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PREFACE

*WaY must thousands of persons be killed and injured
annually in American industry, when reliable authorities
agree that 75 per cent, or maore, of all accidents could be
avoided? Why should we permit our great industrial
system to function so inefficiently, when a few employers
in each line of production have shown that automobiles,
steel, gunpowder, clothes, and all other articles can be
produced profitably without the killing and maiming of
workers? Why is it that we who have such a hatred for
war condone a continual battle field in industry, where
the casualties exceed those of war? '

This book attempts to answer these questions. Indoing
s0, it calls attention to gross injustices in our present
workmen'’s compensation system, and shows that a
scientific treatment of the injury problem has been made
impossible because of the conditions surrounding the
passage and administration of accident, compensation,
and vocational rehabilitation legislation.

There is no one direct and simple answer. The com-
plicated and many-sided nature of our problem makes
it difficult of solution, and requires us to make frequent
journeys into what at first may appear to be unrelated
territory.

A superficial examination of this work may lead to the
conclusion that it embodies an attempt to cover-three
different and unrelated subjects — industrial accidents,
workmen's compensation, and vocational rebabilitation.
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In part, this conclusion is justified; three different sub-
jects are under consideration. But they are not unrelated;
they are mutually dependent.

The prevention of industrial accidents has usually
been associated with machine guards, warning signs, and
safety engineers. Workmen’s compensation insurance
has been developed primarily to pay injury benefits,
rather than to prevent accidents. Vocational rebabilita-
_tion has been instituted to retrain disabled persons who

could not reéstablish themselves financially. There has
not appeared to be any relationship between such seem-
ingly diverse things as safety guards and insurance pre-
miums, or weekly benefits and classes in bookkeeping.

Gradually, however, the idea has gained credence that
there might be an intimate relation between industrial
accidents and workmen’s compensation insurance. Here
and there, an actuary has attempted to persuade em-
ployers that they might reduce their premium rates if
they could curtail the number and seriousness of indus-~
trial accidents, Other. persons, interested more in the
safety of the workman than in the amount of premiums
which the employer had to pay, have seen that the pro-
blem of safety is a pecuniary one, and that its solution,
therefore, demands something more than the application
of safety engineering knowledge to the technique of pro-
duction,

When the State Boards for directing the work of voca-
tional rehabilitation were established, it became a rather
general custom to place on the Board one or more persons
interested in workmen’s compensation. In some States
the retraining of disabled persons was administratively
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linked with workmen’s compensation. In a few jurisdic-
.tions the authorities have gone so far as to allow addi-
tional benefits when the injured person has consented to
be rehabilitated. Occasionally, also, money has been
provided for the purchase of artificial limbs,

With the exception of these rather sighificant gestures
(and they amount to but little more), the potential re.
lationships existing between accident prevention, work-
men's compensation, and rehabilitation still remain for
the most part unappreciated. As long as this situation
continues, the progress of accident prevention will be
retarded, crippled persons will not receive compensation
benefits commensurate with their sacrifices, and the work’
of retraining the disabled will fall short of its possible
effectiveness.

In this book accident prevention, workmen's com-
pensation, and vocational rehabilitation are treated as
integral parts of an attempt to have goads and services
produced with a minimum of sacrifice on the part of
workers. Accident prevention is made the desired goal;
workmen’s compensation is regarded as the best tool to
promote safety; vocational rehabilitation is conceived asg
the remedy to be used only when safety is not realized.
In this capacity it is justified, because it conserves for
society at least a part of the productive power of the dis-
abled worker, while it enables him to become partially
or wholly self-supporting. _

The position is here taken that safety measures will
be put forth to the extent that industrial accidents are
made important items in production costs. The estab-
lishments with a low accident rate must be rewarded by
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being permitted to pay smaller compensation insurance
premiums than does the concern with a high accident
rate. Not only must these accident costs vary with the
degree of safety achieved by the different employers, but
the margin between them must be sufficiently great to
make injuries expensive — so expensive that the coms
pany with the poor record will realize that a failure to
“make its plant safe will place it at a competitive dis-

Higher compensation premiums will also make possible
moreliberal disability and death benefits. Larger benefits
are desirable, becayse at the present time the benefits
paid fall far short of compensating for wage losses caused
by injuries. These wage losses, if not properly compen-

- sated by workmen's compensation benefits, lower the
tandard of living of the persons involved, and work a
ardship upon the whole community,

There is the possibility, however, that benefits may be
made so liberal that some injured workers will be un-
willing to attempt to retrain themselves for useful tasks,
Rehabilitation under such circumstances may result in
complete failure; the injured worker may be idle when
he could be productive. In other words, while compen-
sation based upon loss of earning power is advocated as
the basis of paying disability benefits, the actual loss
compenaated for must be the difference between the
original earning power of the injured worker and that
which he is able to earn after rehabilitation,

The problem under discussion raises many difficulties
because it is in the nature of a dilemma. The dilemma is
this: Unless benefits are made high enough to necessitate
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larger compensation msurance premiums, the number of
accidents will not be reduced ; but if the benefits are made
too liberal, attempts at rehabilitation may be defeated.

The basic problem under consideration, then, seems to
be to find ways and means of making industrial accidents
more costly to employers than heretofore, and at the
same time of retaining the proper incentive for disabled
persons to accept retraining. To differentiate between
the careless and the careful employer, to conserve earning
capacity whenever possible, and then to compensate for
whatever deficiency remains, constitute the program..
Such a program is possible only when,prevention, com-
pensation, and retraining are viewed as related parts of
one comprehensive whole.

The author has received valuable suggestions and
other assistance from many persons, for which he wishes
to make acknowledgment and to express appreciation,

Special ackaowledgment is given to the following per-
sons: Mr. M. B. Perrin, Director of Vocational Rehabili-
tation in Ohio, and Mr. T, J. Donnelly, Secretary, Ohio
State Federation of Labor, for help in making the case
studies described herein; Miss Tracy Copp of the Federal
Board for Vocational Education, for reading sections
dealing with wvocational rehabilitation; Mr. R. E. Hag-
gard, Chief, Permanent Disability Rating Department,
California Industrial Commission, and Mr. F, W, Wilcox,
Chairman, Wisconsin Industrial Commission, for reading
sections dealing with their respective compensation
systems; Mr. A, J. Pillsbury, former Chairman, California
Industrial Commission, and Mr, F. W. Hinsdale, Secre-
tary and Actuary of the British Columbia Workmen's
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Compensation Boa;d, for suggestions and criticisms
dealing with the rating of disabilities for compensation
purposes, Dr. Emory R. Hayhurst, international author-
ity on industrial health hazards, for his advice, and Miss
Marian P. Cartland of the Pollak Foundation for editing
the manuscript.

A number of officials of industrial establishments and
insurance companies have assisted in various capacities,
Mr. Clyde J. Crobaugh of the Aetna Casualty and
Surety Company read the entire manuscript and offered
many useful suggestions.

I wish to express my debt to the late Dr. Carl Hook-
stadt, Workmen'’s Compensation Expert with the United
States Bureau of Labor Statistics. Dr. Hookstadt not
only suggested the subject matter of this book, but
~ assisted in arranging the work in its early stages.

My colleagues have helped me in one capacity or
another. Dr. L. E. Smart assisted in arranging the
statistical tables and charts. Miss Louise Stitt offered
valuable suggestions in the arrangement and construce-
tion of the manuscript.

I am indebted to Dr. M, B, Hammond, past Chairman
of the Department of Economics, Ohio State University,
and formerly a member of the Ohio Industrial Commis-
sion, whose advice and criticism bave been invaluable
to me.

Ep1sox L. BOWERS
Corompus, Onto
March, 1930
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CHAPTER 1
INDUSTRIAL INJURIES

NoTHING may be more meaningless than numbers. To
most persons a million of anything, or even a thousand, is
difficult to visualize. To say that so many thousand per-
sons are killed and injured annually, or that the pecuniary
loss resulting from such injuries amounts to so many
millions or billions of dollars, is only putting injuries in
the category of big things, without giving any notion of

their importance. Most people readily accept the state-.

ment that a great many persons are killed. But just how
the injury problem compares in importance with other
problems which society constantly faces, the ordinary
man is in no position to gauge,

Industrial Injuries Qutnumber War Casualties

Over a long period of years, war has come to be re~
garded as the most destructive of all agencies, the acme
of things horrible. Yet the workshop is more dangerous

than the battle field. Since our country has become an’

independent nation, fifteen times as many persons have
been killed or injured in industry alone as have been lost
in the Nation’s battles. The losses of war loom large for
a time only, but the losses of accidents accumulate with.
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monotonous regularity. A mine explosion yesterday, a
broken scaffold to-day, a train wreck to-morrow — each
makes its contribution every year to the appalling num-
ber of those injured. The direct financial loss has been
estimated as billions of dollars annually, while the in-
direct loss is beyond all calculation. In addition to all
such losses are the human suffering and misery, the ex-
tent of which cannot be conceived, but which, taken as a
whole, exert a tremendous effect upon the welfare of our
country. For reasons which will be ‘developed in subse-
quent chapters, the problem of accidents is especially
serious in the United States. There are killed in this
country, per million of population, almost twice as many
persons as in France or Japan, more than twice as many
- as in Great Britain, and four times as many as in Den-
mark, It behooves us to give deep consideration to this
question. Are we buying our industrial ascendency at the
price of our workers' lives and limbs?

Complete Data are not Available’

Statisticians of the National Safety Council estimate
that more than 96,006 men, women, and children were
killed in accidents of all kinds in the United States in
1928. Just what fraction of this number are industrial
injuries, nobody knows. There are no statistics of work
accidents covering all the States. Four States have no
compensation laws and no records of accidents. Not all
the remaining States publish the number and type of in-
juries compensated in their respective jurisdictions. The
reports that are available are not entirely comparable,
since they do not cover identical time periods.* Some in-
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clude and others exclude occupational diseases; some list"
all injuries, while others report only those of a week’s or

two weeks’ duration. Classifications have different mean-

ingsin different States. Out of this heterogeneous mass’
of data, it is impossible to glean anything like exact fig-

ures. At best, any calculation in its final form in.

volves estimating, Fortunately, some estimates have

been made. .

In 1913, Dr. Frederick L. Hoffman, statistician of the
Prudential Life Insurance Company, estimated the an-
nual number of fatal industrial accidents to be 25,000.
Six years later Mr. F. S. Crum, of the same company,
placed the annual number of fatal industrial accidents at
23,000; and the number of injuries causing at least one
day’'s disability, at 3,000,000. This estimate was ac.
cepted by the Federated American Engineering Societies
in their study on elimination of waste in industry.® Dr,
E. H. Downey believed the annual nuniber of fatal in-
juries to be about 25,000; the number of serious perma-
nent disabilities, 25,000; and the number of temporary
disabilities about .2,000,000,% Michelbacher and Nial
maintain that previous estimates have been excessive,
and that the annual number of industrial fatalities is not
more than 15,000

Our estimate, like all others, will necessarily be of a
general nature, because it, in turn, is based in part upon
other estimates. For 1926, a total of 11,924 fatal and
1,863,402 non-fatal injuries were reported by 42 States’
These States comprised about 89 per cent of the total pop-
ulation of the country. If we assumed an injury rate in
the remaining 6 States comparable to that of the country
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-as & whole, there would be some 13,285 fatal and 2,093,
710 non-fatal injuries in the 48 States.?
~ Not all persons are covered by workmen’s compensa-
tion laws. A large number of persons engaged in agri-
culture, in domestic service, and in very small establish-
ments are excluded, This fact raises the question as to
the percentage of workers actually covered by compensa-
tion acts. Injuries to those not covered are, of course, not
recorded. In 1919 Dr. Carl Hookstadt, of the United
States Bureau of Labor Statistics, estimated that the
average number of persons subject to State compensation
laws was about 70 per cent of the total number employed.®
Since 1919, the situation has changed somewhat. More
persons have been included in the scope of the acts, and
a larger proportion of injuries are being reported. The
" average number of persons subject to State compensation
laws in 1927 was probably about 80 per cent of the total
number employed.™ If we assume that those persons not
covered by compensation acts are exposed to an injury
" hazard comparable to that being faced by insured work-
ers,” the total annual number of fatal injuries must be
raised to 16,606 and the number of non-fatal injuries to
2,604,637. These figures are more in the nature of mini-
mums than maximums.™ The annual number of fatalities
may be as great as 20,000.

Injuries are Very Costly

"The average fatality cuts off twenty years of productive
labor. This means that the country as a whole, on the
basis of 20,000 fatalities per year, is deprived of 380,000
man-years of labor because of each year’s fatal accidents.



' INDUSTRIAL INJURIES 5

The serious permanent disabilities result, on the average,
in a reduction in earning capacity of nearly 50 per cent.
This is equivalent to the loss of some 350,000 man-years™
of labor. The less serious injuries account for probably
3,000,000 weeks of lost labor annually. All types of in-!
juries taken together cause an annual loss of time of more
than 280,000,000 working days.

The annual wage loss attributable to industrial in-
juries amounts to more than a billion dollars; the annual
total loss, to probably four billion. In this are included
the cost of medical and surgical attention, and the over-
head cost in connection with the payment of claims, as
well as a heavy indirect cost. The indirect loss of produc-
tion is very significant. Whole processes may have to
wait because of a single accident. The injurious effect of
accidents on the morale of the workers is almost im-
possible to estimate, but that it is considerable is evident
to any one who has seen a serious accident where large
numbers of persons are employed.

- There are Many Causes for Injuries

The customary way of placing fault for injuries is to
say that a certain part of the blame is due to the pegli-
gence of the employee; another part is due to the failure
of the employer to provide proper working conditions,
tools and equipment, and so forth; and all injuries not
thereby accounted for are thought of as being nobody’s
fault, Some accidents appear.to be due to careless-
ness, foolishness, or seemingly inexcusable ignorance
of employees. The following cases may be cited in
point:
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1. A helper on a shears in a rolled steel mill was in the
habit of asking the shearman on the opposite side
of the shears for tobacco. Becoming tired of getting
up and walking around the shears, this man put his
hand under the sheare just in time to have the big
blade sever his right hand at the wrist.

2. An employee for a gasoline distributing company,
although he had been cautioned many times,
lighted a match and tried to place it inside an auto-
mobile gasoline tank to determine if the tank would
hold more gasoline. In the explosion that followed,
the employee lost the use of an arm and the sight of
an eye, and had in addition a badly burned body.

It must not be assumed that the above examples are
typical accidents, but undoubtedly the records of every
State reveal many such unfortunate experiences. How
may these accidents be explained? They may be due to
fatigue, lack of sleep, or inability to comprehend and
interpret orders. They may be due to mental causes.
Mr. Boyd Fisher believes that mental causes are primary
in explaining accidents. In his book, Mental Causes of
Accidents,” be divides these causes into five heads:
ignorance, predisposition, inattention, preoccupation,
and depression.

A study of 75,000 industrial accidents by the Travelers’
Insurance Company revealed the fact that only about xo
per cent of accidents are due to physical and mechanical
causes, whereas nearly 9o per cent are attributable to the
human factor — faulty instructions, poor discipline, un-
safe practice, and so forth,

Just as some accidents may be definitely traced to the
negligence of the employee, so may others be attributed
to the employer, Here are two examples:
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1. A planing mill had in operation a large circular saw
with no guards around it. An employee had his
thumb taken off. Another employee was put in his
place. Within a few days this man had his wrist so
badly cut that an amputation was necessary.
Meanwhile, State officials insisted that the saw be
guarded. The guard was not immediately supplied,
the blame for the delay being placed upon the fore-
man in charge. A short while later this same fore-
man, having some work to do, and nobody available
to do it, began operating the unguarded saw. He
was fatally wounded after a few minutes of work.
Then, and then only, did the company, under the
compulsion of the State, guard the machine.

2. A steel company, specializing in the production of
iron bars, made a practice of using hand trucks in
moving steel about the plant. These trucks, when
loaded, weighed as much as 15 tons, and ran from
the stock room to the loading car by gravity. Many
times one truck would run into another truck with
tremendous force. Occasionally, an employee would
have a finger smashed or a glove caught between the
protruding bars. Requests were repeatedly made
that brakes be put on the trucks, but the company
did nothing. One night the foreman of the shipping
department did not mowve quite quickly enough, was
caught between two trucks, and pierced as if by a
hundred spears.

Conditions such as these testify to poor shop manage-
ment, or insufficient State inspection, or both., Some em-
ployers will not make their plantssafe because they fear
that the expense involved will reduce profits. Further,
many a factory manager lives under the delusion that
in his plant a serious accident will never occur.
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That State inspection is sorely deficient is apparent to
all who are familiar with the situation. It is not uncom-
mon for one inspector to have under his jurisdiction all
the factories in several large industrial cities. In a terris
tory so large, it is impossible to give adequate attention
to each plant. Often the result is a superficial inspection
and a duplicate of the previous inspection report with the
date changed. An example of the inadequacy of State
inspection is found in this extract from the annual report
of the Louisiana Commission of Labor:* ‘In the dis-
charge of routine duties, practically every industry in the
State has been visited and inspected by some attaché
of this department during the last year, and in many
industrial centers, even more inspections have been
made.’

Aside from those accidents which are caused directly
by somebody’s negligence, there are many others in
which it is difhicult to determine fault. The general ex-
planation of the causes of these accidents is to be found in
the inherent hazards of industry as it has been conducted
since the coming of the machine process, and as it is likely
to be conducted in the future, with the ever-increasing
intensity of the newer and more powerful machinery.
The very nature of modern production seems to demand
the hands and legs and arms and eyes and even the lives
of men and women. There are punch presses which
smash fingers; metal shears which cut off hands; calen-
. dering machines which tear off arms; giant rolls which
smash bodies; falls which break legs; cave-ins which
wrench backs; flying dust which blinds eyes. These are
the concomitants of machine production.
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Throughout modern industry, the human organism is
expected to adapt itself to an ever-changing mechanical
environment. Machine production is increasing in its
tomplexity; speed has become synonymous with effi-
ciency; unskilled and less responsible workmen have re-
placed old-line mechanics. It is a constant race between
man’s powers of adaptability and industry’s changes in
its methods of production. There is good reason to be-
lieve that workers unaided would be the losers in the race,
and that the only thing that prevents them from losing
entirely is the constant assistance given them through
safety devices of all kinds.

There are other factors which help increase the injury
rate. One of these is temperature, If a plant is too warm |
or too cold, there are likely to be accidents. In the
world's deepest gold mine, the Morro Velho, in Brazil, it
was found that with a temperature of 89 degrees there
- were 20 fatal injuries in 16 months, A cooling plant was
erected, In the 16 months following, with a temperature
of 80 degrees, there occurred only 6 fatal injuries. As this
change in temperature was the only alteration, the pre-
sumption is that it was responsible for the reduction in
the accident rate.”® During cold days, if plants are not
~ heated properly, and if the work is not strenuous enough
to keep the body warm, the hands become numb and lack
the.power of ‘feeling’ danger, with the result that more
accidents occur than at other times. This was apparent
in a cold drawn steel mill where, with virtually the same
number of employees doing the same type of work, the
number of injuries in January and February was nearly
twice as large as in April and May. It seems reasonable
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to assume that at least part of thia difference should be
attributed to temperature.

Lighting also influences the injury rate. A majority of
the accidents occurring in halle and passage ways may be
attributed to defective lighting. Either there are not
enough lights or they are so arranged as to cause obscur-
ing shadows. Artificial lighting, in the main, is inferior to
natural light, although the results obtained with modern
illuminating devices are in some instances very remark-
able. Nevertheless, Collis and Greenwood have found
that injuries are 25 per cent more numerous during the
hours of artificial lighting, and also that there are 75 per
cent more falls.” In some kinds of work, such as ship-
building and dock work, there are about twice as many
injuries during the period of artificial lighting.

The Injury Problem is Still Unsolved

Perhaps the most significant thing about the problem
of injuries is that, taking the country as a whole, the in-
jury rate since the War seems to be upward. At this
point, a word of caution is necessary., What is meant by
an increasing or a decreasing injury rate? When the ac.
tual numbers of injuries are compared for different years,
usually no account is taken of the size of the respective
populations or of the number of persons employed in
each period. Frequently, a more nearly complete system
of injury reporting is in force during one period than in
the other, or the number of injuries reported may be
greater at one time than at another.

The proper basis for computing the fatal injury rate is
the number of man-hours’ exposure. This takes into ac-
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count, not only the number of persons employed, but also
the length of the working day. The basis for the non-fatal
injury rate should be the number of lost-time injuries in
so many hours worked (frequency rate) and the number
of days lost per so many hours worked (severity rate).
For the purpose of premium rate determination, insur~
ance companies desire to know the number of accidents
in relation to the volume of payroll. Production experts
and cost accountants base the accident rate upon the
volume of production, to determine what part of the
cost of producing each article is due to workmen’s com-
pensation, An accident rate based upon either the
amount of payroll or the volume of production has its
value and uses, but it is of no aid to the student of
accident prevention. Unfortunately, injury statistics, for
the most part, are not given in terms of man-hours’ ex-
posure.

The following figures, taken from the 1928 report of the
Bureau of Worlanen’s Compensation of Pennsylvania,
are in absolute numbers, with no account taken of the
size of the population, the number of persons employed,
or the type of cases to be reported. The depression of
1921 and 1922 brought with it a decrease in the accident
rate, but the return of industrial activity was accompan-
jed by a substantial increase.

Pennsylvania is surpassed by few, if any, States in the
quality of its safety work. Were this not true, many more
accidents would oceur in the hazardous mills and mines of
the Keystone State. Nevertheless, the figures in Table 1
are anything but reassuring, The fact that over two thou-
sand persons are sacrificed year after year in the indus-
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tries of a single State indicates that there s still work to
be done. .

Tgm I. ANNUAL NUMBER OF FATAL AND NON-FATAL .IN]tmms
IN PENNSYLVANIA, 192028

YEar Toreas FATAL NomFaras,
1020, .. 00assrs 174,970 2,528 172,451
L 112 SRR, 140,197 1,924 138,273
IR cennnan 146,255 1,890 144,365
I923...0vuunns 200,435 2,412 193,023
192 vt urus voe 177,530 2,200 175,330
b (1 T 176,392 -2,022 174,370
1026, ceacuun. 180,420 2,136 178,284
1% S, 160,743 2,053 158,690
1928...,....., 152,513 2,080 150,433

In New York State, the number of fatal injury cases
(closed) increased from 1109 in 1924 to 1217 in 1929,
During the same period, the number of construction acci-
dénts increased from 13,361 to 23,701. In attempting to
explain this increase, the New York officials make this
significant statement: ‘ The increase may be due in part to
the greater speeding-up, with its effects on the hazards of
the industry.’

“The peace-time casualty list in the industries of Ohio
is simply staggering.’ ® This is the statement of no lessan
authority than the Ohio Superintendent of Safety. The
annual number of fatal industrial injuries increased from
898 in 1924 to 1108 in 1928. Non-fatal injuries increased
from 174,276 to 228,125, There were 123 more fatal and
9093 more non-fatal injuries in Ohio in 1928 than in 1927.

The reports of the Illinois Department of Labor are
equally pessimistic. Here is a sample: *The report with
respect to fatal industrial accidents was decidedly worse
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than that for the prévious year. There was a material de-
crease in the number of employees exposed to the hazard
of death, because fewer of them had jobs. But in spite of-
this, practically the same number were killed as durmg
the previous year,” »

‘Wisconsin has for ten years stood at the forefront of
the safety movement, yet the accident rate per thousand
employees was higher in 1920 than in 1915."* In 1923
and 1924, Wisconsin rallied to the situation, and the acci-
dent problem seemed for a time to be under control. The
year 1928, however, brought a fresh record of industrial
slaughter.

What is trme of the States is true of industries. In coal
roining, the fatality rate per 1,000,000 hours of exposure
increased from 1.31 in 1913 to 1.40 in 1923, and thence
jumped to 1.59 in 1924. In quarrying, the frequency rate
for all types of accidents rose from 38.31 in 1914 to 58 34
in 1924,

In commenting upon the industrial accident experience
of 1928, the United States Department of Labor recently
concluded that; ® ‘While there were in 1928 as compared
with 1927 material reductions in accidents as measured
by frequency rates, in a number of industry groups there
were altogether toco many industries in which the number
of accidents per million man-hours increased, The sever-
ity rate, which is based on time loss, tells the same story —
a general increase in 1928 over 1927."

The data just submitted are not intended to convey the
idea that all business firms have failed to meet satisfac-
torily the injury problem. In Chapter XII, evidence will
be submitted to show that some organizations have done
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remarkably well in eliminating the injury hazards in their
plants. Rather, the injury statistics are cited for the pur-
pose of showing that industrial cripples are still being
made; that a serious injury problem exists; and that,
from the standpoint of national welfare, it is more in need
of careful study and attention than it ever was before.

A newspaper editor recently commented enthusiasti-
cally upon the fact that there bad been 20 fewer deaths in
his State during the month just closing than there had
been in the preceding month. In one sense this reduction
was commendable, but the editor forgot to mention that
the ‘record’ he was lauding represented a fatality rate
higher than any during the previous 18 months, with the
exception of the month with which the comparison was
made. The original bench mark had been forgotten, In
fact, in most jurisdictions there is no measuring stick for
determining the progress of safety. Injuries occur; the
facts are duly recorded. If the number is larger than
usual, the fact is temporarily lamented; if it is smaller, the
fact is made known and favorable comment follows.

On another occasion a writer, in attempting to extol
the compensation system of his State, made the point
that about $1,500,000 more had been paid to injured
workmen during the fiscal year then closing than in the
previous year. This writer neglected to explain that,
while about one third of this increase was due to the in-
clusion of more persons under the scope of the compensa-~
tion law, about two thirds was attributable to an increase
in the number of injuries. While it was very fortunate
that the funds were available for compensating the vie-
tims, the increase in benefit expenditures was an indica-
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tion of a poor injury prevention record, rather than of the
liberality of the workmen's compensation law.

Conclusion

Preventing injuries is the first step in the program of
getting goods and services produced with the least cost
to society. To the extent that accidents are eliminated,
compensation for injuries is unnecessary ; the retraining of
crippled industrial workers is not required. Compensa-:
tion and retraining merely assist in the curing and place-
ment of the worker who already has met with a misfor-
tune, but preventing accidents strikes at the cause of the
misfortune. Some persons, and among them not a few
safety engineers and Government officials, feel that the
limit has been reached in accident elimination; that in-
formation about injuries, both fatal and non-fatal, from
now on, must be received as a matter of course. There
may be some truth in this belief if one holds that the
methods now being employed for insuring safety are
beyond improvement, But such an assumption seems to
be unwarranted. The systems of prevention now in use
are not unalterable. Logic unites with experience to in-
dicate that a measure of safety far in excess of that which
industry asa whole now enjoys, is possible if society is will-
ing to pay the price. Not the smallest part of this price
will be the willingness to alter, and in some cases to aban-
don, established ideas and obsolete practices. In speak-
ing of the tendency in this direction, Michelbacher and
Nial say: * ‘ Although the records of individual employ-
ers show decided improvement, all the efforts so far de-
voted to the problem have failed to accomplish any radi-
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cal improvement in the aggregate experience of the coun-
try. This would indicate that the original methods of ap-
proach are in need of revision, or that they must be sup-
plemented by others, and it is apparent that an appre-
ciation of this fact 18 urging students of the problem to
discover more effective means of attack,’

In a later chapter, an attempt will be made to explain
some methods of accident prevention which may possibly
be more effective in curbing the number of injuries than
some of those now in use. But such a discussion must
wait for an analysis of the workmen's compensation
system of the United States.



CHAPTER I

WORKMEN'S COMPENSATION SYSTEM OF THE
UNITED STATES

THE term ‘workmen’s compensation’ i3 a8 misnomer as
it is now applied to schemes for paying industrial in-
jury benefits. An injured workman assumes from three
fourths to four fifths of the financial loss attending his in-
capacity, in addition to whatever pain and trouble the in«
jury may have caused him. The various State compensa-
tion laws in this country — or in any other country, for
that matter — are in reality limited insurance acts,
limited in every sense of the word; limited as to the
amount and duration of benefits, as to the number of per-
sons covered, and in many other ways.

American States Tardily Followed European Example

‘The group of State laws taken together is sometimes re-
ferred to as the Workmen’s Compensation System of the
United States. The term ‘system’ seems to be inappro-
priate, unless it be interpreted to mean that all the laws
have about the same defects. Having stood by for years,
while all of the other great industrial countries were grad-
ually developing their plans of caring for the victims of
industrial accidents, the American States, in the second
decade of the twentieth century, apparently at last con-
vinced of the practicability of foreign experiments, tried
to see which could be the first to write upon its statute
books a law which had for its purpose the compensating
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of industrial cripples. In ro single decade, in any part of
the world, had there been such a complete tum to a new
form of social legislation as was experienced during the
period from 1910 to 1920, when State after State substi-
tuted for its employers’ liability system a type of legisla-
tion in which the first word in the title was ‘workmen's,’
twhile the second word suggested a payment, rather than a
-quibbling over the question of liability.

Workmen’s Compensation Replaced Employers’ Liability

Prior to the enactment of workmen’s compensation
Jegislation, employers’ liability laws governed the liability
‘of employers for accidents. The Hability laws could be
applied only through a court trial. The problem of the

"courts was to decide who was at fault, to center responsi~

bility, and to make the guilty party assume the burden.
The courts, in interpreting the lability laws, held that the
employer was to provide a safe place of employment, safe
tools and equipment, competent fellow workers, and ade-
quate supervision. If he took these precautions, he was
freed from the responsibility of accidents arising from
the workers’ own carelessness, the negligence of fellow
workers, the ordinary risks of occupation, and the ex-
traordinary dangers of employment.

If the employer, or rather the insurance company with
which the employer had insured, could prove in court any
one of the last mentioned points, the injured worker or
his dependents had little chance of receiving compensa-
tion, however meritorious their claim might be. Investi-
gations in the Pittsburgh coal and steel district during the
operation of employers' liability laws in Pennsylvania *
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disclosed the fact that, in death claims, more than 50 per
cent of the families received not more than $x00 com-~
pensation each, and that, in such serious injuries as the
loss of an arm or a leg, either awards were not made, or
the amount was generally limited to a few hundred dol-
lars. To-day, under workmen's compensation laws, a
death award of $6500 is not uncommon, while awards for
serious non-fatal injuries range from $1000 to over $4000.

Germany was the first country to abandon the employ-
ers' liability system, In 1885 she enacted a Compulsory:
Compensation Insurance Act. Austria-Hungary followed'
in 1897, France and Italy in 1898, Russia in 1903, and:
Great Britain in 1906, The United States Government
enacted a compensation law in 1908 for certain Federal
employees.* A New York State law of 1910 was declared
unconstitutional. '

Workmen’s compensation actually began in the United
States in 1911. In that year, laws were passed by Cali-
fornia, Illinois, Kansas, Massachusetts, Nevada, New
Hampshire, New Jersey, Ohio, Washington, and Wis-
consin. Only Arkansas, Florida, Mississippi, and South
Carolina are without definite provision for compensat-
ing injured workmen.

Workmen’s Compensation Coverage is Being Extended .

Year by year, various groups of workmen are brought
under the coverage of workmen’s compensation laws. In
March, 1927, a group of over 300,000 wage-earners ex-~
posed to risks greater than most factory employees are
permitted to assume, were given protection through the
passage by Congress of the Longshoremen’s Compensa~
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tion Act. Although the act appliés primarily to long-
shoremen engaged in loading and unloading vessels, it
also provides compensation coverage for a number of
trades and crafts, such as painters, carpenters, plumbers,
and so on, This Federal enactment marks the first in.
vasion, as far as private employees are concerned, of the
workmen’s compensation principle into South Carolina,
Arkansas, Mississippi, and Florida.

Another noteworthy extension of workmen's compen-
sation took place in 1928, when Congress passed a bill
which gave protection to some 60,000 workers in private
employments in the District of Columbia.

Some Workers are Still Without Protection

It must not be inferred, however, that all workers,
even in States that have workmen's compensation laws,
are covered by compensation insurance.t In most States,
agricultural laborers, domestic employees, casual work-
ers, and in a few States, public employees, are excepted
from the provisions of the law. In some States are to be
found some unusual provisions. To give only a few ex-
amples, Maine excludes logging operations from the scope
of the law, Texas excludes cotton ginning, and Kentucky
omits distilling. Still other exceptions are to be found. In
twenty-four States, employers of less than a stipulated
number of employees are exempt from the operation of
the laws. In Ohio, the number is three; in New York,
four; in Alabama, sixteen,

Perhaps the greatest single omission at present is that
of more than 1,500,000 transportation workers who are
without the protection of a compensation law because
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they are in interstate commerce, rather than intra-state
commerce. Before 1906 these workers, if injured, could
sue their employer under common law or State liability
statute. In that year Congress passed a special liability
law for interstate workers. It soon was declared uncon-
stitutional, and in 1908 the present employesrs’ liability
law was passed. That bettered conditions somewhat, al-
though the act in question was based on the old idea of
fault of master or servant.

Whereas the harbor workers made every effort to assist
in the obtaining of a Federal compensation law for harbor
workers, the railway brotherhoods — at least, some of
them — have not taken aggressive steps in that direction,
Generally speaking, their attitude has been apathetic,
They do not favor a workmen's compensation law as an
exclusive remedy. Rather, they would retain the option
of securing redress under a compensation law or a liabil-
ity statute. This position is made clear by a declaration
passed by the Order of Railway Conductors at its 34th
Grand Division:

‘Be It Resolved, That the Order of Railway Con-
ductors does not favor a workmen’s compensation law as -
an exclusive remedy for damages sustained through in-
jury or death of employees of railroads, but it believes
that inasmuch as compensation and liability laws are for
the benefit of the employee it will lend its support to any
bill that will strengthen the present liability laws, Federal
and State, and to any compensation bill satisfactory to
those who favor the principles of workmen's compensa-
tion,

‘ Provided, however, that said compensation bill shall
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give the employee his option and election to either claim
indemnity under the compensation law or maintain an
action under the liability laws, such option and election
to be exercised by the employee after his injury, or in case
of death by his dependents after death; and that we will
oppose any effort to repeal, suspend, or amend the pre-
sent liability laws, Federal and State, unfavorable to the
employees.’

It is probably true that a relatively small number of
high court awards, such as the following,* have reacted,
thus far, against the passage of a compensation act:

(a) A verdict against a railroad for $35,000 for the

death of a switchman, salary $200 per month,

(b} A verdict for $27,500 to the widow of a brakeman.

(¢) A court award of $32,900 to the dependent family
of a locomotive engineer. ‘

However, there are but few prizes. Some of the injured
workers receive little or nothing, and the small amounts
obtained are still further reduced by attorney’s fees. The
Secretary of the American Association for Labor Legis-
lation sums up the situation by saying: # ‘One out of five
of these men, when seriously injured, has a limited oppor-
tunity through a damage suit to secure a clumsy justice,
But even then, less than half of the money awarded gets
to the pocket of the injured workman,’

Not until there is a Federal compensation act to cover
interstate employees, will this large and important group
of workers be adequately protected. As things now stand,
the States are powerless to remedy the situation.

We have examined the scope of workmen’s compensa-
tion laws with respect to the number of workmen in-



COMPENSATION IN THE UNITED STATES 23

cluded in their coverage, We shall next note some of the
limitations placed upon the amount of compensation re-
ceived by those who are injured.

Disability Benefits are Limited

All but two of the States require a minimum~duration
of disability as a prerequisite to the payment of compen-
sation benefits, This ‘waiting period’ varies from one day
to two weeks, over one half of the laws specifying one
week. Some of the States later compensate for this wait-
ing period if the disability is found to be of sufficient
duration,

There is no agreement as to what per cent of the aver-
age weekly wage shall constitute the weekly award. The
amount varies from 40 per cent to 6634 per cent, depend-
ing upon the particular State in which the accident hap-
pens to occur. In Connecticut, it is 50 per cent; in In-
diana, 55; in Towa, 60; in Michigan, 6634. Some States
have different percentages for different degrees of disa-
hility and for different types of injuries; and, finally, the
percentage is sometimes found to vary with conjugal con-
dition and the number of children.

The benefit schedules are further complicated by the
fact that all but about a ha!f dozen of the States provide
weekly maximum and minimum payments, The smini-
mum payments may be dismissed without discussion.
They are usually so low as to be ineffectual. But the
maximurm limitations are especially significant, in view of
the fact that they nullify the actual percentage of wages
awarded. This is shown in the results obtained in a study
of 500 permanent partial disability cases® in a State
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where the weekly maximum ($18.75) is well above the
average,” and where the percentage of wages specified in
the law is 6624. In 386 of the 500 cases, the ‘two thirds
of wages' provision is meaningless, the average percent-
age of wages actually received being only 41.5.

Finally, the amount of injury benefits is further
limited by two other factors. These are, first, the total
sum of money which may be paid to an injured person or
his dependents, and second, the number of weeks during
which compensation shall be paid. - The maximum total
award for partial disability is in Colorado $3640; in
Massachusetts, $4500; in Utah, $5000. Although Utah
has a total maximum of $5000 as against $4500 for
Massachusetts, the weekly maximum of the former is
only $16, as compared with the weekly maximum of $18
of the latter.

The maximum period during' which benefits may be
paid for partial disability is in Connecticut, 520 weeks;
in West Virginia, 340 weeks; in Idaho, 150 weeks. But
Connecticut’s comparatively long time award is partly
nullified by the further provision that benefits are
limited to 50 per cent of average weekly wages at the
time of injury. Conversely, West Virginia's short time
award is counterbalanced by the greater per cent (663%)
of weekly wages allowed. Idaho's short time award of
150 weeks is still further reduced by the provision allow-
ing only 55 per cent of weekly wages to be paid as a
weekly benefit, and is not helped much by the size of its
weekly maximum, which is only $16.

In some of the States the award for permanent partial
disability begins immediately after the waiting period,
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and is limited to a certain number of weeks. If the
injury has been slow in healing, the disabled person finds
his award discontinued before he is able to return to
work, It is difficult to comprehend the reasoning of a
State legislature which will draft a compensation law so
as to have compensation payments stop before the
injured person has become able to resume employment.

Perhaps the most unscientific phase of the plans for
compensating permanent partial disabilities is the flat-
rate schedule, which specifies how much the award shall
be for each particular type of injury listed in the schedule.
The number of weeks' award paid for the loss of a hand,
for example, runs from 104 in Colorado to 329 in Oregon,
There seems to have been no attempt to base the award
upon the seriousness of the injury as measured by the
loss of earning power, the desirability of which will be
made clear in the following chapter,

Not all partial disabilities take the form of dismember-
ments, An arm, for example, may be injured so that it is
partially useless, Many of the States attempt to deter-
mjne just how much loss of earning capacity is caused
by such injuries, and pay awards on the basis of the
estimated impairment, subject to limitations of various
kinds. There is a tendency to discontinue the compensa-
tion payments for these impairments before the expira-
tion of the maximum peried allowed. Thus, in a study
of 278 cases, it was found that compensation continued
for only about one fifth of the maximum period allowed
by law, although the impairment sometimes lasted much
longer.

Twenty-four States have not yet amended their laws
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50 as to provide compensation for life in case of total
disability. The limitations on the total time for which
compensation shall continue vary in these States from
300 weeks in New Hampshire to 1000 weeks in Wiscon-
sin. But in some of the States where the laws specify
that compensation for total disability shall be upon a life
basis, there is the contrary provision that the total
amount paid shall not exceed a certain figure, thus nulli-
fying the life payment provision of the act. The law of
Maryland, for example, specifies life payment for total
disability, and then proceeds to place a limitation of
$5000 on the total amount of the award. South Dakota,
although purporting to pay a life pension, shows an even
greater inconsistency by limiting the maximum payments
_ to a total of only $3000. In still other States the amount

of the pension paid for total disability is reduced, after
several years, to as low as $5 per week.

Death Awards are also Limited

In all but seven States, the amount going to the family
of a man killed in industry is definitely limited.* This
limitation is either on the basis of the total amount of
the award, the number of weeks during which it shall run,
or both. Thus, in Indiana, the death award shall not
exceed $5000; in Wyoming, $3600; in Ohio, $6500. The
maximum number of weeks during which the award shall
continue is in Connecticut, 312; in Delaware, 285; in
Vermont, 260. A few States pay awards to children of
the victims of fatal injuries if such children have not
reached a self-supporting age. But these allowances to
children are in most instances less than the awards to an
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able-bodied widow. Oklahoma does not pay even death
benefits,

Medical Service is Inadequate

Many of the State laws fail to provide proper medical
service. All the States, except Arizona, provide some
medical benefits, but some of the provisions are very
limited. The limitations take one of two forms: either
the amount of money for medical service is limited, or
the number of weeks during which medical attention is
provided is limited. Seventeen States place no limita-
tions upon the amount of money which may be spent for
medical services, although seven of these States nullify
what would otherwise be a most commendable provision,
by limiting the maximum time during which medical
attention shall be given to two weeks, sixty days, ninety
days, and so forth. Conversely, some States provide an
unlimited time for medical attention and-then specify
that the maximum amount so spent shall not exceed $150
or $200. There are many injured men and women who
have suffered greatly because of this limitation. Poor
amputations, lack of attention to broken bones, uncor-
rected ‘internal injuries are some of the results of in-
sufficient funds, which have made adequate expert atten.
tion impossible. In some instances, artificial appliances
should be provided. True, the injured person may be
able to purchase these from his compensation receipts,
but if he happens to be caught with his injury unhealed,
his award exhausted, and no job in sight, the purchase
may be impossible. '

Despite the limitations placed upon the amount of
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medical aid, the total amount spent annually for this
type of service is comparatively large. The National
Council on Compensation Insurance found that, for the
policy years 1918, 1919, and 1920, medical expenditures
in thirty States comprised 20.7 per cent of the compensa-
tion payments, or $48,133,542 out of a total of $232,374.
728.r

Workmen’s Compensation and Rehabilitation should be
Cotrdinated

Another weakness of our compensation laws is their
failure to codrdinate properly with a new activity de-
signed to guide the interests of an injured man after a
compensation commission or board is through with him
-— that of the reéducation, or, as it is usually called, the
rehabilitation of the injured person, This work is still
new, and it is too much to expect that all of the compen-
sation laws should yet have been adjusted to the rehabili-
tation movement. But there is no reason why the present
laws should not be amended so that all efforts to assist
the injured workman may be unified. In a later chapter,
~an attempt will be made to show, first, what has been
accomplished in the retraining of industrial cripples, and
second, what may be done to codrdinate compensation
and rehabilitation activities.

Administration has Serious Defects

Not only do many of our compensation laws fail to
make adequate provision for injured workers, but the
inadequate laws are often inefficiently administered.
Because the laws are constructed as they are, and because
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.administrative boards are everywhere under-manned,
the injured person must often, first, know his rights, and
second, be willing to take the proper steps to secure them.
But, unfortunately, the average injured employee does
not know his rights under the compensation law. He
does not know even the general outlines of the law of his
own State. Nor can his associates assist him. Their half-
knowledge may even be detrimental to his interests if
they happen to tell him something which is not true. But
the main trouble lies in administration. Let us grant that:
the average employer is honest, that he wants to see his
men properly taken care of, and that he is willing to
carry out those provisions which the law requires of him.
A man in his plant is injured. An office employee,
charged with many duties, fills out the report, The report
is mailed, let us say, to the office of a State fund. There it
is opened by a clerk who is receiving, possibly, $115 per
month. The report is filed and temporarily forgotten.
The attending physician, especially if he has few indus-
trial injury cases, or if he happens to be busy at the time,
may delay the forwarding of his report, thus helping to
postpone, in some instances, the day when compensation
payments begin. Then, somewhere along the line of these
underpaid clerks in the State’s offices, some one commits
an error; one of the reports is mislaid, Finally it is lo-
cated, and after a lengthy delay, compensation starts.
Everything runs along smoothly for a time, and then
compensation stops, Something has happened in the
office, or perhaps the injured man has changed his ad-
dress; for no one moves around more than does an in-
jured man, and generally the more seriously he is injured,
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-the more often will he move.”® The receiver of awards
may not know where to write to get his check. Finally,
some one comes to his rescue, and he notifies the office
of a change in address; or the office, in turn, finds its
mistake and resumes payments.

Let us assume that the employer puts into the hands
of the company physician the whole job of handling
compensation cases. The physician, in private practice,
can earn only $5000 per year, but the company pays him
$10,000. An employee, an uninformed foreigner, has his
right foot partially amputated. The company physician
reports the ‘loss of the great toe.’” The award is placed
at $450, and not $2000, the amount it should be. Finally,
it dawns upon some of the man’s friends that something
is not entirely right. The special investigator has not
been around, and will not appear for some time, inasmuch
as he bas many times more cases to investigate than he
can handle properly. In the mean time, the injured man
and his family may be without the necessities of life. One
man who lost both a leg and an arm was without compen-
sation for nearly a year., He lived with his wife and three
children in two dingy upstairs rooms, with only store-
boxes for a table, and chairs and old buslap sacks for a
bed. ' : )

Let us consider the case of a man working for a com-

pany which carried seli-insurance, His left arm was

caught in a great machine. It was literally wrenched
from the socket, the whole shoulder was strained, the
spinal column affected. The company physician — it is
an insult to the many reputable physicians who are doing
meritorious work in the industrial field to apply the term
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.to this man — reported the loss of an arm at the shoulder.

At the end of two months, the physician pronounced the
man ‘cured,’ the temporary total disability payments
were discontinved, and award proper started. Needless
to say, he was not cured, and he never will be cured. The
physician had no good reason for pronouncing him cured.
Being asked how the man would live, the physician ad-
mitted the seriousness of the injured employee's condi~
tion when he said, ‘ If he can’t earn a living, let the d-wie
fool die.’

That the above conditions are also to be found where
private carriers provide insurance for the employer can-
not be doubted. One needs only to consult the Conner
Report of the investigation, conducted for the Governor
of New York State, in relation to the management of the
State Industrial Commission, to learn how some disabled
workers fare at the hands of dishonest persons. In this
report, it was shown how unscrupulous adjusters were
able to force settlements far below the amount provided
by law. Thus, in 114 cases, the awards as made by the
adjusters totaled $13,712. Had they been made properly,
they would have amounted to $52,280, This difference
may be attributed partly to the dishonesty of the insur-
ance adjusters and partly to the failure of State super-
vision.

It has already been suggested that those responsible for
the administration of the laws are underpaid. This is due
largely to the erroneous notion that it is not good business
for the State to pay sums equal to those paid by private
companies. Most of the State’s employees come under
civil service, but civil service has not remedied all the
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evils of State employment, The third, or fourth, or
tenth man down the list, if be happens to be of the
right political complexion, may get the job or the pro-
motion, regardless of the provisions of the civil service.
But while much may be said about the inefficiency of
the routine workers responsible for carrying out the de-
tailed provisions of compensation laws, the greatest
difficulties arise with the holders of the more responsible
positions. The low salaries paid to those who occupy
these positions of authority, the lack of opportunities
for promotion, and the odium of political maneuvering
combine to drive away from the employment of the
State those who are most competent, Some of the per-
sons are connected with State funds, while others are in
the general administrative offices, charged with regulat-
ing the activities of private carriers and self-insurers.
To make clear just how the Government may lose the
services of competent officials, let us take the example
of one Western State. When the compensation system
was first inaugurated, every one was new at the task. By
persistent efforts, certain capable men charged with the
operation of the act at its inception succeeded in training
a number of energetic and intelligent young persons, pre-
sumably with the idea that they would carry on the work
in the future, But the salaries of the younger group were
low and were raised but very little to meet the increased
cost of living during the war period. Soon one left to join
an Eastern insurance company at a salary several times
what he had been receiving; then another left, and still
another, and so on, until only one remained,
. When a State goes into the compensation insurance
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business, it does not change its policy in regard to the
payment of low salaries. One would think that in such
jurisdictions as West Virginia and Ohio, for example,
where the State funds do business amounting to millions
of dollars annually, the employers themselves would over-
ride the State’s lethargy and demand, for those in charge
of the business, salariecs which would guarantee the
proper administration of so enormous a fund. The mem-
bers of the QOhio Industrial Commission, responsible for
the conduct of the largest carrier of workmen’s compen-
sation insurance in the world, receive only a small per
cent of the amounts paid to the officials of private organi-
zations who hold positions that require no more capacity
than that necessary for the efficient execution of the du-
ties of an industrial commissioner. One very important
reason for low salaries and shortage of help in State en-
terprises is the constant political ‘bugaboo’ about lower
taxes and decreased Government expenditures. ‘This
always bas been a favorite subject of the political as-
pirant who has nothing else to say.

Along with low salaries, the method of appointing
officials to office has helped to impair the efficient ad-
ministration”’ of workmen's compensation laws. The
tenure of employment is not stable. The election of a
new administration may mean the loss of position to
those officials of the wrong political affiliations. The
industrial commissioners may not be affected because of
their longer appointments and because the law usually
stipulates that they shall not all be of the same political
party; but the officials directly under them, heads of
departments and the like, stand a chance of being re-
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moved if they are not of the same party as the incoming
Governor. If there is no legitimate excuse for dismissing
them, a fictitious one will soon be concocted. The de-
partment will presently be open to attack and, sooner
or later, a new department head will be in charge, com-
petent or otherwise; but, good or bad, a friend of the
administration, During the time in which this change is
being made, the other employees are in a constant state
of uncertainty and turmoil, and conditions are not the
sort which encourage efficient work, Certainly, an official,
if competent service is.to be expected, must not be sub-
jected to the uncertain destinies of political parties.

An indication of the defective administration of certain
of our compensation laws is to be found in some of the
activities of deposed officials, or those who resign because
of low salaries. Let us take the case of an auditor, a
claims manager, or a disability rating expert. An official
holding one of these positions is forced out of a job by a
change in the political situation. He has campaigned for
the Governor who is about to leave, may indeed have
obtained his job in the beginning by campaigning for
him. Some one else has campaigned for the new Gover-
nor and he must be rewarded for his efforts. An opening
must be created. The deposed officdal promptly opens
up offices and makes it known that be is specializing in
workmen’s compensation cases. Even if he happens to
reside in a State where resort to the courts is generally
not necessary, he can still find plenty to do in looking up
cases, in hurrying the proceedings, and in making himself
so generally helpful that injured persons are willing to
pay good sums for his services. It is not our intention,
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here, to imply that, in helping injured persons to get their
full award, these former State officials are not giving
value received ; but the mere fact that injured employees
have to resort to this assistance, or think they have to
do so, is a pretty good indication that the compensation
system is not working smoothly.

Whatever may be said about the functioning of the
compensation laws in their present state of development,
nothing stands in the way of future progress as much as
the attitude of some of those persons responsible for the
administration of the laws. The Pharisaic satisfaction
with things as they are, because they are so much better
than they formerly were, has had a deadening effect upon.
the improvement of compensation methods. The agita-~
tion for reform, so marked between the years 1910 and
1915, has deliquesced almost to a stage of non-activity.
‘This self-complacency in the things already accomplished
has become so ingrained in the thinking of compensation
officials generally, that future improvements are not only
deemed unnecessary, but well-nigh impossible to attain,
To suggest that the program of compensating injured
persons has yet to undergo many changes is but too true.

Conclusion

In summary, we may briefly note at this point that the
past eighteen years have brought notable changes in the
treatment of the injured man and woman. In many
respects, however, the compensation laws have been
based upon guesses, rather than upon facts. What pro-
visions of the laws are unscientific, and just where
changes are necessary, can be determined only in the
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light of actual experience, The operation of the laws for
almost twenty years has yielded this experience. To the
consideration of the lessons learned during this time, we
shall now turn our attention.



CHAPTER III
FLAT-RATE DISABILITY SCHEDULES

A pisapnary schedule is a table, used by those adminis-
tering workmen's compensation laws, which shows the
amount of compensation to be given for each type of
injury. The amount of compensation, or the award, usu-
ally is not stated in terms of dollars, but in the number of
weeks during which a certain per cent of average weekly
wages shall be paid to the injured person. With the ex-
ception of Wisconsin, California, and New Hampshire,
the States have flat-rate disability schedules.* They are
so called because a flat rate is given for each injury, re-
gardless of the age, occupation, or previous training of
the disabled worker. In Ohio, for example, some of the
awards are;

Tyer 0¥ Awapn ot
INJURY ‘WERKS
Arm#l..“‘lbl..nt!ﬂ‘.‘m
Lo anunnnernnsnarnrans 175
Hand......cocoivenans. 150
Foot.ueewrarnanns Crunae 125
Eye.... - 100
Thumb. 60

If an Ohio worker were to have his arm taken off at the
shoulder, he would receive two thirds of his average
weekly wage for a period of 200 weeks, whether he were
20 years of age or 60 years of age, or whether he were a
laborer or a skilled mechanic. The amount of the award
is qualified by the inclusion, in the law, of the provisions
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that the maximum weekly award shall not exceed 6634
per cent of average weekly wages, or a total of $18.75.
This means that if a skilled mechanic, receiving $45 per
week, were to be injured, his weekly award would not be
$30 (66 24 per cent of $45), but $18.75.

Flat-Rate Disability Schedules are Unsatisfactory

One may search in vain for a rational basis for these
flat-rate schedules. The New Jersey schedule, the first of
its kind in this country, seems to have been based partly
upon a scale of benefits used by personal accident in-
surance companies, and partly upon the awards for
damages in personal injury suits. Some of the other early
schedules may have been based upon medical ratings, but
the schedules so resemble each other that one is forced to
believe that one State simply copied another. What dif-
ferences are to be found are probably due to legislative
compromise.

The outstanding advantage claimed for a predeter.
mined disability schedule is that it makes unnecessary a
court trial or a ‘higgling’ to determine the amount of
the award, except where other disputable points are in-
volved. It does not follow from this, however, that the
schedule itself should be based upon court decisions and
compromise agreements., To the extent that it is so
based, the compensation system is defective.

To.many persons, these flat-rate schedules are entirely
satisfactory. As one official, administering compensation,
put it: ‘We get along all right with them, so why tinker
with them?’ If this line of reasoning were to be generally
applied, there would be little progress. The question is
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not whether we have a condition better than that which
‘existed before, although that is desirable, but whether we
have the best possible system for administering compen-
sation, Fortunately, there are some people who have
never lost an opportunity to point out the defects in
workmen's compensation laws. Thus, the late Dr. Carl
Hookstadt of the United States Bureau of Labor Statis-
tics said: * ' Compensation laws in the United States have
been enacted in too much of a hit-and-miss fashion, The
benefits provided are based upon no recognizable prin-
ciple and in most cases bear little relationship either to’
the needs of the injured workers and their dependents or
to the loss of earning power resulting from the injury.
This is especially true with respect to the compensation
for permanent partial disabilities. Practically all of the
American State laws provide a flat schedule of benefits
and do not take into consideration either the age or occu~
pation of the injured worker, Cahfomxa is the single
exception.’

Dr. E. H. Downey, late compensation actuary of the
insurance departinent of Pennsylvania, in speaking of
the disability schedules, said: 3 ‘All existing schedules are
founded primarily upon medical ratings of physical
disabilities modified by legislative compromise between
opposing interests.’

Over eight years ago, in introducing the subject of
disability rating at the eighth annual meeting of the
International Association of Industrial Accident Boards
and Commissions, Mr, F, W. Wilcox, of the Wisconsin
Industrial Commission, said:4 ‘The rating of permanent
partial disabilities is a matter to which every State must



40 I XL SARE 1O WUKKY

give attention. One cannot administer compensation
without realizing the fact that these definite flat-rate
schedules that allow a certain number of weeks for this
particular injury and apply alike, in all occupations, must
have some modifications. If we are giving benefits to tide
people over every kind of injury they have sustained, we
must level them up in some manner according to their
occupation, the thing that they have learned to do, their
age, and their working prospects.’

The question of rating permanent partial disabilities
has been discussed at practically every meeting of the
International Association of Industrial Accident Boards
and Commissions, the professional organization of those
administering workmen's compensation laws, In 1921,
the Association authorized its Committee on Statistics
and Compensation Cost to formulate a standard dis-
ability schedule. The Committee began the work, but
quickly found that reliable data were not available,
That the several States did not have the data needed by
the Committee was due, primarily, to the prevailing
belief that the schedules then in force were satisfactory,
‘and that, therefore, there was no need to collect informa-.
tion which might be used in the construction of new
schedules. ‘

The lack of funds undoubtedly prevented some in-
dustrial commissions from doing what they would have
liked to do in the way of research. For various reasons,
the States failed to codperate in a uniform plan of record-
keeping and to work cotperatively at a task which could
be done much better by united action than by a single
State, Whatever the reasons, there was, and still is, a
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dearth of data dealing with the causes, extent, and effects
of industrial injuries,

Data Showing Experiences of Injured Persons are
Needed

The greatest need at the present time is data showing
the actual experiences of injured persons as they are
revealed in their everyday lives. It is one thing to ask a
superintendent of an industrial concern, a trade union
committee, or a welfare worker, honest as their opinions
may be, what is the actual effect of any particular injury
upon the future life of the injured person. It is quite a
different matter to go to the injured worker himself, visit
his home, and see, at first-hand, exactly what takes place
— the difficulties he has to encounter, the reduced stand-
ard of living which in many cases he must accept, the
loss of earning power, the disappointment resulting from
unrealized ambitions, the loss of his skilled trade, and
many other circumstances, the importance of which only
those who have been injured can know,

A Case Study was Made

In order to learn what was actually happening, a study
was made of a thousand industrial injury cases adjudi~
cated under the Ohio workmen's compensation law. The
major emphasis was given to such serious injuries as the
loss of a leg or an arm. Such injuries are permanent, but
usually do not result in total incapacity. Ohio was chosen
becauseof itsaccessibility to the investigation and because
of the representative nature of its industries. The pro-
blem is one which affects, not only Ohio, but every State.
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Some States, it is true, would have a somewhat different
class of workmen with which to deal. Washington, for
example, would need to give considerable emphasis tp
lumbering, Nevada to mining, and so on; but the eco-
nomic problem is essentially the same.

Preliminary to the study, it was necessary to obtain
from the Ohio Industrial Commission a list of injury
cases, These records of the Commission yielded the
name, the address, and the age of the injured employee,
the occupation at the time of injury, the wage, the amount
of the award, and various other things,

The next step was to locate the injured person and,
through a personal interview, ascertain his occupation, if
any, after the injury, the wage, the amount of work lost
as a result of the injury,s the difficulties of employment,
the effect of the injury upon the family’s standard of
living, and various other facts. Employers, physicians,
and other persons qualified to answer were also con-
sulted, in an effort to make the information as complete
as possible. Thus a comparison could be made of the
injured person's status before and after injury.

Any comparison must be based upon some sort of
injury classification. Accordingly, the injuries are di-
vided into six groups. Minor injuries are those affecting
one finger only. Finger injuries involve two or more
fingers. Eye injuries refer to the loss of sight in either
eye and, in a few instances, to the partial loss of sight.
Foot or leg injuries are grouped together, as are hand or
arm injuries.
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Effect of Different Injuries upon Skill was Investigated

The first question raised was as to the relative effects
of these injuries upon the skill of the worker. Forty per
cent of all the workers who beld skilled positions before
injury were obliged to pursue unskilled jobs after injury.
Minor injuries had practically no. effect upon skill. One
third of the eye injuries forced the recipients to pursue an
unskilled job. Slightly less than one half of the finger
injuries, and slightly more than one half of the hand or
arm Injuries, caused a loss of skill. Over 60 per cent of
those receiving foot or leg injuries were obliged to shift
from a skilled to an unskilled occupation.

A similar way of determining the relative seriousness of
the several types of injuries is to note how many of the
victims of the various kinds of accidents are able to re-
turn to their old jobs and to their former employers.
Practically all of those persons covered in this study who
received minor injuries returned to their old jobs. Nearly
three fourths of those sustaining the loss of a thumb
were able to resume their old occupations. A little over
one half of the victims of finger injuries returned to the
same type of work, although 72 per cent of them returned
to the same employer, some of this latter group being
obliged to pursue new tasks suitable to their disabled con-
dition. Sixty per cent of those disabled by eye injuries
returned to the same kind of job, but 71 per cent returned
to the same employer. Only one out of 10 persons who
lost a hand or an arm was able to resume his old job,
although employers took back sbout a third of them,
Only one out of every 20 persons who lost a foot or leg
was able to perform the same work. Employers took back
nearly one fourth of this group.
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Still another way of arriving at the relative seriousness
of the different kinds of injuries is to ascertain the number
of weeks of work missed during the healing period. ‘The
average for minor injuries was 7 weeks; for thumb, 8
weeks; eye, 15 weeks; fingers, 19 weeks; hand, 32 weeks;
arm, 43 weeks; foot, 45 weeks; leg, 64 weeks,

Effect of Different Injuries upon Earning Capacity was
Studied

- Of all the factors considered in this study, that of loss
of earning capacity is of most importance, If a crippled
man is forced to take a less skilled job than he formerly
had, that fact will almost certainly be reflected in his
wages. If his disability seriously handicaps him in carry-
ing on his old work, the degree of such hindrance will also
be reflected in his post-injury wages. It is the amount*
of the pay check which, of course, determines his future
standard of living— his home, the things he and his fam-
ily eat and wear, the number and kinds of pleasures, the
opportunities for advancement; in fact, everything re-
quiring purchasing power will be limited by the amount
of wages received by the injured breadwinner.

It may be advisable to consider some of the condition-
ing factors involved in determining loss of earning capac-
ity. Average weekly wages are used as the standard.
The problem thus becomes one of comparing pre-injury
wages with post-injury wages. To illustrate: a carpenter,
receiving an average weekly wage of $40, loses his left
hand. Because of the nature of his occupation, it will
probably be impossible for him to continue at his old
trade after having suffered such an injury. However,
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there are other things which he can do. Suppose he be-
comes a janitor at $20 per week. His loss in earning power
has been 50 per cent. But this §0 per cent represents
actual loss only in case there has been no appreciable
change in general wage-rates, and particularly in the rate
of wages being received by carpenters” But if wage-
rates have so changed that carpenters are now receiving
$50 per week, then the actual loss in earning power has
been, not 50, but 60 per cent.? This method of computing
loss of earning capacity was used throughout the study.

In Table 2 are given the data in 820 injury cases.

TaBLE 2. AVERAGE Los5 oF EARNING POWER ARD WEERS' AWARD

FOR SELECTED INJURIES
A Loss
Tyrs of InyoRY N“é‘:;‘;“’ % &1&' mﬁg‘&
() (x) @) (2
AT o everenensnannns 127 46.6 200
Leg, . ooinneeranennnes &y 54.9 175
Hand ...cvvvvvvnennnn 180 36.2 150
Fott.veiiraravann e 104 40.1 . 125
Eye. . ivinuen. veanans o8 17.4 100
Fingers...... wrereennsy 127 20.6 48
Thumb.o.osenrnnnonas 53 4.3 6o
Minor. .oossunvensesss 44 2.6 27
Al types. ...cuu.. B20 ar.6 127.7

Column 3 shows the average loss of earning capacity for
each of the eight types of injuries. Column 4 gives the
number of weeks’ award. Minor injuries cause practically .
no loss of earning capacity. Finger injuries result in about
a 20 per cent loss. Hand injuries are less serious than
are arm injuries; foot injuries cause less loss in earning
power than do arm injuries; arm injuries cause less loss
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than do leg injuries. Putting this in terms of weekly
wages, it means that, if the average ® worker in the group
earning $40 per week were to sustain the Joss of a hand,
he would lose in future wages $14.48 per week; if he lost
an arm, $18.64 per week: a foot, $16.04 per week; and
if he lost a leg, his future wage reduction would be $21.96.

Compensation Benefits are Based upon Guesses, not
Facts ' .

Even a cursory glance at Table 2 will show that the
amount of the award is not proportionate to the loss of
earning power. This is the same as saying that the flat-
rate schedules are out of harmony with the facts of
industrial life, and recalls the statement of Dr. Hook-
stadt that ‘the benefits are based upon no recognizable
principle.” ‘

In order to bring out clearly the inconsistencies in the
flat-rate schedule, the awards given for different injuries
will be correlated on the basis of loss in earning power
caused by the injuries. That is, each injury will be rated
in terms of all other injuries. The procedure is as follows:

Table 3, Column 2, shows that the average loss of

TaBLE 3. Awarp CoMpUTED ON Basis o OreRR INJURIES

! Awanrn Coouren oy CoMPaRING Loss
Avepace Loss
ooyt i o I e
oF Avaxd norme coer | WERRS Hand Arm Foot
(1) ) @ [ s )] I(g
Hand........ 36.2 150 | 250 | 155.3 | 128 | us.3
Armi, vvvnenns 46.6 200 193.0 | 200 145.2 | 148.%
Foot,....... J g0 12 | x66.t | xyz.x | 125 r27.8
Leg........., 549 175 237.4 | 235.6 | ryx.x | I7S
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earning power suffered by persons who lose a hand is 36.2
per cent, and that the loss of earning power for those
Josing an arm is 46.6 per cent. The average number of
weeks' award given for arm injuries is 200 (Column 3).
In order to calculate the award for hand injuries on the
basis of arm injuries, using loss of earning power as the
determining factor, it is only necessary to resort to a
simple proportion equation, with x representing the
award to be found. The equation, on the data presented
above, then is: 36.2:46.6::x:200. Solving, # is found to
be 155.3 (Column 5), and represents the number of weeks’
award which would have been given to the person who
lost a hand, had the hand injury been awarded as much
for the loss of earning power it caused as the amount of
award given for an arm injury on the basis of the loss of
earning power caused by the arm injury.

Following the above method of computation, it will
readily be seen that foot and leg injuries are underrated in
terms of hand and arm injuries, Or, it might also be said
that the hand and arm injuries are relatively overrated in
terms of the foot and leg injuries. Thus, 150 weeks repre-
sent the period during which the award shall be paid to
the person who loses a hand. But if the award for hand
injuries was based upon the amount given for foot in.
juries, the amount would be only 112.8 weeks (Column
6), and not 150 weeks. If the hand award were based
upon leg injuries, the award would be only 115.3 weeks
(Column 7).

Foot injuries, which receive an award of 125 weeks, if
based upon hand injuries, would carry an award of 166.1
weeks; if based upon arm injuries, 172.1 weeks; if based
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upon leg mjuries, 127.8 weeks. This means that foot
mjuries as compared with hand and arm injuries are
grossly wndesrated, and that foot njuries as compared
with leg injuries are but slightly undexrated. The award
given to the person who loses a lkeg omntinnes for 175
weeks, But if this award were based upon the amount
given for the loss of a hand, on the basis of loss of earning
power, it would be 2274 weeks. And if the leg award had
been based upon the award given for the loss of an arm,
it would be, not 175 weeks, bat 235.6 weeks, or an in-
crease of over 34 per cent! In other wonds, our compensa-
taon systema are based upon gnesses, not facts.

The Dextesity Factor should be Taken into Account

Of lesser tmportance than the one jost considered is
the question as to whether, for right-handed people, an
injury to a right, or dexterous, member will canse a
greater loss of earning power than will an injury to a keft,
o non-dexterous, member. That is, if a carpenter who
regularly vses his sight hand to drive nails, saw boards,
and so forth, should lose the use of that band, would he
sufier an equal, a lesser, or 2 greater loss of earning capac-
ity than i he had lost kis left hand? The foregoing injury
cases throw some hght upoa this question.

In arm, hand, and finger injories, the dexterity factor
seems to mfluence the loss of earning capacity. On the
average, the Joss of a right hand or arm, or part thereof,
eutails a loss of earning power greater by more than 6 per
cent (abeoltute) than does the loss of a left member. Foot
and leg mjuries show such a negligible difference as to
Jead to the conclusion that one foot or keg is no more
dexterous thaa the other.
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‘Workmen’s Compensation Laws should be Revised

While only a few types of injuries have been considered
in the Ohio investigation, inconsistencies similar to those
just noted probably run throughout the schedule. Theyare
to be found in practically every schedule, and in varying
degree. They are to be found in some of the latest laws,
as well as in the first. They are to be found where private
insurance companies operate; where a State fund handles
a part or all of the business; where employers are per-
mitted to carry self-insurance. In short, the flat-rate
schedule by its very nature is destined to present an
illogical array of benefits, )

The egalitarian principle of compensating injuries does
not square with the facts of industrial life. Not all injured
persons are of the same age, nor do they pursue similar
occupations. Their powers of adaptability vary. Thou-
sands of injured persons are being improperty compen-
sated, Whether the man who loses a leg gets $2000 or
$3000 may not mean very much to the person who has
never been injured, but to the person losing that leg, it
means a great deal. Both faimess and logic demand a re-
vision of the flat-rate schedules.

" Those who are interested in this phase of social insur-
ance may feel like inquiring: How did these schednles ever
get into our compensation laws? Why was not some stody
made to ascertain the relative loss of earning power
for these various injuries before the rates were fixed?
This is the answer: There were practically no data to nse
as a basia. The spirit of the times is well expressed in the
words of one identified with the operation of an early
compensation law: ‘We were not imterested so mach is



50 IS IT SAFE TO WORK?

getting exact awards, as we were in getting something
started. Any award which will work and not be contested
seems to be satisfactory.” When one recalls the deplor-
able condition that existed before workmen's compensa-
tion laws went into effect, he feels like agreeing that the
principal thing needed just then was to get something
started, But things have been started now for a number
of years; long enough for scientific studies of the early
laws to have been made, and their weaknesses to have
been discovered. Surely the time has come when sufficient
knowledge has been acquired to make possible a scientific
revision of our compensation laws.

Conclusion

The data just submitted for the purpose of determining
the correctness of the flat-rate schedules are not beyond
reproach. It is frankly admitted that errors may have
crept into the calculations, It is probable that these
errors arve neither very numerous, nor of such character
as to change materially the final figures. But, to repeat,
no claim is being made for accuracy to the final dollar.

In the following chapter will be described a compensa-
tion system which is not premised upon a flat-rate sched-
ule, but rather upon a scale of benefits based upon such
variable factors as age, wage, and type of occupation,
which, along with the nature of the injury, condition the
real loss in earning power.



CHAPTER 1V
CALIFORNIA DISABILITY SCHEDULE

TaE literature of industrial accident compensation in the
years immediately following the passage of the first laws
gave very little attention to injury benefits. This is not
surprising when one remembers that the whole idea of
compensation was new. The important thing was to get
the program under way, and that required a great deal of
careful attention. Some things had to wait, not only for
more time, but for more experience, Inshort, refinements
had to be postponed until another day.

Gradually, however, there began to creep into the
annual meetings of the International Association of Acci-
dent Boards and Commissions discussions concerning
the proper methods of computing compensation benefits.
These discussions generally centered about the plan of
paying benefits that had been adopted ~— and is still in
use, although with some modifications — in the State of -
California.

The California Disability Schedule wag Originated by
Chance

The disability schedule, the pivotal point of the Cali-
fornia system, had its origin in a casual argument over
the relative hardships which the loss of a thumb would
bring to a printer and to a day laborer. The argument led
to an investigation which provided data for constructing
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the schedule. Among other things, the data showed that
the economic loss resulting from any particular injury
would depend upon the age of the injured person, as well
as upon his occupation, and that the size of the wage was
likewise a factor.

The California System is Premised upon Loss of Earning
Capacity

The California system departs from the idea of a flat
financial remuneration. It is premised upon the assump-
tion that the loss of earning capacity in any particular
instance can be measured, and that the relative amount
of the award in each case should be & sum which bears a
definite relation to the loss of earning capacity. Thus, if
Worker A sustains a loss of earning capacity of 50 per
cent, and Worker B a loss of 25 per cent, the award going
to Worker A, as compared to the award going to Worker

B, is approximately in the ratio of 50 to 25. -

o In analyzing the elements which enter into the problem
of constructing a disability schedule, it seemed fairly clear
to the California officials that persons suffering identical
injuries need not be given equal compensation, and that
the first thing to do was to determine what should con-
stitute a reasonable requirement for a disability rating
gystem, This requirement was defined as the amount of
compensation necessary to enable an injured workman to
adjust himself to his new condition. This idea later took
the form of what is now called the ‘rehabilitation theory’
and assumed, what is obviously true, that an injured
workman can or cannot regain his previous earning
capacity. If he cannot, he must be pensioned for life, If
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he can, he must be given financial assistance during the
time required for rehabilitation.

The California system assumes that the average person
will require about four and one half years in which to
rehabilitate himself from a 60 per cent disablement. As
an aid to him during this period, the law gives him what
he would have earned in three years, had he remained in
employment at the wages he was receiving at the time of
injury. The payments are made to him at the rate of 63
per cent of the weekly earnings. If an injury results in a
disability of 70 per cent, or over, it is assurned that the
injured person cannot rehabilitate himself completely.
Therefore a pension varying with the severity of the
disability is necessary.

A Standard was Established

The first step in establishing the California plan was
the postulation of a ‘standard man.’ Because the aver-
age age of workmen in California was 39 years, the 'stand-
ard man’ was assumed to be a man 39 years old. His oc-
cupation was that of an ordinary unskilled workman —
a sewer digger, for example, because a sewer digger is re- -
quired to use all parts of his body, but no part has to re-
ceive any special training to perform the work. The next
step was to decide the degree of disability attending this
standard man if he sustained the loss of his major arm at
the shoulder joint. This was assumed to be 60 per cent.*
Since the Compensation Law of California required that
an award equal to 65 per cent of wages for four weeks be
paid for each 1 per cent of disability, the award for the
standard man who lost his right arm at the shoulder joint
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became 65 per cent of pre-injury wages for a period of 240
(60 X 4) weeks. Thus, four variables enter into the
determination of the award: age, occupation, injury, and
wage,

Injuries were Given Disability Ratings

Once having postulated a standard man, it became
necessary to consider not only the loss of an arm at the
shoulder but every conceivable type of injury. Various
methods were employed for this purpose. Some thirty
leading physicians were asked for an opinion as to what
could be the economic loss sustained by the standard
man in each of some 300 different injuries. Next, the
laws of the several States and of foreign countries were
studied, to determine the respective awards given for
each type of injury. This was not a difficult task. All
that was necessary was to consult the flat-rate schedules
and note the number of weeks’ award given for the
particular injury. The flat-rate schedules simply gave
one award, irrespective of age or occupation. By noting
how many weeks’ award any particular State or country
gave for injuries involving total disability, and then com-
paring that with the award given for some specific injury,
it was easy to determine the percentage of total disability
attributable to such injury.

Still other means were employed to determine the
relative seriousness of injuries. A mumber of specialized
treatises were consulted to get the opinion of authorities.”
Use was also made of the disability ratings employed by
private insurance companies and by the United States
Pension Bureau.
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By way of illustrating the method by which the per-
centage of disability caused by any particular injury was
determined, let us assume that the standard man lost a
leg at or above the knee. The California officials arrived
at a disability rating by the following process:

(1) Average percentage of disability recognized by the laws of

foreign countries forthe loss of a leg .. .o oovivniiudenvnns 67.3
{2) Average percentage of disability recognized by American

State laws for the loss of aleg. . oo i civveniinarinennans 50.6
{3) Percentage of disability allowed for leg iujunes in Upited

States pensions ... .v.verirareinrerinnin it araasanany 71.0
(4) Average estimate of phyamna whiose advice was consulted

in this connection . terresseasnns 50.0
{5) Average estimate of pnvate insurance compames ......... 46.7
(6) Average suggested by California offidals . .. ....00vene.. . 50.0

(7) Final decision -~ The loss of a leg at or above the knee by a
comumon laborer, 39 vears of age, shall be rated as a 50 per
cent disability.

The same procedure was followed with all the other types

of injuries.
An Occupational Study was Made

So much for the standard man and his injuries. But
there still remained to be considered a long list of occupa-
tions other than common labor. Here was an immense
task, and its solution was begun by making a comprehen-
sive study of some 1300 types of occupations being pur-
sued in Californiaindustries. It was necessarytostudynot
only 1300 occupations, but also the effects of some 300
different kinds of injuries, upon a man’s ability to pursue
any one of these occupations. T'o malke the study, a group
of young college men was given special instruction and
assigned to the task of gathering the needed information.
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These investigators held conferences with employers,
superintendents, labor leaders, and other qualified per~
sons. Each mvest:gator took a certain industry group,
such as fruit canning, and studied the different occupa-
tions from the point of view of the specialized use of cer-
tain parts of the body, placing in one class those tasks
with the same functional requirements. This was es-
pecially important. It is not the name of the occupation
which is the determining factor in deciding whether a
one-armed man can do a certain piece of work, but rather
the bodily functions required. It was found that occupa-
tions could be grouped in claases based upon the similar-
ity of required functions. Eventually, the 1300 occupa-
tions listed for study in the beginning were reduced to 52
classes. Thus in Class 4, for example, are the following
occupations, all found to require similar movements of
the person performing the work:

¥. Metal-Working Annealers

2. Burlap Bag Cutting Machine Operators

3. Burlap Bag Bailing Press Operators

4. Beamers in Cotton Mills

5. Beef Washers in Packing Industry

6. Bobbin Frame Tenders in Hemp Factories

7. Buzz Planers in Planing Mills

8. Canning Machine Operators (Tamales)

9. Candy Maker's Helpers

10, "Compound Mixers in Rubber Plants

11. Cube Press Boys in Sugar Refinery
12. Grinders in Porcelain Factory

To allow for the occupational variations for the same
injury in the schedule, there were constructed 17 rating
tables. This permitted 17 possible variations of the oc-
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cupational requirement; but experience has shown that
actually there is no injury group with more than 13 varia-
tions, and some have only 3 occupational variations.

Disability Ratings were Determined for Different Ages -

Adaptability to a changed condition is dependent, in
part, upon age. Because of this fact, it became necessary
to determine disability ratings for different ages. It was
assumed that a boy of 15 years would have complete
adaptability, and that a man of 75 years would have
none. It was further assumed that a 10 per cent disability
at age 15 would correspond to a disability of 17.5 per cent
at age 75. By linear interpolation, the intermediate
values for intermediate ages were determined. Thus, a
common laborer who lost a major arm at the shoulder
would be given the following disability ratings at the
designated ages:

PERCENTAGE . PERCENTAGR
Acx ar ToTAL Acs o TOoTAL
) Disannyry Drsannare
19 54.3 49 62.2
25 56.1 5 65.1
29 57.2 69 67.3
39 60.0 75 69.1

It will be seen that the schedule proceeds upon the as-
sumption that disability increases with age. As already
stated, the California law prescribes four weeks' award
for each per cent of disability, thus giving the older man
a higher award than the younger man, on the grounds
that his degree of adaptability is less than that of a
younger man. '

Finally, considerable attention was given by the Cali-
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fornia officials to what has been termed ‘the ability to
compete in an open labor market.” A workman who loses
a finger, or suffers a disfigurement which distorts the
face, may suffer no immediate loss in earning capacity
because of his injury; but that he may lose something in.
future competitive ability cannot be denied. If all work-
ers were similarly handicapped, none might suffer the loss
of such earning power; but because the employer, es-
pecially in dull times, has the choice of a number of pro-
spective employees, he usually selects those physically
most fit. Or, if the lack of orders or any other contingency
necessitates dismissing part of the force, the individual
with the physical defect, unless he is an unusually good
worker, will quite likely be one of the first to be re-
leased.

The complete disability schedule, when completed, was
printed and included in a book of some 75 pages, and was
intended to be distributed to employers and insurance
carriers s0 that they might independently arrive at the
amount of compensation. But difficulties immediately
arose. Some persons found the schedule difficult to
understand. The seriousness of injuries was many times

" underestimated. Difficulties arose in adjusting claims,
Finally, the actual work of administering the disability
rating schedule was taken over entirely by the State
Industrial Commission.

At the present time all rating is being done in a special
rating department in charge of a rating expert and a
medical examiner. The ratings are based upon the injured
workman's application and the doctor's reports. This
arrangement is of special advantage, because the rating
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expert can test the ratings against actual experience and
can suggest changes in the schedule where they seem wise,

As far as the amount of the award is concerned, most
workmen fare no better in California than they do in
‘other States. In fact, some of the Eastern industrial
States actually pay larger benefits. This is because the
scale of awards permitted by law in some of these Eastern
States is greater than in California. But, under the dis-
ability schedule just described, the different types of
injuries are probably more equitably rated than is pos-
sible with the flat-rate schedule, One stroke of the legis-
lative pen in California could increase the size of the
awards. Instead of allowing only four weeks’ award for
each 1 per cent of disability, the award might continue
for eight weeks,

Conclusion

In conclusion, it may be said that the California plan
of compensating injured workmen is diametrically op-
posed to the idea embodied in the flat-rate schedules.
Whereas the latter takes the form of predetermined
awards for damages, the former anticipates the return of
the injured person to productive employment and at-
tempts to pay benefits based upon loss of earning capac-
ity. To accomplish this objective, the California dis-
ability schedule increases the size of the award as the age
of the injured worker increases,-and decreases it in in-
verse ratio to the degree of adaptability possessed by the
worker, as indicated by his pre-injury occupation.
Whether this method results in compensation commen-
surate with loss of earning capacity can be tested only
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in the light of actual experience, This will be done in
Chapter IX. In the intervening chapters other proposala
will be examined in connection with a further study of
the factors which condition loss of earning capacity.



CHAPTER V

BRITISH COLUMBIA WORKMEN'S
COMPENSATION SYSTEM;

No survey of workmen’s compensation would be com-
plete without an analysis of the methods employed in
some of the Canadian Provinces, though it may be a
rather unwelcome thought, to some persons, that our
neighbors to the north are in a position to teach us some-
thing about injury compensation. Some of the Canadian
officials, realizing that there are many factors involved in
determining injury awards, have incorporated these fac-
tors in their compensation laws. ‘These are worth noting,

Moreover, though an injured workman in Canada may
not receive a larger award than he would receive had the
injury been sustained in an American State — the award
may, in fact, actually be less— he gains through the
fact that the benefits are paid at the right time and in such
a way as to be most conducive to his retraining. This
will be made clear by a brief analysis of the British Co-
lumbia system.

British Columbia Law Functions under Favorable Cir-
cumstances
One cannot get a good understanding of the PBritish
Columbia system without knowing the particular condi-
tions surrounding the administration of the law, In
British Columnbia, a smaller number of cases is handled
daily than in the average American industrial State,
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Added to this, is the advantage that the working force
responsible for the operation of the system, though per-
haps not sufficiently large to satisfy every one, is more
nearly adequate than the personnel handling the laws of
the States. Appointments are for longer periods, salaries
are somewhat better, political influence is probably less
menacing. The result is that capable officials not only
have been secured, but have been retained for long peri-
ods, thus assuring experienced administration.

Large powers are vested in the safety department,
which is part and parcel of the compensation system.,
The rehabilitation of injured persons is handled largely
by the same authorities that administer compensation. -
In short, more personal attention is given to the victims
of industrial accidents than is usually given in this coun-
try. The injured man does not receive benefits and then
suddenly become neglected, but he is assisted in various
ways toward regaining his economic status.

The Qccupational Factor is not Considered

An interesting and important fact is that, on the basis
of similar data, California reached one conclusion as to
the amount of the award for particular injuries, while
British Columbia, in part at least, reached an opposite
one. It will be recalled that the California law placed con-
giderable emphasis upon the occupational factor, on the
assumption that certain kinds of injuries received by
persons in various kinds of occupations would affect in
different degrees the capacity of these persons to earn a
livelihood. In British Columbia the occupational factor
as such is not considered, but rather the amount of wages
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received at the time of injury is used as an index of one’s
powers of adaptability after injury. It is assumed that
a person receiving a large wage has more mentality, ex-
perience, training, and so forth, than has a person who is
receiving a small wage.

The Wage Factor is Impbrtant

The Secretary of the British Columbia Board con-
cisely explains the underlying philosophy of the system of
his Province by saying that: * *The degree of impairment
fof earnings] will remain constant if the power of adapt-
ability is lacking, but that degree will decrease as the
.power of adaptation increases. The power of adaptation
is probably greatest with the most intelligent and high-
priced workman, and with the young, and that power is
probably least with the least intelligent and lowest-priced -
workman, and with the old.

The decrease in the degree of impairment of earnings
as the degree of adaptability increases, and as indicated
by the increase in the scale of earnings, is recognized in
the British Columbia disability schedule by rating the
low-priced and presumably less intelligent workman .
somewhat higher than the high-priced and presumably
more intelligent workman. This does not mean that the
low-priced worker will actually receive more compensa-
tion than the high-priced worker. In fact, he usually will
receive less, because the award is based upon the amount
of the wage, as well as upon the degree of impairment of
earnings, To give due recognition to the wages received
by an injured person in determining his degree of impair-
ment, the disability schedule, referred to as the *Scale of
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Impairment,’ uses as a base a wage span of from $27 to
$30. For example, if a workman 36 years of age sustained
the loss of a leg below the knee, and if his weekly wages
were somewhere between $27 and $30, his percentage of
impairment of earning capacity would be 30.* The per-
centages of impairment of earning capacity for some of
the other wages are: ' .

WrexLY Wacs PERCRNTAGEY OO
T ATEMENT

%o to $18 3

19to 22 1.8

23 to 26 0.9

%7t 30 29.75

35t0 38 28.50

‘Thus, if a workman earning $24 per week sustains the loss
of a leg below the knee,? he is given an impairment rating
of 30.9 per cent, Since his monthly earnings amount to
$104 (a month is considered as having 434 weeks), 30.9
per cent of this amount is $32.14. That is, his injury (on
the assumption of a 30.9 per cent loss in earnings) re-
duces his monthly earning capacity by this amount. The
British Columbia law does not pay awards equal to the
total loss of earning capacity, but specifies a monthly
pension equal to 62.5 per cent of the impairment. Thus,
the monthly pension in this instance is $20.09 (62.5 per
cent of $32.14). This pension continues during the life
of the disabled worker.

Age is a Factor in Determining Degree of Disability
Both laws recognize age as one of the determinants

of disability, expressed in loss of earning capacity. But,

while California very minutely graduates the degree of
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disability according to the age of the recipient, British
Columbia uses the age factor directly to determine the
amount of the monthly pension. Since, under the British
Columbia system, the award in many cases continues for
life, it is necessary to use both age and life expectancy in
determining the pension.

In applying the age factor, 40 is taken as the basic age.
Claimants over 40 are credited on account of lack of
adaptability, and claimants under 40 are penalized be-
- cause of their greater adaptability. A worker 40 years of
age is assumed to have a life expectancy of 28.18 years
(according to the American Experience Table of Mortal-
ity). It is assumed that if the age were younger, the ex-
pectancy would be more; but as the adaptability would
be greater, the impairment of earnings would in a measure
be equalized. If the age were greater, the adaptability
would be less; but the life expectancy would also be less
and the impairment of earnings would again tend to be
equalized. The award is computed by determining the
present value of $1 per month at age 40, multiplying by
the sum of the monthly pension, and dividing the result
by the present value of $1 per month at the claimant’s -
true age. These present values of $1 per month for the
various ages are codified in a table and can easily be
consulted. The present value of $1 per month at age 40 is
$166.16. This sum multiplied by the monthly pension
($20.09) gives a total award of $3338.15.4 But this is for
age 40. To find the monthly pension at age 36, the true
age of our hypothetical claimant, it is necessary to divide
$3338.15 by $174.01 {(present value of monthly pension of
$1 for a person 36 years of age). The result is $19.18.
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TABLE 4. PRESENT VALUE OF ONE DoLLAR ({INCOME) PER MONTH

AT SELECTED AGES *

ACE Txam oF Lx(rysuBn?mm AMOUNT
15 45.50 $205.02
a0 42.20 198.03
a8 48.81 192,26
ao 35-33 184.55
as 31.78 175.8%
40 a28.18 166,16
45 24.54 154.90
50 20.91 N T42.03
55 17.40 ’ 127.20
6o 14.10 11¥ .90
65 X210 96.33
70 8.48 80.79

* Computed on & 5 per cent. componnd ntevest besls.

Concretely, this means that if a workman 36 years of age,
earning $24 per week, loses a leg below the knee, he is
entitled to receive under the British Columbia plan a
pension of $19.18 per month for the remainder of his
life. In this particular case the pension probably would
be $19 per month, the additional 18 cents per month
being commuted to a cash payment of $31.96.
When the pension amounts to less than $12 per month,
a few hundred dollars are usually paid in cash, and the
balance given at the rate of $25 per month until the total
amount is paid. This avoids bookkeeping. In order to
make a settlement of this kind, it is necessary to know the
present value of $25 per month for any given number of
months.s At any time a cash payment can be made and
- the new pension readjusted. This procedure is especially
valuable in connection with vocational rehabilitation.
If there is an opportunity to establish an injured man in
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business or to give him special training, the funds can be
made available, Or, if special emergencies arise, this
arrangement is convenient. To get a cash payment,
thereby decreasing the amount of the pension, the claim-
ant must show good cause why such a policy should be
pursued. This gives the compensation board an excellent
opportunity to investigate the proposition, with the re-
sult that those lump sums which are granted are usually
wisely spent.

Conclusion

A comparative study of the underlying principles of the
California and British Columbia systems reveals almost
every important controversial issue involved in the prob-
lem of rating injury cases for compensation purposes.
Both plans are premised upon the idea that persons suf-
fering identical injuries do not require the same amount
of compensation, because their financial losses are not the
same. Both plans recognize age as a factor to be con-
sidered in determining the amount of the award, al-
though, as already explained, the use made of this factor
is different, But here the similarity ceases. The plansare
totally different in regard to the significance they place on
the occupational factor.

California says in substance: Consider an injured
worker's occupation at the time of injury. Its nature
indicates the probable powers of adaptability of the in-
jured worker with the resulting loss of eamnings which he
is likely to sustain., o .

British Columbia says: Occupation as a determinant
of adaptability is impossible of measurement, Look at
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the worker’s wage at the time of injury. If the wage is
relatively high, that fact is an indication that the recipi-
ent’s powers of adaptability are above the average and his
need for compensation correspondingly less,

Which of the above ideas is sound? It is a question of
the proper method of measuring adaptability after a per-
son has been injured. In Chapter IX additional data
secured in the Qhio investigation will be analyzed in an
attempt to discover which is the more scientific position
to take on this most important aspect of compensation.



CHAPTER VI

UNITED STATES FEDERAL COMPENSATION .
SYSTEMS

THE United States Government has established several
injury compensation systems, As each plan deals with a
different group of persons, no two are alike, Because of
its opportunity to benefit by the experiences of the States,
and because of its better facilities for research, it was ex-
pected that the Federal Government would develop im-
proved methods for dealing with injured persons.
Whether this is so can be decided only by an analysis of
some of these compensation acts.

United States Federal Compensation Act

The Federal Compensation Act was passed September
7, 1916, but it did not begin to function until about one
year later. The theory underlying the law was that an
employee of the Government suffering a permanent
partial disability will probably be taken back to his
former place of employment, or if that be impossible, to’
some other employment, and that his earnings from time
to time can readily be ascertained. During the healing
period, while total disability exists, the injured person is
entitled to receive two thirds of his wages at the time of
injury, subject to a maximum compensation of $116.66
per month, After the employee is ready to return to
work, his compensation amounts to two thirds of the dif-
ference in his earnings before and after injury. If he be
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so fortunate as to return to his old position or to another
position, at the old wage, he receives no compensation
from the day be begins work. In the future, however, if,
as a result of the injury, his total eamings are reduced,
he is privileged to reopen the case, and by so doing may
receive additional compensation, For determining earn-
ing capacity, the commission may require the employee
to make affidavits from time to time as to the amount of
his earnings. If a partially disabled employee refuses to
seek work, or refuses to accept suitable employment,
compensation is withheld during the period of such
refusal.

Let us consider an actual case” A postal service em-
ployee had his leg amputated. He was disabled for 63
days. For the first 24 days he was paid full wages; after
that, compensation was paid for 36 days at the rate of
$2.23 per day. He then returned to work at his original
rate of pay, and no additional compensation was paid.
The cost of medical and bospital care was $291.60, not
including the cost of $100 for an artificial leg. If, at any
future time, this man should suffer loss of earnings be.
cause of the injury, his case could be reopened and addi-
tional compensation might be paid.

Those who were responsible for the passage of the
Federal Compensation Act did not believe they were
creating a model law. They saw a definite need and de-
vised what appeared, at the time, to be the most practical
legal solution, hoping, by subsequent amendments, to
improve the measure. This hope has been fulfilled to some
degree. On February 12, 1927, was approved the amend-
ment which raised the maximum monthly award from
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$66.67 to $116.66. This is in excess of even the most
liberal State workmen's compensation laws, and has
partially silenced the critics of the law.

The Federal Law has Some Objectionable Features

The principal objections raised against the Federal law
have not been from the viewpoint of the injured worker,
Rather, the law has been opposed because of the diffi-
culties and cost of administration, The obstacles attend-
ing the follow-up work on the part of the Government are
many. This is true because some injured persons must be
carried on the record books for the remainder of their
lives, their earnings checked from time to time, and cor-
responding adjustments in compensation made. As long
as the employees remain with the Government, this is not
so difficult, although even then it is costly. But when the
Government must lkeep a check on an individual after
he goes into private employments, the obstacles are very
great, Many people erroneously believe that this pro-
cedure is being followed in the California and British
Columbia systems. They apparently overlook the fact
that loss of earning capacity can be used as the basis for
determining the amount of injury benefits without a
perennial checking of post-injury wages.

There are other unsatisfactory features of the Federal
law. One of these is the provision that the wage at the
time of injury in all cases controls the amount of come
pensation, except for minors and those learning trades,
That this procedure leads to a great deal of difficulty is
apparent, for, as just suggested, any change in price-
levels immediately alters the value of the award, If a
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machinist who has been receiving $4 per day before
the inflation period, is injured so that ke is unable to
return to his old work, but is able to operate an elevator
during the period of inflation at a wage of $4 per day, it is
incorrect to say that his earnings remain the same, if, in
the meantime, machinists’ wages have gone to $8 per
day. Conversely, under a falling price-level, an injured
worker apparently may be suffeting loss of earning capac-
ity, and be compensated accerdingly, when actually his
real eamnings have not been reduced. .

In still another respect is the method of determining
compensation faulty, to wit:* *The law, in basing com-
pensation upon wages at the time of injury, seems to
make an assumption that the permanently disabled em-~
ployee, unless a minor or learner, could not expect to im-
prove his wages or occupation; that the unskilled laborer
would always remain unskilled; that the skilled laborer
would never advance in wage. This, of course, assumes a
limitation of opportunity wholly inconsistent with Amer-
ican experience, as the average man or woman increases
his earnings up to 35 and often up to 40 years of age.’

Finally, an injured Government employee may fail to
receive compensation proportional to his financial losses
because of his ignorance concerning the provisions of the
law. As noted above, an injured Government employee,
by submitting evidence from time to time showing the
amount of his post-injury wages, can obtain changes in
the amount of his pension. If he fails to do this, he is the
loger, ' o OO

Sometimes an injured employee is able to return to his
old work with no loss of earning power, but suffers a
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reduction in his total annual income because he is unable
to pursue some auxiliary occupation, the returns from
which have been used to supplement the regular income.
A case in point is that of an unskilled workman, 43 years
of age, temporarily employed in 2 Government estab-
lishment at $65 per month In 1917 this man sustained
the loss of two fingers of the left hand, After a sufficient
healing period, he was able to return to his former place
of work without any reduction in salary. His compen-~
sation benefits were accordingly discontinued. Under
ordinary conditions, this would have been considered a
satisfactory arrangement, but in this case it was not, be-
cause it happened that the regular trade of this man was
making cigars, and it was only his desire to assist the
Government in time of war that prompted him to make
the change. Perhaps of still more importance was the
fact that the man was a violinist and played during the
evenings, thereby adding to his income about $300
annually. This case affords an illustration of the hard-
ships which may result when a worker is injured in a
casual occupation, if that happens to be less remunerative
than his regular occupation,

The Federal Compensation Law has been open to at--
tack on the score that it gives no appreciable recognition
to the problem of the rehabilitation of the injured worker.
Since the law provides that no compensation shall be paid
if no wage loss occurs, the injured Government employee
knows that his retraining, if successful, will deprive him
of future compensation, regardless of any inconveniences
caused. by the injury. Under such circumstances, re-
habilitation is often difficult, if not impossible.
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When the United States Government entered the work-
men’s compensation field, it had a splendid opportunity
to set an example of good business methods to all of the
States, It failed, however, to take advantage of the op-
portunity. The three commissioners responsible for the
administration of the act were put upon a $4000 per year
salary. Other positions were filled at similarly low sala-
ries. In still other ways was Government inefficiency
shown.

Longshoremen’s Compensation Act

The Longshoremen's Compensation Act (approved
March 4, 1927) covers harbor workers of all types except
the master and the ship’s crew. It provides compensation
not only for injuries and death but also for occupational
diseases. Employers loading, unloading, or repairing
vessels of 18 tons (net) and over are required either to
furnish insurance or to give proof of financial ability to
meet directly such awards as may be made by the admin-
istrative commission. An employer cannot be sued by an
injured worker or his representatives unless the employee
has failed to secure the payment of compensation re-
quired by the act.

No compensation is paid for the first 7 days of dis-
ability unless the incapacity lasts more than 49 days.
The maximum weekly benefit is $25 and the minimum,
$8. Medical and surgical treatment, medicine, and hospi-
tal services are furnished. Permanent partial disability
is compensated on a schedule basis; total disability is com-
pensated during its continuance; death benefits are pay-
able until the widow remarries or the children reach 18
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years of age. The maximum weekly benefits are limited
to 6634 per cent of wages, while the maximum total allow-
ance, in any event, is $7500. ‘The United States Employ-
ees’ Compensation Commission is responsible for the ad-
ministration of this new measure,

There is no good reason why seamen should not have
been included in the coverage afforded by the longshore-
men’s legislation. But the seamen’s organization did not
see fit to sanction the matter. It, like some of the railway
organizations, is still reluctant to give up the possibility
of an occasional large court award for a smaller, though
certain, return provided for by compensation legislation,

District of Columbia Workmen's Compensation Law

After years of agitation, Congress in 1929 approved a
bill to provide workmen's compensation for the District
of Columbia. The bill extends to workers privately em-
ployed, the same protection as that afforded longshore-
men by Federal statute. It is administered by the
United States Employees’ Compensation Commission.

A worker injured while executing his duty receives a
maximum of two thirds of his pay, but not to exceed $25
weekly, while he is incapacitated. A definite schedule of -
awards for various sorts of injuries is provided by the bill.
A widow and her dependent children are protected if the
worker-husband is killed, the maximum amount to be
paid over a series of years being $7500. Necessary medi-
cal and hospital attention are provided for the injured
workman, )
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United States Veterans’ Bureau Disability Schedule

Prior to 1924, the disability schedule used by the
Veterans' Bureau was comparable to the average schedule
used by the State industrial commissions., But on Jurie 7,
1924, the President approved the World War Veterans'
Act, which placed upon the Bureau the obligation of
constructing a schedule of disability ratings in accordance
'with the following provisiona: ¢ ‘A schedule of ratings of
reductions in earning capacity from injuries or combina-
tions of injuries shall be adopted and applied by the
Bureau. Ratings may be as high as 100 per centum. The
ratings shall be based, as far as practicable, upon the
average impairments of earning capacity resulting from
such injuries in civil occupations similar to the occupa-
tion of the injured man at the time of enlistment and not
upon the impairments in earning capacity in each individ-
ual case, so that there shall be no reduction in the rate of
compensation for individual success in overcoming the
handicap of an injury. The Bureau, in adopting the
schedule of ratings of reduction in earning capacity, shall
consider the impairment in ability to secure employment
which results from such injuries, ‘The Bureau shall, from
time to mme, readjust this schedule of ratings whenever
actual experience shall show that it is unjust to the dis-
abled veteran,’

In the construction of the schedule, neither age nor
wage Was considered. The criterion was earning capacity
determined by the type of occupation. The only prece-
dent for the schedule was the California system of rating
disabilities; but, while the California schedule was based
upon permanent disabilities, the Veterans' Bureau sched-



UNITED STATES FEDERAL COMPENSATION g7

ule had to include both temporary and permanent disa-
bilities. The schedule covers practically the entire range
of human diseases and injuries. It is comprised of two
tables. One includes the ‘Occupational Ratings,’ which
consists of a series of injury variants for all parts of the
body codrdinated with the occupational requirements of
the job at the time of enlistment. The variant so assigned
determines the per cent of payments which will be made
under Table 2. This Table 2 is sometimes referred to as
the *Disability Ratings’ because it comprises over 1000
injuries and diseases, which are in turn subdivided on
the basis of severity. The ratings are then shovm ina
multiple rating table.

The benefits paid under the Bureau schedule are
liberal when compared with other schedules. Permanent
partial disability awards are based upon loss of earning
capacity and are expressed as a per cent of total and
permanent disability as shown in the schedule. The usual
monthly award given a veteran who is totally disabled
is $100, but for the loss of the sight of both eyes $150 is
paid; and if, to this impediment, should be added the loss
of either limb, the award is increased to $200 per month.
This is a very commendable characteristic of the schedule. .
The fact that some persons may not only be so incapaci-
tated as to be unable to provide for themselves, but may
even require the paid assistance of others, has somehow or
other not found its way into the State compensation laws.

Where disability is total, but only temporary, the
monthly benefit for a man without wife and children is
$80; if he has a wife and no children, it is $90; a wife and
one child, $05; and §5 for each additional child. Further,
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if the disabled person has a father or mother, either or
both of whom are dependent upon him for support, then,
in addition to the above amounts, $10 is allowed for each
dependent parent.

1f death results from injury, the widow of the deceased,
if she has no children, will receive $30 per month; if she
has one child, $40 per month; and $6 for each additional
child. If there is no widow, but one child, the amount
going to the child will be $20; if there are two children,
the amount will be $30; three children, $40; and $5 for
each additional child. A dependent father or mother
receives $20, -

The schedule was reénforced by an enormous rehabili-
tation program for the retraining of disabled veterans.
Millions of dollars were spent to retrain thousands of
persons., In fact, as will be shown later, it was this
immense undertaking which demonstrated the practica-
bility of spending money in the rehabilitating of victims
of industrial accidents, The allowances for training were
$80 per month for a single man, or $100 per month for
a man with dependents, plus such family allowances as
$15 for a wife, $10 for one child, and $5 for each additional
child, In some instances, where the cost of maintenance
and support was above the average, a larger allowance
was authorized, -

In order to give to every commissioned officer and en-
listed man in the Army and Navy, together with nurses
serving in these units, future protection, the United
States Government, through the Veterans' Bureau, pro-
vided insurance (converted ingurance) in multiples of
$500 against the death or total disability of any qualified
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person. No one was permitted to take less than $1000 or
more than $10,000. Unfortunately, many veterans of
the War did not take advantage of this opportunity.’
Had all of those eligible for service insurance taken out
policies in amounts of $50q0 to $10,000, the future finan-
cial security of this group would have been greatly in-
creased. If every industrial worker were given gimilar
protection, many hardships now faced by disabled
workers and their dependents, and the dependents of
deceased workmen, would be avoided. Voluntary in-
surance is likely to miss those most in need of it; com-
pulsory insurance protects all.

Conclusion’

The United States Government, through its compensa-
tion systems, has probably added something to the
progress of injury compensation in this country. By
recognizing the California system in the construction of
the Veterans’ Burean schedule, it has at least departed
from the flat-rate idea of the State laws. It is regrettable
that the District of Columbia act, the most recent of the
laws, was copied largely from the unsatisfactory State
laws. '



CHAPTER VII

BENEFITS UNDER FOREIGN WORKMEN'S
COMPENSATION LAWS

GERMANY had twenty-five years in which to experiment
with workmen’s compensation before any American
State enacted similar legislation. Austria, France,
England, and Italy, although their legislation is of later
date, also have had considerable time in which to test
their social insurance acts. In certain respects this ex-
perience in other lands has been productive of results,
The injury benefits provided by the laws have been
altered from time to time, as additional data show the
relation between the amount of benefits and the number
and kinds of dependents. The effect of benefits upon the
standard of living has been studied more carefully than
in this country. As a result, the English law now provides
that either the employer or the employee has the privi-
lege of asking for a review of the weekly benefits ‘if the
rate of wages in the workman’s pre-accident occupation
falls or rises by more than 20 per cent during the twelve
months preceding the review, and [the weekly benefit] is
to be correspondingly decreased or increased.’*

Compensation Benefits are not Based upon Loss of Earn~
ing Capacity
Despite the changes in foreign workmen’s compensa-
tion acts which have been made from time to time, cer-
tain undesirable features still remain which merit the
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same type of criticism as that directed against American
State acts. Most important of these undesirable features
is that pertaining to the method of determining disability
benefita. The pernicious ‘flat-rate’ schedules, so common
in our State laws, find their counterpart in the European
benefit ‘scales.’ In writing of these disability rating
devices in 1916, Mr, Ferdinand Schnitzler, a former
director of the Workmen’s Accident Insurance Institute
in Austria, said:* ‘In inquiring into the origin of the
scales in use, as, for instance, for loss of an eye, 25 to
334 per cent; loss of the right arm, 75 per cent, etc., one
will be surprised to find that none of them is based on
systematic observation of facts, i.e., of the actual earn-
ings made by persons who have suffered such injuries.
At the beginning of compulsory workmen's accident
insurance the insurance institutes had merely adopted
the compensation scales contained in the insurance con-
tracts of private insurance companies, but quite generally
increased the rates of compensation. Likewise, the scales
of the private insurance companies were not based on
observation of actual conditions, but represent merely
assumptions on which the two contracting parties have -
agreed. One is, therefore, mistaken in assuming that the
usual compensation scales represent averages deduced
from actual conditions, and that by small increases or
decreases of the rates of these scales full justice can be
done to the individual conditions of injured persons.'

There is Some Flexibility

The European flat-rate schedules, as the above quota-
tion suggests, are not absolutely rigid. ‘The schedules
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used in France and Germany are not even legally recog-
nized. The persons responsible for determining the de-
gree of disability attending each injury simply use the
schedules as a guide, and make the final award larger or
smaller, as circumstances may warrant. By so doing, it
is possible partially to allow for age, former occupation,
aptitude for new occupations, and other elements which
differ for different individuals. ‘The deviation from the
scale, however, is usually not sufficient, to bring about an
award which corresponds to actual loss of earning capac-
ity. As one authority has put it: 3 ‘The variations from
the average percentages of incapacity are, however,
generally emall, and the experts usually tend to follow
closely the schedule, even where it is purely a guide, so
that in practice, physical incapacity remains the principal
factor in the evaluation of economic loss.’

In Jtaly the ratings in the disability schedule have
imperative force, but since only the principal or key types
of injuries are listed, the authorities are given discretion
in the rating of large numbers of disabilities. Similar
plans are followed in Bulgaria, Spain, Brazil, Argentina,
Queensland, and South and Western Australia.

In almost direct contrast to the Italian system is that
of England. The British authorities have no schedule,
Each individual case stands on its own merits, and the
degree of disability is determined by an inspection of the
circumstances surrounding each injury. The only duty
imposed by the law is that evaluation of disability must
be based upon the reduction in earning capacity.

The workmen's compensation laws of Denmark and
Finland are more specific in respect to rating disabilities,
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in that they prescribe what factors shall be taken into
account in determining the degree of incapacity. In Fin-
land, for example, the injured person’s age, sex, men-
tality, and skill are factors entering into the determina-~
tion of the ultimate financial award.

Auowénce is Made for Age

Additional elasticity in computing awards is found in
most European laws in the determination of pre-injury:
earning capacity, upon which the award is computed.
Thus, if a law provides that two thirds of annual earnings
shall constitute the sum of the benefits for a year, it is
necessary to determine just what were the injured per-
son's annual earnings before injury. In determining the
amount of these earnings, some regard is usually taken
of the age of the disabled person. Since a boy 17 years
old has not reached his full earning power, it would be
unfair to pay him, over a period of years, compensation
benefits based on his partial earning power. In order to
give due weight to the age factor, the laws of some
countries provide for a review of the case after a period of
six or twelve months, at which time benefits may be in-
creased. Germany divides injured persons into groups
according to age. One class includes those under 16 years;
another includes workers between the ages of 16 and 21;
and the third class includes all of those above 21 years.
By this means it is possible to allow for age differences in
determining the degree of incapacity.4

Practically all of the European laws, at least as far as
the underlying philosophy goes, are based upon the
assumption that incapacity should be measured in
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terms of the general labor market, and not on the basis
of the occupation at which one happened to be engaged
at the time of injury. While the reéducation of crippled
persons was little practiced at the time the compensation
laws were passed, the above assumption seems to har.
monize with the present-day idea that most disabled
persons, if they are not too badly injured, can return to
industry and that, as far as their economic status is con-
cerned, it makes little difference whether they pursue
their former occupation or a new one. The important
thing is the size of the pay check at the post-injury job,
and not the particular nature of the job itself.

Methods for Determining the Award Vary

The estimation of the per cent of disability caused by
any particular type of injury, even though it be correct,
is not equivalent to the amount of the actual award.
The amount of the total disability award is specified by
law. For example, in Germany the award granted an
injured person is 50 per cent of the daily wage of persons
similarly employed in the community, but not exceeding
three marks per day. If a German worker suffers a dis-
ability which causes a 50 per cent loss in earning power,
the amount of the award is 50 per cent of what the award
would have been, had the worker been totally disabled.
Benefits are paid as long as the disability continues. In
many cases this is for life, Whatever limitations apply to
total disability benefits apply also to permanent partial
disability benefits.

In France a partially disabled worker receives 50 per
cent of the reduction in annual earnings suffered as a
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result of the injury. In Italy the benefits amount to six
times the reduction in annual earnings; in New Zealand,
58 per cent of reduction in weekly earnings, but payments
cease at the end of six years. Roumania pays 6634 per
cent of reduction in annual earnings, plus a cost-of-living
allowance varying from 50 to 200 per cent, according to
the degree of incapacity. In Russia the rate of pension
not only depends upon the degree of incapacity but also
upon the resources of the injured person. In Spain per-
manent partial disability benefits are limited to one year's
earnings. If the degree of incapacity for habitual occu-
pation is less than 50 per cent {(or 40 per cent for women
and men over 60) it is not compensated.

In Great Britain, if weekly earnings are 50 shillings or
more, the permanent partial disability benefits amount to
50 per cent of reduction in weekly earnings. If weekly
earnings are less than 50 shillings, ‘ weekly payment bears
the same proportion to the difference between earnings
before and earnings after accident as weekly payment, if
incapacity was total and not partial, would bear to earn-
ings before accident.’

Lump Sum Payments are Sometimes Made

A majority of foreign laws permit the payment of dis-
ability benefits in the form of a lump sum or cash pay-
ment, but the conditions under which this may be done
vary considerably. In Frdnce the workman may request
a commutation to a lump surn of 25 per cent of the award,
but if the total sum thus requested is in excess of 100
francs, the consent of the compensation judge must be
obtained. In Germany a worker may petition for a
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commutation of pension if his injury has not resulted in
more than 20 per cent incapacity.

The British system makes it possible for an injured
worker to receive a lump sum with which to purchase an
annuity, although the size of this lump sum is limited
to 75 per cent of the total pension. The employer and
injured worker may agree upon a lump sum at any time,
but such agreement must be ratified by the court, and
the money used as the judge directs.

Conclusion

In summarizing the principles underlying the determi-
nation of benefits in European workmen's compensation
systems, it may be said that, although there is not rigid
adherence to pre-determined disability schedules, the
deviations from the ‘scales’ used as guides are usually so
slight that it cannot be said that actual loss of earning
capacity is used as a basis for determining awards.
Furthermore, there has been no disposition to change the
laws in this respect. Professor Alfred Manes of Berlin
sums up this position by saying:® ‘In the country of
origin of social insurance, as in all the many countries
which have copied the German legislation more or less
closely, the system of benefits, even down to some of its
most important details, is still governed by the same or
almost the same principles in 1925 as it was in the first
bills drafted between 1881 and 1889.’

Outside of the field of benefits, some desirable changes
have been made in the compensation laws of Europe.
The credit for these changes is in part due to a series
of studies and writings by European students of social
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insurance. There has been no lack of excellent treatises
on some phases of the law, but the subject of benefits has
so far been neglected.

Workmen's compensation insurance ought to serve the
interests of the insured. Benefits, therefore, ought to be
the center of the system. It is surprising that this ques~
tion has received so little emphasis in injury compensa-
tion literature.

We may say, therefore, that while some valuable
suggestions for American legislators and students of
social insurance can be gained from a study of European
compensation systems, not too much must be expected
by way of example. The field is still an open one.



CHAPTER VIII

DISABILITY SCHEDULE OF THE INTERNATIONAL
ASSOCIATION OF INDUSTRIAL ACCIDENT
BOARDS AND COMMISSIONS

AT the eighth annual meeting of the International Asso-
ciation of Industrial Accident Boards and Commissions
held at Chicago in September, 1921, the Association
authorized the Committee on Statistics and Compensa-
tion Cost to formulate a standard disability schedule,
This action was prompted by the fact that for the pre-
ceding six years there had been discussion as to how
disability, both temporary and permanent, should be
- rated from the standpoint of compensation.

Those who regularly had been attending the annual
meetings of the Association seemed to be in general
agreement concerning the weaknesses of their compen-
sation systems, but not until after the appointment of
the Committee entrusted with the work, did differences
of opinion arise which gave evidence of the fact that,
after all, there was no unanimity as to what a disability
schedule should include and how it should be constructed,

The members of the Committee, before attempting the
actual drafting of a schedule, made a preliminary survey
of existing schedules and methods of compensation.*
Both American and foreign compensation systems were
analyzed. While the majority of American State laws
revealed little that was useful in the drafting of an ideal
schedule, there is no doubt that the California system



SCHEDULE OF INTERNATIONAL ASSQCIATION 8¢9

furnished valuable suggestions. Certain characteristics
of several of the Canadian systems were likewise helpful.
As may be judged from the discussion in Chapter VII,
very little was to be learned from foreign workmen’s
compensation laws. ' .

The Committee’s Report Consisted of Five Resolutions

The Committee entrusted with the task of constructing
a disability schedule met during the course of the year
and thoroughly discussed the subject. Apparently consid-
erable time was spent in gathering data, because when
the next annual meeting of the Association convened, the
Committee presented a rather extended report, one that
must have necessitated a great deal of time and study.
The report consisted of five resolutions, four of which
were adopted at the 1922 meeting, after considerable
discussion and some disagreement. The fifth resolution
was carried over and finally passed at the 1923 meeting,

The first resolution adopted read: The schedule of per
manent partial disability shall be for compensalion to be
paid after compensalion has been paid for temporary sotal
disability, This resolution was favorably received inas-
much as 18 States had already been operating on this’
principle. The justice of the resolution is apparent. If a
State pays a certain per cent of wages for 125 weeks to
the workman who loses a foot, and begins this payment
immediately after injury, the payment may cease before
the injury has healed, thus allowing no financial assist~
ance during the adjustment period.

The second resolution adopted was: Compensation for
permanent tolal disability shall be valued on the basis of the
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, botal disability for life. The purpose of this resolution was
to have some of the States remove their maximum re-
strictions on total disability benefits, thereby recognizing
the fact that if a person is totally disabled at 30 and re-
‘mains so until his death at %0, his needs at 50, 60, or 65
“years are just as great as, if not greater than, they are at
30 or 35 years.

The third resolution adopted was: Compensation for
permanent partial disability shall be valued as a percentage
of permanent total disability. With the exception of a few
States, compensation is stated in terms of so many weeks
during which the award shall continue, and not as a cer-
tain per cent of total disability. The Committee believed
that the person who loses an arm carries that handicap
through life, and his disability should be so considered.

. It is only by determining what part of total disability
is represented by a particular injury that a proper re-
lationship can be established for all of the injuries. For
rating purposes, it amounts to giving injuries a common
denominator.

The last resolution adopted was: The permanent dis-
alilily schedule shall be one designed lo measure loss of
earning capactly, considering all elements. 'This resolution
was especially significant because it directly challenged
the flat-rate principle and called for a method of measur-
ing loss of earning capacity, In the last analysis, it is
this degree of earning capacity remaining after the acci-
dent, which decides whether the unfortunate victim is
to be able to support himself and his family accord-
‘ing to pre-injury standards, or whether the home life is
to be sacrificed, the wife and children forced to work,
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and poverty substituted for the former standard of
living. » '

The fifth resolution, and the one provoking the most -
argument, was: The permanent disability schedule shall
be based upon the principles of variable rather than fixed
Jactors. The variable faclors to be laken into account shall”
be: (1) nature of injury; (2) ege of injured employee; and
(3) cceupation of injured employee, including degree of dis-
placement in industry. There was little discussion about
the nature of the injury. Age and occupation were the
points at issue., '

The Committee Believed Age should be a Factor

Following somewhat the same line of reasoning em-
ployed by the framers of the California schedule, the
Committee came to the conclusion that age should be
considered as a factor in determining loss of earning
capacity. It will be recalled that, according to the Cali-
fornia plan, the amount of the award increases at about
a uniform rate with the age of the recipient. But whereas
the line representing the age factor in the California law
was a straight line, that portraying age, as the Committee
saw it, was a broken line, containing five distinct breaks, -
For example, the percentage of disability for the loss of
the major (right) arm at the shoulder was placed at 45
at age 25; 50 at age 30; 55 at age 40; 65 at age 50; 80 at
age 60; 85 at age 70. These percentages were thought to
represent definite changes in the economic status of the
average workman. Beginning with 40, the age factor
becomes increasingly important. Physically, the work-
man is on the decline. An injury at this time of life may
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mean not only the loss of an occupation but a degree of
difficulty not experienced by a younger man in secur-
ing another job. Therefore, from age 40 to 50, the per-
centage of disability was increased 10 per cent (absolute).
From 50 years on, rehabilitation is most difficult; there is
little opportunity for an injured person to reéstablish
himself. During the next decade the rate of increase in
the degree of disability was assumed to be 15 per cent
(absolute). From 60 on, there is little change, although
the Committee added another 5 per cent (absolute) to
the total per cent of disability for those sustaining an
injury after reaching this advanced age.

The Committee’s treatment of age did not meet with
unanimous agreement at the ninth annual meeting of the
LA.LA.B.C. Some of the members present believed that
to pay an old man more than a young man was unsound
policy. It was argued that a man 6o years of age, for
example, had only a few more years to work anyway,
that he had had his opportunity for earning and saving
for a long period of years, while the young man of 20 had
practically his whole life before him, and even though he
possessed more adaptability, his total loss would be much
greater, and therefore his disability rating should not be
less, Despite objections, the Committee’s recommenda-
tion was finally adopted.

The Qccupational Factor was Excluded

That occupation as a factor in determining the degree
of disability did not cause the discussion which centered
about age was due to the fact that the Committee itself
recommended that, for the time being, the occupational
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factor should not be considered in determining the degree
of disability attending any particular injury. The de-
cision to exclude the occupational factor was due, in
part, to the prevailing unfavorable opinion concerning the
California system. The Committee believed the Califor-
nia schedule was in error in assuming the existence of
standardized permanent occupations. Many persons;
although they may be employed a large part of the time,
have no regular occupation. In such hazardous industries
as harvesting and lumbering, and, to a lesser degree, in
businesses like the steel industry, there are likely to be
many casual employees, Many of these unskilled workers
pass from one industry to another, In fact, the nature of
some types of work demands that laborers be employed
only a part of the time. Therefore, it was thought un-
just to compute the amount of compensation on the
basis of the effect of the injury upon the earning ca-
pacity of the workman in the occupation he happens to,
be in at the time of injury, when that occupation
may be only a temporary one, and perhaps not repre-
sentative of the kind of work the injured person nor-
mally does.

It was also thought that the occupation was not a fair
indicator of the worker's experience, training, education,
and what may be termed his ‘mentality.’ These attri-
butes were believed by members of the Committee to
have more effect upon earning capacity than the nature
of the occupation. A workman’s power of adaptability
depends most of all upon his mentality. A man well
educated and highly trained, regardless of his occupation
at any particular time, is likely to be able to retrain hime
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gelf, provided the injury is not too serious and the age not
too advanced,

A Disability Schedule was Constructed

After reaching a decision as to what factors should be
included, the Committee was ready to begin the construc-
tion of an abridged disability schedule. It is interesting
to note that the starting point was an idea borrowed
from the California system.’ The first step was the estab-
lishment of a standard to which all other disabilities
could be related. The standard selected was the loss of
an arm at the shoulder by a common laborer 30 years of
age. The next question to be decided was the amount
of earning power suffered by the average common laborer,
30 years old, who lost an arm. The answer to this most
important question was: 3 * Frankly, the Committee does
not know. Had the compensation commissions left a
record of their permanent disabilities, we would now be
in a better position to know the relative economic handi-
cape resulting from such disabilities.’

The Committee finally decided to consider the loss of
an arm at the shoulder to the ‘standard’ man as a 50 per
cent disability. Other injuries were then related to the
loss of an arm.,

The Occupational Factor was Finally Recognized

Although the Committee decided not to consider the
occupational factor in constructing a disability schedule,
and so reported at the 1922 meeting of the I.A.LA.B.C.,
the idea was not lost sight of, and at the 1923 meeting
the following supplement was offered to resolution num-
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ber five, was voted upon, and was passed by a large ma.
jority: ‘When the permanent disability is of such a
character which peculiarly unfits the employee for the
performance of the occupation in which he was injured
or of any other occupation in which he was experienced,
the benefits shall be increased to compensate for the
excessive handicap to such a degree as may be deter-
mined by the commission, but not more than 25 per cent
of the schedule allowances.’

This idea is somewhat similar to the procedure in
the Ontario system, where the Compensation Board has
considerable discretion in the granting of the award. It
might also be noted that an amendment to the supple-
ment was submitted which provided that, wherever the
employee was able to return to work at a less reduction
in earning power than anticipated in the regular schedule,
the commission might make a deduction from the award
up to as much as 25 per cent of the schedule allowances.
This idea was disapproved, on the ground that the sched-
ule would be inactive because the commission always
would have to decide, within a range of 50 per cent, what
award should be granted.

Corrections were Made for Age and Life Expectancy

Still another factor was considered by the Committee.
In addition to the age and occupational factors, the com-
pensation award was to be based upon the average weekly
wages at the time of injury. But this weekly average for
the normal worker increases up to a certain point (about
the age of 40) and then decreases. Therefore, it was
thought wise, in determining the amount of the average
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weckly wage, to take into consideration not only the wage
at the time of injury, but the expected future wage of the
injured man, had he not been injured. This was done by
constructing wage indexes showing the relative annual
earning capacity of a workman from 15 to 74 years of age,
and the period of life expectancy.*

Conclusion

Following the 1923 meeting of the LA.LLA.B.C., inter-
est in the subject of disability schedules seems tempora-
rily to have waned. The Bureau of Labor Statistics,
which had been financing the work of the Committee, at
least in part, apparently has decided not to invest addi-
tional funds in the enterprise at the present time. Per-
haps of greater significance is the fact that several in-
dividuals who in the past have been very active in pro-
moting reform measures in workmen’s compensation are
no longer a part of the movement. The Committee did
the work it was asked to do. The I.A.LLA.B.C., having
no authority of its own, and equipped with only the
powers of recommending, had to content itself with urg-
ing its own membership to do.what it could by way of
getting State legislatures to act upon the advice of the
Committee. To only a slight degree have the legislatures
responded. Nevertheless, the Committee's efforts secem
to have been worth while, The weaknesses of the present
laws were set forth in bold relief; the path of improvement
was clearly marked.



CHAPTER IX
VARIABLE FACTORS IN DISABILITY RATING

In Chapter 1II it was seen that the flat-rate disability
schedules, now being used by the States in the operation
of their workmen's compensation laws, fail to give a
proper relative rating to injuries. That is, the awards for
each particular type of injury bear little relation to the
loss of earning power sustained by the person receiving:
the injury. In the same chapter it was suggested that any
State might improve the character of its compensation
system by reconstructing its flat-rate schedules, but that
even then its system would still be short of what it might
be if certain factors in addition to the nature of the in-
jury were to be considered in the determination of the
award.

The purpose of the present chapter is to examine these
factors, and to determine to what degree they affect the
loss of earning capacity in any particular instance. To
this end, 800 injury cases (Ohio data) were studied to
determine the effect of age, wage, and occupation upon
the extent of disability resulting from industrial injuries* -
Only the more important types of injuries were consid-
ered., A

Loss of earning capacity is the essential thing in
determining the amount of compensation. But in the
past this loss has been only estimated. The value of an
estimate depends upon the knowledge of the person
making it. The fact that the various estimates made
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have but few points in agreement seems to indicate that
some of them are not in accord with the facts of industrial
life. Therefore, it will be necessary to examine actual
injury cases to discover what the exact loss of earning
power due to accidents is.

Age is a Factor in Determining Degree of Disability

The first factor to be considered will be age. Does the
older man suffer a greater loss of eaming power than the
younger man if each sustains the same type of injury?
If the older man meets with a greater loss, how much
greater is it? Does the loss of earning capacity increase
at a uniform rate with the increase in age? Or are there
five distinct breaks in the line representing the age vari-
ation factor, as suggested by the Committee of the
LLALA.B.C.2* Or does age show a different relation to
the Ioss of earning power from any heretofore suggested?
To arrive at answers to these questions, the findings in
the study mentioned above were analyzed with the pur-
pose of determining the effect of the age of the worker
upon hig loss of earning power. Arm, hand, leg, foot,
finger, and eye cases were studied under six different age
groups, beginning with those under 20 years and con-
tinuing, at ten-year intervals, to those over 60 years of
age.

Fxgure 1 shows the effect which age exerted upon loss
of earning capacity. The average loss sustained by those
under 20 years of age was only 20 per cent. For those
workers in the next ten-year group, an additional loss of
4 per cent {(absolute) was incurred, while in the following
group a 6 per cent (absolute) additional wage loss re-
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sulted. Beginning with age 40, the age factor became
more important. The loss of earning capacity for the
group of disabled persons between ages 40 and 49 was
43 per cent, an increase of 13 per cent (absolute) over the
preceding age group. The next group (30 to 59 years)
experienced an additional increase of 7 per cent (abso-
lute), while the last group (60 years and up) increased
8 per cent {absolute) more, making a total loss in earning
capacity of 58 per cent. The degree of disability, there-
fore, while it increased with age, did not increase at a
uniform rate,

The loss of earning capacity as affected by age was not
the same for all injuries. The average loss in the arm
cases for a man of 60 years or over was 44 per cent (abso-
lute) greater than for the worker who had not reached
20 years of age. For hand injuries, the difference in
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absolute per cent was 43; foot injuries, 39; eye injuries,
37; finger injuries, 36; leg injuries, 44.

What light do these data throw upon the correctness,
as far as age is concerned, of the systems already de-
scribed? If a 19-year-old laborer in California loses his
major arm at the shoulder joint, he is rated as a $4.3
disability. Had he been 69 years old, he would have been
rated as a 67.3 disability — a difference of more than
13 per cent (absolute). Had the injured worker been a
structural steel rigger, the ratings would have been, re-
spectively, 47.1 and 94.1 — a difference of 47 per cent
(absolute). It seems that, in so far as unskilled workers
are concerned, the California schedule does not allow
sufficient difference in the degrees of disability attribut-
able to the low age groups as compared with the high
age groups. This is probably due to an overemphasis of
the occupational factor in disability rating, The Cali~
fornia schedule errs, also, in assuming a uniform rate of
increase in the per cent of disability as age increases.

The Committee of the I.A.I.LA.B.C. was probably
correct in assuming that an injury to a boy of 15 would
result i about the same loss of earning capacity as an
injury to a boy of 19 years, and that in neither case would
the loss be so great as with those of more mature years.
The Committee reached the conclusion that an injury
sustained by one between the ages of 20 and 30 would
result in a rather larger increase in loss of earning capac-
ity than if it were sustained by one in the age group
composed of those under 20 years of age. For arm
injuries alone (the injury upon which the Committee
made its calculations) the average decrease in loss of
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earning power (Ohio data) for those whose ages ranged
between 20 and 30 increased only 4 per cent (absolute),
as compared with the Committee’s estimate of 10 per
cent. The loss of earnings sustained by disabled persons
(Ohio data) in the next age group (30 to 39 years) was
8 per cent (absolute).

Beginning with 40, the age factor becomes an increas-
ingly important one in the economic life of the workman,
The Committee of the I.A.LLAB.C. allowed a 10 per
cent (absolute) increase in the disability rating for those
between 40 and 50 years. Although the Qhio data
showed an increase of only 7 per cent (absolute) for arm
injuries, the average for all injuries was 13 per cent
(absolute); and for leg injuries only, it was 19 per cent
(absolute). During the next ten-year period the Com-
mittee allowed a 15 per cent (absolute) increase in dis-
ability, although the Ohio data showed it to be only 8 per
cent (absolute). For the last grouping, those of 60 years
or above, the Committee believed there would be but
little increase in the per cent of disability.s However, the
increase averaged 8 per cent (absolute} and ran above
15 per cent (absolute) for certain types of injuries. On
the whole, then, it appears that the age variation is a
broken line, rather than a curved one.

There remains to be considered the British Columbia
treatment of the age factor. There, it will be recalled,
the total amount of the award is obtained by multiplying
the weekly pension by the present value of $1 per month
at the claimant’s true age. The age of 40 is taken as the
pivotal point, and claimants over 40 years of age are
credited because of lack of adaptability, and claimants
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under 40 years of age are penalized because of their
greater adaptability. This amounts to figuring the value
of the award at what it would be at the age of 40, and
then spreading it over the actual expectancy of the
injured worker at any age. By this method a consider-
ably higher pension is given to injured persons of 40 to
65 years of age than to those who are younger. While the
British Columbia law thereby takes into consideration
the increased loss of earning capacity of the older work-
ers, it does not apparently give them enough advantage.
That is to say, age 40 is not the proper dividing line;
the per cent of increase in disability rises much more
rapidly from age 40 on, than does the decrease in the
degree of adaptability from 20 years up to 40 years. If
the per cent of disability increased at about the same rate
" as the increase in age, as assumed in the California
schedule, the British Columbia plan would give what
might be termed ‘average justice' to each workman,
regardless of his age’ Likewise, the recommendations
presented by the Committee of the I.A.LA.B.C. in this
respect are valuable, and point out lines of improvement
that might well be followed.

Females Suffer Greater Loss of Eaming Power than
Males

There i3 one more aspect of the age factor which may
be briefly presented here. This has to do with injuries to
female workers, The number of females injured in in-
dustry, as compared with the number of males, is rela-
tively small. In fact, it was only during the first period
of the Ohio investigation that any attention was given to
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injuries of females, and then only a relatively few cases
were investigated. The facts of importance in this con-
nection are two in number: First, for the same type of
injury, females sustain a greater per cent loss of earning
power than males. Second, advancing age increases the
degree of disability to a greater extent with females than
with males. A serious injury to a woman beyond 45
years of age almost invariably means an industrial
surrender.

Wage is not an Indicator of Adaptability

We now come to a consideration of wage levels as an
indicator of one’s ability to adapt himself to new condi-
tions. The British Columbia system assumes that those
persons receiving the highest wages are those who possess
more mentality than those receiving lower wages, and
that, in the event of injury, they can better adjust them-
selves to their new condition, and will not suffer as great
a loss of earnings as those in the lower wage groups. This
idea seemed to be in the mind of at least some of the
members of the Committee which framed the schedule
for the .A.LLA.B.C. If this relation between mentality .
and wage-rates could be established, the need for taking
occupation into account in establishing a rate would be
eliminated. True, the wage would not designate the
exact occupation of the injured person, but if it could be
used as a2 key to one’s powers of adaptability, it would be
indeed a splendid criterion for disability rating,

The Ohio data shed light upon the relation existing
between the wages received at the time of injury and the
loss of eaming power sustained as a result of the injury.
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To the extent that the cases were sufficient in number
and representative of injury cases in general, there was
found to be no relation whatever between the amount of
wages and the loss of earning power. That is, the person
earning a high wage does not, on the average, possess
sufficient powers of adaptability to prevent him from sus-
taining as great a per cent loss of earning capacity as that
experienced by the low wage-worker.

The explanation of the fact that some workers, al-
though possessing less mentality, receive higher wages
than other workers, would carry us into the problems of
wage determination and, in fact, into the whole problem
of distribution. It is worth noting at this point that wages
are based upon other things than mentality. The skilled
carpenter or machinist receives a high wage because his
type of skill is sufficiently limited in relation to its de-
mand to bring high rewards for its services, The limiting
factor may be due, also, to the strength required for a
certain task, the ability to stand a great deal of heat, the
willingness to pursue great risk, or any other inconven-
ience which tends to limit the number of persons willing
to enter a particular line of work. A rubber worker in
the ‘pit’ earns considerably more than do some other
laborers who perform other tasks in the making of tires,
not because he possesses more mentality, but because he
can stand the heat and humidity, and has the physical
powers necessary to perform the strenuous duties con-
nected with that job, and these characteristics are rela-
tively scarce. The furnace man in an automobile spring
factory may be without much mentality and still make
high wages, solely because the number of persons who
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will stand before a fiery furnace is relatively small. A
man grinding brass connections in an Ohio factory was
making, in 1921, an average of about $17 per day on a
piece-work basis, It took Jess than a half day to leam
that job. One day the regular workman at the machine
was 80 injured by a crane-load of material that he could
not return to his old job. His loss of earning capacity was
considerable because he bad little adaptability, being
possessed of neither a fair education nor the native
ability to learn. The only reason that one could earn $17
per day on the brass grinding machine was that the job
was extremely unhealthful and few cared to have it. In
the same factory were tubs of oil into which hot bars were
placed for tempering. The workers who handle the bars
receive more money than a first-class mechanic. They
have little adaptability, and if injured would suffer a
considerable loss of eaming power, even though they are
capable of earning high wages at an unskilled job. These
men are paid especially high wages because their work
necessitates enduring a sickening odor of burning oil, the
splashes of hot fluid against their faces, dirty clothes,
smoky air, and a soppy floor.

Some skilled persons are temporarily in unskilled work
because they are enticed there by high wages. If such
persons should be injured, their temporarily unused
ability would be of considerable assistance in obtaining
a new job. Some workers, advanced in years, are able to
make high wages because they still continue at their
skilled trades, even after they reach 50 or 60 years of
age. But if an accident of sufficient severity should befall
one of them, his age would prevent his getting an equally

i good job.
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Those persons earning less than $25 per week suffer no
greater per cent loss of earnings, if injured, than do those
who earn considerably more. There are several reasons
for this. First, there are more opportunities for a crippled
person to find work at $x5 or $18 per week than at $35 or
$40 per week. Second, some employers scem to have a
certain minimurm, below which they do not care to go.
This is well illustrated in a factory manager’s answer to
a paymaster’s inquiry as to how much a crippled sweeper
should receive: ‘Give him $20 a week; he's got to have
that much to live on.’

Occupation is an Indicator of Adaptability

The California disability schedule recognizes the occu~
" pational factor in determining the degree of disability
resulting from any particular injury. Bookkeepers are
given more for finger injuries than are stevedores, on the
ground that bookkeeping requires the use of fingers more
than does the job of stevedoring. Since the aim of the
California schedule is to correlate compensation benefits
to wage loss, the occupation of the worker at the time
of injury is regarded as a basic factor in determining
the amount of the award. Unfortunately, however, the
schedule, although it has been subjected to constant
correction, still contains some rather serious inconsist-
encies. On these there is no use of dwelling; they are all
of about the same general type. Just now we are inter-
ested in determining whether the factor of occupation has
any bearing upon the degree of disability, This has been
a controversial point, some maintaining — quite con-
trary to the California idea — that occupation has little
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or no effect upon wage loss; others admitting that it may
have some effect, but holding that, since it is impossible
of measurement, it must accordingly be ignored.

In explaining why wages are not indicative of one’s
power of adaptability after an injury, it was stated above
that many unskilled workers receive high wages in spite
of their lack of skill. This suggests that the adaptability
powers of skilled workers are much greater than those of
unskilled workers; but how much? ,

The Ohio injury cases again were used in an attempt
to answer this question. The cases were first grouped
according to the skill required, and then the per cent loss
of earning capacity was determined for each group. The
groups were three in number — unskilled, semi-gkilled,
and skilled.

_ 8. 8

Per Cent
T ¢ &

-—
<

L

* Skilled Semi-Skitled Unskitied

0

FIGURE 2. PER CENT L0SS OF EARNING CAPACITY SUSTAINED BY
Drsasrep Worksns iy Occoeations REQuiRNG DIFgreENT
DEGREES OF SKILL



108 IS IT SAFE TO WORK?

The skilled workmen with an average loss of earning
power of only 22 per cent included old as well as young
employees. In this group, even the older workers were
fortunate in reéstablishing themselves. One machinist,
63 years of age, who lost his left arm, was made foreman
of a machine shop; a skilled moulder who had his arm
amputated above the elbow was made a foreman in his
department; a construction foreman who lost his left
arm was trained to be a bookkeeper and retained by the
same company. That these men possessed the powers to
take these other jobs accounts for their small loss of earn-
ing power, However, the writer believes another factor
plays a part in this connection. The skilled workman -—
the foreman, the mechanic, and so forth — is closer to
the employer than are those in less skilled positions. He
knows the management and the management knows him.
As one manager told the writer, in speaking of a skilled
worker who had been injured in his plant: ‘We simply
had to find something for Phil to do.! Let a company
show such interest and ‘Phil’ is much more likely to
’make a success of any new work given him than would be
the case if no one took an interest in him. The rehabilita-
tion service also assisted seven of the gkilled workers in
reistablishing themselves, in six cases with the hearty
support of the original employer.

In the list of unskilled workers who sustained ah
average loss of earning power of 54 per cent were many
who had sustained the loss of a foot or leg. Many of these
were workers advanced in years, over one third of them
being past the age of 50. A teamster had his left leg
crushed so badly under a loaded wagon that amputation
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was necessary. While helping to unload steel from a car,
another man had his right leg crushed. Another worker
was ‘lugging’ material on a building job and happened to
be too near an elevator when the hoist chain broke, and
his leg was so mangled as to require amputation near the
hip. Still another worker, while helping to sink a coal
mine shaft, was unfortunate enough to have a huge rock
fall upon his foot, necessitating amputation above the
ankle, These examples could be duplicated many times.
They tell the story of unskilled workers, advanced in
years, and with little power of adaptability, left jobless
alter injury.

Semi-gkilled workers suffered a loss of earning capacity
of 32 per cent. Hand and fimger injuries figured heavily
in this group. The machine operator, a typical semi-
skilled worker, by the nature of his tasks, runs the hazard

of injuring his fingers and hands.

Occupanons in a large measure have theu‘ concomitant
injuries. A workman usually sustains an injury to those
members which are actively used in the performance of
his work, and this is prima facie evidence that these
members are necessary. Either an injury is of sufficient
seriousness to prevent a worker from pursuing his old
occupation or it is not. If the worker must take up a new
line of work, the question arises as to his ability to adjust
himself to 2 new job. Skilled workers possess this power
of adaptability to a greater degree than do semi-skilled
or unskilled workers; and of the three groups, the un-
skilled are least able to adapt themselves. In fact, if they
had the powers of adaptability, they probably would not
be in the unskilled group, unless they were there, as al-
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ready suggested, because sometimes more money may
be earned by a skilled worker if he pursues an unskilled
job. But it is not likely that there are many instances of
skilled workers filling unckilled jobs if they could get as
high a wage, or higher, at skilled tasks.

Due recognition of the age factor would solve many of
the injustices supposed to result from failure to recognize
the occupational factor. Age transcends mentality. A
good rehabilitation bureau can train a worker not too
advanced in years so that he can recover a fair share of
his earning power in spite of his limited mental capacity.®

Conclusion

Of the three variables, age, wage, and occupation, age
and occupation are important factors in explaining the
degree of disability caused by an injury. While both of
these factors are susceptible of measurement, age is the
more so. Loss of earning capacity, the true basis of
compensation benefits, can be determined only by re-
course to variable factors.



CHAPTER X
AMERICAN REHABILITATION SYSTEM

IN the discussion thus far, emphasis has been placed upon
the prevention and compensation aspects of industrial
accidents, This has been the traditional method of deal-
ing with the problem, When the number, causes, and.
effects of accidents have been carefully considered, the
method of paying benefits properly analyzed, and the
relative merits of the several different kinds of compensa-
tion systems discussed, legislators, students of social in-
surance, and representatives of insurance companies have
considered the matter closed.

Within very recent times, however, there has been de-
veloping a growing opinion that accident prevention and
compensation, desirable and necessary though they are,
are not in themselves adequate methods of dealing with
the problem of industrial injury hazards. We have al-
ready found that compensation in most cases does not
continue over a very long period, and that many injuries -
continue to detract from earning capacity during the life.
time of the injured worker. With benefits limited both in
amount and in duration, disabled persons are placed at
a competitive disadvantage with other workers. One
remedy, namely, to continue the compensation through
life in these cases, has already been discussed. But it.
seems that some additional assistance is necessary. This
is now being supplied by a program of vocational re-
habilitation, which in its broadest sense means physical
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restoration, vocational training,. and placement. We
shall first consider briefly the history of rehabilitation,
then examine its methods, and, finally, evaluate it as a
means of lessening the evil effects of industrial injuries.

Voxﬁonal Rehabilitation Began with the Smith-Hughes
w

The promotion of programs by the United States
Government for the retraining of its disabled citizens has
developed in a logical sequence, beginning in 1917 with
the passage of the Smith-Hughes Law. This primal legis-
lation, commonly referred to as the Vocational Education
Act, provided a method for the training of normal persons
about to enter, or after entering, employment. This Act
is especially significant, not only because it was the
foundation of the structure which was to follow, but be-
cause it marks the appearance of the Federal Board for
Vocational Education, which was destined to play an im-
portant réle in subsequent legislation of like character.

With the passage of the Vocational Rehabilitation Act
on June 27, 1918,* the Federal Government inaugurated
an extensive program for physical and vocational re-
habilitation, designed to reéstablish in civil life its dis-
abled soldiers, sailors, and marines.* By June, 1926, the
Veterans' Bureau s had retrained and returned to pro-
ductive employments 90,000 ex-service men,

When Congress was considering legislation for the re-
habilitation of disabled soldiers, there was considerable
sentiment for including in the Act persons disabled in
industry. Mr. James J. Davis, the United States Secre-
tary of Labor, voiced the opinion of many when he said:
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‘We owe a duty to those men who offer themselves daily
in the cause of progress and prosperity in our industrial
system.! Although the time was not quite ripe for the
inclusion of the civilian in a rehabilitation act, interested
persons began presenting the argument that if the ex-
soldiers could be rehabilitated, those disabled in industry
could be, also. But the logic did not terminate there. If
the industrially disabled persons could be retrained, then
the same opportunity should be offered to those who were’
the victims of public accidents. Finally, those incapaci-
tated because of disease or congenital conditions had
an equally justifiable claim for assistance in establishing
themselves productively. As this growing opinion crystal-
lized, it challenged public attention and culminated in the
Federal Vocational Rehabilitation Act of 1920,4 which
provided a means for the vocational rehabilitation of dis-
abled persons, whatever the cause of their disability.s
The three acts thus form a logical whole. The first may
be regarded as an extension of our public educational
system, and the second as a temporary device to meet a
necessity arising out of the War, But the third is a re-
markable innovation in labor legislation, which not only
has an intimate connection with the whole question of
compensation for industrial accidents, but which also
offers possibly the only scientific approach to the problem
of adequately dealing with all classes of disabled people.
Not until 1920 was there a recognition of the fact that the
latent resources of disabled persons represented a great
potential productive power, which needed only to be sal-
vaged in order that society might enjoy the fruits of their
labor, instead of rationing to them the doles of charity.
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To carry out the provisions of the new legislation, the
duties of the Federal Board for Vocational Education
were extended by an addition of a division for vocational
rehabilitation.® Congress provided an annual appropria-
tion to be allotted to the States on the basis of population,
but only on condition that the sum of Federal money
spent should be met by a like expenditure of State funds.’
Before a State may be enrolled, it must first have its plan
of procedure accepted by the Federal Board. The task of
actually carrying on the work is left to each State, the
National Government acting only in a supervisory capac-
ity. By June, 1929, forty-four States were codperat-
ing with the Federal Government in this joint rehabili-
tation program. The work is carried on in the various
States under the general direction of the State Boards for
Vocational Education, the rehabilitation bureau itself
being a division of the State Department of Education or
of the Labor Department, the former being the usual
agency. The personnel of the bureaus ranges from a
single director of rehabilitation, as in North Dakota, to
a score of highly trained persons, as in New York State,

Nature and Method of Rehabilitation

The particular plans of rehabilitation must necessarily
vary considerably from State to State, since some States
are largely agricultural, others industrial, Approximately
90 per cent of the rehabilitation cases in Pennsylvania,
and 70 per cent of thosein New Jersey, arise out of a dis-
ability resulting from industrial employment. In Min-
nesota, probably not more than 13 per cent of the reha-
bilitants may be classed as industrial cases. A plan which
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is found feasible in New Jersey or Massachusetts may
not be at all practicable in Iowa or Arkansas. The Fed-
eral Board recognizes these differences and encourages
each State to pursue the particular plan which seems most
reasonable in the light of special conditions,

Wisconsin makes considerable use of its vocational
schools, where between fifty and sixty different kinds of
craft work are taught. Virginia has divided the State
into a number of orthopedlc centers, and through the
help of these clinics is carrying on its program. lowa is
taking advantage of its numerous institutions of higher
learning to retrain its cripples. Still other States, such as
New York and Ohio, make use of social agencies.® The
States generally work through correspondence courses,
tutorial classes, commercial and Y.M.C.A. achools, shop
training groups, and any other agency which appears
feasible.

The law defines rebabilitation as the fendering of a
physically ‘handicapped person fit to engage in a re-
munerative occupation. The goal is to adapt such per-
sons by special training, advice, and assistance, to an oc-
cupation in which they may find employment. Dr. R. M. .
Little, Director of Rehabilitation in New York State,
says: ‘There is nothing magical, there is nothing miracu-
lous, there is nothing omniscient in this new rehabilita-
tion service; at best, all it can do is to bring to the aid of
the disabled man the scientific and common sense re-
sources of the community and the State by which, per-
haps, he can be restored.’' .

Rehabilitation should never be regarded as the har-
binger of a new birth for the aged, decrepit, and hope-
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lessly crippled. Its most fertile field will always be found
among those persons who have not reached an advanced
age, as is evidenced by the fact that most of the rehabil-
itants are between 20 and 35 years of age. This does not
mean, of course, that 3 man who is disabled at 50 cannot
be retrained, but rather that his chances are considerably
less than those enjoyed by a younger man,

Whether the trainee be young or old, the work of main-
taining his morale, which is second to none of the aims of a
sound training program, should begin, if possible, at the
time the disability occurs. This does not mean that the
trainee should be coddled along, searching for the myth-
ical ‘pot of gold at the rainbow’s end.” It does mean,
however, that he should be made to feel that he bhas a
chance to be useful again, and that the possibility of his
being so depends upon his own efforts, previous training,
and education, as much as, and probably more than, it
does upon the type of rehabilitation service available,
A flexible organization, with an opportuaistic approach
and, if necessary, a paternalistic attitude, is essential for
obtaining results from a rehabilitation program. Field
workers and supervisors in this work continually assume
duties which ordinarily would not appear to be in their
field at all. Compensation adjustments must sometimes
be made, lump sum payments secured, property bought
and sald, business projects started ; and occasionally, even
domestic dificulties must be adjusted. Financial assist-
ance, legal advice, medical attention, friendly counsel,
and community standing are often necessary if the
trainee is to be returned to employment. To analyze the
individual in order to determine his education, experience,
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ambitions, likes, and dislikes, to outline a plan of reha-
bilitation, and to keep the trainee working steadily on the
plan, are some of the problems facing the rehabilitation
worker.

Finally, the trainee must be placed in suitable employ-
ment, where he may demonstrate his ability to discharge
his duties satisfactorily, as well as to receive remunerative
return. There are two things to consider in this connec-
tion. They are: first, the desires of the person who is to
pursue training; and, second, the possibilities for employ«
-ment in the trainee’s community. To persuade a lad with
a fourth grade education, who has lost his limbs in a
mining disaster, that it would be inadvisable for him to
study to become an electrical engineer, or perhaps a
lawyer, may result in the temporary discouragement of
the youth; but, if wisely presented, it should lead the
would-be rehabilitant to realize the advisability of train-
ing for the thing which he can do, and in which his com-
munity can guarantee him employment. In short, re«
habilitation is primarily a case-work proposition,

Scope of Rehabilitation

In order to determine whether a system of civilian
rehabilitation under Federal supervision is one of merit,
some standard must be used as a basis for judgment.
Shall the success or failure of this experiment in the con-
servation of human productive power be judged by the
proportion of persons rehabilitated to the total number
disabled? Shall it be a comparison of the funds expended
with the earning power conserved? Shall it be on the
basis of the rate of progress, as to both numbers rehabil-
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itated and the cost thereof? Or shall some other test be
employed? :

It would seem that none of the above considerations
alone is sufficiently inclusive for our purpose. The value
of rebabilitation must be judged by its past accomplish-
ments and possible future achievements, by its underly-
ing principlea, and by the many improvements wrought
by experience.

The Federal Vocational Rehabxhtatmn Act has not
enabled all or even a majority of disabled persons to
occupy remunerative positions. The Director of the
Federal Board for Vocativnal Education has estimated
that there are some 225,000 persons permanently dis-
abled in the United States annually, and that of this
-number about 112,000 are handicapped vocationally.
Making deductions for unusual disability, old age, and
other detracting circumstances, the Director has arrived
at a total of some 84,000 possible cases for rehabilitation
in the United States annually.? Various estimates have
been made of the ratios of persons rehabilitated to those
eligible, and these estimates range from 1 to § per cent.®

A study of the records of those industrial and civilian
injury cases which, because of their nature, would seem
to require rehabilitation assistance, would probably lead
to the conclusion that the rehabilitation bureaus have not
neglected any large number of persons who wanted as-
sistance and could be trained.* Unquestionably, there
are possibilities for improvements in some of the States,
but to bring them about will require more study and
more money.

Much work is being done by the State rehabilitation
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bureaus which is not registered in the records showing the
number of persons retrained or placed in suitable employ-
ment. Often some advice or assistance from a rehabilita-
tion worker, or the mere knowledge that the State would
help, has enabled a crippled person to take care of himself,
It can hardly be said that the average State bureau of
rehabilitation is inefficient. If the number of persons re-
trained is not as large as might be desired, the reasons are
often other than the inefficiency of the bureaus. A very
serious impediment is encountered in the fact that some
disabled persons are unwilling to submit to training.
Especially is this true in those States in which major at-
tention is given to public disease and congenital dis-
abilities, The members of this group are likely to be re-
tiring and diffident, and it takes considerable effort and
persuasion to induce them to take advantage of a re-
habilitation program. The States themselves sometimes
limit the scope of the work, not always through actual
legal restriction, but sometimes through the failure of the
administration to take cognizance of the needs of the re-
- habilitation bureau. The wording of the laws sometimes
precludes any extensive research, and renders satisfactory
compilation of information difficult, thereby tending to
check further extension of the service. Not all of the
States have discovered that numerous social agencies,
clubs, and fraternal organizations are usually willing to
cobperate, and that they provide a valuable supplement
to any rehabilitation staff. Then, too, the fact must not
be overlooked that if a State employs only one person to
assist its disabled citizens, the amount of the assistance
must necessarily be limited to the capacity of just one -
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person. If two, five, or ten persons are employed, the
amount of assistance can be ocorrespondingly increased.
The uitimate value of rehabilitation must be gauged by
the results obtained in view of the number of persons en-
gaged in the work and the amount of funds at their dis-
posal.

" ‘The State bureaus have been too modest claiming their
just deserts. Many times, after an individual has been
completely rehabilitated, he has no very definite idea as
to the identity of his benefactors. Unfortunately, the
laws are couched in terms beyond the comprehension of
the average person needing rehabilitation service, While
the essential thing is the retraining of handicapped per-
sons, ignorance of the fact that the Government is back
of much of the work carried on by other agencies has de-
tracted from the confidence of crippled persons in the
rehabilitation efforts of the State government and has
lessened public appreciation of the bureau's work.

The Federal Board has also been too modest about its
achievements. To gain national appreciation of rehabil-
- itation, 2 wider dissemination of knowledge on the sub-

ject seems necessary.™ The standard college and high
school texts may have something to say concerning work-
men's compensation and accident prevention, but the
number of texts that include any reference to the work of
rehabilitation is still very limited.»

Rehabilitation is Economically Justifiable
It is somewhat difficult to determine the financial gains

which may be attributed to rehabilitation. Only recently
has the Federal Government succeeded in getting the
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different States to keep records. In the Hearings before
the Subcommittee of House Committee on Appropria-
tions in charge of the Independent Offices Appropriation
Bil! for 1925, when the Federal Government was being
asked to renew its financial support for rehabilitation
work, the request was made that evidence be submitted
to show that, from a financial point of view, sums in.
vested in rehabilitation work were being wisely spent.™
Unfortunately, the amount of such information to be had
was very limited. The request, however, had the effect
of prompting some of the States to attempt to make a
pecuniary estimate of the value of their rehabilitation
services.

The data on the following pages represent one of these
attempts to estimate the value of such services to injured
people and to society at large. It is recognized that any
data attempting to link pecuniary values with education,
adaptability, and similar matters are liable to misinter-
pretation and are likely to be the subject of much con-
troversy. It is also admitted that the question under con-
sideration does not lend itself to mathematical exactness
and statistical niceties. Only the absence of any other’
method of measurement has led us into a pecuniary valu-
ation of rehabilitation.

The starting point of the inquiry as to the financial
gains of rehabilitation was a comparison of the economic
status of persons who had been rehabilitated with those
who had not been rehabilitated.’ In order to have com-
parative data, it was necessary to use industrial injury
cases, or employment cases, as they are termed by the
rehabilitation service, because data relative to non-
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rehabilitated eases in public, congenital, or disease cases
would have been difficult, if not impossible, to find. Of
the total number of cases considered in this connection,
350 had not been reached by the rehabilitation service,
while 350 bad been retrained. All of the injured persons
were male workers.

The cases were first divided into groups according to
the type of injury. It was found that the loss of earning
power of the rehabilitated cases was on the average 21
per cent (absolute) less than the non-rehabilitated cases.
For finger injuries only, the difference was as low as 16
per cent; for hand or arm injuries, 22 per cent; for foot on
leg injuries, 29 per cent.

In terms of average annual earnings, the rehabilitated
cases had a distinct advantage. Whereas the average
annual earnings of the non-rehabilitated cases amounted
to $828, those of the rehabilitated cases were $1128, a
difference of $300. For foot or leg injuries alone, the
difference was $421.

Do these figures give any proof that rehabilitation does
actually conserve earning power, or might it be argued
that there was something in the make-up of the 350
rehabilitated workers that enabled them to adapt them-
selves to a retraining program, while the other 350 persons
were so constituted, physically or mentally, or both, that
they would have profited little from efforts at rehabilita-
tion? Perhaps so, but let us continue the analysis a little
further before making a final decision,

Because of the tardy appearance of rehabilitation, 184
of the 350 rehabilitated persons had succeeded, without
rehabilitation, in getting jobs commensurate with their
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disabilities. Without this assistance, they were earning an
average annual wage of $876. After they were rehabili-
tated, their wage was found to be $1212, a difference of
$336. During this transition period, wages were not
rising, thereby precluding the possibility of attributing
any of this increase in earnings to rising incomes. Inas-
much as the only observable new factor in the lives of
these people was the rehabilitation effected, it seems rea-
sonable to attribute the increase in earnings to this
cause, ,

. During the first six years of its operation, the Ohio
Rehabilitation Burean rehabilitated 240 totally disabled
persons,” Through this assistance, 138 males were given
an average annual earning capacity of $829, and 36
females, $567, $775 being the average for all of the cases.
An increase in earning power from a few dollars, or no-
thing, to $775 per year is adequate proof of the value of
rehabilitation.

All of the data given so far are from Ohio cases. What
of the other States? The Federal Boards for Vocational
Education recently compléted a nation-wide study of
6400 rehabilitation cases.® Here is a summary of the
findings:

SxmLEp UwsELLEp
Average wage before disabled. .. ,...  $28.85 $19.71
Average wage after disabled......... 4.92 .15
Average wage in rehabilitation job. . . 26.61 22.10

Let us return to the 350 Ohio rehabilitated cases dis-
cussed earlier in the chapter. Are we now to assume that
the total average gains resulting from each rehabilitated
case are represented by the sum of $300? Were we to do
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this, we should fall into the same error as do those who,
in computing the value of a worker at any age, fail to take
into consideration his period of work expectancy. A
disabled person is not retrained for one year only. The
fruits of his training remain with him during the years in
which he is able to continue working. Of course, not all
rehabilitated persons continue in the position for which
they were trained. Some advance, while others retro-
grade, just as is true of normal persons. As rehabilitated
persons grow older, they lose some of their earning capac-
ity. But so do normal persons. It appears that the initial
relative advantage which the rehabilitant enjoys remains
with him during succeeding years.

The average age of the 350 rehabilitated cases was 29
years. Their average years of work expectancy would be
about 20 years.® If rehabilitation enabled each of these
persons to earn $300 more per year, it thus will enable
each of them to earn $6000 more during the next 20 years.
The total increase in earnings of the 350 persons would
amount to $2,100,000.*

The total amount: of money expended by the State and
Federal Governments in the training of these 350 cases
was $45,038.50, or an average of $128.71 for each case ™
On the basis of these figures, the cost of rehabilitation to
the governments concerned was only a little more than
2 per cent of the probable increased earning power during
the life of the rehabilitant. If the amount of assistance
received from civic organizations, principally for main-
tenance during the training periods, is added to the
government cost, the total expenditure would not exceed
6 per cent of the expected gain. Viewed from the money
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standpoint, this is a very high return on an investment
which, for non-pecuniary reasons alone, would be emi-
nently worth while.

Some of the histories of the rejuvenation of injured
persons read like fairy tales. To go over the records, to
visit the disabled worker, to let him happily tell what has
happened, gives to one a realization of achievement sel-
dom surpassed in man’s efforts to help his fellow men.
The history of a few cases taken from various States’
records may help to give the reader some idea of what
rehabilitation means to a disabled worker:

1. A man lost both hands above the wrist when they
were caught in a shredding machine. It seemed to
every one, except a rehabilitation supervisor, as if
his productive years had ceased. The disabled
workman was fitted with a pair of artificial arms
with hook attachments and given training to be-
come a stationary engineer. He succeeded, and
to-day is supporting his family unassisted by any
one'

2. Mr. A lost both of his legs. The amputations were
s0 high that it was impossible for him to wear
artificial limbs. Following this catastrophe, Mr, .
A lost his wife and was left a cripple with three
children to support. The rebabilitation service
found him just as arrangements were being made to
separate the children from the father. He was fitted
with stump pads and given training in furniture
:‘;ﬂmg and is now able to support himself and his

A congenital cripple was found at the age of 19 with
no eaming power whatever. An operation was per-
formed, an artificial limb provided, and a course in
business training given. This triple service re-

3
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sulted in this man’s filling a position with a businesg
house at an initial wage of $115 per month.

Workmen's Compensation and Rehabilitation should be
Coérdinated ’
Workmen’s compensation laws, at the time of their

passage, did not anticipate the development of rehabilita-

tion. Consequently, many of the present laws not only
fail to encourage retraining, but in some instances hinder
it. For instance, as some of the laws still read, a person
who loses one major member through an industrial ac-
cident is placed at a disadvantage in being rehired. The
employer knows that if a second major member is lost, he
will have a ‘ total disability”’ charged against him, which
will increase his insurance costs. This problem has been

successfully met in some States by the creation of a

second injury fund. In event of a second injury causing

total disability, the employer is charged only for the
second injury, the balance of the award coming from the
fund.»

Workmen’s compensation laws would be of greater
assistance to rehabilitation if they provided maintenance
funds during the training period. Compensation benefits
of from $15 to $20 per week are not sufficient if one has
any dependents to support. Various remedies have been
tried, The Wisconsin Workmen's Compensation Law
provides, in addition to the regular compensation, main-
tenance funds of $10 per week for a period of 20 weeks in
cases requiring training prior to reinstatement on the job.

The Oregon Workmen's Compensation Law, by pro-
viding living expenses for the trainee and his dependents,
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encourages injured persons to take training. An injured
single man receives, in addition to his regular compensa-
tion benefits, $30 a month as a maintenance fund; a
married man with only his wife to support, $55; 2 man,
wife, and one child, $60. Five dollars are allowed for each
additional child, but the total that may be received is $80,
To provide the necessary funds, the Industrial Accident
Comunission sets aside 234 per cent of its monthly incote.

In New Jersey the permanent total disability award
ceases after 400 weeks unless the worker shall have sub-
mitted to such rehabilitation as may have been ordered
by the rehabilitation commission of that State.

Rehabilitation has raised a new problem in disability
rating. The question now is whether the degree of dis.
ability caused by an injury should be determined defi-
nitely by workmen’s compensation officials at the time of
injury, or whether it should be rated after, the rehabilita-
tion bureau has trained the worker. '

Money is needed at once to reéstablish the injured
worker in employment. To get it, the rehabilitation
bureaus sometimes request that the injury be rated on
the expected degree of disability after rehabilitation.-
This is questionable procedure, as shown in the following
case:

A man had been so injured that the industrial commis-
sion regarded him a total disability. In his State, total
disability benefits continue for life, and since the man in
question was only 26 years of age, the total amount pay-
able might have been considerable. The rehabilitation
bureau petitioned the industrial commission to give the
man the maximum award allowable for permanent partial
disability (in place of the total disability award) and
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¢ommute the bi-weekly payments to a lump sum of
$3750, less interest. With this lump sum a down-pay-
ment was made on a hardware store, and the crippled
worker wasg established in business, He is succeeding
remarkably well, and in a short time will own the store
free of all indebtedness. Had he failed, he would not only
have lost compensation for life, but would have been
without a means of support. The rehabilitation bureau
should not be made to shoulder the entire burden.

Rehabilitation Depends upon Employer Cosperation

Unless a réhabilitated worker is self-employed, he must
rely upon an employer for work. Some employers do not
take their fair share of disabled persons. This is partly
because there is o way to compel them to do it, partly
because there is a belief that it does not pay to hire dis-
abled workers. That jt is possible to use crippled persons
to advantage is seen by the experience of one of our
greatest companies. The Ford Motor Company issued
instructions in 1914 that no one applying for work should
be rejected on account of his physical condition unless he
were found to be suffering from a contagious disease which
might endanger the health of his fellow employees. The
rule was still in force in 1919. During those five years the
company had not experienced any loss in efficiency, al-
though it employed large numbers of disabled workmen.
In 1918, when the average number of employees was
33,000, there were 9563 substandard workers. Of this
number, 123 were minus a hand or an arm, 234 had had
one foot or leg amputated, 207 were blind in one eye, 4
were blind in both eyes, a few were even working without
hands, and still others were without legs. Ford employees
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at that time were minus 1031 of their allotted number of
fingers or thumbs. A careful survey of the Ford plants
showed that 14,000 jobs might be occupied by persons
disabled in varying degrees. There remained only the
problem of adjusting the job to the man,»

The Administration of Rehabilitation is Important to its
Success

What is the proper agency for administering rehabilita-
tion? In industrial cases, a strong argument can be made
for having rehabilitation closely afhliated with workmen’s
compensation. In some States in which the department
of labor is the supervising agency, however, the tendency
is to retrain industrial injury cases and neglect others.
Certainly there are no fewer public, disease, and con-
genital cases in the latter groups of States than in the
former. Regardless of the department under which re-
training is directed, the danger that some types of dis-
ability cases will receive undue attention at the expense
of other types is always present,

If rehabilitation and workmen’s compensation activ-
ities can be closely cobrdinated, it does not make much
difference to what board or official the rehabilitation
bureau is responsible. Some States seem to be getting
along very well by having the rehabilitation service func-
tion as a division of the department of education. The
success of such an arrangement, in so far as industrial
cripples are concerned, depends upon the plan of co-
operation between those administering the workmen’s
compensation law and those responsible for providing
rehabilitation services. The working agreement between
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these two agencies in the State of Minnesota is a good
example of what may be done coGperatively. The agree-
ment read in part:

“The department of labor and industries agrees to ad-
vise the division of reéducation and placement promptly
of all cases of persons coming to its knowledge who have
suffered injuries entailing impairment. The department
also agrees to provide the division of reéducation and
placement transcripts of such information in compensa-
tion records as may be requested. The department fur-
ther agrees to make through the members of its staff any
investigation requested by the division of reéducation
and placement and distribute such printed matter,

‘ee.. The board [for vocational education] agrees to -
permit members of the staff of reéducation and place~
ment to make investigations requested by the depart-
ment of labor and industries ... the board further agrees
that the division of reéducation and placement shall
keep such records and supply such information relative
to disabled persons as the department of labor and in-
dustries may desire.’

Conclusion.

Rehabilitation has demonstrated its usefulness in deal-
ing with the industrial injury problem. Any standard of
measurement used so far reveals that it has helped dis-
abled persons to earn a better living than otherwise would
be possible. More than 40,000 persons have been rehabil-
itated in the United States since 1920, They are to be
found in over 600 different occupations. Workmen's
compensation laws need revising to enable them to assist
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the rehabilitation movement. The scope of rehabilitation
can be extended by the expenditure of more money and
the employment of more workers. Just how the money
should be spent and what the workers should do depend
upon a better knowledge of all phases of retraining — in
short, upon more research.



CHAPTER XI
COMPENSATION BENEFITS AND DEPENDENCY

TuEe harmful effects of industrial injuries are not confined
to the people who are injured. The majority of injured
workers have persons either wholly or partly dependent
upon them for support. These wives, children, or aged
parents may be divided into two general classes, accord-
ing to the cause of their dependency — either the death
or disability of the wage-earner.

Death Benefits are Inadequate

‘There are a few scattered and unusual cases in which
the dependents of a workman have succeeded in getting
along better after his death than before, but the burden
of proof is upon those who contend that the loss of the
breadwinner is anything but the beginning of additional
hardship for the widow and children, and a grave mis-
fortune to the community. Nowhere are death benefits
as large as the expected future earnings of the deceased
worker, less the amount of his maintenance had he lived.
It is evident that if the total death benefit amounts to
only about three times annual earnings, which is the
usual case, there must of necessity be a decrease in the
family income, unless other members take the place of
the former provider, or outside aid of some sort is forth-
coming.

The thinking underlying the payment of death benefits
has been influenced by a philosophy concerning the pre-
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eminence of private property rights. When property
values are placed first, all other values, including that of
human life, must of necessity command lesser importance.
Reduced to its simplest form, the matter of paying ade-
quate death benefits amounts to the question of whether
a relatively few widows and children on one side, or in-
dustry on the other, are better able tostand the financial
burden of industrial deaths. The answer to this query
ought to be quite clear. Just as the widow generally can.
not assume the loss without adverse consequences to het-
self and to her dependents, just so industry can and should
assume the burden; not a part of it, but all of it. Isitnot
true that, in any factory, a damaged machine will be re~
paired or replaced, unless it is no longer needed? Is it not
likewise true that State agencies, in regulating public util-
ities, should and do allow for replacement of equipment in
the rates fixed? Society seems to be able to compute fairly
well the depreciation costs of a machine, or the value of a
mile of railway track, but it has not yet versed itself in
computing the value of a worker. As a former chairman
of the California Industrial Commission put it:* *There is
a pronounced failure to realize the value and importance:
of human life. In the hustle and bustle of business its loss
is taken for granted, and totally inadequate steps are
taken for its preservation as a rule. A shrug of the shoul-
der, solicitude at funeral time, and then forgetfulness of
those facing a dark future constitute the three main
factors in a partial picture of an industrial death.’
Provision for dealing with the dependents in industrial
fatalities can be divided into two general groups, depend-
ing upon the method of paying benefits. There are those



34 IS IT SAFE TO WORK?

countries which allow the payment of a lump sum to de-
pendents, or a cash payment in full, and then those which
require the benefits to be paid in the form of a pension.
The former group, of which the chief representative is
Great Britain, includes such countries as Italy, Japan,
New Zealand, Australia Commonwealth and States,
Spain, and Brazil.* The principal countries which follow
the pension system of distributing death benefits are
France, Germany, Hungary, Finland, Austria, Rou-
mania, Poland, and Sweden.* In Europe generally, the
pension is becoming the favorite method of paying bene-
fits, as evidenced by the following statement from one of
the reports of the International Labour Office:4

‘Half a century ago the payment in the form of a lump
sum was the general rule; the private companies preferred
this system because it enabled their financial obligations
on account of claims to be determined quickly, precisely
and finally, and their liability to be liquidated at a min-
imum of administrative expense.

‘Workmen’s compensation legislation bas introduced
the pension step by step, at first as a secondary mode of
payment alternative to the lump sum, then as the prin-
cipal form of compensation, with a greater or smaller
faculty of commutation for a Iump sum, and at least in
certain countries as the sole form of payment.’

The total amount of compensation for fatal injuries
depends upon the earnings of the deceased, and is ex-
pressed either as a fraction or as a multiple of the basic
wage. In Germany, for example, the wife of a deceased
worker iz entitled to a pension equal to 20 per cent of
annual earnings before death, plus an additional zo per
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cent for each child, but the total sum that can be re-
ceived ia limited to 60 per cent of annual earnings up to
1800 marks {$429) and 20 per cent of the portion of
annual earnings in excess of 1800 marks. If the pensions
of the wife (husband, if the deceased wife has supported
the family) and childrea do not exhaust the total allow-
able pension, other relatives may share the remainder,
up to 20 per cent of annual earnings, in the following order
of precedence: parents, grandparents, grandchildren.

The English system follows the family allowance plan.
If any total dependents are left, such as a wife, parents,
grandparents, or sister, the amount of compensation is
limited to 300 pounds ($1460), the judge in charge mak-
ing the division. If any dependent children under 15
years are left, a maximum additional 300 pounds are
available. The amount going to each child is found by’
taking 15 per cent of the product of the average weekly
earnings of the deceased and the number of weeks which
will elapse between death of the parent and the child's
fifteenth birthday, average weekly earnings considered
as being not more than 2 pounds nor less than 1 pound.

Various kinds of limitations apply to death benefits.
In Denmark, the total amount is limited to five times
the annual basic wage, Italy limits the annual pension
to 30,000 lire ($1578). In France, the maximum death
award is 60 per cent of annual earnings up to 4500 francs
($176), plus 15 per cent of that portion of annual earnings
between 4500 and 15,000 francs ($585), plus 734 per cent
of annual earnings in excess of 15,000 francs.

Probably both Great Britain and Germany, at the in-
ception of their laws, proceeded on the general assump-
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tion that death benefits should be an insurance against
that type of emergency. In Great Britain especially,
it seems to have been taken for granted that if an em-
ployer had insured his employees to an amount equal to
that for which a prudent employee would have insured
his own life, but little more could be expected. In Ger-
many, there existed probably much the same idea, except
that in that country it was decided that a wiser use of the
compensation might be made if it were distributed over a
period of time. Experience has conclusively shown that
workmen, as a class, cannot be relied upon to protect
themselves adequately against future contingencies. It
is a patent fact that the average workman carries very
little life or accident insurance, often because his income
ia too small to pay premiums. In a study of 10,000 widely
distributed and representative families, the United States
Department of Labor found tbat the average annual
premium paid for accident and health insurance by
workers was only $2.74, and that average annual benefits
therefrom amounted to only $1.5 In certain junisdictions
of New York State, it was found that only 13 per cent of
the persons killed in industrial accidents carried insur-
ance of $1000 or more.! In a study of 1000 consecutive
cases, at the time group life insurance awards were macde
because of the death of the insured, it was found that:?

346 left no estate in the form of quick assets,
300 left less than $500 each.
139 left from $500 to $999.
127 left from $1000 to $1999.
62 left from $2000 to $4999
- 26 left $5000 and over.
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Because of this situation, many persons have argued that,
since a worker does not carry insurance for himself and
has made no other provision for meeting emergencies, the
employer should not be obligated to do so. It is no credit
to a workman that he does not carry insurance provided
he is able to do so, but the way to correct this difficulty is
certainly not to withhold from the dependents of a killed
man a sum which should take the place of what might
have been earned in future wages if the man had not been
the victim of a fatal industrial accident.

Perhaps the Belgian plan is more nearly a satisfactory
method of bandling death cases than any other to be
found in foreign countries. The only objection to this
system is the amall amount paid — only 30 per cent of the
wages. Under the Belgian plan, there is collected from
the employer at the time of the death of an employee, in
a lump sum, an amount equal to the present worth of an
annuity yielding 30 per cent of the wages of the deceased
employee, calculated on the basis of the age at the time of
death. For instance, the death benefits in the case of a
Belgian 30 years of age, earning in American money $4
per day, would amount, in a lump sum, to $7059.60; if the
age were 60 years, the benefit would amount to only
$3970.80. This is, generally speaking, as it should be.
The young widow, with more dependent children than
the widow at 60, will have a longer period of years during
which she must support her family. However, it is true
that an elderly widow is less able to earn her own living
than is a younger woman,

In the United States, death benefits are limited by
various restrictions. Minnesota, for example, limits the
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weekly payment to $20; the total award to §7500. If a
woman at the age of 30 loses ber husband in an industrial
accident, the maximum weekly award which she can re-
ceive would be discontinued before she became 38 years
of age. If she had several children under 6 years of age
when she drew the first payment, none would be able to
care for itself when compensation expired; and if any of
the children were still very young at the time of their
father’s death, they would not be self-supporting for some
years after all compensation payments had ceased.,

The New York law, in many respects the most liberal
Iaw of its kind in the world, pays the widow 30 per cent
of her deceased husband’s wages for life, or until remar-
riage. Ten per cent (absolute) additional is allowed for
each dependent child, but the total to all dependents
may not exceed 6634 per cent of wages. The maximum
monthly basic wage on which the death award is based is
$150.

The State of Washington allows $35 per month to a
widow or invalid widower, $12.50 for one child, $7.50 for
the next youngest, and $5 for each additional child under
16 years of age. Thus, if a widow were left with a large
family and if the husband had not been receiving a very
high wage at the time of his death, his dependents would
fare better under the Washington law than under the
New York law.

Pennsylvania limits the death benefit to from 15 to 65
per cent of wages for 300 weeks, but not more than $15 is
given in any one week., The important question in this
State is: What will happen to a family after the 300 weeks
have passed? Certainly no one can expect that any, or at



COMPENSATION AND DEPENDENCE 139

least any appreciable amount, of the benefit payments
could be saved during the first 300 weeks. Nor is this
period long enough, in many instances, to bring about
any considerable change in the earming status of the
family. Ohio prolongs the payments for two years and
.more beyond the time limit in Pennsylvania, gives 6634
per cent of average weekly wages, and limits the maxi.
mum to $18.75 per week. New Jersey’s maximum per-
centage of wages is 60, the maximum weekly payment is
$20, and the total period over which payments run is
limited to 300 weeks. California pays 65 per cent of
wages up to three years' annnal earnings, but then limits
the total amount of the award to $5000. Colorado pays
60 per cent of wages for 312 weeks, but partly nullifies the
award by a weekly maximum of only $12.

One of the most unique plans for paying death benefits,
and at the same time one that is misleading, is that of
Wisconsin. One section of the law states that the death
award going to the widow shall be equal to 65 per cent of
wages, the total to equal four years’ earnings; the maxi-
mum yearly earnings to be $1500, and the maximum
weekly benefits to be $19.50. Assuming a wage of $30 per
week, the death benefit normally would be $6000.

Another section of the law ® states that the death bene-
fit ‘shall not exceed the maximum amount which might
have accrued to him [the deceased] for permanent total
disability if death had not ensued.” Now a workman in
Wisconsin who is totally disabled at the age of 30, or un-
der, may receive total disability benefits of not more than
$10.50 per week, and for not more than 1000 weeks. In
other words, he may receive benefits totaling $19,500.
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Since this sum id $13,500 in excess of the maximum death
award to the widow, the question arises as to how the
total disability award could ever serve as a maximum for
death benefits, This can be explained only in terms of an
additional provision in the law.

The provision in question provides that the number of
weeks during which total disability benefits are paid de-
¢reases from a maximum of 1000 weeks at age 30 to a
minimum of 280 weeks at age 70. The total disabil-
ity award also decreases, and at the advanced age of
70 years the total disability award is limited to $5460
(280 X $19.50). The maximum death benefit going to the
widow whose husband has been killed in industry is thus
not $6000 but $5460, Only at the higher ages, then, does

, the total disability award limit the amount of the death
‘award.

The sum of $6000 does not always constitute the total
death benefits in Wisconsin, If the deceased leaves a
child one year of age, or under, or an incapacitated child
under 18 years of age, the death benefits are increased
by $1500, provided maximum weekly benefits obtain; for
additional dependent children, the award is increased by
one fifteenth part of annual earnings (maximum $1500)
for each successor’s yearly age up to 15 years. The maxi-
mum total death award going to a widow and dependent
children thus depends upon the size of weekly benefits
payable to the mother, and the number and age of the
dependent children.,

Inadequate Death Benefita Cause Serious Problems
“That the present rate of compensation for death bene-
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fits fails to meet the needs of the usual dependents, few
persons familiar with the subject would deny. Just
wherein the benefits fall short may not be so generally
recognized. The Industrial Commission of California had
available by 1920 information covering 674 cases of de-
pendency due to industrial fatalities,* In 1925 ninety-six
similar cases were studied in Ohio. Although %70 cases
are not as many as might be desired, they are probably
representative of the problems which arise from inade-
quate compensation. The results of the analyses of the
combined studies were:

(1) Fifty-seven per tent of the dependent children at
the time of the death of the family wage-earner were
not aver 10 years of age. In most cases these
children would not be self-supporting when death
benefits ceased.

(2) Nineteen per cent of the wives were 50 years of age,
or over, when they became widows.

(3) Twenty-six per cent of the widows would be over 50
years of age at the time their compensation expired.

(4) A fraction over 25 per cent more women were doing
outside work after their busbands’ deaths than be-
fore, of which number only about 13 per cent had
previously done any outside work.

(5) There was a decrease of 27.1 per cent in the num-
ber of families carrying on a separate family life.
Children were scattered in orphanages, boarded out
by public agencies, sent to live, often unwelcomed,
in the families of relatives; or were adopted by
strangers.

(6) Before the death of the family supporter, 4.2 per
cent of the families were keepmg roomers or
boarders; at the time of investigation, 20.3 per cent
were keepmg roomers or boarders, ‘
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(7) Before the death of the family supporter, only 1.5
per cent of the families were dependent upon
charity, private or public; when investigated, this
aumber had increased to 17.6 per cent.

(8) The death of the wage-earner, even though compen-
sation benefits be paid, has usually been followed
by a decided lowering of the standard of family
living and, probably in about one third of the cases,
has subjected the survivors to genuine hardships,
or to dependence, in whole or in part, upon some
type of public or private charity.

Several actual cases may be cited which plainly il-
lustrate the utter inadequacy of the present system of
paying death benefits:

(1) A man of 65 had descended the industrial ladder by
reason of ill health and advancing years, until he
was glad enough to take a job at low wages as flag-
man at a point on a city street where an interurban
electric line crossed. While he was flagging a train,
a heedless driver of an automobile ran over him and
injured him so that he died. His widow had been
2 home maker and not an earner of wages, and her
health was far from good. If she survives the four
and a half years of the continuance of her death
benefit, as she may by a decade, she must become a
pensioner of public or private charity.™

(2) A man 38 years of age, earning about $50 per week

"at a job requiring more ‘brawn than brain’ was
killed. He left a widow and eight children, the
eldest being 12 years of age and the youngest 7
months. The widow had no idea how she might
supplement the death award of $15 per week.
When questioned about the future she just wrung
her hands and cried, ‘What will I do?* =
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Most persons find it difficult to visualize the uncertain
needs of the future, and even when they are able to do so,
the margin between eamnings and necessary expenditures
is usually not adequate to permit the saving of a sum
sufficient for that ‘rainy day’ which may, after all, never
come, although usually it does. Wages are generally so
small that many persons find themselves unable to save,
and certainly the average man who is killed at 40, or
younger, has not had an opportunity to save enough to
supplement the death award for the next 30 or 40 years.
Life insurance in proper amounts would meet the situa-
tion, but it, like savings accounts, has been neglected,

Industry Should be Held Responsible

The heart of the compensation problem is not a ques-
tion of ways and means of supporting children and
widows, although that is important and is the ultimate
goal. The essence of the problem is whether industry, in
taking the life of a wage-earner, is to be made to pay the
debt which it owes to the dependents, The State assumes
the protection of its members; it is supposed to care for
those persons unable to care for themselves. The State
permits individual business men to enter into production
enterprises for private gain, For the purpose of securing
this gain, industry uses the citizens of the State.

Every capable workman is an asset to the common-
wealth, Without him there would be no wealth, common
or otherwise; nor would there be a commonwealth.
When industry needs a man, it says to the State: ‘I need
one of your constituents; for his services I will pay a rent
(wage). 1shall never own him because he belongs to you.'



144 " IS IT SAFE TO WORK?

Now what industry has not said is that, in case the man
cannot be returned in good condition, the State will be
compensated for his loss, That is exactly what would be
said, or at least implied, if we were talkmg about a
machine tnstead of a man.

If a citizen is killed while serving industry, all of his
future work capacity is lost. Since industyy §s responsible
for his loss, it must make a payment; but how much? The
answer to this question is the eame which mueat be given if
the machine which Y owns is destroyed while in the cus-
tody of X. X must give Y an amount equal to the value
of the machine, which would be obtained by capitaliz-
ing the earnings of the machine, considering such factors
as depreciation, cost of upkeep, rate of interest, and so
forth. A workman at any particular age has a money
value, which is that sum of money, together with interest,
which would be sufficient to pay the worker’s wages dur-
ing the expectancy of productive life.

Statisticians of the Metropolitan Life Insurance Com-
pany have estimated that a workman 21 years of age
whose earnings eventually will amount to $2500 per
annum has a present gross value of $43,398. At age 50
his value would be less, because his period of life ex-
pectancy (and hence work expectancy) would be less. If
industry were forced to pay such a sum in death benefits,
it probably could do so. It would only mean that some
persons would have relatively less purchasing power,
while other persons would have relatively more purchas-
ing power.

An adequate death benefit, however, would not need
to be nearly so large as the sum just given. The requisite
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amount would vary, of course, with the number and
status of dependents. Children eventually are able to
support themselves, unless they are disabled; wives, if
they are not too old, are generally able to earn something,
although sometimes only at considerable sacrifice. The
capitalized value of a worker is based upon his full earn-~
ings, but after a worker is dead, he no longer needs to eat,
be clothed, and so forth; in short, his expenses absolutely
cease. The present worth of future personal expenses of
the worker 21 years of age amounts to $12,580, leaving
only $30,818 as representative of the present worth of
(net) future earnings.

It is rather difficult to determine what portion of the
annual income is consumed by the adult male of the
family. The following data obtained by the United
States Bureau of Labor Statistics show the ratio of food
consumed by different members of a family: *

Foop Com

SUMPFLION
Adultmale........oicvvnninnenns 1.00
Adult female. ... vsvevinniacnran. . 0.90
Child 1114 VEATS. o« v cvuvinverase 0,50
Child 7-10 years, .c.cevvveareisene. 0.75
Child 4-6 years, ........ Purerarres 0.40
Child 2z years and nnder. ., .. .0000. . 0.15

1f the above ratios are added, the total is 4.10 units for a
family of six. Slightly less than 25 per cent of the ex-
penditure for food thus went for the adult male, Pro-
fessor Paul Douglas points cut ™ that while families of
all classes now average nearer four members than five,
the average working-class family includes not far from
five members, It is this latter type of family with which
we are here interested,
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In a family with no children, the male consumes prob-
ably 55 per cent of the total income. Professor Horace
Secrist found, for example, that in the restaurants of
Evanston, Illinois, women spent only 86.8 per cent as
much for food as did men. Figures obtained for relative
expenditures in the mill villages of South Carolina virtu-
ally tally with the restaurant data.

‘Still other studies indicate that the larger the number of
children in the family, the smaller the percentage of total
income that will be spent by each of the parents. How-
ever, thereare qualifying factors which must be recognized
in an attempt to stipulate just bow large the death award
shall be in any particular instance. It appears that the
following constituent parts would have to be taken into
consideration:

(1) There should be a sum for funeral expenses which
will approximately meet the cost of a decent ordi-
nary funeral. At the present level of prices, the
usual amount provided ($100 or $150) isinadequate,
The average cost of an aduit funeral in the average
workingman's family in 1925 was estimated as
being approximately $300.

(2) Incomes should be provided (e) for each widow as

long as she lives; or until she remarries, in which
event, she should be given a lump sum payment
equal to one year's compensation; () for each
‘dependent child, until it reaches the age of 18
years; or if the child be disabled in any way, its in-
come should continue for the period of such dis-
ability; (¢) for such other persons as have been
dependent upon the wage-earner,

(3) The amount going to a widow with no children
should be not less than 50 per cent of her deceased



COMPENSATION AND DEPENDENCE 147

husband's wages. The woman, as a member of a
family, spends less than does her husband; but for
a woman alone, if she is to maintain her customary
standard of living, more than half of the former in-
come will probably be required, because the ex-
penses of a family are subject to decreasing costs.
Light, heat, supplies, rent, and so forth, can hardly
be cut in half. But since it is assumed that some
widows, principally those in the younger age groups,
wiil be able to earn something, at least for a while,
half of the family’s former income ought to meet
reasonable needs, but less than that amount is
likely to work some hardship in many cases.

{4) The amount going to a widow with one child should
be 60 per cent of her deceased husband's wages; to
a widow with two children, 70 per cent; to a widow
with three children, 75 per cent; to a widow with
more than three children, 8o per cent. By allowing
as much as 80 per cent of former earnings to a
widow with four or more children, only 20 per cent
is allowed for the expenditures which would have
been made for the husband had he lived. This is
very small, but it should be kept in mind that the
average man's earnings cannot be represented by
the size of the pay check. He does extra work -
around the home, in addition to his regular tasks,
which, in his absence, will call for the hiring of some
outside assistance.

{3) In determining the average weekly wages on which
to base the award, due recognition should be taken
of the fact that, if the worker was young at the
time of his death, his wages, had he lived, would
have increased as he gained more experience.
Also, it should be clear that the percentages sug-
gested above are absolute and should not be miti-
gated by weekly or monthly maximums,
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(6) Whenever it is possible for a widow to do outside
work, she should be given the proper training for
such tasks. The same applies to any member
of the family who is required to help support the
other members. A sufficient sum of money should
be made available to make this possible,

Permanent Total Disability Benefits Should be Larger
than Death Benefits

A worker isconsidered permanently and totally disabled
when he is so incapacitated as to be unable to pursue
ordinary gainful employment. An individual minus both
legs might still be able to do certain kinds of work, but
from the standpoint of a compensation system with its
benefit payments, such an individual is considered not
only permanently, but totally disabled, as well. While
the term ‘total disability’ usually applies to a workman
who has lost the use of both arms, both legs, or both eyes,
or perhaps an arm and a leg, many total disabilities are
due to the fracture or dislocation of vertebra and to
fracture of the skull.

In countries other than the United States, the amount
of compensation for permanent total incapacity is a
fraction of the basic wage or a multiple thereof, according
to whether the compensation is paid as a pension or a
lump sum. Thus, in Germany and France, it is 66 per
cent of the basic wage; in Italy, it is six times annual
earnings. In every country there is some sort of a maxi-
mum placed upon the total compensation.

In the United States, the various State laws follow the
European precedent of imposing some kind of limitation
upon the amount of compensation paid for total incapac-
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ity. As previously noted, 19 States pay a limited award
during the life of disabled persons. The remaining States
limit the amount by prescribing maximum periods during
which payments shall continue, such as 520 weeks in
Connecticut; or by limiting the total number of dollars
which may be paid, as $8000 in Wyoming; or by imposing
both a weekly and dollar limitation, as 500 weeks and
$6500 in Pennsylvania.

A greater injustice is usually done to a totally disabled
worker and his family than to the family of a worker who
has been killed. Suppose an employee in Massachusetts
30 years of age, earning $40 per week, is totally disabled
by an industrial accident. He would be paid 6633 of his
average weekly wages for a period of 500 weeks. Instead
of $26.67, however, he receives only $18, the maximum
weekly award. This is 45 per cent rather than 6635 per
cent of his actual wages. The next thought is that this
man's award would be $18 per week for 500 weeks; but
such is not the case, because $18 per week for 500 weeks
would make a total of $9000, and the law imposes a
maximum of $4500. This amounts to saying that, while
the compensation is technically supposed to continue for-
500 weeks, it actually continues for only 250 weeks, This
means that before the man reaches the age of 35 all com.-
pensation ceases, and he and his family are left totally
unaided. If the injured person had been under the juris-
diction of the workmen’s compensation law of New York
State, the weekly award would bave been $25, because
this sum represents the maximum weekly payment in
that State. But this payment, while it represents only
6214 per cent of the former wage, continues for life in
New York, as it should in every State.
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“The prevailing reasoning underlying the payment of
permanent total disability benefits is faulty in many re~
spects, but particularly because it overlooks the fact that
a different problem exists in the case of a person totally
disabled than in the case of a dead person. Total dis-
ability benefits should be larger than death benefits be-
cause, first, the totally disabled persons, as well as the
dependents, must be cared for; and, second, this care
may involve expenses in excess of ordinary living costs.
A man who has been made totally blind may be more
than a 100 per cent disability as far as his family is con-
cerned, because some one may have to be occupied, for a
time at least, in taking care of him.

The amount of total disability benefits depends upon
" the provisions of workmen's compensation laws. It does
not follow, however, that the basis of such awards cannot
be put upon a rational foundation. The essential factors
to be considered in laying such a basis are the following:

(1) That a permanent total disability continues for life
and should carry compensation for life,

(2) That a totally disabled person’s income ceases
absolutely, and if the family’s standard of living is
to be maintained, the award should be large enough
to make the customary standard possible.

(3) That whenever a totally disabled worker dies and
leaves dependents (that is, wife, children under 18
years of age, parents, and so forth), the award
should continue during the period of dependency
of these persons, but should be reduced by an
amount commensurate with the cost of keeping the
deceased, had he lived.

(4) That the average weekly wage on which the award
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is to be based should be computed with a view
to what future earnings would have been, had the
injury not occurred. )

(5) That whenever it seerns feasible, the injured man,
and in some cases his wife, should be trained for
tasks which they ¢an do, but their efforts in this
direction should not be penalized by a reduction in
the amount of the award.

Having attempted to show that the real financial losses
resulting from industrial fatalities and disabling injuries
are greatly in excess of the amounts represented by the
size of benefits now being paid, we are ready to return to
the problem of accidents with a due appreciation of its
importance. The following chapter will be devoted to a
discussion of eliminating accident hazards in industry.

Conclusion

- The problems of industrial injury dependency are due
mainly to inadequate benefits, Not only are injury bene-
fits much less than the expected future earnings of the
workers involved, but they are not determined with the
view of meeting particular circumstances; they too often
ignore the number and status of dependents. Many
things are responsible for this situation, but the principal
one is the failure to recognize the economic value of a
worker. This fact has an important bearing upon the ac-
cident prevention problem.
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INATING INJURY HAZARDS IN INDUSTRY

Can all industrial injuries be prevented? Certainly not.
Can the larger part be prevented? Perhaps so, if society
is willing to pay a sufficient price. In Safety Bulletin 8 of
the United States Steel Corporation, is found this signif-
icant statement: ‘In carefully analyzing the causes of 100
accidents it will be found that at least 9o of them might
have been prevented if a little more care had been ex-
ercised.’

The Committee on Elimination of Waste in Industry of
the Federated American Engineering Societies came to
the conclusion that: * ‘ Experience indicates, and authori-
ties agree, that 75 per cent of this loss [accidents] could
be avoided. This would mean a saving of a quarter of a
billion dollars yearly to employers, and a saving of half
a billion dollars yearly to employees.’

That this view is shared by English authorities is
shown by the following statement:* ‘That its work
[accident prevention] is profoundly necessary, and the
field for it large, is shown by the fact that Mr. Gerald Bell-
house, His Majesty's Chief Inspector of Factories and.
Workshops, states that 75 per cent of the accidents which
occur, could, with reasonable precaution, be avoided.’

Can these and numerous other authorities all be wrong?
Do the data given in Chapter I prove that, because acci-
dent rates in genersl are not being reduced, it is impos-
sible to make industry more safe? Indeed, no! Let us
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examine the records of some of the companies which have
gone a long way in conquering the accident problem,

The United States Steel Corporation from 1906 to 1928
reduced its serious accident rate by more than 64 per
cent, thereby saving 58,000 employees from serious in-
jury. Although the expenses were very great, the com-
pany readily admitted that its safety program saved
$1,000,000 annually.

In a single year, the Oliver Iron Mining Company, a
division of the United States Steel Corporation, reduced
its accident rate 73 per cent. In the same length of time,
the Bethlehem plant of the Bethlehem Steel Company
reduced the number of days lost per worker because of
industrial accidents 65 per cent.* The Clark Thread
Company, employing 5000 persons, operated 268 con-
secutive days without the occurrence of a single industrial
injury. The Westinghouse Company of Pittsburgh oper-
ated 59 years with only 12 fatal accidents, The Fuze Di-
vision of the Du Pont Company accumulated 381,300
man-days without an accident, and operated for seven
years with only one lost-time accident. '

Other notable records have been achieved in the field
of transportation. For the year 1924, the Union Pacific
Railway system won the Harriman Gold Memorial Medal
for safety — one of the most coveted of trophies. In that
year the ‘U.P,’ operated four complete roads with a total
of more than 53 million run miles, and had a casualty list
of only 4 fatal and 12 non-fatal injuries.* This company
Again won the trophy in 1925 and in 1927,

Railroads as a group have succeeded in cutting down
the injury rate. The actual number injured during any
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one year fluctuates with the number of passengers carried,
*but the trend has been steadily downward, ae -* ”
the accompanying chart., Thus, whereas the 1

trainmen killed in freight service for each 1000«

was 4.4 in 1916, in 1926 it was only 2.0, There w.
reduction of accidents in passenger service,
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The automobile industry also has some good examples
of accident prevention. In the Buick Motor Car Com-
pany, workers in the sheet metal division in 7 months lost
a total of thirty fingers. Realizing that this record was a
disgrace, the Company took drastic steps to insure future
safety. Thereafter the plant functioned for as long as 15
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months without a single amputation. The Ford Motor
Company made even a better record. In 12 years it re- ¢
duced the injury rate 80 per cent, notwithstanding that
each year new hazards were created by the installment of
more powerful and swifter machinery, During the fiscal
year 1918-19, only one fatal accident occurred in the
Highland Park plant among 50,000 employees; and from
August, 1921, to October, 1922 (14% months}), not a single
fatal accident occurred!s

Such records are not the result of luck, but rather of the
scientific efforts of safety engineers, together with a
liberal expenditure of money for removing the conditions
which make accidents possible.® They are obtained also
by patient campaigns of safety education — an education
that teaches individuals that accidents do not just ‘hap-
pen’ but are caused; and that the caum. for the most
part, are preventable,

American Safety Movement

The American safety movement had its inception
early in the twentieth century. The American Museum
of Safety was founded in 1911, and has for its purpose the
prevention of injuries and the elimination of industrial
hazards, as well as those hazards that affect the general
public. In the Museum which the association maintains
in New York City are displayed safety devices of all
descriptions. Two years after the organization of the
Museum, the National Safety Council was established,
and opened offices in Chicago. This organization now
numbers several thousand members, including represent-
atives of manufacturing concerns, railroads, mining in~
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terests, technical 'schools, chambers of commerce, power
companies, and so forth. It attempts to inform its mem-
bers regarding safety methods, to assist in the standardi-
zation of safety devices, to promote new plans of safety
activity; in short, to conserve human life in industry.
Another organization which has as its main objective the
simplification and standardization of accident prevention
is the American Engineering Standards Committee. Its
members include government bodies, manufacturing or-
ganizations, and insurance companies.

From the fact that the injury rate for the country has
shown little, if any, decrease during the last several years,
one might conclude that all of the safety organizations,
safety campaigns, safety education, and safety propa-
ganda have been of little value, Nothing could be further
from the truth. It is probable that, had not this con-
certed effort been put forth, there would have been 2
marked increase in the injury rate because of the remark-
able mechanization of industry during the past two
decades,

The reasons why the safety movement has not pro-
gressed faster are many, not the least important of which
is the failure to interest medium-sized and small con-
cerns.Y As a matter of fact, the ‘hit-skip’ organizations
and the factories which consider themselves too small to
have accident problems, account for injuries wholly out of
proportion to the number of workmen employed.

The unsatisfactory safety position of the smaller irm is
seen in the fact that stock casualty insurance companies
are becoming more and more reluctant to insure some of
these establishments. The reason for this is made clear
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' by the experience in New York State in 1924 and 1925,
where it was found that 94.2 per cent of the premiums
received from small concerns were paid back in losses.
Since the remaining 5.8 per cent of the premium received
would not cover operating costs, the insuring agency suf-
fered a loss.®

Our purpose here is not to engage in a detailed discus-
sion of safety as an engineering problem, although there
can be little safety without engineering assistance, but to'
determine why the engineers, the psychologists, the edu-
cators, and the government officials have been given so
little opportunity, especially in smaller concerns, to show
what can be done.

Fundamentals of Accident Prevention

The starting-point in the problem of accident preven-
tion is the responsibility of the employer by virtue of the
fact that he, and generally he alone, is responsible for the
conduct of industry., Each day carries modern produc-
tion one step farther away from the old handicraft
method, wherein the workman was at the same time
employee and employer, or if not the employer, so closely
associated with him as to make their interests common.
To-day, with great corporations, absentee control, hired
managers, and machinery too expensive for any workman
to buy, the situation is vastly different. Unless the em-
ployer assumes responsibility, it will not be assumed.
To make sure that he does assume this responsibility is
the initial step in injury prevention.

If the employer is held accountable for industrial acci-
dents, he may pass part of the responsibility on to the
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workers. No workman would long be retained who pro-
duced an inferior article, who wasted material, or who
broke machines. Nor would it be profitable for a company
to have a careless employee in its plant if such careless-
ness resulted in costly accidents. At least one company
did not wait until carelessness had caused an accident.
It had in its employ a crane operator whose record osten-
sibly had been very good. But one day this operator,
without proper warning, carried a heavy load of steel
with one chain instead of two, over the heads of a score
of workmen. He was promptly released, and along with
him the ‘hook-up” man, whose negligence in not fastening
the extra chain about the steel was bardly less serious
than that of the craneman, This procedure cost two men
their jobs and necessitated the breaking in of new men,
but it saved the company money and other employees
their lives,

Such a policy may appear somewhat harsh, but in
companies where accidents are very frequent and serious,
drastic methods must sometimes be resorted to in order
to correct the situation. If an employee loses a job be-
cause he has broken safety rules, he will probably be more
careful thereafter. If he is not, he will have difficulty in
maintaining his family; but a man in jail also has difh-
culty in providing for his family. Every careless worker
is a potential industrial murderer, and his problem is no
less difficult to deal with than that of other murderers.
Most workmen would be more careful if they knew their
jobs depended upon care.

A study of accidents reveals that each kind of injury
has its concomitant mode of prevention. For example,
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the American Car and Foundry Company has demon-
strated that the use of goggles lowers the injury rate. In
this company's plants, eye injuries have thus been re-
duced 75 per cent. Another concern, the American Steel
Foundries Company, collected in three months 94 pairs
of goggles, all with lenses broken from flying chips of
steel, and in every case the eyes had escaped injury. The
accompanying table, showing the experience of the Amer-

TABLE 5. RRDUCTION IN THE NUMBER OF EYR INJURIES ¥ THE
Avurrcan Locomorive COMPANY, 1910~15"
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ican Locomotive Company, proves that most eye injuries
can be avoided if proper preventive measures are taken,
Such precautions will be taken, once it becomes evident
that it is cheaper to provide goggles and insist upon their
being worn than to pay injury benefits. The States have
been reluctant to report injuries by causes, thereby pre-
venting the drafting of safety codes. If, for example,
workers lose their balance and fall from a scaffold, it seems
evident that the thing needed is some kind of railing
about the scaffold. If injuries are caused by scaffolds
swaying back and forth, some means must be devised to
hold them fast to the building. In short, accidents must
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be reported by causes, as is illustrated in the following
table:®

, OCCURATION Acm Cavse or DeaTH

Painter 40 ‘While he was getting on scaffold
it swung away

Bricklayer 56 Slipped and fell from scaffold

Laborer 62 Fell from gcaffold

Carpenter 56 Slipped and fell from scaffold

Window caulker 27 Fell twelve stories from swinging

scaffold

Many times the remedies for accidents are known but
not used. Reference to the mining industry will make
this clear. The United States Bureau of Mines has shown
that many of the worst hazards of mining can be elim-~
inated by the simple device of ‘rock dusting.’ Many
organizations and individuals, especially the American
Association for Labor Legislation, have called attention
to this matter over and over again. Still the mines in a
score of coal-producing States have failed to respond.

To meet all the requirements of the Pennsylvania Com-
pensating Rating Bureau as regards the rock dusting of
mines, the cost is three fifths of one cent on each ton of
coal mined. One coal company has found that it costs
$12,284.17 to keep a large coal mine ‘dusted’ for a year.™
However, the accounting methods of this company were
a little faulty in including in that sum the price of
two ‘dusting’ machines, the life of which will be much
longer than one year. The annual cost of safety in this
mine is less than the cost of compensation for two in.
dustrial deaths and only a fraction of the cost of having a
mine explosion. Furthermore, the presence of rock dust.
ing systems in the Pennsylvania mines reduces the pre-
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mium rate to such a point that the actual cost 6f dusting
is only two fifths of a cent.™ That is to say, the coal
mines of the United States could be freed from most of
the dangers of dust or gas explosions, at an annual cost to
each householder, if it were passed on in higher coal
prices, equal to one city street car fare!™
In five and a half years 59 ‘major’ coal mine explosions

caused the death of 1707 miners,”

In 1926, 16 explosions killed 349 men

In 1925, 10 explosions killed 237 men

In 1924, 10 explosions killed 459 men

In xg23, 5 explosions killed 265 men
In 1922, 11 explosions killed 264 men

The {ollowing extracts from a newspaper article testify
to the effectiveness of rock dusting in reducing mining
hazards: # ‘Modern precautions against explosives saved
the lives of 400 miners to-day.... The small number of
fatalities was due to the fact that the entire mine had
been insulated with rock dust.... A shot of dynamite...
ignited coal dust and the resulting blast swept through
two entires.’ ,

Fortunately for the miners, the Associated Companies
of Hartford, Connecticut, since October 1, 1926, have
refused to insure any gaseous or dusty bituminous mines
unless they are subjected to rock dusting. In commenting
upon this action, a mining engineering authority said :*
‘When an insurance company refuses you insurance be-
cause of high blood pressure, a bad heart, or for other
reasons, you at once begin to consider your case seriously.
When an insurance company refuses you compensation
insurance because your mine is considered too great a
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risk, you should consider your case seriously. A mine
which has not been rock dusted is such a mine.'

The falling of roofs constitutes another menace in coal
mines which seems in large measure preventable. The

'remedy, since it involves expenditures for labor and
material (to' provide more ‘props'), is often not tried.
Nominally, the problem of injury prevention is an engi-
neering one; actually, it is an economic problem of costs.
The cost of instituting safety measures may be little or
much. Even though the expense bulks lightly in the
company's cost accounts, the management may be de-
terred from investing funds in safety work in the belief
that such investment, however small, may put its organ-~
ization at a competitive disadvantage.®® As long as this
belief is held, whether true or false, the progress of safety
is being retarded. Whether one holds that competition is
universal or highly restricted, the injury prevention bills
go down in the expense columns of the ledger.

Coal is not the only industry in which the fear of com-
petition hinders safety action. In a novelty manufactur-
ing concern, it was found that girls were getting their
fingers crushed in punch presses. The company made no
effort to correct the condition, believing that the cost
would be prohibitive. But upon being ordered to do some-
thing by the State factory inspection staff, the manage-.
ment. obtained the services of safety engineers who, in
a short time and at small cost, devised a double release
which necessarily kept both hands out of danger. The
officials of the company admitted that, had they known
the cost would be so little, they would have provided
pafeguards before.
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Such examples as have been given could be multiplied
in nearly every field of industrial activity. The reason
automatic couplers to prevent the loss of fingers, hands,
and arms were not adopted sooner by railroads was not
that they were not available, or their advantages un.’
known, but largely because their introduction would in-
volve increased costs. Each railway wanted its compet-
itor to take the lead ‘in adopting this safety measure.
Compulsion was finally necessary. |

Collectively, the injury bill of industry runs into mil-
lions of dollars, but the cost to the individual business
under present levels of compensation is relatively small,
One firm doing $85,000,000 worth of business a year
found that its accident expense amounted to $500,000 —
less than 1 per cent of the operating receipts. The com-
pany was interested in the $85,000,000; the 1 per cent was
left to the safety man.** Had the safety engineer been
given the title and influence of a vice-president, as was
true with other department heads, accident prevention
probably would have received the same careful atten-
tion given to buying, producing, selling, and advertising.
When as much money is spent for safety as in advertis-
ing candy, cosmetics, and cigarettes, literally a whole
army of workmen will enjoy the privilege of living a life
relatively free from the danger of injury. But it is not
necessary to spend as much as that.

The principal reason why moie money is not spent for
injury prevention is that the employer is not compelled to
do it. If, in a given concern in a given period, there are
lost three lives, six arms, two legs, and ten fingers, the
cost to the employer, as he incorrectly sees it, is not in
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excess of the amount of the benefits paid to injured per-
sons, plus the operating costs of insurance. Bluntly, it
may be cheaper to pay $2000 for an arm than to prevent
its loss. This does not mean that employers are hard-
hearted and indifferent to the sufferings of their work-
men; it simply means that in the daily grind of business
the management attempts to reditce costs to a minimum.
‘Just as a company would normally buy its raw material
in the lowest market, or procure its laborers at the lowest
wage, 80, from a business standpoint alone, it would de-
sire to keep its injury expense account at the lowest level
possible,

The injury expense account is relatively small because
injury benefits are small. Injury benefits are small be-
cause hurnan beings are not rated at their true economic
value. If industry had to pay the actual loss caused by
industrial injuries, the safety problem would loom larger
in the average company’s affairs; the tactics employed in
preventing injuries would correspond to the new im-
portance of the enterprise. The program for safety would
be changed with the same regularity and effectiveness
which characterize the commercial advertisements bla-
zoned on thousands of billboards. It would notonly be a
question of producing goods and selling them at a profit,
but of producing goods with an injury record sufficiently
low to make profits possible.

Workmen's Compensation Laws and Injury Prevention

At the time of their introduction, it was thought that
workmen's compensation laws would effectively reduce
the number of industrial injuries, Experience has shown
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that these early hopes have not been realized. During the
years immediately following the passage of the laws, some
improvement in the safety situation was achieved. It is
difficult to estimate how much of this advantage has been
retained, but one thing is certain: The compensation
system as it is now functioning is not able to keep the
number of industrial injuries down to the desired mini-
mum. The manner of production goes on in the old
routine; compensation premiums are paid as a matter of
course; the firm with the high injury rate fares little
worse thaa its competitor with a slightly smaller casualty
list; the preventive inducements of compensation as it
is now administered, have run their course.
When the workmen's compensation acts were being
written, the major problem was to decide how to collect
money to pay injury benefits. It was decided to assess
employers in the form of insurance premiums, because,
first, it was a convenient way of doing it, and, second, it
was thought that the employer would pass on the burden
to the consuming public in higher prices for his articles, -
thus causing no particular hardship to any one. That
this method of raising funds has been a convenient one
has been amply demonstrated. That the employer always
passes on the cost to the consumer has not been proved.
Since a pooling of injury risks is desirable, it may matter
little just which group ~-workmen, employers, or the
public — assumes the burden, ' But from the viewpoint
of the effectiveness of workmen's compensation laws in
reducing the number of injuries, the ultimate incidence
of insurance costs is important. If employers as a group
can pass on the burden to consumers or workmen, and if
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this burden is passed on in the same degree by all em-
ployers in a given line of production, it is probable that
many producers, not feeling the pressure of competition
in this respect, will do little toward reducing accidents,
What, then, is the incidence of compulsory insurance of
workmen? Obviously, here is a problem very sgimilar in
nature to that of the incidence of taxes, and like the latter,
qualified by many complicating circumstances. It is
extremely difficult to say to what extent any particular
item enters into the cost of production. Different em-
ployers use different combinations of land, labor, and
capital. Algo, there is a variety of costs to be considered
- transportation charges, wages, rents, material costs,
taxes, advertising, and so forth. Any producer’s actions
will be governed somewhat by whether he is in a com-
petitive industry or whether he enjoys quasi-moncpoly
conditions; whether his costs are of the increasing or
decreasing variety; whether he is a low cost or a high cost
producer.
It has been argued that, if all industries are affected
alike, prices would not change because supply and de-~
mand conditions remain the same.” This being the case,
employers, in the first instance, would have to bear the
cost, but would attempt to pass it on to some other group.
Since compensation premiums are levied upon the amount
of payrall, and not upon product, the ultimate incidence
of the premiums would be upon workmen. Employers as
‘a group would bid less for their services. Wages plus
premiums would tend to equal wages in the absence of
any compensation provisions.
Whether or not one agrees with this reasoning, it seems
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fairly certain that when insurance premiums fall more
heavily upon one company than upon another, because
of a greater degree of hazard in the one than in the other,
there may result, under competitive conditions, a change
in relative prices. If this change actually takes place, the
company with a high injury rate is at a competitive dis~
advantage. It cannot hope to persuade the consuming
public, solely because of higher injury costs, to pay more
. for its goods than for those of its competitor. One of
two things may result — either profits will decrease, or
greater efforts will be made to prevent accidents.

The company with the high injury rate may not be
obliged to change its safety activities whatever. It
may not be the ‘marginal’ firm when total costs are con-
sidered. The high injury rate may be due to *speeding-
up,’ which results in large profits. In this event, premium
rates would have to be made high enough to offset gains
accruing elsewhere. Just how high, would depend not
only upon the relative profits of competing companies,
but upon the general level of profits. During periods of
~ great industrial activity, the number of accidents in-
creases, and profits grow larger.

Merit Premium Rating

When an employer carries his own insurance risk, he
has a direct incentive to reduce the number of injuries in
his establishment, His gains theréfrom may be no greater
than if he were insured with a private insurance company
or a State fund; but they are more apparent. Many com-
panies, after deciding to carry their own risks, hire expert
safety engineers and really begin to practice safety.
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If an employer carries his insurance with a private com-
pany or with a State fund, his incentive to engage in
safety work is conditioned by the nature of the system
which determines his premiums. That is, premiums are
determined upon a ‘merit’ basis, so as to offer a financial
incentive to injury prevention. The two prevailing meth-
ods of effecting merit rating are, first, schedule rating and,
second, experience rating,

Schedule rating starts out with a certain basic rate, as
$1 per each $100 of payroll. This basic rate is then moved
downward or upward, depending upon whether the
employer accumulates ‘credits’ in excess of ‘debits,” or
*debits’ in excess of ‘credits.” The ‘debits’ result from
failure to comply with the physical standards required,
and mean an addition to the premium. Thus, an un-
guarded belt, a stairway without a railing, or an exposed
gear would each add a certain additional amount to the
basic rate. If the employer not only safeguards those
things required by law, but takes positive steps to reduce
injuries, he can accumulate ‘credits.” These credits are
deductions from the initial premium. Thus, the installing
of a safety organization and inspection department might
give an employer a credit of 5 per cent; a hospital with a
company physician and trained nrurses might add another
3 per cent; keeping aisles clear of material might add
X per cent; and so on.

Experience rating is based upon past performance,
rather than upon expected future performance, The
basic rate is the minimum rate. The basic rate of $1 per
$100 of payroll will include, let us say, 40 cents as a basic
compensation allowance, 20 cents for medical and funeral
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costs, and so on, until $1 is reached. Injuries are divided
into groups so that their occurrence may be reflected in
the final premium rate. A limit is generally placed upon
the premium rate so that it may not exceed a designated
amount. When sufficient premiums have accumulated
to determine the injury experience of any particular em-
ployer, his future premiums will be ‘corrected’ so that
they will harmonize with actual injury record. Deaths
and total disabilities have the greatest effect in moving
the rate upward.

Most States have adopted one or the other of these
systems, and a few have tried to combine them. Ex-
perience rating fails in some instances to secure the best
codperation of the employer because it does not show him
in advance just where and how he can accumulate ‘cred-
its’ and avoid ‘debits.’ Schedule rating also has its de-
fects. A factory may have machine guards, warning
signs, safety committees, and other safety devices, and
still bave a high accident rate. Perhaps wages are low,
and the labor turnover high; perhaps hours are long, and
fatigue very great among the workers; perhaps other
things are present which will be difficult to measure in a
schedule. After all, the end is not a safety-first campaign,
but fewer workmen killed and injured. The establish-
ment which must be watched is that one which injures
and kills, regardless of the exbent to which it has devoted
itself to preventive work.

Any system of premium rating will fail to prevent acci-
dents as long as injury benefits are too low. A study of
workmen’s compensation in thirty States showed that
benefits paid during a two-year period amounted to less
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than 1 per cent of the payroll. It is not reasonable to
believe that a slight premium adjustment based upon 1,
or even 5 per cent of wage cost could have any appre-
ciable effect upon the total cost of production, and hence
upon accident prevention.

Although much can be accomplished by a proper
method of premium rating, there is need for a still further
change of view regarding the responsibility for injuries,
It will be recalled that under the employers’ liability sys-
tem the employer could be relieved of paying damages if
he could prove that a worker had been careless, or a fellow
worker had been negligent, or any one of some half dozen
*defenses.’ There was little in such a system to aid injury
prevention, because the major responsibility was placed
upon the worker, rather than upon the employer. The
latter alone has control of production; the former merely
takes orders. The general idea of the liability of the em-
ployer was correct. The difficulty experienced in the ap-
plication of the principle was due to the exceptions which
made the employee, rather than the employer, liable for
the consequences of industrial injuries. Employers’ lia-
bility, under the influence of common law doctrine, was
interpreted to mean exemptibility, rather than responsi-
bility.

Workmen's compensation laws, by subordinating fault
to the payment of benefits, diverted attention from the
question of responsibility for the causes of injuries to the
compensation of injuries after they had occurred. In
order not to lose sight of fault, various methods have been
suggested for fixing employer responsibility. In Ohio, for
example, if it can be shown that an employer has violated -
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safety regulations, resulting in injury, the employee is
eligible to additional benefits of from 10 to 50 per cent of
the regular benefits. During the first three years of the
operation of the Ohio penalty, $83,736 was paid directly
by employers to injured workmen or their dependents.
If this penalty system has any merit, it is difficult to find
it in Ohio’s injury record. This is not an argument
against the penalty as such. Since the penalty is a certain
. per cent of benefits, it depends upon the size of the bene-
fits. If a penalizing plan could be based upon an adequate
system of benefits, the term ‘employers’ liability® would
take on a new meaning — the meaning which one would
naturally draw from these two words had he never heard
anything about the long, sad history of injured persons
prior to compensation,

Conclusion X

Our thinking on injury prevention has been colored by
machine guards, safety bells, and stop signs. These are
only the visible tools by means of which the work is per-
formed. The real motive power is the willingness to pro-
vide the tools. The engineering and educational ability is
not lacking. Tt can effectively reduce the human hazards
of industry if only given a chance. This opportunity, in
some cases, has come at the employer’s request; in others,
compulsion seemns necessary. This compulsion can be
exercised by the State by virtue of the fact that it deter-
mines compensation policies. If the government would
move industry to practice safety, it must speak the lan-
guage of industry. It must make its appeal felt from a
business standpoint. That is, it must make the issue a
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financial one, expressed through the medium of costs. In
- short, safety must be made the counterpart of savings,
and industrial casualties the cause of business losses. Itis
in these savings, or losses - this differential between any
one firm and its competitors — that the possibility of
additional injury reduction lies. -



CHAPTER XIII

OUTLINES OF A PERMANENT PARTIAL
DISABILITY SCHEDULE

IR this chapter no effort will be made to construct a com-
plete disability schedule. If such were attempted with the
limited information at hand, the ratings would have to be
based upon guesses, and we have already seen the evil
effects of this method. The procedure used in developing
an ideal schedule will be described. Some of the points
raised are only suggestions, and must be treated as such.
Only through the cosperation of all the States in com-
bining their experience will it be possible to construct a
detailed schedule covering every possible type of injury.

A ‘Standard’ Injury was Selected

The starting point of a permanent disability schedule
is the establishment of relationships between different
types of injuries, irrespective of the age or occupation of
the injured person. To do this, it is necessary to take one
injury as a base and relate all other injuries to it. Any
injury might be used for this purpose, but since the loss
of an arm at the shoulder was adopted by both California
and the Committee of the LLA.ILAB.C,, that injury will
be taken as the standard for the purposes of the present
analysis.* Only principal or key injuries will be con-
sidered, and of these, a rating will be assigned to only
those about which information is available. The ratings
are based on loss of earning capacity, and in the present
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case that base will equal the loss which was found to re-
sult from injuries in the Ohio studies as already described.
The following table shows the percentages for loss of
members in terms of the loss of an arm:

TamLg 6. PErcENTAGES Yor Loss or MivmERs ¢ Teems oF Loss
or Axm, WHICH 1S 100 PER CENT *

Tem or Impuay Frx cxmy
Arm at shoulder. . ..oovvernuan 100
Arm at or above elbow. . ....... 85
Hand at or above wrist. . .. « 75
Thumb. .vuneeiiaiaicniacaanns 10
Legathip. ...vvvvvivuvinarnnn 115
legatorabove knee. ... ovvn s 90
Foot at or sbove ankle. 8o
Eye..cvnniinnnninnnns - 40

* Faor Chwes B wockern,
Dexterity Factor

Since it was shown 1 Chapter 111 that the loss of the
left hand.mm,ﬁngms,orthumbisusuaﬂylesseﬁgus
than the loss of similar right members, a reduction of
234 per cent (absolute) is made in disability rating for left
members.® Conversely, if the injury is to a right member,
the rating is increased by 234 per cent (absolute).?

Skill Factor

Since the skilled worker, becanse of his greater powers
of adaptability, suffers less loss of earning capacity than
does an unskilled worker, compensation benefits should
be adjusted accordingly. ‘To divide workers into different
groups depending upon their relative knowledge, skill,
adaptability, and other qualities is exceedingly difficult;
but though difficult, it should be attempted. The differ-
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ence in loss of earning power between these groups is
too great to be ignored.

In considering the occupation factor, it seems that a
small, rather than a large, number of groupings is desir-
able. A detailed plan of grouping presupposes differences
which do not exist, at least not in sufficient degree to
make them important, Furthermore, it is almost im-
possible to determine in just which group each injured
person should be placed. There is little difficulty in dis-
tinguishing unskilled from skilled occupations, but to
determine whether a certain occupation is unskilled,
semi-skilled, or skilled is somewhat difficult. The same
difficulty appears here as in all attempted classifications,
and although there will not be unanimity of opinion,
some classification seems desirable. Following the plan
used in Chapter IX, the classification suggested will be
cemprised of only three groups. Perbaps four, five, or
even six groups would be better, and future study may
show the wisdom of a larger number of groupings.* These
three groups will be designated as Class A workers,
Class B workers, and Class C workers., Class A will
include those employees usually designated as skilled;
Class B, semi-skilled; Class C, unskilled. To show the
type of workers included in each of these three classes,
as well as to make clear the difficulties of placing them
where they properly belong, the following brief table is
given: . :

Crane A Crass B Crass G
Architects Automobile assemblers  Coal loaders
Automobile mechanicsa Cranemen Coal shovelers
Bookkeepers Printing press operators  Coal miners

Cabinet makers Street car conductors Construction luggers
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Craes A Ciass B Crams C
Carpenters Tire buildera Ditch diggers
Linotype operators Truck drivess Dock workers
Machinists Lathe operatore Janitors
Pattern makers Punch press operators Lumberjacks
Teachers Street car motormen Street repair workers
Construction engineers Foremen (2d clase) Section handa
Clerks (xut clase) Railway brakemen Teamsters

Even concerning the small number of cases listed
above, there probably would be considerable difference
of opinion as to where each oceupation should be placed.
For example, what of a foreman? Should be not be
classed among the skilled and more intelligent workersi
That depends upon what kind of foreman he is. If he
became a foreman by promation from a skilled occupa-
tion, or if his duties are such as to demand considerable
knowledge and skill, he should be placed in Class A, If
he happens to be a yard foreman of the ‘straw boss’
variety, he should be in Class C, Likewise, it is very
possible that some automobile assemblers are more
skilled than automobile mechanics. Here, again, it
depends upon what kind of mechanic or assembler a
worker happens to be. The same rule applies to clerks,
some of whom should be in Class A, while others should
be in Class B. In order to place such doubtful cases,
their occupations might be subdivided into classes ac-
cording to the particular nature of their work. If, after
having made a detailed study of occupations, and having
assigned each type of worker to what then was thought
to be his proper ‘class,’ subsequent experience should
show that an occupation had been improperly placed,
a change could be made.

The above procedure would be similar to what the
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rehabilitation bureaus aredoing daily. Itis anattempt to
gauge an injured worker's future possibilities on the basis
of his past experience; to classify persons on the basis of
their probable economic status after they have had a
chance to adjust themselves to the new conditions caused
by the injury. This work would require competent ad-
ministrative officials who thoroughly understood -the
problem with which they were dealing. The making of
important decisions, however, is one of the daily tasks of
compensation and rehabilitation officials, They must
continually decide the extent of an injury, the wisdom of
granting lump sum payments,-the eligibility of a claim-
ant to compensation, the planning of a retraining pro-
gram, and many other issues which are fully as difhcult
to determine as would be the placing of injured em-
ployees in the proper occupational class. The occupation
rating would be an addition to, not a departure from,
ordinary duties.

The suggestion of dividing workers into different
classes on the basis of their adaptability is in harmony
with the present-day application of principles of psy-.
chology to the problems of education and of industry,
Educators, for the most part, recognize that it is possible
to divide students into different groups on the basis of
their intelligence quotients. During the late War, the
United States Army used tests to determine the relative
capacities of the soldiers for-different tasks. Labor
departments in many companies determine the qualifi-
cations of each applicant, and place him accordingly.
Those who do not believe in the efficacy of psychological
tests should note that the foregoing suggestions do not
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imply a segregation of those persons with a 100 ‘L.’
from those with an 1.Q. of 101, and so on, but rather only
a threefold division which would place the person with
an 1.Q. of 100 in a different class from those with 1.Q.'s
of 70 and 150.

Having made a classification, it is necessary to assign
values to each class. Since Class A (skilled) workmen,
on the average, sustain a smaller loss of earning capacity
as a result of accidents than Class B (semi-skilled) work-
men, they should be given a lower disability rating.
Since Class C (unskilled) workers sustain a greater loss of
earning capacity than Class B workers, they should be
given a higher disability rating. The absolute difference
in the loss of earning capacity between Class A and Class
C workers is, on the average, about 30 per cent, but the
absolute percentage difference between Class C and Class
B workers is 18, while that between Class A and Class B
workers is only 12, This difference between the two
groups may be an indication that more classes are neces-
sary, or that the workers are not properly divided.s If
only three classes are used, the divisions of the occupa-
tions among the classes probably should be such that
Class B workers stand about midway between the other
two classes; otherwise it would be necessary to credit
Class C workers by an amount in excess of that to which
Class A workers are penalized.

If Class B workers stand midway between Class A and
Class C workers, to equalize their respective losses in
eaming capacity it would be necessary to credit Class
C workers and to penalize Class A workers by an equal
amount. To do this, Class B workers will be considered
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as a base. Class C workers will then be given a disability
rating 135 per cent (absolute) higher than that accorded
to Class B, while Class A workers will be given a rating
15 per cent (absolute) lower than that given to Class B
workers, For fear that certain exceptional cases may
arise in which the nature of the injury and the occupation
are such that an undue loss of earning capacity results,
the agency responsible for making the rating could be
given the authority to increase the award by an amount
not to exceed 15 per cent (absolute). This increase would
be sufficient to put a workman into a new and higher
class. Any larger amount would only make more difficult
the rating, in view of the use of occupational classes.

Age Factor

There is atill the age factor to be considered. It already
has been made clear that the older a worker becomes, the
more difficult it is for him to adapt himself to post-injury
conditions, He s too old to learn a new trade and the
rehabilitation bureau has difficulty in restoring his earn-
ing capacity unless it can induce an employer to give him
such work as his disabled and aged condition will permit
him to do. Industry is not very friendly to the old man
under any circumstances, and this attitude appears
especially strong in the case of a man suffering an im-
pairment. The difference in the loss of earning capacity
due to injury sustained by old workers, as compared with
young workers, is even greater than the difference be-
tween the losses of the unskilled, as compared with the
skilled workers. In other words, age has a greater in-
fluence upon the adaptability of an injured man than
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doesthefactorofouwpation.althoughthelatteris
exceedingly important.$
Acoord;ngtodaxapraenbadmChaptﬂ'DC.thelossof
a major arm at the shoulder to a worker 20 years of age,
pursuing a Class B occupation,? results in a reduction of
earning capacity of a little over 30 per cent. (See Figure
4.) At 25 years of age the loss is about 33 per cent. Dur-
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ing the ten-year period from age 25 to 35, there cccurs an
‘8 per cent (absolute) decrease in earning capacity; from
-35 to 45, a 15 per cent (absolute) decrease, the largest
amount in any decade of a worker’s life. From age 45 to
.§5 the increase is 8 per cent (absolute) ; from age 35 to 65,
g per cent (absolute). The age line is terminated at 63
years because a worker at that age who sustains the loss
of a major arm cannot regain earning capacity. The
-proper thing to do is to pay him total disability compen-
sation. The cost would be relatively small, because his
life expectancy is only 11 years.
By use of the age line, the per cent of disability caused
by the loss of the major arm of a Class B worker can be
found for any age. Thus, at age intervals of five years

they are:
AGE PEx covt Acs Pru oy
20 30 45 56
25 3 50 60
30 37 55 64
15 41 60 68
40 43 65 73

A Composite Disability Schedule can be Used

To facilitate the work of compensation officials, a
single table can be constructed which will show the per
cent of disability to be attributed to any njury causing
" loss of member or members, received by a workman of
any age in any one of the three classes of occupations,
‘The starting point for such a table is an index of relativity
(Table 6) for injuries to Class B workers. The age factor
is then applied to the arm injury and other injuries re-
lated to the arm. The loss of eaming capacity (per cent
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may look askance. First, no ratings are listed for the loss
years or more. The ratings, had they been given, would
have been in excess of 9o per cent. Their

based upon the assumption that whoever loses as much
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of his earning capacity as 9o per cent is, for all practical
purposes, totally disabled.

The second questionable item is the relatively small
rating given to Class A workers under 40 years of age.
For example, should a boy under 20 years of age receive
only a 15 per cent rating for the loss of an arm? On a loss
of earning capacity basis, this seemingly low rating is in
harmony with other ratings in the table. In this case,
everything points to a satisfactory rehabilitation. The
injured worker is both young and adaptable. It is true
that many workers under 25 years of age have not found
a task to their liking, and that their adaptability is not
susceptible of measurement. It was fo meet just such a
situation that the suggestion was made above that the
compensation boards should be empowered to make a
change of 15 per cent (absolute) in an award if special
conditions warrant it. The fact that a young worker
receives relatively low wages on which the award would
be based may seem to detract further from his just award.
This is not the case, however, because a wage index may
be employed which will adjust a young worket’s present
low wages to expected future wages.

Wage Index

The Committee of the I.A.I.A.B.C. suggested this
type of a wage index.

Acx Wacn A Waow
Teoax Dhoex
1 S 133 A5 vvenreens 79
R srnnsnrna 109 [ S 48
30, 97 B8 cunnrsvue 8O
35 . B9 6o, eanvas BX
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The principle of this index is easily understood. The
index at age 20 is 133. This means that the reported
wage of an injured worker of this age will be increased
-33 per cent, and the new wage thus obtained will be used
as the basis on which to compute the weekly benefits.
The amount of the weekly benefits is obtained by apply-
ing the disability ratings to the weekly wage after such
wage has been ‘corrected’ by the wage index.

Compensation for Minor Injuries

It will be noticed that only representative major
injuries are included in Table 7. What of such minor
injuries as the loss of a little finger at the first joint, or the
Ioss of a toe at the second joint? Are they to be compen-
sated on the basis of the age and type of occupation of the
injured person, and will benefits for such injuries be paid
in ‘pin money’ over a period of years? Practical ex-
pediency demands a less complex method for dealing
with such minor injuries. Therefore, in constructing a
disability schedule, it is suggested that a plan similar
to that now being used in Wisconsin be employed, to
wit: The permanent partial disability schedule shall be
divided into two general parts, one to be known as the
‘major’ schedule and the other as the ‘lesser’ schedule.
Benefita for those injuries listed in the ‘lesser’ schedule
shall be stated in terms of the number of weeks during
which compensation shall be paid.

To determine just where to draw the line between
‘major’ injuries and ‘lesser” injuries is not easy. In the
‘lesser’ disability schedule, Wisconsin places such in-
juries as the following: |
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1. The loss of a thumb at the second or distal joint, 30
weeks,

2. The loss of an index finger and the metacarpal bone
thereof, 50 weeks.

. The loss of an index finger at the proximal joint, 35
weeks, ‘ '

. The loss of an index finger at the second joint, 20
weeks. ‘

. ‘The loss of a ring finger at the second joint, 9 weeks.

. The loss of a little finger at the distal joint, 6 weeks.

The total amount of the award for any one of these
injuries is obtained by multiplying the designated num-
ber of weeks by that sum of money which represents 65
per cent ® of the average weekly earnings of the worker
at the time of injury. A correction for age can then be
made.

Still another class of injuries needs consideration. It
includes those partial disabilities (either temporary or
permanent) which are not included in the disability
schedules. The flat-rate disability schedules now in use
do not attempt to show how large an award shall be
given to the worker who injures his back, for example, or
strains a ligament in his arm, or a tendon in his leg. At
the present time, most State laws provide that if a person
who has been earning $20 per week, for example, is
obliged, because of an injury, to accept $15 for a weekly
wage, he shall receive as compensation a certain per cent
(6633 being the most common) of the difference between
the two wages (6634 of $5), subject to a maximum
weekly benefit, and in some States, a maximum period of
payments. Here is one case in which loss of earning

capacity is used as the basis of an award. In the outlines

hLn A e
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‘of the schedule under consideration, such injuries would
be treated as at present, except that the maximum limi-
tations would be removed, and disability benefits would
be paid as long as the disability continued to detract from
earning capacity.

Concluston

The foregoing represents a plan for a permanent partial
disability schedule based upon- such facts as were dis-
cussed in preceding chapters. The suggestions have been
made with due consideration to those systems now in
existence which scientifically attempt to rate disabilities
for compensation purposes. In recognizing the occupa-
tional factor by dividing workmen into three general
groups, it is believed that the schedule will not be too
complicated, and will, therefore, avoid the criticism
constantly being directed against the California system.
Some of the principles incorporated in the British Colum-
bia system have been followed, with the notable excep-~
tion that the type of occupation, rather than the amount
of weekly earnings, is used (along with age} in determin.
ing the degree of probable future disability. A few sug-
gestions were obtained from the experiences of other
countries. Finally, the Report of the Committee of the
I.A.LA.B.C. furnished both suggestions and data.

The outlines of the schedule consist of a selected list of
permanent partial disabilities and the percentages of total
disability which they are thought to represent. To the
extent that the data used are correct, a disability schedule
of this sort should indicate how large an award, both
absolutely and relatively, should be given for any one
injury.



CHAPTER XIV

WORKMEN'S COMPENSATION OR LIMITED
INSURANCE?

No one who is familiar with the history of labor legisla-
tion in the United States believes that any profound
changes in our workmen’s compensation laws are im-
minent. Certainly no such revision as suggested in the
preceding chapters is likely to take place in the near
future. However, changes will probably come in time.
Year by year, through the gradual process of amending
the laws, additions and alterations will be made which
will constantly better the system.

Many things will combine to bring about these changes,
but three seem to be outstanding. First, the development
of the rehabilitation movement each year will demand a
reappraisal of the compensation laws. Second, the grow-
ing menace of industrial injuries will force changes in
accident prevention, It will be only a matter of time be-
fore the States will become so dissatisfied with the mex- -
cusable size of their annual industrial casualties that the
systems which allow such occurrences will perforce un-
dergo a change. Third, the growing popularity of life,
accident, and liability insurance will direct attention to
the economic value of human beings.

There is danger in change. It lies not in the possibilities
that changes will be too rapid or drastic, but in the prob-
ability that the little changes, year by year, may ob-
scure the real weaknesses of the compensation laws, and
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thereby prevent their correction. To raise the maximum
award from $12 to $15 a week and then to $18 is very
much worth while; to shorten the waiting period and to
make the scope of the laws more inclusive are likewise
changes very much to be desired. So with other minor
improvements. All of them are to be welcomed, but all
of them together cannot make a good compensation, re-
habilitation, and accident prevention system if the under-
lying philosophy is faulty. After all, the important
question is: What is all of this industrial injury legislation
attempting to accomplish; or, rather, what should it at-
tempt to accomplish? Unfortunately, this question can-
not always be clearly viewed because of the walls of self-
interest on one side, and legislative compromise and po-
litical chicanery on the other.

The fundamental purpose of such legislation should be
the guaranteeing of the production of goods and services
with the minimum loss of Life and limb to the workers,
with the least possible economic hardship to the injured
persons and their dependents, and finally, with the lowest
cost to society consistent with these requirements. When
every effort has been made to prevent injuries, society's
debt to the worker crippled in spite of all these efforts, or
to his dependents if death results, can be paid only
through adequate compensation benefits, That is, com-
pensation in the real sense of the term should be paid so
that incapacitated men and women will not be at an
economic disadvantage with their fellow men.

The compensation problem would be greatly simplified
if it were only a question of providing an injured person
with an award. But there is the adequacy of the award
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to be considered. Nor does the matter end there. The
award must not only be adequate, but it must be of such
an amount, and given in such a way, as to fit properly
into the scheme of accident prevention on the one side,
and into the plan of rehabilitation on the other., It isin
these relationships that the most important and most
difficult problems arise. Premiums collected from em-
ployers must be sufficiently large to make injury costs
bulk so heavily in the company's accounts that careful
attention will be given to accident prevention. Not only
shaquld premiums be large enough to provide adequate
benefits for injured persons, but they should automati-
cally divide the most hazardous firms from the less
hazardous ones, and force the former to reduce accident
rates through the pressure of competitive costs, But here
wisdom is necessary. Large benefits should be made
possible, but it must not be forgotten that there is danger
in giving to some crippled persons benefits that are too
large, thus destroying the possibility of a successful re-
habilitation.

All of these considerations ultimately turn to the basic
question as to whether what is desired is workmen’s com-
pensation or limited injury insurance. If the system is
to be a compensation system, it will be necessary, first, to
know the real losses involved in industrial injuries, and,
second, to pay benefits in accordance with these losses.
If the existing, so-called workmen’s compensation laws
are to continue merely as limited insurance bills, it re-
mains for their sponsors to justify their existence as over
against compensation measures. To do this, it will be
necessary to prove either that society, through the
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medium of its industries, cannot pay to injured workmen
sums commensurate with their losses, or that society is
not justified in doing so even if it can.

The theme of this book suggests that society is not only
justified in paying the full injury bill, but, on economic
grounds alone, is duty bound to do so if it can.

Can Industry Pay?

Can industry pay its annual injury bill in full? That,
obviously, depends upon the size of the injury bill. The
size of the injury bill depends upon the number of in-
juries, and upon the financial loss attending each injury.
Present injury statistics are not a proper basis of com-
putation, because such a basis assumes that higher bene-
fits would have no effect upon the total number of in-
juries — certainly an unwarranted assumption if com-
pensation laws are reorganized so as to place accident
prevention on a strictly business basis. As long as no
more than $2000 is paid for the loss of a leg or an arm,
the amount spent for prevention will be correspondingly
emall. But make the cost of such an injury to the em-
ployer four, five, or eight thousand dollars, and the
business of preventing injuries will take on new impor-
tance. Nor will astrenuous campaign for safety bankrupt
the employer.* The experience of every industry in which
any marked degree of safety has been obtained, points to
the contrary. With safe working conditions come ef-
ficiency and larger production; costs are reduced; labor
relations are bettered as management and workers are
brought nearer together. Employers with low injury
rates are almost unanimous in their agreement that it
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pays to prevent injuries, even at the present rates of
compensation. How much more would it pay, should
those rates be doubled or trebled!

It should be remembered, also, that at the present
time financial losses imputed to non-fatal injuries do not
take into consideration all of the future possibilities of
rehabilitation. If we assume that better methods of re-
training reduce losses in earning capacity, it is probable
that even though benefits were made approximately equal
to loss of earning power, the total amount needed to pay
compensation in any given injury case in which proper
training had been provided might be less than is required
at present. If the assumption is correct that the number
of injuries would be lessened if higher rates were adopted,
itis pmbable that there would not be any appreciable in-
crease in the total cost of workmen's compensatxon under
the new system.

* A really adequate scale of compensation benefits, such
as has never yet been established in the United States or
elsewhere, would add something like ten cents to a sixty
dollar suit of clothes, thirty-five cents to the cost of a
fourteen dollar ton of anthracite coal, and two hundred
dollars to the cost of a ten thousand dollar home,’ 3

Human Values are Underestimated

The greatest obstacle to the payment of adequate
benefits lies in the underestimation of human valyess
When a man is killed or injured, a financial consideration
is paid which is usually so small that it bears no relation
to the economic loss. Had the injured worker been a
slave and the employer a slave master, the master would
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try to collect damages, based upon the purchase price (or
present value) of the slave, from the person responsible
for his death or injury. But not so in modern industry.
‘The employer does not buy a workman; he simply hires
him. That is to say, he buys his current labor. The
future expected labor means little to the individual em-
ployer, because in most cases he has little trouble in hiring
a new worker if he loses the old one. But there is a loss,
nevertheless. The problem is to measure it and to ap-
portion the cost,

Example of Wisconsin

The final solution of the problem demands a revamping
of the State workmen’s compensation laws. This cannot
be done in a single year. If changes are to be made, they
must come gradually. Occasionally a State legislature
takes a step in the right direction. Wisconsin, for ex-
ample, by gradually amending its workmen’s compensa-~
tion law, is paying injury benefits in a more scientific
manner than is true in some of the other States. In at
least four ways, Wisconsin has pointed the road to im-
provement:

(1) It attempts to rate permanent partial disabilities

in terms of total disability.

(2) It varies the award with the age of the injured per-
som.

(3) It increases compensation (15 per cent) when the
injury is caused by the failure of the employer to
comply with the safety code of the State.

(4) It provides maintenance funds (maximum $10 per

week for 20 weeks) for injured employees who agree
to take retraining with the rehabilitation bureau.
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Some other States have adopted these or similar pro-
visions, It is in the method of making changes gradually
in view of obstacles, rather than in the content of the
changes as such, that the Wisconsin law offers sugges-
tions which may be followed by other States.

The basic principle of the Wisconsin plan of disability
rating ultimately will result in determining compensation
benefits on a loss of earning capacity basis.

If partial disabilities are to be rated as a certain per
cent of total disability, there is likely to appear a demand
to know how much disability is actually caused by the
loss of any member. In short, there will be an insistence
upon studies to ascertain just what is the loss of earning
power caused by any particular injury, for to rate in-
juries in terms of total disability is merely to attempt to
arrive at the actual loss of earnings caused by a particular
injury.

When any State reaches the conclusion that it will rate
any particular disability as a certain per cent of total
disability, there are two possible methods whereby its
purpose may be accomplished. First, the officials re~
sponsible for the administration of the law may ‘guess’
the per cent of disability caused by a given injury.
Second, the factors which determine the degree of dis-
ability, such as the type of injury, age, and occupation of
the injured person, and so on, may be observed and an-
alyzed and then made the basis of computation.

Thus far Wisconsin has succeeded in carrying out the
mandate of its law to the extent that age is used as one of
the component factors in computing the degree of dis-
ability. The section relating thereto reads as follows:$
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‘For each yearly age group under 30 years the percentage
shall be -reduced by two thirds of one per cent with no
reduction below 40 per cent for the child 15 years or
under. For each later yearly age group beginning with
131 the percentage shall be increased by seven eighths of
one per cent with no increase beyond 85 per cent for age
70 group.’

Very little difficulty is experienced in determining the
award for any particular injury, since a table is available
showing the per cent of total disability to be attributed
to any particular injury, corrected for age. The maximum
limitations in the Wisconsin law will bear some criticism,
but the significant fact is that- Wisconsin has actually
abandoned the fat-rate idea with which it began, to the
extent of recognizing the age factor. It does not seem as
if it would be impossible, or even extremely difficult, to
change the Wisconsin law still further so as to recognize
the occupational factor, or rather the mentality and
adaptability factors as indicated by occupation,

More Data Needed

Neither Wisconsin nor any other State can make these
changes without a factual basis, A recent publication of
the Institute of Economics aptly sums up the situation
by saying:*

‘At every point of the program statistics are indis-
pensable. Statistical data are required in the first place
to awaken interest in these problems and to stimulate
prevention.... Prevention and control wait upon know-
ledge of the facts. Statistics must be available to set
forth those facts upon which an effective appeal for re-
medial action must be based.
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*In prevention work they [statisticians] are required to
analyze causes and to determine points and methods of
attack. In lightening the burdens that fall upon workers,
they are required to measure losses and to show the ex-
tent of each type of loss.

‘For guiding legislative policies, statistics are indis-
pensable.... Statistics relating to the extent and opera~
tion of existing measures point out the need for and sug-
gest the form of appropriate remedial legislation.'

Higher Benefits Needed

While those interested in advancing the cause of work-
men’s compensation are considering just how to proceed
to bring abont needed changes, they would do well to
avail themselves of every opportunity to raise the size of
the weekly benefits where they can do no more. Not only
are benefits needlessly low in relation to the losses which
they are supposed to compensate, but their very lowness
thwarts accident prevention and makes retraining diffi-
cult. With such low values placed upon life and limb,
there cannot be the efficient administration that would
be demanded if injuries were accorded a more important -
position in the financial affairs of industry. Higher bene-
fits will give a new impetus to rehabilitation in that they
will make more necessary and more profitable the salvag-
ing of man-power. With injuries costing more than
formerly, restricted medical attention will prove to be an
unwise curtailment of expenditure, and the knowledge of
surgical science will be made more available to every in-
dustrial cripple.
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Conclusion

Efforts to improve compensation methods and to make
more effective rehabilitation programs must always have,
as their ultimate aim, injury prevention. Safety is, after
all, the real challenge to industry to-day. At a time when
production is increasing by leaps and bounds, and tech-
nical efficiency is almost a religion in business, it seems
hard to believe that the cause of safety should be slighted.
Every step toward the more complete machination of
industry is evidence both of increased technical know-
ledge and of new dangers for the workman. The new
dangers demand new methods of prevention; the in-
creased knowledge provides the means. If more and
more goods, in an unending variety, are to be produced
and enjoyed, then those who are responsible for the
producing should be held accountable for safety, and
those who use the goods should pay the cost.
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CaarTER 1
X. Several States distribute accident reports minus any date, thus

2.
3

4
5

6.

9.

making it impossible to determine what time periods are involved,
Other States print the reports from a year to three years late.
United States Bureau of Labor Statistics, Bulletin 157: pp. 5, 6.
Sidney J. Williams, *Industrial Accidents,’ in Waste in Industry, by
the Committee on Elifaination of Waste in Industry of the Feder+
ated American Engineering Societies; p. 331,

E. H. Downey, Workmen's Compensation; p. 1.

G. F. Michelbacher and Thomas M. Nial, Workmen's Compenso-
tion Insurance; p. 18.

These figures were derived from Staﬁe accident reports and replies
to specific requests for accident data. The latest compilation by the
United States Bureau of Labor Statistics, Bulletin 490, pp. 314 and
15, shows that in 1927 there were 10,193 fatal and 1,979,830 non-
fatal accidents. However, reports were available from only 37
States.

The United States Burean of Labor Statistics in the Monthly

Labor Review, January, 1930, pp. 54-64, reported the acrident ex-
perience of 29 industry groups for 1928. This report will be sym-
marized near the end of the chapter,
It might be objected that the industries of the States not included
— Arkansas, Mississippi, Florida, North Carolina, South Carolina,
and Missouri — are less dangerous than those of the 42 States with
compensation lawg, It should be remembered, however, that Mis-
souri does considerable manufacturing and building, and that the
other States, especially the Carolinas, have made considerable
progress in that direction in the last decade.

. This estimate was printed in Bulletin 275, United States Burean of

Labor Statistics, Apparently the other members of the Bureau
were not in complete accord with the procedure followed in the
estimate; at least, subsequent bulteting made no reference thereto.
In Ohio, for example, the number of workers an employer must have
before he must provide workmen's compensation was formerly five;
now it is only three,
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10, Actuaries interviewed on this subject believed the change in the
proportion of workers covered increased about 10 per cent (abeo-
ute) during the eight-year period 1910-27.

31. It is sometimes argued that persons not covered by compensation
acts are in non-hazardous ocoupationa. It should be remernbered,
however, that, for political reasons, eome extremely hazardous
tasks are not covered by workmen’s compensation. Furthermore,
railway employees in interstate commerce, certain agricultural
workers, and workers in very small establishments are excluded.
Many construction workers are aleo omitted from compensation
acts because their employer has too few men to require coverage.

12 It 8 xecognized that soxe duplication may have crept into this
computation. On the other hand, there is good reason for think-
ing of the estimates an minimum estimaten, and for st least three
reasons;

{a) In arriving at the 70 per cent coverage, Dr. Hoolstadt made no
allowance for the exclusion of employers and employees by
reason of failure to elect to come andey the compensation acts.

{8) The increase in the propartion of workers covered in the eight
years since Dr. Hookstadt made his estimate may not have been
as much as 10 per cent, as was assumed.

(c)Auamdwtwmmphymmmmmmmmbe
claseed as fatal, must result in death within 24 bours. This pro-
wvision would have the effect of reducing the number of fatalities
but would incresse the number of non-fatal injuries,

13- This does not include those injuries which are known as permanent
total disahifities. As will be shown later, such injuries result in as
much as 100 per cent loes in earning capacity. From the social
standpoint they are more serdous than i a fatality, becanse the
recipients, although eaming little or nothing, must still be fed,
-clothed, and so forth.

14. Boyd Fisher, Mental Conser of Accidents, Boston, 1922,

15, Taken from the Trweiftk Bienwicl Report, 1923-24; p. 8.

16. For additional information, see an article by Dr. H. M. Vernon
in the International Labour Review for May, 1926, entitled, 'The
Human Factor and Industrial Accidents.'

7. In their book, The Health of the Industrial Worker, will be found &
detailed discussion of the effect of artificial lighting on industrial
safety.

18. From a printed statement by Mr. Thomas P. Kearns, The Columbus
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Dispaick, August 11, 19201 p. 3. In Ohio, as well a5 in certain other
States, increases in injury rates are sometimes due to better report-
ing and to the fact that more workers are being given the protection
of the law.

19. From the Eighth Annual Report of the Ilinois Department of
Labor; p. 14.

20. E. H. Downey, op. oid.; p. 3.

21. Monthly Labor Review, January, 1930; p. 55.

#2, G, F. Michelbacher and Thomas M. Nial, op. cil.; p. 51.

Crarrez 11

3. Fora complete summary of this investigation, see Crystal Eastman,
Work Accidents ond the Law.

2. Injury compensation was provided for certain employees of the Life-
Saving Service in 1884. A 1900 law provided that salaries might he
paid to injured postal clerks for not more than one year.

3. As late as 1920, only 33.6 per cent of the employees of Alabama were
covered by a compensation law, while in Kansas the proportion was
36.9; in Tennessee, 37.2; in Washington, 51.5; in Texas, 47.9. Only
one State, New Jersey, had leas than 1o per cent of its employees
uninsured. Since that time the per cent of coverage has increased,
but it still may be said that the number of workers not covered is
sufficiently large to constitute a challenge to further extensions.

& Life Association News, August, 1927: p. 992,

5. Statement of John B. Andrews in The Amriwn Fabor Lepisiation
Review, December, 1925; p. 285.

6. As the lows of an arm or a foot. Such injuries, although resulting in
only partial disability, are permanent.

7> Maximum weekly benefits range from $12 to $25 per week. Many
of these maximums were imposed at a time when prices were lower
than they now are. While some of the States raised the maximam
benefits to keep pace with prices, othevs did not, thus causing actual
reductions in ‘real’ compensation.

8, Minnesota, Nevada, New York, North Dakota, Oregon, Washing-
ton, and West Virginia.

9 The figures comprise the State expesiences of policy years 1918-20
inclusive, converted to the basis of New York Schedule ‘Z' for the
1920 policy year. The eource of the data is Workmen's Compensa-
Hon Insurance, by Michelbacher and Nial, Appendix I11; p, 380,

10. In a study of injured persons (to be described later) it was found
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that one disabled worker moved his family seven times in one year.
Three or four moves during the same period were not uncommon.

Cuarres ITI

1.

In New Hampehire, compensation for partial disability is 50 per
cent of wage loss for a period not to exceed 300 weekn, The maxi-
mum weekly payment is $15. This s the plan followed in moet
States for thoee injuries not listed in the schedules. The flat-rate
principle in the Wisconsin law i» modified by the inclusion of the
age factor, which will be considered in Chapter XIV. ‘The Califor-
nia method will be discuseed in Chapter IV. In a few other cases
there are slight modifications of the flat-rate idea.

2. Contained in a letter from Dr. Hookstadt to the writer, April 9,

Imﬁ

3. E. H. Downey, Workmen's Compensation; p. 51.
4. Bulletin 304, United States Bureau of Labor Statistics, September,

B

1921; P T17.
In all cases, sufficient time was allowed between the date of injury
and the date of intexview to permit adjustments to be made. In
some cases, this was three years. Injured persons often try one job
after another, Time is therefore necessary to determine their futore
‘econotnic status,

6. The way in which one’s income is spent i, of course, very impor-

7

tant; but that need not be considered heve,

The task of adjusting post-injury earnings to pre-injury wage-rates
was not 8o difficult as might be expected. The years covered by the
study were 1923, 1924, and 1935, with a few cases beginning in 1922
and a few continuing into 1926. During this peviod the general
price-kevel experienced no marked fluctnations. Of more importance
to the present study, however, is the probability that wage-rates in

. general changed very litte. The studies of Paul Douglas, and

others, support this view. This position is also confirmed by the
data arising in connection with the wages of the disabled persons
under consideration.

8. This method of computing wage ks does not imply that weekly

benefits to injured persons should fuctuate with the rise and fall of
the general price-level. Such a procedure may be desirable, but at
this point we are interested only in ascertaining the money wage
loss attributable to any particular injury. Uninjured workers, as
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well as injured workers, experience changes In their real wages;
that, however, ia a problem of its own.

9. It is recognized that the term ‘average’ is in some cases rather
meaningless. However, it should be remembered that it is being
used here in connection with a disability table which is applicable
to all persons qualifying under its provisions,

Caaeren IV

k. The assumption was made on the basis of evidence obtained at the
time, The nature of this evidence is disonssed in the following pages.

2. Among the most important of these references may be mentioned:
Accidents du Trovodl, Guide pour I Evaluation des Incopacités, by
Leon Imbert and others: Die Beurteilung von Urfalifolgen, Nack der
Reicksoersicherungsordnung, by Engel: Accidents in their Medico-
Tegal Aspedt, by Douglas Knocker; finally, an Italian work,
Infartuni Degli, was occasionally consulted.

- CaarrEr V

. From a printed statement by Mr, F, W, Hinsdale, obtainable at the
offices of the British Columbia Compensation Board, Vancouver,
B.C.

2. The 30 per cent is an assumed rating, presumably based upon past
experience, at least in part.

3 The complete schedule lists more than 50 types of injuries, which
would result in partial disability, and rates them according to the
wage of the recipieat at the time of injury.

4. The product, mathematically speaking, is not obtained by multiply-
ing dollars by dollars, but by multiplying $166.16 by 20.00. The
multiplier 20,09 is: $20.09

5.00

5. 'The present values of $25 per month (computed at 5 per cent, corti-

pound interest) for the designated time periods are;

Nusses o Prxsent
MonTes . Varugs
1 $ 24.90

6 147.87

12 202.12
24 570.17

36 834.82



204 NOTES

Crarree VI
1. Case No, 73,387, United States Burean of Labor Statistics Bulletin
281; p. 75
2. Statement of Mr. Charles H. Verrill, Commissioner, Employees’
Compensation Commission, United States Burean of Labor Stntie
tics Bulletin 281; p. 73.
3. Case No. 13,754, United States Employees' Compensation Law

4. The World War Veterans’ Act, 1924, is printed in 2 separate booklet
and is obtainable at the United States Government Printing Office,
Washington, D.C,

%, This happened in apite of a tremendous campaign to inform veterans
about the insurance. Even some of the great insurance companies,
notably the Metropolitan, ran full-page advertisements in maga-
zines to induce those eligible to take advantage of Government

insyrance.

Caarree VII

1. International Labour Office, Compensation for Tedustrial Accidends,
Series M, No. 2; p. 274.

2. For a complete discussion of this question, see an article by Mr.,
Schaitzler in the Monihly Labor Review, December, 1916; pp. 31-69,

3- International Labour Office, Compensation for Indusirial Accidends,
Series M, No. z; p. 260.

4. For a detailed treatment of this and other features of the German
law, see Karl Lippman, Die Reschsversicherungsordnsng; pp. 1-52.

5. Iniernational Labour Review, May, 1925, p. 614

Caarrar VIII

1. These data were gathered largely through the efforts of the United
States Buresu of Labor Statistics, Mr. Ethelbert Stewart, Chief
of the Bureau, was secretary of the committee. Dr, Carl Hook-
stadt, a very active member of the committes, was a compensation
expert with the Bureau of Labor Statistics,

2. The California schedule centers about a commeoen laborer 39 years of
age, rather than ope of 30 years of age. The particular age used as a
basis makes little difference if the ratings at that age are correct.

3. Taken from the committee’s report, as found on page 75 of United
States Bureau of Labor Statistics Bulletin 333. It is worth noting
at this point that the cominittee was compaosed of some of the ablest
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persons in the field of workmen'’s compensation, Although data
were not available on which to base same of the conclusions, the
estimates were based upon experience and careful thought.

4. The method will be made clear in Chapter XIIL

Crarrer IX

1. The same cases referred to in Chapter 111, viewed from a different
angle.

2. Deseribed in Chapeey VIII,

3- This position can readily be explained. Up to age 60, the committee
assumed a total absolute increase in loss of earning capacity of 40
per cent, distribated among the age groups as follows: 1o, 5, 10,
and 15. On the other hand, an absolute increase of only 30 per cent
in the same age groups is shown in Figure 1, p. 99 distributed as
follows: 4, 6, 13, and 7.

4 It is probable that the experience of a larger number of cases would
have the effect of *smoothing® the age variation lines somewhat. A
different arrangement of groupings would probably shift the posi=
tion of the ‘breaks.’

S. Some of the States give consideration to age in determining the
average weekly wages of minors on which the award is computed.
A boy of 17, for example, would normally be expected to increase his
earninga as he became older and more experienced. This method of
handling the age factor is especially prevalent in Enropean laws,

6. In connection with the subject matter of this chapter, Dr. E. R,
Hayhurst, eminent authority on octupational diseases and public
health, points cut that if age, wages, and occupation are still under-
rated, in practice, with respect to the loss of a hand or a ley, a
similar and perhaps a more seciows condition obtains in high hlood
pressure, Bright's disease, heart disease, diabetes, and a ecore of
other serious afflictions which pass unnoticed, because not looked

for.

Caarme X
1. No. 178, Sixty-Fifth Congress.
2. A total of 177,154 had enteved training up to Apnil, vgz5.
3. In 1921 the rehabilitation of ex-service men was transferred from
the Federal Board for Vocational Education to the United States
Veterans’ Bureau.
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4. Sometimes referred to as the Industrial Rehabilitation Act: No.

236, Sixty-Sixth Congresa.

§. Certain groups of persons are generally excluded from the service.

They are (1) aged or helpless persons requiring permanent custodial
care, (2) persons confined in any State, correctional, or penal ingti-
tution, (3) epileptic or feehle-minded persons, (4) boys and girls
under 16 years of age, (5) persons not citizens or prospective citizens
of the United States, and (6) those persons who have not been resi-
dents of the State for a given period, usually one year.

6. In addition, the Federal Board has dxvmou for agricultural,

7

industrial, and commercial training.

‘The appropriation for the first year was §750,000; in each of the two
years following, $1,000,000 was available. In 1924 appropriations
were renewed for three years, but no money was available until
the early part of 1926.

Associated Charities, Rotary Clubs, Red Cross, Chambers of Com-
mexce, and so forth.

g. Found on page 2 of the Hearings before the Committee on Edu-

catiom, House of Representatives, Sixty-Eighth Coogresa. This
estimate was made at a time when only 38 States had rehabilitation
bureans,

X0 Seemarﬁc!abykwbwb.&hninthermdqudiﬁmlm

1.

omy, December, 1924, pp. 665-89, entitled *Civilian Vocational
Rehabilitation,” Therein it is argued that in 1921 only about 1 per
oent of those needing rehabilitation serviee received it, and that,
two years later, less than § per cent of eligible persons were given
gasistance. In addition to a critical analysis of the acoomplishments
of rehabilitation, Mr. Cahn gives an excellent suromary of the
development of the rehabilitation idea.

The Annual Report of the Pennsylvania Workmen's Compensation
Burean for 1924, lists a total of some 700 industrial injury casea
which might neex| rehabilitation service. For the fiscal year ending
in June, 1924, the Pennsylvania Rehabilitation Service retrained
more than 400 disabled pessons, the majority of whom were dis-
abled in industry, It does not follow, however, that what is true in
Pennsylvania is true for the States as a whole. The great industsial
States will, in the main, show a similay result,

In January, 1927, appeared the first issue of the Rehabilifation Re-
view, & publication dealing with various phases of rehabilitation.
Unfortunately, however, this journal has been discontinued.
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13- West Virginia gives to its echool children the fundamentals of ita

. workmen’s compensation Jaw. A few other States have adopted
publicity methods of one type or another. The average injured
worker knows little of his rights, duties, and privileges; he knows
even less about the opportunities for being retrained and retm-
ployed.

14 A complete discussion of this may be found in the United States
Government Bulletin covering the Hearmgs. pp. Ba-g8,

15. The Ohio investigation referred to in preceding chapters is the
source of moat of the data hereinafter presented,

16, In this connecticn it might be well to observe that nothing can be
proved absolutely by statistics. The most that can be done s to
establish a presumably reasonable case. If the foregoing data do
not offey any proof that retraining brings results, then it probably
is impoesible to show the efficacy of any type of training, whether
such be for an athletic contest, a profession, or a business position,
Such a viewpoint, however, is incompatible with the common
viewpoint of most persons.

17. Totally dizabled in the sense that they had little or no earning

power,

18. Vocational Rehabilitalion of Disabled Persoms, published by the
Federal Board for Vocational Rehabilitation. Misc. 1007; p. 34.

19. These figures are taken from those used by the Committes on Sta-

© tistics of the LA.LA.B.C. See United States Burean of Labar Sta-
tistice Bulletin 359; p. 22.

20. This sum Is not the present value of expected future gains, but
merely the totzl accumulated gains during the period of work ex-
pectancy. If the present value was desired, it could be found by
answering this question: How mnch will annual payments of $300,
at an assumed rate of interest, amount to in 20 years?

21. It may be objected that once this $128.71 is invested in & disabled
person, it ia never returned, and that, therefore, the total cost is
$128.7x plus interest in perpetuity. It should be noted, however, -
that the increased earnings could also draw interest, and would ao«
cumulate at a more rapid rate than would the interest charge on the
amount of the investment.

22. Many employers overestimate the likelihood of second injury cases.
Out of 1,500,000 claims for compensation, there were found only 40
second injury cases resulting in total disability.

23. For a complete discussion of the Ford Motor Company's activitics
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in rehabilitation, see a paper by Dr. J. E. Mead, the conpany’s
chief surgeon, in the Proceedings of the International Conferesce on
KRehabilstotion of the Disabled, New York, March, 1919,

Caarmss X1

I. Statement of Mr, William J. French, found in United States Burean
of Labaor Statistics Bulletin 333, 1923; p. 284.

2. In some of these jurisdictions, the employer or insurance institution
pays a hump sum which is delivered directly to the beneficiaries; in
others, the payments are first made ©0 a judidal anthority or to a
special fund.

3 Insome of these countries, the pension can be corommuted for a lump
sum, as in Austria and Poland. In Germany, commutation can take
place only in case of incapacity of less than 20 per cent.

4. International Labour Office, Studies and Reports, Sevies M, No. 2,
1925; p. 220,

5. Monikly Labor Review, May, June, July, and December, 1919,

6. Special Repart of the New York State Employers’ Liability Com-
miasion.

7. A study made by the statistical division of the Travelers' Insurance
Company, printed in Mass Prolection,

8. Sec. 102.09, 3, &

9. A description of the California Study i contained in a pamphilet of
the Califarnia Industrial Commission, entitled A Rodional Death
Bensfil,

10. A California case, as described by an official of that State.

5. An Ohio injury case.

12. Cost of Living tn the Uwitod States, United States Bureau of Labor
Statistics Bulletin 357, 1904,

33. Paul H. Douglas, Wapes and the Family; chap. 11,

Crarrir X11

X. Wasde in Indusivy; p. 332.

2. J. L. Coben, Workmen's Compensation x Groal Britain; p. 45.

3. Federated American Engineering Socicties, Woske i Industry:

P 333
4. American Museum of Safety, Safely, January-Febouary, 1926;

pp 3-8
5. For a complete account of accident prevention in the Ford plants,
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see an article by R. A. Shaw entitled, *Safety Work in the Ford
Organization,’ in Safely, January-February, 1926; pp. 17-26,

6. These "conditions’ may be due to physical irregmlarities, such as the
absence of machine guards; or, as noted in Chapter I, they may
be due in large part to soch factors as faulty instruction, poor
discipfine, and so forth. Whatever be the cause, the problem is
essentially the same, It is one of finding ways and means of correct.
ing these faults wherever they exdst,

7- The term ‘concern,” as used in this chapter, applies to all employers
sabject to workmen's compensation laws, As was shown in Chapter
I, building construction has come to be one of the most hazardous
occupations, ‘Transportation and trade likewise account for a cone
siderable nuxober of injuries. ¥n Massachusetis, for example, the
order of industries, from the standpoint of the annual number of
fatalities, is transportation, building trades, trade, iron and steel,
textiles, and so forth. This arder will vary from State to State,
depending upon the prevailing types of industries.

8. Data cbtained from an article by Mr. Ethelbert Stewart, United
States Commissioner of Labor Statiatics, in the Monthly Labor Re~
vicw, January, 1928; pp. 6772,

9. The Industrial Bulletin, New York State Department of Labor,
August, 1927; p. 307. :

10. A. C. Callen, Mining Congress Journal, July, 1926; pp. 494~500,

11, Tbid.; pp. 494-500,

12. Mr. Harry Plythyon in his book, Xe Rock Dust Remedy, published
by the Belle Vernon Agency, Belle Vernon, Pa., takes issue with
the United States Burean of Mines over the question of the effec-
tiveness of rock dusting in reducing mine explosions, Mr. Plythyon
takes the position that too much emphasis has been placed upon
the coal-dust theory of explosions, and not enough attention has
been given to explosive gases. ‘These gases, he contends, are due to
faulty ventilation. The controversy about the cause of accidents is
one of mining technique. It is not our purpose to take sides in this
issue. Either theory isin accord with the contention of this chapter,
namely, that mine disasters can be lessened if only the money will
be spent for that purpose.

13- The American Labor Legislation Review, June, 1927; p. 134.

34. Taken from the New York Times of April 3, 1927, The article refers
to an arrested mining disaster near Washington, Pa., on April 2,

. 1927,
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15. A, C, Callen, Mining Congress Journal, July, 1926; pp. 494500,

16, The fear of the competitor is a great deterrent to all kinds of
attempted labor legislation. It exists between two companies, be«
tween the industries of one State and those of another, It exists
between nations,

17, W. H, Cameron, The Problem of Industrial Safety, United States
Bureau of Labor Statistics Bulletin, 359; p. 118,

18, The Federated American Engineering Societies, in investigating
wastes in industry, found that there were many ways in which
companies might have reduced their costs, but that they did not do
80 Jargely because competing firms were equally inefficient, and
none felt the urge to do better.

19. Harry G. Brown, The Economics of Taxation; chap, vi.

Crarrer XIII
1, In California the base was the loss to a common laborer of an arm at

the shpulder, The figures used here are not those for a common
laborer or any other particular type of worker. They represent the
results obtained from @ review of the experiences of workers in
many cccupations, as disclosed in the Ohio investigation.

: 2. If theinjured person is normally left-handed, the opposite procedure
would be followed.

-3. The actual difference in the loss of earning power was about § per
cent (absolute), The rating on which the 2.5 per cent adjustment is
made is an average for both right and left members,

4. In Bulgaria injured workers are divided into five general classes,
according to the amount of daily wages, as follows:

Damy Waces ANNUAL PENSION
Up to 15 leva 3600 leva
16 to 30 leva 4800 leva
31 to 45 leva Sooo leva
46 to 60 leva 7500 leva
61 and over 9000 leva’

1t should be noted, however, that the sbove classification is based
upon wages, and not upon the amount of skill required to pursue an
occupation. Wages are not always a measure of skill and are, there-
fore, not always a measure of adaptability. In support of the Bul-
garian plan, it can be said that the annual pension does not increase
a3 rapidly as the daily wage, and to the extent that wages measure
adaptability, the fivefold wage classification is permissible.
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5. If snch a system were adopted and careful records kept, it would be

only a relatively short time until enough data would be availahle
1o assist in the work of classification, Especially would this be true
if similar methods were employed in several States, and the com-
bined results tabulated and wsed.

6. In preceding chapters, considerable attention was given to the

mentality of the worker. At this point, it should be noted that there
is a direct relation between age and mentality, in the sense that
the aged worker has a slower reaction to any given set of conditions
than has the younger man.

7. Since Class B ocrupations stand approximately midway between

the other two classes, they may be thought of as being representa-
tive of all occupations.

8, The per cent of average weekly wages paid as compensation in

Wisconsin,

Caarrez X1V .
X. It has been argued in some quarters that, if compensation benefits

2

are made too liberal, some persons will deliberately injure them:
selves. This position does not seem sound. Once injured, some per-
sons may deliberately prolong the healing period, but most workers
would be unwilling to take the chance which accompanies a deliber-
ate injury.

No State has ever made even a beginning in such a campaign. Jn
Ohio, for example, 1 per cent of the premiums collected is used for
safety work - one dollar for prevention, ninety-nine dollars for
cure! Is it any wonder that there are 80 many industrial accidents?

. E. H. Downey, Workmen's Compensation; p. 14. 1t will be recalled

that in Chapter XII the question of the incidence of workmen's
compensation premiums was raised. Mr., Downey, in the above
statemnent, proceeds under the assumption that increased premium
costs will invariably be added to the cost of the product. It is im-
portant to note that the truth or. falsity of this assumption is not
pertinent at this point. The only important fact (according to
Downey) is that the cost, however distributed, is not prohibitory.
A question of much greater importance raised by the quotation is
whether such a relatively small increase in premium costs would be
of sufficient importance to make further accident reduction possible.
In Chapter XII it was argued that it was not the total preminm
coet that was important, but rather the cost to an individual pro-
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ducer. Whether the single producer will be induced to try to pre-
vent accidents will depend upan the type of rating system employed
for the determination of premiwm rates within the industry and in
each establishment. It should also be remembered that, through a
system of penalties of various kinds, it may be possible to bring
pressure to bear in individual cases when the premium is unproduc-
tive of results,

4. An argument sometimes used to justify the difference between
compensation and wage loas is the principle of ocoupational risk.
According to this principle, full compensation should not be given
because some accidents are the fault of the worker, This principle
had its origin in the employers’ liability laws.

5. Workmen's Compensation Act of Wisconsin, with 1925 amend-
ments; p. 17.

6. R. M. Woodbury, Workers' Health and Sofely ~ 4 Slalistical Fro-
gram; pp. 13, 14-
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