
SENATE No. 428

Executive Department Boston, May 31, 1918.

To the Honorable Senate and House of Representatives
I return herewith without my approval a bill entitled

“An Act to Provide Additional Methods of Guaranteeir
Compensation Under the Workmen’s Compensation Act
(see Senate No. 390). I regret to take this action because
I feel sure the measure was supported by employers of
labor in no hostility to the industrial accident system, and
to provide a cheaper insurance. I have asked the opinion
of the Industrial Accident Board which is charged with the
administration of the Workmen’s Compensation laws, and
I am informed that no one of them is in favor of the bill
Their reasons are given at some length in a communication
to me, and instead of attempting to summarize them, I
ppend a copy of their communication hereto for your

formation. I am inclined to the belief that the frictior
that would be likely to be evolved between the emf
and the employers would much more than offset a
there might be in ic

C6c Commontocaltl) of asassacliusctts.

AMUEL V/. McCALL.
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Boston, May 31, 1918.

Hon. Samuel McCall, Governor of Massachusetts, Boston, Mas.
Your Excellency: The chief objection to self insu

ance is this:
The employer will feel the direct financial effect of every

injury and death occurring to an employee in his establish-
ment, provided, of course, that such injury or death results
from the employment. It means simply a retrogression to
that state of affairs which existed not only in this Common-
wealth, but all over this country before the adoption of
workmen’s compensation statutes.

During the existence of that system, when the employee
was obliged to seek indemnity from his employer, there was
a somewhat popular notion and by no means not without
good ground therefor, that misfortunes of injured employees
were often exaggerated and made unnecessarily burdensome
to their employers by such employees, their lawyers and
doctors combining to that end, and generally to the great
detriment of employees and employers, and the public as
well. That notion was shared widely by employers. On the
other hand, the employee, brought into direct opposition to
his employer in seeking indemnity, very often came to
befieve that his employer was his enemy and hitherto friendly
relations were disrupted to the detriment of both employer
and employee.

Under the present humanitarian system of dealing with
personal injuries as a charge upon the industry, an em-
ployer, when he has paid his premium to the insurer, has
no direct financial interest in claims made by employees
against his insurer. The administration of our Act by the

Ci)c Commontoealtb o! Massachusetts.
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Industrial Accident Board has shown that the employers
are usually desirous that the claims of their employees be
promptly and fully settled. It is no indictment of the large
employers of this Commonwealth but rather a recognition of
the frailities of human nature to say that if employers are
to be directly mulcted for injuries to their employees, the
natural tendency will be to resist such claims to the utmost.
The result will be that for the existing spirit of cooperation
between employers and employees there will be substituted
a spirit of antagonism.

Dealing with a small number of insurance companies
covering all the industries in the Commonwealth, the In-
dustrial Accident Board is in the main able to obtain sub-
stantial justice for the employees and at the same time to
protect the rights of the employees, of the employers, and of
the general public, which general public must bear the
ultimate burden.

It is a mistaken idea in dealing with this legislation to
consider only the employers and the employees. This
legislation is founded on the supposed economic shift of a
burden from shoulders less able to bear it, to the employer,
who is supposed to be better able to bear it and to be able
to get back that cost from the public. In practice it will be
found that the employer does get back this cost from the
public.

The Workmen’s Compensation Act is not a regulation of
any substantive duty; it is exclusively an economic read-
justment of the burdens of industrial accident from the
shoulders of the employees to the shoulders of the con-
suming public. It is for the interests of both employers
and the public that employees be happy and contented and
it will be a great step backwards if employees are obliged
to oppose their employers in seeking compensation for in-
dustrial accidents.

There are a few instances in this Commonwealth where
very large employers of labor, insuring in mutual insurance
companies, are allowed to deal with the employees under an
arrangement between the insurers and the employers with
almost as much freedom as the employers would be allowed
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to deal with such employees under the proposed self insur-
ance scheme. The experience of the Industrial Accident
Board in dealing with cases under this arrangement has
shown that the way of the employee is made much more
difficult.

In fact, it may be stated that the experience of the In-
dustrial Accident Board, covering a period of six years of
administration of the Workmen’s Compensation Act, is
this: that the nearer the interests of the employee are
brought to those of the employer under the Act, the more
difficult it has been for the employee to prove his claim,
and this is said without intending in any way to reflect
upon the employers. It is but natural that fellow employees
should be more loth to testify in favor of the employee
when the employer is the defendant, than to so testify when
an insurance company is the defendant.

If there is to be any change from the present system of
insuring against accidents in industry, the burden of proof
should be upon those seeking the change. Certainly the
employees of this Commonwealth have never indicated their
desire for a self insurance system, and we know of no member
of the Industrial Accident Board who favors such a system.

If it be said that seif insurance would lessen the cost of
insurance to the employer, it can be said in reply that the
present cost of insurance, when compared with the value
of the manufactured product, is almost infinitesimal. Take
for instance, three industries in which Massachusetts lead
the rest of the country the manufacture of boots and
shoes, cotton and woolen goods. The insurance cost on
every one hundred dollar’s worth of manufactured goods in
these industries ranges from $.074 in boots and shoes to
$.091 on cotton and woolen goods. We feel that if the cost
of insurance is to be reduced, it is to be reduced by a wider
adoption of safety appliances on the part of employers, by

■quate medical treatment of injured employees and by
the education of employees in the prevention of accidents
It should not be reduced by a strenuous fighting of indi-
vidual clain

The more clearly it is appreciated that the basic logic
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of the Workmen’s Compensation law is mutuality of interests
between employers, employees and the public, and that each
actor is charged with the duty of promoting the mutual
interests, the more apparent will be the high ideal the legis-
lature had in mind in creating the new system and the
greater prospect of such ideal being realized.

Respectfully submitted

INDUSTRIAL ACCIDENT BOARD,

Wm. W. Kennard, Chairman.
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The reasons set forth in the statement handed you by the
Board briefly present some of the arguments against self-
insurance. When analyzed, in my opinion, they resolve
themselves into one proposition, viz:

Will the employers of the State who adopt self-insurance
be so affected by the fact that compensation payments will
be made from their own pockets that they will be led to
contest claims which have sufficient merit in them to call
for the payment of compensation. If you answer this
question in the negative you have disposed of all the argu-
ments against self-insurance. If you answer it in the
affirmative then the objections to self-insurance are obvious.

I have not studied the bill and am not aware as to just its
provisions. If it opens the way to the smaller employers of
labor to self-insure then the chances of friction seem to me
greater than if it should be availed of only by the large
employers who have the facilities and the impersonality to
handle the insurance business as a department under those
intrusted with its administration.

In this Commonwealth we are of necessity largely depend-
ent upon speculation as to the result. In my year’s service
on the Board I do not feel that I have accumulated sufficient
data as a result of that experience to answer the fundamental
question dogmatically with a yes or no.

WM. W. KENNARD.

C6e Commontoealtl) of egassacfnisetts.
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