tempt, was so carefully modeled after the federal bill 
that by inadvertence some of the language applicable to 
federal legislation alone was left in.

At the time that I am writing my opinion, I have not 
seen the majority report, but I know much of its contents. 
Why? Because the Federal Planners for Massachusetts 
have written a booklet entitled “ Temporary Disability 
Insurance Problems in Formulating a Program Admin
istered by a State Employment Security Agency” , Re
vised Edition, 1949, Federal Security Agency, Washing
ton Security Administration, Washington, D. C. The 
second source of our information is the remarks of Mr. 
Sol Chick Chaikin made before the Commission in Spring- 
held, Massachusetts, on November 16, 1949.

In the following section I shall list the arguments of the 
Federal Planners and my answers to them.

The Federal Security Agency argues that the exclusive 
state fund is preferable, fo r :

1. We must socialize the risk:
(a) This is argued on the basis that a standard pre

mium must be charged regardless of age, sex, occupation, 
hazards and stability of employment.

(b) I am opposed to this because it does not give em
ployees an incentive to maintain healthy working condi
tions. Note too that no state fund for Workmen’s Com
pensation has socialized the risk.

2. We gain economy:
(a) The Federal Planners say that the Unemployment 

Insurance structure can be enlarged to cover Cash Sick
ness with a minimum of cost.



(b) Monsignor O’Gradv expressed my position when 
he said that experience in the administration of Unem
ployment Insurance is not a qualification for the adminis
tration of disability benefits. To determine whether a 
man has a job is simple in comparison with determining 
whether he is ill. In Ohio where there exists an exclusive 
State Fund for Workmen’s Compensation not only are 
administration costs higher but employers are forced to 
employ “ service bureaus”  to negotiate with the admin
istrators of the fund.1 1

(c) It has been suggested that we write into the law a 
limit of 6 per cent for administrative costs under the state 
fund arrangement. If emergencies or even ordinary ex
perience forced expenditures above that point, what then?
Stop the program or violate the law?

(d) What of the hidden costs of administration that do 
appear directly in the budget of a division or department, 
such as the costs of Personnel and Civil Service?

3. We gain simplicity:
(а) The Federal Planners insist that an exclusive State 

Fund is simpler in administration.
(б) The Rhode Island law demonstrates that whatever 

advantages an exclusive State Fund could have, it does 
not include simplicity of administration. The Massa
chusetts Employment Security law is growing annually 
more complex, and last year “ baby Boards of Review” 
were added.

4. We stimulate the sale of private insurance by the 
insurance companies:

(a) This argument is predicated on an assumed analogy 
to the Old Age and Survivor Insurance program under 
the Federal Security Act which is alleged to have stimu
lated the sale of insurance. £

(5) The fact of the matter is that there is no such 
analogy. The chances of a man being over insured with 
life insurance are remote. On the other hand, the possi-

1 State Monopoly of Com pensation Insurance, Laboratory Test o f Governm ent in Busi
ness’ ', W. W. Green, P. C. A. S., SS III, p. 1; P. C. A. S., SS V I, pp. 130 and 216.



bility of malingering increases substantially when sickness 
benefits approach average earnings. Moreover, the evi
dence is clear that in Rhode Island at least the increase 
hi private disability coverage stems from two reasons, one, 
companies having plants in several states attempt to main
tain insurance standards in all states, and two, the pre
mium rate has increased because claim rates tend to in
crease when insurance coverage is purely supplemental.

5. We say in effect that private insurance must be 
driven out of business. Now let us look at the other side 
of the federal argument. The Social Security Agency and 
their local imitators say in effect that the insurance com
panies must be driven from the business. Let me list 
their arguments and my feelings thereon:

(а) Adverse Selection. —  1. They argue that because 
insurance companies are business enterprises and must 
show a profit, it is only to be expected that they will at
tempt to sell their plans to the groups having the best 
disability experience. The result will be that the private 
insurance companies will get the best risks and the state 
will be driven to take the poor risks.

2. To accept this premise, we must step away com
pletely from the American philosophy that an employer 
who is a bad risk should pay a higher premium than an 
employer who is a good risk. To accept this theory, we 
must accept the fundamental theory of the Social Security 
Planners, namely, the socialization of the risk. Fortu
nately, however, we are not driven to accept either of 
these premises. Even under a competitive fund plan, if 
the state insurance fund and the private companies can 
charge adequate rates, there is no incentive for adverse 
selection. When you charge a single premium and when 
you socialize the risk, then you cut the heart out of the 
employer’s incentive to improve working conditions, sta
bilize employment and provide adequate medical services, 
all of which have a real effect upon the employer’s dis
ability rate.

(б) Costs. 1. The Federal Planners argue that un



derwriting and adjudication costs in commercial insur
ance are higher than the costs under government. They 
argue that the State can run an exclusive state fund for 
roughly a cost of 5 per cent of contributions and that, in 
contrast, the administrative expenses, exclusive of fees, 
taxes and licenses for group insurance, represents 19 per 
cent of the premiums.

2. While it is quite true that the acquisition costs of 
companies writing Group Accident and Health Insurance 
is high, it is also true that most of this business is written 
by mutual insurance companies who operate at cost and 
stock companies who have to meet this competition if 
they are to stay in business. On the other hand, an ex
clusive state fund does less to prevent malingering and 
frequently grants benefits which duplicate other benefits 
issued by the State.

(c) Cost of supervising Private Insurance. — 1. The 
Federal Security Planners argue that where free enter
prise is allowed in the insurance business and an employer 
is authorized to choose a private carrier under a competi
tive fund, these plans must be reviewed and approved. 
They argue that this increases the administrative costs, 
thus reducing the benefits.

2. I believe that under an All-Private law, the admin
istrative costs to the State could be kept to a minimum. 
Under a competitive bill, much of the same would be true.

(d) Friction. — 1. The Federal Security Agencies argue 
that there will be frequent misunderstanding between the 
state agencies and employers or private insurance com
panies with respect to whether or not a worker not cur
rently working is covered by a private plan.

2. The answer is obvious that this problem has been 
met and solved in other States.

(e) Loss of Benefits. — 1. The Federal Security Agen
cies argue that benefits may be lost by an employee when 
he changes his employment from covered to uncovered 
employment.

2. The fact is that this problem has been adequately 
solved in other States.



(/) Discrimination in Hiring. —  1. The Federal Se
curity Agency argues that the existence of private plans 
may lead to discrimination against older workers or those 
with handicaps.

2. Actually, a worker is hired because of his produc
tivity and his availability. There has been no evidence 
in other States that such discrimination does exist as the 
result of a Cash Sickness plan.

I am opposed to any plan coming from anyone at any 
time which would injure present Accident and Health 
plans or stunt the growth of new voluntary ones. M y 
single greatest impression gathered from the testimony 
that I listened to as a member of the Commission was 
that management and many labor groups agree that 
present plans must remain in force. When I speak of 
labor, I speak of, for example, the representatives of the 
American Federation of Labor, Local #24578, and also of 
the following: Representatives of the United Mine Work
ers, representatives of the New England Telephone and 
Telegraph union, the Loom Fixers union, the union of the 
Boston Consolidated Gas Company and of the Bethlehem 
Steel Company.

There are a number of sound reasons as to why these 
plans must continue in existence. Some of these are:

(a) The exclusive state fund is wrong from a philo
sophical standpoint. I agree entirely with the Rt. Rev. 
John O’Grady, Secretary of the National Conference of 
Catholic Charities of Washington, D. C., when he said, 
“ This debate touches on some of the most basic problems 
in the relationship between the individual or the family 
and the State. Should we, as a matter of policy, promote 
a program which means that the individual or the family 
must look directly to the State to meet the problems that 
they cannot meet by their own efforts? . . .  I think that 
it is in accordance with my philosophy that we should 
sponsor and encourage industry.”

(b) The exclusive state fund always reduces all plans 
to the bare subsistence level.

(c) Private insurance companies cannot efficiently 
provide the benefits in excess of those prescribed by law.



(d) 1 he exclusive fund promotes malingering and 
political tampering.

(e) The exclusive state fund is too inflexible to cover 
industry properly. As I have noted above, the strength 
of Massachusetts from an economic standpoint is to a 
great extent in the diversity of its industries. The re
quirements insurancewise of the machine tool companies 
are entirely different from those of the needle trades and 
both of these are completely different from the require
ments of the highly-skilled electronics and plastic works 
found in the commonwealth. Private insurance has met 
these problems by devising coverages to fit the industry. 
Competition has cut these coverages to minimum cost.

B. The All-Private Insurance Company Approach. —
The second possibility is the so-called All-Private ap
proach which, in general, is the enactment of legislation 
whereby employers in the commonwealth would be com
pelled to purchase Cash Sickness insurance fqr their em
ployees or to act as self-insurers for their employees. In 
general, this theory follows the one which has typified 
Massachusetts in the past. The Workmen’s Compensa
tion laws and the Automobile Liability law of the com
monwealth rest substantially on these principles. I can 
see a significant difference, however, between compelling 
a person to insure the safety of persons against the use of 
a dangerous instrumentality on the highways or against 
accidents resulting out of employment on the one hand 
and against accidents arising outside the scope of employ
ment on the other. I feel that if an All-Private approach 
could be practicable and workable, it has significant ap
peal.

However neither Compulsory Automobile Insurance 
nor Workmen’s Compensation have been completely satis
factory. Automobile Insurance will appear on the ballot (| 
as a referendum question this fall, an indication at least 
that certain areas of the population are not completely 
content with this program.

I have not been a member of a commission studying 
Workmen’s Compensation and I am not qualified to dis
cuss that in as much detail as some of the other state pro-



grams, but every member of the Legislature has had occa
sion to follow through and observe the procedure and the 
settlement in many cases which involve constituents. 
Many legislators have come away with the feeling that it 
is not as satisfactory as might be.

There is a question of cost which is a serious one. Sur
veys made by Associated Industries and the testimony 
given before the Insurance Commissioner at the recent 
hearing on increase in rates would indicate that at times 
at least cost has been higher than necessary.

C. The Third Way. The Competitive State Fund. — 
I have discussed the two extremes, the all private and the 
exclusive state fund. I find that neither by itself is all I 
would desire if we are to have this program. There is, 
however, a third way, the competitive state fund.

This has several things to recommend it. First, it is 
compromise and if I correctly interpret the temper of the 
Legislature only a compromise can pass. Neither side 
can get all it desires, but each will gain something.

But second and far more important it is the best solu
tion because competition — if it is true competition — 
will correct the faults of the other two systems. One 
pitted against the other means that both must produce. 
This competition, if healthy and fair, can bring about the 
end most desired in any Cash Sickness program: the 
greatest possible benefits for the worker at the least pos
sible cost to those who must pay.

Here, however, the greatest care must be taken not to 
be led into confusion through a lumping of all competitive 
State Funds. The difference between the Rhode Island 
State Fund and the California type State Fund, and the 
New* Jersey type is actually more apparent than real. 
They represent the tax approach. On the other hand, the 
New York approach which is in essence an insurance pre
mium approach deserves more careful study.

1. Rhode Island, California and New Jersey:

Rhode Island and California utilized the so-called tax 
approach whereby a uniform tax is imposed to provide 
the same benefits to all disabled persons who are subject



to the law, regardless of the hazard or risk they present. 
Both states levied a 1 per cent employee tax on the first 
$3,000 of annual earnings. New Jersey used fundamen
tally the same approach imposing a uniform tax of %  of 
1 per cent on the first $3,000 of annual earnings on em
ployees, plus a [4 of 1 per cent tax on these earnings to be 
paid by the employer. The employer’s tax is merit rated; 
that is, it may be increased or decreased within limits 
according to the extent that benefits are paid to his em
ployees.

2. California and New Jersey:

The California Cash Sickness law 1 enacted in 1946, 
recognized the established interest which private enter
prise had in the field of accident and health insurance by 
permitting employers who did not wish to be insured by 
the state fund to provide the required benefits through 
“ Voluntary Plans” either through self-insured, or, as is 
more common, by insuring with an admitted insurance 
carrier.2 Because of this feature, the California law has 
been labeled, however inaccurately, a “ competitive state 
fund” law as distinguished from the Rhode Island “ ex
clusive”  or “ monopolistic”  state fund.

Unfortunately, many of the features of the Rhode Is
land law have been carried over into the California law. 
The state fund is financed entirely by employee contribu
tions ; it uses the uniform tax approach so that employee 
groups are not charged according to the risk they present 
or the benefits they receive; employer interest is some
what lacking and benefits are based on the unemployment 
insurance formula.

The most significant innovation in the California law is 
the participation afforded to private enterprise, but the 
arrangement employed to permit such participation is il
logical and unworkable and, unless corrected, gives threat 
of the impending doom of the system.

rlo  have a “ Voluntary Plan”  a majority of employees 
must elect the plan in preference to the state fund, the

1 Article 10, U nem ploym ent Insurance A ct, ch. 81, Stats, of 1946.
2 Part 6 of Article 10, California U nem ploym ent Insurance Act.



cost to them must never exceed what they would other
wise pay to the state fund, and the benefits must be 
greater than those provided by the state fund. Controls 
are established to prevent insurance companies from 
selecting only the better risks.

To be competitive, the insurance companies must not 
charge more than the state fund, yet, unlike the state 
fund, they must provide greater benefits, and pay pre
mium taxes, other taxes, and acquisition expenses and, in 
some cases, dividends. Under this set-up their position 
can hardly be called competitive, nevertheless, as of 
March 1, 1950, there were 31,274 voluntary plans cover
ing 1,184,220 workers, over 45 per cent of the total num
ber covered the law. These facts prove the superiority of 
private enterprise in this field over a state-operated fund.

The outlook for the future, however, is far from bright. 
The state fund accumulated a surplus and the legislature 
has increased the benefits and will undoubtedly raise them 
again if surplus in the state fund continues to accumulate. 
The Voluntary Plans must continue to meet each increase 
and also provide additional benefits. Eventually, the 
insurance companies, despite superior performance, will 
be forced out of the picture as a result of the competitive 
disadvantages under which the law forces them to oper
ate, or else the state fund will operate at a deficit as a 
result of the increased benefits and the insurance compa
nies will be accused of making exorbitant profits.

The New Jersey Temporary Disability Benefits Law 
enacted in 1948 is a “ competitive state fund” type of law 
patterned after the California law. In it a few of the de
fects found in the California law have been eliminated. 
The “ greater than state fund benefits” provision has been 
dropped and employers share in the cost of the program, 
but in general this law is subject to the same criticism that 
has been made in the California law, and the state fund 
operation, like California’s, has inherited most of the fail
ings of the Rhode Island plan.

Before concluding our study of the California and New 
Jersey laws it is significant to note that the insurance



companies voluntarily pay benefits based upon current 
wages, guaranteeing under requirements of the law, that 
the benefits will never be less than those the employee 
would have received from the state fund. In both states 
benefits for disability during unemployment are paid by 
the state fund and the cost apportioned to the insurance 
carriers if the employee was covered by a Voluntary Plan 
before becoming unemployed.

3. New York: ^
The New York Disability Benefits Law, enacted in 

April of 1949, is the product of the cooperative efforts of 
leaders in labor, management and the insurance industry 
who worked together to help the legislature frame what 
“ . . . in the judgment of experts is the finest bill for sick
ness disability yet adopted by any unit of government.
The many people who have contributed to the planning 
and drafting of this legislation are entitled to the warm 
gratitude of our people.”  1

The framers of the New York law profited from the ex
perience of other states in the field of Cash Sickness in
surance. They took a realistic approach to the problem 
of providing weekly benefits for workers during periods of 
temporary inability to work because of non-occupational 
accident or sickness. Perhaps the most significant ad
vances they made were to forsake the Unemployment 
Insurance law as the basis on which the disability law 
should be developed and gave sweeping recognition to 
existing programs of insurance.

An insurance premium approach was adopted as the 
method for financing the program rather than a uniform 
tax approach that had been utilized in other states. Un
der this arrangement employees contribute Vj of 1 Per 
cent of the first $3,000 of their annual earnings, subject t  
to a maximum contribution of $0.30 per week. The bal
ance of the cost of the program is borne by employers.
The benefits may be provided through self-insurance

G overnor D ew ey ’s message of approval. April 13, 1949.



(which experience has indicated only large employers find 
feasible), by purchasing the required benefits from an in
surance carrier or from the state fund. The law also pro
vides that programs of disability benefits insurance which 
were in effect at the time the law was passed can be sub
stituted for the benefits provided by the law. If the 
existing arrangement is the result of collective bargaining 
or an agreement with the employees it may be accepted 
as it stands, otherwise it must provide benefits which are 
in the aggregate at least as favorable as the benefits pro
vided under the law. Thus, the law utilizes all possible 
means of providing the required benefits and does not 
interfere with existing arrangements.

Benefits under this law are equal to x/i of the employee’s 
average earnings, up to a maximum weekly benefit of $26. 
An employee’s current earnings are used to make this de
termination of benefit rather than his past earnings. Due 
care was given to the drafting of this legislation so that 
benefit payments are not duplicated by the receipt of 
other disability benefits and are not payable if the em
ployee’s wages are continued. The loop-holes which 
existed in the Rhode Island law and to some extent in the 
California and New Jersey law have been closed to 
malingerers.

Benefits to persons who become disabled while unem
ployed are paid from the state fund and the cost of these 
benefits is met by a 1/10 of 1 per cent of earnings tax, 
shared equally by employer and employees, levied from 
January 1, 1950, to July 1, 1950. Thereafter, the fund 
providing benefits to the disabled unemployed will be 
replenished by assessments levied upon insurance carriers 
who are providing benefits under this law.

The state fund which has been created under this law 
is an adjunct to the state fund which was created under 
the Workmen’s Compensation Law. It operates in the 
same fashion as an insurance company. It charges rates 
which are determined in accordance with the risk which 
the particular employee group presents. It is subject to



the same premium tax as is levied upon insurance carriers 
and must pay for its own administrative expenses, except 
those which are attributable to operating the disability 
during unemployment fund. Since the law placed the 
obligation upon the employer to make the required pro
vision of benefits, the state fund does not automatically 
insure employers who do not self-insure or become insured 
by an insurance carrier.

Thus, the State Fund competes on an even basis with 
the insurance companies. It has no hidden subsidies or 
unfair advantages and it effectively provides a source of 
competition which private enterprise must meet or better 
if private enterprise is to stay in the picture. To a limited 
extent it represents government in business but the point 
to which this venture of government into business will 
reach will be determined by how effectively or ineffec
tively private enterprise operates in free competition 
with it.

I have tried to write into this paper my convictions on 
this matter. I am aware that the minority members of 
the commission quarrel with the thought of any state 
fund, even competitive. They believe that the intrusion 
of government into the field of private enterprise is un
desirable. Generally I too hold that concept, but there 
are proper places for government intrusion. We already 
enter the area of government intrusion when we compel 
all employers to accept Cash Sickness whether they wish 
it or not —  and most of them do not. The question of 
government intrusion becomes then one of degree, for not 
one report of this entire commission is really totally 
against government intervention. The only logical po
sition if you hold you are against government intrusion 
is to be against any compulsory system.

I want to point out quickly that I am not too far away 
from the minority in my basic thinking. No state has yet 
adopted the all private plan such as the minority recom
mends. Even the New York system has not yet gone into 
effect and will not until July 1 of this year, and as I



pointed out earlier a delay on the part of Massachusetts 
would certainly give our state a chance to gain valuable 
experience.

Certainly, however, it seemed to me that some member 
of the Commission should at least describe Cash Sickness 
against the background of the state tax and Employment 
Security picture as a whole in discussing Cash Sickness 
NOW or later, and someone surely should make the case 
for what is the most recent — and therefore based on the 
greatest fund of experience — and in the opinion of many 
the best of any of the laws to date, if it is assumed that 
each law has been progressively better.

Although I have here expressed my preference I could 
comfortably and with good conscience accept an all 
private approach under certain circumstances.

S u m m a r y .

The basic question of whether there shall be Cash Sick
ness or nothing was never argued by the commission be
cause the overwhelming sentiment inside the commission 
was for some form of a cash sickness program. However, 
even though political realities appear to make a Cash 
Sickness program in Massachusetts inevitable, there is 
an extremely strong case which can be made against cash 
sickness now. With unemployment a problem, with 
business being attracted to other states, with the Em
ployment Security program teetering on bankruptcy, 
with taxes on worker and businessman alike pyramiding 
by millions the effect of new and added costs on workers 
and employers may drive more concerns out of the state 
and mean even less jobs. Cash Sickness must be weighed 
against jobs. If Cash Sickness is to pass at this session 
its starting date should be at least two years away until 
our citizens have had some chance to absorb taxes to 
which the federal, state and local governments have al
ready committed them.

There are three types of cash sickness, exclusive state 
fund, all private, and competing. The exclusive state



fund has serious drawbacks; all private has some short
comings although it is to be preferred to an exclusive state 
fund. The best solution might well be a competing system 
state fund versus private carriers. Out of that compe
tition if the bill is truly competitive can come the largest 
benefits to the greatest number at the least cost.

SUMNER G. WHITTIER.



REPORT OF ARTH U R D. CRONIN.

Appointed by His Excellency the Governor as the Repre
sentative of the Business of Insurance.

As a member representing the business of insurance, 
under chapter 63, approved August 22, 1949, to investi
gate and study the “ protection or insuring of employers 
and their families against non-industrial injury and non- 
occupational sickness” , I disagree most emphatically 
with the principles embodied in the majority report, with 
the single exception that I am favorable to the basic ob
jective that some legislation providing benefits for non- 
occupational disability be enacted at this session of the 
General Court.

From a purely philosophical point of view, I still enter
tain grave doubts as to whether disability incident to ac
cident or injury and arising from conditions independent 
of employment should be a matter of legal concern to the 
employer. However, having in mind the language of 
Governor Dever’s first Inaugural Message on this sub
ject, where he said, “ . . . there is far more unemployment 
traceable to illness than to economic causes except, per
haps, at the depths of great business and industrial de
pressions,”  I have felt it my responsibility as a member 
of a “ study”  commission to explore every aspect of this 
question not only from the philosophical point of view but 
from the economic standpoint as well.

The citizens of this Commonwealth are vitally inter
ested in doing all in their power to maintain the purchas
ing power of the individual. Benefits payable in the event 
of occupational accident or unemployment fill the gap 
caused by these two interruptors of the weekly pay check. 
If sickness is a greater contributor to “ lost”  wages than



these aforementioned circumstances, then logic compels 
that steps be taken to ameliorate its economic effects also.

Accordingly, on economic grounds I endorse the basic 
principle of the majority of the “ study” commission and 
again quote Governor Dever’s message: “ . . . that we 
create a sound workable system to provide our people 
with cash sickness benefits;”  but disagree entirely with 
the majority of the “ study” commission as to what con
stitutes “ a sound workable system.”

The majority report calls for the establishment of a 
monopolistic state fund for the payment of cash sickness 
benefits to be administered by the Unemployment Com
pensation Commission —  the revenue to be produced 
through the medium of a level pay-roll tax imposed upon 
both the employee and the employer.

I disagree on the following grounds:
(а) There is no conceivable justification for the en

trance by the government into any field of private busi
ness until it is amply demonstrated that private business 
is unable or unwilling to meet the challenges and to dis
charge the responsibilities involved.

(б) It is the primary function of government to make 
rules for the best interests of all. Regulation provides 
the rule under which “ free enterprise” operates, and is 
in complete harmony with the American tradition. Gov
ernment control is the assumption by public authority of 
the power to direct enterprise, and is the road that leads 
to national socialism.

(c) I conceive it as my responsibility to heed the voice 
of the greatest number. From the testimony of those 
who appeared before the Commission there is no tenable 
support for the conclusion that they wished the State to 
enter this field in an operating role. In fact, opposition 
to any suggested state operation was overwhelming. The 
only support for state operation emanated almost en
tirely from certain labor spokesmen. It is important to 
remember that the ranks of labor were far from united. 
The representatives of the United Mine Workers (pub
lic utilities), the workers of the Boston Edison Company,



the Boston Consolidated Gas Company, Bethlehem 
Steel, New England Telephone and Telegraph Company, 
the Loom Fixers Union, and many others, pleaded for 
the preservation of existing disability plans.

(d) The great majority of existing private plans pro
viding non-occupational disability benefits are part and 
parcel of over-all benefits, inclusive, of life insurance, sur
gical and hospital indemnity and other benefits, all cus
tomarily placed with the one private insurer as a package. 
The suggested divorcement of the non-occupational dis
ability benefits from the “ package”  will impose upon in
dustry additional and unwarrantable administrative bur
dens and expenses to the enhancement of the interest of 
no one, and to the possible accompaniment of an addi
tional danger that the employer will be constrained as a 
consequence to discontinue that portion of the package 
benefits that are not compulsory.

(e) The suggested level pay-roll tax in the majority re
port is in contravention of generally accepted insurance 
underwriting principles. Insurance, according to ac
cepted terminology, implies specific benefits supported by 
appropriate premiums and bulwarked by adequate re
serves.

(/) Dissent is registered with regard to the conclusion 
of the majority report to the effect that the administra
tion of any proposed law providing non-occupational dis- 
abilitj'- benefits fall within the jurisdiction of the Unem
ployment Compensation Commission. There is a vast 
area of difference between the merely mechanical matter 
of determining whether or not a worker is employed and 
the problems incident to the determination of whether an 
individual is physically capable of being employed.

The suggested creation of a medical division within the 
existing framework of the Unemployment Compensation 
Commission would seem to be an unnecessary duplica
tion of comparable facilities currently existing in the In
dustrial Accident Board, and the creation of this dupli
cation of comparable facilities would necessarily result in 
an area of conflict. While opinion is not unanimous, the



administrative problems that present themselves would 
seem to be those with which the Industrial Accident 
Board by training and experience is equipped to deal. 
Accordingly, it is my recommendation that the question 
of placing the administrative procedure within the juris
diction of the Industrial Accident Board be thoroughly 
and completely explored.

Sum m ary .

1. This member supports the principle of compulsory 
non-occupational disability benefits.

2. This member recommends the enactment of legisla
tion that will provide for “ all private”  plans, — that is, 
private insurers, self-insurers, employee mutual benefit 
societies, and other similar arrangements subject to ap
propriate qualification. As respects this particular prin
ciple and this principle only, he endorses House, No. 372, 
House, No. 2106, Senate, No. 482 and the “ all private” 
philosophy as appearing in separate report of Dr. Matthew 
Norton.

3. This member is in complete opposition to the sug
gested monopolistic state fund.

4. This member commends to the General Court care
ful consideration to the suggestion that the administrative 
agency be the Industrial Accident Board.

5. This member believes that what the people of this 
Commonwealth are seeking is a State of welfare — not a 
welfare State.

N ote . —  Support and amplification for the position of 
this member as set forth herein may be found in a “ State
m ent”  by Arthur D. Cronin, distributed to members of 
the Recess Commission, January 28, 1950. This state
ment has been privately reprinted and copies are available 
for distribution.

ARTHUR D. CRONIN.



M IN O R IT Y  REPORT —  CASH SICKNESS RECESS 
COMMISSION.

The undersigned members of the special commission ap
pointed under chapter 63, approved August 22, 1949, to 
investigate and study the “ protection or insuring of em
ployees and their families against non-industrial injury 
and non-occupational sickness,”  disagree most em
phatically with that portion of the majority report that 
calls for the establishment of a monopolistic state fund on 
the following grounds: —

(a) There is no conceivable justification for the en
trance by the government into any field of private busi
ness until it is amply demonstrated that private business 
is unable or unwilling to meet the challenges and to dis
charge the responsibilities involved.

(ib) It is the primary function of government to make 
rules for the best interests of all. Regulation provides 
the rule under which “ free enterprise” operates, and is 
in complete harmony with the American tradition. Gov
ernment control is the assumption by public authority of 
the power to direct enterprise, and is the road that leads 
to national socialism.

(c) We conceive it as our responsibility to heed the 
voice of the greatest number. From the testimony of 
those who appeared before the Commission there is no 
tenable support for the conclusion that they wished the 
State to enter this field in an operating role. In fact, op
position to any suggested state operation was overwhelm
ing. The only support for state operation almost entirely 
emanated from certain labor spokesmen. It is important 
to remember that the ranks of labor were far from united. 
The representatives of the United Mine Workers (public 
utilities), the workers of the Boston Edison Company, 
the Boston Consolidated Gas Company, Bethlehem Steel, 
New England Telephone and Telegraph Company, the



Loom Fixers Union, and many others pleaded for the 
preservation of existing disability plans.

(d) The great majority of existing private plans pro
viding non-occupational disability benefits are part and 
parcel of over-all benefits inclusive of life insurance, surgi
cal and hospital indemnity and other benefits, all cus
tomarily placed with the one private insurer as a package. 
The suggested divorcement of the non-occupational dis
ability benefits from the “ package” will impose upon in
dustry additional and unwarrantable administrative bur
dens and expenses to the enhancement of the interest of 
no one, and to the possible accompaniment of an addi
tional danger that the employer will be constrained as a 
consequence to discontinue that portion of the package 
benefits that are not compulsory.

With respect to this basic principle, the signatories 
hereto are in entire agreement. With regard to other as
pects of the majority report, and other phases of the field 
we were instructed to explore, we hold to varying views. 
Those views are independently experienced in separate 
reports.

ARTH U R D. CRONIN.
CLARENCE F. TELFORD. 
FRAN K  D. MCCARTHY.



M IN O R IT Y  REPORT OF ONE OF THE SPECIAL 
COMM ISSION ESTABLISHED UN DER RE
SOLVE S IX T Y -T H R E E  OF NIN ETEEN  HUN
D R E D  AN D FO R TY -N IN E , FOR AN INVES
TIG ATIO N  AND STU DY B Y  A SPECIAL 
COMMISSION RELATIVE TO TH E ESTAB
LISHM ENT AN D AD M IN ISTR ATIO N  OF 
CASH SICKNESS COM PENSATION.

As the member of the special commission as titled above, 
appointed by His Excellency the Governor, representa
tive of the medical profession, and as one of the minority, 
I respectfully submit a separate report, as follows:

I have conceived it to be my duty, as a member of the 
commission, to conform and correspond, as far as pos
sible consistent with my personal concepts of the rights 
of individual employees who labor, employers in busi
ness, and government, with the purposes of the resolve 
which are stated to be: “ For the purpose of making an 
investigation and study of so much of the subject matter 
of the Governor’s Address, printed as current (1949) 
House Document numbered 2691, as relates to the pro
tection or insuring of employees and their families against 
non-industrial injury and non-occupational sickness.” 
That document refers to so much of the Governor’s In
augural Message of 1949, in which he states in part, un
der the subject “ Plealth Insurance and Medical Care” :

Repeated and protracted illness, especially that which strikes down 
the family breadwinner, is the source, directly or indirectly, of two 
thirds of our cases of poverty. There is far more unemployment trace
able to illness than to economic causes, except, perhaps, in depths of 
great business and industrial depressions. The lack of prompt and 
adequate medical and hospital care during the first period of illness or 
non-industrial injury drags out the initial incapacity and consequent



absence from employment. Worse, yet, it gives rise to later conditions 
which are far more impoverishing than the original source of disability. 
The welfare of the State is directly affected, since the body politic can 
be no more sound than the health of its citizens. Industrial production 
is restricted and industrial efficiency is impaired. For that reason, 30 
per cent of our industries already provide some kind of health insur
ance for their workers. Some authorities estimate this percentage at 
a much higher figure. The costs and ravages of illness are the hazards 
least often provided against in family budgets. Accordingly, a system 
of compulsory health insurance for our industrial workers and their 
families should be established. In the case of the worker, himself, it 
should embrace disability compensation benefits equal to existing em
ployment security payments; it should provide the means of procuring 
in behalf of the worker adequate medical and hospital care by physi
cians and institutions of his own choice. The cost of this protection 
should be made by joint contribution of both management and the 
employee himself. Three States —  Rhode Island, California and New 
Jersey —  have already enacted laws making a provision against the 
hardships of unemployment due to sickness and non-industrial injury. 
There are wide differences among these three laws, although they are 
all designed to meet the same needs. I recommend that the Great and 
General Court investigate and study all three, together with any other 
pertinent material which may be brought to your attention to the end 
that in this session of the Legislature we may create a sound, workable 
system to provide our people with cash sickness benefits and insure 
their receiving adequate medical care.

The Legislature, acting in response to the above-quoted 
provisions of the Governor’s Inaugural Address, labored 
hard and earnestly, both in the Committee of Labor and 
Industries and in the House of Representatives, to put 
forth an ideal bill to carry out the Governor’s recommen
dations, but the proposals of the committee did not pre
vail in the House of Representatives.

On July 21, 1949, the Governor addressed the Honor
able Senate and the House of Representatives further in 
the matter (as contained in House, No. 2691 of 1949) and 
recommended enactment of a resolve establishing this 
Recess Commission to study and investigate health in
surance and cash sickness benefits; to report the results 
of its investigation and study, and its recommendation, 
together with drafts of legislation necessary to carry out 
such recommendations, and that it make its report so that



the current session of the Legislature can make available 
cash sickness benefits or health insurance at the earliest 
possible moment.

In his further address, the Governor stated that he 
recognized that the “ failure of the proposals to meet with 
approval of both the Senate and the House arose in large 
measure from its complexity, and differences as to detail 
which are not beyond satisfactory adjustment and from 
the fact that the subject is, as yet, little understood by 
the general public.”  His Excellency expressed the desire 
that to preserve the fruits of the long, arduous, devoted 
and able efforts already expended on the subject it could 
be studied further, and, at leisure, work out the diffi
culties which prevented the enactment of the measure 
previously considered by the process of study by this 
special commission, and which I have endeavored to do, 
for my part.

I have kept uppermost in my mind the conditions re
cited by the Governor in his address of July 21, 1949, in 
which he pointed out that the Commonwealth, by its 
Workmen’s Compensation Law protects the man who 
loses work as result of an accidental injury or an occupa
tional disease; that the Commonwealth, by its Employ
ment Security Law insures the payment of unemployment 
compensation benefits to the family of the breadwinner 
who loses his job by termination, a shutdown, a layoff, or 
other economic causes beyond his control, but that there 
is no provision for protecting or insuring employees and 
their families against an equal, if not greater hazard —  
that which arises from non-industrial injury and non- 
occupational sickness. He recited that consideration for 
the taxpayer compels recognition of the failure to protect 
workers against impoverishment attendant upon pro
longed illness, is one of the principal sources of welfare 
roles; that humanitarian concern forces acknowledgment 
that failure to provide such protection causes needless 
anguish, worry and suffering in the ranks of the workers; 
widely affects whole communities, and that some system 
of health insurance or cash sickness benefits would relieve



the burdens falling on the taxpayer by providing in ad
vance for compulsory savings or contributions against in
evitable non-occupational illness and injury, that by such 
system the savings of the thrifty could be secured and the 
dignity of those whose modest means prove unequal to 
the task could be preserved and make more secure and 
stable the economic organization of the Commonwealth, 
itself.

As a member of the medical profession and as a citizen 
of the Commonwealth, I dissent most vigorously with 
that portion of the report of the majority which recom
mends the establishment of a monopolistic state fund for 
providing these benefits.

I hold to the view that “ that people is best governed 
which is least governed,”  that government exists for the 
people and not the people for the government, that gov
ernment activity should be confined to “ regulation” and 
should not extend to “ control.”  I hold to the views that 
government should provide for the greatest good of the 
greatest number, that our country was made and became 
great through “ free enterprise”  which is the antithesis 
of “ communism.”  Adhering to the American tradition, 
I am of opinion that government should not enter into 
the field of the private insurance, until those authorized 
by law to transact insurance business under our laws are 
unable or unwilling to meet the challenge and to dis
charge their responsibilities. Our insurance laws enacted 
and perfected by our state government over a long period 
of years were designed to insure the good and welfare of 
the Commonwealth, and if, and so long as, persons are 
given the right and charged with the responsibilities of 
providing insurance under those laws and are properly 
regulated, that the system under those laws should be 
supported and maintained. Those laws were designed, 
among other purposes, to provide an answer to the prob
lem under consideration. A good example of those laws 
is the Workmen’s Compensation Law in operation for 
nearly thirty-eight years, which has met with the general 
approval and satisfaction of all concerned, which has been



improved through those years to furnish further benefits 
from humanitarian and economic considerations.

In the light of the foregoing, of that which I have heard 
and learned in the hearings held by the commission and 
from my own personal study, I append hereto, a bill for 
the consideration of the General Court. The purposes of 
the bill are fully set forth in its first section. In general, 
its provisions are consistent with the views I have ex
pressed herein and with the principle of private enter
prise in establishing a system of compulsory insurance to 
guarantee payment of the benefits it provides; it affords 
the right to certain employers to become self-insurers if 
they so choose, by furnishing adequate security; it affords 
the right to those employers who are required to insure, 
but who cannot obtain insurance, to nevertheless obtain 
insurance under a system authorizing the commissioner 
of insurance to assign rejected risks equitably among all 
insurance companies. It does not disrupt existing plans 
of health and accident insurance under which some em
ployers now provide the whole cost, or the cost with con
tributions from employees, provided, however, that such 
plans furnish benefits at least as favorable as those re
quired by the bill, if it shall become law; it provides for 
new such plans, as approved; and last and most impor
tant, it provides these benefits while the employee is de
prived of earning through non-occupational injury or 
illness, whether the same occurs while his employment 
continues, or while he is unemployed and to that extent, 
covers the present twilight zone in which an employee so 
deprived is not entitled to benefits under either the Work
men’s Compensation Law or the Employment Security 
Law.

In conclusion, I wish by this means to express my ap
preciation to His Excellency the Governor for appointing 
me as representative of the medical profession to this 
commission and express appreciation also to each member 
of the commission for their helpfulness to me. I have had 
the pleasure of associating and working with them toward 
a proper and just solution of the problem in hand, and



while I have disagreed with the majority views of some 
of the members and some of the views of others, I respect 
each and every one of them in the views which they 
maintain.

M ATTH EW  V. NORTON,
Member o f Commission.



M IN O R IT Y  REPO RT —  RECESS COMMISSION 
TO STU D Y SICKNESS BENEFITS.

This Commission was created by the General Court of 
the Commonwealth (chapter 63, Resolves of 1949, ap
proved August 22, 1949) to consist of three members of 
the Senate, appointed by the President, seven members 
of the House, appointed by the Speaker, and five persons 
appointed by the Governor, two to represent labor, and 
one each to represent industry, insurance, and medicine. 
The Commission was directed to study and investigate 
the protection or insuring of employees and their families 
against non-industrial injury and non-occupational sick
ness, and to file drafts of legislation to accompany its 
recommendations, if any. The sum of $20,000 was ap
propriated for its use.

The Commission held its organization meeting in the 
last week of October, 1949, and thereafter held hearings 
at the following cities and towns throughout the Com
monwealth : —

First hearing, Wednesday, November 2, 1949, State House.
Second hearing, Wednesday, November 9, 1949, State House.
Third hearing, Tuesday, November 15, 1949, Pittsfield.
Fourth hearing, Wednesday, November 16, 1949, Springfield.
Fifth hearing, Thursday, November 17, 1949, Worcester.
Sixth hearing, M onday, November 28, 1949, Lynn.
Seventh hearing, Tuesday, November 29, 1949, Lowell.
Eighth hearing, Wednesday, November 30, 1949, Lawrence.
Ninth hearing, M onday, December 12, 1949, New Bedford.
Tenth hearing, Tuesday, December 13, 1949, Fall River.
Eleventh hearing, Thursday, January 19, 1950, State House.

It traveled to New York on December 15 and 16, 1949, 
to attend the two-day Interstate Conference on Non-



Occupational Disability Program at the Hotel Astor, 
New York, New York.

The Commission conferred with the officials on the 
state and federal governments at Providence, Rhode 
Island, on January 5, 1950; at New York, New York, 
on January 9, 1950; at Trenton, New Jersey, on Janu
ary 10, 1950; and at Washington, D. C., on January 12, 
1950.

The time for filing the Commission’s report was set 
as the first Wednesday in February, 1950, and twice 
extended to the present date of April 17, 1950.

Subsequent to the closing of the hearings the Com
mission held a single executive session on April 5, 1950. 
At this time it was announced that the members of the 
Governor’s party from the House and Senate, the two 
representatives of labor appointed by the Governor, and 
the industry representative who was appointed by the 
Governor to replace the original industry representative 
who resigned, had joined in a majority report, and a 
statement to this effect was released to the press.

In substance, it was said, this report called for a com
pulsory, monopolistic state fund similar in most respects 
to House, No. 2591, the AFL-CIO proposal rejected by 
the House in the past session, the principal difference 
being that the majority report recommended that the 
joint employer-employee contribution be one-half of one 
per cent of wages, instead of one per cent. The report 
is not yet available, and the chairman has announced 
that it will not be until seven days before the filing day.

It is a matter of very real regret that the Commission 
has as a whole had no worthwhile opportunity to engage 
in a comprehensive, across-the-table discussion and analy
sis of the wealth of material the hearings had produced. 
To do so would no doubt take many hours, but the 
alternative lays the majority members of the Commis
sion open to the charges that their minds were at the 
outset closed, and that the majority report was from the 
beginning a foregone conclusion.

It may be well to consider briefly the background



leading to the creation of this Commission. The ques
tion of protecting the worker and his family against the 
hazards of non-occupational disability has long been a 
matter of concern. The steady growth of this protec
tion, arrived at by co-operation between employer and 
employee, is conceded. The question has been whether 
this growth could of itself be relied upon to satisfy the 
need.

Numerous bills seeking to deal with the subject have 
been filed in the past, and studies made, such as that of 
the Advisory Council of the Division of Employment 
Security in 1947. Notice was taken of the fact that 
other states were wrestling with the same problem. One 
or two ventured into the field with legislation, first 
Rhode Island, then California, and very recently New 
York and New Jersey. Dependable experience factors, 
however, were lacking.

In 1949, however, the AFL-CIO  threw their full 
weight behind a compulsory, monopolistic state fund, 
patterned after that of Rhode Island, calling for one 
per cent employee and one per cent employer contribu
tions. The Committee on Labor and Industries reported 
it favorably; it went to the House Committee on Ways 
and Means with other bills on the same subject, and was 
there rejected. At this hearing Air. Bellanger, repre
senting the CIO, stated that there was no room for com
promise, that it was to be the compulsory, monopolistic 
state fund or nothing.

The Ways and Aleans Report came to the floor of the 
House in the form: “ Shall this bill be rejected:’ ’ The 
bill in question was House, No. 2591, but included in the 
question were all the other trills representing different ap
proaches to this subject. The attitude of the proponents 
of House, No. 2591 precluded any amendment to it. This 
attitude was reflected in the House Ways and Means re
port, which by reason of House Rule 43 prohibited any 
discussion of the other bills which members of the House 
might have found more desirable. This record is pre-



sented in some detail in the hope that that same situation 
may not be again repeated, and that this year the mem
bers of the House may have the opportunity to discuss 
and debate the merits of not one bill alone, but of all the 
bills dealing with this subject.

The House, by a narrow vote concurred with the Ways 
and Means report, rejecting House, No. 2591, and this 
study was the result of a bipartisan demand for construc
tive action.

The primary question involved is whether the State 
should play any part in the development of this protec
tion for the worker. Undeniably, with the mutual co
operation of employer and employee, great strides have 
been made in providing and extending this protection. 
Many thousands of workers, at no cost to themselves 
enjoy sickness benefits more generous than those proposed 
in any legislation. Were it not for the uncertainty pro
duced by the possibility of legislation in this field, cover
age might have proceeded at an even more rapid pace. 
Good as the record is, however, it is the feeling of the 
majority, and a feeling in which I concur, that with the 
help of the State it can be and should be improved. The 
question that the Commission has been directed to study, 
therefore, resolves itself into a decision as to how the 
action of the State can be made most effective.

By their action in recommending a compulsory monop
olistic state fund the majority, including all the members 
of the Governor’s own party, turn their backs on the 
American way of individual and economic freedom, and 
take their places beside the planners of the socialistic 
state. By their endorsement of compulsion, by their rec
ommendation that the Commonwealth replace education 
and encouragement with force, they express their distrust 
of the ability of the average man to make his own deci
sions, and take this right away from him. By their in
sistence on state ownership and state administration of 
these funds, and that only, they demonstrate their con
viction that our system of private enterprise is incapable



of dealing with the problems of today. Knowingly or 
not, they are taking a long step down the road to socialism. 
It is a clear case of where actions speak louder than words.

Judging by our hearings, the people of this Common
wealth do not subscribe to the theories of the planners, 
and they do not endorse the compulsory, monopolistic 
state fund. In hearing after hearing, the Commission 
heard employers testify as to private plans now in opera
tion. Their extent cannot fail to impress. At the same 
hearings the Commission was urged, by the authorized 
spokesmen of the AFL and CIO, to disregard the interests 
of their union members. They told the Commission that 
their members were willing to pay costs, where now they 
pay none, and to accept benefits less than they now 
enjoy, for the sake of their less fortunate fellow workers. 
They challenged the suggestion that in speaking as they 
did they might not represent the real wishes of their rank 
and file.

Other spokesmen for labor, however, urged the Com
mission to give careful consideration to the preservation 
of existing plans, and not to recommend legislation that 
would decrease their benefits or increase their costs. 
Among these were representatives of the United Mine 
Workers locals, representing local utilities, the Inter
national Brotherhood of Telephone Workers, and inde
pendent unions such as the Independent Union at Fore 
River, Bethlehem Steel Company, Quincy Yard, and the 
Loomfixers Union.

Typical of their views is the following statement to the 
Commission of a spokesman for a large utility local. In 
answer to the question, “ As a part of the labor movement, 
would it not be to your interest to alter your plan and 
have the company merely supplement the state mini
mum ?”  He replied, “ W e’re in complete sympathy with 
the lot of our less fortunate fellow workers. But you are 
suggesting that we give up greater benefits which we re
ceive at no cost to us to substitute an inferior plan in 
which we will be assessed a one per cent tax on our weekly



pay. We are not against compulsory cash sickness hut 
let’s he reasonable. . . . ”

It seems clear that the majority of our workers who are 
without sickness benefits are in the ranks of the unorgan
ized. They are the white collar workers and employees 
of small establishments. It was notable that few of them 
appeared before the Commission. Those that did, as a 
whole, urged the Commission not to enact a compulsory, 
monopolistic fund. As a bank employee in Pittsfield 
said, “ I ’d rather be in a group that did its own nego
tiating.”

Judging by the testimony heard by the Commission, the 
compulsory monopolistic state fund has the support of 
the leaders of the AFL and CIO and of course they are 
presumed to speak for their members. It is opposed by 
practically all employers, by many, if not most, unor
ganized workers, and by independent unions. This 
opposition cannot be interpreted as opposition to the 
general subject of sickness benefits. Nearly all employ
ers who testified in opposition could point to private 
plans, many of them superior, already in operation. The 
opposition is directed not towards the idea of this pro
tection, but towards the method that the majority choose 
to recommend.

It remained for the final hearing of the Commission to 
produce a compelling statement by a representative of 
the public interest. The Rt. Rev. Msgr. O’Grady, secre
tary of the National Conference of Catholic Charities 
came from Washington to appear before the Commission 
because, as he said, this issue is basically a national issue, 
and it needs to be understood quite clearly by all the 
people of the United States.

His statement should be read in full by those who have 
any interest in this subject. If space permitted it would 
be included here. He registered his unequivocal opposi
tion to an exclusive state fund and said, in part,

In considering setting up a state program for cash disability pay
ments, we must keep in mind that voluntary organizations have al
ready been well established in the field. We must consider that they



have a body of experience —  the only body of experience that there is 
in the administration of cash-disability over any long period of time. 
W e should remember that this is virtually an entirely new field. . . . 
We must remember that in driving the voluntary organizations out of 
this field we may destroy many of their effective contributions, not 
only in the payments of cash-siekness benefits, but in other forms of 
social security. You may say that the voluntary plans can continue 
in a supplementary role, but the experience of other countries indi
cates that once an exclusive governmental program is established the 
voluntary agencies soon fade out of the picture. . . .  I want to make 
it clear that I am greatly concerned about the maintenance of a free 
economy in our country. While I want to see decent protection for 
workers against the basic hazards of industrial life, I do not want to 
see these benefits used in a n y  way that would inhibit the workers 
freedom.

The pamphlet of the National Catholic Welfare Con
ference states:

It is not, however, the business of the State to assume all the func
tions of society nor to relieve the individual of his own responsibility 
and deprive him of his freedom of choice.

It has been necessary to place on record the basic ob
jections to the recommendations of the majority because 
the executive sessions of the Commission afforded no 
opportunity to do so. It is a matter of too great concern 
to our citizens to be allowed to pass unchallenged.

It is, in addition, most unfortunate that the Commis
sion did not have an opportunity to give any real con
sideration to House, No. 2106, an exhaustive, inde
pendent approach to the problem the Commission was 
created to study. This bill drafted by me, with the as
sistance of Representative Harding of Dedham and for
mer Representative Morton of Fall River, both former 
members of the Committee on Labor and Industries, has 
aroused the interest and support of many of those who 
favor sickness benefits, and who oppose the socialistic 
philosophy of the compulsory, monopolistic state fund.

In filing this minority report I recommend the adop
tion of House, No. 2106, or a bill of the same general na
ture, based upon the principle of individual freedom of 
choice, and giving to the workers in any place where a 
substantial majority of them wish it, the right to require



their employer to join with them in paying half the cost 
of the sickness benefit program, patterned after those 
now in force as the result of free collective bargaining. 
No worker will be forced into this program. But if the 
majority are for it, it will be there if they want it. Force 
is the tell-tale mark of lazy, indifferent, and unintelligent 
government. It is an admission of the failure of educa
tion and encouragement. There is nothing in our record 
to indicate that we are even close to such a failure. On 
the contrary, our progress has been remarkable, and we 
seek now to improve it.

The question of coverage, the kind and amount, is im
portant to the worker. House, No. 2106 provides that 
besides cash-sickness, his protection include hospitali
zation and surgical benefits. There is more to the eco
nomic risks of sickness than loss of wages, as nearly every 
mutually conceived plan recognizes. Properly consti
tuted, these fixed minimums establish a floor of benefits 
that will take a substantial part of the burdens of ordi
nary sickness off the shoulders of the employee, at a cost 
that both he and his employer can afford.

House, No. 2106 leaves the final point, the means of 
coverage, open to the employer and employee. They 
may obtain this protection through the usual insurance 
carriers, through self-insurance, through non-profit mu
tual benefit associations, or employee-union plans. The 
only point is that the money be there, and that payments 
be handled fairly and efficiently. It is the usual matter 
of regulation by the State. Insurance is a highly com
petitive field, and buying insurance is no different from 
buying bonds or automobiles. Competition is the Ameri
can way of keeping costs down — and preventing mo
nopoly.

Administration is a detail on which many programs 
stand or fall. House, No. 2106 places it in the hands of 
the Department of Labor and Industries, the state agency 
that has the broadest experience in employer-employee 
relations. As Monsignor O’Grady said, “ There is a very 
fine line between occupational and non-occupatiomd in
juries. . . . Some of the people with whom I have^dis



cussed this matter agreed that the administration of 
cash-disability belonged more properly under Workmen’s 
Compensation than with Employment Security.”  Per
haps it might be well to point out, also, that House, No. 
2106 provides that the cost of administration be assessed 
against the- insurers, and that under this program the 
taxpayers, for once, will not be saddled with an additional 
burden.

In addition to these provisions there is included an 
amendment to the Employment Security Act that pro
vides that so long as there is no job available, no worker 
shall be deprived from drawing employment security 
payments because of illness or disability. This is the so- 
called Maryland Amendment. There has been nearly 
unanimous approval on all sides of this move to correct 
what is commonly regarded as a flagrantly unfair situa
tion.

In conclusion, it should be observed that the problems 
we are trying to deal with now have long been with us —  
and the power of the state has often been urged as the 
solution. In this respect no better statement of guiding 
principles —  and one with which my recommendations 
are in full accord —  can be made today than Samuel 
Gompers, President of the American Federation of Labor, 
made nearly thirty-five years ago: —

It seems to me that what we in America will have to do is to proceed 
on grounds that shall bring not only social insurance of a practically 
advantageous character but that we shall help to develop individuality 
and personality and character and help to recognize the real struggle 
of the masses of the peop'e, —  to encourage them in their struggle 
so that they may have the higher and better opportunity for self devel
opment. W hat we should aim to do is to encourage voluntary asso
ciated efforts of free individuals for their social insurance. . . .

For a mess of pottage, under the pretense of compulsory social in
surance, let us not voluntarily surrender the fundamental principles 
of liberty and freedom, the hope of the Republic of the United States, 
the leader and teacher to the world of the significance of this great 
anthem chorus of humanity-liberty!

CLARENCE F. TELFORD. 
FRAN K  D. M cCa r t h y .



PROPOSED LEGISLATION

Cfce Commontoealtf) of 0@a0sac&usetts

In the Year One Thousand Nine Hundred and Fifty.

An A ct e s t a b l i s h i n g  a  s y s t e m  o f  c o m p u l s o r y  h e a l t h

AND NON-OCCUPATIONAL SICKNESS AND INJURY INSUR

AN CE; REQUIRING CERTAIN EMPLOYERS TO PROVIDE 

F O R  THE PAYM ENT OF BEN EFITS THEREUNDER, AND 

ESTABLISHING THE AGENCY TO ADM INISTER THE SAME.

'I Be it enacted by the Senate and House of Representatives 
in General Court assembled, and by the authority of the 
same, as follows:

1 S e c t i o n  1. The General Laws as amended, are
2 hereby further amended by inserting therein the fol-
3 lowing new title, chapter and sections: —

4 C h a p t e r  152 A

5  E m p l o y e e ’ s  N o n - i n d u s t r i a l  D i s a b i l i t y  C o m p e n -

6  SATION.

7 Section 1. Purposes. —  The provisions of this chap-
8 ter are established to promote the general good and
9 welfare of the commonwealth, and more particularly

10 the health, welfare and safety of certain employees (j
11 who become incapacitated from earning by reason of
12 illness or injury not compensable under the work-
13 men’s compensation act, and are established as com-
14 piementary with, and harmonious and consistent, yet



15 distinct, part of the general statutory plan of public
16 welfare, embraced, with these provisions, in chapters
17 one hundred and fifty-one A and one hundred and
18 fifty-two, relating to employment security and work-
19 men’s compensation, respectively, but precluding, as
20 among them, double recovery for the same illness or
21 injury.
22 The immediate intendments of these provisions
23 are:-
24 1. To provide a system of compulsory health and
25 accident insurance, to relieve, in part, the impoverish-
26 ment, suffering and insecurity of employees resulting
27 from loss of earnings due to non-occupational illness
28 or injury, whether occurring during active employ-
29 ment or during unemployment compensable under
30 the employment security law, and thus assist em-
31 plovers through the early return to employment of
32 skilled and trained employees benefited by these pro-
33 visions;
34 2. To provide against the economic loss to both
35 employers and employees caused by widespread sick-
36 ness epidemics;
37 3. To reduce the need and burden of direct public
38 welfare relief for those herein provided for; and
39 4. To aid in sustaining consumer purchasing by
40 the benefits provided hereunder and to that extent
41 maintain general employment security, and, in fur-
42 therance of these general intendments, both the em-
43 ployee and the employer shall contribute to secure
44 the benefits of this chapter, the employee thus pro-
45 viding in advance against the economical loss result-
46 ing from non-occupational illness or injury, and the
47 employer securing the stability of his business against
48 loss of service of valued and needed workers.



49 Section 2. The following words as used in this
50 chapter shall, unless a different meaning is plainly
51 required by the context or specifically prescribed,
52 have the following meanings: —
53 1. “ A  day of disability” , any day on which the
54 employee was prevented from performing work be-
55 cause of disability and for which he has not received
56 his regular remuneration.
57 2. “ Accident” , a personal injury, not limited to
58 one caused by fortuitous event or accidental means
59 and excepting as otherwise specifically prescribed
60 herein.
61 3. “ Average weekly wages” , the amount deter-
62 mined by dividing the total wages of an employee in
63 the employment of his last covered employer for the
64 eight weeks or portion thereof that the employee was
65 in such employment immediately preceding and in-
66 eluded in the last day w'orked prior to the commence-
67 ment of such disability by the number of weeks or
68 portion thereof of such employment; the board may
69 by rule prescribe reasonable procedures to determine
70 average weekly wages, including procedures in lieu
71 of the foregoing for determination of the average
72 weekly wages of a class or classes of employees and
73 may authorize reasonable deviations to facilitate ad-
74 ministration in the determination of average weekly
75 wages of a class or classes of employees of a covered
76 employer.
77 In the event the employee was not in the employ-
78 ment of his last covered employer during all of such
79 eight weeks and if the above determination results in
80 an average weekly wage which does not fairly repre-
81 sent the normal earning of such employee in all em-
82 ployments with covered employers during such eight



83 weeks, there may be a redetermination of average
84 weekly wages to reflect wages received from all cov-
85 ered employers during such eight-week period. The
86 board may, by rule, prescribe reasonable procedure
87 for such redetermination.
88 4. “ Benefits” , the money allowance during dis-
89 ability payable to an employee who is eligible to re-
90 ceive such benefits as provided in this chapter.
91 5. “ Carrier”  shall include: Insurance companies
92 authorized to write policies of insurance to pay the
93 benefits provided in this chapter, whether stock or
94 mutual corporations, reciprocal in exchange insurers
95 if authorized by the commissioner of insurance to
96 write contracts, of insurance under this chapter, em-
97 ployers and associations of employers or of employees
98 and trustees authorized or permitted to pay benefits
99 through private plans under the provisions of this

100 chapter all insuring payment of the benefits herein
101 provided.
102 6. “ Board” , the non-industrial disability com-
103 pensation board created under chapter twenty-four.
104 7. “ Chairman” , the chairman of the non-indus-
105 trial disability compensation board.
106 8. “ Disability during employment” , the inca-
107 pacity of an employee, as a result of injury or sick-
108 ness not arising out of and in the course of his em-
109 ployment, to perform the regular duties of his
110 employment or the duties of any other employment
111 which his employer may offer him at his regular
112 wages and which his injury or sickness does not pre-
113 vent him from performing.
114 9. “ Disability during unemployment” , the in-
115 capacity of an employee, as a result of injury or
116 sickness not arising out of and in the course of his



117 employment, to perform the duties of any employer
118 for which he is reasonably qualified by training and
119 experience.
120 10. “ Employment” , as defined in section seven of
121 this chapter.
122 11. “ Employer” , any individual, partnership, as-
123 sociation, corporation, trust, estate, joint stock com-
124 pany, insurance company (whether domestic or
125 foreign), or the receiver or trustee of any of the fore-
126 going, or the legal representative of a deceased person,
127 or any other legal entity employing persons in any of
128 the employments included in the provisions of this
129 chapter.
130 12. “ Employee” , every person under any contract
131 of hire, expressed or implied, oral or written, with an
132 employer as defined in this chapter performing serv-
133 ice in any of the employments included in this chap-
134 ter except the spouse or minor child of the employer
135 under the age of twenty-one, and except a minister,
136 priest, rabbi, or member of a religious order.
137 13. “ Insured”  or “ insured person” , an employer
138 who has provided by insurance with an insurance
139 company, as a self insurer, or under a private plan,
140 for the payment of the compensation prescribed in
141 this chapter.
142 14. “ Insurer” , any insurance company or recip-
143 rocal or interinsurance exchange authorized so to do
144 which has contracted with an employer to pay com-
145 pensation provided for by this chapter, or any self
146 insurer hereunder.
147 15. “ Personal injury” , that which causes lesion or
148 change in any part of the system producing harm or
149 pain or a lessened facility of the natural use of any
150 bodily activity or capability and resulting in inca-



151 pacity including infectious or contagious diseases and
152 whether or not occurring by reason of fortuitous
153 event or accidental means.
154 16. “ Private plan” , a plan, agreement, or con-
155 tract between a covered employer and his employees
156 providing for payment of compensation under this
157 chapter in not less than the amounts provided for in
158 this chapter and in the manner herein prescribed or
159 regulated.
160 17. “ Wages” , money rate at which employment
161 with the covered employer is recompensed and shall
162 include the reasonable value of board, room, hous-
163 ing, lodging, tips or similar advantages received under
164 the contract of hiring.
165 Section 8. Nature of Liability for and Rights to
166 Compensation. —  The liability for and the rights to
167 compensation under this chapter shall as between and
168 among the parties to this chapter be those in contract
169 unless otherwise expressly provided herein or required
170 by the context.
171 Section Constitutionality and Severability. —  If
172 any clause, sentence, paragraph, section, or part of
173 this chapter shall be adjudged by any court of com-
174 petent jurisdiction to be unconstitutional, and in-
175 valid, or inoperative, in whole or in part, such judg-
176 ment shall not affect, impair, or invalidate the
177 remainder thereof, but shall be confined in its op-
178 eration to the clause, sentence, paragraph, section,
179 or part thereof directly involved in the controversy
180 in which such judgment shall have been rendered,
181 to the extent that any provision of this act shall not
182 have been so adjudged unconstitutional, invalid, or
183 inoperative, such provision shall be enforced and
184 effectuated.



185 Section 5. Conflict of Laws. — The provisions of
186 this chapter shall not be held to conflict with the
187 laws of the United States or any territory thereof or
188 any commonwealth, or state, in respect of non-
189 occupational injury or illness occurring therein while
190 service is being performed therein and to that extent
191 the jurisdiction and provisions of this chapter shall
192 be primary and exclusive.
193 Section 6. Construction of Chapter. —  The provi-
194 sions of this chapter shall be liberally construed in
195 favor of the employee whenever possible, to carry out
196 the purposes of this chapter.
197 Section 7. Employment. —  A. Includes the en-
198 tire service, in the trade, business, profession, or oc-
199 cupation of an employer in any of the employments
200 included in this chapter whether performed within
201 or both within and without the commonwealth, if
202 such service is localized in the commonwealth.
203 1. Service shall be deemed localized within the
204 commonwealth i f : —
205 (a) The service is performed entirely within the
206 commonwealth; ox-
207 (5) The service is pei'foi'ined both within and with-
208 out the commonwealth, but the service performed
209 without the commonwealth is incidental to the em-
210 ployee’s service within the commonwealth or is merely
211 temporary or transitory in nature or consists of
212 isolated transactions; ox-
213 2. The service is not localized in any state, but
214 some of the service performed is in the common-
215 wealth; and
216 (a) The employee’s base of operations is ixx the
217 commonwealth; ox-
218 (b) If there is no base of operations in any State
219 in which some part of the service is performed, the



220 place from which such service is directed or con-
221 trolled is in the commonwealth; or
222 (c) If the base of operations or place from which
223 such service is directed or controlled is not in any
224 State in which some part of the service is performed;
225 the employee’s residence is in the commonwealth.
226 3. Service performed by a person for remuneration
227 shall be deemed to be employment unless and until
228 it is shown to the satisfaction of the board that such
229 person has been and will continue to be free from
230 control or direction by another wdth respect to the
231 performance of such service, both under his contract
232 of service and in fact.
233 B. The following employments are not included
234 within the provisions of this chapter: —
235 1. Service performed in the employ of a foreign
236 government (including service as a consular or other
237 officer or employee or a non-diplomatic representa-
238 tive); or service performed in the employ of an in-
239 strumentality wholly owned by a foreign govern-
240 ment and exempt under the provisions of chapter
241 nine of the Federal Internal Revenue Code or any
242 acts in addition thereto and amendments thereof.
243 2. Service performed as an officer or member of
244 the crewr of a vessel on the navigable waters of the
245 United States or outside the United States except
246 service in employment of mere local concern.
247 3. Service performed in the employ of the United
248 States government or an instrumentality of the
249 United States which is wholly owned by the United
250 States, or exempt from the tax imposed by section
251 sixteen hundred of the Federal International Rev-
252 enue Code, or any acts in addition thereto and amend-
253 ments thereof.
254 4. Service performed by an individual as an em-



255 ployee or employee representative as defined in sec-
256 tion one of the Federal Railroad Unemployment In-
257 surance Act.
258 5. Service performed in the employment of the
259 commonwealth or any county, city, town, district,
260 local governmental agency, or public authority
261 wholly owned by one or more of the foregoing; and
262 any service performed in the employ of any instru-
263 mentality of one or more States or political subdivi-
264 sions to the extent that the instrumentality, is, with
265 respect to such service, immune under the Constitu-
266 tion of the United States from the tax imposed by
267 section sixteen hundred of the Federal Internal Rev-
268 enue Code, or any acts in addition thereto and amend-
269 ments thereof.
270 6. Service, excepting that of laborers, workmen
271 and mechanics, performed in the employ of any cor-
272 poration, or incorporated association, community
273 chest, fund, or foundation organized and operated
274 exclusively for religious, charitable, scientific, liter-
275 ary, or educational purposes, or for the purpose of
276 the prevention of cruelty to animals, no part of the
277 net earnings for which inures to the benefit of any
278 private shareholder or individual, and no substantial
279 part of the activities of which is carrying on propa-
280 ganda, or otherwise attempting, to influence legisla-
281 tion.
282 7. Service performed in the employ of an agricul-
283 tural or horticultural organization exempt from in-
284 come tax under section ten of the Federal Internal
285 Revenue Code, or any acts in addition thereto or in
286 amendment thereof.
287 8. Service performed in the employ of a voluntary
288 employees’ beneficiary association providing for the



289 payment of life, sick, accident, or other benefits to
290 the members of such association or their dependents,
291 if no part of its net earnings inures (other than
292 through such payments) to the benefit of any private
293 shareholder or individual and eightv-five per cent or
294 more of the income consists of amounts collected
295 from members for the sole purpose of making such
296 payments and meeting expenses.
297 9. Service performed in the employ of a voluntary
298 employees’ beneficiary association providing for the
299 payment of life, sick, accident or other benefit to the
300 members of such association or their dependents or
301 their designated beneficiaries if admission to mem-
302 bership of such association is limited to individuals
303 who are officers or employees of the United States
304 Government and no part of the net earnings of such
305 association inures (other than through such pay-
306 ments) to the benefit of any private shareholder or
307 individual.
308 10. Service performed in the employ of any or-
309 ganization exempt from income tax under Section
310 ten of the Federal Internal Revenue Code, or any
311 acts in addition thereto and amendments thereof,
312 if: —
313 (a) The remuneration for such service does not
314 exceed forty-five dollars; or,
315 (b) Such service is in connection with the collection
316 of dues or premiums for a fraternal beneficiary so-
317 ciety, order or association, and is performed away
318 from the home office, or is service in connection with
319 any such society or association; or,
320 (c) Such service is performed by a student who is
321 normally and is regularly attending classes at a
322 school, college, or university.



323 11. Service performed in the employ of a school,
324 college or university not exempt from income tax
325 under section one hundred and one of the Federal
326 Internal Revenue Code, or any acts in addition
327 thereto and in amendment thereof, if such service is
328 performed by a student who is enrolled and is regu-
329 larly attending classes at such school, college, or uni-
330 versity and the remuneration for such service does
331 not exceed forty-five dollars (exclusive of room,
332 board and tuition).
333 12. Service performed by an individual while
334 registered for a prescribed course at any educational
335 institution of a cooperative plan of education in in-
336 dustrial training except where the registration is for
337 a term in which classes or study periods are con-
338 ducted exclusively in the evenings or at night time.
339 13. Service performed during customary vacation
340 periods by an individual who wras registered for full
341 attendance at and regularly attending an established
342 school, college, or university in the most recent
343 school term and who intends to return thereto or to
344 enter another school, college, or university as a
345 student for the next regular term, except where the
346 full and regular attendance and registration is for a
347 term in which classes or study periods are conducted
348 exclusively in the evenings or at night time.
349 14. Service performed as a student nurse in the
350 employ of a hospital or a nurses’ training school by
351 an individual who is enrolled and is regularly attend-
352 ing classes in a nurses’ training school chartered or
353 approved pursuant to law and service performed as
354 an interne in the employ of a hospital by an individual
355 who has completed a four year’s course in a medical
356 school chartered or approved pursuant to state law.



357 15. Service performed by an individual as an in-
358 surance agent or as an insurance solicitor, if all such
359 service is performed for remuneration solely by way
360 of commission and such service is excluded from the
361 term “ employment”  under the provisions of section
362 sixteen hundred and seven of the Federal Internal
363 Revenue Code, or any acts in addition thereto and in
364 amendment thereof; providing, that service per-
365 formed by any agent selling or servicing policies of
366 industrial life insurance, as defined by section one of
367 chapter one hundred and seventy-five, and employed
368 by any life insurance company authorized to do busi-
369 ness in this commonwealth, whether his remuner-
370 ation for such service is by way of commission or
371 otherwise, shall be deemed employment within the
372 provisions of this chapter.
373 16. Service in agricultural labor.
374 17. Service in casual employment and the first
375 forty-five days of extra employment of employees
376 not regularly in employment as otherwise defined
377 herein.
378 18. Service as golf caddies.
379 19. Service performed by an individual under the
380 age of eighteen in the delivery or distribution of
381 newspapers or shopping news but not including de-
382 livery or distribution to any point for subsequent
383 delivery or distribution and not including service of
384 a person engaged by an employee of a covered em-
385 ployer with the consent of the latter; such person
386 shall be deemed for the purpose of this chapter to be
387 an employee of the covered employer regardless of
388 whether the employer or employee pays for such
389 person’s services.
390 Section 8. Covered Employer. —  1. Every em-



391 plover who has in employment, after August first,
392 nineteen hundred and fifty, four or more employees
393 on each of at least thirty days in any calendar year,
394 shall be a covered employer subject to the provisions
395 of this chapter, from and after February first, nine-
396 teen hundred and fifty-one, or the expiration of four
397 weeks following the thirtieth day of such emplojr-
398 ment, whichever is the later. He shall continue to
399 be a covered employer until the end of any calendar
400 year in which he shall not have in employment four or
401 more employees on each of thirty days, and shall
402 have duly filed with the board satisfactory evidence
403 thereof.
404 2. An employer who, by operation of law becomes
405 successor to a covered employer, or who acquires by
406 purchase or otherwise, or substantially all the assets
407 of the trade or business of a covered employer, shall
408 immediately become a covered employer.
409 3. Any employer who has acquired the organiza-
410 tion, trade or business, or substantially all the assets
411 thereof, if the employment record of such acquiring
412 unit subsequent to such acquisition, together with
413 the employment record of the acquired unit, prior to
414 such acquisition, both within the same year, would be
415 sufficient to constitute a covered employer subject to
416 this chapter, shall be a covered employer.
417 4. Any employer who has taken, under designation
418 of a court, temporary or permanent control or custody
419 of the organization, trade or business, or substan-
420 tially all the assets of a covered employer subject to
421 this chapter, and employs four or more persons whose
422 wages are paid from, or are chargeable upon, the
423 assets or estate of said employer, shall be a covered
424 employer.



425 5. Any employer who has taken under assignment
426 or agreement of parties, temporary or permanent
427 control or custody of the organization, trade, or busi-
428 ness, or substantially all the assets of a covered em-
429 ployer subject to this chapter and employs four or
430 more persons whose wages are paid from or are
431 chargeable upon the assets or estate of said employer.
432 Section 9. Obligation to provide for Payment of
433 Benefits. —  In order to promote the purposes of this
434 chapter, every employer who is a covered employer
435 in any of the employments included in this chapter,
436 shall, with his own contributions, and with the con-
437 tributions of his employees, as herein required, pro-
438 vide for the payment to his covered employees of the
439 compensation benefits prescribed by this chapter in
440 one or more of the following ways: —
441 1. By voluntary insurance or insurance under the
442 assigned risk provisions of this chapter, or by insur-
443 ance with an insurance company authorized to write
444 contracts or policies of insurance for the payment of
445 benefits hereunder.
446 2. By becoming a self-insurer by obtaining from
447 the board annually a license as a self-insurer, and
448 conforming to the provisions relating to self-insurance
449 hereinafter set forth.
450 3. By private plan in existence on the effective
451 date of this chapter, or a new such plan or agreement
452 after the effective date hereof, both as set forth here-
453 inafter.
454 Section 10. Voluntary Election to provide Benefits.
455 —  1. Any employer not obligated under the preced-
456 ing section to provide for payment of benefits under
457 this chapter to his employees, or to any class or
458 classes of them, may become a covered employer, or



459 bring such employees or class or classes of them
460 within the provisions of this chapter by voluntarily
461 electing to so provide in the manner set forth in the
462 preceding section; but such election shall require the
463 approval of the board, and if the employees intended
464 to be covered are required to contribute to the cost 
\465 of the benefits hereunder, then the assent within
466 thirty days before such approval is granted of more
467 than one half of such employees shall be evidenced
468 to the satisfaction of the board.
469 2. On the approval by the board of such election
470 as aforesaid, all the provisions of this chapter shall
471 become and continue applicable as if the employer
472 were a covered employer, as defined in this chapter.
473 3. The obligation to continue as a covered em-
474 ployer with respect to employees for whom provision
475 for benefits is not required under this chapter may
476 be discontinued by such employer on ninety days’
477 notice to the board in writing, and to his employees,
478 after he has provided for payment of benefits for not
479 less than one year, and with such provision for pay-
480 ment of obligations incurred on or prior to the termi-
481 nation date, as the board may approve.
482 Section 11. Failure to provide for or to pay Benefits.
483 —  1. Whenever a covered employer fails to provide
484 for the payment of benefits under this chapter in ac-
485 cordance with the requirements of section nine, or
486 whenever an insurance company fails to pay the
487 benefits to the employees of a covered employer for
488 which it is obligated, then in either case such em-
489 ployer shall be fully and duly liable to each of his
490 employees for the payment of the benefits provided
491 by this chapter.
492 2. The amount of benefits to which employees of



493 such employers are liable under this chapter shall, on
494 order of the board, be paid out of the fund established
495 under section fourteen.
496 3. In event of the failure of an employer to comply,
497 such employer shall forthwith pay to the board, for
498 credit to the fund, the sum so expended, or one per
499 cent of his pay roll for his employees in employment
500 during the period of non-compliance, whichever the
501 greater may be, and in addition, penalties for non-
502 compliance imposed under this chapter. In case of
503 failure of the insurance company to pay benefits, the
504 employer shall forthwith pay to the board for credit
505 to the fund, the sum so expended.
506 Section 12. Contributions by Employees. —
507 1. Every employee in the employment of a covered
508 employer shall, on and after February first, nineteen
509 hundred and fifty-one, contribute to the cost of pro-
510 viding disability benefits under this chapter, to the
511 extent and in the manner herein provided.
512 2. The contribution of each such employee to the
513 cost of disability benefits provided by this chapter
514 shall be one. half of one per cent of the employee’s
515 wages paid to him on and after July first, nineteen
516 hundred and fifty-one, but not in excess of thirty
517 cents per week.
518 3. The special contribution of each such employee
519 to the accumulation of funds to provide for benefits
520 for the disabled unemployed shall be as provided in
521 section fourteen.
522 4. Notwithstanding any other provision of law,
523 the employer is authorized to collect from his einploy-
524 ees the contributions provided under subdivisions
525 two and three above, through pay roll deductions.
526 If the employer shall not make deductions for any
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pay roll period, he may thereafter, hut not later than 
one month after payment of wages collect such con
tributions through pay roll deductions.

5. In collecting employee contributions through 
pay roll deductions, the employer shall act as the 
agent of his employees and shall use the contribu
tions only to provide disability benefits required by 
this chapter. After June thirtieth, nineteen hundred 
and fifty-one, if the employer is not providing, or to 
the extent, that he is not then providing, for the pay
ment of disability benefits to his employees by in
suring with another insurance company, he shall 
keep the contributions of his employees as trust 
funds, separate and apart from all other funds of the 
employer. The payment of such contribution by 
the employer to an insurance company providing 
for the payment of such benefits, shall discharge the 
employer from responsibility to that extent.

Section 13. Contributions by Employer. —  1. Every 
covered employer shall, on and after January first, 
nineteen hundred and fifty-one, contribute the cost 
of providing disability benefits in excess of the con
tributions collected from bis employees, to the extent 
and in the manner provided in this chapter.

2. The contribution of every covered employer 
to the cost of providing disability benefits after 
.June thirtieth, nineteen hundred and fifty-one, shall 
be the excess of such cost over the amount of the 
contributions of his employees.

3. The special contribution of each covered em
ployer to the accumulation of funds to provide bene
fits for disabled unemployed, shall be as provided in 
subdivision one of section fourteen.

4. No profit shall be derived by any employer or



561 association of employers or employees from provid-
562 ing payment of disability benefits under this chapter
563 on funds representing contributions of employers and
564 employees and increments thereon held b}7 employers
565 or associations of employers or of employees author-
566 ized or permitted to pay benefits under the provisions
567 of this chapter, and by trustees paying benefits under
568 private, existing or new plans under section nine,
569 shall be trust funds and shall be expended only to
570 p”ovide for the payment of benefits to employees and
571 for the costs of administering this chapter and for
572 the support of the special fund for benefits to dis-
573 abled unemployed established under section fourteen.
574 Section 1J+. Contributions to Special Fund for Dis
olo abled Unemployed. —  1. There is hereby created and
576 constituted a special fund in the custody of the state
577 treasurer, to provide for the payment of disability
578 benefits to the disabled unemployed under sections
579 eighteen and nineteen.
580 2. For the purpose of accumulation of funds for
581 payment of the benefits to the disabled unemployed,
582 there is hereby assessed a contribution at the rate of
583 two tenths of one per cent of the wages paid during
584 the period of January first, nineteen hundred and
585 fifty-one to June thirtieth, nineteen hundred and fifty-
586 one, inclusive, to employees in the employment of
587 covered employers on or after January first, nineteen
588 hundred and fifty-one, but not in excess of twelve
589 cents per week as to each such employee, of which
590 the employee shall contribute one-tenth of one per
591 cent of his wages, but not in excess of six cents per
592 week, and an employer shall make an equal contribu-
593 tion. The contribution of the employee shall be de-
594 ducted from his wages in the same manner as pro-



595 vided in section twelve. On or before April thirtieth,
596 nineteen hundred and fifty-one, the employer shall
597 pay to the board the contributions with respect to
598 wages paid during the quarterly period ending March
599 thirty-first, nineteen hundred and fifty-one, and on
600 or before July thirty-first, nineteen hundred and fifty-
601 one, the employer shall pay to the board the con-
602 tributions with respect to wages paid during the
603 quarter ending June thirtieth, nineteen hundred
604 and fifty-one, all of these payments to be deposited
605 in the special fund in the custody of the state treas-
606 urer.
607 3. As promptly as practicable after April first,
608 nineteen hundred and fifty-two, and thereafter an-
609 nually as soon as practicable after April first in each
610 year, the board shall ascertain the condition of the
611 fund, and if, as of any such time the net assets of the
612 fund shall be one million dollars or more below
613 either (1) the sum of twelve million dollars or, (2)
614 twice the sum of benefits paid under section nineteen
615 during the preceding fiscal year, whichever is the
616 greater, the board shall assess and collect from all
617 insurance companies, self-insurers and trustees under
618 private plans, an amount sufficient to restore the
619 fund to an amount equal to twelve million dollars,
620 or of twice the sum of benefits paid under section
621 nineteen during the preceding fiscal year, which-
622 ever is greater. The assessment against each insur-
623 ance company, self-insurer and trustee under private
624 plans shall be made upon the same basis and in the
625 same proportion as is provided in section thirty-five.
626 The board, before making an assessment as herein
627 provided shall give thirty days’ notice to insurance
628 companies, self-insurers and trustees under private



629 plans in the same manner provided in section thirty-
630 five, that an itemized statement of the condition of
631 the fund is open for inspection.
632 4. Whenever the net assets of the fund shall be
633 less than three million dollars, and the disability
634 claims currently being paid shall indicate the neces-
635 sity of supplementing assets of the fund before the
636 next annual assessment can be made, the board may
637 assess and collect from all insurance companies, self-
638 insurers, and trustees under private plans in the same
639 proportions established from the last preceding as-
640 sessment in the amount prescribed, in the discretion
641 of the board, but not in excess of an amount sufficient
642 to restore the fund to twelve million dollars or twice
643 the benefits paid under section nineteen during the
644 preceding fiscal year, whichever is the greater. Re-
645 fore making any such emergency assessment, the
646 board shall give thirty days notice to the insurance
647 companies, self-insurers, and trustees under private
648 plans, in the same manner as previously with respect
649 to annual assessments, and an itemized statement of
650 the condition of the fund shall in like manner be
651 open for inspection.
652 5. All contributions and assessments received by
653 the board under the provisions of this section shall
654 be credited to the special fund, in the custody of the
655 state treasurer, herein created. The commissioner of
656 insurance may examine into the condition of the fund
657 at any time on his own initiative, or upon the re-
658 quest of the board.
659 6. The state treasurer shall be the custodian of the
660 fund established under this section and all disburse-
661 ments therefrom shall be paid by him on the order of
662 the board or those authorized by the board for that
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purpose. Any interest earned on deposits in the 
fund shall be collected by the state treasurer and 
placed to the credit of the fund.

7. Whenever any arrangement for the provision 
of benefits as set forth in section nine is terminated, 
any uncommitted balance of employee contributions 
shall be utilized only to pay the accrued benefits and 
to provide benefits under this chapter. On the 
liquidation of the covered employer’s business or 
when he shall cease to be a covered employer, any 
such sums so named in excess of those required to 
discharge obligations under this chapter may be used 
for the benefit of the employees on a basis approved 
by the board and any such sums not so used shall be 
promptly paid to the board for deposit in the fund 
created under this section.

Section 15. Employees eligible for Benefits for 
Disability occurring during Employment. —  Employ
ees in employment of a covered employer for four or 
more consecutive weeks shall be eligible for disability 
benefits as provided in section sixteen.

1. Every such employee shall continue to be so 
eligible during such employment and for a period of 
four weeks after such employment terminates but in 
no event beyond the first day of such period when 
he performs any work for remuneration or profit, ex
cept that if such work is in employment with the 
same or another covered employer the employee shall 
become eligible for benefits immediately with respect 
to such employment.

2. An employee who during a period in which he 
is eligible to receive benefits under subdivision two of 
section nineteen returns to employment with a cov
ered employer and an employee who is currently re-



697 ceiving unemployment insurance benefits or benefits
698 under section nineteen and who returns to employ-
699 ment with a covered employer shall become eligible
700 for benefits immediately with respect to such env
701 ployment.
702 3. An employee regularly in the employment of a
703 single employer on a work schedule less than the
704 employer’s normal work week shall become eligible
705 for benefits on the twenty-fifth day of such regular
706 employment.
707 4. An employee who becomes disabled while eli-
708 gible for benefits in the employment of a covered
709 employer shall not be deemed for the purposes of
710 this chapter to have such employment terminated
711 during any period he is eligible to receive benefits
712 under section sixteen with respect to such employ-
713 ment.
714 Section 16. Disability during Employment. -
715 A. 1. Disability benefits shall be payable to air
716 eligible employee for disability commencing after
717 June thirtieth, nineteen hundred and fifty-one, be-
718 ginning with the eighth consecutive day of disability
719 and thereafter during the continuance of disability
720 subject to the limitations as to maximum and mini-
721 mum amounts and duration and other conditions and
722 limitations in this section and in sections seventeen
723 and eighteen.
724 2. Successive periods of disability caused by the
725 same or related injury or sickness shall be deemed
726 a single period of disability only if separated by less
727 than three months.
728 B. 1 • The weekly benefits which the disabled em-
729 ployee is entitled to receive shall be one half of the
730 employee’s average weekly wage, but in no case shall



731 such benefit exceed thirty-five dollars nor be less
732 than fifteen dollars; except that if the employee’s
733 average weekly wage is less than fifteen dollars, his
734 benefit shall be such average weekly wage.
735 2. For any period of disability less than a full week
736 the benefits payable shall be calculated by dividing
737 the weekly benefit by the number of the employee’s
738 normal work days per week and multiplying the
739 quotient by the number of normal wmrk days in such
740 period of disability.
741 3. The weekly benefit for a disabled employee wdio
742 is concurrently eligible for benefits in the employment
743 of more than one covered employer, shall, within the
744 maximum and minimum herein provided, be one half
745 of the total of the employee’s average weekly w-ages
746 received from all such covered employers, and shall
747 be allocated in the proportion of their respective aver-
748 age weekly wage payments.
749 Section 17. Disabilities, and Disability Periods, for
750 which Benefits are not Payable. — No employee shall
751 be entitled to benefits under this chapter: -1 . For
752 more than twrelve weeks during a period of fifty-two
753 consecutive calendar weeks or during any one period
754 of disability.
755 2. For any period of disability during which an
756 employee is not under the care of a physician legally'
757 licensed under the laws of the commonwealth or a
758 physician legally licensed under the lawrs of another
759 state and approved by the board.
760 3. For any period of disability caused by or arising
761 in connection with a pregnancy, except any period of
762 disability after returning to employment with a cov-
763 ered employer for a period of two consecutive weeks
764 following termination of such pregnancy.



765 4. For any disability occasioned by the wilful in-
766 tention of the employee to bring about injury to or
767 by sickness, for himself or another, or resulting from
768 any injury or sickness sustained in the perpetration
769 by the employee of a crime; except that alcoholism
770 shall not be considered as a sickness but as a disease
771 and benefits may be allowed for no more than a period
772 of three weeks in any one calendar year.
773 5. For any day of disability during which the em-
774 ployee performed work for remuneration or profit.
775 6. For any days of disability for which the em-
776 ployee is entitled to receive from his employer, or
777 from a fund for which the employee has contributed,
778 remuneration or maintenance in an amount equal to
779 or greater than that to w'hich he would be entitled
780 under this chapter; but any voluntary contribution
781 or aid which an employer may make to an employee
782 shall not be considered as continued remuneration or
783 maintenance for this purpose.
784 7. For any period in respect to which such em-
785 ployee is subject to suspension or disqualification of
786 the accumulation of unemployment insurance bene-
787 fit rights or would be subject if he were eligible to
788 such benefit rights except for ineligibility resulting
789 from the employee’s disability.
790 8. For any disability due to any act of war de-
791 clared or undeclared, if such act shall occur after
792 June thirtieth, nineteen hundred and fifty-one.
793 9. For any disability commencing before the ein-
794 ployee becomes eligible for benefits hereunder or com-
795 mencing prior to July first, nineteen hundred and
796 fifty-one, but these shall not preclude benefits for
797 recurrence after July first, nineteen hundred and
798 fifty, ° f a disability commencing prior thereto.



799 Section 18. Non-duplication of Benefits. -
800 A. 1. In a weekly benefit amount, which, together
801 with any amount which the employee is receiving or
802 is entitled to receive for the same period or any part
803 thereof as a primary insurance benefit under the
804 social security act, or under annuity or pension policy
805 or established practice of an employer who has con-
806 tributed to the cost of such annuity or pension and
807 who has provided the benefits payable under this
808 chapter would, if apportioned to weekly periods, ex-
809 ceed his weekly benefit amount hereunder.
810 2. In all weekly benefit amounts which, together
811 with any amount that he received or is entitled to
812 receive for the same period or any part thereof as a
813 premium disability benefit or annuity under any gov-
814 ernmental system or program, except under a vet-
815 erans disability program or under any premium dis-
816 ability policy program of an employer for whom he
817 has performed services, would, if apportioned to
818 weekly periods exceed his weekly benefits amount
819 hereunder.
820 3. With respect to any week for which payments
821 are received under the unemployment insurance law
822 or similar law of the commonwealth or of any other
823 state of the United States.
824 4. Subject to the provisions of subdivision 11 of
825 this section for any period with respect to which
826 benefits, compensation, or other allowance (other
827 than workmen’s compensation benefits for a perma-
828 nent or partial disability occurring prior to the dis-
829 ability for which benefits are claimed hereunder) are
830 paid or payable under chapter one hundred and fifty-
831 two (but excepting payments under section thirty-
832 six thereof) or any other workmen's compensation



833 act, occupational disease act, or similar law or any
834 employers liability act or similar law, or any other
835 temporary disability cash sickness benefit act or
836 similar law; under section six hundred and eighty-
837 eight of title forty-six of the United States Code; or
838 the Federal Employers Liability Act; or under the
839 Martin Doctrine of maintenance, wages and cure.
840 B. 1. If an employee who is eligible for benefits
841 under sections fifteen or nineteen is disabled and has
842 claimed or is claiming workmen’s compensation bene-
843 fits under chapter one hundred and fifty-two and
844 the claim for workmen’s compensation benefits is
845 controverted on the basis that the employee’s dis-
846 ability was not caused by an injury arising out of and
847 in the course of his employment or by an occupa-
848 tional disease, the employee shall be entitled in the
849 first instance to receive benefits under this chapter
850 for his disability.
851 2. If benefits have been paid under this chapter in
852 respect of a disability alleged to have arisen out oi
853 and in the course of the claimant’s employment or
854 by reason of an occupational disease, the employer,
855 insurer, self insurer, or trustee of any private plan or
856 the board making such payment may, at any time
857 before the award of workmen’s compensation benefits
858 is made, file with the board a claim for reimburse-
859 ment out of the proceedings of such award to the
860 employee for the period for which disability benefits
861 were paid to the employee under this chapter, and
862 shall have a lien against the award for reimbursement.
863 Section 19. Disability while Unemployed.
864 A. Employees entitled to unemployment insur-
865 ance benefits.
866 1- An employee whose employment with a cov-



867 ered employer is terminated and who during a period
868 of unemployment within twenty-six weeks immedi-
869 atelv following such termination of employment
870 shall become ineligible for benefits currently being
871 paid or claimed under the social security law of the
872 commonwealth solely because of disability com-
873 mencing after June thirtieth, nineteen hundred and
874 fifty-one, and who on the day such disability com-
875 mences is not employed or working for remuneration
876 or profit and is not then otherwise eligible for bene-
877 fits under this chapter shall be entitled to receive
878 disability benefits as herein provided for each week
879 for such disability during such twenty-six week
880 period, for which week he would have received un-
881 employment benefits under the social security act
882 of the commonwealth if he were not so disabled.
883 2. The weekly benefits of such disabled employee
884 shall be computed in the same manner as provided
885 in subdivision B of section sixteen and the benefits
886 he is entitled to receive shall be subject to the limi-
887 tations as to the maximum and minimum amounts
888 and duration and other conditions and limitations
889 prescribed in sections sixteen, seventeen and eighteen.
890 B. Employees not eligible for unemployment in-
891 surance benefits.
892 1. An employee whose employment with a cov-
893 ered employer is terminated and who was in employ-
894 ment of one or more covered employers and was paid
895 wages of at least thirteen dollars in such employment
896 in each of twenty calendar weeks during the thirty
897 calendar weeks immediately preceding the date he
898 last, worked for such covered employer, and if during
899 a period of unemployment within twenty-six weeks
900 immediately following such termination of employ-



901 ment is not eligible to benefits under the employment
902 security law of the commonwealth because of lack of
903 qualifying wages but who during unemployment has
904 evidenced diligent efforts to obtain employment in
905 the labor market, shall be eligible for benefits under
906 the provisions of this subdivision during such twenty-
907 six week period for disability commencing after
908 June thirtieth, nineteen hundred and fifty-one.
909 2. If such employee becomes disabled and con-
910 tinues to be disabled for at least eight consecutive
911 days during such twenty-six week period and on the
912 day such disability commences he is not employed
913 or working for remuneration or profit and is not then
914 otherwise eligible for benefits under this chapter, he
915 shall be entitled to receive disability benefits as
916 herein provided, beginning with the eighth consecu-
917 tive day of such disability, for each week of such
918 disability thereafter during such twenty-six week
919 period.
920 3. The weekly benefit of such disabled employee
921 shall be computed in the same manner as provided
922 in subdivision B of section sixteen, and the benefits
923 he is entitled to receive shall be subject to the limi-
924 tations as to maximum and minimum amounts and
925 duration and other conditions and limitations pre-
926 scribed in sections sixteen, seventeen and eighteen.
927 C. Payment of benefits.
928 1. The benefits payable under this section shall be
929 subject to the provisions and limitations generally
930 applicable to disability benefits payable under this
931 chapter and shall be paid by the Board out of any
932 assets in the special fund created by section fourteen.
933 2. The board may require an employee claiming
934 benefits under this section to file proofs of disability



935 and of his employment and wages, and other proofs
936 reasonably necessary for the Board to make in the
937 first instance the determination of eligibility and
938 benefit rights under this section; and may require
939 his employer or his former employer to file reports
940 and other information reasonably necessary for such
941 determination.
942 3. The board may make administrative regulations
943 for such determinations.
944 4. The board may also by regulation establish
945 reasonable procedures for determination of benefits
946 payable to respect of disability periods of less than
947 one week.
948 5. Any employee claiming benefits under this sec-
949 tion whose claim is rejected in whole or in part by
950 the board shall be entitled to request a review by the
951 board and shall have all the rights with respect to
952 contested claims provided in this chapter.
953 Section 20. Payment of Disability Benefits. -
954 A. 1. Benefits provided under this chapter shall
955 be paid periodically and promptly and except as to a
956 contested period of disability, without any decision
957 by the board.
958 The first payment of benefits' shall be due on the
959 fourteenth day of disability, and benefits for that
960 period shall be paid directly to the employee within
961 four business days thereafter or within four business
962 days after the filing of required proof or claim which-
963 ever is the later; thereafter benefits shall be due and
964 payable weekly and in like manner.
965 2. The board may determine that benefits may be
966 paid monthly or semi-monthly if wages are so paid
967 and may authorize deviations from the foregoing re-
968 quirements to facilitate prompt payment of benefits.



969 B. 1. The board may, whenever such informa-
970 tion is deemed necessary, require any insurer, self-
971 insurer, or trustee of any private plan to file in forms
972 prescribed by the board a report or reports as to any
973 claim or claims, including (but without limitations)
974 dates of commencement and terminations of benefit
975 payment and amount of benefits paid under this
976 chapter.
977 2. The board may also require annually, informa-
978 tion in respect to the aggregate of benefits paid, the
979 number of claims allowed and disallowed, the aver-
980 age benefits and duration and benefit periods, the
981 amount of pay rolls covered and such other informa-
982 tion as the board may deem necessary for the pur-
983 pose of administering this chapter.
984 3. If the insurer, self-insurer, or trustee of a pri-
985 vate plan is providing benefits in respect to more
986 than one employer, the chairman may require that
987 such information may be submitted separately as to 
9S8 those employers who are providing only benefits that
989 are substantially the same as the benefits required
990 in this chapter.
991 C. Waiver of rights or assignment of benefits:
992 1. Any agreement by an employee to waive his
993 rights under this chapter shall be void.
994 2. No disability benefit payments under this
995 chapter shall be assigned or released except as pro-
996 vided in this chapter, and all such payments shall
997 be exempt from all claims of creditors and from
998 levy, connection and attachment or other remedy for
999 recovery or collection of a debt, which exemption

1000 may not be waived.
1001 3. A minor shall be deemed to be sui juris for the
1002 purpose of receiving payment of benefits under this



1003 chapter, but his guardian or near friend may in his
1004 behalf claim or exercise any rights or privileges ac-
1005 crued to him.
1006 4. If any benefits due under this chapter to an
1007 employee were unpaid at the time of his death, such
1008 benefits shall be paid to the estate of the individual
1009 or, if he has no legal representative then to his de-
1010 pendents as defined in chapter one hundred and
1011 fifty-two, or, if he leaves no dependents, to the per-
1012 sons to whom payment of the expenses of the last
1013 sickness and burial is due.
1014 Section 21. The Insurance Contract. — 1. Every
1015 policy of insurance providing the benefits required
1016 to be paid under this chapter shall contain a provi-
1017 sion setting forth the right of the board to enforce
1018 in the name of the people of the commonwealth for
1019 the benefit of the person entitled to the benefits
1020 insured by the policy, either by filing a separate
1021 application or by making the insurer, self-insurer,
1022 or trustee of any private plan, a party to the original
1023 application, the liability of any of them, in whole
1024 or in part, for the payment of such benefits; pro-
1025 vided, that payment in whole or in part of such
1026 benefits by either the employer or the insurer, self-
1027 insurer, or trustee of any private plan, shall, to the
1028 extent thereof, be a bar to the recovery against the
1029 other of the amount so paid.
1030 2. Every such policy shall contain a provision
1031 that as between the employee and the insurance
1032 carrier, the notice to or knowledge of the occurrence
1033 of the injury or sickness on the part of the employer
1034 shall be deemed notice or knowledge, as the case
1035 may be, on the part of the insurance carrier; that
1036 jurisdiction of the employer shall, for the purpose of



1037 this chapter, be jurisdiction of the insurance carrier,
1038 and that the insurance carrier shall, in all things,
1039 be bound by and subject to the orders, findings, or
1040 decisions, rendered in connection with the payment
1041 of the benefits under the provisions of this chapter.
1042 3. Every such policy shall contain a provision to
1043 the effect that the insolvency or the bankruptcy of
1044 the employer shall not relieve the insurance carrier
1045 from the payment of benefits for disability suffered
1046 by the employees during the life of such policy.
1047 4. Every policy of insurance issued to meet the
1048 requirements of section nine shall contain a provi-
1049 sion reciting in effect that notwithstanding any
1050 other provision of the policy, benefits shall be paid
1051 at least to the extent and in the manner and subject
1052 to the conditions required by the terms of the in-
1053 sured’s provision of benefits under this chapter.
1054 5. (a) No contract of insurance, issued by an
1055 insurance carrier providing the benefits to be paid
1056 under this chapter shall be cancelled within the
1057 time limited in such contract for its expiration until
1058 at least ten days after a notice of cancellation of
1059 such contract, on a date specified, in such a notice,
1060 shall be filed in the office of the board and also
1061 served on the employer; provided, however, that
1062 if insurance with another insurance carrier has been
1063 obtained which becomes effective prior to the ex-
1064 piration of the time stated in such notice, the can-
1065 cellation shall be effective as of the date of such
1066 other coverage.
1067 (b) Such notice shall be served on the employer
1068 by delivering it to him or by sending it by registered
1069 mail, addressed to the employer, at his, or its, last
1070 known place of business; provided, that if the



1071 employer be a partnership, then such notice may be
1072 given to any one of the partners, and if the employer
1073 be a corporation, then the notice may be given to
1074 any agent or officer of the corporation, upon whom
1075 legal processes may be served.
1076 Section 22. Assignment of Risks rejected by In-
1077 surance Companies and the Equitable Distribution
1078 Thereof.— A. 1. The commissioner of insurance
1079 shall, by regulation, make provision to enable a
1080 covered employer whose application to an insurance
1081 company for a policy of insurance to pay the bene-
1082 fits provided in this chapter has been rejected, or
1083 not accepted within five days by two insurers, or
1084 whose inability to obtain license as a self-insurer,
1085 or unable to procure insurance by other method
1086 approved under this chapter, to meet the minimum
1087 requirements hereof, to obtain such insurance meet-
1088 ing the minimum requirements of this chapter, by
1089 a plan of assignment, and equitable distribution, of
1090 rejected risks among insurance companies author-
1091 ized to issue policies under this chapter.
1092 2. The commissioner of insurance may require
1093 insurance companies to submit to him a plan or
1094 plans to assist him in formulating regulations in
1095 accordance with the preceding paragraph.
1096 3. Any such plan or plans shall provide reason-
1097 able rules covering the equitable distribution of
1098 risks by direct insurance, re-insurance, pooling, or
1099 otherwise, and their allotment to insurers.
1100 4 . Any such plan shall provide that the rates and
1101 rate modifications to be made applicable to such
1102 risks shall be subject to the approval of the insur-
1103 ance commissioner as reasonable, adequate, and
1104 not unfairly discriminatory for such risks.



1105 5. The commissioner of insurance shall, prior to
1106 approval of any such plan or plans, hold a public
1107 hearing at which insurers, employers, and any other
1108 parties in interest shall have an opportunity to be
1109 heard.
1110 6. Amendments to any such plan or plans as
1111 aforesaid, shall be prepared, submitted, and ap- 

 ̂ 1112 proved in the same manner as above provided, with
1113 respect to original plan or plans.
1114 7. Any applicant for assigned risk insurance, any
1115 employer insured, and any insurer affected may
1116 appeal to the commissioner of insurance from any
1117 ruling or decision with reference to the operation of
1118 such plan or plans.
1119 B. 1. If, after a hearing, the commissioner finds
1120 that any activity or practice of any insurer in con-
1121 nection with the operation of such plan or plans is
1122 unfair, or unreasonable or otherwise inconsistent
1123 with the provisions of the act, he may issue a written
1124 order specifying in what respects such activity, or
1125 practice is unfair or unreasonable, or otherwise in-
1126 consistent with the provisions of this chapter, and
1127 require the discontinuance of such practice.
1128 2. Any rule, order, or decision of the commis-
1129 sioner of insurance under authority of this chapter,
1130 shall be subject to review, which shall be on the
1131 basis of the record of the proceedings before the
1132 commissioner and shall not be limited to questions
1133 of law, by appeal to the supreme judicial court at
1134 the instance of any party at interest.
1135 3. The court shall determine whether the filing of
1136 the appeal shall operate as a stay of anj'- such order
1137 or decision of the commissioner.
1138 4- The court may, in disposing of the issue before



1139 it, modify, affirm, or reverse the order or decision
1140 of the commissioner, in whole or in part, and make
1141 any order appropriate to its action.
1142 5 . (a) If, after the issuance of a policy under
1143 the provisions of this section, an employer shall fail
1144 to pay the required premium for such insurance,
1145 the insurer may request approval of the commis-
1146 sioner of insurance for cancellation of such policy
1147 after giving notice of such request to the employer
1148 by registered mail.
1149 (b) The employer receiving any such notice of
1150 cancellation shall post notices thereof to the atten-
1151 tion of his employees, in the manner prescribed by
1152 the board.
1153 (c) The commissioner of insurance may approve
1154 such cancellation, unless the employer shall, within
1155 ten days after the receipt of such notice, file with
1156 the commissioner of insurance objections thereto,
1157 and, if such objections are filed with the commis-
1158 sioner, the commissioner shall hear and decide the
1159 case within a reasonable time thereafter, and his
1160 decision shall be subject to review by the supreme
1161 judicial court, as herein above provided.
1162 Sentence 23. Self-insurance.— A covered em-
1163 ployer may become a self-insurer under this chapter
1164 by obtaining from the board annually a license as a
1165 self-insurer by conforming to the provisions of this
1166 section as follows: —
1167 A. 1. (a) By furnishing satisfactory proof to the
1168 board of his financial ability to pay the benefits pro-
1169 vided in this chapter, in which case the board shall
1170 require the deposit with the state treasurer of such
1171 securities as the board deem necessary in the form
1172 of bonds, notes, or other obligations which may be



1173 legal investments for savings banks in this common-
1174 wealth, as determined from time to time by the
1175 commissioner of banks of the commonwealth, or the
1176 filing of the bond of a corporate surety company
1177 authorized to do business in this commonwealth,
1178 conditioned on the payment by the employer of his
1179 obligations under this chapter, and in the sum ap-
1180 proved by the board.
1181 (5) The amount of deposit of the penal sum of
1182 bond shall be determined by the board, and shall not
1183 be less than one half the estimated contributions of
1184 the employees of the employer for the ensuing year
1185 or one half of the contributions of the employees,
1186 which would have been paid by the employees dur-
1187 ing the preceding year, whichever is greater, or if
1188 such amount is more than fifty thousand dollars,
1189 an amount not less than fifty thousand dollars.
1190 2. (a) The board shall have authority to deny an
1191 application to provide benefits through self-insur-
1192 ance under this section, or to revoke approval at any
1193 time for good cause shown.
1194 (b)  In the case of an employer who maintains a
1195 deposit of securities in accordance with this section,
1196 the board may reduce the amount of the deposit or
1197 of the penal sum of the bond, provided the securi-
1198 ties deposited by or for such employer under this
1199 section are, by agreement, satisfactory to the board,
1200 made available for the payment of unpaid benefits
1201 under this chapter, with respect to the obligations
1202 incurred for disabilities commencing prior to the
1203 effective date of such revocation.
1204 B. 1- Association of employers, or employees,
1205 authorized to pay benefits under this chapter, or the
1206 trustee, or trustees of private plans paying benefits



1207 under plan or agreement authorized under the pro-
1208 visions relating to private plans under this chapter,
1209 may, with the approval of the board, furnish such
1210 proof, arid otherwise comply with the provisions of
1211 this section to provide disability benefits to em-
1212 ployees under such private plan.
1213 Section 2Jf. Private Plans. — A. 1. Plans in
1214 existence on the effective date of this chapter.
1215 (a) If on the effective date of this chapter the
1216 employees of a covered employer or any class or
1217 classes of such employees are entitled to receive
1218 disability benefits under a plan or agreement which
1219 remains in effect on July first, nineteen hundred
1220 and fifty-one, the employer, subject to the require-
1221 ments of section nine shall be relieved of responsi-
1222 bility of making provisions for benefit payments
1223 required under this chapter until the earliest date,
1224 determined by the board for the purpose of this
1225 chapter, upon which the employer shall have the
1226 right to discontinue the provisions thereof or dis-
1227 continue his contributions toward the cost.
1228 (b) Any such plan or agreement may be extended,
1229 with or without modification, by agreement or
1230 collective bargaining between an employer or eni-
1231 ployers or association of employers and an associa-
1232 tion of employees, in which event the period for
1233 which the employer is relieved of such responsibility
1234 shall include such period of extension.
1235 (c) Any other plan or agreement in existence on
1236 the effective date of this chapter which the employer
1237 may, by his sole act, terminate at any time, or with
1238 respect to which he is not obligated to continue to
1239 make contributions may be accepted by the board



1240 as satisfying the obligation to provide for the pay-
1241 ment of benefits under this chapter if such plan or
1242 agreement provides benefits at least as favorable
1243 as the disability benefits provided by this chapter.
1244 (d) The board may require that the employer
1245 shall enter into an agreement in writing with the
1246 board, that he will pay the assessments set forth in
1247 sections fourteen and thirty-five, and that until
1248 the expiration of ninety days after he shall have
1249 filed written notice with the board of his election
1250 to terminate such plan or agreement or to discon-
1251 tinue making necessary contributions to its cost,
1252 he will continue to provide for the payment of the
1253 disability benefits under such plan or' agreement or
1254 will provide for the payment of benefits deemed by
1255 the board to be at least as favorable as the benefits
1256 provided under this chapter with no greater con-
1257 tributions from the employees than those required
1258 under section thirteen.
1259 (e) During any period in which any plan or agree-
1260 ment or extension thereof authorized under this
1261 subdivision provides for payment of benefits under
1262 this chapter, the responsibility of the employer and
1263 the obligation and benefits of the employees shall
1264 be as provided in said plan or agreement rather than
1265 as provided under this chapter, other than the
1266 benefits provided in section nineteen and provided
1267 the employer or carrier has agreed to pay the assess-
1268 ments prescribed in sections fourteen and thirty-
1269 five.
1270 (/) Any such plan or agreement may be extended
1271 with or without modification, provided the benefits
1272 under such plan or agreement, as extended or



1273 modified shall be found by the board to be at least
1274 as favorable as the benefits provided by this chapter.
1275 B. 1. New plan or agreement.
1276 (a) After the effective date of this chapter, a new
1277 plan or agreement with a carrier may be accepted
1278 by the board as specifying the obligation to provide
1279 for the payment of benefits under this chapter if
1280 such plan or agreement shall provide benefits at
1281 least as favorable as the disability benefits provided
1282 by this chapter and shall further provide for pay-
1283 ment of the assessments described in sections four-
1284 teen and thirty-five.
1285 (b) .Any such plan or agreement shall continue
1286 until the expiration of ninety days after written
1287 notice filed with the board of intention to terminate
1288 such plan or agreement, and any modification of
1289 such plan or agreement shall be subject to the
1290 written approval of the board.
1291 (c) During the period such plan or agreement is
1292 effective the provisions for benefits therein provided
1293 shall be effective instead of the provision of disability
1294 benefits under this chapter other than the benefits
1295 provided in section nineteen.
1296 C. 1. If any plan or agreement authorized under
1297 subdivisions A and B of this section covers less than
1298 all of the employees of a covered employer, the pro-
1299 visions of this chapter shall apply with respect to
1300 his remaining employees not covered under such
1301 plan or agreement.
1302 2. The board may make reasonable regulations
1303 for the filing under subdivisions B and C of this
1304 section of plans and agreements to provide for the
1305 payment of benefits under this chapter.
1306 Section 25. Procedure. —  1. The board may
1307 make rules consistent with this chapter for carry-



1308 ing out its provisions. Process and procedure shall
1309 be as simple and summary as reasonably may be.
1310 The board or members making investigation or
1311 inquiry or conducting a hearing shall not be bound
1312 by common law or statutory rules of evidence or
1313 by technical, or formal rules of procedure, except
1314 as provided by this chapter, but may make such
1315 investigation or inquiry or conduct such a hearing
1316 in such manner as to ascertain the substantial rights
1317 of the parties.
1318 2. The board or any member thereof may sub-
1319 poena witnesses, administer oaths, and examine
1320 such parts of the books and records of the parties
1321 to such proceedings in relation to such questions in
1322 dispute.
1323 3. The fee of attending as a witness before the
1324 board shall be one dollar and fifty cents a day; for
1325 attending before a member of the board, fifty cents
1326 a day; in both cases five cents a mile for travel
1327 out and home.
1328 Section 26. Notice and Proof of Claim. —  A. 1.
1329 Written notice of disability shall be furnished to the
1330 employer by or on behalf of the employee claiming
1331 benefits, or, in the case of a claimant under section
1332 nineteen, to the board, within fifteen days after
1333 commencement of the period of disability, proof of
1334 such disability.
1335 2. Proof of such disability shall be furnished to
1336 the employer or carrier or, in the case of a claimant
1337 under section nineteen, to the board, not later than
1338 twenty days after commencement of disability and
1339 thereafter from time to time as the employer or car-
1340 rier or board may require but not more often than
1341 once each week.
1342 3- Such proof shall include a statement of dis-



1343 ability by the employee’s attending physician con-
1344 taining facts and opinions as to such disability in
1345 compliance with regulations by the board.
1346 4. Failure to furnish notice of proof within the
1347 time and in the manner above provided in this sec-
1348 tion shall not invalidate the claim but no benefits
1349 shall be required to be paid for any period more than
1350 two weeks prior to the date by which the required
1351 proof shall be furnished unless it shall be shown to
1352 the satisfaction of the board not to have been rea-
1353 sonably possible to furnish such notice of proof and
1354 that such notice of proof was furnished as soon as
1355 possible; providing, that no benefits shall be paid
1356 and furnished within twenty-six weeks after com-
1357 mencement of the period of disability.
1358 B. 1. A n  e m p lo y e e  c la im in g  b en efits  shall, as re-
1359 quested by the employer or carrier, submit himself
1360 at intervals but not more than once a week, for ex-
1361 amination by a physician designated by the em-
1362 ployer or carrier. All such examinations shall be
1363 without cost to the employee and shall be held at a
1364 reasonable time and place which may be regulated
1365 by the board.
1366 2. In any case in which the claim for disability
1367 benefits is contested and this claim is arising under
1368 section nineteen, and in other cases as the board
1369 may require, the board may appoint a duly qualified
1370 impartial physician to examine the emplo3ree and
1371 may require the employee to submit to such ex-
1372 amination. The fee for the service of the impartial
1373 physician shall be ten dollars and traveling ex-
1374 penses, but the board may allow additional reason-
1375 able amounts in extraordinary cases, and the em-
1376 ployer, carrier, or board in the applicable case shall
1377 reimburse the department for the amount so paid.



1378 C. Failure or refusal on the claimant without
1379 good cause to submit to any such examination re-
1380 ferred to in this section shall disqualify him from
1381 all benefits hereunder from the period of such re-
1382 fusal except as to benefits already paid.
1383 D. Benefits required to be paid by this chapter
1384 may be paid to an employee and further payments
1385 for the same disability shall not be barred solely be-
1386 cause of failure to give notice or to file proof of dis-
1387 ability for the period or periods for which such bene-
1388 fits have been paid.
1389 E. In the event that a claim for benefits has
1390 been rejected the carrier or employer shall mail
1391 written notice of rejection to the claimant and such
1392 notice shall include a statement in a form prescribed
1393 by the department to the effect, for the purpose of
1394 notifying the department, that his claim has not
1395 been paid.
1396 Secti on 27. Determination of Contested Claims
1397 for Disability Benefits. — 1. The employee may file
1398 with the board a notice that his claim for disability
1399 benefits has not been paid, and he shall submit
1400 proof of disability and of his employment, wages,
1401 and other information reasonably necessary for de-
1402 termination of his right to benefits. On request of
1403 the board, the employer or carrier shall forward to
1404 the board the original or a true copy of the attend-
1405 ing physician’s statement, wages, and employment
1406 data and all other papers in the possession of the
1407 employer or carrier with respect to such claim.
1408 2. If the employer or carrier fails or refuses to
1409 pay benefits claimed under this chapter and notice
1410 in accordance herewith is given by the claimant,
1411 employer, or carrier, the board shall thereupon
1412 assign the case for hearing before a member thereof:



1413 such member shall make such inquiry and investi-
1414 gations as shall be deemed necessary. The hearing
1415 shall be held at the time and place appointed by the
1416 board or board member so assigned. Either party
1417 may present evidence and be represented by counsel
1418 at such hearing. The member shall file with the
1419 board a statement of the evidence, his findings of
1420 fact, rulings of law, and other matters pertinent to
1421 questions arising before him, for decision by the
1422 board which shall be final as to all questions of fact.
1423 3. Every decision of the board shall be complied
1424 with in accordance with the terms within ten days
1425 thereafter except in case of appeal, and any payment
1426 under said decision shall draw interest thirty days
1427 after the making thereafter.
1428 Section 28. Any party in interest may present
1429 certified copies of an order or decision of the board
1430 on question of law only to the superior court of the
1431 county in which the claimant resides. Said court
1432 shall thereupon render a decree in accordance there-
1433 with and notify the parties. Such decree shall
1434 have the same effect, and all proceedings in relation
1435 thereto shall thereafter be the same, as though
1436 rendered in a suit duly heard and determined by
1437 said court, except that there shall be no appeal
1438 thereupon on questions of fact and except that
1439 there shall be no appeal from a decree based upon
1440 a decision of the board which has not been pre-
1441 sented to the court within ten days after the notice
1442 of the filing thereof by said board. Upon the pres-
1443 entation to it of a certified copy of the decision of
1444 the board ending, diminishing or increasing a weekly
1445 payment mider the following section the court shall



1446 revoke or modify the decree to conform to such
1447 decision.
1448 Section 29. Modification of Board Decisions or
1449 Orders. —  1 . Upon its own motion or the applica-
1450 tion of any party in interest the board may at any
1451 time review any decision or order and, on such re-
1452 view may make a decision ending, diminishing, or
1453 increasing the benefits previously ordered and shall
1454 state the reasons therefore. Questions as to any
1455 weekly payment may be heard by a member of the
1456 board who shall file a report of the evidence together
1457 with the findings of fact and rulings of law as afore-
1458 said with the board. Upon such filing by the single
1459 member the board shall render decision thereupon
1460 and shall send to each of the parties a copy thereof.
1461 2. No such review shall affect any previous de-
1462 cision as regarding any moneys already paid except
1463 that a decision increasing the benefits rate may be
1464 made effective and except that, if any part of the
1465 benefits due is unpaid a decision decreasing the bene-
1466 fit rate may be made effective from the commence-
1467 ment of disability, and any payments prior thereto
1468 in excess of such decreased rate shall be deducted
1469 from future benefits in such manner and by such
1470 method and may be directed by the board.
1471 Section 30. Enforcement of Payment in Default. -
1472 In case of default of any benefits payable under this
1473 chapter by an employer who has failed to make pro-
1474 vision or refusal of such employer to deposit within
1475 ten days after demand the estimated value of bene-
1476 fits not presently payable, the board may file with
1477 the clerk of the superior court in the county in
1478 which the employer has his principle place of busi-



147.) ness (1) a certified copy of the decision of the
1480 boaid, or (2) a certified copy of the demand for de-
1481 posit of security and thereupon judgment must be 
148^ entered by a judge of that court, in conformity 
148.1 therewith immediately upon such tiling.
1484 Section 31. Representation before the Board.— -

1485 Any attorney, or other person approved by the
1486 board, may appear in behalf of claimants or self-
1487 insured employers, as the case may be, in contested
1488 disability claims under this chapter. Fees of attor-
1489 neys for services under this chapter shall be sub-
1490 ject to the approval of the board. If the employee
1491 or the insurer and any attorney fail to agree as to
1492 the amount to be paid for such services, either party
1493 may notify the board, which thereupon may assign
1494 the case for a hearing before a member thereof, who
1495 shall report the facts to the board for decision, and
1496 the decision shall be enforceable under section
1497 twenty-eight.
1498 Section 32. Actionable Injuries; Subrogation. -
1499 1. If an employee entitled to disability benefits
1500 under this chapter be disabled by injury caused by
1501 the negligence or wrong by a third party, such em-
1502 ployee need not elect whether to take such disability
1503 benefits or to pursue his remedy against such third
1504 party, but may take his benefits under this chapter.
1505 2. The carrier liable for payment of disability
1506 benefits under this chapter or the board, in case of
1507 benefits paid under sections nineteen and fourteen
1508 shall have a lien on the proceedings of any recovery
1509 from such third party, whether by judgment, settle-
1510 ment, or otherwise, after the deduction of reason-
1511 able and necessary expenses, including attorneys'
1512 fees, incurred in effecting such recovery, to the ex-



1513 tent of the total amount of disability benefits pro-
1514 vided by this chapter and paid, and to such extent,
1515 such recovery shall be deemed for the benefit of such
1516 carrier or the board.
1517 3. Notice of the commencement of such action
1518 shall be given within ninety days thereafter to the
1519 employer or carrier, or to the board, as the case may
1520 be.
1521 4. The foregoing rights, limitations, and proce-
1522 dures shall also apply to actions and recoveries under
1523 chapter one hundred and fifty-three and section two
1524 and five A of chapter two hundred and twenty-nine,
1525 and under the maritime doctrine of wages, mainte-
1526 nance and cure.
1527 5. If such disabled employee has been paid dis-
1528 ability benefits under this chapter but has failed to
1529 commence action against such other within six
1530 months prior to the expiration of the statute of
1531 limitations, the carrier or the board, as the case
1532 may be, may maintain an action against such third
1533 party.
1534 6. A compromise of any such cause of action by
1535 the employee in an amount less than the benefits
1536 provided by this chapter shall be made only with
1537 the written consent of the carrier or the board, as
1538 the case may be.
1539 Section 33. Reimbursement for Advance Payments
1540 by Employers. —  If an employer has made advance
1541 payments of benefits or has made payments to an
1542 employee in like manner as wages during any period
1543 of disability for which such employee is entitled to
1544 the benefits provided by this chapter, he shall be
1545 e n titled  to be reimbursed by the carrier out of any
1546 ben efits due or to become due for the existing dis-



1547 ability, if claim for reimbursement is filed with the
1548 carrier prior to payment of benefits.
1549 Section 3/ .  Posting of Notices. — Every covered
1550 employer shall post and maintain in a conspicuous
1551 place or places in and about his place or places of
1552 business printed or typewritten notices in form
1553 prescribed by the board, stating that he has pro-
1554 vided for the payment of disability benefits as
1555 required by this chapter. The board may require
1556 any covered employer to furnish a written state-
1557 ment at any time, stating the carrier insuring the
1558 payment of benefits under this chapter or in the man-
1559 ner in which such employer has complied with section
1560 nine, or any other provision of this chapter. Failure
1561 for a period of ten days to furnish such written state-
1562 ment shall constitute presumptive evidence that
1563 such employer has neglected or failed in respect
1564 of any matters so required.
1565 Section 35. Administrative Expenses. -— 1. The
1566 board, with the assistance of the commission on
1567 administration and finance chairman, as soon as
1568 practicable after September first, nineteen hun-
1569 dred and fifty-one, and annually as soon as practi-
1570 cable after September first in each year thereafter,
1571 shall ascertain the total expenses, including in
1572 addition to the direct costs of personal service, the
1573 cost of maintenance and operation, the cost of
1574 retirement contributions made, and the equivalent of
1575 estimated premiums for providing workmen’s com-
1576 pensation benefits by the commonwealth for or on
1577 account af personnel of the board, rentals for space
1578 occupied in state-owned or state-leased buildings
1579 and/or other direct or indirect costs, incurred by the



1580 board during the preceding fiscal year in connec-
1581 tion with the administration of this chapter.
1582 2. The services and expenses of the members,
1583 officers, and employees of the board related to this
1584 chapter shall be apportioned and included in the
1585 amount to be assessed.
1586 3. An itemized statement of the expenses so
1587 estimated, shall be open to public inspection in the
1588 office of the board for thirty days after notice to
1589 all carriers by publication, before an assessment
1590 may be made upon such carriers as hereinafter
1591 provided.
1592 4. The expenses of administration for the fiscal
1593 years ending June thirtieth, nineteen hundred and
1594 fifty-one and nineteen hundred and fifty-two, shall
1595 be consolidated and reimbursed by one assessment
1596 made after June thirtieth, nineteen hundred and
1597 fifty-two.
1598 5. The board shall, as soon as practicable, after
1599 June thirtieth, nineteen hundred and fiftv-two,
1600 assess upon and collect from each carrier, the pro-
1601 portion of such consolidated expenses for the fiscal
1602 years ending June thirtieth, nineteen hundred and
1603 fifty-one and nineteen hundred and fifty-two, and
1604 annually thereafter as soon as practicable, after
1605 the close of each fiscal year, the proportion of such
1606 expenses for the preceding fiscal year, that the
1607 total pay roll of the calendar year preceding assess-
1608 ment, of employees in employment who were covered
1609 by such carrier as reported to the carrier, bear to
1610 the total of all such pay rolls for such calendar year
1611 so reported . T h e  te r m  “ pay roll” as herein u sed

1612 shall be the first three thousand dollars of earnings



1613 of each employee during the preceding calendar
1614 year, to be reported under regulations promulgated
1615 by the board.
1616 Section 36. Non-Liability of the Commonwealth.
1617 —  The special fund for disability benefits created
1618 by section fourteen shall be the sole and exclusive
1619 source for the payment of benefits provided by
1620 sections eleven and nineteen. The commonwealth
1621 undertakes the administration of the fund without
1622 any liability on the part of the commonwealth
1623 beyond the amount of monies actually collected
1624 and credited to the fund.
1625 Section 37. Inspection of Records of Employers.-
1626 All books, records and pay rolls of employers shall
1627 be open for inspection by the board or by any offi-
1628 cer or employee of the board designated by it for
1629 the purpose of ascertaining the amount of wages
1630 and the number of employees and such information
1631 as may be necessary in the administration of this
1632 chapter. Any person who refuses to allow the
1633 board or its authorized representative to inspect
1634 any such books, records, or pay rolls, relative to
1635 the enforcement of this chapter, shall be guilty of a
1636 misdemeanor.
1637 Section 38. Disclosures prohibited. ----- Informa-
1638 tion as required by any carrier, or its officers or
1639 employees, from employers or employees, or others
1640 pursuant to the provisions of this chapter, shall not
1641 be opened to public inspection or used for any pur-
1642 pose other than the determination of claims under
1643 and complying with the provisions of this chapter;
1644 and any carrier, or office or employee of the carrier,
1645 who, except with the authority of the board or pur-
1646 suant to its rules and regulations, or as otherwise



1047 provided by law, shall disclose the same, shall be
1648 guilty of a misdemeanor.
1649 Section 39. Penalties. —  1. Any employer who
1650 fails to make provision for payment of disability
1651 benefits as required by section nine of this chapter
1652 within ten days following the date on which such
1653 employer becomes a covered employer as defined
1654 in section eight shall be guilty of a misdemeanor
1655 and upon conviction be punishable by a fine of not
1656 more than two hundred and fifty dollars or im-
1657 prisonment for not more than one year or both;
1658 where the employer is a corporation the president,
1659 secretary, treasurer, or officer exercising corre-
1660 spondence functions shall each be guilty of a rnis-
1661 demeanor.
1662 2. The board, or any officer of the board desig-
1663 nated by it, upon finding that an employer has
1664 failed to make provision for the payment of dis-
1665 ability benefits, shall impose upon such employer
1666 a penalty equal to one half of one per centum of his
1667 weekly pay roll for the period of such failure, and a
1668 sum of not in excess of two hundred and fifty dollars
1669 which sum shall be paid into the fund created under
1670 section fourteen.
1671 3. if for the purpose of obtaining any benefit or
1672 payment under the provisions of this chapter, or
1673 for the purpose of influencing any determination
1674 regarding any benefit payment, either for himself
1675 or any other persons, any person wilfully makes a
1676 false statement or representation or fails to disclose
1677 a material fact, he shall be guilty of a misdemeanor.
1678 4. Whenever a carrier shall fail to make prompt
1679 payment of disability benefits payable under this
1680 chapter and after hearing before an officer desig-



1681 nated by the board for that purpose, the board
1682 shall determine the failure to make such prompt
1683 payment was without just cause, the board shall
1684 collect from the carrier a sum not in excess of
1685 twenty-five per cent of the amount of the benefits
1686 as to which the carrier failed to make payment,
1687 which sum shall be credited to the special fund for
1688 disability benefits under section fourteen. In addi-
1689 tion, the board may collect and pay over to the
1690 employee the sum of three dollars in respect to
1691 each week, or fraction thereof for which benefits
1692 have not been promptly paid.
1693 5. In addition to other penalties herein provided,
1694 any person who for the purpose of obtaining any
1695 benefit or payment under this chapter or for the
1696 purpose of influencing any determination regarding
1697 any benefit payment, and knowingly makes a false
1698 statement with regard to a material fact, shall not
1699 be entitled to receive benefits with respect to the
1700 disability claimed or any disability benefit during
1701 the period of twelve calendar months thereafter;
1702 but this penalty shall not be applied more than
1703 once with respect to each offence.
1704 6. All fines, imposed under subdivisions one and
1705 three of this section, except as herein otherwise pro-
1706 vided, shall be paid directly and immediately by
1707 the officer collecting the same to the board, and be
1708 applicable to the expenses of administering this
1709 chapter.

1 S e c t i o n  2. Chapter 24 of the General Laws, as
2 most recently amended by chapter 460 of the acts
3 of 1949, is hereby further amended, by adding at
4 the end thereof the following new sections: —



5 Section 8. Employees’ Non-Industrial Disability
6 Compensation Board. — There shall be in the de-
7 partment, but not subject to its direction or con-
8 trol, a board to be known as the employees’ non-
9 industrial disability compensation board, which shall

10 administer the provisions of chapter one hundred
11 and fifty-two A.
12 The employees’ non-industrial disability com-
13 pensation board shall consist of five members, at
14 such salaries not exceeding each, as the
15 governor and council determine, except that the
16 chairman, who shall be designated by the governor,
17 shall receive such salary not exceeding
18 as the governor and council determine. The mem-
19 bers of said board shall be appointed for a term of
20 five years by the governor, with the advice and con-
21 sent of the council. Upon the expiration of the
22 term of an officer or a member, his successor shall
23 be appointed for five years by the governor, with
24 the advice and consent of the council.
25 Section 9. The board shall be under the super-
26 vision and control of the chairman, who shall be
27 its executive head. During the temporary absence
28 or disability of the chairman, he may designate a
29 chairman of the board as acting chairman.
30 Section 10. The Secretary, Expenses, etc. —  The
31 salaries and expenses of the board shall be paid by
32 the commonwealth. The board may appoint and
33 remove a secretary. It shall also be allowed such
34 sums as may annually be appropriated by the gen-
35 eral court for clerks, services, and travelling, and
36 other necessary expenses. Its records shall be kept
37 in its office.
38 Section 11. Medical Advisor. — The board, with



30 the approval of the governor and council, shall ap-
40 point a duly qualified physician as medical advisor
41 and, with like approval, may remove him at any
42 time for cause. The medical advisor shall formulate
43 the policies and practices in relation to medical
44 questions arising under chapter one hundred and
45 fifty-two A.
46 Section 12. Division of Self-Insurance. — There
47 shall be in the Department and under the super-
48 vision and control of the employees’ non-industrial 
40 disability compensation board, a division of self-
50 insurance under a director, who shall have charge
51 of said division. The board, with the approval of
52 the governor and council, shall appoint a director
53 of said division, and with like approval, may re-
54 move said director at any time for cause. Said divi-
55 sion shall perform such of the functions of said non-
56 industrial disability compensation board in relation
57 to the administration and enforcement of the pro-
58 visions of chapter one hundred and fifty-two A,
59 relating to self-insurance, as the board may from
60 time to time determine.
61 Section 13. Director of Special Fund. - There
62 shall be established under the supervision and con-
63 trol of the board a division of special fund payments
64 which shall perform such of the functions of the
65 board in relation to the administration and enforce-
66 ment of the provisions relating to the special fund
67 for payment of benefits to the disabled unemployed.
68 The board, with the approval of the governor and
69 council, shall appoint said director, and, with like
70 approval, may remove him at. any time for cause.
71 Section l'h There may be established and main-
72 tained under the control of the employees non-



73 industrial disability compensation board, not more 
<4 than six branch offices, in cities selected by it from 
75 time to time, after proper investigation, for the ad- 
70 justment of disputed cases, and for the better in-
77 formation of all parties as to theip rights under
78 chapter one hundred and fifty-two A. Said board
79 may provide such offices with rooms, furniture and
80 equipment, and appoint such officers, agents, clerks
81 and assistants as are necessary for the discharge of
82 the duties in connection with such offices.




