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[House, No. 2789, printed in Italics, of House, No. 2873

Ordered, That the Legislative Research Council is hereby authorized and directed
to make an investigation and study relative to the subject matter of current senate

document numbered 602, authorizing the Legislative Research Council to make
an investigation and study relative to certain pension benefits for dependents of
members of the judiciary; of current senate document numbered 604, authorizing

the Legislative Research Council to make an investigation and study relative to

the presumption that a certain physical condition or disease suffered by public
employees has been suffered in line of duty under the accidental disability retire-
ment law; of current house document numbered 2755, directing the Legislative
Research Council to investigate as to state reimbursement of towns for the cost
of maintaining patients in county tuberculosis hospitals; of current house docu-
ment numbered 2789, relative to an investigation by the Legislative Research Comal
of the establishment of an insurance authority for sickness compensation. Said coun-
cil shall report to the general court the results of its investigation and study by

filing the same with the Clerk of the House of Representatives from time to time,

but not later than the first Wednesday of December in the current year.
Adopted, with amendment, in concurrence

By the Senate, April

filing this report was finally deferred to
Note. •—The above dead line for

later than February 12, 1958.

the House, April

ORDER AUTHORIZING STUDY.
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To the Honorable Senate and House of Representatives.

Gentlemen; The Legislative Research Council submits here-
with a report prepared by the Legislative Research Bureau on the
basis of House Document numbered 2789, part of “omnibus”
House Document numbered 2873, relative to the establishment of
an insurance authority for sickness compensation.

The Legislative Research Bureau is limited by statute to “sta-
tistical research and fact-finding.” This report therefore contains
factual material only, without recommendations or legislative pro-
posals.

Respectfully submitted,

Sen. Silvio O. Conte of Berkshire
Chairman.

Rep. John T. Tynan of Boston,
Vice-Chairman.

Sen. John E. Powers of Suffolk.
Rep. John W. Costello of Boston.
Rep. Earle S. Tyler of Watertown.
Rep. Walter F. Hurlburt of Greenfield. |

Cfte Commontoealtl) of o@assacftusetw

LETTER OF TRANSMITTAL TO THE SENATE AND HOUSE
OF REPRESENTATIVES.

MEMBERS OF THE LEGISLATIVE RESEARCH COUNCIL
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To the Members of the Legislative Research Council.
Gentlemen: House Order, No. 2789, of the omnibus order,

House, No. 2873, directed the Legislative Research Council to in-
vestigate and study the establishment of an insurance authority
for sickness compensation and the establishment of a competitive
fund for sickness compensation.

The Legislative Research Bureau submits herewith such a re-
port. Its scope and content have necessarily been restricted by
the statutory requirements limiting Research Bureau output to
factual reports without recommendations or legislative proposals.

This report was prepared by James Roland McPherson of the
College of Business Administration of Boston College.

Respectfully submitted,

LETTER OF TRANSMITTAL TO THE LEGISLATIVE RE-
SEARCH COUNCIL.

HERMAN C. LOEFFLER,
Director, Legislative Research Bureau.
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By directive of the General Court, this study discusses two cash
iickness compensation proposals of 1957, House, Nos. 992 and
1583. Their salient features are compared with comparable pro-
visions of the cash sickness plans in operation in only four States
namely, New York, New Jersey, California and Rhode Island.

Purpose of Cash Sickness Proposals.
Both House, Nos. 992 and 1583 have the same statutory purpose,

as follows: “to compensate in part for the wage loss sustained by
individuals who are unemployed because of sickness or injury, and
to reduce to a minimum the suffering caused by such unemploy-
ment.” Such benefits paid in connection with sickness or injury
suffered on the job are parallel to the benefits paid under Workmen’s
Compensation when benefits are paid on account of illness or injury
occurring on the job.

Background in Massachusetts
“Cash sickness,” or temporary disability insurance, plans have

been proposed in the General Court during the past twenty years.
Interest reached a peak in 1951 when a compulsory bill providing
benefits through plans underwritten by private insurance com-
panies alone failed of passage by a single vote in the House. The
most recent of these proposals were House, No. 992 of 1957 which
was filed for the Massachusetts Federation of Labor, and Flouse,
No. 1583 of 1957 for the Massachusetts State CIO Industrial Union
Council.

In his recent Annual Message of 1958 Governor Foster Furcolo
urged support for a plan resembling “the California plan (which)
provides for coverage by a state fund, private insurance and self-
insurance.” House, No. 1583 fits this recommendation. So does
House, No. 992, since it also establishes a “competitive” state fund

C6e Commontoealtf) of epassac&usetts

SUMMARY OF REPORT ON CASH SICKNESS COMPEN-
SATION PLANS.
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by authorizing the proposed Insurance Authority, under certain
conditions, to approve voluntary private plans.

At least 28 States have considered some form of cash sickness or
temporary disability insurance plans since 1946. Four of them have
enacted a variation of compulsory “cash sickness,” each of them
with some form of a state fund. The salient features of their laws
are as follows:

Rhode Island. Temporary Disability Insurance Law of 1942
is co-ordinated with unemployment insurance program and covers
same employers and employees, i.e., employers with four or more
workers for 20 weeks. It is financed by employee contribution of
1 per cent of first $3,600 in annual wages; no employer contribution.

No private insurance carrier participation, and State operates
under monopolistic state fund plan. Maximum weekly benefit
amount, $3O for 26 weeks, with 7-day waiting period. Claimant can
receive both Disability and Workmen’s Compensation benefits at
same time, but not to exceed 85 per cent of weekly wages.

California. Unemployment Compensation Disability Law of
1946 is co-ordinated with the unemployment compensation pro-
gram. All employers covered as with unemployment compensa-
tion, i.e., employers of one or more employees. Employees auto-
matically covered by state fund unless they adopt approved private
plan which must provide benefits exceeding those of state fund.

Financed by employee contribution of 1 per cent of first $3,600
of annual wage, no employer contribution. Assessments against
private plans contribute to cost of benefits for disabled unemployed.
Maximum weekly benefit $5O up to a maximum of 26 times the
weekly benefit amount for any one disability; $lO hospital benefit
for 12 days. Seven-day waiting period. If benefits exceed Work-
men’s Compensation benefits, this plan pays the difference.

New Jersey. Temporary Disability Benefits Law of 1948 isjj
co-ordinated with unemployment insurance program. Covers same
employers and employees, i.e., four or more workers for 20 weeks.
Employees automatically covered by state plan unless they adopt
approved private plan.

Private plan benefits must at least equal those of state plan
financed by flexible employer-employee contribution. Maximum

Legislative Experience in Other States
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weekly benefit, $35 for 26 weeks, 7-day waiting period. Benefits
will not be paid if claimant is receiving Workmen’s Compensa-
tion for same period.

New 1 ork. Disability Benefit Law of 1949. Program admin-
istered by Workmen’s Compensation Board. Covers employers
of four or more workers in 30 days, financed by 0.5 per cent em-
ployee contribution, maximum, 30 cents weekly, employer to pay
additional cost if any. Maximum weekly benefit amount, as of

|| July 1) 195/, $45 for 20 weeks, with 7-day waiting period.
Program underwritten by private carriers with competitive state

insurance fund writing coverage on same basis as private carriers.
Benefits for unemployed paid out of special state fund financed by
assessment on insurance carriers. Claimant may not also receive
Workmen’s Compensation benefits at the same time.

Summary of House, Nos. 992 and 1583.
House, No. 992 would provide weekly benefits ranging from $lO

to $4O, plus $3 for each dependent under age eighteen for 26 weeks.
The premium charged for these benefits would be determined by
a new Insurance Authority. While employers would be obliged to
pay the full cost of the program, the Authority could approve private
plans affording rights equal to those provided in the law.

House, No. 1583 would provide weekly benefits ranging from $6
to $25, plus the same $3 dependency benefits for an equal length
of time. To provide these benefits, employers and employees would
each pay one half of 1 per cent on the first $3,000 of the wages of
employees. Employers with the support of a majority of their em-
ployees, could apply for approval of private, voluntary plans pro-
vided the benefits were greater than those required by statute. The
plan would be administered by the State Division of Employment
Security.

The Case for and against Cash Sickness Plans.
Pro. The proposed arguments for cash sickness or compulsorytemporary disability insurance are
1. Society should provide temporary, partial income replacement

for those workers who suffer non-occupational accident or illness.
2. The only way to assure protection for those who need it most



HOUSE No. 2954. [Mar. 195810

I

in sweated industries is by a law making it compulsory for all em-
ployers to provide cash sickness benefits.

3. The flat rate premium required for a state fund insures that
employees with the greatest need for benefits are not charged high
premiums.

4. A state fund provides the only sure way to provide maximum
protection for the money spent.

5. The nature of the program is more akin to social insurance
than to private insurance, hence a state bureau is the logical ad-
ministrative agent.

Con. The principal arguments against compulsory temporary
disability insurance are

1. The proposal is not justified, since (a) private industry is al-
ready providing the service needed, and (b ) employers should not
have responsibility for happenings beyond the scope of employment.

2. Compulsory insurance would harass a most important state
industry.

3. A state fund would socialize a segment of business and legis-
late the distribution of the cost of the program to all of society in
such a way that those consumers least able to pay would have the
burden foisted on them with increased prices.



House, No. 2789 of 1957, part of omnibus House, No. 2873,
which is reprinted on the inside of the front cover, directed the
Legislative Research Council to study the subject matter of two
long legislative proposals, House, Nos. 992 and 1583 of 1957, deal-
ing with sickness compensation. In general, these proposals would
provide cash sickness payments to workers under a proposed new
chapter 151 C of the General Laws, when they are disabled by ill-
ness or accidents not connected with their occupations (as workmen’s
compensation is now paid to them during job-connected disabili-
ties).

House, No. 992 of 1957, introduced by Rep. William F. Keenan
of Boston for the Massachusetts Federation of Labor, provided for
a new independent state agency, to be known as the Massachusetts
Insurance Authority. This Authority would administer a com-
pulsory cash sickness compensation program described in the bill
as compensating “in part for the wage loss sustained by individuals
who are unemployed because of sickness or injury, and to reduce
to a minimum the suffering caused by such unemployment.”

House, No. 1583 of 1957, was introduced by Rep. Thomas J.
Doherty of Medford on behalf of Reps. Thomas J. Doherty and
Alexander J. Celia and the Massachusetts State CIO Industrial
Union Council. It called for a state fund to serve the same purpose
as the preceding bill. The proposed fund was to be on a competi-
tive basis with private insurance company benefit programs, and
was to be administered by the State Division of Employment
Security.

Both bills were reported by the Labor and Industries Committee
on February 5, 1957, and referred to the House Ways and Means
Committee which combined them on March 11, 1957, with other
proposals for a study, in an omnibus bill, House, No. 2873.

Cbe CommontoealtJ) of egassaclnisetts

CASH SICKNESS COMPENSATION PLANS.

Origin and Scope of Study.
Chapter I. Introduction.
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Such legislative proposals have come to be known in Massachu-
setts as “compulsory cash sickness plans,” in contrast with the
more customary term used nationally of “temporary non-occu-
pational disability insurance.” To avoid confusion the term “cash
sickness plans” will be used throughout this text.

Although most western European nations have adopted some
form of compulsory temporary disability insurance as part of their
general social health programs, only four States of the United States
(Rhode Island, California, New Jersey and New York) have done
so in any degree.

The American Association for Labor Legislation prepared a model
bill in 1916 which had been introduced in the Legislature of 20
States by 1920. Special Commissions studied the proposal in
11 States, but all of them recommended against the proposal. It
was not until World War II that Rhode Island became the first
State to adopt compulsory insurance and establish an exclusive
state fund to administer the program. A more detailed discussion
is presented in a later chapter.

Legislative Background in Massachusetts.
Early Measures, 1917-1948. Legislative proposals for tem-

porary disability insurance programs are not new to the Massachu-
setts Legislature. As early as 1917, a message of Gov. Samuel W.
McCall to the Massachusetts Legislature, called for a form of com-
pulsory temporary disability insurance.

The background of the two bills under study can be traced
through relevant bills introduced during each session of the Massa-
chusetts Legislature since 1939. Initially, Massachusetts adopted
an employment compensation act in 1935, the operation of which
dates from three years later. In the following year, 1939, seven
bills were introduced proposing machinery for administration of
compulsory temporary disability insurance benefits; in 1941, eleven
more petitions were submitted none of them progressed. In
1943, five such proposals were turned over for study to the Ad-
visory Council of the Division ofEmployment Security. The Coun-
cil’s report (Senate, No. 10, of 1945) recommended against a com-
pulsory temporary non-occupational disability insurance law as
not being the answer to the social problem of hardship result-

Developments Elsewhere.
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ing from severe illness or disability. This report was accepted by
the General Court in 1945, at the same time as it rejected 10 more
petitions.

In 1946 the Advisory Council was again requested to investigate
the subject, including various proposals for an exclusive state fund
to collect premiums and administer the benefits; and again the
General Court accepted its negative findings (Senate, No. 470
of 1947).

Meanwhile, however, new national developments were under
vvay. In 1946, Congress amended both the Federal Social Security
Act and the Federal Unemployment Tax Act to permit those States
which had collected contributions from employees under state un-
employment law's to use part of such trust funds to establish sick
disability programs. On this basis three of the nine States wdiich
are eligible to draw upon the funds have done so. Thus Rhode
Island has drawn all of its available $2B million to assist its exclu-
sive state fund in this area. (Massachusetts’ share of funds is ap-
proximately $2O million.)

Increasing Controversy, 194-9-1951. Stimulated by the active
support of the three Annual Messages of Gov. Paul A. Dever in
1949, 1950 and 1951, interest in “cash sickness” reached a peak
involving bitter debate, active lobbying, a recess commission study,
and strong statements by religious, labor and industrial groups.
This conflict finally came to a vote on a compulsory plan, with
benefits to be provided entirely by private insurance plans, being
defeated by a single vote.

In 1949, seven “cash sickness” bills were filed, but attention
was centered on the one which would create an exclusive state fund
to administer the program. A majority of the Joint Committee on
Labor and Industries favored such a plan; but the House Ways
and Means Committee opposed it, and was sustained by a narrow
margin by vote in the House.

By request of the Governor, the Legislature created a recess com-
mission to study the question, and the commission recommended
an exclusive state fund, with administration placed with the Division
of Employment Security (House, No. 2575 of 1950). This report
was considered by the Joint Committee on Labor and Industries,
along with 14 other bills. The Committee reported in favor of the
Commission’s recommendation. The House Committee on Ways
and Means concurred. Nevertheless, the House defeated both the
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proposed measure (128 to 102) and, later, a compromise competitive
fund plan (123 to 112).

In 1951, eleven bills were introduced, but discussion centered on
two. Both the Committees on Labor and Industries, and Ways and
Means approved an exclusive state fund, but the committees’
recommendation was rejected (126 to IC3). Finally, in 1951, the
House voted on a plan which would have made temporary non-
occupational disability insurance compulsory for the firms of which
65 per cent of its employees so petitioned, provided the benefits
were furnished by private plans as in workmen’s compensation in-
surance. The bill failed to pass by a vote of 114 to 113.

Declining Interest, 1951-1957. This one-vote margin seems to
have been a turning point in enthusiasm for compulsory cash sick-
ness plans. In 1952, the Governor failed to mention the subject in
his annual message. An exclusive state fund measure was defeated
rather decisively (127 to 100) in spite of approval by the majority
of both the Joint Committee on Labor and Industries and the
House Ways and Means Committee. A segment of organized
labor agreed to support a compromise plan, comparable to one
adopted by California, which provided for a “competitive” state
fund with private plans, but this measure was defeated by about
the same margin (123 to 99). Then, the all-private compulsory
plan, which had lost by only one vote in the previous session was
defeated overwhelmingly (176 to 52). The composition of the
House had not changed materially inasmuch as there had been no
general election meanwhile.

Observers of the legislative scene report little interest in cash
sickness plans during the administration of Governor Herter. At
any rate, there was little enthusiasm in favor of the seven “cash
sickness” bills in 1953, the five in 1954, the two in 1955, and the
four in 1956. A commission ■was set up in 1956 to study the ques-
tion the fourth such since 1944 but it expired without sub-
mitting a report.

Proposal of Governor Furcolo in 1958.
In his recent Annual Message to the General Court Governor

Foster Furcolo urged the adoption of a compulsory cash sickness
program, comparable to that of California, to be served by a com-
petitive state fund. The Governor’s statement was as follows:
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Health and nou-occupational injury insurance plans have been broadly ac-

cepted by many of our leading industries. These plans recognize that loss of in-
come is a serious matter for the wage earner and his family. Statutory provisions
for similar plans have been made in Rhode Island, California, New Jersey and
New York.

The California plan provides for coverage by a state fund, private insurance
and self-insurance. The administration of such a plan in our Commonwealth
would be placed under a director of a division, under the employment insurance
system, and his duties would include the administration of the state fund and
supervision of all other private plans. The benefits paid would be similar to those
of our unemployment system with the benefits set under formulas in the act.
Restrictive provisions would be required to avoid burdening the state fund with
a disproportionate share of less desirablerisks.

I urge that consideration be given to the adoption of a similar health and non-
oceupational injury insurance plan for the benefit of all of our people. (Senate,
No. 1; January 1, 1958.)

Chapter 11. Legislative Developments in Other States since 1946.
The year 1946 has been selected as the start of this brief descrip-

tion of recent legislative attempts to pass compulsory temporary
disability insurance legislation in the other States. The reason for
selecting 1946 is that the so-called Knowland Federal Amendment
of that year authorized use of the employee payments into state
unemployment funds to pay cash benefits to disabled individuals.

Rhode Island Adoption of Cash Sickness Plan.
Through the enactment of this amendment to the Social Security

Act, Rhode Island was enabled to transfer $2B million to its dis-
ability compensation fund. That State had passed a compulsory
temporary disability insurance law in 1942, without serious opposi-
tion, which operated as an exclusive state fund, characterized as
“monopolistic” by its opponents. Ease of passage probably re-
flected (a) an employer viewpoint that the cash sickness plan
merely substituted in prosperou
for another unemployment tax;
insurance industry.

times one tax on their employees
and (b ) lack of opposition by the

The Rhode Island plan met v
and 1946. Indeed, its solvency
made available in 1946 bv the

ith little enthusiasm between 1943
was in jeopardy until funds were
Knowland Amendment, as noted

above. Until certain kinks were taken out of a rather hastily
written law, it is reported that a considerable number of employees
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were collecting greater workmen’s compensation and cash sick bene-
fits than their full weekly wages.

Rejections of Cash Sickness Proposals in Various States,
Since 1946, at least 229 bills have been introduced in 28 States

calling for some form of temporary disability benefits. Only three
States enacted cash sickness legislation between 1946 and 1949
(California, New Jersey and New York). Since 1949, no State has
adopted such a plan.

Over the first half of the past decade something like 50 bills were
introduced at the start of each biennial session in about 15 States.
Since then the number has slumped to about 20 bills introduced
biennially before 10 Legislatures. 1 This reduced interest and ac-
tivity is ascribed by critics to the rapid growth of voluntary group
insurance schemes and individual plans of income replacement,
particularly since 1950. Tims, the Health Insurance Institute es-
timates that more than $2 billion were paid in 1957 in premiums
of group accident and health insurance policies, and that over two
thirds of the employed population was thereby protected against
loss of wages due to disability caused by accident and sickness. On
the other hand, the friends of cash sickness plans believe that this
less receptive situation is due to less enthusiastic support from or-
ganized labor, and more active opposition from the private in-
surance companies

In 1950 the State of Washington decisively rejected a compulsory
cash sickness bill which had to be ratified by referendum before it
could become effective —by 74 per cent of the votes cast. Wash-
ington is the only State where the people have voted directly on a
compulsory state plan for non-occupational accident and sickness
insurance.

Five States, excluding Massachusetts, have had considerable sums
of money reserved in federal unemployment compensation funds
since 1946, which they could have drawn from the federal govern-
ment. The sums are given in the following tabulation which is then
discussed below:

Alabama $24,750,000
Kentucky 16,387,000
Louisiana 4,912,000
Indiana 1,764,000
New Hampshire 1,134,000

1 Based on data collected by the Insurance Economics Society of America, of Chicago, 111.
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The Alabama Legislature rejected a bill in 1947 providing com-
pulsory temporary disability benefits. Since then no other legis-
lative proposal has been introduced.

Similar Indiana bills introduced have not received legislative com-
mittee hearings. Kentucky has not taken any vote on the issue.
Louisiana discussed cash sickness bills on three separate occasions,
but rejected them after legislative hearings. In New Hampshire,
the Legislature upheld an adverse committee report after hearings;

|| since then, no floor vote has been recorded on this issue.
The five States mentioned above are not generally regarded as

being in the front rank of the States supporting progressive, social
legislation. However, five other States which are frequently so
cited Illinois, Wisconsin, Ohio, Connecticut and Minnesota
have studied the question of cash sickness plans without taking
favorable action. Developments in these States are briefly covered
below.

In Illinois, the report by a Joint Legislative Commit tee on dis-
ability unemployment compensation in 1947 expressed its negative
opinion as follows:

At this particular time, however, when the average worker is experiencing great
difficulty in stretching his income to meet extraordinary high costs and taxes, this
Commission is unwilling to recommend that a new tax should be taken out of his
already depleted wages or salary. It is the consensus of the Commission that
further study of this problem is justified and desirable to the end that establish-
ment of such a program might well be considered at a time when prices and the
national debt have been reduced to normal levels.

Since 1947, similar bills have been introduced at each legislative
session in Illinois, but there have been no favorable legislative com-
mittee reports.

In Wisconsin the Employment Security Department reported to
the Legislature in 1948. Since then only two bills have been intro-
duced, one in 1951 and another in 1955, but neither received legis-

4 lative committee approval.
In Ohio and Connecticut special commissions in 1950 and 1952,

respectively, cited the extent of existing voluntary protection with-
out recommending compulsory cash sickness plans.

Finally, in Minnesota, a comprehensive report by an Advisory
Council was filed on this subject in 1955. The majority of the
Council recommended that the Legislature should not pass an un-
employment sickness disability law. The Legislature concurred,
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and the two cash sickness bills filed that year failed to progress.
Since then, no bill has been filed in Minnesota.

Chapter 111. Comparison of State Plans and Massachusetts Bills.
Six major aspects of the existing laws in the four States with

cash sickness plans are compared below with similar data for the
two proposals of 1957 which are the basis of this study, namely,
House, No. 992, introduced for the Massachusetts Federation of
Labor, and House, No. 1583, introduced for the Massachusetts CIO
Industrial Union Council. House, No. 992 would create an Insur-
ance Authority to operate a compulsory cash sickness program.
House, No. 1583 would provide for a state fund operating on a com-
petitive basis with private insurance company benefit programs,
as is the case under the California plan now in operation.

The six major aspects of comparison are as follows:
1. Types of Cash Sickness Law.
2. Contributions of Employee and Employer.
3. Sizes and Duration of Weekly Benefits.
4. Sizes of Firms covered.
5. Bases of Administration.
6. Other Major Features.

Types of Cash Sickness Law.
New York. Tire plan is competitive between a state fund and

private plans, with the employer choosing which he prefers.
New Jersey. Benefits are provided automatically by a state

fund, but an employer and a majority of his employees may elect
to insure under private plans.

California. Benefits are provided automatically by a state
fund, but private plans may be approved if employers and em-
ployees so petition.

Rhode Island. Benefits are provided automatically by an ex-
clusive state fund.

House, No. 992. Benefits are provided by a state fund of insur-
ance authority which may approve private plans under certain
conditions.

House, No. 1583. Benefits are provided by a state fund, but
employers and the majority of employees may apply for approval of
voluntary plans under certain conditions.
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Contributions of Employee and Employer.
NewYork: Employee: }/% per cent of first $6O of weekly

wages.
Employer; balance of cost.
Employee: % P er cent of first $3,000 of annualNew Jersey

wages.
Employer: per cent of first $3,000 of annual

wages if in state plan, otherwise balance of cost.
Employee: 1 per cent of first $3,600 of annual

wages.
California:

Employer: none.

Employee: 1 per cent of first $3,600 of annualRhode Island:
wages.

Employer: none.
House, No. 992: Employee: none.

Employer: to be determined by authority on first
$3,000 of annual wages.

House, No. 1583: Employee: per cent of first $3,000 of annual
wages.

Employer: per cent of first $3,000 of annual
wages.

Size and Duration of Weekly Benefits
NewYork: Minimum; $lO, or average weekly wage, which-

ever is less.
Maximum; $26.
Duration: 13 weeks.

New Jersey: Minimum: $9 for 26 weeks.
Maximum: $35.
Duration: 26 weeks.

£ California: Minimum; $lO.
Maximum: $5O.
Duration: 26 weeks.

Rhode Island: Minimum; $lO.
Maximum: $3O.
Duration: 26 weeks.
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House, No. 992: Minimum; $lO.
Maximum; $4O.
Duration: 26 weeks.

(Note: In addition, $3 for each dependent child
under age 18.)

House, No. 1583: Minimum: $6.
Maximum: $25.
Duration; 26 weeks.

(Note: In addition, $3 for each dependent child
under age 18.)

New York. Employers of four or more on each of 30 days in
one calendar year.

New Jersey. Employers of four or more in 20 weeks.
California. Employers of one or more and $lOO pay roll in any

quarter.
Rhode Island. Employers of four or more in 20 weeks.
House, No. 992. Employers of one or more on some day in each

of 20 weeks.
House, No. 1583. Employers of one or more on some day in

each of 20 weeks.
Bases of Administration

New York. Administered by Workmen’s Compensation Board,
New Jersey. Co-ordinated with unemployment insurance pro-

gram and administered by Department of Employment Security.
California. Co-ordinated with unemployment insurance pro-

gram and administered by Director, Department of Employment.
Rhode Island. Co-ordinated with unemployment insurance pro-

gram and administered by Division of Employment Security.
House, No. 992. Separate and autonomous Insurance Authority

to consist of 5 members appointed by Governor, confirmed by coun-
cil, for 6-year terms at salary of $7,500. Of the five, two would be
representatives of labor, one of industry, one of the public, and one
of the insurance industry.

House, No. 1583. Co-ordinated with unemployment insurance
program and administered by the Director of Division of Employ-
ment Security.

Size of Firms covered.
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Employees Excluded. The four existing state laws and the two
proposed bills in Massachusetts all exclude farm laborers, day
students, casual employees of certain non-profit organizations,
railroad and government employees and certain others.

Religious Exemptions. House, No. 992 specifically excludes any
employee who follows the Christian Science faith. The laws of
New York, New Jersey and Rhode Island have a similar provision.

House, No. 1583 does not mention Christian Scientists, but the
administrators of the California law, which is similar to House,
No. 1583, have accepted certification of disability by Christian
Science practitioners to support claims for benefits.

Self-Insurance. With the exception of the program in Rhode
Island, all plans under discussion make provision for self-insurance
plans to be approved by the proper authority. Properly set up,
adequately financed, and efficiently administered self-insurance
plans are considered by some companies to be an effective risk-
spreading device, especially for large firms.

Voluntary or Private Plans. No private plan is permitted under
the Rhode Island statute. Private plans are possible in New Jersey
and California, as they would be permitted under House, Nos. 992
or 1583.

Such experience of private insurance companies has been un-
satisfactory. For example, in 1957, in California, wdth increasing
benefits contributing to loss ratios, 45 per cent of the companies
experienced a loss and expense ratio of over 100 per cent. Less
than 50 per cent of the risks in California are insured by private
carriers. As a result of the California experience, insurance com-
pany representatives are convinced they will be squeezed out of
competition both in New Jersey and California.

Mr. J. M. Smith, President of Continental Casualty Company,
indicates the typical sentiment of the insurance industry in the

following statement:
. . . where a state fund is no more than a thinly disguised subsidy paid for

out of general taxation, I object most strenuously both to the basic idea and to
the deception which is practiced on the taxpayers.

The contrast of the experience of private insurance carriers in
New York with those in California bears out the contention that

Other Major Features.
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where a state fund pays premium taxes, and all firms are not auto-
matically insured by the fund, private insurance carriers are not
squeezed out of business. In 1955, in New York, the distribution
of premiums collected was

$3,857,000, or 82 per cent, in private carriers
661.000, or 14 per cent, in self insurance
185.000, or 5 per cent, in the state fund

$4,703,000, or 100 per cent I
Chapter IV. Arguments for and against Compulsory Cash Sickness Plans,

Problem, of Disability causing Economic Hardship.
Pro. As one of their strongest points, the proponents of cash

sickness plans stress the potentially catastrophic burdens of workers
from temporary or permanent disability not connected with their
jobs. Workmen’s compensation insurance provides benefits as a
partial substitute for wages lost when a worker is disabled tempo-
rarily or in the course of his employment. The cost of
such insurance is considered to be a cost of doing business, and, as
such, is passed on to society in the price of the product or service.

Likewise, Old Age and Survivors Insurance (OASI) provides a
partial substitute for wages if a worker is disabled because of super-
annuation. The cost of such insurance, paid at least in part by the
employer, is passed on to the consumers in the price of the product
or service to the extent that such shifting is competitively possible.

Finally, if an employer cannot supply work, unemployment com-
pensation insurance provides a partial substitute for wages he has
lost for a period. While employers in Massachusetts pay the full
tax to support the unemployment compensation insurance fund,
the long-run incidence of the tax is passed on to society in the price
of goods and services whenever it is competitively possible to do so.

Given these precedents and the logic on which they are based|J
the proponents strongly urge compulsory n on-occupational dis-
ability insurance (paid for wholly by the employer in House, No. 992
sponsored by the American Federation of Labor, and shared by
employer and employee under House, No. 1583, the State CIO In-
dustrial Union Council bill). If a worker is disabled because of in-
juries or illness arising outside the course of his employment, tern-



HOUSE No. 2954.1958.] 23

porary disability insurance should be provided as a partial substitute
for his wage loss. There is not any great concern over the sharing
argument, because it is claimed that the resultant insurance cost
must ultimately be borne by society if a firm is to remain solvent.
Therefore, whether the employer pays the full cost at the outset,
as he often does under existing voluntary plans, or shares the insur-
ance premium cost with his employees, in the long run it is im-
material.
p Con. Various opponents of compulsory cash sickness benefit
plans concede that a worker’s disability is undeniably one of the
major hazards which he faces. Temporary disability due to non-
occupational accident or illness has produced such catastrophic
economic burdens upon individuals that the problem of distributing
the incidence must not be dodged.

But legislating a compulsory cash sickness program, insist the op-
ponents, is not the proper solution, since such legislation is not a
proper activity of government. The case is very different for work-
men’s compensation insurance programs, which involve worker
hazards for which the employer should accept responsibility.

Loss of income due to non-occupational accident or illness occurs
when the employer has no legal or moral right to control the be-
havior of his employees. Since this type of disability is entirely a
personal problem, the employee should be free to join, or not to
join, with others facing a similar risk of loss, thereby utilizing the
insurance principle to spread the economic burden.

Legally, argue the opponents, no principle of government can
properly impose responsibility upon an employer for disability be-
cause of circumstances in which he has no legal right to intervene.

Connected with the above is the principle that government should
only seek those services which its citizens cannot provide for them-
selves.

This view is reflected in an editorial in the Boston Pilot which in
•art declared that

There has developed in this country in recent years the real danger of over-
centralization, of over-dependence upon our government —• state and national
in all kinds of matters. Many of us have come to look upon the government as
the Great Rich Uncle, always standing by with a hand-out. Meanwhile that old
Uncle has become overburdened; top heavy, and in many cases, has been forced
to work with a professionalized bureaucracy, not always too careful of the best
interest of democracy

....
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A case in point would be the recent bill before the Massachusetts Legislature
which asked for cash benefits to be paid from state funds for sickness and non-
occupational accidents. The bill fortunately was defeated. Although the motives
behind this piece of legislation were certainly the most laudable, we agree with
Msgr. John O’Grady of the National Conference of Catholic Charities, when he
asks rhetorically: “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?” . . .

Archbishop Cushing stated the case quite courageously that day when he said:
“In the opinion of many, my own country has been travelling the road towards*
State Socialism for several decades . . . the Socialist State is inevitably a Slave®
State . .

. and individual benefits secured from the Welfare State on a short-time
basis are paid for by a long-range forfeiture of liberties far more precious than any
immediately material advantages.” (July 29, 1950.)

Pro. Those favoring compulsory legislation point out that at
present a substantial segment of our workers are undoubtedly
denied necessary cash sickness benefits. Those in small firms and
in sweated and unorganized industries are the ones who most need
the benefits, and yet will not obtain them if voluntary action of
employers is relied upon.

Petitioners for the new legislation point out that existing plans
negotiated through collective bargaining provide more protection
than could be required by law. Yet these generous plans are
strengthened by the security that arises from a minimum floor
under the benefit structure. The existence of more generous plans
does not constitute an argument against providing minimum sub-
sistence benefits to all. Moreover, without a law those employees
who are enjoying non-negotiated private insurance plans will con-
tinue in fear that their employers will eliminate the protection.

Some opponents argue that compulsory cash sickness plans which
establish minimum standards tend to reduce more liberal existing
plans to the statutory level. Such an argument is questioned by
proponents in the very light of the success obtained already by
ganized labor in obtaining present cash sickness benefits.

It should be remembered, the argument runs, that minimum
wage legislation has not dragged existing wage structures down to
the minimum subsistence level. Likewise, the benefits of the
Federal Old Age and Survivors Insurance has been supplemented
by private pension plans, as have workmen’s compensation benefits
by special private plans.

Status of Voluntary Plans.
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Con. The evidence demonstrates that voluntary cash sickness
plans are usually providing benefits far in excess of state dictated
proposals. The fact that 82 per cent of workers in Massachusetts 1

have cash sickness benefits indicates that workers do work out
satisfactory plans without the compulsion of a law. Even the small
minority of workers not now covered is being reduced daily as con-
sciousness spreads of the flexibility of private plans and of the
reasonableness of their cost.

Effect on the Economy.
Pro. It is axiomatic that compulsory cash sickness benefits

provide income continuation, which otherwise would not be present
for workers. To the extent that continued purchasing power
enables a continuance of sales, profits and opportunity for invest-
ment, our economy as a whole is benefited.

Moreover, the introduction of cash sickness benefits should be
neither inflationary nor deflationary, since reserves would be in-
vested and the income to any fund would equal the outgo. Thus,
conclude the proponents, greater stability is built into our economic
system by such legislation.

Advocates of the legislation also say that cash sickness plans
provide for a kind of forced savings for employees to be used as
purchasing power when income is stopped. Whether the employee
contributes the premium or not, the benefits are considered to be a
fringe part of his income. Since the premium is a cost, the worker
may consider it as monies which he could have had in hand, but
which were siphoned off for future income at a time when he be-
comes disabled.

Con. Opponents to any such law T reason that all salutary effects
upon the economy of a cash sickness plan can be accomplished more
effectively by voluntary agreement than by a law. They say that
aside from the nature of the cash sickness proposals, the motivating
philosophy behind them is inimical to sound administration of pri-

* vate business. More important than the effect of the cost of com-
pulsory cash sickness compensation is the impression which the ad-
vocates of such legislation make upon employers. How could an
employer enjoy doing business in a State, they ask, where social
planners had “ hoodwinked ” a Legislature into dictating the choice of

1 As estimated by John H. Miller, Vice President and Actuary of Monarch Life Insurance Company,
Springfield, Mass. January, 1958.
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how he must compensate his employees? They declare that it seems
inconsistent for an administration to encourage new and better in-
dustries to locate within the Commonwealth while, at the same time,
it goes so far as to consider legislation which would harass the very
important and stable insurance industry of the Commonwealth.
New Tax Issue.

Pro. Proponents categorically deny that compulsory “cash
sickness” plans would impose another new tax on employers; that
some existing industries will be driven from the State; that ne\#
industries will be discouraged from coming to Massachusetts.
They contend that employers of large groups already have such
programs at a cost higher than under either proposed bill.

For the vast majority of employers, the bill would impose no
additional burden. If desirable firms seek to locate with good local
labor forces they will be cognizant that progressive social legisla-
tion keeps a competent work force healthy and productive. Such
firms will not, contend the proponents, let $l5 per worker per year
deter their plant location, since they would have planned to expend
more than the $l5 on private cash sickness benefits

Con. Insurance company executives who oppose compulsory
cash sickness point out that Massachusetts residents paid $70,-
000,000 in accident and health premiums in 1956 which accounted
for $1,400,000 in premium taxes. State funds in Massachusetts
would pay no premium tax. Moreover, it would be necessary for
the Legislature to raise another $1,400,000 in new taxes to offset
the premium tax 1

Role of Insurance Industry in Massachusett
Pro. Proponents speak of the very favorable climate for e

tablishment and development of the insurance industry in Massa-
izens of domestic companies which
to the plans of the Travelers and

s for new buildings in Boston,
the recent growth of accident and

chusetts. They point to the d<
have flourished here as well as
Prudential Insurance Companie

Finally, proponents point to
health insurance sales as eviden that mere discussion of cash sick-
ness benefits the insurance industry. They feel that a compulsory
law will force more attention to income replacement insurance and
result in even greater increased sales.
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Con. Opponents of compulsory cash sickness declare that any-
thing which harms the most important industry in any State works
to the disadvantage of all of its citizens. Both Governor Herter and
Governor Furcolo have publicly referred to insurance as the most
important industry in the Commonwealth. Evidence in other
States convinces opponents that compulsory cash sickness would
harm the accident and health business. Any legislation which
would be prejudicial to the accident and health business would in-

Mure the entire insurance industry in our Commonwealth
In 1956 there were net business transactions to the Common-

wealth of about one billion dollars from the domestic insurance
companies because of sales outside of the Commonwealth. The
dollars brought into Massachusetts help to make the insurance in-
dustry most important to its economy.

The insurance industry employs over 120,000 persons in Massa-
chusetts, whose incomes generate jobs and incomes for hundreds of
thousands through a multiplier effect. In addition to the $15,-
000,000 in premium taxes which the industry pays, it is responsible
for millions in real estate and income taxes paid by thousands of

Ms connected with the activitiespersons, partnerships and corporati
of insurance companies.

Health and Welfare.
Pro. Proponents point out th

partial replacement of income are
and treatment of their ills, thereby i

at workers who are assured of
prone to seek earlier diagnosis
peeding their return to complete

health, and productivity is enhanced. While the increase in pro-
ductivity is difficult to measure, it is undoubtedly present and bene-
fits the employer.

Moreover, they argue a spread to unprotected workers of in-
come continuance plans would lessen the drain on welfare funds.
Generally more than 30 per cent of all new welfare cases opened

rfre due to change in economic circumstances. Since more than 10
per cent of new cases generally result from non-occupational dis-
ability, a substitution of partial replacement of income for total
loss of wages might wr ell reduce welfare costs.

To the extent that general taxes are reduced by lowrer welfare
spending, employers and other taxpayers benefit. To the extent
that insurance benefits replace the need for public charity, society
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benefits. The preservation of the dignity of the individual is a laud-
able goal of any legislative proposal.

Con. The argument that a compulsory state fund dispensing
benefits would enhance the economic lot of doctors leaves the medi-
cal profession cold. Massachusetts doctors seem to fear a state fund
as a first step toward “socialized medicine,” and the subsequent
breakdown of the privileged relationship between doctor and patient.

The opponents deny the above argument of a lessening of welfare
costs. They claim there coidd be only a shifting in the burden offt
payment for public welfare from those best able to those least able*
to pay. The shift, they say, would promote injustices in present
tax arrangements.

Pro. —• If the basic assumption is made that government should
provide minimum standards of economic decency and security, then
the conclusion is forced that a compulsory plan is necessary if all
workers are to have minimum protection.

Insurance companies present an “official, united-front” in op-
position to any form of compulsory “cash sickness” legislation.
The fact is that some insurance voices murmur that compulsion
per se is not anti-social so long as all-private plans are instituted.

All organized labor supports the compulsory aspects of the bill.
Moreover, a splinter group of insurance company executives and
producers can be discovered who support cash sickness as the only
means of forcing a hard core of marginal employers to accept their
responsibility to society and to their employees.

No one compels an employer to go into business. If he does,
cash sickness laws force him to do what he ought to do voluntarily.
Compulsory automobile liability insurance is in effect in Massachu-
setts, but no one compels a person to buy an automobile. If a ve-
hicle is bought, however, the compulsory law compels action which
ought to be voluntary, that is, provide insurance to indemnify thes
disabled.

Con. Any compulsion in the field of cash sickness will prevent
the growth of more comprehensive voluntary plans, argue the op-
ponents. They state that the income of all workers is limited and
all are forced to choose among alternative choices in using that in-

The Issue of Compulsion.
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come. If workers prefer to group together to purchase Blue Cross
and Blue Shield, or some other medical benefit rather than partial
wage replacement, the State has no right to say they err or are
unwise. It would be no less objectionable for the State to dictate
the minimum amount of dollars to be spent for bread or rent.

Pro. Only through the device of some sort of a state fund can
the Commonwealth obtain the $2O million now held in trust by the
federal government for the establishment of such a. program in the
Commonwealth. Massachusetts workers have made payment to
the federal unemployment fund which “may be used in the pay-
ment of cash benefits to individuals with respect to their disability,
exclusive of expenses of administration.” This large sum, and the
interest thereon, should guarantee the solvency of a state fund dur-
ing its initial period of operation.

The proponents urge that a state fund, whether set up as an
Insurance Authority or a competitive fund, is the only device which
can be subjected to sufficient public control to provide the neces-
sary services to all workers at minimum prices. Such a fund, they
point out, operates efficiently for unemployment compensation and
serves the public interest.

Proponents of a state fund doubt the assumption that private
insurance companies will provide benefits at the lowest possible cost
for any insurance mechanism to provide them. They declare that
if an insurance company accepts the challenge of a state fund and
can provide equal or greater benefits at the same price, nothing in
the law prevents them from doing so now.

Con. Opponents point out that legislation has previously been
submitted to the General Court which would have created an ex-
clusive state fund to administer a cash sickness program, while the
bills under discussion here purport to create (a) an Insurance Au-
thority which would tolerate voluntary plans under certain condi-
tions, or (5) a so-called “competitive” state fund.

The exclusive state fund was properly labeled as monopolistic,
since, by definition, there would have been only one seller of the
benefits, and that seller would have been a newly created state
bureau. Opposition to an arrangement which obviously was ob-

State Fund Aspects.
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jectionable to religious and civic leaders, as well as business and
most of labor, resulted in the present substitution of a “competitive”
state fund or an Authority.

The funds proposed, like the so-called competitive state fund of
California, are not competitive with anything. The law grants a
monopoly, making the fund the sole seller of cash sickness benefits.
Moreover, the fund is relieved of the necessity of paying the usual
2 per cent premium tax required of private insurance carriers. To
be sure, after every one is automatically insured under the state ||
fund, private plans may be approved if the benefits are greater
(House, No. 1583), or are the same for all (House, No. 992).

The state fund develops customers by legislative fiat. It pays
no tax. Its hidden administrative costs, for example, in the re-
cruitment, selection and training of personnel, are borne by gen-
eral taxpayers. Therefore, conclude opponents, the state fund pro-
vides only unfair competition if it tolerates any competition at all.

*
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