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ROYAT COMMISSION ON NATIONAL HEALTH INSURANCE.

REPORT OF THE DEPARTMENTAL ACTUARIAL COMMITTEE.

To the Right Honourable Lord LAWRENCE OF KINGSGATE,
Chairman of the Royal Commission on National Health Insurance.

My Logb,

Wt have the honour to present our Report upon the guestion
submitted to us by the Minister of Health as stated in our Terms of
Reference, copy of which is annexed.

1. The present rates of coniribution under the system of National
Health Insurance are 10d. a week for a man and 9d. a week for a
woman, these rates being payable during insurable employment until
the age of 70 and providing, infer alia, for sickness and msab}enlen’t
benefits ‘in periods of incapacity up to this age. Under the Widows’,
Orphans’ and Old Age Contributory Pensions Ach, pensions are prgwded
for insured persons at the age of 65 and, from January, 1928, this age
is accordingly substituted for 70 as the limit of insurance for sickness and
disablement benefits, and for the payment of contributions, the rates
of contribution being reduced, from January, 1926, to 9d. a week for a
man and 84d. a week for a woman.

MThese contributions are divisible as follows:—
' Men. Women.

' d. d.
Benefit Fund and cost of administratiqn;.. 73 71
Reserve Values (interest and redemption) 1 5
Contingencies Fund® ... 5 z
9 8%

2. In the case of an entrant at the age of 16 the contributions to the
Benefit Fund providet on the present actua:ria.l basis for seven_—njnt-hs
of the liability in respect of benefits (including the cost of administra-
tion) the remaining two-ninths being met by Exchequer grants. The
question referred to wus is, in effect, %o determine whether such
modifications in the actuarial basis as would reduce these comtributions
of 7:d. for a man and 7id. for a woman are justifiable and if so to state
the amount of the reduction. Inasmuch as the actuarial basis governs
the estimates of the reserves required to support the liabilities of the
Approved Societies, as well as the basic.contribution, any change by
<hich the contribution was diminished might normally be expected to
involve some reduction in these reserves. Practical effect WO‘(}ld be given
to this reduction by decreasing the reserve va]ge_s credited to the
Approved Societies and this operation might be utilised to sl.lori'fen the
ferm’ over which the redemption of the reserve values' will extend
—estimated at approximately 30 years from the present time—or alter-
natively to diminish the part of the contribution applied, as shown
above, to the service of reserve values (interest and redemption). In
the latter event the sum released by the reduction of the basic con-
tribution would be increased. We may say at once that we see no reasoa
o advise a diminution in the length of the redemption period and our
recommendation will take this alternative form.

* The joint weekly contributions to the Central and Contingencies Funds are §d. for a
man and 2d. for a woman. Of these sums a maximum of ,&d. in the case of a man and
Zdl. in the case of a woman may, at the discretion of the Joint Committee, be credited to
ihe Central Fund. At the present time the whole of the above contributions are carried
to th ntingencies Fund. .
to*:tl'(«)a“ggg to changes introduced by the Contributory Pensions Act there is a small
margin in the contribution in the case of women, see para. 30 of the Report of the
Government Actuary on the Financial Provisions of the Bill (Cmd. 2406).
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3. The Contingencies Fund is, in effect, a sub-account of the Benefit
Fund to which after each valuation its accumulated balances are irans-
ferred. The contributions credited to the Contingencies Fund thus
constitute a part of the provision made for benefits and we have

regarded the consideration of them as falling within the scope of our
terms of reference.

4. The following factors enter into the financial basis of the system :

(a) The rate of interest at which the funds are assumed to fructify
by investment;

(b) the probability of survivorship from age to age;

(¢) the average amount of sickness and disablement benefit pavable
in each year of age;

(d) the probability that maternity benefit will be payable in éach
year of. age; '

(e) the probability, at each age, that an unmarried woman will
marry and cease to be insurably employed; '

(f) the probability that an insured married woman will become a
widow in passing through each year of age; :

(g) the claims for sickness and maternity benefit under the speciai
terms and condifions applicable to women who have recently left
insurable employment on marriage. (Class K.);

In respect of (b), (¢) and (d) the cases of men and women
require to be separately considered, and in regard to women the
cases of the unmarried (spinsters and widows) and the married
must be distinguished so far as concerns {¢) and (d). The
factors (e), (f) and (g) arise only in the case of women.

(h) the average number of weeks during which an insured persoun
will be unemployed in each year; :

(i) the cost of medical benefit;
(k) the provision to be made for expenses of administration.

The question submitted to us requires us to consider each of these factors.
We deal with them, seriafim, in the following paragraphs. ‘

5. Before proceeding to this stage we think it necessary to refer tu
certain considerations which arise out of the peculiar conditions governing
the finance of the system of National Health Insurance. The system is
operated through a large number of financially independent or semi-
independent units, either societies or branches of societies, and these
units differ materially from one another in their experience in respect
of the greater number of the factors enumerated above. The contribu-
tions are nobt, however, equated to the varying risks undertaken by the
separate units; they are uniform in amount for all insured persons of each
sex, and the Reserve Values, representing the estimated loss arising from
the acceptance of persons of higher ages than 16 at the rate of contri-
bution appropriate ito that age, are likewise uniform in amount {or all
persons of the same age and sex. It follows that widely differing resulfs
are found on the valualion of the separate societies and branches, and
no rearrangement of the financial basis which retains the present
uniformity of contributions can avoid this feature.

The discrepancies between the basic assumptions as to the cost of the
risks undertaken and the realised facts of the working of the societies,
which are inherent in the existing system, might be held to invest us
with a wide discretion as to the provision to be made, on the uniform
basis, for the liabilities of the future. It is clear, however, that Parlia-
ment intended the scheme to be solvent regarded as a whole whatever
might follow from the grouping of risks incidental to the voluntary
segregation of insured persons in Approved Sccieties, and we read our
terms of reference as requiring us, in advising any changes, to conform
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to this condition. As we shall show, there are in the present basis certain
margins over the general average of expenditure to be expected, and
we shall advise the release of these margins. It should be understocd
that we do not include the accrued surpluses of the Approved Bocieties
in the margins o which we refer; we have felt constrained by our instruc-
tions from proposing any changes of basis which would involve drafts
upon these surpluses. Subject to this reservation the provision which
we shall propose to make will be that which, so far as we can estimate,
would be required if the whole system were operated through a common
fund.
Tar RATE OF INTEREST.

6. The rate assumed in the present financial basis is 3 per cent. per
aonum. The actual receipts from interest fall into three categories
(i) interest on reserve values, (ii) interest on the credits of the Approved
Societies in the Investment Account* maintained by the Department
(with which may be included interest on the balances of the societies’
current accounts in the National Health Insurance Fund), and. (iii)
interest on the investments made by the societies, or (where this alterna-
tive procedure has been selected by societies) on the investments made
by the Department on their behalf.  The rate realised is an average
dependent on the receipts from these three sources, which, it may be
added, are exempt from taxation.

As regards (i), interest is credited on reserve values at the fixed and
uniform rate of 8 per cemt, per annum and, the reserve values being
book credits, is derived from the product of the portion of the contribu-
tions retained for the service of reserve values as shown in paragraph 1
above. Receipts under (ii) are also based on a uniform rate; this rate,
being prescribed by regulations, may be varied from time to time. I
i« at present 4% per cent. per annum, and assuming that after 3lst
December, 1926, the balances of the interest income of the Investment
Account are applied solely to the provision of interest on the credits
of Approved Societies, etc., making up the total of this Account, it will
evidently be possible to maintain the rate ai this figure for a prolonged
period. Receipts of category (iii) are derived from interest on trustee
securities selected by the individual Approved Societies. The rates vary
to some small extent with the types of investment selected by the societies,
but the average appears to be about 5 per cent.

7. The average rate of interest to be realised in future, taken over
the whole of the funds and credits of the Approved Societies, will depend
very largely upon the relation between the amounts of funds (or credits)
respectively attributable to those three categories. Reserve values
represent at present about 45 per cent. of the societies’ assets and, since
the interest provided on reserve values is at the rate of 3 per cent. only,
the average rate of interest mow realised is under 4 per cent. notwith-
standing the high rates at which the actual money investments have
been made. ' '

In this respect, however, present conditions are about to be greatly
altered. The limitation of the sickness and disablement benefits to
the age of 65, for which the Contributory Pensions Act provides, will
have the effect of reducing the reserve values by about £37,000,0001
and, so far as present benefits are concerned, a further reduction in this
asset is to be expected as a consequence of the change of basis which
we shall find it possible to recommend for the purposes indicated in our
terms of reference. Under these mew conditions the proportion which

* For convenience the singular number is used: there are in fact three Investment
Accounts maintained respectively by the Ministry of Health, the Scottish Board of
Health and the Welsh Board of Health, but the procedure is identical throughout.

Similarly there are three National Health Insurance Funds.
+ Report of the Government Actuary (Cmd. 2406), para. 29.
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the reserve values bear to the total assets of the Approved Societies
must be materially diminished, and the average rate of inberesi realised
must be correspondingly improved. It is impossible to make a precise
estimate of the fubure rate since the ,proportion of the total assets which,
at the outset of the new arrangements, will be represented by reserve
values cannot be ascertained until the details of the new arrangements
have been settled. It has, however, been found possible to make certain
experiments, involving the probable receipts and expenditure over a con-
siderable future period, and as the result of these we are satisfied that
an average rate of 4 per cent. per annum on the whole of the funds and
credits of the Approved Societies will be realised in any circumstances
likely to arise over the next 25 or 30 years; we consider, accordingly,
that this rate may be adopted, instead of the present rate of 3 per cent.,
in revising the financial basis of the system. It is, however, an integral
part of our proposals that the rate of interest credited on the Reserve
Values should continue to be 3 per cent. We rely on the high rates
secured on the actual investments to produce the average rate of
4 per cent.

8. In coming to this conclusion we have considered it unnecessary to
look beyond the period, estimated at about 30 years, over which the
redemption of reserve values will extend. As soon as the completion of
this operation becomes imminent, the question of the future use of the
contributions applied to the service of reserve values will arise, and an
opportunity for meeting any difficulty, should such have developed, in
connection with the continued maintenance of the basic rate of interest
will thus present itself.

9. One further point requires attention in connexion with this subject.
If the current rate of interest falls the value of securities yielding high
rates of interest will rise above their cost prices and if, in.this event,
investments are realised with the object of increasing surplus, and the
proceeds re-invested, the average rate of interest earned will be reduced.
The same result will follow if securities which have appreciated in value
are written up to the market prices. If, therefore, so high a rate as 4 per

. cent. be adopted as the basic rate while a substantial part of the assets,

namely the reserve values, is only yielding 3 per cent., it will be essential
to place a measure of control upon the results of any operations by which
the average rate of 4 per cent. might be endangered. We take it that
the power to vary their securities is an integral part of the self-
governing functions with which the Approved Societies are endowed;
and that to discourage unnecessary or perhaps ill-timed realisation of
investments the valuation regulations must continue to include a
provision under which investments are taken at their market values
for the purpose of the quinquennial valuation. Taking a long view
therefore, it would seem that further capital accretions to Approved
Societies’ funds are to be expected from the future appreciation of
security values. In our opinion these accretions should be reserved for
the purpose of supplementing the interest income of the Benefit Fund
so far as is found necessary to secure the rate of 4 per cent., and only
the balances remaining, after this purpose has been served, treated as
realised assets. This is a matter for regulations the precise form of

~which, having made the purpose clear, we do not regard as falling within

our province.

THE PROBABIIITIES -OF SURVIVORSHIP.

10. The element of survivorship from age to age exercises an important
influence on the liabilities arising under the National Health Insurance
system, and in reviewing the financial basis of the system the assumptions
made in this respect must be carefully examined with reference to
present experience and tendencies. It is perhaps unnecessary for us to
enter upon a lengthy explanation of the effect of variations in mortality
upon the finance of a system of insurance against incapacity, but it will



R

bt N

P 8 o dao oo

S

— ............_..q.__._...‘-.._...“...
R PR R T e T T L
A PR . FUPI e . L

v I3 .

ir..‘\..“..-.l.'u.:-f.“\.-_-.-.u-l-xptn.‘ ‘.\,v.‘..... .

FEREE. i [

336 APPENDIX A.

be understood that if the tendency of ihe death rate is to diminish, the
plzoportion of the population surviving to the older ages will be increased
“jlth a consequent addition to the liabilities, as originally estimated, for
sickness and disablement benefits., The probabilities of survivorship
incorporated in the present basis of the system are derived from the
mortality experience of the whole population of England and Wales in the
years 1908-10. If it were possible it would be desirable to compare this
experience with that of the population covered by the system of National
Health Insurance. The records of the Approved Societies are not, however,
sufficiently complete for this purpose and, to review the basis, recourse
must be had to the latest available facts relating to the whole population.
It is common knowledge that in recent years the general death rate has
fallen substantially, and an approximate measure of the fall since the
system of National Health Insurance was established, will be found in
Table (A) page 38 of the Report of the Government Actuary on the
Financial Provisions of the Contributory Pensions Bill (Cmd. 2406). So
far as the future is concerned reasons are given in paragraph 3 of the

Appendix to that Report (p. 28) for the assumption that the Life Tables

derived from the pepulation of England and Wales at the 1921 Census
and the registered deaths in the two years 1920 and 1921 may properly
be employed for the purpose of a contributory system. which is co-exten-
sive with that of National Health Insurance. For the most part the
reasons here given apply with equal cogency to the case of the Health
Insurance system and we have accordingly adopted these tables for the
purpose of the new basis which we shall recommend.

Tae SICENESS AND DISABLEMENT RATES.

11. The present basis in regard to sickmess and disablement is the
Manchester Unity Experience 1893-97 loaded by about 13 per cent. in the
case of men and 35 per cent. in the case of women, exclusive of a special
provision for married women. So far as men are concerned this basis was
adopted at the outset, and has not been subsequently changed. The
reasons for its adoption are &et out in the first report of the Actuarial
Advisory Committee set up in 1912 (publisked as an Appendix -(p. 552) to
the Report for 1912-13 on the Administration of the National Insurance
Act, Part 1 (Cd. 6907)). The loading is mot the result of any exact
appraisement of such extra risk as might be expected to be involved in a
compulsory and wide-spread system of insurance as compared with that
arising under a voluniary system, but is the provision for any feature
of the kind that the margin in the original contribution of 7d. a week
rendered possible. This margin was fortuitous in its extent since it
arose out of the faet that, for administrative reasons, the contribution
had necessarily to be an integral number of pence per week. In regard to
women the Manchester Unity Experience (which was that of men only}
was also adopted originally and with the same margin—about 13 per cent.
—in the case of sickmess benefit. For disablement benefit the original
contribution of 6d. a ‘week enabled the margin to be increased to 19 per

cent. Material changes have, however, been subsequently made in the

financial basis of women’s insurance, chiefly as the result of the Interim
Report of the Departmental Committee on Approved Society Finance
and Administration (Cd. 8251). The effect, as indicated in paragraph 11
of the Report of the Government Actuary on the First Valuation of
Approved Societies (Cmd. 1662), was to ‘jncrease the addition to the
Manchester Unity rates in the case of women by proportions approxi-
mating, over all ages, to 85 per cent. A considerable further provision
was made for married women, and this is now financed by the grant of
special reserve values for women who remain in insurance after marriage.

12. We have been supplied, for the purposes of our enquiry, with fwo

" seis of material relating to the recent experience of Approved Societies

in respect of sickness and disablement claims. The first of these is a
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summary showing, approximately, the percentage which the claims of the
whole insured population (in Approved Societies) in Great Britain have
borne to the *° Expectation,” i.e., to the provision made by the existing
basis, in each of the six years 1919-24; separate results being given for
men and for women. The second is a full statement of the experience

'in each of the years 1921-22-23 of a group of societies, so chosen as

to constitute as nearly as may be in respect of each sex, a microcosm of
the whole insured population. These societies included about 500,000
men and 400,000 women, and in the aggregate therefore their records
yield observations covering ahout 1% million years of life in the case of
men and 11 million years in the case of women. The experiences are
separately tabulated for the sexes and are given in adequate detail with
reference to age. The material was collected and tabulated by the
Ministry of Health, and the actuarial analysis, of which summaries are
given in the tables appended fo this Report, was made by the Government
Actuary’s Department. We shall refer hereafter to this experience as the
4 Selected Societies Experience.”

18. The summary of the experience of the insured population of Great
Britain is contained in the following table. The figures are not exact
since (i) it has been impracticable for the purpose of obtaining the
¢« Expected *’ cost, to take out a complete age distribution of the insured
population for each year included in the table and (ii) there are mno
means of ascertaining the extent to which, on the average of the whole
jusured populaticn, the benefits have been veduced in each year in respect
of arrears. It is believed however that the percentages shown are closely
approximate to the actual facts; they are certainly near enough to them
to supply an accurate index of the general course of the experience over
she years covered by the table.

Pe'rce'ntage‘s bj actual to “ expected” cost of Sickness and Disablement
Benefits in Great Britain.

R S —
: Men. Wornen.
Yea i S S -
' : Sickness. Disablement. | Sickness. | Disablement.
| ! | B
1919 .. e ey TH 42 71 81
1920 | 65 47 79 94
1921 | 67 56 80 116
1922 74 66 86 130
1923 | 66 74 85 | 146
1924 T4 50 9% 161

14, Men.~—Looking first at the men’s experience it will be seen that
the claims for sickness benefit have varied curiously between two levels,
the higher of which has prevailed in the years 1919, 1922 and 1924 and
the lower in the years 1920, 1921 and 1923. The higher level is probably
explainable by the claims incidental to epidemic sickness, and the
characier of the fluctuations is such as to create doubt as to whether
under existing conditions—including the liability to frequent and some-
times severe visitations of influenza—an experience of even six years’
ciaims is sufficient to give a reliable average. In any case it enforces
the need for retaining a reasonable margin if such average be adopted
for the purpose of a new basis. '

15. The esperience of disablement benefit has followed quite a different
course, bhe claims have constantly risen and in 1924 (assuming that in the
meantime the expectation had not greatly changed) were nearly double
those of the year 1919. The relative magnitude of these figures compared
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with the standard is however of some significance. It appears to indicate

iliat in the earlier years of the period covered by the statement some

cause was operating to produce an abnormally low volume of. claims

for disablement benefit and that the trend throughout the peried has
been towards the development of what may be regarded as normal

conditions. We are inclined to think that this is the case. I_t appears

io us that the very low disablement claims of the year 1919 were 1nt1ma1.:ely

connected with the low sickness rates of the later years of the war peru_)d‘,

and were attributable to the same economic and other conditipns which

produced those low rates. If this be so, the steady grpwth of disablement

claims for about a decade from the year 1914 (when this benefit first began

to he paid) which those concerned were actuarially advised to expect,

was sharply interrupted by forces set up by the war, and has gradually

reasserted itself as those forces have abated. In the most recent years

of the period covered by the statement the growth of disablement _cla1ms—
may, indeed, have been accelerated by econmomic forces pf a. directly

opposite kind. Widespread unemployment, so far as 1t influences 1:-_he

sickness experience of Approved Societies, would be expected to have 1its
most pronounced effects on the weakly and debilitated class who supply

presumably the major part of the claims for disablement benefit. We are
however compelled to say that the recent erowth in the cost of dlsabler_ut_ant
benefit has confronted us with serious difficulty in settling the provision
to be made for the future. We have suggested a theory to explain if,

but this is no more than a theory, and it affords no great assistance in

determining the probable weight of the charge when permanent conditions
flave been reached. .

16. Turning now to the Selected Societies Ioxperience, the rates of sick-
ness and disablement obtained will be found respectively in Table A (M.}
ang Tuable B (M.) appended to this Report. In these tables are shown
for each quinary group of ages, the basic rate of sickness (in weeks _of
clnim per annummn) at the ceniral age of the group, the years of life
¢t exposed to risk >’ in the group in each of t].neryears 1921, 1922 and 1923,
ihe corresponding ¢ expected weels ’* of claim, the related actual weeks
of claim, and the proportion (per cent.) which the actual weeks hear to
those expected. The average proportion for the whole body of persons
insured in these Societies is shown opposite the totals for egch year. It
will be seen that so far as sickness benefit is concerned, there is a tendency
for the claims to be above the general average at the younger ages and
io be below ib at the middle ages. This feature is not, however, of much
importance financially and the average percentages for all ages 1n each
of the three calendar years may be taken as .representa,twe. These
percentages, viz., 66 in 1921, 77 in 1922, and 71 In 1923, are not greatly
different from those shown above as represeniing the experilence of the
whole of the insured male population. Such differences as exist may he
partly due to differences in the distribution of the respective populations
with reference to age, and partly to the fact that the statistical treatment
of the Selected Societies Experience is practically _exact, while that of
the whole population is approximate, as explained in para. 13.

17. In regard to disablement benefit the Selected Societies Experience
while exhibiting, in the aggregate, the same close. rel.atlon to the
experienca of the-whole insured male population as exists in the case of
sickness benefib, presents quite different features when the experience 1S
examinred at the individual age-groups. The claims at the younger ages
far exceed the * expectation,’”’ but the ratio of actual to expected diminishes
stealdily until an approsimately constant minimum is reaqhed at 59 and
all higher ages. Taking the year 1922, for example, the claims for disable-
ment benefit at ages under 30 were about 150 per cent. of the expecta-
tior; the proportion steadily diminished, falling to 104 per cent. ati ages
85 to 40, and to 77 per cent. in the next age-group; it continued to
¢all. and was mo more than 50 per cent. at ages 50 to 55; thereafter
it averaged about 54 per cent. This feature is not easily explained. We
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do not think—it is not necessary to elaborate the reasons for our opinion—
that it is due to war disabilities. It is probably due, at least in part, to
the absence of the customary measures of controlling admission to member-
ship, including medical examination, which were practised in the system of
voluntary insurance, the ¢xperience of which supplied the financial basis of
National Health Insurance. It is, however, by no means certain that this
is the whole explanation ; in this connection we would draw attention to the
study of the Selected Societies Experience contained in the Memorandum
appended, which has been prepared by the Government Actuary’s Depart-
ment. It appears to us that questions of considerable administrative
importance as to the control of the claims upon Approved Societies are
raised by this Memorandum, and pending an examination of these ques-
tions by the responsible department we feel precluded from incorporating
in the permanent Lasis of the system a feature which may prove to be
capable of reduction by administrative action. Our reluctance to do so
is increased by the difficulty which presents itself in the rising cost of |
disablement benefit 10 which we have drawn attention-in para. 15. For-
tunately an alternaiive course presents itself. The essential thing is fo
provide at each age for a total outgo in sickness and disablement benefit
of an amount which, while it may be approached in actual experience,
is not likely to be exceeded in any material degree. On the facts brought
out we think that a reasonable provision for sickness benefit would be
80 per cent. of the present provision, and that as regards disablement
benefit an ultimate level 331 per cent. above the average of the Selected
Societies in the three years 1921-23 might be assumed. On these bases
the aggregate outgo at each age would be closely approximate to that
shown by the unloaded Manchester Unity Experience (1893-97) at all
ages- under 45, and somewhat below it at ages between 45 and 65.
Having regard to these features. and to the advantages inherent .
in utilising an authoritative standard table, we propose to adopt this
basis, namely, the Manchester Unity (1893-97) without loading. If, as
the result of the administrative enquiries which we advise, the cost of
sickness and disablement benefits can be veduced below this standard,
some moderate provision for new services in excess of that which we

shall now find ourselves able to recommend may be possible at a
future day. If, on the other hand, the cost of benefits cannot be
influenced by the particular administrative steps to which we refer,
the total expenditure should still be within the provision whicn
we propose to make for it, and such further adjustment of the basis
as may be desirable hereafter will have no further effect than the trans-
ference to the heading of disablement benefit of some part of the provisivn
which we are assigning to sickness benefit. From this point of view it
is important to realise that, while an experience of disablement benefit
under which the claims are 150 per cent. of the standard must in all
circumstances call for attention, it will not in fact occasion loss upon the
estimates at a young age if against it can be set a saving of 5 to 10
per cent. on the provision made for sickness benefit. Thus at age 27
the rate of sickness, according to the present standard, is -78 of a week,
while the rate of disablement is ‘19 of a week; an excess of 50 per cent.
on the expected cost of disablement benefit would thus be balanced by
a saving of 6 per cent. on the expected cost of sickmess benefit, bearing
in mind the faet that disablement benefit is only payable at half the
sickness rate. This compensatory influence is in full operation at the
present time, and the basis which we propose to adopt will require its
continuance should it be found impossible to bring the claims for disable-
ment benefit under closer control. '

18. Women.—On referring to the statement in para. 13 above, it will
bo seen that, unlike the corresponding esperience in the case of men, the
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relation of the sickness claims of women to the standarc_ﬂ shows 5‘11_1 glm:lft
continuous increase. So far as disablemel‘lt benefit is concerned, the
experience agrees with that of men 1n showing the same fe}s:ture of 1;;2—
tinuous growth, the claims, relatively to the standard, In tl ge ye%r h thé
having been almost exactly double those of the year 1919. u [
number of women who remain in insurance much beyo_nd.the ig: o ?
is, relatively, so small that we are precluded from thinking tha Im;gd
of the increase can be accounted for by the cause which we have: suggei :
in para. 15 to be operating in the case of Tmen. A substal.ltlal part o
the jncrease of the women’s disablement claims must, we 'l':.hmk, be assfti);
ciated with the inerease in the corresponding claims for sickness bene
and be attributable to the same cause—whatever that cause may be.

; clecied Societies Experience in regard to women'is given in
Ta}:tgesT]f (SS & W.) and B (S. & W.), which relate 1'espect1.vely to the
sickness and disablement claims of spinsters and widows, and in Tables A

- (M.W.) and B (M.W.), which contain the corresponding data in respect

of married women. In regard to sickness benefit a conspicuous feature
brought out by these tables is the heavy pressure of the claims of married
women. Something of the kind was indeed to have been expectegl, but
the relative amount of the sickness benefit claimed by tl_le Ipal:ned as
compared with the unmarried is arresting. An even more d1§qu1etmg J{'act
is that the relative excess among the married women 1s growing. Takln%,
for instance, the important group of ages 25 to 30 the married women’s
rate of sickness was, in 1921, 1'74 times the unmarried women's rate’,
in 1992 it was 1-98 times and in 1923, 2-42 times the unmarried women’s
rate. In respect of disablement benefit the claims of bothr unmarried and
married women have been very heavy (relatively to the sta-n_dard) at the
younger ages, but the relation of the claims of the married to those
of the unmarried has varied in a most singular manner, ha.ving been
favourable at ages between 25 and 45 and unfavgmrable over 453. Thes.e
phenomena appear to us to require administrative conmdcgr-atmni their
causes ars far from clear to us and the prospect of their per.smtenge
seriously complicates the problem referred to us. ‘We are reg_ulred, in
fact, to find the proper contribution for the smkness. and dlsab]emc?nt
‘daims of women at a time when (a) the sickness claims of unma}:rled
womer at the ages of chief importance are about 40 _per cgnt. hlgher
than the corresponding claims of men and the disparity is increasing;
(b) the sickness claims of married women are double the.a corl'e§pond1ng
claims of unmarried women, and the disparity is also increasing; and
(c) the disablement claims of both unmarried and married women are

double the corresponding claims of men.

9. It is clear that in these circumstances we cannot come to any final
decision. The utmost we can do is to recommend for the f;i.me ’bemg: a
basis which primd facie appears to make an adt.ac;s‘uate provision, relying
on (a) further actnarial enquiry as to its suij:abﬂlty .a,t:ter the l?.pse of a
few years, and (b) in the meantime, an effective admnnstrat_lve investiga-
tion of the features to which attention has been directed, with the appli-
cation of such remedial measures as suggest_themselve§. In the ab.sence"of
any authoritative standard of women’s sickn.ess experience the basis v_vhl’ch
we propose should be adopted is that provided by t}le Sfalected Societies
Esxperience of women’s sickness and disablement claims in the year 1%23
with an addition of 10 per cent. But for the e:gper.ience of t]:}e year 1924,
as indicated in para. 18, we should have been inclined to think that th‘e
experience of the year 1928 provided as high a standard of the fui-nne
claims as ought to be necessary. In the circumstances we are constrained
to add a loading to the 1923 rates which we fix at the moc.ierate. ﬁg}n'e of
10 per cent. in view of the fact thab certain emall margins arise in the
operation of the system of transfer values.
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MATERNITY BENEFIT.

21. The experience of the Selected Societies in respect of claims for
maternity benefit is shown in Tables C (M.), C (S. & W.) and C (M.W.)
for men, unmarried women and married women respectively. The
experience, as summarised at the foot of the tables relating to men and
married women, shows a declining birth rate from year to year. In the
case of men, the relation of the claime to the expectation in the several
age groups does not vary greatly from a constant figsure except at both
extremes of age, and we. consider that it will be sufficient to employ issue
rates equal to 85 per cent. of those incorporated in the present financial
basis. In the case of women, the experience has departed more widely
from the basis, and here we think it advisable to use the actual rates of
the Selected Societies Experience adjusted to secure a smooth progression
from age to age and otherwise so as to produce an over-all margin of about

10 per cent. which, we consider, should be added in view of the low birth-
rates in recent years.

'22. The remarkably low proportion (51 per cent. over all, as compared
with 82 per cent. in the case of men) which the maternity benefit claims -
of insured married women bear to the standard, calls for comment. The
same feature was shown by the Government Actuary in his Report on the
First Valuations of Approved Societies (Cmd. 1662), para. 52, to have
prevailed over the whole field of National Health Insurance in the period
up to 1918, and in view of its persistence after the special conditions of
the war years had passed away we are led to think that it is permanent.
The present basic rates are constructed from the records of births to
married women in a representative community in the year 1910. A general
fall in the birth rate has subsequently taken place, but the extent of this
is not greater than is indicated in the experience relative to the wives of
insured men. The larger part of the difference in the case of insured
married women affords a clear indication that a much lower birth rate
prevails among married women engaged in industrial employment than
among those who are not so engaged.

Mebrcar, BENEFIT.

23. The charge upon the funds of Approved Societies for medical benefit
is fixed by the principal Act at seven-ninths of a sum of 9s. 6d. per insured
person per annum, and in estimating the contribution required to provide
the present benefits we have taken the liability on this basis. The sum
named does not, however, comprise the whole cost of medical benefit, and
further provision of a temporary character is made by the National
Health Insurance (Cost of Medical Benefit) Act, 1924, which comes to an
end on 31st December, 1926. Such further charges as may be placed upon
the funds of Approved Societies after this date in respect of medical benefit
will accordingly fall to be met out of the sum which, at a later stage of
this Report, we shall advise to be available for new expenditure.

Minor FAcTORS.

24. The present basic assumptions as rvegards the factor (¢) named im
para. 4 above have been adopted without modification. The present basis
in regard to (f) has been altered so far as is necessary to bring it into
conformity with the new Life Table employed, as explained in para. 10
above. 8o far as concerns (g)—the provision to be made for the sickness
and maternity benefits of women in Class K—we have examined the actual
experience of the Class both among the Selected Societies and in other
important organisations whose data were available to us. On the facts
before us we conclude that it will be sufficient to provide for the payment
of maternity benefit in 70 per cent. of the cases in which married women
enter into Class K and for an average duration of sickness claim of five-
eighths of a week. It should be added that on this basis the contributions
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will permit of the increase of the sickness benefit of Class K to the ordinary
rate (12s. a week), subject to the limit on the period of benefit being
retained at six iveeks.

As regards (h)—unemployment—the position at the present time is
abnormal, and, after full consideration, we have made the same allowances
as are provided in the present financial basis.

In regard to (k)—the provision to be made for expenses of administra-
tion—we have estimated the liability on the basis of the allowances
provided by the present regulations, viz., 4s. 35d. per insurt.ed.person
per annum to the age of 65 for the expenses of Approved Societies and
6d.. per insured person per annum throughout life for the expenses of

Insurance Committees.

ErrFeEcT OF THE CHANGE OF Basis.

95. The effect of the several changes in the basis which we have adopted,
as detailed in the foregoing paragraphs, is to reduce the weekly cont_ribu-
tion for seven-ninths of the benefits, as computed for an entrant at the
age of 16, to the following extent. :

In the case of men from 7-44d. to 6°55d.
In the case of women from 7-20d. to 6-85d.

The respective differences between these rates, -80d. a week in the case
of men and -35d. a week in the case of women are available for the
purposes which the Royal Commission may recommend. It will be
observed that although the rate of sickness benefit is lower in the case
of a woman than in that of a man, and although there are other
important differences, tending in the same direction, between the insur-
ance conditions of the sexes, the contribution required at the age of 16
on the new basis is greater in the case of a woman than it is in the
case of a man. This is the direct consequence of the heavier sickness
and disablement claims among women for which, in view of the facts
brought out by the investigation, we have felt compelled to make
provision.

26. We pointed out in para. 2 that it was fo be expected that any
change in the rate of contribution appropriate to an entrant at the
age of 16 would be accompanied by an alteration in the reserves required
to be held by the Approved Societies and that a resultant change was
to be anticipated in the part of the contributions (men 1d. a week, women
&d. a week) allotted to the service of reserve values. We now proceed
to investigate this question. .

We find that the effect of the change of basis is to reduce the reserves
required by the Approved Societies by approximately £9,000,000. This
amount falls, therefore, to be deducted from the sum of the reserve
values credited to the societies at 3lst December, 1926, assuming this to
be the date at which the new conditions will be applied. _

After giving effect to the changes required by the Contributory Pensions
Act,* the aggregate amount of the reserve values on the present Dhasis
at this date is estimated, we are informed, to be about £61,000,000.
The change of basis reduces this sum to £52,000,000. Another point,
however, nmow arises. The regulations governing the Reserve Suspense
Fund require the balances from time to time to the credit of. this Fund,
so far as they consist of reserve values, to be cancelled, and so far as they
consist of actual money to be applied to the redemption of reserve values.
We understand that no operations under these regulations have yet been
carried through and that, assuming the balances of the Reserve Suspense
Fund to be accnmulated to 31st December, 1926, they are likely to
amount, after providing for certain incumbent charges, to ' about
£17,000,000, of whick about £10,000,000 will be represented by reserve

# See Cmd. 2405, para. 29,
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values and about £7.000,000 by cash.® The application of these sums
in the manner required by the regulations will reduce the reserve values
from £52,000,000, as above stated, to about £35,000,000, and this is the
sum for the service of which (interest and redemption) the new ‘‘ Sinking
Fund »’ contribution must provide. As we have already indicated, we
see no reason to increase the rate of interest credited on Reserve Values
or to arrange for a shortening of the redemption period, which is
estimated to extend to about 30 years (apart from any shortening
attributable to the transfer of future balances from the Reserve Suspense
Fund), and we find, therefore, that the part of the weekly contribution
retained for the service of reserve values may be reduced from 1d. fo
-65d. in the case of men and from -9d. to °58d. in the case of women.
These reduced amounts are related to the reserves required for tlre present
benefits. As we shall show later, certain additions will have to be made
to them should any charges be introduced of a kind which requires the
creation of further reserve values.

97. We referred in para. 3 to the possibility of revising the contribu-
tions payable to the Contingencies Funds of the Approved Societies.
These contributions are at the rate of five-ninths of a penny per week
in the case of men and two-fifths of a penny in the case of women,
and their annual produce is about £1,400,000. The Contingencies Funds
were established in 1918, with retrospective effect, under a recommenda-
tion of the Departmental Committee on Approved Society Finance and
Administration, and their primary purpcse was to provide the societies
with the means whence valuation deficiencies of moderate amount might
be met from their own resources, thus obviating the necessity for appeal
to the Central Fund save in cases of serious insolvency. This purpose
has not only been fully served; the cases of deficiency have been relatively
few and the bulk of the sums becoming available through the Contin-
gencies Funds has been applied to augment the surpluses distributable
under schemes for additional benefits. We regard a marginal provision
of the kind made by the Contingencies Funds as of great value,
especially in the case of small societies and branches, but its extent
must be a matter of judgment and the experience gained by the opera-
tion of the system since 1918 leads us to think that the present contribu-
tion to these funds may safely be reduced without imposing a serious
strain—from either the financial or the administrative peint of view—
upon the Central Fund. In advancing this view we are influenced to a
considerable extent by the fact that as regards the small societies and
the branch type of organisations the Act provides for pooling the
Contingencies Funds either partly or wholly, thus providing these
units with a measure of protection against financial strain far
exceeding that afforded by their own individual resources. On the
other hand we are compelled to recognise that the imposition of the
contemplated new charges on existing resources will, unless other provision
is made, entail a considerably greater charge on Contingencies Funds
to meet deficiencies in the future than that experienced in the past, but
we propose to deal with this important point as a separate question.
Assuming that the recommendation which we shall make under this head

~ is accepted, we consider that the weekly contribution to the Contingencies

Funds. may properly be reduced to one farthing, both for men and for
women. Incidentally, we thus advise the abrogation of the present
differenice between the contributions of men and of women to the Con-
tingencies Funds. In a large number of cases men and women are insured

* IChese ficures must not be taken as an index of the amounts of surplus likely to acerue
4o the Reserve Suspense Fund in future. Theincome of this Fund is derived chiefly from
transfer values and as the result of (i) the limitation of sickness and disablement benefits
to the age of 65 instead of 70 and (ii) the substitution of 4 per cent. for 3 per cent. as the
hasic rate of interest, transfer values will be materially reduced. Further, a considerable
part of the present balance of the Fund is due_to the abnormal industrial conditions set
up by the War which brough# a large pumber of perso. s temporarily into employment.
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in the same society with a common Contingencies Fund, and having
regard to the relative risks of exocess in the sickness and disablement
claims of the scxes we can see no justification for requiring, in the case
of women, a smaller contribution for the purpose of these funds than that
called for in the case of men. The effect of this recommendation will be
to release from each weekly contribution for the mew purposes -31d. for
a man and -15d. for a woman.

98. Two consequential changes in the present system follow on this
recommendation. The first of these relates to the Central Fund. The
limit on the sum to be transferred to this fund under the existing statute
is one-eighth of the contributions credited to the Contingencies Funds. It
is important that the maximum charge upon the resources of the Approved
Societies for the support of the Central Fund should not be sensibly
reduced, and, since we advise a reduction of rather more than one-half in
the sums to be transferred to the Contingencies Funds, we recommend that
one-fourth instead of one-eighth of these sums be made available as the
maximum draft for the Central Fund.

An analogous adjustment is advised in respect of the pooling provisions
of the Ach with reference to the Contingencies Funds of the unassociated
societies with under one thousand members. At present one-half of these
funds is liable to be pooled for the purpose of making goed the deficiencies
of societies in this category, the other half being reserved for the use of the
societies individually. Since our recommendation will so largely reduce the
Contingencies Funds, we advise that the whole, instead of one-half in the
case of the societies in question, be brought under the liability to be pooled.

99. The margin for other purposes (to use the words of our terms of
reference) which, in our opinion, may be taken from the present coniribu-
tion—subject, in the case of women, to the qualifications expressed in
para. 20 above—is obtained by bringing together the margins in the
several parts of the contribution as stated in paras. 95, 26 and 27. The
combined amounts are 1-55d. per week in the case of men and *82d. per week

in the case of women.
These amounts are made up as follows:—

Men. ‘Women.

, ©d. d.

From the Benefit Fund contribution (para. 25) ... -89 ‘35
From the contribution retained for the service of

Reserve Values (para. 26) . 35 32
From the Contingencies Fund contribution

(para. 27) ... e ee. 31 ‘15

Total . 155 -82

30. These figures constitute the answer to the question submitted to us,
but, since the contribution of which in each case they form a part is pay-
able only until the age of 65 and is intermitted in weeks of sickness and
disablement and of unemployment, it remains to be sonsidered for whatv
expenditure the margin will provide ijn the case of insured persons of each
sex. This question admits of a variety of answers according to the nature
of the purposes involving new expenditure which may be contemplated. 1%
is nob within our province to anticipate the questions which may arise in
this connection, but, having regard to the number of possibilities involving
the provision of a capitation rafe continuing during life which present
themselves on examination of the evidence taken by the Royal Commission,
we have deemed it advisable fo examine the margin from this point of
view. We find that with the State grant added it would provide an annual
amount of 7s. for & man and 3s. 9d. for a woman, %o continue during life
or otherwise so long as medical benefit is provided. If the new expendi-
ture took this form some addition to the reserve values would be necessary,
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for, while the contribution applicable to the new expenditure would cease
at the age of 65, the expenditure would continua during life, and pro-
vision would have to be made for the accummulation in respect of each
person reaching 65 of a capital sum representing a life annuity at that
.age of seven-ninths of 7s. or 3s. 9d. a year as the case might be.

] On this basis, therefore, the apportionment of the weekly contribution
into its component parts would he as follows:— :

Men. ‘Women.
d. d.
Benefit Fund (including the new expenditure) ... 7-95 765
Reserve Values (interest and redemption) ... ‘B0 60
Contingencies Fund e 9 25
9-00 850

The total amount of the reserve values on this basis would be about
£41,000,000, being an increase of £6,000,000 on the sum of £35,000,000
named in para. 26.

As explained in para. 23, the above sums of 7s. and 3s. 9d. would respec-
tively be chargeable with any capitation allowance for medical benefit in
‘excess of 9s. 6d. per annum. Only the balances remaining after such
expenditure had been provided for would be available for new purposes.

31, Expenditure at the rate above indicated would amount in total to
about £4,500,000 a year (inclusive of State grant), and in the course of a

_.quinquennial period, after allowing for the set-off accruing from the redue-

tion of the contributions applied to the service of reserve values a total
charge (with interest) of about £15,000,000 would fall to be met-from the
funds of the Approved Societies. For the greater part this sum would
be met out of resources that, under existing conditions, would emerge
as surplus at the quinquennial valuations. We are, however, constrained
to point out that the imposition of the new burden would result in
jncreased deficiencies where deficiencies now exist or in the creation of
-deficiency in certain cases where, on the present basis, surplus would have
appeared. As the valuation reports have shown, the societies vary widely
in their financial position, and only the margins whick have emerged
on the present basis have protected a number of them, with, in the
aggregate, a substantial membership, from falling into a state of
-deficiency. The further expenditure contemplated by our terms of
reference necessarily involves the reduction of these margins, and this is
poqnd t0 have adverse results upon the solvency of the weaker units. It
is impossible to form any definite opinion as to the membership of the
societies which the new burdens would place in deficiency, one of the
-difficulties of the position being that the numbers would grow as the
-surpluses hitherto carried forward in sub-normal cases became exhausted
ard the full force of the new charges had to be met without the possibility
of assistance from this source. We are led to expect, after making the
‘best estimates of which the case admits, that the effect of the new burdens
would be to ereate eventually a condition of deficiency in sociefies repre-
-senting about 10 per cent. of the whole insured population. This is a grave
prospect, and although the machinery of the Central Fund is sufficient,
we believe, to meet the situation we do not think we are going beyond
our duty in inviting the Royal Commission to consider the effect upon
the credit of the whole system of the adoption of changes such as mighs

-produce deficiency to the extent here indicated on the valuations of the

societies—even though the means of subsequent adjustment existed and
were ample for the purpose. We have taken note in this connection of the
balances that are likely to accumulate in the Reserve Suspense Fund.
Again we are precluded from forming dependable estimates by reason

-of the new conditions set up by the Contributory Pensions Act, the pro-
-visions of which may materially check the present rate of lapse from

insurance. But, after giving full weight to the considerations which we
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have explained in a note to para. 26, we think that in any circumstances.
that are likely to arise the balances of the Reserve Suspense Fund will
be material, and, having regard to.the altered conditions as to reserve
values, we see no pressing reason why after 31st December, 1926, these
balances should continue to be applied.to the redemption of these credits.
We would, therefore, submit for the consideration of the Royal Commission
that the balances in question should be made available for grants sufficient
to avert the creation of deficiency by the imposition of the new charges In
the cases to which we have referred. We think it unlikely that the
balances would be insufficient to meet this burden, but a liability to
become operative in the event of this contingency arising might, we
think, be placed upon the Central Fund.

We are disposed to place the amount Tequired eventually to give effect
to this recommendation at something under £1,000,000 in a quinquennial
period. We put forward this estimate, however, with much reserve,
cince the future course of the claims for sickness and disablement on the
weaker units (a factor which obviously contains potentialities of great
variation) must have a material effect upon the capacity of these units.
to bear the strain of any new charges.

32. Before concluding this report we think it essential to explain the
position so far as our recommendations may affect the surpluses of the
Approved Societies. The aggregate amount of surplus carried forward
from the valuation of 192293 will, we are informed, probably exceed
£15.000,000, to which falls to be added the accumulated Contingencies
Funds existing at the valuation date and amounting to a further aggre-
gate sum of probably £7,000,000. The subsequent interest earnings on
these sums, and the considerable profits that will have accrued from
interest earnings in excess of the valuation rate and from other sources.
must, we think, bring up the total surplus at the end of 1926 to a sum
considerably in excess of £30,000,000. This amount, moreover, will be
augmented by the contributions credited to the Contingencies Funds
sobsequent to the valuation, the total at 81lst December, 1926, being about
£5,000,000. These accrued surpluses with their Interest accumulations.
to the date of the third valuation, will not be affected by our recom-
mendations, hut since the new expenditure is to be provided out of what
have hitherto been margins, and therefore sources of surplus, the creation
of further surplus must be substantially checked, so seon as the new
expenditure becomes operative. In these circumstances the surpluses
declared on the third valuation will serve a very definite purpose; with
their interest earmings and with the related State Grant they will every-
where provide a large part, in some cases, indeed, the major part, of the
additional benefits to be provided in the future.

33. We have indicated in the last paragraph that the creation of new
surplus will be materially checked if and when our recommendations are
carried into effect. It will be understood.- from this observation that to
some extent further surplus will accrue and it is perhaps necessary that
we should explain why surplus funds will continue to arise after the adop-
tion of measures of reconmstruction by which the available margins mn the
contributions have been absorbed. The reason is that these margins are
calculated ‘on the general average of the working of the scheme, whereas,
in fact, it operates through Approved Societies with widely differing
experiences. Under such a system both surpluses and deficiencies must
arise. Moreover, if the future experience, taken as a whole, should in all
respects agree with our assumptions, -there would still be a net surplus of
moderate amount resulting from the operation of the Contingencies Funds
and the Central Fund. Theoretically the amount representing this net
surplus could be released as a further margin if the system were, in fact,

* Tt is an essential condition of our calculations that the estimated balanee at
31st December, 1926, should be applied to redeem reserve values as provided by the
existing regunlations.
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operated through a common fund. ¥rom the practical point of view we
doubt, however, whether any such margin would arise if the approved

society system, which has its own administrative advantages, were
abrogated. '

34. In conclusion we desire to record our appreciation’of the services
rendered to us by our Secretary, Mr. M. B. Knowles, F.I.A., of the
Government Actuary’s Department. It has been necessary in the ~ourse
of our work to require the preparation of a large number of memoranda,
many of them dealing with technical questions of great imtricacy. We
have profited alike by Mr. Knowles’s knowledge of the subject and by his
willingness to undertake every task we have placed upon him.

We are, My Lord, ‘

Your obedient Servants,
Arrrep W. Warsox (Chairman).
A. D. BesaxT.
Lovuis E. CLixTox.

- ArFrep HENRY.
R. G. MavpLixe.
M. B. Kxowziss (Secretary).
13th October, 1925.
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APPENDIX A.

MEN.
TasLE C (M.). Maternity.
Selected Societies Maternity Ezperience.
Years 1921, 1922 and 1923 combined.

Ages last Birthday at Years of Percentage

ges “ask LI y . Expected | Actual of Aciual

beginning of Year of | Lafe exposed Claims. Claims. Claims to

Exposure. | to Risk. ) Expected.
Under 20 ... . 159,183 1,062 | 1,45 109
20 and under 25 192,560 16,820 15,416 92
25 ,, 4 30 .165,739 28,477 24 854 87
30 ,, 4, 35 165,809 30,088 23,590 78
3% , ., 40 163,901 22,632 17,413 77
0 ,, 5, 45 160,175 12,756 9,765 77
45 , , 50 151,498 5,678 4,035 71
5 , , 5 125,282 1,905 1,203 63
55 ,, , 60 95,757 512 398 78
60 ,, 4, 65 67,236 123 149 121
65 ,, 10 38,739 15 b4 360
| Total ... 1,485,929 | 120,058 98,022 . 82

General average percentages of separate years :

1921
1922

- 1923

e L LN ] (213

SPINSTERS AND WIDOWS.

TaBLE C (S. & W.).
Selected Socielies Maternity Experience.
Years 1921, 1922 and 1923 combined.

89

80
78

Maternity.

Ages last Birthday at beginning of Years of Life #(Claims
Year of Exposure ‘ exposed to Risk. '
Under 20 ... 223,271 717
20 and under 25 230,710 1,348
25 ,, 4 80 133,743 649
30 ,, 4, 35 86,625 326
35 , . 40 66,778 129
0 , , 45 54,681 47
45 , 4, 50 45,680 2
50 ,, 4, D5 34,166 —
55 ,, ., 60 25,439 —
60 ,, 4, 65 17,601 —_
6 , 4 70 8,839 —
Total 927,533 3,278
* Exeluding posthumous births.
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MARRIED WOMEN

Maternity.
TasLe C (M.W.). T
Selected Societies Maternity Experience.
Years 1921, 1922 and 1923 combined.
Ages last Birthda Years of - '
a% beginning of Year | Life exposed Papected |~ Jetual eyl
of Exposure. - to Risk. alms. Claims. to Expected.
Under 20 1,985 1,282 1,113
20 and under 25 21,508 9,396 5772 1
25 ,, , 30 40,025 12,125 6,491 54
30, , 35 39,858 9,081 4,102 45
3, , 40 36,488 5,583 2,118 38
40 ,, ,, 45 31,205 1,934 584 30
45 ,, ,, 50 23,233 159 43 27
5 , , 55 15,278 — 1 —
55 , , 60 9,775 — — _
60 , , 65 5,738 — — —
65 ” H 70 2,436 —_ —_
Total ... 227,529 39,560 | 20,224 51

General average percentages of separate years.

1921
1922
- 1923

53
51
49

* TIncluding posthumous births.
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r _ VEMORANDUM. : -5. After making due allowance for the fact that Col. (1) includes all
i cl.anns, however short, while with few exceptions Col. (2) excludes cases that
R Ax FxadMIxaTiox oF CErTAIN FEATURES OF THE SICKNESS AND DiSABLEMENT did not extend to at least four days, it is clear from Table 1 that in
S P CI.AINS OF THE SELECTED SOCIETIES IN THE YEARS 1921-93. Natlopal Health Insurance there have been relatively many fewer claims
EREEEE LT - d  the sickness and disablement claims of the ¢ Selecte d than in the Manchester Unity Experience but that the duration has been
: . The records of the sick: : L - s ;e - ] .
j Sucieties I’ were sufficiently complete in detail o enable the investigation more prolonged, especially at ages under 45. These results do not give us

I oo any clear indication of what to expect in regard to the corresponding
to include enquiries as to the proportion of members claiming benefit of 3 ‘e 7 ATy : . ; -
each kind in elach vear at the vz})rioi)ls age groups, with the related average f%ctms in the experience of disablement benefit. On the whole, Sice the_

\ 3 lo as to the working of differences between Cols. (2) and (1) are more marked than the differences

duration of claim. Statistics were also obtainab between Cols. (4) and (3), it would Ic
_ = C b . . » perhaps be reasonable to lack for a
the three days’ waiting period and as to the extent to which the claims smaller proportion drawin’g disabiement benefit in the case of the Selected

for diszablement benefit represented other than permanent incapacity. Societies than in the case of the Manchester Unity iallv if the th
The information thus secured is believed to be both of interest and of se or the Manchester Unity, especlally 1I the 1he€ory

. 29 . . . 1 that the disablement benefit experience has not yet reached maturity is well-
_ importance to those engaged in the administration of sickness risks as

. . A founded. The facis obtained are shown im Table 2. It is necessary to

rel e o s s e el R 1. 1 e T it reand o S Gt e s o itrs ¢ i o
, € ’ 1 3

appended to this memorandum. These ‘bfl-bles relate, 1:e5pective1y, to 1.:114? ﬁ;;?;g;;c :ilzklliiss ellmfneﬁ: 1;(;(15 egléeri}i; d;;tlgggszﬁlzﬁlel(l? ]Eléﬁe%?%);filgg

experience of men, unmarried women (spinsters and widows) and married the year and (b) the full proportion in receipt of disablement benefit. This

: ‘ wolncH. : ~ _ _ latter includes with (a) those on the disablement list at the beginning of
o 9 Tt was desired to compare the new experience with earlier (friendly the year and those  who on first claiming during the year were only
R ER society) experience in regard to some of the points covered by these entitled to disablement benefit' under the ‘ linking-up”’ provision of
T I B tables, but this was only pessible in the case of men, since women were the Act.® :
L N not insured against sickness to any material extent before the institution .
e of National Health Insurance and no women’s sickness experience of any TapLE 2.
: e authority has previously been obtained. .The features c'-‘;xammed in :
i paras. 3 to 9 below relate exclusively therefore to the experience of men
nto and no corresponding investigation can be made in the case of women., Proportion of members reaching Proportion of members drawing
RIEEE ; 3. On examining Table I it was found that the sickness claims of men disablement henefit in the course | disablement bencfit in the course
! i . - L = . : . g : of the year (per thousand). of the year (per thonsand).
TENEE were relatively fewer than in the Manchester Unity Experience, but that Central age of
ig ' ¥ the average duration of sickness and disablement was longer than in that | group. - -
. Bt experience. This feature has been further investigated and. use has been MU, Selected | M.CO. Selected
i made of the analysed table of the Manchester Unity Sickness Rates : ~ {approx.) Soclgtles. | (approx.) Societies.
contained in p. 593 of the Report for 1912-13 on the Ac'!mini_stration of (n (2 3 (4)
National Health lusarance (Cd. [6997) to obtain approximations to the 18 5 3 . -
“ proportion sick »’ in the ‘ first six months > and ‘¢ after six months ”’ : 993 4 5 ; '8)
perrods respectively and to the proportions entering on the ‘‘ after six :‘5% 5 6 8 19
A I mwonths !’ period which are necessary for a complete comparison of this 29 , 7
[EIE B H - - . . 3.—‘% b 6 10 ].3
R RS standard experience with that of the Selected Societies. . 373 7 o 13 16
AR 4. The following table relates to sickness benefit (st six months of 421 9 8 19 _ 19
P sickness). The headings are self-explanatory. _ 473 12 10 27 23
T 1 524 17 . 13 42 29
| ABLE 1. 57% 26 19 69 47
I . 624 40 31 119 : 81
bt Proportion of Members Claiming . Average Duration of Attack in the
SR 5 Benefit in the Year (per thousand). Year (stated in weeks).
1 - Cent(ial Age of ; | 6. It will be seen that up to age 40 the proportion reaching disablement.
R Froup. , o . s | Selected Societies benefit during the year in the Selected Societies was practically identical
i ST AU, 1893-97 §Selecteflb?g1etles, MU, !_893—9( (adjusted for 1st ‘th the Manchester Unity Experi Hthoueh ik 13 o had
AR (approximate). 1921-23. (approximate). S d wi e Manchester Unity Experience, althoug e proportion who ha
ISR, 0 B : (3) (13,)‘5). sickness benefit was very much smaller. This seems to throw up in
A ‘ : - —_ strong relief the effect of ‘‘ longer duration.” The: full proportion draw-
o 18 : o 302 ! 158 3-0 440 ' ing disa.blement‘ benefit is actually greater up to 40 than in the standard
SRR 595 . t " 938 | 151 3-3 4-4 experience. This may be due to the existence of a greater proportion of
R .57; T 239 | 147 3.4 46 ¢ linked-up " cases. If the greater average duration of sickness benefit
AR ’ ? 239 | 79 3. . is attributable in part to frequent claims from a -small section of persons
P : Lo 32% ave ces . .JS..J H 10-‘ 1 7 4 7 . i N N R . . "
R 371 ... el 236 i 155 1-0 48 of inferior health at entry, a class which, owing to medical examination,
Lot 2% . e 246 | 160 43 50
Pyroovo, 0t | : - 1 . . E
S P A S 7 -%7% TR ' 20? ; 17% ' %.8 ?:EE % YWhere a persun has received sickness or disablement benefit and recovers, any
S 52% ... e 273 ! 195 ' 54 97 subsequent incapacity is treated as a continuation of the previous incapacity unless a
BT 57 ... e 300 i 221 6-1 6-3 period of one year has elapsed. Otherwise the two attacks are “linked-up’’ and in such
ERA 624 ... e | 328 | 263 70 71 case 1f sickness benefit is payable at the beginning of the second attack the claimant isnot.
: ¢ subject to the waiting period of three days. This explains the difference between

Cols. (2) and (3) in Tables I, II and III appended.
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364 APPENDIX A.

would certainly have been much smaller in the Manchester.UIEity Experi-
ence, it would necessarily have as its consequence more linking-up, and
therefcre more short attacks paid at the disablement rate. In the
nature of the case this feature would be of less importance at
ages over 40 than at the younger ages. The experience at ages over 40
appears, in fact, to confirm the corresponding experience in respect of
sickness benefit. ,

7. The average duration of disablement claims within the year is shown,
in weeks, by Table 3.

TasLE 3.

Average number of weeks of disablement benefit within the year.

C:Eg:hipge M.U. (approx.). |Selected Societies.

€)) ! @ ___

i

223 17-3 20°5 |

273 20°6 216 |
323 23-1 21-9
373 27-3 24-3

423 28-8 25-4 *
473 30-0 26°3
52% 32-8 26-9
57% 34-2 29-7
621 371 31-4

8. The average duration within the year is, of course, substantially less
than the total duration of disablement benefit, since cases of Erol-mged
disablement may extend over several years. In consequence the differsnces
in average duration of claim in the two experiences are somewhat masked
jn the figures shown ahove.

By making certain assumptions ib is possible to calculate a,pp}'omma-belv
the average total duration of disablement claims, and the resulting figures
are shown, in weeks, in Table 4 below.

TagiE 4.

Average total duration of disablement claims stated in weeks.

. Central Age Selected Societies
of Grroupg. M.U. (approx.) (approx.).

M (2)

223 26 39

273 33 44
323 38 46

X 373 51 56
423 61 58

473 67 62

523 81 61

57% 91 72

62% 110 7 82

9. As. might be anticipated the figures confirm those of Ta})le- 3, anfl
emphasise the striking differences between the Manchester Unity Experi-
ence and that of the Selected Societies.
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The duration under National Health Insurance conditions is the longer
at the younger ages, but at the older ages the Manchester Unity duration
is the greater. At ages over 50 the difference is considerable, and, combined
with the smaller proportion of cases, as shown in Table 2 (cols. 3 and 4),
explains the relatively favourable experience at these ages brought out in
Table B (M.) appended to the Report of the Actuarial Committee.

The results given in Tables (3) and (4) seem consistent with the
theory advanced above that the claims contain an appreciable element of
¢ Jinked-up * illnesses, of relatively short duration, in regard to which the
claimant has been disqualified during the year from receiving the higher
rate of sickness benefit. This feature may help to explain the high figures
ehown in column (17) of Tables I, IT and III.

10. In view of the rising cost of disablement benefit the ‘‘ full proportion
receiving ’—Col. (4) of Table 2—and the ‘‘ average duration Y—Col. (2)
of Table 3—have been computed for each of the years 1921, 1922 and 1923.
To indicate the run of the figures from year to year it is sufficient to give
general averages for all ages. These have been obtained for women
(spinsters and widows) as well as for men, and the results are given below.

TABLE 5.
Men. Women (S. & W.).
1921 1922 | 1923 1921 1922 1923

Proportion receiving -018 -022 -023 -021 024 | 027

disablement benefit. . ,

Average duration 25-7 25-9 275 28-6 28-5 29-4
(weeks). ' .

These results seem quite consistent with the theory that disablement
benefit is growing towards the equilibrium that should be represented by
the maturity of the experience, The proportion in receipt of the benefit
grows because the new permanent cases in which the disablement benefit
stage is reached are not yet balanced by deaths. The average duration
shows, as would be expected if this theory is correct, a small upward
tendency. The growth in the claims of men appears to show an indication
to end, but no such feature is found in the case of women.

11. Reference is made in para. 9 above to the figures shown in Col. 17 of
Tables I, IT and III. These figures show for each age group the proportion
of those receiving disablement benefit in a year who have ‘ gone off the
fund »’ during the year. These proportions are very instructive, and will
dispel any idea that disablement claims in all cases arise out of permanent.
gickness. So far as men are concerned, it appears that on the average of
the years 1921-23 about 45 per cent. of all who claimed disablement benefit
in a particular year at ages under 40 ceased to draw it during that year.
In the case of unmarried women, the corresponding proportion is about
40 per cent. Among married women, on the other hand, the proportion
is over 50 per cent. In each class the proportion ‘‘ going-off ” diminishes

‘as ages advance, but even at ages over 60 it is about 20 per cent.

12. There is no corresponding friendly sociéty experience with which
this feature can be compared and it is impossible to form an opinion there-
fore as to whether it is more prominent under compulsory insurance than
under a voluntary system. In any case it seems to invite examination; 1t
suggests that more active administration and especially an increased
resort to the medical referee system might result in an earlier termination
of many claims that are now prolonged for a brief period into disablement
benefit, with resultant saving on both sickness and disablement claims.
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13. The differences between the experiences of unmarried women and
married women are particularly arresting. Comparison of Cols. (12) and
(14) of Tables II and ITT respectively shows that among married women,
both the proportion claiming sickness benefit and the duration of attack
were considerably greater than in the case of anmarried women. Compari-
son of Col. (15) of the two Tables shows that the proportion of married
women drawing disablement benefit was also greater, but on contrasting
Col. (16) 1t is found that except at the higher ages the average duration of
disablement benefit claims was much less among the married than among
the unmarried. This is complementary to the excess in the proportion
“ going-off ©’ among the married, but it seems quite inconsistent with the
ceneral features of the two bodies of experience and, taken in conjunction
with the figures set out in the nex$ paragraph, seems to suggest that
societies are applying to the disablement claims of married women a
degree of activity that might well be exerted, and at an earlier stage, on
all claims of prolonged duration. '

- 14. In view of the features shown by Col. (17) of each of the Tables I, 11,
and ITI, it was thought probable that instructive results would follow
from an invesbigation of the after-history, up to the end of 1924, of a
large number of cases in which insured persons had gone off the fund after
drawing disablement benefit. It was not worth while in this connexioa
to investigate cases in which the ‘‘ declaration off ’ had been so rec2nt as
1922, while the necessary data were not available in respect of cases
arising in 1921. The work was necessarily limited therefore to the 1922
cases, and even so it would have been prohibitively heavy had it extended
over the whole field. A selection was therefore made of societies with a
widely distributed membership and representing a substantial proportion
of the whole of the data. This selection yielded 1062 cases of men, 609 of
unmarried women and 214 of married women, who had ceased to receive
disablement benefit in 1922. Each case was then traced through 1923 and
1921 and its benefit history in these yeais ascerbained. The results ave
set out statistically in Tables IV, V and VI appended. It is proposed to
give here no more than a summary of sufficient extent to indicate the con-
clusions obtained.

15. Taking first the 1062 cases of men it was found that in no fewer
than 554 cases the insured person svas again a claimant in 1923 and/or in
1994, Tn 400 of these cases he claimed in 1923 and 954 of the 400 claimed
in 1924 ns well as in 1923. Further, among the 400.who claimed in 1923,
989 had not been off the funds for 12 months since they ceased to claim
in 1922 and these returned to disablement benefit. In 111 cases .the
member had been off the funds for the full 12 months and, on again
claiming, drew sickness benefit. These cases constitute 11 per ceut. of
the whole number of ¢ declarations off * disablement benefit in 1922. In 34
of them the insured person on resuming benefit drew sickness benefit for
93 weeks and then went on to disablement benefit. In 34 other cas](is

7 weeks
and in the remmining 43 cases the insured person claimed both in 1923
and 1924 for an average total period of 14 weeks.

" 16. The same fedtures present themselves in the women’s experience. Of

" the 809 unmarried women who ¢t Jeclared off ’? disablement benefit in 1922,

986 returned to benefit in 1923 and/or in 1924. Of these, 200 again
laimed in 1993 and 54 of them were able to claim sickness benefit. Of
this latter number no fewer than 24 remained on the funds to draw the
full 26 weeks of sickness benefit and then weni on to disablement benefit.
Of the 214 married women who went off disablement benefit in 1922,
102 again claimed in one or other of the two following years, 49 of them
claiming in both years. Of the 74 among these 102 who returned to
benefit in 1923, 23 had been off the funds for 12 months and returned to
sickness henefit; 5 of them remained on the funds for over 26 weeks.
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1. It is thus evident that in respect of both men and women the cascs
of frequent claims (which include many prolonged claims) must account
for an appreciable amount of the total expenditure on sickness and dis-
ablement benefits. From the point of view of public health as well as
from that of administration there is undoubtedly much that deserves
attention in this feature of the working of the Health Insurance system.

18. Another matter calling for attention, and in this case calling
urgently, is the excess of the claims of married women over those of the
unmarried. from Tables IT and I1I (Col. 12) it will be seen that the
relative proportions of the total membership claiming benefit in a year
are as follows:—

Percentage of Insured Women
Claiming Sickness Benefit.

dges. Married. Unmarried.
20-25 e s 32 16
-25-30 24 14
30-35 21 13
40-45 21 14
50-55 cee . eee 23 16
60-65 28 20

At the younger ages there may be reason to explain some part of this
difference, and in addition, possibly, the greater average length of the
claim. But what reason which does not evoke serious reflections can .
explain the great excess at the higher ages. The figures given, moreover,
are an average of the three years. The disproportion, either in the number
of claims or -in the duration of claim, is rapidly growing, for the main
investigation shows that the relation of the average amount of the sickness
claims of married women to that of the unmarried is becoming more un-
favourable with each succeeding year. For example, at the important
groups of ages 20-25, 25-30-and 30-35, the married women'’s rates of sickness
are found to represent the following percentages of those of the unmarried
class.

Ages. 1921. 1922, 1923.
20-25 ... - 242 284 299
25-30 ... - 174 L 198 242
30-35 ... 158 171 198

On these ficures it is impossible to resist the belief that the sickness
claims of married women Tequire more effective supervision than they are
at present receiving. ' ‘

The disablement benefit experience is singularly different from that of
sickness benefit. Although the proportion of married women who draw
disablement benefit is greater than the like proportion among unmarried
women, the average duration of the disablement benefit claims among the
unmarried is the greater at all ages, and it is much the greater at ages
under 45. The figures suggest that the societies tend to concentrate atten-
tion on the claims of married women when these have reached the disable-
ment stage. It would seem that a much more comprehensive policy of
supervision is called for. o

Goverument Actuary’s Department, AL WL WL
Treasury Chambers,
Whitehall, S.W.1.
Sentember. 1925,
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376 APPENDIX A.

SECOND REPORT OF THE DEPARTMENTAL
ACTUARIAL COMMITTEE.

Po the Right Honourable Lord LAWRENCE OF KINGSGATE;_,
Chairman of the Royal Commission on National Health Insurance.

My Lozbp, | A o -
We submit the following Report on the Questions _referred to us 1n
the Secretary’s letter of the 20th November, 1925:—

1.—SicrNESS BENEFIT.

1. We are asked to advise as to the cost of raising the standard rates
of sickness benefit for men and women respectively to the rates of unem-
ployment benefit. These rates are 18s. a week for a man and 15s. a week
for a woman. We assume thab in the first two years of insurance the
present sickness benefit of 9s. and 7s. 6d. a week respectively, being one-
half of the rates above stated, would be retained. We assume, further,
that in the event of the sickness benefit being increased the rate of dis-
ablement benefit would be increased to 9s. in the case of men, thus retain-
ing the present relation between sickness and disablement benefits. In
the case of women, where the available margin in the contribution is
relatively very small, we assume that disablement benefit would remain
at its present amount of 7s. 6d. a week. On this basis the rate of dis-
ablement benefit would be half the rate of sickness benefit for both sexes.

9. In paragraph 30 of our Report of 13th October, we set out the full
contributions required on the assumption that existing benefits would be
retained and that new charges taking the form of a payment throughout
life of 7s. a year per insured man and 3s. 9d. a year per insured woman
would be added to the liabilities. ‘We mow understand that the Com-
mission has decided to recommend that charges in respect of medical
benefit amounting to 3s. a year per insured person throughout Life shall
be placed on the ordinary benefit funds. Apart, therefore, from such
further benefits as may be added to the scheme, the necessary contribu-
tions to provide for seven-ninths of the liabilities would be as follows: —

Men. Women.
b d. . . d.
. Benefit Fund e 715 748
. Reserve Values .. 71 60
. Contingencies Fund e 25 - 25

o | g1 83

The proposed extension of sickness and disablement benefit would add
about £14,500,000 to the Reserve Values and would involve the following
additions to the above _cqntributions:'—— :

Men. ~ Women.
- a. d.
Benefit ©° Fund ... 60 i 58
, Reserve Values vee ... 80 17
L 90 L 75

——— i —
1

H
J
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The full contributions required would thus be brought up to 9-0id. (men)
and 9-09d. (women). The present contribution is 9d. for a man and 83id.
for a woman. The suggested extension of sickness and disablement
benefit would therefore be almost exactly covered in the case of men
without an increase of the present contribution provided that the con-
tributions to the Contingencies Fund were not increased as a conse-
quence of the increase of one-fifth in the rates of sickness and disable-
ment benefits. So far as women are concerned, the contribution would
have to he increased to at least 9d. a week, and if it were no higher than
this rate a reduction in the contribution of women to the Contingencies
Fund from ‘25d. per week to -16d. would be necessary. In our previous
report (paragraph 27) we stated reasons which led us to the conclusion
that the contribution to the Contingencies Tund should be the same for
persons of both sexes. Apart from the gquestion of equity which is in-
volved we should view with some apprehension any alteration which sub-
stantially reduced, in the case of either sex, the low rate at which we
have recommended that the future contribution to the Contingencies
Fund should be fixed, even if no extension of risk connected with an
increase of benefits were contemplated.

IT.—DISABLEMENT BENEFIT.

3. As an alternative to 1, the possibility of an increase of disablement
benefit only is submitied to us for examination. So far as men are con-
cerned, we pointed out in paragraph 17 of our previous report that the
expenditure on this benefit appeared likely to become stabilised at 33%
per cent. above the average of the Selected Societies’ Experience in the
years 1921-23. This conclusion was, however, founded on observations
of expenditure at the rate of 7s. 6d. a week, and we cannot assume that
if in cases of protracted sickness this rate were materially raised, with a
consequent reduction of the difference between the rates of sickness
benefit and disablement benefit, the .volume of claims for disablement
benefit or their average duration would remain unaffected. In com-
puting the liability invelved in an increase of the rate of benefit we feel
compelled, therefore, to provide for a greater amount of claims than will
arise with the benefit at its present rate. The extent of the further
provision to be made to meet this factor is a point of great difficulty.
We do not think that until actual experience has been gained of the cost
of the benefit under the new conditions it can safely be pub at less than
90 per cent. If it be taken at this rate the margin in the contribution
would permit of an increase in the benefit of 2s. 6d. a week. We recom-
mend, therefore, that if it should be decided to apply the available
margin to the increase of disablement benefit, the rate of this benefit
should not be raised to more than 10s. a week in the case of men.

4. In the case of women, the margin in the contribution is only -16d.
a week (after providing for the increased cost of medical benefit), and
it is sufficient to say that this margin, with the related State grant,
would not allow of the increase of the present disablement benefit of
7s. 6d. a week by more than ninepence.

III.—BexEFIT TO DEPENDANTS.

5. We are asked to advise on the cost of providing allowances, similar
o those under the Unemployment Insurance scheme, in respect of the
wives and children of insured personms in receipt of sickness or disable-
ment benefit. We assume, in regard to the wives of insured men, that
the proposal is to pay the dependants’ benefit in all cases in which an
insured man is married, not excluding those cases in which the wife is
herself a wage earner. Such a wife is not ordinarily a dependant for
the purpose of Unemployment benefit, but if it were proposed to exclude
her from this benefit under the Health Insurance system, while retaining
the ¢ flat rate  contribution for the whole body of insured men, a point
of some difficulty in the financial operation of the system would arise.

54702 | N 2
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We estimate that of the married men who are insured under the scheme
of National Health Insurance about one-seventh have wage-earning
wives. The distribution of this class of wives with reference to industry
as a whole is, however, very uneven, a large proportion of the whole
number being employed themselves, and being the wives of men employed
in the textile industry, while among other industries, as for example,
coal-mining, the employment in industry of the wife of the insured man
is very rare. It follows that if wage-earning wives were excluded from
the definition of dependants and financial provision made accordingly,
the present deviations from the general average, which result from the
system of insurance through approved societies, would be accentuated.
At the same time we do not regard the point as one of such importance
as to justify us in advising that dependants’ benefits should be insured
through a central fund, with all the complications of finance and adminis-
tration that such an arrangement would involve. The alternative is to
provide actuarially for the payment of the benefit in all cases in which
on insured man is married, in which event a small margin would enure
to the financial advantage of the societies concerned should it be decided

to exclude the employed wife from the definition of a dependant.

6. With rogard to children the qualification in the Unemployment
Insurance and Widows’ &o., Pensions Acts is that the child is under
the age of 14 or the age not exceeding 16 up to which the child remains
ander full-time instruction in a day school. In view, however, of the
administrative difficulties which would arise in establishing the
dependency of children over the age of 14, we are asked to frame our
estimates on the basis that benefit would be limited to cases of children
not_exceeding the age of 14. Further, we are instructed fthat in all
cases children should be regarded as dependent upon the father only,
whether he is insured or not and without regard to the question whether

the mother is herself insured.

7 The estimates set oub below relating to insured men provide
therefore for the payment of sickness or disablement benefit in all
cases in which the man is inarried or, being a married man or widower,
has children under the age of 14. The special data required are given
in Tables B and D of the Report of the (Government Actuary on the
Contributory Pensions Bill (Cmd. 2406). In other Tespects the basis

of the calculations is in conformity with that adopted for our previous
estimates as explained in our Report of 13th October, 1925.

We have ascertained in the first instance the coniribution necessary
to provide for sickness benefit for dependants ab the rates of the
Unemployment Insurance scheme, namely, 55. 2 week for -a-wife and 2s.
a week for each child, with one-half of these rates during disablement
benefit, with an additional allowance of 5s. 2 week (corresponding to
the wvife’s benefit in the case of a married man) for a widower with
children. The administration of benefits of this type would, we presume,
impose some additional labour om the approved societies; we have
accordingly assumed thab it would be necessary to make some increase
in the present administration allowance, and for this purpose have
assumed that the rate of 4s. 54. would be increased to 4s. 8d. We
estimate. that the necessary contribution for seven-ninths of the new
charges would be as follows : —

d.

To the Benefit Fund per week ... ... 100
To Reserve Values ... ... 60
1-60

As we have explained earlier in this Report, the contribution required
to support the present liabilities of the system, with a further charge
of 8s. a year in respect of medical benefit is 811d. a week. If to this
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rate of 811d. there is added seven-ninths of the cost of dependants’
benefits for wives and children at the Tates above set out the total
contribution required is brought up to 93d. a week, being an increase
of %d. a weck over the present joind contribution of employer and
worker.

It will be observed that the actual margin in the present contribution
after providing for the extra 3s. for medical benefit is ‘89d. per week,
being the difference between 9d. and 811d. We find that this margin,
with the related State grant, would be sufficient to provide an addition '
of 2s. a week to sickness benefit and of 1s. a week to disablement benefit
in respect of the wife of an insured man (corresponding sums being
available in the case of a widower with children) and the same sums
in respect of each child of a married man or widower; the administration
allowance being increased as explained above.

] 8. As regards insured women, we are instructed, as stated above, that
in the case of an insured married woman her children are to be regarded
as dependent on her husband, whether he is insured or not. We are
asked to advise as to the weekly addition to sickness benefit (with
one-half the addition to disablement benefit) which the margin in the
women’s contribution would provide in respect of each child under the
age of 14 of an insured widow and in respect of the dependent widowed
mother of an unmarried insured woman. We have assumed that the
latter category may include widows.

As stated in paragraph 4, the margin in the woman’s contribution
after providing for a further charge of 3s. a year in respect of medical
benefit is -16d. per week. We find thatb this margin is sufficient to
provide an addition to sickness benefit of 2s. a week and to disablement
benefit of 1s. a week for the classes of dependants mentioned, with
the same increase in the allowance for administration as stated above.

We are, My Lord,
Your obedient Servants,

Arrrep W. WatsoN (Chairman).
A. D. Besanr.
Lovrs E. CrinNTON.
Arrrep HENRY.
R. G. MauopiiNeg.
M. B. Knowres (Secreiary).

" 7th December, 1925.
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THIRD REPORT OF THE DEPARTMENTAL
ACTUARIAL COMMITTEE.

To the Right Honourable Lord LawRENcCE OF KINGSGATE,
Chairman of the Royal Commission on National Health Insurance.

My Lorp,

1. We have received from the Secretary to the Royal Commission &
request to advise on the question of the cost which would be involved
in replacing the present maternity benefit by a new service to include
all necessary medical attendance during pregnancy, the services of a
midwife and (where required) a doctor at confinement, ante-natal and
post-natal examinations and a money payment. An estimate of the
fees to be paid to doctors and midwives under various headings of the
projected service has been prepared by the Ministry of Health, and we
have taken these estimates, which we are, of course, not in a position
o0 review, as the basis of our calculations. At the present stage we have
deemed it sufficient to take the cash payment as £1.

2. The problem is complicated by considerations as to the liability
to be provided for in those cases in which both husband and wife are
insured. The new services will only have to be provided in respect of
one insurance and the guestion arises whether in the case where both
are insured the provision should be made under the insurance of the
husband or under that of the wife. Having regard to the amounts
of the available margin in the respective contributions of men and of
women, we have assumed that the liability would be placed upon the
husband’s insurance. '

3. A somewhat analogous question arises as to the cost of ordinary
medical attendance during pregnancy. In this case a married woman
who is herself insured is entitled to this service as part of medical
benefit, and we assume it to be inexpedient thab this arrangement should
be disturbed. So far, therefore, as concerns this particular item in the
services proposed to be given, we assume that a charge will only be
imposed on the insurances of men to cover the cases in which the wives
are not insured. '

4. The soveral items of the service, with their estimated cost which
have been supplied to us, are as follows:—

s. d.
(1) Fee to midwife ... 30 0O
(2) Fees for ante-natal and post-natal examinations .. 10 0

(3) Fee for risk of doctor’s personal attendance on
confinement .. o 0
(4) Fee for medical attendance during pregnancy ... .. 10 6

To these should be added:

(5) Cash benefit, which is taken at v e .. 20 0

5. The various combinations of these items which arise and the
distribution of their cost are as follows:—

(A) Husband insured: wife uninsured.

The charge of £3 155. 6d., comprising items (1) to (5), arises and
falls on the husband’s.society in lieu of the present provision of
£9—an additional liability of £1 13s. 6d.
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(B) Husband insured: wife insured.

Ttem No. (2) is covered by existing medical benefit provided by the
wife’s society. The husband’s society will, therefore, bear a charge
of £3 5s. 1Tt is assumed that as the wife is independently insured
'a sum of £1 in cash will be paid to her by her society in addition
to the payment of £1 by her husband’s society. At present a pay-
ment of £2 is made by both the husband’s society and the wife’s
society.  The new provision thus represents an increase in the
liability on the former of £1 5s. and a decrease in the liability on
the latter of £1.

(C) Husband uninsured: wife insured.

The new medical charges (items (1)-(3)) will amount to £2 5s.,
item (4) being already covered.

As regards the cash benefit, under the existing Act an employed
married woman’s society pays two maternity benefits of £2 each
in the exceptional case in which the husband is not an insured
person. This provision does not, however, apply in the case of a
woman who has ceased to be employed on marriage, and who 1is
entitled to special benefits for a limited period (Class K).

The provision of a double benefit from the one society in the case
under consideration has been much criticised, and in view of the
fact that under the proposals before us the woman’s society would
have to pay £2 5s. for new medical services in this case, whereas
it would have to pay nothing under this head where the husband
was also insured, we consider that the double cash payment by the
woman’s society, where the husband is not insured, should be
terminated. The new cash benefit, where the woman only was
insured, would thus be limited to a single sum of £1 both for the
employed married woman and the *‘ Class K7 woman, making a
total payment of £3 5s. in each case. The society would thus pay
15s. Jess in the case of an employed married woman and £1 5s. more
in the case of a ¢ Class K’ woman than at present.

(D) Unmarried Women,

The new services would be items (1), (2), (8) and (5), No. (4)
being already covered by medical benefit.

6. The relative numbers of the cases A, B and C have next to be
considered. As a preliminary, it 1s necessary to determine the pro-
portion of married women, either employed or ¢« Class K,” whose
husbands are not insured. iWe find that in settling the present financial
basis of the system the former Actuarial Advisory Committee assumed
that one-tenth of the married women who were employed contributors
would have uninsured husbands and, on such facts as we have been
able to obtain, we do not consider that any other proportion would be
more appropriate. As regards the women of “ Class K,”” we recognise
the probability that among this class, consisting of recently married
and therefore, for the most part, young women, the proportion whose
husbands are not insured would be materially less than that obtaining
among the married women who are working for employers. The
question of discrimination is not, however, of material importance to
the estimates of cost (though the matter assumes another aspect in
regard to the arrangements to be made to meet the actual cost of the
medical service contemplated), and we propose, therefore, to adopt the
gsame proportion, namely, 10 per cent.

7. Coming now to actual numbers, we have obtained the following
estimate, on the basis of the rates of issue adopted in our first Report,



382 APPENDIX A.

of the expected number of claims for maternity benefit in Great Britain
in the year 1926:—

1. ‘Wives of insured men ... 684,000
I1I. Insured married women . ... ... 94,000
mr. » ’» (Class K) ... 91,000
IV. Insured unmarried women ... 15,000

Since 90 per cent. of II and II1, or 166,500, are also included (as
estimated) in I, there are taken to be 517,500 confinements of _umnsu%‘ed
wives of insured men, oOr say 76 per cent. The average.hablhty falling
on a man’s society in respect of the confinement of a wife of one of its

members is therefore:— -

£
76 per cent. of £3 15s. 6d. (Case A) .. 287
24 per cent. of £3 5s. (Case B) ... .. 78
365
Towards which the present maternity benefit
provides ... 2400
Further provision required .. 165

The average liability falling on a Wwoman’s society in respect of the

confinement of an jnsured married woman is:—
£

90 per cent. of £1 (Case B) ... - -900
10 per cent. of £3 5s. (Case O) 325

1-225

Against which there js a present

(average) provision of 92:900 (20 “ Class K )

——

The new provision therefore
involves a reduction of

-975 (“775 ¢ Class K ')

In the case of an pnmarried woman the new charge on her society
is £8'95 against a present provision of £2: increase, £1°25.

8. The effect of these provisions on the contributions, including the
necessary adjustments of the contributions applicable to the service
of Reserve Values, and after making allowance for the State grant,
is as follows:—

(a) The necessary increase of contribution in respect of men 13
-44d, per week. We have previously reported that after providing
an additional 3s. per year (throughout life) in respect of medical
benefit the contribuiion required for existing benefits is 8_‘1.1d. a
week, leaving a margin of '89d. The projected new provision 1n
respect of maternity services wounld therefore absorb almost exa.c_tly
one-half of this margin. This estimate would, however, be varied
if the cash payment of £1 o the mother, on her confinement, were
altered. _

(b) In the case of women, the saving on the present payments
in respect of married women would much more than counterbalance
the additional expenditure on the cases arising among unmarried
women. The net effect would be to reduce the requisite contribution
for all benefits from its present figure of 834d. to 8:23d., thus
increasing the margin. from -16d. to “27d. ' '

The annual sum (inclusive of State grant) which would emerge if
these margins were applied to provide benefits throughout life would

 be about £1,050,000 in the case of men and £300,000 in the case of

womern.
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9. Tt will be seen that we have related the charges arising under the
new proposals to the expected number of claims for maternity benefit.

 We understand, however, that charges in respect of certain of the items

of medical service would arise in cases of miscarriage, particularly where
there is no present liability to provide medical benefit. We have made
enquiries as to the probable weight of these charges, and are advised
that relatively to the total number of cases they are likely to be few
in number and are expected to involve a very small addition to the
total cost. We deem it unnecessary, therefore, to make specific provision
for this factor, regard being had to the small margins which are likely
to arise in respect of other elements in the cost of the scheme.

10. While we have found ourselves able to supply a reasonably close
estimate of the cost of the proposed new gervices on the aggregate
resources of the Approved Societies, we have become impressed in the
course of our work by the fact that difficult administrative problems
are involved in the scheme and thai the methods adopted for the solution
of these must to some extent affect ibs financial incidence. We have
shown that as between different types of cases, e.g., where the husband
of an insured woman is himself snsured or is not insured, there are

!

considerable differences in the liabilities respectively falling upon -

particular societies. There are, however, no records in the system of
National Health Insurance with referemce to the insurable status of
spouses, and it is not easy o see how in these circumstances the total
charges can be distributed equitably between the different societies.
Whether the distribution should be effected on some approximate basis,
or whether an exact distribution shonld be attempted seems to involve
the question whether widespread enquiries as to the insured status of
wives and hushands of insured persons could be undertaken with the
hope of success and without prohibitive cost. We canmnot ourselves

_ pursue this point further, but submit it to the Royal Commission as one

which would have to be dealt with if the projected extension of services
were undertaken.

1]. One other point in connection with this reference remains to be
mentioned. It has been assumed that an insured married woman is to
be entitled to medical benefit throughout the period of pregnancy. In
fact, the woman in ‘‘ Class K » is entitled to maternity benefit on her
first confinement after marriage if it occurs within two years of the
date of marriage, while her title to medical benefit runs to a particular
30th June or 3lst December, as dictated by the date on which she
ceased to be employed, and may therefore cease in some cases before her
confinement. We understand it to be intended that the new services
would be available for all women at present entitled to maternity benefit
while in * Class K ”’; it would, therefore, seem that the provisions of
the Act as to medical benefit in these cases should be examined.

We are, My Lord,
Your obedient Servgnts,

Arrrep W. Warsox (Chairman).
A. D. BesanT.

Louis E. CrLinTOXN.

AvrreEp HEXNRY.

R. G. MaubLING.

M. B. Exowres (Secretary).
18th December, 1925.
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%lr?baln Limited, Public 271-275 465-478 Independent Order of Oddfellows (Man—
Dental Society, Incorporated ... .. 205-297 519-527 chester Unity) Friendly Society 206-210 267292
Dental Surgeons, British Society of ... 264-268 447-455 Independent Order of Rechabites’ (Salford
- Dentists’ Panel, Bast of Scotland - 579581 961-969 Unity) Friendly Society - 210-213 993-305
Dispensers, Association of Certificated 594595 1019-1021 Industrial Assurance Approved SOCletleS,
Distribution Committee (Central Medical - National Conference of . . 204-206 218-267
Pool) . 730-736 —_ Industrial  Women’s Or g'lmsatmns,
Purham “Miners’ Associatmn Approved : Standing Joint Committee of . 646-648 1107-1120
Society . . ... 740741 — ﬁszlzu’ot: off %heﬁftlry o 764-765 —
stitute of Ophthalmic ptlclans 500-511 836-847
. Insurance Committee :—
Tast of Scotland Dentists’ Panel . 579581 961-969 Coventry 312-315 571-580
Edinburgh, Leith and District Friendly ; | Cheshire 316-362 580-591
Societies’ Council o e 5845585 987-990 %léa,morganshire 414-437 625-629
Edmonton Union ... .. 767 — icestershire 362-367 591-595
loyees’ Approved Socletles National London 639-645 1096-1104
EIZIIIJ‘P dy i pr 419-421 631-646 Insurance Commi ttees
ederation o . uranc i —
Employers’ Orga,msa.tmns, Natlona-l Cos- Association of Welsh ... ... 413-414 595-625
federation of .. ... 696-701 1216-1229 ‘Federation Committee of English,
Frewash Valley and District Approved Seottish and Welsh Associabions of... 367-401 05695
Friendly S ociety 767 — Scottish Association of . 402412 595626
Insurance Officials’ Benevolent Assoela-
! tion, Royal ... .
iy Farmers’ Union of Scotland, Natlonal 555-560 922-929 Ivogrn,cmsssra ﬁ’?—?jﬂg g&l:g(l)g
Federation Committee of Enghsﬁ Seot-
tish and Welsh Associations of Insur- |
L ance Committees ... 367401 595-625 Joint Committee of Approved Societies ... 242-249 371-392
Federation of Employees Approved 7 409413
; n - 8(1001‘9;7135: Faﬁhﬁ?lnpprbv od Socretles 419-421 631-646 Joint Council of Qua.hﬁed Optmmns 511-517 847855
I . Federation oi vl _ ' be . 9 2t
TR Notional .. ? 997-300 597544 Joint Tuberculosis Council .. 622-624 1067-1070
G Friendly Societies’ Medical AJha%e% .. 489-490 784-791
IRl  Friendly Societies’ Medical cers’ o Lancashire and Cheshire Miners’ Federa~
' SN Union : : . 491-492 791-798 tion. Approved Society ... .. 231-232 341-349
S Foresters’ F-nendli " Society, Ancient 0 0 Lancashire and Cheshire Miners' Per-
? R Order of . ... 200-203 189-218 manent Approved Society 223230 332-341
. ‘ Lascar TFund . 311-312 568571
S General Council of Panel Chemlsts Leicestershire Insurance Oommltbee ... 362367 591-595
N AR (Scotland) 548-553 905-915 Lloyd’s Health Insurance Approved
S S Glamorganshire Insurance Comlmttee 414—%17 625-629 Society 250251 392400
Gosherton Oddfellows Approved Bociety... 767 — London and Countles Med.lcal Protectwn
B O B Grand United Order of Oddiellows Society, Limited ... .. e .. 167 —
BRSO Friendly Socieby ... 630635 1076-1084 London County Council 589-593 1004-1010
I S Group of Catholic APPTOVGd Societies ... 251-252 400-409 London Insurance Commities ... 639-645 1096-1104
Guild of Insurance Officials ... T45-T46 — Toyal. Order of Ancient Shepherds 435-438 668-675
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Manchester Unity Friendly Society of
SRS Independent Order of Oddfellows’ , 206-210 267-292 N?;fgﬁi %Tfﬁe of Clerks and Adminis-
S Massage and Medical Glymnastics, National T TS 767 _
St Chartered Society of ... ... 543547 894-898 Grbmenslumon of Sosietics for Equal
PR Medical Aid Societies, South Wales and Nutses Qlﬁaen Vieto 645646 1104-1107
Monmouthshire Alliance of ... .. 492-493 798-806 Sitehe for ria’s Jubilee In- |
Lt Medical Alliance, Friendly Societies’ 489-490 784-791 1. Nursing, College of | 960-563 930-940
S Modical Guild, Scottish ... 482484 766-770 d i3 ) VOTeR 563-564 | 940-944

Medical Officers of Health, Society of ... 493497 307-818 I ® Oohthalmi , .

e Medical Officers’  Union, Fnendly ' Opht] almic Benefit Commitiee ... ... 527-531 869-875
ISR Societies ... 491492 791-798 opubhalmologists, Council of British ... 524527  861-869
i Modissl Practitioners’ Union 461-480 735-755 Obtica ssociation, British ... 518-524 - 855-861
Medical Union, National ... 480-482 755-766 Opticians, Institute of .Ophthalmic 500-511 836-847
el Middlesex Hospltal e 499-500 830-830 ' OEde mﬂsh l;n,nt Cpun’o;ﬂ of Qualified ... 511-517 847-855
BRI Midland  Counties Mutual Beneﬁt Abl.,ﬂ S Brith” and * Shield of .

o g Approved Society . - 167 — raflan . 767 _
E E Midwives’ Association, Scottlsh 565 044-951 : _ - S
B SRR Midwives’ Institute, Incorporated 565 944-951 Panel Chemists (Scotland), General
W Ministry of Health . . 3114 1-87 Council of . 548-553 905-915
R Eix-_léi 121140 P *‘lolfISh Councils of Scotland Association i
_ 646-649 583-584
Ll 664674 1130-1194 Pharmacists’ Union, Retail .. 531-541 - it
i 674683 P]iarmacy :inn((ii SD1ug Store Propr 1et0rs
“ 701-729 — ncorporated Society of . 541-542
R A Ministry of Labour ... 662-664 1125-1130 P‘i;);‘s Lm\; Unions in England and Wales _ 888-894
i " Pr estgfllafl lll?iln DOft C 607-612 1037-1043
Vatlonal Amalgamated Approved Society 285-239 489499 Pruden t;al A 15 1123 atholic Association 736-738 _
: Nabional Amalgamated Union of Life Public D pproved Societies ... 268-271 455-465
Assurance Workers : 746-748 — G1mt Ben:, al Service Association of :
National Association of Trade Union reat Britain, Limited . 271-275 - 465-478
de it Approved Societies 614-622 1047-1066 ' : '
b National Association for the Preven'bmn Queen Victoria’s Jubilee Institute for -
SRR of Infant Mortality . 758-759 — Nurses 560-563 _
A National Confederation of Employers’ e - 930-940
R Qrganisations . 696-701 1216-1229 Rational As : . o
Tl National Conference of Friendly Societies 290-292 499-511 Rec;fa;bites So?ézﬂondrnendly Society ... 213-217 306-319
National Conference of  Industrial Society, Inde en‘:lrent glgty) . F rlendly | -
g Assurance Approved Societies ... 204-206 218-267 Retail P];armaflsts’ TUni raer o .o 210-213 293-305
oo National Council of Agrlculture for Roval I on. cee e . D31-541 876-888
. England ... 503 1010-1019 V8 apn e Officialy’ Benevolent | |
A N ouneil of Social Service . . 765-766 — Rur ;{’m?"?m;é 18 o e 292205 511-519 -
B National Drug and Chemical Union 757758 — Te deramI:)ln : °°1et133: National = .
National Farmers’ Union of Scotland ... 555-560 922-929 Rural . Workers' e e 2972300 | 527-544 .
S National Federation of Employees ' Scothish rkers’ Approved Society,
Bt Approved Societies e 419-421 631-646 ... 800-302 544-559
L National Federation of Provitlent . '
o isés]:clatlons of Clerks and Warehouse- - 221&11‘2;1 a;tld Ftirs.men’sf I%nion, National 431-434 661-668
[ - — ssociation . - -
National Federatlon of Rural Approved mittees of Insurance Com- 409
7 Societies 297-300 527-544 Scottish Board of Health . Sy 595-625
dnot National Insurance " Audit Department 649-662 . 1120-1124 684—632 1137—121
tional T Beneficent t, 2-259 - 413-432 obti o - . - 1195-1204
e Notonal Modical 1 Union e Soclety - o0 482 755166 Seotiich gfé?l?filaﬁgwfﬂgmndly Socety .. 969-975
. . National Sailors’ and Firemen’s Union 431-434 661668 Scottish Midwives' Association ... 48?6‘?;84 gig:g?l)
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RN Scottish Miners Federation Approved

218-222 320-331

Pl Society

Scottish Rura
Society
Seamen’s National Insurance Society ...
Sheffield Joint Hospitals’ Council
Shepherds, Loyal Order of Ancient
Society of Apothecaries of London
Society of Dental Surgeons, British ...
Society of Massage and Medical
Gymnastics, Chartered ...
Society of Medical Officers of Health ...
Society of Pharmacy and - Drug Store.
Proprietors, Incorporated
Society of Public Analysis ... .
Sons of Temperance Friendly Society ...
Qouth Wales and Monmouthshire Alliance
of Medical Aid Societies
Special Fund for Seamen (Lascar Fund)
Standing Committee of Scottish. Insured
‘Women
Standing Joint Committee of Industrial
Women’s Organisations ...

Workers’ Approved

- Stepney Borough Council ...

Stock Exchange Clerks’ Health Il.l.S'IlI‘ilIlE(:‘:
Society .-

Trade Union Approved Societies, National
Association of

Tuberculosis  After-Care  Association,
Cambridgeshire

Tuberculosis Council ,- Joink...

United ‘Women’s Insurance Society ..
United Patriots National Benefit Society

Walsall. Chamber of Commerce ...

War Office

‘Welsh Insurance Committees, Association
of

Workers’: Birth Control Group

300-302
302-311
498-499
435438
594-595
264-268 .

543-547
493497
541-542
764-765
599-606

492493
311-312

440-442

646-648
598-599

249

614-622

587-588
622-624

277285

635-637

767
766

413414
759-763

(64702) 'Wt.13902 3000 3/26 H St. G.T71

544-552
552-568
826-830
668-675
1019-1021
447455

894-898
807-818

888-894
1028-1037

798-806
.568-571

687693

1107-1120°
1024-1028

399-400

1047-1066

1000-1004
1067-1070

482489

1084-1089

595625
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RELATIVE GOVERNMENT
PUBLICATIONS.

NATIONAL HEALTH INSURANCE FUND ACCOUNTS.
With Report of the Comptroller and Auditor
General thereon. For year ended Dec. 31,
1923. H.C. 44. 1924/25. Price 9d. (10d.)

* NATIONAL INSURANCE AuDIT DEPARTMENT :

" Eleventh Annual Report, 1924. Price 9d. (91d.)

NATIONAL HEALTH INSURANCE ACTS:
Approved Societies Handbook, 1925.
| Price 1s. 6d. (1s.10d.)

Approved Societies, List of, 1925.
Price 1s. 0d. (1s. 2d.)

GUIDE TO CURRENT

OFFICIAL STATISTICS

(Issued by the Permanent Consuitaiive
Committee on Official Statistics).

The Guide provides a full and systematic annual
survey of the statistics contained in all official
publications issued by H.M. Stationery Office.

The second-volume includes an Appendix dealing
broadly with selected publications of permanent
statistical interest i_ssued mainly since 1900.

First Issue (1922) - - - - Price 1s. (1s. 2id.)
Volume Two (1923) - - - -  Price 1s. (Is. 43id.)
Volume Three (1924) - - - - Price 1s. (1s. 3id.)

All prices are net and those in parentheses includé
postage.
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