
A D D R E S S
OF

His Excellency

DAVID I. WALSH
TO

The Two Branches
O F  T H E

LEGISLATURE OF MASSACHUSETTS.

J a n u a r y  8,  1 9 1 4 .

BOSTON:
WRIGHT & POTTER PRINTING CO., STATE PRINTERS, 

92 HERNE STREET.
3 914.





A D D R E S S .

Gentlemen of the General Court of Massachusetts.
We meet, filled with a deep sense of gratitude to 

the people of Massachusetts who have honored us 
by confiding the affairs of their government to us. 
According to long established custom, the first act 
of a Chief Executive is to outline to your honorable 
body the policies which he deems important to the 
welfare of the State, and to urge their enactment 
into legislation.

Whatever my recommendations may be, I am 
well aware that I can do but little without your 
steadfast confidence and support. The powers of 
the Chief Executive alone are extremely limited; 
your powers, however, are almost limitless in what 
you can do to make the State government more 
broadly useful.

New and more delicate tasks yearly confront us. 
We must realize that the older tasks merely of 
maintaining peace and order, safeguarding public 
property and rights, and preventing or punishing 
offences against the law are still important. In



4 GOVERNOR’S ADDRESS. [Jan.

recent years it has been found necessary for the pro
tection of the general welfare to exercise some con
trol in the interest of health, safety and public 
service over the means and methods of commercial 
activity. The powers given to you are ample and 
undoubted to grapple with all the problems new 
conditions have developed.

The people have not transferred their government 
to us. They still retain ownership and all the rights 
and powers of ownership. We are merely their 
temporary agents in performing duties which they 
have delegated to us. We are all called to service, 
and whatever our views may be upon political 
principles, there is no question about our common 
devotion and loyalty to the Commonwealth. There
fore, I confidently invite the hearty co-operation of 
you all.

I undertake my work, entertaining the firm belief 
that each one of you has the same wish that I have 
myself to provide the best government we are able 
to supply; and, further, that you have the same 
willingness to help me in doing my part of that work 
as I have to help you in doing your part. That we 
shall make some mistakes we know alread} .̂ All I 
can promise is that I shall strive conscientiously not 
to swerve from the true course as I see it.

I now mention some of the things that have 
enlisted my attention.
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PILGRIM  CELEBRATION.
An organization of public-spirited citizens has 

taken the initiative for a Tercentenary Celebration 
in 1920 of the establishment of the first permanent 
settlement at Plymouth. This movement should 
receive the heartiest approval of all our citizens, 
and it seems proper that the Commonwealth should 
take some official action recognizing the importance 
of this coming anniversary, providing for the con
sideration of its adequate and fitting celebration 
by a commission of citizens representing the his
torical, industrial, commercial, agricultural, edu
cational and civic interests of New England.

CONSTITUTIONAL CONVENTION.
It has been more than half a century since the 

people of Massachusetts have considered their con
stitution as a whole for the purpose of revising it 
and making it consistent with the conditions of 
the day. The strong public demand for certain 
changes in our Constitution compels the Legis
lature, year after year, to consider the same pro
posals for its amendment. The time of committees 
and of the Legislature itself is consumed, the length 
of the session is extended, and the normal business 
of legislation is embarrassed by these constantly 
recurring demands. The failure of the Legislature
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to act on them only incites their advocates to more 
vigorous insistence, and tends to foment distrust 
of our representative government among a large 
body of intelligent, patriotic citizens.

Therefore, I recommend that the Legislature 
cause to be assembled with the consent of the 
electorate a body of citizens, who shall be selected 
without party designation, to formulate amendments 
to our Constitution, which, submitted to the voters 
of the State, will tend to settle otherwise irrepressible 
controversies, and will make our Constitution con
form more nearly to. the needs and to the public 
opinion of the day.

The following proposals I suggest as the most 
persistently pressing for constitutional authority: —

1. The initiative, the referendum and the recall 
of elective officers.

2. Biennial elections.
3. The abolition of the Executive Council and 

enlarging the powers of the Lieutenant Governor.
4. Woman suffrage.
5. Rights of cities and towns to deal in neces

saries of life in times of public distress.
6. Government by majority.
7. I he right of the Governor to veto specific 

items in appropriation bills.
8. Homestead legislation, whereby the Common

wealth may help people of small means to acquire 
homes of their own.
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9. Revision of taxation system.
10. The making of workmen’s compensation com

pulsory.
STATE FINANCE.

The Commonwealth co fronts a serious financial 
situation. The percentage of increase in expendi
tures since 1904, the first year that the State assumed 
the care of the insane, has been 98 per cent. While the 
expenditures of the State in this period have almost 
doubled, there has been only an increase of about 
20 per cent, in our population.

The estimated expenses, under existing laws, for 
the fiscal year ending Nov 30, 1914, are $17,773,578. 
The estimated revenue is $9,250,000. The cash on 
hand Dec. 1, 1913, the beginning of the present 
fiscal year, was $3,214,091. The warrants remaining 
unpaid at that time, added to the warrant for Decem
ber expenses, and a balance of $2,000,000 unexpended 
1913 appropriations, which are available for 1914,. 
reduce this amount to $742,918. This leaves in 
sight to meet the expenses of the government for 
the current year, $9,992,918 which, subtracted from 
the estimated expenses, leaves a difference unpro
vided for, which must be met by taxation, of $7,780,- 
659. The balance unprovided for is over $2,300,000 
more than the figures of one year ago. The esti
mates from which it is derived cover only such 
appropriations as existing legislation require, and
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all special appropriations of the present session 
must be added in determining the amount of the 
State tax. The General Court of 1913 passed
legislation requiring new annual and special ap
propriations of $2,435,639. With an increase of 
about $850,000 over last year in the total of the 
estimates calling for new buildings and improve
ments, it is quite apparent that unless the utmost 
care is exercised in authorizing appropriations for 
new and special undertakings the State tax may 
easily be $11,000,000.

The interest charges alone upon the State debt 
amount to $1,462,538. The direct debt, indebted
ness for which the whole State is directly liable, 
is $24,280,454. The contingent debt, the payment 
for which the cities and towms in the metropolitan 
park, water and sewerage districts are responsible, 
is $57,402,261. In the five years from Nov. 30, 
1909, to Nov. 30, 1913, the net direct debt of the 
State has increased from $18,980,755 to $24,280,454.

These figures of revenue, expense and debt tell 
their own story. The time has come to call a halt, 
and I urge upon you the closest scrutiny on all re
quests for money from the public treasury, and 
would have you always to bear in mind that you 
are legislating for the whole Commonwealth and not 
for any particular community.

There is now in the treasury of the Commonwealth
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$524,000, accumulations from the prison industries 
covering a period of years. This money yields 
2x/2 per cent, interest, while the State is now 
paying from 4 to 4]^ per cent, for money. I rec
ommend that this fund be used for work of a 
permanent nature, such as institution buildings, 
authorized during the present year, and that here
after all revenue received from prison industries 
be used to partially offset the expenses of main
taining the various institutions yielding this revenue. 
It does not seem just or equitable that the revenues 
received from the penal institutions each year should 
not be used to lessen the tax burden of those who 
provide the means for maintaining these institutions.

EXCISE TAX ON FOREIGN CORPORATIONS.
The State is very much in need of revenue. The 

tax upon foreign corporations doing business in 
this Commonwealth is a normal and proper way of 
raising it. Such a tax has very recently been held 
by the Supreme Court of the United States to be 
constitutional. As our own corporations pay such 
a tax, it seems both equitable and just that the 
privileges of foreign corporations doing business 
in this State, although not engaged in interstate 
commerce, but availing themselves of this market, 
should be taxed. The State first undertook the 
levying of such a tax at the time the business cor-
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poration law was enacted (chapter 437 of the Acts 
of 1903). At that time large foreign corporations 
doing business in this Commonwealth vigorously 
opposed such a tax. As a result, this law, as 
amended by the Acts of 1907, chapter 578 (see 
also Acts of 1909, chapter 490, Part 3, section 56), 
provided for a tax of one-fiftieth" of one per cent, 
of the par value of the authorized capital stock 
of such corporations, limiting, however, the total 
amount of the excise tax that any corporation 
should pay to $2,000 per year. Such a law is a 
form of class legislation in favor of large corpo
rations, precisely the ones most able to pay it.

I am unable to find any just or equitable reason 
for compelling every corporation capitalized for 
$10,000,000 or under (for the maximum tax of 
$2,000 is reached upon a capitalization of $10,- 
000,000) to pay a tax at the rate of one-fiftieth of 
one per cent, of its capitalization while all corpo
rations having a capitalization of over $10,000,000 
pay less than one-fiftieth of one per cent, of the 
capitalization. It amounts to providing for a full 
tax upon every small and struggling corporation 
and a partial tax upon every excessively large 
corporation.

I recommend that this class distinction be elimi
nated and that the excise tax on foreign corpora
tions shall be uniform for all corporations. If the
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change proposed in the law is made, an increase 
estimated at $230,000 annually will be added to the 
State revenues from this tax.

TAXATION.
In urging the need of a constitutional convention, 

I have pointed to our taxation system as demanding 
immediate reform. The evils in the existing system 
have long been recognized, and efforts to correct 
them have been futile because the weakness is funda
mental and can only be remedied by changes in the 
organic law. Our Constitution was framed at a 
time when intangible personalty as a form of prop
erty was unknown. Stocks and bonds and other 
credits did not come within the purview of those who 
drafted the instrument, and the uniformity of rate 
upon all classes now recognized as property, imposed 
by the requirement that taxation shall be “ pro
portional,” has led to the concealment of millions 
of dollars of taxable value, with a great yearly loss 
to the revenue of the State and increasing lack of 
confidence in a government that exacts from the 
small holder of tangible property the last cent while 
the holder of large amounts of intangibles goes 
untaxed.

In a communication to the House of Representa
tives in April, 1913, the Tax Commissioner estimated 
that not less than $4,646,000,000 of taxable personal
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property escapes taxation. The total assessed valua
tion of real estate as reported by the municipalities 
as of April 1, 1913, is $3,353,716,536, and of personal 
property, $1,084,742,120. Estates of deceased per
sons coming under the scrutiny of the Tax Com
missioner’s department were three and one-half 
times as much personal property as real estate. 
This is true of all estates examined during the 
period of four years, and supports the estimates 
made.

To reach effectively this personal property for the 
purpose of taxation the Constitution must be 
amended. Whether the amendment should be so 
broad as to permit a classification of property for 
taxation of several forms at several rates, as is 
strongly advocated by some of the leaders in the 
movement of taxation reform, or shall provide for 
a system of income taxation such as has proven suc
cessful in Wisconsin, is so great a problem that it 
should be dealt with by a constitutional convention.

To amend the Constitution even by a constitu
tional convention will take time, and pending such 
action the present law should be strengthened that 
it may more effectively be enforced. To this end 
I recommend the enactment of legislation as fol
lows : —

First. — That with every deed conveying real 
estate there shall be filed under oath a statement of
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the true consideration for the conveyance; that such 
filing shall be in the registry of deeds, and shall be 
open only to the inspection of the taxing authorities 
of the State.

Second. — That the Tax Commissioner’s authority 
be extended so that he may set aside an assessment 
in whole or in part, and may order or make a new 
assessment in any municipality.

Third. — That a system of compulsory return 
should be established. I do not mean by this that 
every man and woman should be required to make 
a sworn return or be fined or imprisoned for failure 
to do so. Such a law might defeat itself. I do 
mean that the duty of the assessors should be so 
strictly stated that returns will be made by all hav
ing taxable property. For instance, a law that in 
case no return is made the person shall be actually 
assessed to the best knowledge of the assessors, and 
then a penalty equal to five times the tax imposed, 
would secure returns.

Fourth. — That upon discovery of any property 
that has escaped taxation a tax shall be assessed for 
the current year and a similar tax for each of the 
preceding five years.

The suggestion that the Tax Commissioner may 
be given power to set aside an assessment in whole 
or in part, to order or make a new assessment, may 
be opposed upon the ground that it is an interference
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with home rule, but that view is untenable. The 
taxing power is primarily a power of the Common
wealth as an entity, and the abuse of authority 
delegated to municipalities by some local assessors 
furnishes ample reason for State interference to 
provide against nonfeasance, if not malfeasance, in 
the exercise of delegated power. It is notorious that 
boards of assessors in certain municipalities have 
virtually made agreements with men of wealth that 
the latter should take up their residences in the par
ticular towns or cities, with an understanding as to 
the amount of assessment to be placed on their per
sonal property. It may be that the power to appoint 
a member of the board of assessors or to remove 
delinquent or inefficient assessors if given to the Tax 
Commissioner will go further to remedy this and 
similar evils, but I am convinced that if the power 
to set aside and make assessments rests with him 
the evil results of delinquency and inefficiency will be 
minimized.

Public Corporation Taxes.
Certain corporation taxes now collected by the 

Commonwealth are distributed to various munici
palities in accordance with the ownership of stock 
of such corporations by the residents of such mu
nicipalities, namely the taxes paid by railroad, tele
phone and trust companies. The municipalities 
which most benefit by this distribution are generally
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the rich towns. It is suggested that a law be en
acted to provide that the franchise taxes paid by rail
roads, telephone companies and trust companies shall 
all be retained by the Commonwealth, as they are 
State-wide companies. If constitutional, the same 
law should be made to apply also to the tax on 
stock of national banks. For somewhat similar 
reasons taxes paid by the gas and electric companies 
might well be distributed to the municipalities where 
the companies operate, rather than to municipali
ties where the stockholders reside, on the theory 
that such companies are of a local and not of a 
State-wide character. The result of such changes 
as are here suggested would increase the revenue of 
the Commonwealth by about $1,600,000 and cause 
a corresponding reduction of the State tax. I can 
find no tax authorities the country over in justifica
tion of our present basis of distribution of franchise 
taxes.

ELECTION REFORMS.
Parly Enrollment.

The direct primary has made the selection of even 
greater importance than the election of candidates 
for public office, and there is widespread opposition 
throughout the Commonwealth to those provi
sions of the primary law which compel citizens to 
become enrolled in a political party before being
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allowed to participate in a primary election. A 
fundamental right vested in the people is that of 
determining the way and the manner in which they 
desire to conduct their elections, and if there is a 
decided opposition to the present method requiring 
party enrollment, they should be provided with the 
kind of primary ballot they desire.

I recommend that party enrollment be abol
ished, and the enactment of legislation providing 
for a ballot containing in separate columns the 
candidates for nomination of the various political 
parties; that each voter be permitted to make his 
choice of the party column from which he desires to 
make his selection of candidates. He should have 
the right to do this secretly, without disclosing his 
party affiliations.

Woman Suffrage.
In the recent election two of the political parties 

advocated the submission of this question to the 
voters of the Commonwealth, and I recommend that 
the Legislature take the necessary steps to permit 
the voters of the State to pass upon this subject.

Corrupt Practices Act.
The experience of late years has convinced think

ing citizens that we must improve our laws respecting 
elections. The recent change in the corrupt practices



1914.] SENATE — No. 1. 17
law accomplished little in its effort to restrict the 
use and influence of money. In fact, by permitting 
money to be contributed by persons not the candi
date, in however large amounts, it is an incitement 
to large expenditures during a campaign.

The object which our election reforms should 
attempt to accomplish is the abolition of all con
tributions by private individuals to campaign and 
election expenses. These contributions, so long as 
they are permitted, will be sources of influence which 
are too often unfortunate. The State should assume 
every legitimate campaign and election expense; 
all illegitimate expenses should be strictly pro
hibited. A campaign is waged for the legitimate 
purpose of informing the voters on the issues of a 
pending election. Reasonable expenditures for the 
purpose of giving that information to the voters 
is as necessary, if not more necessary, than the 
education of the voters themselves.

The Commonwealth of Massachusetts spends more 
than twenty million dollars a year in giving the 
citizens a general education which in theory qual
ifies them better to judge and decide the questions 
of public policy which arise as issues in our political 
campaigns. It is preposterous that the State should 
stop in the work of enlightenment after providing 
a general education and should leave them to grope 
in the dark, obtaining light haphazard, or only such



18 GOVERNOR'S ADDRESS. [Jan.
partial light as interested persons with large finan
cial stakes in the results of an election may choose 
to give them, ft would be no less absurd for 
political candidates to pay the expenses of polling 
and counting the vote on election day than to 
have these parties pay the expense of giving the 
voters knowledge and information on which they 
must base their decisions concerning the issues.

The preservation of a government by the people 
depends upon the wisdom of the judgments which 
they render in elections. They cannot be wiser 
than their information permits them to be, and if 
they are dependent upon information furnished by 
money contributed from interested sources their 
decisions must be biased by the source of their in
formation. If the State assumes the expense of 
furnishing information, whether in the form of 
literature or oral argument, reasonably calculated 
to enlighten the voters, and also undertakes to bring 
them all to the polls, if necessary by compelling them 
to cast their ballot, then no legitimate expense will 
remain to be provided for by private expenditure. 
And all such private expenditures can thus be pro
hibited.

The public servant will then be more free to serve 
the people honestly, and the political parties will 
be under less temptation to balance between the
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favor of the public and the favor of those who con
tribute to the campaign expenses.

I hope that this Legislature will be distinguished 
by the passage of a strong corrupt practices act.

Initiative and Referendum.
The time has come for the initiative and the 

referendum. No sound argument can be made 
against these measures in a government by the 
people where the majority are supposed to rule. 
Those who oppose these great reforms whereby 
the people can enact an important law themselves 
if the Legislature refuses to enact it, and can veto 
a bad law which the Legislature has enacted, oppose 
them because they wish to perpetuate the undue 
influence of the minority, which has been so marked 
in the political history of this country during the 
last generation.

In the ancient and modern civilization the nearer 
a government approached to democracy the greater 
and happier were the people. The initiative and 
referendum are the modern instruments of de
mocracy.

Biennial Elections.
Every other State has done away with annual elec

tions. The adoption of the direct primary law has 
increased the amount of time required for political
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campaigning to approximately four months, with the 
result that we have altogether too much electioneering. 
Moreover, annual elections are an exceedingly great 
burden to the man of limited financial means whose 
public service the people may desire. The consump
tion of so much time, the great personal expense and 
the loss of income will inevitably keep this class of 
deserving and able men from the public service. 
The adoption of biennial elections would mean a 
saving of almost three-quarters of a million dollars 
every other year to the candidates, the municipali
ties and the State government, all of whom bear the 
expenses of elections.

But more serious reasons lead me to urge most 
forcibly this change. Annual elections tremendously 
cripple the public service. The State government no 
sooner organizes for the year’s work than there is 
started an immediate agitation of the political possi
bilities of various candidates for the late summer 
primary and fall election. The public officials 
attention is distracted. The atmosphere surround
ing the departments of the State government be
comes noticeably political rather than business, with 
the result that altogether too much consideration is 
given to future political contests and too little to the 
thoughtful, dispassionate and nonpartisan discussion 
of pending public questions. We need more atten
tion to the State’s business and less to politics.
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With the adoption of the initiative and referen

dum and the recall of elective officers the neces
sity for annual elections will no longer exist. I rec
ommend that these reforms be considered together.

LEGAL PROCEDURE REFORMS.
There is urgent need of relief for the Supreme 

Court of Massachusetts. In every State in the 
Union except Maine the court of last resort is 
practically an exclusive court of law. In Massa
chusetts the Supreme Judicial Court is not only 
the appellate court of law for the Commonwealth, 
but it is also burdened in each county with certain 
duties of preliminary jurisdiction. The result is 
that the time for preparing and writing the five 
hundred or more opinions that this court is expected 
to give each year is altogether too limited. I 
therefore recommend a revision of the jurisdiction 
to make the Supreme Judicial Court a court of 
appeal and correction in matters of law exclusively, 
and the Superior Court the tribunal in which all 
questions of fact at common law and in equity 
shall be finally determined.

As to the jurisdiction of Probate Courts, I recom
mend that appeals in will cases and issues to the 
jury should be framed in the Probate Court and 
sent to the Superior Court for trial, and the law
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changed to prevent unnecessary delay in these 
appeals.

A matter in the interest of advance legal pro
cedure, and of great importance to many people, 
requires changes in our present law which will 
accelerate the settlement of estates of deceased 
persons. The law now in operation requires un
necessary delay, often causing severe hardships 
and actual suffering as well as inconvenience and 
needless expense. Usually an estate can be dis
tributed legally by the executor or administrator 
within one year from the date of appointment, and 
in some estates within as short a time as six months. 
In normal probate cases the time might be reduced 
from two years to one year, as is now provided by 
law in the leading States of the Union.

I also recommend a revision of our antiquated 
mechanic’s lien, tax sale and partition laws, to the 
end that the confusion and uncertainty attendant 
upon the administration of these laws may be ended, 
and that the individual’s rights may be more clearly 
defined and the expense to litigants lessened.

b a n k i n g .
The recent passage by Congress of the act provid

ing for the establishment of a system of federal 
reserve banks promises to make a change of funda-
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mental importance in banking conditions in this 
country. As this act offers to banking institutions 
under State laws the opportunity to join the federal 
reserve banks, legislation should be passed to give 
the necessary authority to trust companies to make 
the required subscriptions. I recommend that any 
legislation which may be found necessary for this 
purpose be promptly enacted.

The new federal banking and currency law recog
nizes and penalizes a pernicious practice that has 
grown up in modern banking, — the widespread 
practice on the part of officers and employees of 
banks in personally profiting through transactions 
of their own institutions. The banking institutions 
of this Commonwealth should be maintained on the 
highest plane of honesty and probity, and operated 
for the benefit of the whole people, their commerce 
and industry ; they should not be used for the bene
fit and enrichment of the few. I therefore recom
mend legislation to prohibit any officer, director or 
employee of a banking institution from receiving a 
personal gain or profit from the sale of notes, stocks, 
bonds, for negotiating loans, and other transactions 
of this character.
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M ILITARY A FFA IR S.
Adjutant-General. — The law passed by the Legis

lature of 1912, extending the term of office of the 
Adjutant-General to five years, should be repealed. 
The Adjutant-General is merely the military private 
secretary of the Commander-in-Chief of the militia 
of Massachusetts. There is no sound reason why 
the military secretary of the Commander-in-Chief 
should have a term of five years any more than the 
office of private secretary to the Governor should 
be for five years. The Commander-in-Chief should 
have the right to select his own Adjutant-General.

Use of Armories. — I believe in a wider use of the 
expensive and costly armories that have been con
structed at large public expense. Organizations of 
young men in and out of the high schools, which con
form to the training, uniform and equipment pre
scribed by the government, should be permitted to 
use the State armories and the State equipment at 
such times and in such manner as will not conflict 
with the use thereof by the organized militia. The 
public should also be given the opportunity to use 
the armories for public gatherings when the use of 
them is possible.
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STATE AND MILITARY AID.
The period of operation of the law governing State 

and military aid, and the burial of indigent soldiers, 
etc., will expire Jan. 1, 1915, therefore it follows that 
if payments under this law are to be continued it 
must be re-enacted by the present Legislature. This 
law has been re-enacted every five years since 1879. 
In re-enacting the law governing such payments I 
recommend that the maximum amount paid to 
widows of soldiers now eligible be increased to $6 a 
month, putting their widows on an equality with 
the soldiers. The national government recently has 
materially increased the pension to soldiers of the 
Civil War, the maximum pension under the Sher
wood act being $30 a month.

As the widows may receive only $12 a month 
United States pension, and their State aid is limited 
to $4, I believe an increase of $2 a month is justi
fiable.
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STATE PR IN TIN G .
The cost of State printing has reached a figure 

which demands that it receive the careful attention 
of the Legislature. The Secretary of the Common
wealth is the supervisor of State printing, but his 
authority is extremely restricted. Power to edit, 
revise and cut the various reports is vested in a 
separate Board, made up of busy State officials who 
have little time to give to their duties. The print
ing is measured by an employee of the Auditor’s 
office. No matter how many public documents are 
wasted yearly the Secretary, who has charge of their 
distribution, cannot cut down the number unless he 
first receives the consent of the Board, commission 
or department making the report. Thousands of 
dollars’ worth of public documents are annually sold 
as junk. Many of the documents contain matter of 
almost no public interest, and many contain dupli
cations of matter embraced in other reports. For 
instance, the pay roll book of the Commonwealth, 
which, up to the last edition, cost the State over $5 
a copy, is practically duplicated in the Auditor’s 
report.

With the limited authority the Secretary has over 
State printing a saving of several thousand dollars 
was effected last year, and I am convinced that a 
businesslike management of the State’s printing
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would mean a saving of at least $50,000 a year. I 
recommend that full authority over the State’s 
printing be vested in the Secretary of the Common
wealth.

w o r k m e n ’s  c o m p e n s a t i o n  a c t .
The Workmen’s Compensation Act has now passed 

the experimental stage in operation and has dem
onstrated the wisdom of its enactment. There is 
no longer even serious denial that the old employers’ 
liability system, based upon negligence, was unjust 
in part and ncorisistent with modern industrial 
conditions, and so unworthy of any humane and 
intelligent people that the result has been the ac
knowledgment by the State of a new responsibility 
to the victims of industrial injury.

The compensation act was drawn upon conserva
tive lines, limiting the scope of its benefits in order 
to impose no undue burden upon employers which 
might be prohibitive of industry. Experience and 
study here and in other Commonwealths now 
warrant the recommendation of changes in the law 
which will increase the measure of its benefits to 
the employee, and of the enactment of legislation to 
provide for regulation by the State of liability in
surance companies to protect the employer against 
unjust and excessive rates.

I therefore recommend the following amendments 
to the act: —
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First. — That compensation paid under the act be 

increased from half wages to 65 per cent, of the 
average weekly wage of the injured employee, the 
minimum and maximum payments to remain as at 
present.

Second. — That payments to dependents in fatal 
injury cases be extended to cover a period of five 
hundred weeks from the date of the injury, the 
maximum payment not to exceed $4,000.

Third. — That payments on account of partial 
incapacity be extended to cover a period of five 
hundred weeks from the date of injury.

Fourth. — That in the payment of compensation 
by a lump sum the Industrial Accident Board may 
be given the power to fix the sum to be paid, so that 
the matter of agreement as to payment of compensa
tion by a lump sum shall not be a matter of bar
gaining between the employee and the insurer.

Fifth. — That the act may be amended so that it 
may be given extra-territorial effect by express legis
lative intent.

Sixth. — That the Industrial Accident Board be 
given the power to require the payment of bills for 
medical, surgical and hospital attendance beyond 
the first two weeks after the injury in cases in which 
in its judgment such attendance is required.

Seventh. — That compensation and payments be 
so readjusted that a youth who loses an arm or suffers
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a serious impairment of like nature shall receive 
such compensation as shall enable him to provide 
for his future by receiving a training in a self-sus
taining occupation.

Eighth. — That the Board shall have the same 
power to fix rates and the same supervision over 
liability insurance companies as the Public Service 
Commission now has over the railroads of the State, 
and that the Board have the necessary power to 
obtain all information required by it from such 
insurance companies.

In connection with the last recommendation, it 
should be called to your attention that investiga
tions of the Industrial Accident Board have shown 
that of each dollar of premium paid under the Work
men’s Compensation Act 45 cents has been paid in 
losses and 55 cents is retained by the insurance com
pany for their various purposes. This average is 
the amount the insurance companies claim they must 
have to do business, but this should not be a matter 
of mere guesswork; the rates should be reasonable 
and consistent with the public interest. The need 
of adherence to this principle was emphasized in the 
results of special study begun in November, 1912, 
by the Accident Board, which showed that only 12 
per cent, of the premiums charged went to pay 
claims under the act. When, in January, 1913, the 
report of the results of this inquiry was to be sub-
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mitted to the Governor, the insurance companies, 
which up to that time had been protesting that the 
rates were not high enough, made a horizontal reduc
tion of 25 per cent., effective after July 1, 1912- 
The reduction was a horizontal reduction, and, while 
in some cases entirely justified, was in the greater 
number of cases wholly inadequate. This action in 
itself, taken with the fact that reductions since made 
make the total reduction 35 per cent, of the rate 
originally charged, points to the necessity of the 
regulation of the companies by the Board which is 
administering the act.

This need for regulation extends also to fire and 
life insurance. The first act of the workman in buy
ing his home is to insure his house against fire, other
wise no workman could own a home. Recent in
quiries have shown that competition for fire insurance 
business and waste resulting therefrom* have opened 
the door in the United States for arson and crime, 
and the nation pays the bill. The waste of fire loss 
in this country is a burden which bears heavily on 
industry, and is not tolerated in European countries. 
The prudent workman with a family regards it as a 
necessary expense, to be protected by insurance in 
case of death. The abuse of life insurance and the 
improper use of capital and surplus in the hands of 
life insurance companies is an old story, and the 
unregulated waste of these forms of insurance should 
not be permitted to continue.
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INVESTIGATION OF LABOR D ISPUTES.
Public opinion in nine cases out of ten will deter

mine the issue of strikes when their causes are under
stood, and neither the employer nor the employees 
will dare to be wrong when they know that public 
authorities will investigate the facts and make them 
publicly known. This is a species of moral com
pulsion which is wholesome, and cannot be ob
jectionable to workmen who want to be right; nor 
will it burden the Massachusetts employers with 
restrictions not imposed on competition in other 
States, for the competition will always be one of the 
facts in issue, to be investigated and reported upon 
by the investigators.

Thus, while not jeopardizing the equilibrium be
tween our own industries and those of sister States, 
we would take a long step towards industrial peace. 
Such investigation is not an invasion of private 
rights, and is a simple and effective method of secur
ing the peace of the community. I am unalterably 
opposed to compulsory arbitration, but favor amend
ing our present laws so as to insure compulsory in
vestigation and reports placing the blame for labor 
disputes.

I also recommend that the act of last year, giving 
to members of the State Board of Conciliation and 
Arbitration the power to summon witnesses, ad
minister oaths, take testimony and compel the pro-
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duction of books and papers, be extended to the 
local boards of conciliation and arbitration created 
by chapter 514 of the Acts of 1909.

PUBLIC HEALTH.
There is no more important function in the govern

ment than to care for and protect the public health. 
In the earlier development of the country this truth 
was not so well recognized; but Massachusetts is 
entitled to the credit of having led the way among 
the Commonwealths in the establishment of a State 
Board to safeguard the health of its people. Public 
health questions in this State were first considered 
by a commission appointed in 1849, and in 1869 
the State Board of Health was created. Down 
through the intervening years the Board has not 
only led the way in the study of health problems, 
but has secured the enactment of a body of health 
laws which have been the model for legislative 
action in other States.

Changes in conditions and the great increase in 
the volume of work of the Board would now seem 
to demand such a reorganization of this department 
as would place it among the paid Boards with an 
executive officer armed with authority and charged 
with the responsibility of supervising the admin
istration of the health laws of the State. With this 
in view I recommend the establishment of a salaried
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Board of Health, with a Health Commissioner ap
pointed by the Board subject to the approval of 
the Governor. Provision should be made for suffi
cient salary for the Health Commissioner to in
sure the services of a man of training and capacity 
to fill this important position, probably the most 
important in the public service of the Commonwealth. 
The salaries of the members of the Board, whose 
duties would be largely advisory, need be little 
more than nominal, because the experience of the 
past demonstrates that men of commanding ability 
in the study of health problems will give of their 
time and service to the State.

INSTITUTIONS.
In order that supplies for the various institutions 

may be standardized, and that the State may receive 
the benefit derived from buying in large quantities, 
I recommend at this time that there be established 
a central purchasing agency for all the State depart
ments and institutions, and that careful study be 
given to plans for reorganization under a central 
administrative body, — a method of administration 
which has been adopted with marked success in 
several States, with great saving to the public 
treasury.
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CARE OF INSANE.
The powers of the State Board of Insanity, which 

are now merely supervisory, should be extended in 
order that the Board may have a greater measure of 
control over the conduct and management of insti
tutions under their charge. The several State hos
pitals should be reorganized, and the treatment and 
care of the patients raised to a higher standard, 
and this reorganization should include the training 
schools at the hospitals, that the curriculum may be 
made more attractive and the standard of nurses 
raised. Conditions demand, even though it in
volves a larger State expenditure, that a higher grade 
of attendants be secured to care for this unfortunate 
class of charges of the State, and social service work 
should be extended for the prevention of insanity 
and after-care of the insane.

VETO POW ER OF GOVERNOR.
The powers which the Legislature usually delegates 

to commissions are of an executive character. As 
the Chief Executive, the Governor ought to have 
the power to direct the policies of these executive 
Boards in matters which concern the policy of his 
administration, for he alone receives his commission 
directly from the people and submits his policies for 
their decision. This does not mean that he needs
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to exercise that power on trivial or inconsequential 
matters. The Governor should have the power of 
veto over the appointment of the chief adminis
trative officer of unpaid Boards and all acts affecting 
the public policy.

INEQUALITY OF SALARIES.
There is a marked inconsistency and inequality 

in salaries paid to members of commissions, ap
parently little regard being given to the amount of 
time they are expected or in fact do give to their 
work. Under some legislative acts officials are 
obliged by law to devote their whole time and are 
paid less salaries than officials who devote little 
more than an hour a day to their duties. In several 
of the commissions, the real and important work 
is done by a high salaried secretary, yet the mem
bers of the commission receive substantially the 
pay authorized by the Commonwealth in those cases 
where commissions are expected and do in fact 
devote all their time to the public service.

A complete readjustment of salaries paid to com
missions, having regard to the amount of time given 
to their work as well as the responsibilities involved, 
should receive your attention.

And I especially recommend a substantial reduc
tion in the salary of the chairman of the Directors 
of the Port of Boston. In my judgment the work
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of this commission is hampered by the fact that the 
chairman is paid a very large salary, disproportionate 
to that paid the other members of this commission. 
The act creating this commission evidently intended 
that the members, other than the chairman, should 
receive only a nominal salary. This condition in
evitably leads to discontent and divided responsi
bility. It would have been better if the other mem
bers of the Board were unpaid, for then they would 
fully understand that they were called to the public 
service solely from a sense of public duty.

CONSOLIDATION OF COMMISSIONS.
I believe that paid Boards should be reduced in 

number wherever possible. Division of responsi
bility is inevitable upon large commissions. There 
is no paid Board the work of which cannot be per
formed by three members. There are some com
missions which could well be reduced to one member 
without in the least impairing their efficiency. The 
work of such paid Boards as the Boston Transit 
Commission, the Directors of the Port of Boston, 
the Board of Labor and Industry, the Public Service 
Commission and the Industrial Accident Commission 
could be performed with increased efficiency by three 
members, and a substantial saving made in salaries 
to the taxpayers of the State.

In nearly every case where five instead of three
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commissioners have been provided for there has been 
a political motive involved. The first legislation 
suggested for the Industrial Accident Board, the 
Directors of the Port of Boston and the Public 
Service Commission was for three members, and 
the increase of two members was not so much to 
strengthen or add to the efficiency of the work of 
these Boards as it was to provide places for aspirants.

At this time I suggest for your consideration the 
following changes in the commissions of the Com
monwealth : —

1. A single-headed Fish and Game Commission. 
The result of study and thought given to this com
mission by the Board of Efficiency and Economy led 
them to make this recommendation some time ago. 
Their recommendation ought at least to be prima 
facie evidence that this is worthy of your most care
ful consideration.

2. The consolidation of the Harbor and Land 
Commissioners with the Directors of the Port of 
Boston. There is reason to believe that if it were 
not for the personnel of the Harbor and Land Com
mission there would not have been a new commission 
created at the time the law was passed organizing 
the Directors of the Port of Boston. There is too 
great a tendency to establish new commissions rather 
than delegate new powers to the established com
mission, because of a lack of confidence on the part
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of the Legislature in the personnel of certain com
missions. Duplication of office expenses and an 
engineering force does not warrant the organization 
of two bodies engaged in practically the same general 
kind of work.

3. The State Auditor should not be a member of 
the Commission on Economy and Efficiency. Under 
present legislation he is an unpaid member of this 
commission, and, as would naturally be expected, 
gives practically no time to the work of the commis
sion. Provision should be made for a third member 
who should not be connected with any other depart
ment of the State government.

4. The consolidation of the Metropolitan Water 
and Sewerage Board with the Metropolitan Park 
Commission and a new commission, creating in place 
thereof three members, as a metropolitan depart
ment of public works. If you do not agree that 
this recommendation will result in a more effective 
and economic administration, then I suggest for 
your consideration two separate commissions of 
one member each. The period of present con
structive work of both these Boards is passed. 
In my judgment there is no sound reason why these 
metropolitan departments should not be consoli
dated into one. The State is now put to unneces
sary expense in the maintenance of two separate 
departmental headquarters, for which it pays high
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rent for offices outside the State House, and in con
nection therewith is supporting two separate forces 
of engineers and clerical assistants, with a consequent 
duplication of expense.

5. The reorganization of the Public Service Com
mission by making its membership three instead of 
five. With one exception the salaries paid this com
mission are the largest paid to the members of any 
commission in the Commonwealth. The salary 
ought to command the services of men who will 
give substantially their whole time to this impor
tant public service. Members are paid the same 
salary as judges of the Superior Court, who give 
their entire time to the Commonwealth. For years 
the duties of this same commission were performed 
by three members at a much reduced salary. The 
recommendation for five members was based upon 
the assumption that all public-service regulation 
should be performed by this commission, but the 
law as finally enacted left an important part of 
such regulation with another commission.

STATE HOUSE EX TEN SIO N .
The last session of the Legislature authorized the 

building of an extension to the present State House 
which when completed will provide space only for 
those departments which were occupying rented 
quarters in the year 1912. A commission recently
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appointed is now undertaking the work of erecting 
this addition. The floor space of the new building 
when completed will be inadequate to provide for 
departments which are already in existence, and no 
provisions have been made for future growth and 
extension. This means that the State will be com
pelled to continue the system now existing of renting 
quarters in various parts of the city.

Sound business policy, not to mention the fact 
that the people of the Commonwealth have a just 
right to look forward to some time when we should 
have a completed State House capable of accommo
dating all departments of the State government, and 
providing for despatching the public business prop
erly and efficiently, would suggest the wisdom of 
building such further additions as are necessary dur
ing the time that the wings already provided for are 
being constructed. A saving of at least $100,000 
and possibly very much more would be made by the 
State constructing at this time all such additions 
as are bound to be necessary in the near future.

AGRICULTURE.
The great industry of agriculture, once the main

stay of the Commonwealth, must be encouraged 
and protected if it is to retain a place among the 
protective agencies of the State. Few States in the 
Union are richer in agricultural possibilities. Our
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fields and uplands present wonderful opportunities 
for the husbandman, yet we are producing a very 
small percentage of the agricultural products which 
our people consume. An intelligent effort must be 
exerted to make the most of the productive power 
at our hand.

Extension Teaching. — The increasing unwilling
ness or neglect of our people to invest capital or give 
time to agriculture points to the necessity of the 
extension of education and demonstration in practi
cal farming as a need of the hour. This would 
contemplate: —

First. -— The teaching of the farmer by direct in
dividual contact.

Second. — The extension of our present rural sys
tem of State aid for agricultural education to the 
rural schools in the smaller towns.

The most imperative and immediate need of Mas
sachusetts agriculture is to bring scientific knowledge 
to the door of the farm and to see that it is practically 
applied. This can be done by the establishment of 
county organizations or agencies aided by the State, 
with one or more trained persons to act as demon
strators or advisers to give direct instruction and 
aid in the development of the farms. The success 
of the organization known as the Hampden County 
Improvement League points to the value of this 
work. I recommend that this splendid work be
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encouraged by the enactment of a law that will allow 
county commissioners the authority to appropriate 
sums for agricultural demonstrations, and that will 
also grant a State appropriation of a reasonable sum 
to counties that organize for this work.

The laudable movement now being made to build 
up the fruit raising branch of the industry would in 
itself certainly gain impetus if the service of trained 
men were at the call of the local fruit raiser.

To insure competent management and instruction, 
the power and approval of appointments of agents or 
instructors and the direction of the instruction should 
be given to the faculty of the Massachusetts Agri
cultural College. If such a system is instituted, the 
students attending the Agricultural College should 
be required to give a portion of their fourth-year 
term to the service of the State in agricultural in
struction under the direction of these county bureaus.

Milk. — The milk-producing business is the back
bone of agricultural industry, and it is a lamen
table fact that while the need of a larger supply of 
clean, wholesome milk annually increases, the supply 
drawn from Massachusetts farms annually decreases. 
It would be idle to enter into any discussion of the 
causes that have produced this result. The actual 
conditions demand the enactment of legislation which 
will protect the Massachusetts milk producer and 
consumer alike against the unfair competition of
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inferior product drawn from long distances and pro
duced under conditions inimical to the public health, 
and over which we have no control.

Revision of Laws. — The State laws pertaining to 
agriculture should be simplified, and the duties of 
the several State-supported agencies working in the 
agricultural field should be unified and harmonized. 
The work of the Agricultural College, the State 
Board of Agriculture, the State Forestry Depart
ment, the Department of Animal Industry, the 
Dairy Bureau and the Fish and Game Commission 
should be divided and clearly defined, and possible 
consolidations made, in order to save the time, effort 
and money now lost in the duplication of the work 
in these departments. The powers of the State 
Board of Agriculture should be administrative, and 
the function of teaching now exercised by the Massa
chusetts Agricultural College should include all agri
cultural instruction in and out of the college.

In order that the lines of service be clearly marked 
and the laws be effectually simplified, I recommend 
that the Legislature create a commission, to be 
organized at once, to investigate and report to the 
present Legislature.

Rural Credits and Co-operation. — Farmers of 
Massachusetts do not desire to borrow money more 
cheaply than at the usual rate of business houses, 
but they should borrow money as easily and as
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cheaply. Present methods are cumbersome and 
expensive, and legislation which would relieve the 
farmers from the present burden is highly desirable.

There has recently appeared a great interest in 
farmer’s co-operative societies and schemes for rural 
credit. I suggest that we should give these proposi
tions the most careful consideration, and see that 
only beneficial legislation is enacted.

Agricultural Education. — Children of our rural 
population should have equal opportunities for ob
taining the same kind of education that the children 
have who live in the larger and more prosperous 
communities of the Commonwealth. There is im
mediate need that rural education in Massachu
setts should be greatly improved. In the country 
schools the salaries of teachers are low, and not all 
of the teachers employed have had proper training. 
In many instances schoolhouses and their adjuncts 
are in deplorable condition, and school committees 
are at times indifferent. It is desirable also that 
agricultural education be developed in the district 
schools to meet the ends of rural communities.

Before passing from this subject let me request 
that the legislation of this year dealing with the 
problems of our farmers mean more encouragement, 
more kindly assistance and less unnecessary require
ments.



1914.] SENATE — No. 1. 45

PUBLIC-SERVICE COMMISSIONS.
Regulation of Telephone and Telegraph Companies.
The Boards of Railroad Commissioners and of the 

Gas and Electric Light Commissioners are and have 
been, since their establishment in 1869 and 1885, 
respectively, considered the “ public-service commis
sions.” No other public Boards have had this 
work as their sole function. The authority exercised 
by the Highway Commission prior to last July over 
the telephone service (Acts of 1906, chapter 433) 
and of the Board of Health over water rates (Acts 
of 1909, chapter 319) is incidental and foreign to 
the authority and duties of the latter Boards. Recog
nizing these facts, the Legislature of 1913 changed 
the name of the Railroad Commission to “ Public 
Service Commission,” and not only enlarged its 
jurisdiction over transportation companies, but ex
tended it to telephone and telegraph companies. 
Experience under the act since last July, however, 
has made it clear that the transportation problems 
alone are so varied, extensive and critical as to de
mand the undivided attention of the members of any 
Board. The public relations incident to the con
struction and use of electric lines, whether for the 
transmission of light or intelligence, seem to present 
many similar problems and to be governed by like 
fundamental principles. Consideration of the funda-
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mental questions involved in fixing prices, requiring 
reasonable and proper quality of service, compulsory 
supply and capitalization have been the important 
features of gas and electric company regulation. 
Similar questions of public policy must arise in 
telephone or telegraph regulation, and suggest the 
importance of securing for their successful solution 
every advantage which past experience can afford. 
It is therefore recommended that jurisdiction of this 
important public service be transferred to the Board 
of Gas and Electric Light Commissioners, and that 
its authority and organization be extended to enable 
it to handle efficiently this additional work.
Regulation of Water, Water Power and Electric Power

Companies.
For the reasons above set forth I further recom

mend that supervision and regulation of water, water 
power and electric power companies be given imme
diately to the Gas and Electric Light Commission. 
There is no authority at present vested in any com
mission to regulate these public-service corporations; 
they should be subjected without delay to the same 
supervision as to capital and rates as railroad, tele
phone, telegraph, gas and electric light companies.
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Municipal Lighting.
Under the law of this Commonwealth no munici

pality in which a gas or electric light company exists 
can undertake either the electric light or gas busi
ness without expensive and protracted litigation, if 
a private company should insist upon the purchase 
by the municipality of its entire plant, both gas and 
electric light, when the municipality desires only to 
enter one or the other class of business. The private 
company at its option can compel the city or town 
to purchase its property, or it may refuse to sell 
and continue in the business as a competitor of the 
municipality, but the law gives no option in this 
important matter to the municipality itself. This 
legislation is peculiar to Massachusetts. In no other 
State, so far as I have been able to learn, is munici
pal ownership equally obstructed.

Since the city or town is obliged to purchase the 
existing gas or electric light plant before it can go 
into either service, and is thus under a handicap 
not imposed upon the private person or company, it 
is grossly unfair to make the terms of the purchase 
unnecessarily onerous. I appreciate the seriousness 
of engaging in such a municipal undertaking, and 
have no desire to remove the restraint upon ill- 
considered action thereon, but the whole problem 
should be approached as a purely business proposi-
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tion, without artificial hindrance, which may confer 
undue advantage upon the possessors of a special 
privilege originally granted only for the public in
terest.

In any municipality where a company is now en
gaged in the supply of gas or electric lighting no 
second company may enter that field until the Board 
of Gas and Electric Light Commissioners has deter
mined, after hearing all parties, that the public 
interest will be promoted thereby. Not even the 
opportunity granted to a second private company 
is given in the present law to a municipality. In 
other States either no restriction is imposed upon the 
entrance of the municipality into this business or it 
is only required to obtain from the State board super
vising the industry a certificate of public convenience 
and necessity. The Board of Gas and Electric Light 
Commissioners in this State is not only qualified by 
experience but has exceptional facilities for ascer
taining the important and material facts for deter
mining the difficult questions involved, and I recom
mend such modification of the existing law as will 
permit this Board, after a public hearing and upon 
petition by the local authorities, to exempt the 
municipality from the compulsion to purchase exist
ing plants.
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Maintenance of Public Service Commissions.
An increase of $200,000 has been added to the fixed 

expenses of the State by the change in the law last 
year placing the expenses of the Public Service Com
missions on the State. One year ago the expense 
of the Railroad Commission, when borne by the 
corporations, was $80,000. This year the State will 
not only pay this sum, but an increase of over 
$120,000 has been asked for because of reorganization 
and changes in this department.

No statement is more misleading than to assert 
that the companies pay the salaries and expenses of 
the commissioners. All are paid by the State in the 
same manner as our judges. The State merely 
recoups itself for this expenditure by a special tax 
from the company supervised, and has always done 
so since the creation of public service Boards, with 
the exception made last year, when the act creating 
the new Public Service Commission failed to provide 
for any reimbursement to the State.

I believe a mistake was made in departing last 
year from the previous policy of the State. If the 
former position was wrong, then the Legislature 
should have at once applied the same provisions of 
law to the Gas and Electric Light Commission, and 
discharged gas and electric light companies from the 
obligation of paying the salaries and expenses of this
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commission, and possibly gone a step further and 
repealed the law taxing deposits in savings banks, 
which was passed originally for the purpose of meet
ing the salaries and expenses of the Savings Bank 
Department. What is the fair rule for one public 
service corporation should be applied to all. Such 
a complete change in policy would mean an added 
expense of approximately $260,000.

I am decidedly of the opinion that the method 
formerly pursued by which the railroads and tele
phone and telegraph companies paid the expense of 
their regulation was sound, and I urge that the pro
visions of law by which the cost was assessed upon 
the companies be restored to the statute books. 
There are two reasons, among others, which may 
well be kept in mind for the State maintaining such 
a policy. These commissions exist for the benefit, 
primarily, of the patrons of these companies; second
arily, of the companies themselves; and the im
position of this tax brings no appreciable or con
scious burden upon those by whom it is paid.

Our public-service commissions have been created 
because of a conviction that they are necessary to 
prevent or check the abuses to which the patrons 
of the companies and perhaps the stockholders might 
otherwise be subjected. They are for the protection 
of a particular portion of the community which can 
easily afford to pay reasonable cost for that protec-
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tion. The effect of such a policy upon unit costs is 
so minute as to be really imperceptible, while the 
total amount, if remitted to the companies, might 
easily be dissipated in other ways, with no appreciable 
benefit to those who use the companies’ service. The 
cost of supervision of the gas companies in this State 
heretofore has been only about five one-hundredths 
of a cent per thousand feet sold.

RAILROADS.
Our railroad problems continue to be of the most 

engrossing and pressing importance. The loss to our 
investors resulting from a decade of lawlessness and 
mismanagement on the part of those who have, for 
their own ends, gained and kept control of the New 
York, New Haven & Hartford Railroad is nothing 
less than a public calamity. Subsequent messages 
will probably be required to direct the attention of 
the Legislature to some of the problems calling for 
legislative action.

One critical problem — the present condition of 
the Boston & Maine Railroad — calls for present 
discussion. Prior to the New Haven domination of 
the Boston & Maine it had had an unbroken record 
of good dividend payments for more than seventy 
years. It had weathered successfully the storms of 
nearly three-quarters of a century, — more than half 
the life of the nation and of the Commonwealth, in-
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eluding the great Civil War, two foreign conflicts 
and many financial panics. Within ten years its 
capital stock has paid 7 per cent in dividends and 
sold above $190 per share. A confiding public 
then regarded its securities as sound and as safe as 
a government bond. Within three years it could 
borrow money at 4 per cent. To-day it is paying 
no dividend, not even on its preferred stock. Its 
common stock now sells at about $40. It cannot 
without difficulty borrow money on any terms. Its 
stockholders are threatened with the loss of their 
entire investment. Its service is crippled for lack 
of money and credit. It is unable to do its part in 
our port development, for which nine millions of 
public money ha« been provided.

We should never forget that the prosperity of Bos
ton and of Massachusetts is vitally connected with 
the prosperity of the rest of New England, and par
ticularly with northern New England. The Boston 
& Maine system is the artery of our whole northern 
New England country. If it is not prosperous, that 
section cannot be prosperous. If that section is not 
prosperous, Boston cannot prosper. The present 
condition of the Boston & Maine is a most serious 
menace to the industrial development of all northern 
New England. Massachusetts may confidently rely 
upon the co-operation and assistance of her sister 
States to the north in any wise and just plan of
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reorganization and rehabilitation of this great 
property.

Why is this great railroad system now in this con
dition? Not from natural and inevitable causes. 
The communities served are populous, thrifty and 
industrious, well able and willing to pay rates fully 
adequate to provide an efficient and well-equipped 
transportation system, and to make a full and just 
return on all capital honestly and economically 
invested therein. Its decadence is not due to de
creasing opportunities; its volume of business has 
increased.

Nor is there foundation for the somewhat common 
misapprehension that this company is suffering from 
governmental control, or from restrictions imposed 
by regulating commissions upon the assumedly wise 
plans of capitalistic managers. On the contrary, 
the Commonwealth has, broadly speaking, been but 
an assenting party to the financial and legislative 
plans devised by those who have erected and con
trolled this railroad system. So far as I am able to 
learn, practically every request ever made in behalf 
of the Boston & Maine for enabling legislation has 
been granted by the Legislature of this Common
wealth. Nor are the rates, passenger or freight, 
charged by this railroad system in any large part the 
result of laws enacted, either in this Commonwealth, 
in other States or by Congress.
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With the exception of some rates of insignificant 

importance, the Boston & Maine Railroad system 
has both in structure and in management been un
hampered by any governmental control. Investors 
in the Boston & Maine are to-day suffering not 
from adverse legislation nor from orders made by 
regulating commissions, but because in the past our 
compliant Legislatures and commissions gave too 
free a hand to those who have created and controlled 
this railroad system, — failing to require of them 
compliance with the salutary and sound principles 
upon which for decades our railroad law was 
grounded. The Boston & Maine of to-day is a 
product of private, not of public, judgment and 
control. There is no gainsaying the fact that the 
stockholders of the Boston & Maine Railroad system, 
now threatened with this serious loss, are them
selves, at least in contemplation of law, responsible 
for the management which is the direct and chief 
cause of the loss.

The Cause. — This deplorable condition, menacing- 
alike to investors and to the general public, is a t
tributable to three main causes: —

First. ■— The system itself was built up in direct 
disregard of sound business principles; it is organi
cally unsound. It is overweighted with fixed charges
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for rentals of the leased lines, some of them much 
inferior in value and earning capacity to that of the 
lessee company. These leases create obligations, 
equivalent, for most practical and business pur
poses, to debenture bonds. This leasing by one 
company of more than twenty other companies has 
thrown a risk and burden upon the stockholders of 
the leasing company which was for years not realized.

The capitalization of the Boston & Maine system 
as a whole, at par values, is about $191,000,000; but 
the par value of the stock of the leasing or guaran
teeing company is less than $43,000,000. Yet this 
leasing company guarantees dividends upon stock 
of subsidiary companies amounting to nearly $61,- 
000,000. One notable result from this unsound 
leasing system is that the securities of the leased 
and inferior properties have taken on an apparent 
and delusive value, utterly disproportionate to their 
real and intrinsic value, while the leasing company 
finds itself threatened with receivership proceedings 
which may result in wiping out the entire equity 
represented by the stock of the Boston & Maine 
Railroad, into which investors, largely Massachu
setts citizens, have in good faith for the public 
service paid nearly $50,000,000 in cash. A system 
in which the stockholders have an equity of but 
20 per cent, is fatally defective; it cannot last; it 
makes the purchase of stock in the Boston & Maine
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more of a speculation than an investment. The 
margin of safety is too small to stand the strain of 
adversity or of mismanagement. The proportion of 
fixed charges is absurdly high.

Second. ■— Organically unsound, the revenues of 
this railroad have also been improperly, if not fraudu
lently, diminished by certain wasting and parasitic 
contracts, notably those made with the American 
Express Company and the Pullman Company, ob
tained from the Boston & Maine management under 
circumstances which suggest at least a legal fraud. 
Thus revenues that ought to have been collected and 
applied to the maintenance and improvement of the 
railroad properties and to the payments of divi
dends to its stockholders have been diverted for the 
benefit of these controlling or partially controlling 
interests.

Third. — To make a bad situation still worse, 
within the past three years, since the New Haven 
has taken open control of the Boston & Maine, it 
has accumulated a floating debt of some $27,000,000. 
This debt has mainly grown out of investments in 
the stocks of leased and affiliated companies, the 
purchase of which at the prices actually paid and 
with the financial resources that the managers of 
this road had at their command indicates reckless
ness and imprudence.

Nothing is clearer than that the present condition
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of the Boston & Maine Railroad is found in the form 
of its financial structure and in the incompetence and 
unfaithfulness of its past management.

The Remedy. — The control of the Boston & Maine 
by the New Haven is held by the national admin
istration to be obnoxious to the Sherman act, and 
the Federal Department of Justice intends through 
the courts to enforce the wholesome provisions of 
that law, unless the necessity of court proceedings is 
avoided by the speedy voluntary separation of the 
two systems. This complete and immediate divorce 
demanded by the national government is equally 
demanded by the sound public policy of this Com
monwealth.

There is now a settled and definite consensus of 
opinion in favor of the immediate and complete 
separation — in fact and not merely in form —• of 
these two railroad systems; and, contemporaneously, 
for a thorough reorganization of the Boston & Maine 
system, which shall be just alike to the ratepaying 
public and to the holders of the securities involved. 
The Boston & Maine will never adequately serve 
either its owners or its community until manned by 
officials at liberty, and bound by every business 
motive to make business affiliations where they can 
be made most to the advantage of that railroad 
system, and not to the advantage of some other
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railroad system or of an express company or of any 
other partially controlling interest.

From this brief analysis it is manifest that the 
primary responsibility" for both the legal and the 
financial rehabilitation of the Boston & Maine rests 
upon the federal government and upon the owners 
of the property. We have every assurance that the 
federal government will perform its duty, — and 
so perform it that there will be no immunity to 
wrongdoers.

But a duty no less important and pressing rests 
also upon the owners of the securities of the Boston & 
Maine Railroad system, particularly upon the owners 
of the stocks of the leased lines. This great railroad 
system cannot be reorganized and rehabilitated so 
as adequately to serve the community in which it 
lies and do justice to all of its owners without 
immediate, intelligent, public-spirited as well as 
self-interested action upon the part of all of its 
owners.

A radical and immediate reorganization of the 
whole system is absolutely essential. For, if through 
receivership proceedings the system is disintegrated, 
the owners of the stocks of the leased lines will almost 
inevitably suffer serious loss; they will find it diffi
cult, perhaps impossible, to protect and secure even 
the real and intrinsic value of their properties. The
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situation is very grave. It is a time when men can
not safely attempt to drive hard bargains or to 
stand too obstinately upon merely technical rights, 
or to adopt dilatory tactics. Both self-interest and 
public welfare call for co-operation and compromise; 
it is a time for construction. Both the holders of 
the stocks of the leased lines and the holders of the 
Boston & Maine stock must contribute to the solu
tion of the problem; the necessary sacrifice must not 
all be made by the Boston & Maine stockholders. 
If we are not to have a great financial catastrophe 
in our New England railroads we must now — im
mediately — avert the danger by a reorganization 
which will re-establish the credit of the corporation, 
slough off the parasitic contracts which have been 
sapping the life-blood of the system, and provide 
hereafter for a management both faithful and com
petent.

Clearly at this time this railroad system is in no 
position to demand or to expect any substantial in
crease in rates, either passenger or freight. If the 
owners of the system show to the public a willingness 
and ability to reorganize in accordance with sound 
principles, to free their corporation from such unjust 
and unprofitable contracts as that of the American 
Express Company, and to eliminate from their man
agement any incompetent and unfaithful directors 
and officials, then the public can be depended upon
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to do its part in making any reasonable sacrifice 
necessary.

There is no spirit of confiscation in Massachusetts. 
The owners of the securities of public-utility cor
porations may rely on being permitted to draw a 
full and fair return upon all capital honestly and 
prudently invested in the public service. But so 
long as our public utilities are privately owned, that 
private ownership must assume and bear the re
sponsibility of management and also pay the penalty 
for mismanagement. The Commonwealth may and 
does regulate, both for the benefit of the ratepayer 
and to some degree for the benefit of the investor; 
but regulation is not management, and the main 
responsibility for the soundness of the investment 
rests and must continue to rest upon the management 
chosen by the stockholders.

Such reorganization as will reduce the proportion 
of fixed charges and put the railroad into the control 
of a management competent and faithful to the 
interest of its own stockholders or to the public 
is a condition precedent to legislative help and to 
public favor of any sort.

I repeat and emphasize; both nation and State 
insist upon an immediate divorce of the Boston & 
Maine from the New Haven and a contemporaneous 
reorganization of the Boston & Maine; that a larger 
part of the responsibility for that reorganization
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rests and must rest upon the owners of the stock of 
the leased lines; that if these owners should fail in 
the immediate, efficient performance of their duty, 
serious disaster to them and to the public at large 
is to be expected.

As the representative of the great public interest, 
I call upon all these owners to face now the real 
truth, to remember that they are, in a broad sense, 
trustees, not merely for themselves and for the 
stockholders, but for the whole Commonwealth.

While, as I have said, it is for the owners to devise 
a just and sound form of reorganization, it may be 
found expedient if not necessary to charter a new 
corporation in which the stock of the leased roads 
should be merged with those of the Boston & Maine, 
— the bonds of all the consolidating corporations 
being assumed by the new company, — so that the 
result shall be a railroad corporation organized 
substantially in accordance with the traditionally 
sound theories of Massachusetts railroad finance. 
The Commonwealth can and will aid in a wise plan 
of reorganization, with enabling legislation so framed 
as effectually to guard both our investors and our 
general public from a recurrence of the mismanage
ment and the evils of the past.

If those who ought to lead in the task of rehabili
tating this railroad do not rise to their opportunity 
and duty the Commonwealth is not without recourse.
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The great middle classes which have suffered such 
losses in their savings from the mismanagement of 
the public-service corporations by private interests, 
and have suffered such a loss in their earning power 
from the extortion of monopolies created by these 
same interests, are no longer blind to the preten- 
s ons of private ownership. They have seen so much 
vulgar graft where the}' once thought they saw only 
respectability; they have seen so much mediocrity 
and downright incompetence in places which pay 
princely salaries, that the glamor and pretence of it 
all is gone. The government has recently extended 
its functions to the express business through a par
cels post, and it has been a tremendous success. It 
is just completing the most stupendous engineering- 
task of the age at the Isthmus of Panama, with glory 
to the nation, while private enterprise in Massachu
setts has just built a fifteen-mile railroad which may 
cost the Boston & Maine almost four times the aver
age cost per mile of railroads in this Commonwealth.

If the Commonwealth is obliged to save a necessary 
public utility because those who are primari’y inter
ested will not save it, the Commonwealth will do so 
under circumstances most favorable to itself, and 
without sentimenta1 compunction for those who 
would not help themselves.

Let me repeat there must be no delay. — Massa
chusetts cannot and will not see her industries 
crippled, her development checked, her investors
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robbed by a continuance of such railroad mismanage
ment as has marked the past few years. If the 
parties in interest avail themselves at once of the 
opportunity of reorganization on just and fair terms, 
any enabling legislation reasonably desired I shall 
gladly recommend; but if they fail in the prompt and 
efficient performance of that duty, it will then be the 
plain duty of the Commonwealth to take drastic 
and effective action to protect itself, its industries, its 
savings institutions and its citizens from further loss 
due to incompetent or unfaithful railroad manage
ment.

W ESTERN TROLLEYS.
Before the New York, New Haven & Hartford can 

acquire the right to purchase those street railways 
in the western part of the State mentioned in the 
so-called trolley merger act passed last year, it must 
satisfy the Public Service Commission that it is finan
cially able to carry out the provisions of that act. 
If the Public Service Commission decides that the 
financial condition of the railroad will not warrant 
undertaking the cost of carrying out the provisions 
of the act, the right which is given to the railroad 
under the act is lost to it. Other action may then 
be considered to provide transportation facilities for 
the western towns.

I shall await the action of the Public Service Com
mission before making any reco nmendation in this 
matter.
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CONCLUSION.
A deep sense of public obligation leads me to 

urge the serious consideration and the enactment 
into law of the several measures herein recommended. 
I trust you will find these measures in line with the 
best thought of the country, — that thought which 
is devoting itself with increasing earnestness to.the 
betterment of conditions in order that government 
by the people shall bear its full fruitage of benefits 
and thereby insure its perpetuity.

I am sure the people of the State generally, without 
regard to party or other division earnestly desire 
the passage of many of these measures, and they will 
not be content to wait for them indefinitely, and will 
determine the extent to which you fittingly repre
sent their judgment by the enthusiasm and earnest
ness with which you seek to enact their views into 
law.

I omit some things to avoid the risk of recommend
ing too much. Of those not mentioned your own 
diligence in the public service will supply knowledge, 
and I shall also from time to time, as occasion re
quires, submit further information and recom
mendations.

We meet to-day, conscious as never before in our 
lives, of the great opportunity for service to the 
people of our great Commonwealth; the solemn
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words of the oath administered to you yesterday and 
to me a few minutes ago in your presence are still 
ringing in our ears. But we are not going to be 
judged by our promises nor by our good resolutions 
or even by our firm purpose to serve as best we 
can. At the end of our deliberations the people 
will judge us upon what we have accomplished; 
the verdict that awaits us will depend upon the 
courage, the wisdom and the fairness with which 
we act.

If the sacred traditions and glorious history of our 
Commonwealth, if this very building in which we 
are assembled with its record of accomplishment in 
behalf of the people, if the names of the great states
men of Massachusetts which are inscribed on the 
walls of this room, do not serve daily and hourly 
to inspire you to greater effort in the service to which 
you have been called, then I appeal to you to go 
out and move among the people of the State, 
the rich and poor, the prosperous and the toiling 
millions, and observe how they love Massachusetts, 
to what unestimated degree they would sacrifice 
everything, even life itself, to preserve and perpetu
ate this their government, — observing and reading 
all this in the faces and hearts of our fellow citizens, 
I call upon you to make the legislation of 1914 
memorable for the wise and efficient use of the 
authority confided to you by the people of Massa-
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chusetts, that these liberty-loving and God-fearing 
people will be all the more anxious and willing to 
make whatever sacrifice time may demand because 
our efforts have made their government more 
precious than ever to them.

Let us begin and end our service with “ malice 
towards none, with charity for all, with firmness in 
the right as God gives us to see the right.”


