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Workmen's Compensation
Speech delivered by Mr. Miles M. Daw.-ou on Worknion's

Compensation, at a luiichodii of the Caiiiidian Maiiut'at Hirers

Assoeiation, at Met'onkev's, Toronto, on Friday, Manii titli,

1914.

Mr. Dawson, after referrinf; to various honors wliith had

been conferred upon him in C'anaila. said : And hist, luit not

least, I was ;riven the opiM>rtunity hy the Association wliich is

givinfj the luncheon here to-day to appear before Sir William

Meredith and present evidence to assist him in arrivin;; at his

conclusions as to what he would recommend to the I'arliament

of Ontario. And now ajjain, just prior to a final dci i.-ion on the

part of the (tovernment as to just jtrecisely what fi)rm tiie Act
which they are alwut to })ut l)el'ore Parliament sliall take. I am
given another opportunity. I cannot say how much 1 appre-

ciate your being here to-day, realizing that all of you are busy

people and that you would not turn out exce[)t for tiie purpose of

considering matters of real, serious import to you and to your

country.

The bill which has been prepared here and was submitted

by Sir William Meredith is, in one of the most imjiortant par-

ticulars, along the lin? covered by the testimony which, ..ii

behalf of the Canadian ilanufacturers Association, it wa^ my
privilege to offer about two years ago—testimony the accunicy

and truthfulness of which Sir William was ai)!e to verify by his

own studies abroad, undertaken after the testimony was given.

In that particular—the most important particular in con-

nection with the bill— it is a distinct advance uimii almost any

legislation which has so far either been enacted or considered

and recommended in the Fnited States or in Canada. I refer

to the provision matle as regards almost all the leading industries

of the Province of Ontario as to th" method by which compensa-

tion should be supplied, vi/.. exclusive mutual insurance in a

fund in the custody of the Province and to be disbursed l)y it.

I am confident that the more consideration you give to tills

matter the more you will be convinced that tln't determination,

arrived at by Sir William Meredith after .starting out from the

contrary stan<lpoint, is ab.solutely v -e and should not be con-

fined even, as he has confined it, to the industries therein named,
but should be extended. I shall address myself presently to

the reasons why 1 am of this view, why 1 consider it should be

extended in some resfwcts ; but at J\e present moinent T will

with your consent, address myself to the question of the excep-

tions which have been mentioned in the liill. With the desira-

bility that very large business enterpri.ses be, if they choose

and prefer, segregated into classes by themselves, 1 have no



quarrel. To be precise, I know of no r'ason why large railroad

corporations operating within the Province of Ontario need

necessarily be grouped with other railroad corporations operating

in the Province of Ontario in an insurance plan. I think it

not at all improbable (and it prove<l to be the case in Germany)
that these corporations may yet see the wisdom of suc^h group-

ing; but if any of them wh h are large enough to give a safe

average on account of the vast number of employees prefers to

be segregated into an insurance group by itself—in other words,

virtually to carry its own insurance—I see no objection to ihat

course. I am likewise not at all sure that it would not Iw wise

for this principle to be even further extended at the discretion

of the Commission which is to be appointed. It is perfectly

obvious that there are corporations and private employers en-

gaged even in these lines of business who are in no such posi-

tion and who cannot be with propriety permitted to make any
such election, becuuse they do not have the requisite number of

employees to give a safe average—because their finances and
general condition are not guch as to make it safe for them vir-

tually to act as their own insurance companies. I therefore very

respectfully suggest that it would be well if Sir William and
the Government would take under consideration whether, in-

stead of excluding these employers from their operation—the

general operation of the Act—and permitting them to proceed

on an entirely different principle, namely, that of the individual

liability of the employer—it would not be wise to require them
to conform to the general principles of the Act, but grant to the

Comnii' on tlie broad disc retion in creating new groups of in-

dustritv- for insurance purposes to permit such segregation of

individual large industries, including railways, telephone com-

panies, telci^raph ccmpanies and the like, as in their opinion it

may be wise and proper to permit, to form a class by themselves.

Xow. if that policy were followed it would differ from the

policy which has been adopted in the .\ct, not by compelling the

GraiKJ Trunk Railway Corporation, for instance, to be grouped

with the Canadian Pacilic Railway Corporation and assessed

alike with the payment of common losses. You could still

permit, as docs the draft Act already drawn and reported

by Sir William Meredith, the Commission to set ii[) either

of those railroad corporations by itself, in a class by itself,

and assess it with the payment of the claims arising among its

employees. But it would differ in the following very important

regards: First, it would put the machinery for adjusting the

claims upon that railroad in the hands of this Coi>i' i= ion

exclusively, instead of leaving them to private bargaining and

adjustment between the railroad corporation and its employees.

Second, it would provide for the payment of all compensation

to the employees of that railroad company through this Conmiis-

sion, and thereby you would have both of these things being done'



more economically, because you would liavo hut vine nuichinery
in the Province for doinjf it, instead of a duplication of that
machinery in dilTerent parts of the Proviiur. Aiul you would
havo it done more elliciently. because tli" a>jciits of the I'rovince
are present everywhere, for the convenience of the entire neigh-
borhooil, and arc ready to take up promptly the adjustment of
all claims of this charwctcr, and because those jiersons who arc
to receive compensation on account of accidents upon the rail-

roads, for instance, may go away from the communities where
they once lived and from the neijjhltorhoods in which the railway
is represented, but they <lo not move away, so long as they remain
in the Province of Ontario, from the neighborhoods where the
Province is represented through this Conmiission. So that you
see the whole machinery for both adjusting and paying these
claims can be much more economically and elliciently admin-
istered through one agency, your Commission, than it can by
the duplication of those agencies on the part of private corpora-
tions.

Now, not only that is true, but it is also true that you will
be far more sure of a uniform and fair operation of your iaw
than you can possibly be if a part of it is left, in its adminis-
tration, virtually with the employers themselves (applause).
And it is exceedingly important, from the working-man's stand-
point, that no part of the working nien of this Province shall
be left, when a state fund had been created, to fuss it out with
their employers, first as to how much shall be allowed, and
secondly, as to whether it is to continue to be paid (applause).
Therefore I strongly recommend to you the adopting of the
•nain principles of the draft Act reported by Sir William Mere-
dith, to which he has given years of careful consideration, and
in the preparation of which he has exhibited unusual candor and
unusual sobriety and unpartisanship in every regard, and in
adopting that principle—that sound, correct principle of the
establishment of a state or provincial fund—you do not permit
this departure, but insist or require that all the employers em-
braced by this Act shall become part and parcel of the system,
with only this condition, that it shall be within the power of
the Commission, when convinced that it is wise in all regards, to
permit an individual employer or a group of employers other-
wise associated, to be formed into a special group for the pur[>ose
of this insurance, in which case there would be no difficulty about
taking care of the problem of railroad corporations, teiephone
corporations, telegraph cor])orations and the like.

That is the policy which has been followed in the law in
New York, and althongh in many other respects and in the
most important regard that law is not uniform, in this one
respect the Nev York law i decidedly superior to that which
has 'been reported by Sir William Meredith. Our direct reason
for so providing in Xcw York was tiiar it was considered that
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«11 tlu' adjustnu'iiis aixl pa.vnionts of claims should be made
through the pubi authorities, and that in Hl)!«olutely required

there, notwithstan.linjr the fact that, as I say, in many impor-

tant regards thcv are not, and in the most important regard of

all in my opinitiii they are by no means, in as good a position

in regard to their legislation as you would be under this draft

Act. with such amendments as naturally would suggest them-

selves.

I think this is a good point before I proceed to speak of

one additional important particular in which in my opinion the

tentative suggestion of Sir William should be departed from,

and as regards which I chance to know that his own mind is

entirely open ; but before proceeding with that I think this is

also a good point to talk a little about the New York law in

the preparation of which, as Governor Glynn's adviser. I had a

hand. The new York law is not only not a model law but was

not put forward as such. It is the best law which we could

pafes in New York under the conditions that there actually ex-

isted, if we were to have any Workman's Compensation Act at

all. Those of us who have given ten to fifteen years in the

past largely to the work of creating public sentiment in favor

of this way of dealing with the compensation of workmen and

their families for the consequences of industrial accidents are

naturally not disposed merely to stand still and prevent things

from being donp. (Applause). And if the people of the state

—

as lias been the . ase in a great many of our states, I regret to

say—are so blind and so ill-informed and so prejudiced and so

poorly organized that they cannot and will not see what is the

most economical and efficient way to do this thing, then those

of us who are in favor of workmen's compensation are not in

favor of nothing being done. In other words, to state that more

clearly to you. if it will cost the people of the State of New
York (as I really believe it will), almost twice as much under the

law which has been enacted there than it need cost, it is still

a better thing to adopt that law than to sit still with all the

injustices of old conditions continuing. And it is on that basis

that the support and even the co-operation of those of us who

see, we think verj' clearly, what is the simplest and most econom-

ical and most effective way to give this relief to the working

population and thereby to the whole people, is given to the New
York law. It is because we believe that the giving of relief is so

highly important that we say "If the employers of the state, as

is true in New York, are utterly disorganized, take no action

such as you have taken and are taking here conjointly—do

nothing to study these questions from the standpoint of the

imon interest of the people and from the common interest

yji themselves, and if other influences interested in the working

people of the itate, including the insurance companies, which are

very powerful in New York, are looking out for their interests

in tlio matter of seeing that no legislation can be passed that is
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not !*ati.Hfaitory to thtm, tlien tlu' intort'strt of 'loy^r*

and the stntc will hav«' to sutTcr." Jt is not t ... of ouo

who is intcrestod in t\\v wliole people— who ib rested in

KUeli n : hject as workin^rnien's eoniiHinsHtion and ip. the jieiicral

-, 'ijeet if .Hoiial insurame an a eitizen— it is* none of hin husine.ts

tj 8T> ,d his entire time lookinp out for the interests of tlie

employers if they do not look out for their own interests. And
that is exactly what has happ' >'d in the State of N'ew York.

They liave not looked out for tueir own interests. They hav" not

even tr^ed to look out for their own interests. They liave been

represented at Albany, when at all. by very small, or by no

groups 'it all—merely by one individual employer, and he not

infroqtienlly—and no doubt most frequently—th(>re soUly be-

cause on the other end of the telephone wire was a live insuranee

manager who urged him to go. Under >\uh conditions as these

individual emnloyers wer«' th only representatives before the

Xew York Legi ' 'ture—wher ere was one bill drawn directly

in the interests of the rnsua insuranee i-ompanies and one

drawn directly in the "iter<^8t.., and largely mistakenly, bnt di-

rectly for and in iiie ••iterests of. the labor organizations' of the

state. There was no f"otive representative at any time of the

interests c
"

'.'e emplo-r., of the State of New York: and that

is the rea* . why th" bill which was adopted in \ew York

left the door opeii to employers to elect either to be insured in

the State Fund or in the stock insurance company or in the

mutual insurance company or to carry their own insurance if

they ean convince the Commission that their financial position

is such that the Commission would be warranted in permitting
' them to do it. In every one of those cases, however, the State

assumes the responsibility of the adjustment of every claim and

assumes the responsibility of collecting the money from the in-

surance company or the employer and pays the claim with the

money so collected. I do not need to say, as most of you are

aware, that the syste- is an awkward, expensive, intricate system

at best.

Now, let me point out one thing that introduces—it intro-

duces as a necessary element to this proposition—the agent.

The agent has absorbed upon the average from twenty-five per

cent, to thirty per cent, of all the money which you employers

have paid. He is not necessary any more than the ambulance

chasing lawyer will be necessary under the plan Sir William

Meredith has wisely put before you. But the moment you in-

troduce this exceedingly attractive, almost seductive proposition,

that each employer should be permitted to select the particular

method that he' thi; Ics will be wisest and most efficient and

best, just that minute you make the agent an absolute necessity

and you will pay hiin anywhere from twenty to twenty-five

per cent, of all the money you draw your cheque for for the

beneficent kindness which "he exhibits in making up your mind

for you. (Laughter). Now, they did such a thing as that
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out in Michigan. The law went into effect, the State Depart-
ment, with the new State Fund perfectly su? ne, making no
special efforts to get anybody, but mutual companies recently

organized by manufacturers going out of their way and taking
their valuable time to organize them—the mutual companies' got

two per cent, of the business and the State Fund got three

per t lit. and the stock companies got eighty-eight per cent.

You might as well not create a State Fund at all, and in all

probability if it is created it is simply a waste of time, and
you have saddled upon the State of Michigan the commissions
of those agents'. Now, if anybody came before you—if my
brothers of the legal profession, for I am a member of the

legal profession—were to come before you and to argue—no
matter how much they kept in the background their personal

feelings about the matter—that is only a clever piece of busi-

ness; if they were to come before you and argue that this bill

had to be so drawn as to give wide opportunities' to attorneys

to serve the employees and yourselves—because, don't forget

that the lawyer does serve, he works for his living like other

people—what would you all think about it? And yet you are

taking away, when you pass legislation of this sort, a large

part of the income of the attorneys, of the lawyers of the Pro-

vince of Ontario. They are not here howling about it, they

are not here urging you to tax yourselves somewhere from

twenty to fifty per cent, of all the money you pay, for their

benefit, and they are not here advancing specious arguments

that it will be tremendously beneficial to you if you will leave

things so that you have a selection between four different

methods and thereby leave things so that a lawyer can afford to

come and talk to you about the method he would advise you

to go into. If those lawyers were here trying to convince you

of anything of that sort they would be ridiculed; and when
insurance companies do that they should likewise be ridiculed.

(Applause).

Now, in making that statement to you I want to explain

—

because it is only fair I should explain—that I have been a

student of this subject of insurance and its general principles,

including the choice of companies and so forth, for very nearly

twenty years. Some five or six years ago I was requested by the

Russell Sage Foundation of New York to visit Europe with an-

other gentleman to make a special study of this subject and

come back and prepare a report in book form, which we did.

Now, when 1 sailed away from these shores, my profession being

that of insurance lawyer and consulting actuary, familiar witli

insurance companies of one sort and another for my clients, hav-

ing had the largest casualty company in the world as my client

and having had the largest casualty company in the United States

as my client, having the opinion, as all of us nearly have in whom
English or British blood flows, that naturally if we don't do it

best in Canada or the United States they have proibably done it

I

1
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I

best n Great Britain (Applause) I left these sliores suppos-
ing I would come hack confirmed in that view. We studied and
studied carefully through the different countries. At the same
time we were doing so the ('hancellor of the Exciiequcr of Great
Britain was making a tour through those countries, he himself
for the Cabinet looking into some of these subjects. When I

sailed back to the United States after several months' absence I

did so considering within myself what was my duty ; because I

had concluded that while other ways of doing it were not neces-
sarily bad, the most economical and efficient way of doing this
was the way in which it had been done in Germany, the way
which i.s the foundation of Sir William Meredith's report to you.
I had a perfect right as a member of the actuarial profession to
button up my opinions within me, take a public attitude upon
+he question, talk atwut workmen's compensation in general
terms, discuss learnedly different principles of dealing with it,

and take the practice which was tliere at my beck and call from
our very wealthy private companies and the wealthy stock com-
panies of other countries doing business there, and from the
mutual companies ; but before I stepped off that vessel I knew I

had no right to do it. (Applause.) And if you go carefully
mto this subject you will come to the same conclusion, that no
matter what your predilection, no matter how easy-going and
kind you would like to be in this matter, you cannot do your
duty to yourself, by your workmen and by tlie people of the Pro-
vince and permit any stock or mutual insurance company to have
anything to do with this subject whatever.

Now, in order to make my point clear about that I must very
briefly address myself to principles—to fundamentals. Before
this Workman's Compensation idea came along we all regarded
this as an individual matter between an employer and his em-
ployee, and the question as being whether the employee deserved
to receive money—which means that something the employer had
done or failed to do entitled the workman to receive compensa-
tion, and the que.stion as being whether the employer ought as
an individual to pay it. Necessarily on the only sound basis
that we could consider such a question we argue it out this
way: The employer as an individual should not Iw required or
expected to pay this workman and his family any money not-
withstanding they may hav(> suffered, unless, first, the employer
.shall liave promised to pay, or, second, shall have done that
workman some wrong, through his wilful act or negligence, which
entitled the workman to recover. That was our notion, and
perfectly sound, too, from a purely individual standpoint. Now,
upon what sort of basis does workmen's compensation stand
which says that every workman who is injured in employment,
unless it was through his own wilful act, shall be compensated,
and that the family of every workman killed in that enijiloy-

ment shall be compensated, unless it was through his own wilful
act—and in some cases it has been deemed wise to strike that out



10

with regard to employees killed—I sny upon what l)asis tlioii

could it possibly stand ? Now it does not stand at all upon the

individual basis. As between that employer and his employee,

considered merely as men, it would not be at all rijrbt that any

su"h thing should be enforced. For instance, a small employing
painter has one person working for him. That eni[)l()ye(l painter

sets up a ladder, drinks his own whiskey, or the wiiiskey some-
body lets him have. The ladder which is not securely set or

put together falls down and he hurts himself or breaks his neck.

It is obviously outrageous and also ineffective to try to compel
thitt little employing painter, supporting his own family, to

turn around and support this other fellou V family. And yet

there is a good reason why this other fellow's family should be
supported, namely, that we would not let them go without a
living. You don't do it now in Canada ; you never did and you
never will. (Applause.) Then how arc you going to do it?

To-day you do it either through public or private charity. It

is found that in the State of Washington, where they have a plan
like this in operation—and it is only where they have it in
operation as a public matter that you ever find the things I am
about to say—they find that about eighty-five per cent, of the
men who have heen injured or killed have no other income to
supply them—in other words, eighty-five per cent, would have
fallen upon public or private charity in some form. The imblic
pay it all right. It is merely a question, then, of how we shall
arrange so as to pay it better, more economically, more effi-

ciently, and in order that the families may t)e cared for properly
and shall not be pauperized; and so as to bring about greater
efficiency of labor, which is absolutely the greatest capital that a
Province or country can have. That is what it is. It is not a
private matter at all, it is a public matter, and it rests upon
this foundation. The great Bismarck saw that. Xow I may say
to you he saw it when it w^as presented by his enemies, and that
is one of the most important things in the world—to be able to
see things when they are born in the brain of your enemy.
(Applause.) La Salle, perhaps the most brilliant young leader
of the Socialists (had he lived, had he not been murdered when
a young man, it is not impossible that Carl Marx as the leader
of Socialism would scarcely have been heard of, so much more
brilliant was this young leader;)—while the conceptions of
Socialism which you have all heard ad nauseam, namely, as an
earthmade scheme to pour all humanity into one mould, were
being worked out in the most prosaic form. La Salle reached the
general principle that the waste of humanity in indusliy on
account of accidents ought, as a mere matter of efficiency" and
common humanity, to be taken care of in a business-like way, and
he gave voice to that idea before his untimely death. There
never was a man probably in the world who hated Socialism
worse than Bismarck, but he did not hate the truth; and he saw
that idea, and this is the form it took in his mind, not that the
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workman m case of injury, or his family in case of death, shouhl
be supported by his employer, but that proper provision on an
economical basis should be made for their support by all the
employers engaged in that common line of industry—not with a
view that they would bear the burden, but with a view it would
be added to the cost of the product and therebv to its price to
be paid ultimately by the people who consumed the product.

'

In
other words, he conceived this as a public matter; by th» taxa-
tion of the employer through insurance premiums collected from
hini a fund should be created out of which the compensation was
to be paid as a form of indirect taxation upon the consumerswho havmg enjoyed the product in which this waste of humanitv
had taken place, had to pay for that along with the other costs

"

Now, gentlemen, that is the iden which has conquered the
world one country after another. Workmen's compensation would
never have entered into so conservative a min.l as that of Lord
Salisbury in Great Britain, who first introduced the Workmen's
tompensation Act there, had it been presented as a matter be-
tween one man and another; it never could have swept from one
part of the globe until every civilized country had adopted it
a^ a matter of principle, had it not been that it wa.s a principle
that did not in the least conflict with our common and re-niiar
and correct perception of the relation of one man to another
Aow as I have said this is a public matter. It is not your

habit, I take it, in Ontario, from what I know of yoii to
entrust public matters to private corporations. You have not
adopted the system which those of you, and that is most of you
I know learned when you were studying Latin and Roman
History was the system of the Roman Empire, especially in
its decadence. You have not as- I understand it up to the
present time adopted the system of farming out the taxes in
Ontario. You have not said to any private individual or cor-
poration in Ontario, you turn in a certain amount of money
necessary to cover a certain public purpose and all the rest you
can collect on top of it you can have. If you have done any-
thing like that I have not heard of it. It is sometimes said we
do something the same or something somewhat like it in the
protective tariff (laughter), but even if it were true we did not
intend to do it, and most of us doubt the truth of it. In any
event the farming out of public taxes and the permitting of the
collection of money for public purposes through private agen-
cies, and especially heir disbursement through the same private
agencies, is a thing which you have not tolerated and would
not tolerate to-day. If that is so why should you tolerate it

here and why should you tolerate any choice about it here?
And especially why should you do 't in face of the facts? Let
me tell you what are the facfcj. I made a careful analysis
of the expenses of our insurance companies in the United States
in connection with employers' liability and found that just
an even fifty cents out of every dollar taken by those companies
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was used for expenses and that out of the remaining fifty cents
not quite all by any means reached the workmen and their
families. It is the part after all that reaches the workmen and
their families that is going to perform this public duty of taking

^'jT
workmen and their families. Now, 100 per cent is

added to it for expenses of administration, and even then you
have not met the public part of it, because the public under
their systems have to maintain their courts of commissions or
whatever other means they have of determining all questions
in dispute—that has to be added.

Whe,: I first began to talk about this after leaving that
vessel, It was with the idea that it was almost a hopeless task.
I felt about all that could be done in my country and in this
was to say that undoubtedly the German plan was the best, and
yet strangely enough it has not wholly been true. We 'have
had several states in the United States adopt state funds.
Washington was the first. When we used to talk about the dif-
ferent state systems we would point to the ten per cent, expense
rate in Norway, to the eleven per cent, expense rate in Austria,
to the thirteen or fourteen or fifteen per cent, (which, however'
includes a vast amount of money used for the prevention of
accidents) in Germany, and so on; and we have always been
met with the argument in my country—I don't suppose" any of
you here ever dream of saying that thing about vour country—m my country we have always been met with the'argument that
the United States was stuffed so full of bad politics it waa
utterly impossible for us to duplicate anything like that, that
we would find it the most wasteful administration, that i't was
the most costly and expensive way for us to conduct this. They
started it in Washington—and it is wild and woolly like British
Columbia—it is not a settled section like Ontario at all, and it
has some disadvantages; they are scattered over a larg'e terri-
tory and not compact and not easy to get at—but they have
been in operation for two years under a pure state insurance
plan where they do not have any other way to do it, and the
state makes appropriations for paying the expenses out of the
general taxes; they have handled into the millions of dollars,
adjusted their claims, got that money directly to the workmen
and their families and it has taken about eight per cent,
instead of one hundred per cent, of the amount of money that
went into the net fund to pay all of those things: (Applause).
So you have an illustration right before you now.
There is one other phase of this matter that I postponed to

talk with you about, it is somewhat difficult and yet I do want
your most earnest attention. It is of extreme importance and
it does call for the exercise of the grey matter within your
brain to catch it. and T don't want it to get away under any
circumstances, and that is this: This is a public matter and
you should deal with it in all particulars as a public matter in

my opinion, and one of those particulars is that you should
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not arrange for large enormous sums of money to be cached
somewhere at low rates of interest for the future requirements
of the plan. You should collect the money for this particular
form f*" relief through taxing the employers, for insurance prem-
iums collected for that fund are nothing but a tax—vou should
collect it in the same way as all your taxes—as the monev is

required—with reasonable margins for fluctuation reserves', so
as to take cart of the situation, and no faster. Tn illustration,
here is a man injured, he is going to stay injured all the rest
of his life. You do not need to collect more money than is

necessary to pay him this year from your industries this year.
You do not need to collect the present value of all the moneys
that will be paid him throughout his entire lifetime. Now, at
first glance that may not impress you as strongly as it does me,
but I want to gi\i' you an illustration. If yon do it the correct
way you start with a light cost, very light, slowly increasing
until it reaches its equilibrium, which will be somewhere from
twenty to twenty-five years, and during the earlier part of that

period you will have those sums of money in your industries

—

in which, as you all know, they are earning not merely the or-

dinary rates of interest, but much more than the ordinary. If

you take it out of your industries and hank it in a special

fund there yon do introduce a peril in cf)nnection with state

and provincial management, which is utterly unnecessary for

you to introduce, and you introduce the certainty that it will be

loaned at low rates of interest on specially rcstrict(- 'is-^es of

securities and that the return of that money to yo iidustry

will be difficult and very much impeded.

Suppose you had no form of poor relief at ail in Ontario, and
the distress of the beggars swarming about, as they do in some
European countries, was so great you decidi'd to introduce it,

—

is there any mar or woman within the sound of my voice who
would dream of such a thing as putting upon the peo|)lc of

Ontario a tax this year to provide not merely the amount you

would have to put out in poor relief this year, but all tlie

amounts you would have to put out in the future on account of

all the people you put on p<x)r relief this year? (Applause.)

You know perfectly well there is not, you would not do such a

thing, you would regard it as a perfectly insane thing to do.

Then why do you talk about it in connection with workmen's
compensation? Again you talk about it because you don't alto-

gether get away from the notion that this is somehow an indi-

vidual and voluntary matter, whereas it ought to be a public and
compulsory matter.

Now, where you have the choice of companies, for instance,

the employer has the op)inrtniiity of insuring in the state fund
or in the private stock lompany or the mutual company or to

carry his own risk or to make a change from one to the other

whenever he chooses, then vou have not the choice, and you must
both in the state fund and in all these institutions require the
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accumulation vear after year of monev to meet those claims.
Let me give you an illustration. If vou did not require the
«tock company to do that, after awhile, when claims began to get
too big. It would drop out, they would not be paid ; if you did
not require the mutual company to maintain those capitalized
reserves they woul.l come in and assess themselves for only
enough money to meet <urrent payments, and then, when they
got too large, they would drop out and vou would not get your
future payments paid, and if you let the emplover run along
with his own insurance and not charge up against himself the
present value of the amounts he was going to have to pay in
the future, Ins balance sh.-et would not be the correct one, and he
might be insolv,.nt. an.l lie lil.,.|v might go to pieces and the
claims would not be paid. So you see under anv kind of volun-
tary syi,tem, whether it be absolutely voluntary or not you can't
get away from that capitalized value method. But just themoment you conceive of this as a scheme for public relief vou
can see that the system of setting up capitalized values is simply
Wild and that there is no justification for it. There are two
arguments brought forward why it should be done; one of those
arguments is, that, while it is true that the curreit cost is
cheaper at the outset and for a number of years to come in the
long run It will be more expensive. There are two things to
say about :hat. In the first place, if it were not possible to
prevent accidents to a large degree, and reduce their number and
seriousness, it is true that the mere summation, the mere adding
up of the amounts of money which the emplover would pay
during the period of fifty or one hundred years would look
smaller on the capitalized value method than on the other
iiut when you figure up your capitalized value at only three and
a half or four per cent, interest at the outset, and you remember
had those industries been able to keep it in their business it
u-oul([ have earned anywhere from six to twelve per cent 1 don't
think you have made any money in the process. But that is
not all about it As compared with the choice of companies
and setting up the capitalized value method, it is not, and can-
not be, even at its highest point, nearly as expensive as tho
insuring in these stock companies, which, as I have pointed
out to you, adds about one hundred per cent, to the real cost.
Ihe leading actuary in this line in Germany has made calcula-
tions which I have here with me showing that if the volume
of wages did not increase at all during a long period of years
the current cost method would cost less for seventeen years It
would then pass the other slightly, and by the time it reached its
full equilibrium at the end of some sixty years it would be about
hfty per cent higher than the cost for that time of the capital-
ized value. Remember the difference between eight per cent
for expenses and one hundred per cent, and you see fifty does not
look big at all even on that basis. But that is also modified by
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two tilings, oue of thoin is the lej^itiniatf aii<l (onstaiit fjrowtli
of our i( lustries which ti'iids to keep these i>ercenta>res down,
and by one otlier thiiijj, and that is the most important of all!
and 1 would like to have you f;ive as close attention io this as
you pf)ssihly can as business men. as I JM-lieve it . the key to
the whole situation. You «annot encourage prevention (ex-
perience has shown it time after time) in anv wav so elT.M lively
as to fasten the eyes of those who can practise picventiDn upoii
the immediate consequences of it. I'nder anv capitalize.l value
plan which you may choose to adopt there will" be a large element
of confusion in the minds of the employers as to what the actual
effect of the prevention of accidents is. Under the plan which
works simply by what we really pay out his mind never gets
off it. They find it true in mutual fire insurance, and they
have reduced, conseqn jntly, the cost to a mere fraction, on the
average one-twentieth, of what it originally cost: they have done
that same thing in Germany. My work, when I went l)ack to
Europe three years ago, was for tiic Fnited States (Jovernment
in making an investigation of the ost of workmen's compensa-
tion in the different countries of Europe, and I want to give you
some idea of what 1 found. Remember, if you will, that Mr.
Beach, the actuary 1 mentioned, found that during the first

seventeen years, even though the volume of wages in the state
did not increase at all, the system of current cost would be
cheaper, take less money than the system of capitalized value,
and that without taking into account at all anything in regard
to prevention. Remember also that I pointcii out in making
the assumption which he did, that the risk would be constant,
he figured it would take sixty years before the thing reached
its full growth. I four' that already, in 1903. just seventeen
years after the law went . to effect, in fact in 1002. sixteen years
after, the rate of agricultural machinery plants in (ierniany

had reached 2.3 per cent, of the pay-roll; in 1!)08 2.11; it

varied from 1902 to 1908 from 1.84 minimum to 2.11 maximum,
showing it had reached that point where it varied slightly from
year to year, that it had virtually reached its equilibrium.

Take another class of industry, and this is very remarkable.

Germany is a great beer country. When they started out the
"

cost in the beer-bottling and shipping institution was 1.7:5 per
cent, of the payroll for the first year; they went to work and
they have been so effective in the reduction of the hazard that

it had reached its maximum in 1888, 2.81. Since then it has

varied from 1.19 to 1.89 and figures like that. In other words,

there has been tremendous prevention in the brewery industry.

I could read you a number of others; there is a long list, 13.')

of them, of which nearly two-thirds, by reason of the prevention
which the employers introduced—and which prevention it is

everywhere acknowledged has been tremendously more effective

under the German system than under any other in the world

—
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brought that cost to an equilibrium at the very point where Mr
Beach said that it had reached the level of the capitalized
valuation.

Now, you all see the significance of this. You are at the
parting of the ways, and whatever you do at this time it will be
hard to undo. If you introduce a system as we have mistakenly
done m New York and which certainly never would have been
done if the employers were near so wide-awake as you are—if
you introduce a system of so-called choice of companies you
saddle upon yourselves all sorts of additional costs and mischiefs,
and if you introduce a system of capitalized values vou will
assess yourselves whether it be through the insurance companies
or through the state fund for a number of years to come a great
deal more money than you require to-day.

'

wir^^ *r<^ ''^?.^^""t^
amendments which in my judgment Sir

Ttilliam Meredith's Draft Act should receive would therefore
De, first, that all of your industries be put under the insurance
aw, and that if some of them convince the Commission they are
large enough and it is wise on other grounds to permit them to
be grouped by themselves, they be so grouped under the insur-
Pnce law; and second, let the idea of setting up capitalized value
reserves be definitely abandoned, so that the Province of Ontario
collect from its employers currently those rates of taxes or
premiums, whichever they may be called, which are requisite to
nieet the current requirements, plus a surcharge for the purpose
of taking care of fluctuations either in the volume of wages oVin
the degree of hazard-sudden fluctuations that may take place-and that there be no choice of companies; that Sir William

flndthll
'7''«/«"^:

"f
o"^ regarding that be not departed from,

Zttf I
^'^"'*'^7 ""^^^ *^''' " P"''''^ ™«tter, to receive}our attention as employers and to receive the attention of theemployees and receive the attention of the entire people ofOntario-to be conducted with a maximum of efficiency and aminimum of profit, and if you do follow this course I am con

tident that what you have done in Ontario will be regarded

donJ nn!'^.?'" ^T' f ^^'T^'^'ely the best thing that has been

(ApplaEse ) '
'^' '
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