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NATIONAL INSURANCE ACT.

REPORT BY MR. G. F. HARDY, F.I.A., AND Mr. F. B. WYATT, F.I.A.,
ON THE REVISION OR EXTENSION OF THE ORIGINAL ESTIMATES,
CAUSED BY CHANGES EFFECTED IN COMMITTEE IN PART I OF
THE BILL.

TO THE LORDS COMMISSIONERS OF HIS MAJESTY'S TREASURY.

MAY IT PLEASE YOUR LORDSHIPS,
28 November 1911.

1. We have at your Lordships' request revised certain tables
and estimates contained in our Report of the 20 May last upon the
case submitted to us in connection with the National Insurance Bill
as introduced, and have made such corrections therein as are rendered
necessary by the changes embodied in the Bill as it left the Committee
on the 21st instant. The changes effected in the Bill, which render
necessary a revision or extension of our original estimates, are :

(1) Those relating to the population coming within the scope
of the scheme.

(2) Those involving separate estimates for England, Wales,
Scotland and Ireland in lieu of the original estimates for
the United Kingdom as a whole.

(3) The alterations that have been made in the benefits
payable to insured persons.

POPULATION COMING UNDER THE SCHEME.

2. As regards the population included in the Bill the principal
change is the omission of young persons under 16 and the inclusion
as voluntary insured persons, upon a reduced scale of contributions
and benefits, of married women, not being " employed persons ",
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who have been contributors prior to marriage. As regards young
persons under 16 these were separately dealt with in our Report of
the 20 May and their exclusion will not affect the tables in that report
showing the estimated number of compulsory and voluntary con-
tributors as at 1 May 1912. It is now proposed that the Act should
come into operation at a later date, and we have, for the purpose of
estimating the income and expenditure under the Bill, assumed, in
accordance with instructions, that this date will be the 1 July 1912.
We have not, however, considered it necessary to re-estimate the
number of contributors at the outset, as a postponement for a
period of two months will not materially affect these. The estimated
numbers in the case of England and Wales might be increased by
about 2 per 1,000, in the case of Scotland by about 1 per 1,000,
while in the case of Ireland, as we have assumed the population to
be stationary, there would be no change.

3. Tables I to V appended give separately for England, Wales,
Scotland, and Ireland, the estimated number of persons becoming
members of approved societies at the commencement of the scheme,
distinguishing between compulsory and voluntary contributors,
and in the case of women between spinsters, married, and widows.
The estimated number of members of approved societies (com-
pulsory and voluntary) in future years are shown in Table VI. The
figures in Tables I to VI do not include any estimate in respect of
married women who may become voluntary contributors under
clause 41, as there is no data by which the probable number of these
can be calculated. The figures are also exclusive of the Army and
Navy, as there are no means of estimating how many of those in the
Services will become members of approved societies. The estimated
number of contributors in the Services in various groups is stated in
our Report of 26 July last (Table D.).

4. As regards the deposit contributors, we estimate the numbers
at the commencement of the scheme, as follows :

As pointed out in paragraph 66 of our Report of 20 May last,
it is impossible to make an estimate of any value as to the probable
number of deposit contributors in future years.

BENEFITS.

5. The " minimum benefits " provided by the Bill, in the case of
fully insured persons, are set out in Schedule 4 of the Bill. They
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differ from the benefits provided by the Bill in its original form in the
following particulars.

Sickness Benefit.—The allowance of 10s. a week in the case of
men and 7s. 6d. a week in the case of women during the first 13 weeks
of sickness, reckoning from the fourth day, is now extended to the
first 26 weeks of sickness, reckoning from the fourth day. We
have not, for the purpose of these estimates, taken account of the
options specified in the Schedule, as the value of the alternative
benefits is, on the average, nearly the same as that of the benefits
above mentioned.

This allowance is reduced in the case of unmarried persons under
21, in the case of men, to 6s. a week during the first 13 weeks and 5s.
a week during the second 13 weeks, and, in the case of women, to
5s. a week and 4s. a week respectively for these periods.

I t is also reduced in the case of persons who are between the ages
of 50 and 60 at the time of becoming employed contributors, in the
case of men to 7s. a week for the whole period of 26 weeks, and in
the case of women to 6s. a week for the whole period, and for persons
over 60 at the time of becoming employed contributors, in the case
of both men and women to 6s. a week for the first 13 weeks and 5s.
a week during the second 13 weeks.

Maternity Benefit.—This benefit is now extended to the wife of
an insured person notwithstanding that she is herself an insured
person.

The medical and sanatorium benefits remain unchanged, and
according to our original instructions have been taken as equivalent
to 6s. per head per annum, and 1s. 3d. per head per annum respectively
throughout life.

CONTRIBUTIONS.

6. The rates of contribution necessary to provide the benefits for
persons entering insurance at age 16, we now estimate as follows :

TABLE A.

Contributions at Age 16 for Minimum Benefit.
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These contributions are to be payable up to age 70, and are
computed on the assumption that they will not be payable during
the sickness or unemployment of the contributor.

7. In estimating these contributions the same assumptions have
been made as to the rates of mortality and sickness as in our previous
Report. As stated in paragraph 45 of that Report we consider that
any saving that may be effected by the sickness benefit not com-
mencing until the fourth day of sickness must be kept as a margin,
and without this margin we do not consider that the rates of sickness
employed in our calculations are applicable to the conditions of a
national scheme as set out in the Bill. As regards the estimated cost
of the medical and sanatorium benefits we are of opinion that no
larger sum than that assumed, namely, 7s. 3d. per annum for these
combined benefits, can safely be set aside out of the proposed con-
tributions, and that the whole margin between the estimated
contributions and those actually payable under the Bill should be
regarded as available to meet the heavier rates of sickness and
disablements which must be expected in a certain number of societies.
Unless this margin is retained it is probable that a considerable
number of societies will show deficiencies upon valuation, and this
might endanger the success of the scheme.

INITIAL RESERVE VALUES.

8. The aggregate initial reserves, computed in accordance with
the principles explained in paragraphs 73 and 74 of our Report of
20 May last, we estimate as shown in the following Table B. These
sums include the estimated capitalised liability in respect of women,
married at the commencement of the scheme, who will eventually
come into insurance during widowhood with title to full benefits.

TABLE B.

Estimated Aggregate Initial Reserve Values.
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9. The estimated number of years required to liquidate the
initial deficiencies represented by the above aggregate reserve
values is as follows :

In computing these terms of years the figures for the Navy and
Army have been included in the figures for England.

INCOME FROM CONTRIBUTIONS.

10. The estimated aggregate contributions to be received from
employers and insured persons who are members of approved societies
in successive years is shown for each country in Table VII. The
figures there given, however, include the special contributions of 1d.
per week per head, to be paid by the State in the cases of employed
persons whose wages are under 2s. a day, as provided in clause 6 of
the Bill

ANNUAL COST OF BENEFITS.

11. Tables VIII to XI show the estimated annual cost in
respect of the " minimum benefits " for England, Wales, Scotland,
and Ireland. These figures do not include the sums that will be
payable in respect of the maternity benefit in the case of the Navy and
Army, and which may be taken approximately at £28,000 per annum.

The estimated annual cost of the " maximum benefits", including
cost of administration, is shown in Table XII. The principle upon
which these " maximum benefits " are determined is explained in
paragraph 82 in our Report of 20 May last. As in the case of the
" minimum " benefits they do not include the figures for the Navy
and Army.

MARRIED WOMEN VOLUNTARY INSURERS.

12. Neither the statement of contributions given in Table VII,
nor the statements of the cost of benefits in Tables VIII to XII
take any account of those women contributors who, upon marriage,
may elect to continue insurance under clause 41, upon the reduced
scale of contributions and benefits provided for this class. There
are, obviously, no means of estimating what proportion of women
will so elect to continue insured, but the number may be considerable.
These insurances will not affect the amount of the initial deficiencies
represented by the aggregate reserve values in Table B, nor the
terms required to liquidate these deficiencies. They will, however,
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affect the amount of the annual State subsidy, representing one-
fourth of the annual payments for " maximum " benefits.

On the basis of the rates of marriage of spinsters and widows
respectively, given in our Report of 20 May last, the annual number
of marriages among contributors to the scheme, where the married
woman is not an " employed person", will be approximately 150,000,
and if in one-half of these cases the contributor elects to continue
insured under clause 41 there will, in the course of 10 years, be nearly
700,000 such insurances subsisting, representing an annual income
from contributions of about £450,000, and an expenditure on account
of benefits of somewhat less than this sum.

AMOUNT OF STATE SUBSIDY.

13. The estimated annual charge in respect of the State pro-
portion of the " maximum " benefits and cost of administration in the
four countries is shown in Table XIII. The figures there given are
exclusive of those having reference to the Navy and Army and to
the additional State contributions of 1d. a week in the case of
employed persons whose wages are under 2s. a day. These sums are,
however, given in Table XIV showing the annual amounts of the
State subsidy for the United Kingdom. The figures for the additional
contributions in respect of low-paid labour have been deduced from
figures furnished to us by the Local Government Board, but we have
no means of distributing them among the four countries.

14. The amount of the State subsidy, as shown in Table XIV,
will also be increased by the State proportion of the benefits paid
out to deposit contributors and of the benefits paid to married
women voluntarily insured. As regards the first of these items it is
not practicable to determine what proportion of the contributions
paid in to the Post Office by deposit contributors will be claimed in
the form of benefits. In the early years of the scheme's operation
the sums so paid out must necessarily be less, and may be con-
siderably less, than the contributions paid in, but in later years
the outgo may very well reach the level of the income, or possibly
exceed it. As already stated, however, there are no means by which
the number of deposit contributors in future years can be estimated.
On the basis of the estimated numbers at the commencement of the
scheme, as given on page 1 of the Report, it would seem probable
that the annual cost to the State in respect of deposit contributors
will not exceed £250,000 per annum, and is not likely to exceed
about half that sum in the first financial year.

15. The cost of the State proportion of benefits in the case of
-married women voluntary insurers has not been included in Table
XIV owing to the impossibility of making any trustworthy estimate.
In the nature of the case the cost must be insignificant at the outset,
"but, on the assumption that one-half of those who upon marriage
are entitled to remain assured upon the reduced scale of benefits
will so elect, the cost to the State 10 years from the commencement
of the scheme may reach about £150,000 per annum, the exact sum
depending not only upon the numbers exercising their option to
remain insured but also upon their average age at marriage.
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16. If rough estimates of the cost made in the above manner of
the State proportion of benefits in the case of deposit contributors
and married women voluntary insurers may be taken as reasonable,
the result will be to raise the estimated cost to the State, as shown
in Table XIV, approximately to the following amounts :

Estimated Total Cost of State Subsidy.

17. In submitting the above further estimates we wish to point
out that
fications

they must be taken in connection with the various quali-
described in our Report of 20 May last.

We have the honour to be,
Your Lordships' obedient Servants,

GEORGE F. HARDY,
FRANK B. WYATT, Actuaries.
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TABLE I.

Estimated Number of Persons becoming Members of Approved
Societies as at 1 May 1912.

ENGLAND.

Men.

Women.
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TABLE II.

Estimated Number of Persons becoming Members of Approved
Societies as at 1 May 1912.

WALES.

Men.

Women.

https://doi.org/10.1017/S0020268100025828 Published online by Cambridge University Press

https://doi.org/10.1017/S0020268100025828


1912.] National Insurance Act. 73

TABLE III.

Estimated Number of Persons becoming Members of Approved
Societies as at 1 May 1912.

SCOTLAND.

Men.

Women.
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TABLE IV.

Estimated Number of Persons becoming Members of Approved
Societies as at 1 May 1912.

IRELAND.

Men.

Women.
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TABLE V.

Estimated Number of Persons becoming Members of Approved
Societies as at 1 May 1912.

UNITED KINGDOM.

Men.

Women.
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TABLE VI.

Estimated Number of Members of Approved Societies (Contributors under
age 70).

ENGLAND.
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TABLE VII.

The Aggregate Contributions to be Received from Employers and Insured
Persons, i.e., Members of Approved Societies, in the under-
mentioned years. ENGLAND.
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TABLE VIII.

Total Amount required in each of the wider-mentioned financial years
to meet the Cost of the various ' Minimum Benefits."

ENGLAND.

Men (Compulsory).
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TABLE IX.

Total Amount required in each of the undermentioned financial years to
meet the Cost of the various Minimum Benefits."

WALES.
Men (Compulsory).
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TABLE X.

Total Amount required in each of the undermentioned financial years to
meet the Cost of the various "Minimum Benefits."

SCOTLAND.
Men (Compulsory.)
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TABLE XL

Total Amount required in each of the under-mentioned financial years to
meet the cost of the various "Minimum Benefits."

IRELAND.
Men (Compulsory).

VOL. XLVI. Ghttps://doi.org/10.1017/S0020268100025828 Published online by Cambridge University Press

https://doi.org/10.1017/S0020268100025828


82 National Insurance Act. [JAN.

TABLE XII.

Annual Expenditure for "Maximum" Benefits and Cost of
Administration.

ENGLAND.
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TABLE XIII.
Annual Charge In respect of the State Proportion of Maximum " Benefits

and Cost of Administration.

ENGLAND.
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