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Group Inﬁnramae'is a fairly'recenﬁ innovation and
as such hes eommaﬁd@ﬁ relatively little public attention
as yet. Hevertheless, its ra@iﬁ growth has aasured for
it nm»min@r role in iﬁﬂugtrial relations and in the wels
fare of th@vnatimn*a wage-earning Bl&%&@l The benefits
of ordinary insursnce have long been recognized. Group
protection, affording similar benefits te those who most
need them, deserves any puhliaity'whiéh is has recelived
or may receive in the future. |

| This thesis is intended to cast some light on this
juportant element of dur present industrizl sge. For
gmuch of the matérial here included, I am indebted te
those insurance compenies, teo numerocus to mention, from
whor I sought inforwmation. In its'prep&ratimﬁﬁ I have
found ﬁheipeﬁ of Professor kichell to be indeed mighty

and his eriticisms and suggestions wost helpful,
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Chapter 1

Group Insursnce is a broad ters which inclgﬁ@s several
types of insurance providing protection againﬂt.cert&in
emergencles confronting workers, Certain peasures under-
teken by thé g@vernimg bodies af many countries sre designed
to protect wage-earmers to a2 limited extent. In Canada, we
have Unemployment Insurance and Workments Cémpeméatimn,
which provides relief for workers injured on the job. 0ld
Age Pensions sre designed to assist those who are no longer
able to work and who have no other source of income. Along-
similar libes %o these reliefl umeasures is the reeently en-
acted Family Allowance scheme. This was designed to assist
Canadian families %o produce a generation strong in mind
and in body.

In effect, however, these measures are piﬁifully in-
adequate. The imitiativa still rests on the shoulders of
individusls and ﬁhiﬁ is =8 it should heAiflhumanity'is't@‘
continue its ascent om the lzdder of achievement. Indi-
vidusl initistive has created the institubion of irsurance
which, in its various forms, yr@#ides protection to those
eiigible snd able %o aiford i%, Iansurance protection
produces a feeling of semuxity and & peace of‘mind Which'
is invaluable in modern society.

Large ﬁumberg of the wage-earning population huve




either no such insursnce protection or an icadequate swount.

1
of it. Yo s&pmler@nt oriindry coverage, Group Iuaur“xaa

was concelived to protect lzrge nusbers of persons by means

of a blunket policy, without medicsl examinstion :nd at low

coste GLe policy may provice o Bosic ninimun zwount of
profectxon during an eapiayee!% wage-aurning year
- any or all of the emergencies which he pust face. Subh
emergeﬁcies.aéea
- 1. Death.
2. Loss of income due tO sigsness.
&«  Loss of iucowe due to accwdent.
4, Loss of sight or lisb due to accident.
9. FHospitalligation.
He Fedlieanl expenses.
sn idesn of what Group Insursance is way be obtulned by
presenting a definition of one of its forms. The folldw#
ing is the legal defiﬁiﬁian shich is followed in meny
states of the United statess (Canada hus ss yet no legal
definibion.)
| “Grbup Life Insurance ig bereby declared to be
thet form of 1ife insurzice covering not less
than fifty esployees with oy without medical
examination writien under & policy issued to

1
From & paper on Group Iusurance by %.C. vhite (1$36).

2
L. I. Dublin - %3 Papily of Thirty ¥illion® (p.168),
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"the employer, the premium on whiah is to
be pald by the employer or by the employer
and employess Jointly and insuring only all
of his emplwy@eé or all of an# elass or
classes thereof, determine: by conditions
pertaining to the employment for smounts of
insurance based upon some plan which will
preciude individusl selection for the ben-
efiﬁ of persous other than the employer;
provided, however, that when the premium is
to be paid by the employer end émplay@as
Jodntly and the benefits of the policy are
offered to all eligible @mpleyeés, not less
than seventy-five per centuwm of such em- |
ployees may be s0 insured.®
-Althmugh the sbove definition wis prépareﬂ to

cover‘m;ly Group Life Insmranceg the general principles

eontained in it necessarily apply also to the varieus_

other froms of group Coverage. |

The wnderlying principles of such insurance zre

iy
Kt

the same as those for ordinary insurances .The main
difference lies in the fact that the group is the unit
of selection rather than the individusl, The groups
ihsuraﬁ by an irdividual company are expecteu to pre-
sent the same average experience as is presented by
the entire body of individual paiiﬂywhalderm.‘ Losses
sustained by the insursnce Company On One group ‘are
counteracted by profits on another. |

3 : \
J. B. Maclean - ®Life Insurance® (p. Z57).
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The majority of group plans depend on the cuployer
for thelir existence. & fev ewceptions sxist whevein &

grous is held togeither by something other thon being

r
[

by
3]
w
&

fae]
i

enpicyed by the sane entra.rorncur. Such cases
dou found becsuse they mthen present wnfair sele vtio&
2geinst the insurince C@&ﬁﬁb?u Groups of empioyees

who show evidence of insurih 1lity by the fzet that they
are able to work cun be'émp@ct@ﬁ to hove zt least

low = clals rate =s the general population insured. In
the case of such graup£ as lodges, societies or fro-
ternzl organlzsations, however, this expectation ues not
the sume foundation. If & group gathers specificslly
for the purpose of obtaining l.surance, there will BPTOb-
sbly be s majority of suostendard lives who could not
vbtein protection otherwise,

In all Growup Insurance pl: xs & mester poiicy is
P

§4

issued to the ém,lay&r for the bsuelit of the enpl
to be iusured, In this w&y the cohesion éf the group is
assured, and pressure can be brought to bewr on it, if

th isg n@aeaa&ryy to produce the swooth functioning of

d‘v

the policy. HEmployees of subsiulary uwwpani@s may be
‘ 4
included under the policy 1th the puraut COBBULY » in

such cuses there iﬁ still the centrsl aﬁtharity Yg-
suired by the issursnce compiny. This esployer-employ-
ee relatiopship, whieh is so vitzd to wuny Group
4
Prow an audress by Gm

Procecedings of the 1o
(ps114).

Butherford on ¥Group Insurance,”
snce Imstitute f 50f®ﬂu@yiw¢ﬂﬁ“l
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Insurspnee schewes, is & wajor resson vhy the cost of the

protection is 8o low. The picyer is ulsc the only one
who is vested with sufficient tharmty =nt trust o make
the payroll deductions wiich form the premiums on the

s4 30 negessary Lo wainw

§"

policy. Certzin regulationm are
tain the business on & sound busise Benefits spd cone
trivutions sust be fairly uniform s regards the menbers
of the group snd the extent of psrticipation wust be reg-
ulcted.  These clements wre essentivl to the presentation

“

of & comprehensive vie. of the plan.

In axdition to the protection oifered the ,Mbeweurner
&ur;mg the tine he ib ﬁaf*wwlv esployed, nurercus other
bepefits way be obtaines. The srovisions for cerivin ven—
Wfitﬂ under » Group Insurcnce plen may extend 1o the ea-
‘ployee's %i%e snd childeen. This is often the case in re-
gerd to wedical and surgicsl benefits. In this wayy'ﬁvuiﬁs
on the incowe of & worker occusioned by sickness ar;@gei~- |
dent of his &epemﬁemts with: subsequent lozs of wages, ure
pr@vemtéﬁ to = large extent, znd the sense df security of
the wage-earney incresses proporiicnately. |

Group pension plans act in & similar maoner, since
they give a worker thst peace of mind crested by the
certainty of aﬁfiﬂe&m& even wiber active &mpiwyﬁéﬁt ean
1o longer provide m@ney for the necessities of life. The
benefits of & group pension plan zre often the only ocues

which extend into the period after active employmentw Ex—-

& e

cept in a few czses, other foras of Group lusurancé lapse
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upon cessation of @mpiwymwgtm Salary savings plaus,
ereditors?! group iﬂﬂuramaea and unlon group insurance
ayre other schemes generally incliuded umﬁer‘the heading
of Group Insuranee. Thus peliaiaﬁ wey be fitiéﬂ to
the needs and re uirements of particular groups.

On closer exsminstion of this type of protection,
it may be scen thet 1t is, ip reuiily, no radicszl de-~
parture frowm ordinary insurange coversge. On the ¢on-
trary, it is b ses on the sawe fundamental prineciples.
In the case of life ingur&ncay both ordinary and group
coverage are concerned with the experience of mortality
at different sges of people considered to be in good
physgsicsl condition. 4 meﬁieél exapination is recuired
before most ordinery lasurance policies can be secured,
This is to prevemt "selection® adverse to the camp&nyaa
In Group Insursance, the inclusion of & winiwum nuwber
of workers under a given policy mskes a medical exam-
ination wnecessery. The insurability of suﬂh‘a group
is considered to be &s good us that of %ha'g@naral
population. |

Ratesz set on Group Insurance coverage are, in nost
cuses, extremely low in comparison with the cost of in-
dividusl insurance protection. Group yratantioﬁ lends
itself to the eccnomies of large-seazle production, so teo
speak. By mesns of group policies, the iﬁsur&sae O
pany is ensbled to resch layrge numbers of potentiszl cuse
tomers for & low outlsy in selling and administrstive
eXpenses.

5
See page B,

“J. B. Haclean - ®"Life Iosurance® (p. 561).
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In adaition, mortality experience undey group policies has
often been f@umﬁ”%a be betber than experience under indi-
vidual pelicie { This is probably due t@ the {=gt that
only those p@@@lg who are actively exployed sre covered by
growp policies while sowe menbevrs of the be&y of indi-
vidual policy-holders sre . noi occupied. It is cosmonly
believed that mcﬁivity serves 1o srolong life by cuel-

nezlth. Bigher clsin

4y

iorating an luiividualis stute o
,,,, «tes in the hezardous industries =zre ?FOViﬁeﬁ for by
higher premium payments. The low cost to employees in
these industries evem wrter additions hive been made to
the rates still encoursgegpurticipstion in & group piane
The low cost of group protection 1s not ounly possible,
“but glﬁa necessary to ensure the participsiion of employ-

.....

ges and the co-operation of ewployvers. Unleus the menbers

5

of a group sre satisfied with the plan, they will not tske

{

part in it to the extent royulired by the terms of the con-
traet, Dissstisfaction on the yart of the euployer way
lead to uliimste cancellation of the poliey. His co-oper-
ation is necesgary o the ipitiation znd continuance of &
group scheme.

mployeest? pa vniu pation ls a: burm@ by the low cost
of group coverage und the convenient wethod of payment.
The majority of Group Iusursnce policies are bused on thé
veariy renevable term plan wihieh, besing the least costly

'? »

son of Hates of Hortality undex
aility Under Stopdsyd Ordinary

e

. .
with Gort
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forw of insurance eontrect, eusbles o relstively low rute
to be charged. The cost to all workers in & group is wi-
form sund s0 low that even the youugest mesber could not |
obtain similar profection et the ssme cost to hisselfl uay-
where else. The use of payroil deduciions e:rablés sluost
painiess payment oI these low groug r.les. ?hrowgh C Ol
stant use of @his fora of payment employess become con-
ditioped to the reguler deductions from their pay aixl the
loss exyariene&ﬁ oy thes 1s minimized,.

To ensure ﬁh@ ﬁmwwymratimn of the ewployer whose wop-
kers sre covered by 2 %rmug poiicy, nis cvutripution to the

prewivw. payment must be xepb abt & mininum. The erployer

absorbs most of the seliing winistrative expenses
woelch ordiparily feli upon the Insurence cowponys To wain-

tain & ressocusble cost to the entregreneur, the iLusuriuce

cowpany follows & few conuwoh sense rules =i ecting group

ratess In the first piace, zuministrative expenses sust
be held belew trenty-five per cenbus 0 the standzrd pre-
mium rote if the cost of the insursnce is tu be zilige

8 ‘
fazetory. Secondly, any eojustments in rates Justified by

A low ciaipm rote sust pe wnade, 4 dividend g
th@'emplmyer or reduted iuiazw rotez may bLe azde reftro-
active, refunds going to the exployer. Yo a 1¢r5@ b%tun

the employer ®"foots the bili®

expense which he uhdergces wu large ©8 to

cause him to discontinue the protection.

&
Prom an uu#reu& o "Group lnsurance,® by C. D. vutherford,
Proceedings of the Insursnce Institute of Toronto, 1u90-l,
(pe ifa?’.f)»




This brief swsmary of the theory ania pragtice of Group

Insurence has been necessaylly sketehy, bubl presents sn ides

of the subject which 1s ‘”élﬂpﬂd in detail in the peges to
follon To gain & compreheusive ﬁu@mi@dg@-sf the subject it
will be peaessnry to examine its fimer points. In by &iy wWe

have faunu ﬁ&ﬁu we are desling «ity lnsurazoce ew%arimg wil,

4

oy certazin, classes of the employees of & firm or corpor

est pozsible ¢ost. It provides that & ~}@m«£ieﬁ beu@zzt,
determined by sowe plin that precludes indivicusl selection

of amounts, shall be p ld the beneficiary.
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Chapter 11
Development of Group Protection

foeisl Need

The need for protecting the flow and normal distrib-
ution of income is as basic as the need for the income it-
self. Provision must be made to allevizte the distress
which so often follows the death, iliness or imjury of
the ”breadwﬁinnar“ of a family. The ilves of wage-earn-
ers and their families revolve sround the pay#wﬁvelope,
and upon its regulsr arrival depends their ability ta‘
carry on in thelr accustomed way éf living. Deep in the
heart of every employee lies the desire to pratecﬁ his
family against the suﬂﬁeu.lQSS of the ircome so import-
ant to them.

Despite the nsed for protection, employees, &s &
class, possess an insdequate amount of it. As individ-
uals, they may not be sble to afford adequate protection
offered under @rdinary'insumaﬂaﬁ policies, ¥any are ine
eligible for @rdiﬂ&gy coverage because of the nature of
their occupation or their physical eondition, 8till
others are so old that premium rates are prohibitive.
Yacts and figures supplied by the Life Insuranee Instit-
ute of Canada set forth in detail the part whiech Group
Insurance ean play in serving the social needs of a

majority of tﬁe population,
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(1) At least 40% of &all wage-earners earry
no life insurance.

{2} Those who do carry life insurance have
an average of less than $500,

{3} Euﬂv employees cannot obtain life in-
surance &t all, or only &t extremely
high rutasﬁ because of age oOr oCcu~
pational hazard.

{4) sbout 20% of 21l employees cunnot ob-
tain standard insurance becszuse of
physical impairwents.

{5} uost workers cannot carry the awount
of insurance they need and adﬂﬁ be-
cause of the ecost,

{8} %ithaum Group Iusursnce many euployees
whe die leave nothing but last illness
and funeral expenses behind theme.

There can be no doubt as to the necessity of some kind
of low cost protection which iz obtainable by 21l mem-
vers of the labouring class.

Protection uﬁ&lﬂ%t loss of lncome following ill-
nessg or accident preserves employees from the necessity
of obligating Lhemﬂeiveb far into the iuture, ﬁuring
the peried of dis blemamt the ususl living expenses and
the cests of medical care must be met, On the ﬁvewaga,

becsuse of illness, esach male worker loses from 7 to g

days a year. sbout 108 of the time lost is covered by
Workmen's Gom@ensatian# but some plan must be pravided
for the bzlance. In this way, employees mey be kept
from géiﬁg into dabtﬂ mf from staving on the job vhen
i1l.

1

Seturday Night, April 8; 1944 - G« Gilbert, "On Insur-
ange.”
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sueh protection as is offered by Group Insurance is
necessary, for while ii is true th&t,ﬁhaﬁe in fhe higher
wage or salary brackets can probably teake care of their
owr: pneeds for inﬁuraﬂce,proteeti@n through individusl
yolicies, when we go below them to the wust érmy of

workers who earn & bure living, the problem must be met
: -t

L]

¥

by some wW&ss or wholesale plan. Such a plan should be
one which helps workers to help themselveé. In this way,
any semblance éf paternalism or charity, whieh aztendsy
denations from the employer or collections from fellow
workers, is eliminsted entirely. DBecause of this; clear-
thinking employees appreciate such & schewme snd ewployer
employee relations are improved.

The need for Group Insuranee is especially iﬁp@rtaﬁt
at a time of industrizl change, as, for i.stance, the
r@abnvafsi@m of industry from war to peace-iinme operations.
Upan‘thw speedy and successful change-over depends ﬁation»
al and individusl prosperity for the future. During this
process, workers must be maintained at the height of
efficiency so that there may be no more loss and waste,

In order to ensure this, the worker must be protected
from the hszards of irndustry and the ills to which flesh
is heirs The worker'!s home must be maintained in selflw
fespe@t and independence in casc of the worker's éeath or

disablement. Unless this is secomplished, the security

2 ' o
Saturday Night, Sept. 6, 184l - G. Gilbert, "On Insurance."
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of the wage-earning class h&s been lost snd 2 successful
re-adjustment of industry capnot be ﬁﬁtain@d.

One of the basically imporiant fa@%@fs théh wust be
faced and met is the right of ail warkerﬁwté a greater
degree of security in theilr 3ahsg'earnings; anﬁ in meeb-
ing the hazards of everyday living. Unenmployment Insur-
snce affords 5@&& segurity to workers bub adaitionsl
wetheds are necessary. Thus the need for Privahe.&raﬁp
‘Insurance is basie to the continuance of our ecapitalistic
system. If the eupicyer csnnot, or does not, provide
protectionfor his employees, the government will be asked
t0 furnish such protection. The frée enterprise and
profit system will be superseded by & method or systam'
which promises to serve the needs of the mazority of the
population in a more adequate manner.

In swomary, Group Insuvrance is neceded Loz

{1) Provide security to ﬁépen&ants in case
of death.

{8) Provide for source of income during
periods of emergency csuged by sickness
or acclident, .

(3} Provide income in case of loss of sight
or 1linb.

{4) Provide wesns of income for veimburses
ment for hospital znd doctorsbills.

{5} Eliminste the need for "hat-passing.?
(6) Improve workers'! morsle.

If these ends sre servad by group schemes opersted by
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private companies with the co-goperation of the individual
exployer concerned, the government wili havé,n@'exeuﬁe to
intervene in the field of life or sickness insurance.
Some insight imt@ the effectiveness of Grmu@ Insup--
arnce in satisfying these needs umay be gaime&'by ohser-
wing the rapid growth of this forw of 09?@?&%@»5 Unless

this protection had been found equal to 1ts task, such

apis increase as is indieated would not have taken
place. The same conclusiony as to the effectiveness of

the protection offered, may be reached by following
| | : 4

through the record of @isbursements in Cansda. Addition«
a1 evidence of the a@#&nﬁage& of Group Insurance is pro-
vided by the fact that there are over 16,000,000 .orkers
in North swevieca protectsd by it; Benefits puid out in
1944 exceeded $175,000,000, |

The necessity for some form of pr@tectian.wﬁi@h will
assure the security of wage-earners is apparent. This
need must be filled, in one way or znother, to preserve
and ineresse the prosperity of the natleon. Group Insurs
ance, if properly sdministered, will undoubtedly serve the
needs of employees &ﬁ‘wﬁll 28 Oy ch&r scheme possible.
3 | :
See Asppendix A, "Net Awmounits of Group Insurance in Force
In Canada,® 1919-1944). :
4

See Appendix B, "iet Disbursements in Respect of Growp
Claims in Canada in Thousands ef Dollars,? 1819-1844.
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yéval@@ment and History

| Co-operation is ﬁ@w,recwgniza&m&s an important fac-
tor in economic relationé although the cbmpetitive Y8~
ten is still mainteined. éampe%iﬁmrs work tqgeﬁher in
solving mutuﬂi‘praklﬁmﬁ through the medium of trade
asgociations, Labour and capital have become friendly
'gnsmigs and big business na‘lamgeﬁ maintaing & "public
pe damned” attitude. The reziization that one indi-
vidualts prosperity and well-being depend on those of
another has produced &hat might be czllied a systen of
Beco~operative mdmpetitianﬂﬂ

Businessmen have welded huge units of men into
sruies a&s effective in their way 4s the best military
#orces that Burope has ever produced. Esch member of
the unit is suited to the work and trained in the best
wethods of accomplishing his particular job. To muine
tain the wnit a2t & high level af_efficieﬂcy, ﬁh923Mw
?lqyer, in warious ways, tries to develop in the emw

ployees an ﬁ@syfit de corps.® The physiecsi weil«beimg

of the workers #@s encouraged; they become mara‘useful
‘eltize=ns in %hﬁ.émmﬂumity; and they are taught the best
'usé of their wages. This is aecomplished to some ex-
tent by the wuse of payroll deductions by the ewployer
to assist employees iﬁ the control of thgir fiﬁﬁn@@ﬁ#‘
In this way, bhe foundatien for contributery Group
Insursnce was lald. |

Prior teo this contributory forn of coverage, in
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which employee und employer jointly share the cost, there
wag & slow evolution in form. The idea of group pro-
tegtion may be traced to the sense of responsibility feli
by ewployees and employers towsrd their fellow ﬁark&rs
who fail prey t@ ﬁiﬂkﬂéﬁ%; death or other misf@rtuneus
Bmployees first adopted ?hat*yaﬁsing@ in Ard@r to help
thelr feillow workers in times of emergency. Besides
being uncertain zus bo yield, this form of charity had an
undesirable effect upon the beneficizries snd the enw
pl@yeéz contributing. The possibllidy of having to
accept charity dishesrtened the workers. In adﬁi%ian;'
euployers also suffered before the adoption of a systemsa-
tized form of protection. Condolences to the fapily of
the deceased did 1ittle to relie&& fiuanéia& difficulties
and gifts @ft@n drew heavily on the re&mﬁrﬂeﬁ of the em~
ployer. A wore dependable syste: of protection was nee-
es8ary t& provide security to wage-sarners in the case of
events leading to loss of incone.

In order 1o provide greater security and to pre~
serve the self-respeet of workers; employee benefit
sehe&ﬁs were iniﬁiataﬁﬁ'_fhea@ were sponstred by employ~
ees and employers, eitﬁar simgiy or jé&mﬁ&ﬁ@% in spite
of the faet that wmany of these p%&ms were uésaunﬂ, they
were a step in the right dir@mﬁi@n@ The mutual benefit
association which was set up by the Baltimore and Ohio
Railrvad still operates alter 65 years. Thiﬁ, however,
is an exceptional case. HKost of the schemes lscked

5 ' | ’ ‘.
L.I.fublin ~ "4 Family of Thirty ¥illion,” {(p.167).
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acturial guidance snd were doomed to failnr@a' Financial
ﬁiffiaulties were encoumntered and the scturial guidaﬁee
of the insursnce comparies was sought. It was up te them
to find a wmeans of protecting the wage-esrning class from
loss of income due t0 sickness, death or disability.

The first group life insursnce policy ever written
was sold ip 1811 to the Puntasote Company of ghic&go

which employed less than & hundred emplovees. Along

with some ether policies, this served as a testing ground,

The results were encouraging snd in 1812 the first group
poliey to attract widespread attention was issueds This
insured the lives of three thousand euployees of Kont-
gomery Ward of Chicago. It was written by the BEguitable
Life Assurance SBocliety aﬁd.tatalleé approximately six
willions of dollars. From this beginning, group cover-
gge has reulized & rapid growth an@ meny different [orms
of protection have evolved.

The inception of CGroup Insursnce was retarded in
Canada beczuse the department at Ottawa consldered a
growp rate an infraction of the law agé;nst ﬂisarimin*
ation, In spite of this, an imericsan company wrote a
group poliey in Canads in 1818, The superinteudent
'3ub$equﬁnﬁly rul@&-that su@h business might be issued
by any company, provided no other one~year term policies
were issued by 1t at a different rate, and that it would,
&

"Recent Developments in Industrial Group Kssuranee,

National Industrial Conference Board, (ga&S),

¥.EoDavis - "Industrizl Life Insurance,®(4pp. B)s
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- when reguested, issue individual policies at the same rate.

8

Thus in Capada, Group Insurance does not claim the same
individuality that it dees in the United States, where it
is tr@miﬂﬁ &8s & sepurate type of pxmtﬁetiaﬁg lusurance
companies transacting group insurance in Canada must offer
individual protection zi the rate applying to group pro-
tection, although, of course, a medical examination is re-
guired in the cuse of individual policies.

In spite of the many set-backs undergone, Group In-
surmmé@ was eagerly btaken and kept when its benefits were
offered and understoed. The reception accorded group pro-
tection in Censda is shown by the faei that in 194% there
were 3,696 firms with Croup Life Insurance plens in f@rae»g
In 1944 the net zmount of all types of G:ou@ Ingursnce in
force in Canzda was ﬁlxﬁﬁﬁﬁ?lﬁ;lﬁlalﬂ These Tigures show
ansmezing growkh in the short space of twenty-six yéaﬁsa

. The specﬁa@ular growth of Group Insurance has been
parallelled by s continuous exﬁanﬂi@ﬂ in the type of pro-
tection offered undsr group policies. HNot satisfied with
the protection afiorded by employer-employee Group LifeA
ingurance alone, and undaunted by the difficulties stien~
dant upon the first attempis, forwsrd-looking insurance
compenies continued resesarch in this novel field, This
has enabled the development @f’ﬁraﬁ@ 1ﬁsuranee on & mueh

B ~ ' S
Proma paper by ¥.C.%hite on Biroup Insurance,? 1l436.

8 ' , ‘
Saturday Hight, Hov., 11, 1844 - G.Gilbert; "0On Insurance.®

10 - : !
Figures from the Absirzcts i.sued by the Department of .
Insursnee, Qttawa. ' : |
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broader basis and promises aven”further’imprcvementsa
Extensions within ard beveond the field of life insur-

“ance are disecussed in Chapter 111,
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Chapter 111

Group Life Insurance

Group Life Iusurance was one of the first types of
aoll&ctive'prmtaetimn offered by lusurance compunies. 4s
@ result, it hss enjoyed the most'wides§we&d development
since its inception. Gth@f types of group coverage, such
" s health, hospibtsl expense, etec., were begun later and
penefited fron the sxperisuce galned unier contrsets ﬁmﬁ'
the earlier form of protection. The life insurince fiddd
served &g a te&ﬁing groun:d for collective iﬂsur&n@a and
the success achieved in that field encouraged underwriters
t0 expand the ides of Group Ingursnce into new ah@anéls,*
with the object of pwoviﬁimg & gre&t@% degree of protect-
lon for ﬁhe wag$*@arming clags, : A

Before proceeding to a description of the E@re reeeﬁt
types of group coverage, it is lumperative that the essepn«
tial elements of the 1@&&iﬁg kind should be &eaeri%@d and
discussed. That Group Life Insurunce is siill the most
important form of collective insursance may be gathered
from the folleovwing figures which are estimastes of insur-
ance in Pforce in thi United States and Conada as at
necember 41, 18481 |
1

'Figureﬁ issued by the New York Study Panel on Group
Insurance, 1844.
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Group Certirfi-~ Insurance in

ind of Nuwber of ‘
Coverage Coumpznies Controcts cites Force

Group Life 130

Group Acci-
dent and
Health 33

Group Hos-~
pitaiization 28

Group Acci-
dental, Death
and Dismenm~

berment K&

35,400 13,830,000 $20,8%5,000,000

15,700 5,400,000 $84,630,000
v (Weekly Indemnity)

10,500 3,850,000  $13,400,000
{Daily Benefit)

9,850  £,865,000 $4,000,000,000
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Essential Elements:

{1} Plan of Insurance - The One~Year Renewable Term

Pian is that under which most Group Insurance policies

are issued. It has been shown the most adaptable to most

groups, although at the outset there were three plans
considered. DBecsuse of inherent difficulties in oper—
ation, two of these have been subsequently zbandoned in
the majority of czses. Premiums are ﬂepenﬂeﬁt'an the
plan employed and economic considerations thus play a
large pert in the determication of the most suitable
pl&ﬁu )

It would appear at first sight ss though there were
roos for the employment of the methods which hzve been
found useful in the ordinary branch of life insurance.
Three simple forms would seem possible:

(&) The puyment of a premium determined by the
age at which an employee ls covered and
repaining level thereafter, i.e., ordinary
lite. o

{(B) The payuent of & premium determined by the
age at which the employee first becomes
covered and remaining level thereaflter but
ceasing after 2 given time or =t a2 given
age, i.e., limited paywment life.

(C) & premium re~determined e:uch year according

. to the then age of the employee, i.e.,
yeuarly renewable term. ‘ .
The first and zecond forms can be considered economically
zs combinations of yearly renewable term insurance with
savings accounts. In the event of cunceliation for aoy

other reuson than death, the bolance in the 3a#ings ap
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surrender valuwes of ordinary policies accomplish this
ﬁm&ymﬁe; %uﬁ the problem is mere difficult when dealing
with ﬁymup,iﬁsuraﬂmeﬁ

Any industrial group will be cempmae& of employees
ranging in age from sixteen to seventy. The lower limit
is set by the legal minimum age for entering employment;
tha upper, by the pressure of circumstances, in.th@ vast\
majority of cases before age seventy. Rutes eaiem;at@ﬁ
oit either of the first two plans ﬁuggested would be de-
iarminea by the ages of the employees at the time the
scheme is put inte force. Thereafter the asverage rate
of premium will decrease annually beczuse the sge of
employees leaving the service will generally be greater
than that of employees coming into the service. This
trend will continue until the rate‘paiﬁ corresponds with
the average age at which naw'employees are hired., The
arrangement has the vaiéus difficulty of throwing the
heaviest expense in c@gmeatiun with the schene righﬁ at
the beginning. There would also be the gquestion of the
correct disposition of 'the surrender value which zrises
when employees leave the service. It may be granted to

the individual or retained by the ewployer for his own

'b@néfitw The cost to the employer must fluctuste great-

iy from time to time or a benefit must be provided for
empioyees which the @mpldyer does not desire.

The yearly renewable term calculation of rates is




-ﬂﬁh£r meﬁho&£u Under this calculastion the cos
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_practicalily free of the diffieculties whiech accompany the

t of the
‘ 2
insurznce on each employee increases annually and the
prexiux for one year meets ithe cost of that yearis ben-~
efits. Since the gize of a group and the respective
ages of its members tends Lo rewaln stable or to change

but slowly, the fluctuation in cost is negligble. ¥Ho

-undue expense is incurred st the inception of the plan

and there is no yuestion of distributing cash surrender
values when an employee leaves employment for some rea#
son other than desath. The yearly mene@able tefm plan
meets the r@qnifemen;s of group policies more fully than
eny other plaun .

(2) Groups snd Employees Fligible - Wost group pole
icies are written to cover only the euployses of one em-
ployer. The aﬁployee& of & subsidiary or an sllied com-
pany owned and contrelled by the same employer msy be in-
cluded under one master policy. There are iﬂstanceé where
other types of groups are eligible for coverage and these
are described later in éhis Qhﬁﬁ%&f«

AL employeés or 21l of & certain class, deteruined
by conditiens pertaining to the_empl@yment, actuslly at
wbrk when the group 1s written, are eligiblegﬁ Lorkers

sbsent on secount of sickness may be covered when they

return to work on full time. Vhere = group is sufficient-

ly large - BOO wr‘avar, employees who are sick may be

See Appendix D, "Stsndard Group Rates per $1000 of
Insurance.
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ineiuded at the time of application.

At least B0 enmployess ﬁust be insured undér & Eroup
policy. If the empioyer pays the whole premium; he must
ingure everyone, or everyone in & certain elass, If the
premium is paid jointly by employer and employees, at

least 75 per cent of those elizible must be insured with

Eifigum of 50 lives. This limitation on those eligible
far pratectiam wnder group scheres has glven rise to a
special form.of Group Insurance known as ‘holesale Insur-
ancea, wh&ch‘is appliicable to groups of less than 5C but
not less than 10 warémns‘ Thus benefits simiizr to those
sfforded under group policies sre extended to employees
of many small companies, The importance of this develop-
ment in protection iz a@parant and it will be discu&s&d 
more fully later in this chapters

Before nﬂw‘@mplmyeeﬁ‘are covered under z group pol-

icy, &« waiting period of optional length, usuzlly three

‘m@nhhs, is reguired. This reguirement 1s desirable ko

eliminate empioyees of & temporary nature. The expense
of emrolling "job-tasters® is, in this way, decreased,
if not totzlly depleted.

{3) ¥edical Exasmination - A medical examination mayy
or may not, be regulred of members to be covered by a
group policy. In practice, however, no such evidence of
insurability is reguired. The extent of participation
demanded by the imsurance c@mp&myiprevents 3eleetian

against the underwriter and by eiiminating‘me&ical
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examinations the initizl expemse of & group poliecy is
&ecreaseﬁg iny employee not previously enrolled who |
makes applieation for the insurance so many days after
becoming eligible, must undergo me&icéi examination @rv
offer other evidence of insurability. before being ine
cluded under &'graup sehens.

| {4} Payment of Premiums -~ The whole ef a premium
way be paid by the ewployer - man~ﬁontrihut6ry; or
part may be paid by th@lﬁm@lmyar and part by the em-
ployee~contributory. VWhere & plan is nOﬁwc@mtribut@ry;
it has the advantage of éutom&timally covering sll el-
igible euwployees. The demails_mf the scheme are sime
plified and entire control remaing witﬁ the employer.
This plan of payment, mmwévar, often results in zn
undesirable attitule on the part of am@layeesg The
purpose for which the employer sponsored the scheme
may be defeated and he may cancel the policy.

Under the contributory plan of premium payment,

‘a fixed amownt is usually deducted from the pay of all

exployees regardless of ages, The employsr pays the

additional amount needed to complete the prexium pay-

- gent. The insurance contract often provides that the

‘eﬁplayer may charge his employees sixty eceants a month

per $1000 of insursnce. In this way the cost to
employees is so lew that even the younger members could

not obtain an individuel Term Poliecy for less.
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Thus perticipation in the plan is made attractive to all
mesbers znd the reguired number will subsceribe to the
protection.

Kot only are wenbers induced to join s scheme at
the outset beczuse of the low cost, but new euployees
are 2lso encouraged to subscribe, Therefore, because
the age distribution of employees in & given plant does
not ¢hange much from year te year, the same average
rate of premium will persist. In recent years, however,
there has been 2 delinite upward trend in the sverage
age of the population as z whole and a steady increase
"in the progportion slive at higher ages. This phenom-
enon naturaily affects group rutes. ‘hen average age

& .
advances, average cost also advunces,
. . ! i

(5) Limits and Schedule of Insurence ~ The sched-
ule of insurance determines the smount of protection

, 4 ,
avallable to any eumployee. Fach exployee must accept
the amount which is spplicable to his classification in
order 1o prevent individual seiectlion, Oue of several
methods may be euployved to determine the amoumt of in-
sursnece applicable to the different employees.

(4} A unifory amount may be zvailable to all
exployees, such as £1000, $200C or $3000.
This method 1s simple but has several dis-
advantages,  The uniform amount of insure
ance may be adeguate for soms employees
and insdeguste for others. A married man
or an execublve would ordinzrily require
more protection than sn office boy. This
plan tukes no account of iength of servics.
Because of this, it does not tend to res
duce labour turn-over to such & degree as
other plans. The employer, therefore,

, does not receive the same benefit,

% .

See Appendix D.

4 ‘

' See Appendix E.
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The smount may be graded according to po~
sition or wccu@wti@ndl alassifxaatiaﬁw For
examplet
BAECULLIVES curoannsvsnenans BBEO00
Supittdts., Foremen, 2ic «. $2000
OLhers cvsvonnvdomus nbdninns ﬁpl%ﬁ)
This method alliows greater amounts of in-

3

sursnce to those euployees who are more

iikely to drew larger wages and salaries.
The protection given will more closely
gpproxirate the need. \ )

The amount may be based upon salary class-
ification, Under this method, the pro-
tection is usually sbout one year?s salary
or. wages. If this method is employed the
ingurance company must be promptly sdvised
as to changes in salary in order to adjust
the awmount of insurance and the premium %o
be collected. This plan best fulfils the
differing maaas ef high-paid and low-paid
employees. Some limit, however, must be
placed on the protection qulehle to high-
salaried officizls, This class usually
containg a higher yrmp@rtiaﬁ of substane
dard LiV@mw

nder the fourth method the amount depends
on length.of service. This method en~
courages permanence of service but is noi
entirely satisfzetory,; since the rate of
contribution ipcresses as coverage in-
CrRaSes. .

Regerdless of the method used in determining the

amount of insurance applicable to any employee, there

are ususlly maximuws and minisum limits effective. A

pinimum limit prevenits undue expense on very small amounts.

A maximum linit determined by:

(8)

‘\ &36

The total smount of insurscce in th@ group
when sctually lssued, and

The smounts of insurance on the lives of the
xixty @mglay@es insured for the highest

is & safeguard agammﬁt selection adverse to the companys

5

fee Appendix E, "Table for ue%erminlng ﬁaximaa Amounts

af Group Life Insurance,?
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Unless some limit were imposed, meny ¥substandard®™ lives

would welcome the opportunity of obituining zny amount

of insuranece =zt low group rates. Those euployees in

.gwﬁd health would be 1eﬁs‘likely %0 teke additional ine

surance to & siwllar extent. The wnderwriter would be

faced with a fow poor risks holuing a large proportion

of the insurence in the group.

(8) Beneficiary - The insurance ié peyable to some
beneficiary other than the employer. The beneficisary
nomed by the empioyee may be changed at zny time and
sueh changes are recorded on the certificste held by
the employee. In some cuses peveral nawes uzre given s
penaficiary -md pavment is muade to the first on the list
who iz available,

A "Facility of Payment® clause in the policy and cer=

‘tificates may provide for the peyment of z certain ap-

cunt of the benefit te the employer, or another, to take
cﬁfe of the employeds last ililness snd burial exyenﬂasg
if no other provision has besen made to pay them., This
is particularly freguent where foreign-born enplovees
with beneficiaries resilding outside of the country are
insured,

{7) Benefits - There ure three bepefits contained

in most Group Life Insurance contrascbss

{1} neath Benefit.
{2) Total Disability Benefit.
{3} Conversion Privilege.
The desth benefit provides for payment of the agount

of insurance in one sum, or in instalments, if desired,
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- te the appointed béﬁ@fiei&ry of the insured employees
Instalments mwust be & cerfain minimum amount, payable
&t times stipulsted by the employee, with the approval
of the insurance compuny.

The ﬁisabili?ﬁ benefit provides that, 1if ap insured

euployee becomes totally and permanently disabled before

gge sixty , the insurance on his life shall continue in

force without cost during the continuance of totzl and
-permanent dis&bilityp Procf of such disability mus%‘be
forwarded each year to the underwriter and, if totsl
disability cesses, the conversion privilege is avzilable
,m#ﬁmgﬁgirny~mme ways after its cessatien.
The conversion privilege provides that during the
: thir@y4mmé deys immediately following termination @f}emw‘
ployment with th@ employer, an insured e%ployee‘has the
r;gﬁt to d@nv@r%fth@ amount of insur&mce;mn his life
under the géwup contract to a regﬁlﬁr policy as thenm
@5éy@d by the insurance company, without evidence of
insurability beimgeréquir@ﬁ. The convertea policy is
issusd at the employeels %ttain@d age and at the under-
writer$s regul&w rates in forece it tﬁat time. Actuslly,
a very smzll percentige of employees tskesadvantage of
this privilege of conversiom. It is quite evident, how-
'év@r@ thaﬁ among those who do take aﬁvéﬁtage of it are
gsome of the worse livaﬂﬁﬁ |

A fourth penefit may be provided in a gfagp policy.

6 .
See Appendix € - "Group Conversion Mortulity,® 1B15-1833.
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This is the provision Yor continuance of coverage on an
eniployee during bezporary iuy-off or lesve of sbsences
~he protection is continued for & perioed ususlly nol
wore than three months, provided the employer continuss
+o pay the premium in respect of such employee. Simi-
iarly,’g@nﬁimmeﬁ exployees may continue to be covered
st the epilon of the suployer, who sust pay the pre-
mium on such continued coverage.

ﬁﬁ} Terminstion of Ins.rance - The insurance on
any aﬁglmy@e automaticelly cesses upon tewmi&&tian of
eﬁpimyh@nt. buring the period of thirty-one days withw.
in which the conversicn privilege way be exercised, hows
ever, the amount of imsurance will be paid in event of
aeathy If the employer does not give notice to disconw
tinuve the iunsurznce, an employee remains covered during
5ickness,‘t@mpar&ry'laywmff, leave of sbsence or retire-
nent. “

{9} Contraet - The contract eonsists of a muster

A .

policy issued to the employer covering the terms of the
insuranece, Iadividusl certificates are given to the
insured eﬁpi@ye&ﬁm These set out the particulars of the
ipnsurance - neme of the insured, and of the beneficiary,
the amoumt of insurance und th@ more important ﬁ@uefits
and provisi@ﬁ;#

{10) Caleulation of Premiums - The premiums are
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pased upon & spegial scule of y@ariy'ranewaﬁle term rates
for ”$5and&fd“ iudusﬁri@sﬁd quﬁ‘ﬁﬂﬁt of the insurance
for the total group iz founmd by btuking the sggregate of
the prewiums regquirsd for %ha inﬁividu&l'emylaye@ﬁu The
presiue for the next poliey year is determnined Eﬁﬁtﬁking
ghe sum ¢f the individual premiums al an zge one year
higher for the smount af‘inﬁurance.iﬁ ruspect of each
enployee. Thus the premium is recalculuted ezch year
upon renewal. Additional Yloading,® | . that is, an
extry premium or accition to ths existiﬂg ﬁ?@miumg ig

luposed for fructlionzl payment of the premium for the

2NN

o

y Blpading?® usually «wounts toi

&

¥

group. Thi:
1% for semi-annual premiucs.

2% for .uarterly premiums.

%% for wmonthly premivwas.

Exira premiuvms cre reguired on groups engaged in
haz&ré@us}ma&uy@tiamgm These ave faiviy uniform asmong
underwriters &n@vaerraﬁpmﬁd wiﬁh the scale shown in
Appendix F. Extra premiums apply to all suployees in
the gfaﬁp regardless oi whether they were snguged i&
hagardous work or not. Additional axtraﬁ are charged
if & large prmpbﬁtimm‘af'the insurance 1s upon racisl
groups having high wortulity rutes. HNegro, sdexican,
Chinese and Japaﬂese lives are usuully considered to

warpsab extra presiums if they form & lurge part of the

«

group. The additional "losdipgsY required by one

7 .
See Appendix D, PStundard Group Rates per $1000 of
Insurance. ‘



insurance compeany &ﬁ‘ﬁﬁnmﬂﬂWQ&siuﬁ,iﬁVQS-&T@ shown in
Sppendlix G |
{11} vividends and He-Hating - Group poilcles may’

be written on & porticipating or & nom-paviticipating
basis. Sowe iusursnte coopenies use the fivsyt, while
ptiers prefer the second. ‘hegardless of the ba:is on
which & poliey is writ%&n, spproxinately the sane re-
‘sults are vifected. The cost to employees rewcins une
changed but the cost te the employer is reduces by
either unethod.

| Participating policies are written on s dividend
plon whereby sn mhuudl dividend is mebl to the em-
ployer in the event of a fu merah&e Bolaim experience”
(ratio of claims to premiums), ﬁsm*participa*iﬁg
policies, while not off¢ring dividends, usually pro-
vide for the “@ﬁﬁ@fi&mﬁﬁ rating® of Bremivms, l.8.,
asllowance Tor the fiwetuating, mortality rate cf'inw
sured persouns. -here the Pelaim rete® under s certain
selicy Justifies 16, 2 reduction is made in the rates
cherged fﬁ?’iﬁﬁ&fﬁﬂ@ﬁu fuch a reduction bLecoumes
effTective on the renewsl of the poliey on Ehe basis of
experience duriig the preceding year snd mey be retro-
sebtive« That is, the ilnsursnce company aliows the
premiws overgharge for the preceding year fto be de-
aucted from the premiue payable for the yesr in which
the reduced rates becouwe operative. | |

nividends and axp&ri@ﬁgﬁ rating are merely methods of

reﬁuﬂing the aéﬂt to. the employer. Iu this way. his eo-

operation is maintzined and he is less likely to allow
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tiie group policy to luapse.

<polesale Insursnce

‘holesale Ingurznee is an important subﬁidiafy of
Group Life 1nsusﬁﬁﬁﬂ This forw of lusursics covers
groups of from 10 to <% ewployees whieh, wecause of
their size, are not eligible ror 4ro oup insurince. The
pinimum apount of lnsurance on auy group covered by
wnolesale Insurzuce is $20,000. The policy of most
ynderwriters is to sccept only groups whieh give good
promise of permdnemna with the llkelihoow thal the
pumber of employees will incCreusge rather ﬁﬂ&ﬁ.ﬁ@GP@ﬁSﬁ»

Tvidence of imwuxa%ility muy be regulred in the
case of tholesale Insurance and wholesale Eroup rates
are neces:arily higheg thian those applieahlé to stap-
dard Group Iﬁﬂﬁfﬂﬂﬁ%my Apart frmm thesé differences,
sholesale Insurance corresponds closely with Group In-
sursnee. As & group lﬂﬁréh%tﬁ in sige Leyond the mine
imum nuwber required for Group Ivsurance, 1t becowmes
eligible Tor this cheaper form of protection.

pecause of its applicability to smeller groups of

supioyees, “hulesale Insurance extends protection,
together with Group Iansurunce, to & 1&fge percentage
af the WALE earning population. In 1838, zspproximately
74% of the eumployees engaged in manufseturing were in
groups zwccepbable under Group Insursnce contracts; an
8 , |
Yearly Rates Applicable to Standord dholessle Groups

are $1.75 per $1000 of Insurance Higher Than Standard
Group Hates. '
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aﬁﬁiﬁi@nai $Q% to 15% were in %r@uya acceptable under
wholesale Insurance cwntvaﬂta*} “holessle insur&ﬁce
thus extends the beneflits of chesp protection to a
greatly enlarged body of wage earners.
spother factor which favours the exbtension of
vholesale Insursnce is the greater need which is
apparent swong smaller groups. In April 1, 1944, the
lowéﬂt average earnings per emgigyee were paid by firms
amg&@ying from 15 to 49 persons. ° The need for cheap
insurance praﬁaetimm{wmuia evidently be greater iﬁ this
Zroup than in any other. Since Group Tnsuvance is not
gpplicable to groups of less than 50 employees, the
eéxtension of Wholesale lgéuramﬁe protection must serve
25 the solution of this need. \
FR O X N 'R R LI 3 L ]

!

Group Life Insursunce itself hus been greatly de-
veloped &m& @xﬁandeﬁ to offer protection to an ever |
increasing portion of the wage esrning populations. The
first life insurance policies written to cover groups
of employees were non-contributory, that is, the employ-
er paid the whole cost of ﬁhe’prot@ctian, and eévewaﬁ
only groups where the employer-employee relationship
existed, Since thut time, the method of paying f@r_ﬁhe
cov&r&ée hzs changed., The nmﬁwcaﬂtriﬁunmry,methmd of

9 ,
‘spnada Year Book for 1945 {p.426).

0 : :
Annual Review of Esiployment and Psyrolls in Canada,
1944, {p.48)i-
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paying premiuvws often pluced too heavy o burdern on the
fiﬁmﬁn%& of the ewployer. In addition, eupivycss were
proue to sccept the.insuramma 4% their guge right. Thelr
appreciation of the security afforded them was dulled
by the faect that it wus {free. Yo euse the burien on the
cmployer and to create & better sttitude on the part of
the employees covered, & contributory systen of puying
for the yfatseti@n replaced the old non-contributory
method to a lurge extent. Prew.uss on group . elicles
undexr the contribulory system sre couposed m&iﬂiy of
contributions from sxpiorees gollected by payrali dew
nucﬁiémg The employer merely suppilies any uiaa?eyancy
between the totol of the payroll aeduéticnﬁ and the
premive payment. & few non-contributory policies still
exist but the m&ﬁ@rity:ar@ bused on the awmtrihutmry.'
system of payment. '

The esmployer-employee relstionship uwnder which the
Timsk group pm&imiﬁgimere written continues to be ihe
mmﬂt.accept&bl@‘%o underwriters, In spite of his pref-
erence, experiwents conducted on other kinds of groups
nave shown btuoat Group Life Insurunes can salely be
written for those hela together by relationships other
than enployment by & 2ommon m&ﬁterw As long us any
pr@pused\plan serves a social need and will not inter-
fere with services now being rendered, it should be
given a trial. Life lnsurance covering mewbers of trade

unions, associations of teachers, preschers, lawyers

' and so on, and borrowers from a finsncial institution




has been developed slong group lines.

Irade Union Group insurance - This type of Group

&}f@ Insuranee was seét up to cover the uenbers of iabour
vl ons, with@ﬁt-tm@ enployers! being & party to the con-
tract. Insured mesbers may pay the whole cost or part
may be pald by the wilon. In aony case, the whole cost
is borne uliim&teiy by the union wezbers, since the
unionts contribution is pzid out of dues collected from
its members. Diifficulty is experienced in;maintaining
the degree of p&rtimiyatian %eg&ir@& by the insurance

compzny because of the resultant high cost to losured

pembers. Partieipstion is necessarily rejuired to be

58 high zs 75 per centum and 1o often cowpuisory. Prow-
vision way be incluwied in the policy covering addition—
al amounts of insurance selscted by the individual,
without the 75% participation reguirewent, but subject
t0 medical examinations. No such prggisimn is inclwdied
in @mplmyarwempl@je@ group pmlicieﬁai |

Opinions as to the soecisal need for this insurance
wiffer considerably. In genersl, argusents for and
against Trade Upion (roup Insurance hinge on the stti-
tude to 6rg&miz&d labeur. ‘ﬁdﬁématés.of this form of
protection point out that it enzbles & wember to retain
his insurasnce mhil@}changimg at will from one employer
to suother, that the insured is not bound to any employer
1l

Prow hotes oun Group Insurance issued by the New York
Study Panel on Group Insursnce {1844).
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by insursnce bie€s, that the loyulty of the mewmberts
femily is trmmmiﬁrr@ﬁ from‘the eupioyer to tﬁe union, and
that the empl@y@@ is in & stronger position in burgaine
ing with the employer when there i1s no pretense of a gift
in the form of insurance coverage on the part of the em~
plmyayub Those who holi views favoursble to such insur-

snee are, of course, supporters of the imporiauce of

prgapigzing lebour. The validity wnd worth of their

arguments from an iundividual viewpoint is purely sube-

Jective.

It sppears that coellective insurunce {(group insure
snce) ae#&ying the wewbers of trade wilons would inter—
fere with exployer-employee insursnce to a certaln ex-
tent., Bince many workers are mewbers of different trade
unions, sny extension of Trade Union Group Insurance
would apparently duplicste protection on mauy employses

already insured under ewployers? contrzgts. lumecessary

duplicstion eifected would Torce workers to choose be-

tween the two alternaitives because of increzsed cost.
Yhere participation uﬁﬁewbtrﬁﬁe union coﬁtraﬂts'iﬁ COm
pulsoery to weubership in. the union, enrcilment under
@mﬁiQYQrs* dbmtrmatg would probasbly suffer,

The experience of many insurance companies with
this Torm of coverage has not been entirely Sﬁﬁiéf&ﬁt@?ﬁm
Tt will be pecessary, however, to experiment further
under proper saleguardis M@f&f@.any'&eeigimn as to the
desirability of @am%inuing the'pratectimn of members of

T
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trade uniens under group policies is re:ched.
Group Insurance Covering Associstions - Occasionally

assoeliatlions of teachers, lawyers, preachers, ewplofees
and so On, are protected by & group pmlicyw Such organe
izations differ widely as 1o the éacial need for the ine
surance, as to charucteristics %egu&ating the premium
paymenis, and =8 Lo the stability of the proposed group.
As a result, the sﬁécess of these extensions of ceilect-
ive insurance iﬁrquestiwnable* Certain sszociztions tend
to favour the ﬂuaeega‘mf & group seheuse buxy in g@meralﬁ
conditions prevent the sxooth working of any such scheme.

Creditors' Group Insursnce - This form of Group In-

éﬂfﬂﬂﬁ@y which has not been written very widely, is de-
signed to cover borrowers from one Tipsneisl institution
or purchusers froz one vendor who pay iu installments
'over a period not longer than 10 yaﬁrsa The inswurance
policy is held by the lender or the vendor who is the
beneficiary. The uwwount of insurance is limited to the
balsnce of indebtedness znd so protecits the policy-
holder from loss due to ﬁwnwyayman% of the money owing
him, Coverage is athmatiC-and premiums sre ?emittad‘by
the palicywhcl&e&,‘aliﬁeugh it is not reguired that he
bear the cost éf any portiem of the insurance. It is
| highly pr@béglﬁ that the co:t of the protection is pass~
ed on tw~th@*£bfrower’or'pureh ser in the form of higher
interest rates.

Sinee its recogunition under Hew York lew in 1829,
this type of coverage has been imcréamiugly suecessful.

where the poliecy-holier hus a sulficiently large nunber
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of debtors, the characteristics necessary for safe znd
.economieal insurance are present. Experience in this
field hzs beer long encugh and of such a nuture to dem-

enstrate that this extension eof Group Insurance cover-
e de
age can be very successful.

ig . ,
Hemoranduw submiited by the |
-of Americs to the Life Coum
Assecliation of Insurance €o
1944 ﬁr}u E“») %

e Insurance issociation
e of the Hational ,
ssioners, December 5,
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Chapbter 1V

hesident Insurance

Many i;guraﬁcé,e&mp&ﬁieﬁ have for yesrs been uctive
in muzintzining and restoring heslth thirough thnelir heslth
insuraﬁc@ activities. Programs of 1life copservation
have become ¢ part of Lhe business of many undervriters
znd have developed along several lines., 7Thus it iz not
the service afforded by thelr lnsurinece policies alone,
but zlzo ﬁha many suppiementayy services @up@lieﬁ, which
have done much in imyroving nstionsl weli-being.

fmong such services is included the distribution
of heslth informstion. This iz distributed through the
mediia of periodicszls, pruphlets, booklets, specisl ad-

vertisements and motion pictures. A nursing service i

is0o maintained by some ooy

f}!‘)

nles, with free visits to
the homes of policy-holders. In sddition, heulth prob-
lems have been met by mssns of educational programs,
Admittedly, such services meke hedlth insursnce more
appaaiing to the publie snd more profitable to the under-.
wriﬁérﬁ but the benefiis caunot ¢ll be cileulnted in
terms of monebtary galn.

The health progrims o

of insurance coupinies were in-
tended primarily to bv~“i*r the lot ﬂf the woge-e&rner.
in extension of this ides led to the 4irst Group ACCIe
dent and Health contract about 1814, designed to com-
pensate the insured for loss of income due ta‘aickneﬁs
or sccident. Another type of Talat@ﬁ group cover:ge,

Accidentzl Desth snd Dismemberment, was ictroauced in
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its present form sboul 1822, ﬁeﬁpitél Insurance and
Surgical Fee Henefits for ewpployees were issued first
in 1935 and 1988 respectively. The st.bility of labour
was further increased when Group Hospital Iusursnce was
made svailsble for dependents in 1838 apd Group Surgileal
Pee Benefits, in 1240, |

The four kinmds of protection %emtimne& above mey he
written in different ﬂﬁﬁbiﬂ@tiﬁﬁ&ul Usudlly, however,
Hospital Insurance and &urgigﬁi Fee Benefits are not
written alone, but are supplementary to Weekly Indemnity
insuranece, the modern counterpart ef the first acei~
dent end heal%h contract., seeidental Death and Dismeme
berment Insurance is never writlen salone. It iﬁ_iﬁﬁﬁﬁ@
in eonjumction with any other type of group COVEr&Ee,
juclucing life. It cannot, however, be Writtéﬂ with
Surgical Fee Eﬁﬁ@fité alone. Depepdents?t insurance is,
of gourse, written only in conjunction with the corres-
ponding enployee insurauce. The most cbmplat@ group
plans sre coubinations of the four divisions.

Certain regulmtioas'apﬁly generaily %d&ﬁhe above

piazns unless otheruise provided. In addition, there

are reguletions which apply to each of the plsns indi- -
vidually. ?
1 \ | .

See Appendix H, "Proposed Plan of Group Accident.

Protection for Yeclaster Students.®

2 ‘

See page 46,

ety ot s R L s e S e sy et (e b A 1t # e ebube ©  tn hn 4 mmt mee bed te 4 + e e e




o | (43) | .

Geperal Hegulstions - Hon-occupational aecldents

.....

snd all sickness not covered by ¥Workmen's Coupensation

are subject to benelflits. Wost injuries, inéurre@ while
employees zre at‘wark, sre covered by “orkments Com—
pensatlon; but these ﬁomﬁtitmté a cowparatively $ma&1~ | ?
proportion of the dissbilities which employees sustain. l
?&er& isy therefore, wide scope for non-occupational

sickness and accident coversge. Occupational protect-

compensation laws. Accidentel Death =nd Dismexberment
benefits may provide protection agzinst both oceupation—-
al spd non-occupational zecidents.

¥ost policies are writitem on groups where the em—
ployer-employee relationship exists. Other types of
groups are usually excluded by insurance companies. In
groups éligihl@ for the coverage, all employees, or
only those of certain definite classes, are eligibles
The pr@tactiéﬂ is restricted in most cuses to employees
under age 70 who svre asctually working on full time.
rensioners and p&rt¥tim@ aﬁplwy@as cannot be insured.
rmployees who begln work after z scheme is put into
practice must Sarve a waliting peried of s certain length,
usually three months. This walbting period may be msade
longer if & high labour turnover is indicated. In this

way, employees of & temporafy nature are eliminsted and

the possibility of selectien adverse t¢ the underwriter

is decreased.
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the number insured constitutes a certain percentsge of
the tetal of employees in the group. The follewing
table is un inciention of how the wminimum recuired is

3
ascertaineds

50 or more : | 75%

44 to 50 %8 employees
50 to 43 | 85%
25 to 28 - 25 employees

Ho medical examinetion is reguired in the groups of 50 or
more employees. Vhere the group counsists of from 25 Lo
45 emplmyé@s, the insurance company hes the right to re-
guire evidence of insursbility.

It hﬁs‘be@ﬁ found that psrticipation generally ex-
ceeds the required minimum because of three maln ressons.
In the first place, the flexibility permitied in deter-
mining the scale of benafits zllows a particular group to
adopt -5 scale that fitﬁ‘iﬂ with the employees! needs,
desires and sbility to pay. Secondly, the éﬁergetiu COw-
operation of the employer i:x gained. This msy be done by
naving the esployer contribute, thus giving him & finan-
cial stake in the plsn. Finally, most plans are made as
sizple as possible, with only the few restrictlons and
oxcinsions necessary for sound underwriting,

Extra premiuvms are r@quireﬁ on Wany policies fal- T
csuse of the nature of the mexbership of the group or
B

Table employed by the London Life Insurance, Londom,
ntarioc. ‘ :
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beczusze of the hazardous naiure of the particular induse

A
»

% ' c@ﬂc@rned“ then s group consists of a;gafta$n'numb@m,
mf women or mewbers of non~ceucasian races, the extra
pre&ium'ﬂh&rged depends on the percentage of t&eae which
are in the group. Extrs premiumﬁ'are wsually charged
where wore than 11% of the group sre Women or "hon-
coucasizns.® The extra charge increuses zs the percent-
sge incresses. Age may alsoc affect the premium to be
charged for ﬁi@knés$ snd secident coversge. & distribe
ution ef agas,a@bva the normsl, such as 10% of the group
veing over 60 years of ag@ﬁ‘mmy necessitste sn extrs pre-
wivm charge. Neturally the\mature and hazards of the~
occupation &t which @mplmyeas sre working s=lso must be
considered, "Substundardn inﬂuﬁtriés,‘im wnich & sickness

rote higher than the normal is expevienced, zre classified

into various groups opn which extra premives for different

amowunts are placed.

The ewployer is often requir@ﬁ'tw contribute z good
part of the premium payment. A minimum of £20% may be set
by the insursnce compary for the ewployes's contribution.
This serves to déer@aae the cost to the employees covered
and it also &usurés thet the ewployer will not be lax in
administration of the benfits of the plan. Since the cost
ﬁf insurance depends largely on the claim raté, the em-
ployer will euforce safety rules and instsll selety devices
in order that the elalm rate be kept lawa In this way,
the insursnce prexiuwm is reduced and the cost to the e
ployer,minimized.

4s in the cuase of Group Life Insurance, & muster
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policy is'issueﬁ to the employer znd a @ertifimaﬁ@ of in-
surace 1s issued to each employee covered, shich sets
forth the main provisions and benefits of the plans Bm-
pimyeesﬁ contributions toward the cost of the insursuce
are deducted regulsrliy from their pay. Iﬁsur&nce.ter«
minates upon eéssatiwn of active employment or upon the.
contract smniversary following the attainment of the

age of 70 years.

¥eekly Indesnity Insurance - This type of fickness

and secident coveruge provides a definite income, parti-
ally to replaece the employeels loss of dncome during dis-
ability. The best plans relate the waékly benefits to
the asversge weekly earnings of the wgrﬁ@r, since these
sre the best indication of need resulting from the loss
of those earnings. The percentage of earnings to be
paid in benefits depends on the policy of the under-
writer and the terms of the contract. ﬁakimnm'weaﬁly
ben@fité range from one-hall to two-thirds Dflavér&ga

weekly earnings in different insurance cowpanies., High-

‘er berefit pates nzturslly mean inereaseu prem;ﬁm:
Cost bf this form of insuranee is alse iﬂfiﬁﬂncaé
by the &et@rminatimn_of when imﬁemnity pmym&nté are to
start. Bisability due to accidents and sickness are
usually differentiated as to the day of disability on
which payments begim. The best type of coverage pro-
vides ror mccident dissbilities to begin on the fiﬁst
gay end sickness disabilities to begin on the fourth

day. In this way excessive zbsenteeiswu on the pretense

i St st
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of sickness is guerded against. Any scheme, however,
should be modelled to fit the particulsr needs of the
grour inveived. ‘

The duration of benefits may be set ot & maximum

of 13, 28 or BZ weeks. The thirteen~week maximum is

probably the most comwon, however, since a longer period

- causes undue ceost shen the aversge duration of disabil-

ity from auy cazuse is zbout 6 weeks. Other factiprs also

infliuence the premium rates. Fost important =zmong these

is the percentage of mémen employees in the group. Ex—
perience has shown that women lose wore time due to dis~
ability and this faetl must be recognized nhen rates are

being seb,

1

igspital Insurance - This provides reimbursement

B

within specified limits for charges made by ﬁhe hespital
Fror expenses sctusily incurred. Limits sre placed on the
anount and duration of beneflits, although payments for
special hospital services, exeluiing surgery, sre nade m@
to & certain limit. Additionsl vabtes are charged in the
case of & group with eleven or more wmmen‘p&r hundred
eiployees. 1Im contrast to various hospital plens aveile
avle be individusls, psyments under group hospital in-
sursnce are made direct to the individusl benefiting
rather than to the hospital and aré made only after dig-
charge from the hospital.

Hospitsl Insuraunce is nlso available for the depend—

euts of an insured employee. Dependents are classifled

a5 the employeels wife snd unmarried chidren over three

wonths and under eighteen years of age. The inclusion of
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dependent coverage neaassitaﬁas restriction of the rate.
of benefit or & contribution by the @mplayer.tﬁ the cosk.
Otherwise the employee-comtribution becones &0 bigh that
proper participation is diffieult to obtain. Under-
writers must also exercise czution in iiberalizing ben-
efits on the basis of early favourazble experience. The
claim rate tends to lncresse as beneflds are liberalized.
This iz the aaée in all group zecident and sickness plans,
aﬁﬁ it has been deduced that h&@ liberal bevefits wmay be -
an element countributing to absénteaism angd walingering.

Burgiczl Fee Benefits - These reimburse the empioyee

for the actual faés charged for des.gnated operztions
subject to specified weximum amounts as set FTorth in a
schedule in the policy. An over-all meximum of usually
$150 is set pn any oune operation or ou operations per-
formed during one disability.

This form of coverage is not issued slone, but nor-

mally g conjunction with Hospital Inswursance, Surgical

Fee Eenéfit% ﬁ:e avilable for dependents as defined

under Emsﬁital Insurance, The benefits pavsble to both
exployees and their dependents cover ﬁhe exact ﬁuﬁgiea@
«ﬁ@#@«imcurrad, but not in excess of the mexinum contained

in the sehedule.

Adccidental Desth snd Dismemberment Insursnce - This
type of coverage 1s written only with some other form of

Grouwp Insurance., #An soecident that caases loss of 1limbs
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or sight ususily weans & prolonged period eof diszbiliy,

snd afterwards, the necessity of fivding s new $type of
work. This insurcusce taékes care of thils ssergency and
&iso provides iusurance in the event of zceldental death.

‘uch & policy in conjunction with Group Life Insurance

A

P

srovides & benefit similar to that provided for by the

e

double indennity clause in ipdividusl policies.

Benefits ure pald in a iunp sum or im ingstulwents
totailing & specified sggregute awount. The principal
sum is paid in the event of accidental desath or major
disabilities, while one-hszlf is pzid in the ‘event of a
less serious disablliity. Xost muntraeﬁsprwvide for pay-
ment of benefits in ths cadse of desth or ﬁi&abiiity'
resulting Frow either occupational.or ﬁanwoacupaﬁi&nal

accidents.
. N LRI N Y o ow e o oR *wwmliﬁ

Group  aonusties

The Grmup Annuity is that type of ebVerag@ under
which an em@lwyer makes provision for wetireméntéiﬁcames
Jor his ﬂmplwyé@s through sn insuyauga mmntfa@tﬁ Hany
gaployers maintaln a caw@any plan of pensions for those
workers who have given faithful service., Group snnuities,
however, are undoubltedly & amuch more satisfaclory basis
for old age prwvi310ﬁ,5 This is pecause of the substan—
tial costs involved in retirement plans, which sre wmed

4 , ,
L.I.Dublin -~ "2 Family of Thirty Bililen,®{p,184},

5 N
J.B.Maclean - FLife Insurance,® {p.u80).
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best by "funding® during the active working years of the

enplioyees. IUnless the costs are "lunded” through the

wedium of Insursnce companies, the payments ﬂé&@ssarylmay

De 80 gfaat a8 to result in curtailment or even discon-—
tinusnce of the plan.

The [irst group plau, other than that of
Corporation for univarﬁity teuchers, T written im 1921,
and since tha@ time group snnulties have become increas-—
ingly im?ortaﬁﬁh kost plans are contributory, but may
2150 be paid Yor entirely by the empioveyr. The annuity
asu&lly becoues pay&hle'aﬁ age 65 for ven and 60 for wo-
men, although any sge below TU may be selected. Unlike

otnér types of protection offered under group contracts,

group apnuities have ¢nsh surrender values.
nloyeds death, the total amount he has cmﬂtribute§ {w1th
or without interest, ﬂapen&ihg or: the teras of the @l&n}
is pzid to his beneficisry, less sny retirement imao@a
siready paid to him. Oun withdrawal from a'aah@mﬁ for any
reason, the employee may receive his ﬁ@t&l mwntfibuﬁiﬁnﬁy
or btuke & Paid-up Aunuity besed on these contributions.
Freguently & policy may provide for the Paid-up Annuity
to be b@sed on the em@iay@r?ﬁ.ﬁantrihumiama slso, if '
certain mﬂﬁditians‘mwelmetu

As & gepersl rule, not less than 30 employees nor

6 .
J.B.taclean - "Life Insurance,® (pu«580).

the Carnegie
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less than 75% of = group must be included under & group
plan. This reguirement is to ensure economical admin-
istration. Hany other regulstions which apply to gf@my
annuities hove alrendy been described uader other forams
of group coverage. One feature of a group reiirvement
plan which is of interest, however, is that wnich deazls
with benefit pay.ents. . any plsns tzke into csnsi@erm
ation any pensions from other sources when deciding on
the benefit To be payable under the group policy. Usual-
1y a total smoual incowme «t retirement of the employse
of from 40% ﬁ@ 80% of his sverage yearly earnings 1s con-
sidered best.

"It is unlikely that gmvarﬁm&nt snnuities will aver
replace group plans. ?aymants undeyr the f@rm&r sre often

very small in comporison witi: the individualls average

earnings. Uroup pisns provide for reasonably substantial

penefits. The reduction of activity by imsmranee'uﬁmw
panies in the field of group amnultles in recent years
has not b@@n due to lzck of demand on the part of the
pubiic. The resson h2s been the greatly incressed 4iff-
iculty expsrienced by wndervriters in satisfectorily in-
vesting the substantial reserve funds %hich ﬁere being
ranidly built up. g Wnen iuture opportunities for in-
vestment of such reserves uppesr, activity in the fleld

of Group ifnnuity plans will sutomatically incresse.

7 g . ,
L.I.Dublin ~ "& Fomily of Thirty ¥illien,® {p.186},



(52)
Chapter ¥
Iy

Feonowde A ‘“&“Qﬁ‘th Group Inst

Group Insurance presents an importsnt sroblem for
considerstion when situdying our preseunt in%uﬁt?ial set-

up. It way be found wherever s uunber of pm vlﬁ are

graupaﬁ together wuuder the emplqyuﬁﬁxéﬁﬁﬂﬁV 5 In addit-
ion to amelliorating mel@ye?~&mpigy@% ?&1&$1&%$$ it‘hasj;
led to gresater security for the worker. Nothing is @@rwﬁ
fect, however, snd s0 Grouwp Insursnee is licble to crit-
ieism, some of which is valid end some not.

"In the first place, Group Insurasnce his gone far in
imp?@viag labaur~mmnagemant relatianﬁg As imﬁﬁatrﬁ hss
become more und more concenitrated, there has been s gulfl
formed be%%een the "boss? and his warkerss o impersonal
relationship has becose evident in post of the large pan~
ufseturing establishments. There is a lack of acgusint-

anceship znd of understanding. The workmen Teel that they

are simply eéga in » great sochine ieh tukes no partic- -

ular interest in them. ‘ﬁanag@meﬁtvis sometimes pronw Lo
overiook the feelings of the workmen and fails to take

auvantage of ggdiipg the euployees! gooua-will. - ABY Te-

ugsts or griewaﬂées by the wen are disrvegarded or are
not given falr cmmsiﬁerati@n» Lack of acquaintanceship
150 ileads 10 & mutual luek of confidence.
The extent to which this gulf in industrial re-—

lations may go was shown when 1. ctorie¢ @g an sa%aty

campaigns, In order to prevent mﬁ&lﬁ@nﬁb it was newﬁL'v
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ary to seture the co-operation of the meﬂ,.&&@ﬁé m@st‘
aeeidents cannot be prevented hy_ﬁeehamiaal guards alone,
Co-operation was secured by direct contact between nan-
agement and the workmen and resulted in imsroved relations
and better umﬁeﬁgtamdimggl

The institution of Uroup Iﬁsuranca plans in'm&ny - é
establishments has also le&vtalimprﬂved @mpl@yermem?lmyeé
relations. The e..ployer isven&bla&‘tm offer his workers
sowething in addition to their regular weges. _ﬂa‘feeiﬁ
that he is contributing msterially to their welfure as
. well as to that of théir families., A%t the sszme time the
employeﬁ 15 led to beiieve that the management is gen—
uwinely attempiting to help him, No persomnal conitzcet may be
made but, nevertheless, a better understsnding between
labour and menagement is fostered. Appreciation @f the
afferts of management in their behalf extends not only to
the worker himself but &lso to his fasily. In this way,
the loyaity of the workers is gained end an "esprit de
corps? develops. |

Labmﬁr turnover is reduced by the adoption of &
group scheme for protection of the employees. Hot only -
is the turnover of lsbour reduced but it becomes easier
to secure additional laibour when it is needed. The
presence of group pfﬁtectimn‘m&kég a job more desirable.
Before en employee considers leaving & j@b‘im an es3tab~

‘iishment which provides a group scheme for the protectlion
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of its ﬁ@fk&fﬁg he must remember that the insurspnce under
this schepe ceases u@ﬂm‘t@rmin&tion of his @a@laymemﬁﬁ
Because of ihils an employee is reluctunt to leave even if
the ewmployer @g is going to, &isc provides Uroup Insur-
ance. Some benefits are based or length of service and,
as & resuwlt, any lsbour turnover is unprofitsble for the
employ€es Cohcerned. |

Reduction of labour turnover directly benefits the

euwployer. Hew workers need not bechbrnstauntly trained in

purticuler jobs. 4 certain stability of method
achieved in production. Each man knows exscily whuat he
is supposed to 4o znd eueh learns to co-operate with his
fe.low-worwer. The incre.sed production which results,
Bsuslly wore than repays the employer Tor his comtribut-
Group Insurance may also resuce &msemte&iém apd the
cost of accidents. ‘YWhen the benefits of medical care and
nospitelization arve aviluble, workers seluom luck proper
care when it is needed. They are invarizbly in better
vhysical condition s 20 40 not have unduly long 11l-
nesses. Acclidents are alsc less conuon ﬂmﬂﬂg.phy$iw
gzlly it workers. Heduciion in secidents mey not be
entiwely due to the good physiesl condition of empldyw
ces, however, because safely éamyaigms ey be carvried on
by the eupidyer. The cost of ¢h@ protection 1s bused to

some extent on the claim rate in an individusl group,
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and so & reduction in the number of zccidents automate
ically reduces the expense. ibsenteeism is net always
reduced by group protection. If is then.founﬁ that if
pbenefits &re.ﬁﬂw +ibersl, the claim rete will be very
high. Thus sbscrteeisw and mslingering sre increused
in sueh 8 cuse. iﬂsurahse companies often Tind it mpore
gi'fective to lower the rﬁ%eﬁ of benefit than té increuse
the premium.

The pr@t@ctigm afforded under group schewes incresses
greatly the security of the eupioyee and his fundly. Pro-
vision is mzde to pay for nhospital and doetors!? billsg a8
is aisq,§wwviﬁién for depsndents iu case of the exployeels
desth. & source of muéh‘warry is remove:d aﬁﬁfthe woTEey
czn devote all his energy to his Jdbu Te does & better
job =ad tskes more interest in his work. An additional
consideration is the low cost of éhe coverage To the em- d
plﬂyeém Under & group plan, © wWorker can SeCure Cover- ‘
sge whichn he would mot be szble to pay for oitnsrwise.

The sge of euployees covere: by a group contract
greatly aifects the colliective attitude towerd this
goverage. As 2 general rule, oider workers sre appre-
ciative of &fﬁmp imsuramcag while younger euployees are
nét interested in snything that takes money out of their
pay-envelopes, These gﬁtituﬁeﬁ are due to the relative
gistsnce of aiy prospective bensfits from the insurance,

Glder emplbyees sre cppreciative becsuse they anticipate



benefits @hic% more oiten ascerue o them. For youuger
w@r&@rg the y%mupwat of venefits iz wmore remote. The
solution to this probles lies in Poontinucus Gelling”,
Full umd&ﬁﬁtmm&ing o.. the purt of ail euplioy rees @ to
objectives, the serving of coumon iﬁ%@wﬂﬁtﬁy and of the
tungible benefits which accrue, |

The same solutiom spplies to the esses when the
insurumc@ y?@ta¢hi@n'pravided by the enplover iv Ttaken
for granted¥, vccepted a5 & Tright® and is little
tpprecizted. OSuech apn swititude 15 most common in non-

sre the situation might be reliev-

contributory schemesn
ed by the introduction of contributory (roup lusurance.
any Jirms have found it profiteble, also, to let em-
glayaeﬁ shore in cdministration of the scheme. This is
accomplished by a joint lsbour-penegement effort in adi-
winistering the protection.

"Lebour unions at first o ‘*3@cﬁed to the ides of CGroup
insurance, Group sdheme% were originally set up only
upon the enployerts lh¢tl&t3V$q Ay & result,; only some
enployers offered their workers this protection. jSome
workers, therefore, were contented in thelr Jobs and were
iess propared to guit their work when itle wnion culled
& strike. Group lnsurspce was contrary te the best ine
terests.af the union A“rnmu@n it wia in the best wntereﬁta "
of the workers. The unions slso objected to the coverage
on the grounds that the cost cume out of the wages of the

3

workers and that the spployver could discontinue the pelicy
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vhenever he wished. These ériticisms deserve Further
diseussiof.

That workers sre less prepsred to leave suployers
who fo&r thew group profection is o natur ..... L eritieism
for labouwr umions to put forward. The success &f lsbour
organizations depends upon the degree to which they con-
trol lesbour. If some workers refuse to follow the orders
of the union, the union suffers z loss of prestige and is
open to further rebulfs, Yorkers who g0 on strike lose
the protection of thelr group scheme. Thus the exist-
ence of Group ‘a lxma in some establil }«ehtv constitutes
& comstant threat to the effectiveness of the union. This
does uot meun, hovever, that &rwu@ Insurence is to be con-
desnei. ‘Et is highly degsirable from the ingiviidual view-
point snd it is susily seen why workers who nre subject
to its bemefits wé@ia @ét wish to lewuve their jobs. The

o _ ‘
strength mf organized lubour is thus reduﬂ@ﬂ but, &5 we

W SPPTOR

shall éﬁe‘l&t@ry,the unions are now sdophbing s’
'5éch@¢p‘this préblwmm

The @uiwnm 3180 ¢claim thet the cost of g auy cover-
age cones out of wages.  Bven if this claim w@r@~amti%en
ly correct, wouli it constitute & valid eriticisw? The
benefits go to the wage eEINers; @wp&mye%& reaeivev@ﬁly‘_
indirect bepefits. Under such plans enployees may ob-
.ain protaection at less cost thau‘amywhere glse and so
uh@ instiftution of ¢ growp ﬂah@me is & real 5%ﬁ?iﬂﬁbﬁ@
the worker. In adaition, the supioyer puys &1l th@ G

ministrative gosts of the plan and handles the payment
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of premiumgs. In spite of these facts, however, the am—

sioyer usually mskes sowe contribution to itne material

I .
1&‘3@» ! . ¢

It is zlso chavged that when the ewployer
a part of the premium, any dividends ﬁlIGW£;
surance compuny Lo the group are given Lo the smployer.
In this way hi$ netv contribution is reduced considerably.

reguler @dvour cost by tax suthorites in UeB.l. Be-

cause or this, they mey be deducted as a lsbowr expense
befores boxes are caliculuted. Accordingly, the actusl

net cost 1o the eupioyer is considerably reduced and may

Labour wnions initlally opposed Group lusurance
schemes because oY the thresat they presented to the
effectiveness of lzbour or.anizationsy to~day, they‘aﬁw
voeabe group coverape for exectly the opposite reason.
"he unions have realized that this type of insurance is
veneficial snd desirved by the bulk of wage-earners.
Labour orpanizstion hss not scvenced Lo thel stage where
unions cen overiook the dewands of their mesbers. In
fact, it mey be ssid thet the cpposite is true.

Unions are constanbly encrosching upon new fields
in order to @aiﬂtmin interest in their organigation. Im#l |

terest of the worker is vital to the existeuce of the

upnion because the iodivicusl is g & ko forget the hand
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which fed him before hé could make his own way. For
thls re¢3mn, tha unions sre continually raimihg ney |
cguestions which are not within the zscope of calieﬁtiwe
bargaining.
Segardless af whether (roup imsuréﬂce ioes or does

not fall under the Q“m ﬂ‘af collective hdrgwiaimg, muﬂy

labour argwmiz&ti&&& now inu&ude it in their bar-
gaining spreemwents with emwployers, Thus workers who be-
long to theséharganimatianﬁ are protected by Group In-
surance dppurentiy ay # direct result of the unionts
efforts on behalf of its mewbers. Furthermore, efforts
Care mude to provide for puayment of the whole m@&t by ﬁh@
employer. To Jjustify this charnge in the ordinary ﬁystam
of greup coverage, emphusis is placed on the dividends.
and tax exemptions which esployers receive on the basis
of prewium paywents, on the eliddnntion of the cost in-
curred iﬁ‘amll@ating payroll deductions, and on the full
participation which such a change would gusrantees

There is no pansces for the solution of sny prob-
lewm. Obvﬁaus iwperfections exist in group peliaieg’
available through privste insursnce companies, Rewedies
for some of these gaps cre sveilable and frequently are
exployed. In the first plsce, to cbtain minimum cost so
large a group is reguired. that the smaller esployer is
not sble to ¢vsil himself of the system. This 1s one

defect m~ich caznnot be reuwsdied to any extent unless

1

Unitec Purniture Vorkers of imerica -~ CiI.0., mhd
United Eleetrical, Hadio =nd ¥achine iorkers of
Americs « Csl.0., are two such organizations.
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insuran@é companies find scuwe means bf_d@craasing their
rates. The trend tewsrd establishments exploying great-
er pumbers of workers is effecting & natural remedy of
tnis pr@blem, The averzge nunber of enployees per es-
Tablishment has incressed gre&tiy‘iﬁ recent yearss The
following Tigures reluce ta\m&nvﬁamturing @stabliéhm

mentse

iversge Number of Employees

Year Per Eﬁt&blﬁq@m@gt‘é‘
1928 . 28.4

| 193¢ | 26.5
1841 _ - 36.8
1942 41 .4

As the size of groups incresses the cost of group c@%erm
age ﬁécra&ses proportionately. |

~ Becondly, the insurance protection may he~fmrfeite@
when the3emplaymént ceases. ‘here thié.ﬂmas taike place,
it must be admitted that it constitutes & W&&kﬂ&ﬂﬁ‘ﬁf the
individual policy in question. Generally, the need for
insurance is even grezter after the termination of em-
ylaym@nt; The employee no longer receives 2 regular. in-
come, unless from z pension, and must rely upon savings
to pay for Tuture insursnee. This weskness in Group
insur:nce may be remedied by provisionm in the group pol-
iey for coverage extending beyond the period of employ-
ment up uﬁtil the death of the insured employee, Such
2 | - |
Csnade Year Book, 1945 (p.486).
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extensimh of coverage may be provided for in the payments
ade during employment or by p-yments after retirvement,
“such & provision aveids the high cest of conversion to

n individual poiley.

ge"x

The high cost of conversion is the third weskness of

group policies. Unless otherwise provided, sn employee

lewving emproyment wust epply for an individusl p@liay_if'

he wishes to secure the proteciion alforded by inéur&nceg
T&iﬁ procedure involves an sbsolute inereuse in cost
which is often too great for the retiring ewployee, as
proven by the small percentage of palici@s wnieh are
cmmverteéy |

another crihieiéw, witieh &gpiiea to the sickness ond
accldent coverage in particular, is that inadequate
provision is made for the cost of unususl wr‘prelonged
'disabiiity,' Adeguate provi&i@m'ig mode for disabilities
lasting only & few weeks but many persist for periods
groeater %han those provided for in the poliéy, Such

| .

lengthy illna%saﬁ msy prove disastrous to the individ-
ual employee concerued. Although no solution of this
problen has feﬁ been sgreed upon, it is noit inconceivw
able thaﬁ one msy be worked oubt within z szhort time.

ﬁesyiﬁe defects in the present system of underwrit-
ing Group Insurance conbracts, it is an uwadenizble fact
that this f@rm of e&veragé haz gone far in easing the
situatimh of the wsge-earning class. Iﬁsufar as these

defects muy be remedied, further iuproved conditions may
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be expeaéadm That Group Insurance hss improved employer-
emglaﬁee‘rel&tians is & recognized fact. Employees wel-
come gfoﬁg protection because of the sdded secﬁrity which
it affords to them. The motives which aetuéte enployers
to instsl group contracts, however, ure more varied. In
an attempt to discover thﬁé@ motives, the Hationsl Indus-
trial’Canﬁr@mce Boarda of New f@rk made & survey te whieh
about 420 employers subscribed, Some employvers mentionesd
wore thau one reason for pfﬁ&iﬂiﬁg group protection for
their euployees. The various reusons and the numﬁer of
companies mentioning thew are as followsy

Bumber of
Companies Reason

188  To reduce labour LUTROVEr.

101 To help erployess and their dependents.

89  To secure better co-operztion and loyszliy.

64 | To express appreciation of the serviéas ard
: loyalty.of the enployees.

29 As, ér instead of & giftg

25 To give linsurance tm’emplnyaaﬁ who 4did noi

have it.

20  To provide ingursnce for employees physieally
or otherwise wnfit for acceprtance under ords
inary insurance policles,

20  For gengral numanitarisn reasons.
15 "Ta obtain incresed erficiency by removing one
of the sources of worry to an employees
! 1
13  To attraet &, plicaznts for positions.
1% | To avoid collections among euployees G

Ccontributions Trom the firm.




(63}
Humber @g
Companigs Reusons
Conttd. ‘ Conttd.
| 8 To serve instezd of & bonus or pensions
7 | To offer benefits provided by lazbour unions
or coppetitive {irms.
7 - To encourage thrift and additional insurance.
3  To incresse the benefits provided by their

wutual benefit societies.

One rexson for the installstion of Greoup Insurance
contracts by employers whiech promises to increzse in im-

portance is not imciuded in the above s.rvey. This is

its inclusion in collective bargaining sgreements. oecause
“of union pressure. Several unions have alreatdy aopted

this method of maintaining the interest of their mesbers.
If it proves to be successful, other unions will undoubt-

gdly employ it for the same purpose.
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Chapter ¥1

Group Insurance or Soeiai I:g Ence

ﬁoai&l security is one of the forewest problems fac-
ing the people of any country. The means of &%ﬁaimimg
this end sre the subject of much controversy. In Canada
'eontrmveﬁsyvr@vwlve$ around the excansion mf group covers

gpposed to compulsory social insursnce, In the

finzl anylysis, it is & question of the relative efficien~
cy of @uhliﬁ and private enterprise in & field in which

printa enterprise has proven itself.

&raup Insurance, ln-th@ comparatively short p&rmad of

in its pres@nt forwm it offers &t least & partiazl, if m@t

complete, solution to iﬂauraﬁﬁe problems of the working

man snd at low cost to ell concerned. It necesxit&tes-ié?
purden of additionsl tuxstion on the geﬂ@r@l‘publia'aimaéi
the cost is met by théae‘whm venefit, either ﬁireatiy or
in&irectl&¢< Thus national benefits similsr %0 those ex-
pected unﬁ&r a soclsl insuranee scheme ure fortheoming
without an inere:sed expenditure of nationel income. It -
is possible that in the further development of group
goyerage may be found & better solution of the problem
of insurance protection for workers than that afforded
my acmpulsmry state insurances |

If the majority of the people decide that ﬁh@y want.
& gavernmeﬁt scheme 5% & mesns of pr@t@mti@m against

certain socis 1 hazards, such & scheme will undoubtedly
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be insugursted. Before & decision is reached, the public

should be made sware of the essentizl facts which come
wider consideration in discussions of the expediency of
cwmpuisar& ingurance. deveral busic préhiems present
themselves in & venture of thiz kind which, because of
their nature, wiil probably influence public opinion to
some extent. The primary problem is to deaiﬁa whether the
intr@ﬁumtion“mf such & scheme 1ls necessary or whether

aome other plsn exists, or could be developed in its place,
to the advantage of the public, ﬁupplemeﬁtary probleuns,
such az sdministration and cost, play an‘imporﬁant,pam%

in the determinstion of & aatiﬁfaatbry sclution to the
primary problem.

There appear te be two possible methods of szbttaining
goeial security in Canada, The expansion of group c@var‘
in combination with the now-existing government messures

. ! .
such as Unempioyment Insurance, Family Allowances, Worke
ment's Cqﬁyensatian end old asge pensions is one popssible
Sglutimm;‘a ﬁmm@rehemsi?a government geh@mé of compulsory
soclazl insurance is thé seconds The method to be suployed
depends u@cnfthe direction in which the balanee of publie
opilnion swings. Regardiless of whether the government
approves, or disapﬁﬁpvwgﬂ of any suggested schem@.af

sogial insurance, the wltimate decision will rest with the

mass of the people.
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Ay governument schene of soelal insurance will not
meet flth gwnerml ovposition if the public cons 1ders the
plen o sound one and one that will aiford them protection
at reduced cost. The public, in general, are satisfled
that the insursuce business, as it now operstes, is
soundly mam&g@du Any change rapresenté@ aé enﬁuring &
puch more QCGHOmlGui &ﬁmm413tratimn and & conseguent re“‘
duction in cost will, however, be lookerd upmn with faveurs
The *ﬂﬁst& m arises wn@ther the government sctually could
veduce the cost of protection in ﬁh@%@ lines of insurance

now e??erea by private evterprise, We“a‘@vt@rw the con-

stant arguwemt of the relative efficiency of public snd

private ant@ypriﬁa;

The commor beliei ls that private contrel is gen-~
erally more ecbnomicél3than public. The vziidity of this
beliefl dépénﬂs Wpsie um@ ;ﬁﬂividugl case. It has been - ;
found rrwt the mm@ratm@n of certain services by publis
@ificiala is more efficient than operation by an indi-

vidual busxmﬁssmang wnether this would be the case in
| ) P ; .

" the iasuﬁ&ﬂa& field iz a matter of pure agecul&tiana As

a matter of fact, the @zgwcﬁatmmn oi such & result sceus
to huve little zmuﬁaatien“ &ampetiuian now operative
in the insurance business tenﬁg to bring rates dwwnvan@
to braudan the coverage grianted under insurance achtrmetﬁﬂ
in adﬁition,’public safeguards are placed dbmut its oper=
ations which serva tm further protect the people. ' If the

gcvefnmsnt took over the imsurance business , or any park
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of it, competition wauld‘cease entirely in the publicly
controiled lin&s‘éf insurence. The penple wauld have
to be satisfied with the rates aud coverage as fixed by
the government. |

?hefa is~a'curiaus anomely in the opinion of some
business men on the subject of social insurance. They
beiieve that while the government could conduct the in-
surance business more efficliently than private enter-
vrise is doing at present, it could not carry on their
p@rticuiar business as effimientlj'ar &s ecopomically
as they can. This view is similar to that of the
buresucrats who wish to get control of the zccumuluted
billions of imaui&nee assets. Such views are refuted by
the fact that coupznies have made inauranae4mne of the
soundest and biggest institutions now furnishimg an in-
dispenszble service to the public,

"toeial insurance is a step, though seemingly o
wild =ind innocuous one, towardads a buresucratic or totale
itariin £.rm of government, under which the state, while
unﬁertaﬁﬂmg to provide for the welfare and security of
the people from the cradle to the grave, also assumes
the control and r@gglation of all activities of %h&
people fﬁ@m the said eradle to the said grave,” " The
goctrine of individusl freedom, initiative and responsi-
bility wﬁ&ah we uphold as dewmocracy is, therefore, in
opposition to auy such step. The well-intentioned the-
orists and social reformers, who sdvocate government

1 % N -
Saturday Night, iug., il, 1945, G« Gilbert, "On Insurance.¥
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schemes. Gf insurance, igﬁ@re this fact; while @&ﬁﬁrdl
EOV- rmmeﬁtm fawvour anyvihing which promotes the extenﬂxmn
of their cgntrmlm
The ésﬁt of ingurance protection aiforded unﬁar a
government scheme would probably be higher than thab

offered by rrivate enterprise as Group Insursnce, The

administretion of grmmw1¢QV@r&g@ is simple i comparison
with the cumbefsoma BYit axpenszve machinery necessitated
hy eompaiﬁory in&uramﬂeu As it is proposed for ? ansday
social insurance would be administered by the federal
gOV@rnmem% fhraugb th& %eﬁium of tﬂ@ PTOVL Lciai EOVEris
ments. ?bb complicated c@mtrw; md&lﬂiht?&tlﬁﬂ wuuli have
£O be:a '; cated in esch prav1ﬁcem The expenditure to
maintain this aray of government officials would com-
‘Qm3+l*ube ﬁp small swmount. 'Tﬁe administration of group
gcoverage is aLrew&y set By and fmnctlanmng in & wuch
simpler aﬁa more econemical way. The private insurance
business ﬁ@n@fi@s from many years experience.

Premiumﬁ for group protection sre collected through

‘ _

payrell dédmﬂtimn or some other relstively inexpensive
wethod. Contributions for emmpuimmry insurance wowld
netess itdt@ 2 wuch more complicated znd expensive met ho@
of collection. These could be collected eusily through
employers?but there are wany people who couldd not be
resched in this wuy. The incomes ef houseshold workwr35
farmers, ? wyers. physicians, dentists, indepen ndent

sulesmen, «%C., are noi subject to payroll @gmauating‘
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Expendiﬁ&res igvelved in amlla&ting‘cantfibuyﬁﬁns from
guch pe@@l@ would reszch & high figure. -
in additional consideration is concerned wiih the
iﬁciﬁenc@ of the cost of compulsory insurance pr&tecti@n¢'
#ost of the cost maul& be thrown on the productive Hom~

bers of socieby, since they sre better zble to pay. The

prleﬁm woula be sccentuated if benefits rere consider-
ably higﬁer then public reliefl payments. Hore people
would be sstisfied t; accept the benefits fwwm}thair
insurance rather than work and malingering would he
encouraged. On the other hand, the cost of group pro-
tection ﬁu;lﬁ on those who receive the benefit dnd is
graded according to the smoumt of benefit. The iicent-

ive o work is, if affected in any way, incre.sed, snd

- careful serutiny of benefit provisions keeps malingering

«nd absenteeism xt s low = figure as possible.

It %5'quit$ believable that pevple who cennot
afford to purchase individusl prmtéaﬁi@n against those
things which are covered by soeisl insurance would like-
wise be ﬁn&hlﬁ to moke the‘required contribution. ARy
bem@fitﬁjwhimh acerus to these people zre nothing more
then relief payments. The care of sueh pedple uuder'the
guise of insursuce coes not slter the téue nature of the
gov&rnmﬁﬂﬁ expenditmm@ so incurred.

Proposals for soecial ipsurance i Canada are bused

on the attsimment of "full employment® and agricultural
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praaperitjh Of course, what is meant by full employment

is not mm@g aléar, zlthough it is admitted that unemploy-
ment amwumting to 85 or &U per centum of the working foree
&ecampaniéd‘by widespreud rursl depression woulm'place |
any'schemé for soecial security in a b&ﬁkru@ﬁ position.
ﬁ@remverygfu%l esployuent snd agricultursl prosperity |
are necasaary frow anobher at&n&p@iﬂt. Because of the

substsntial amount of nstional income which would necess—

srily be needed for the proper functioning of a social

insurance schene, there will be a grester handicap in

A

b

cowpeting for & shere of world trades In addition, the
bax o buﬁineés and psyro:ls mekes buie necessary sttaine
ment of full employment such more hlifl@ﬁitu

Any ﬁahame‘mf pational amei&l insurence to be imw
stituted in Canade awa aduministered tktaugh'previaciﬁl
deMartmenﬁs fuces dangers similay to those wideh attended

the oid pamel systepr in Great Britains An excellent
|

H. %¢Ca~siﬁy ~ B3pcial securilty snd B@&@Rbtfﬂﬂﬁimn in
Canada,® {yuﬁﬁﬁ} _

2.

3 :
Jf”” Gormen experiences 4ifter a
scheme was First instituted in
'uermuﬂyy‘tnu% GUUut’” experienced 4Aifficulty in com-
peting for its share of world trade. The cost of
prcuuatian of goods for expori reose so high that no
buyers could be found., Teo counteract this, Germeany,

by mezns of propagands, prevailed upon sther uJUﬂtrlﬁﬁ.
to institute national i.sursnce schewes so that their
costs would 2lso rise and Germeny would be able %o
compete, once more, in internctionsl trade, GSome
people stiribute Cw@&t Britaints social iﬂﬁh?uﬁﬂ%

scheme to this propsgands.
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eritieal analysis of this system was made by Frederigk
L. Hoff: jﬁ Unless extr@mely‘w&il supervised, any
national ﬁnﬁwraﬂﬁefseheme‘woulﬁ deteriorate into a nume
ber of lbﬁsely relsbted provincial schemes. ﬁtaﬂd&w&s~wf
mediczl t%eatmant# benefits and rates would vary from
one provimee to anéthex~ It is copceivable that worse
wedical e%re'might be offered the peuple than if no
national #ﬁﬂnr&nce sthexe were in @”“ect« The purpmsé
of saei&ijseﬁuwity would thus be defeated, - |
‘

From the foregoing discussion there are many points
which mmyﬁbe chosen to dictate against any system of
soeial iosurance. Disregerd of evidence ig, however,
“pypical a% the modern ﬁf@pagaﬂdi&& who aims at & differ~
ent, iﬂsté&& of & better, state of things, Eothiﬂg is
m@re}alarhing in the history of government ﬁham the men-
ace of‘n&%ty and superficially eongidered drastic legisgs

|

lation; unlasa it be the mania of blindly foilowing the

preceﬁent\ set by one couniry regardless of fundamental

differences in the nstional lif@ anc charaeter of another.

To f&rm.a rationel decision oo the merits of &
g@vernménk gehame of insurance, the publie should ﬁe
: “ ’ .
supplied %it& the history of private insurance apd of
public, inﬁurunua in Caneda =nd elsewhere. In comlig %o
s aeclslaﬁ of hm” much social insurance the publie waﬁts,
it Qhau‘d weep in mind that it may not be a guestien mf

having Sﬂﬂl'l insurance in addition, hut of having it

4 \
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instexd of other things. Pesldes the heavy taxes or

1

e L . e s ‘ :
contributions which individuals must pay, prices rise
because the cost of uny social ipnsursnte system undoubb-

edly fallgrugén wages and becomes therefore én element
of production. |

By mesns of the vairious forms of ETOUD COVerafe,
which hav% been greaily developed im 2 relatively short
tine, aadiprwmise to be further developed, & fairly '
complete system of pfm%ecﬁia& for workers can be PrYOo— .
yided on % voluntary private enterprise basis and at no
gXpense t@ the generzl t.xXpayers. In conjunction With

‘

the vafimgﬁ government measures sliresdy in force snd with
public re#ief for the uestitute - soeizl inwmr&ﬁae Pro--

vides little more for the poorest class of the community,

" P x - X
* Group luswrance can provide soeial security for a large

part of the population, Thatlyart which caupol benelit
from grou% protection would likewise be zlmost insecess-
ible by social insurance. In any aaﬁ&,‘thé cost of ex-
tending social insurance to th@se pecple - household
workers, farmers, eh¢., would be alwost prohibitive.

Thus we see that Uroup Insursuce c:n give security
to the ma%xaﬁ of the working population who would benelit
most frmm;a gavérnm@mﬁ scheme of ﬁQﬁi&l insursncey Ear@#
over, pri&&ﬁﬁ,emtﬁrpmiﬁe-uma,prﬁwmd@ this securily more
egficigﬁtiy and more econounically tham.@amftha ﬁwvﬁfmmentw
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There is no valid reason why
i
|

acditional taxation upon the

social imsurance =chemes for

the govermmeﬁ% should impose
people in order to establish

the Same Purpose.



