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LIMITATIONS TO GROUP INSURANCE

HEN the Insurance Department last fall agreed to issue
licenses for the writing of group insurance, the move
was looked upon with favor by insurance companies and by
manufacturers, both of which had in various ways urged
upon the department the desirability of the step. The
promptness with which some of the companies solicited busi-
ness, and the numerous contracts which have already been
put into force, indicate the interest and knowledge which
had accumulated, and the extent to which the companies had
prepared. It is well to consider, however, some factors which
prevent group insurance from being a certain remedy ‘for in-
dustrial problems, or perhaps even a remedy at all.
Organized labor has continually been hostile to group in-
surance, regarding it as a further bond between employer
and employee, and therefore an influence which weakens the
power of the union, which aims to solidify the workers in a
trade against the employers as a whole. Apart from this, how-
ever, and provided that other conditions of work are the same,
the protection afforded by a group contract is clear gain to
the employee, the arrangement being such that it costs him
nothing, gives him something which has a definite and con-
siderable money value, and does not prevent him in any way
from leaving his employer when he desires to do so.

The advantages to the employer, upon whom falls the
entire cost under the practice adopted in Canada, is not so
certain. Like all other “welfare” arrangements adopted for
the betterment of industrial relations, it is at the least doubt-
ful if the employee fully appreciates the value of the bene-
fits extended. Anything which savors of charity is not in
accord with the stand taken by labor organizations, which
seek to elevate the position of the worker by their own
bargaining power. So long as only a small proportion of firms
protect their employees in this way, they will, of course, gain
by a reduction in the cost of labor turnover. But a wholesale
adoption of group insurance would probably reduce still
further the profits of manufacturing in Canada; the outlook
for these profits is not good, in view of the decline in prices
which is certain to come, the high costs of production, and
the probability that tariff protection will to some extent be
removed by the political developments which are now antici-
pated.
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From the public point of view, again, group insurance
can be looked upon only as a step in the direction of state
insurance, an institution which has many elements of evil,
though some benefits are apparent from a casual considera-
tion. Life insurance protection enjoyed by employees of a
few concerns, will be demanded by those who are not so
benefited, and the no-cost feature established by precedent of
private firms has substantial political possibilities, such as
have been effective in bringing provincial workmen’s compen-
sation acts into effect.

Even to insurance companies this class of business is not
entirely satisfactory, for experience in the United States was
not profitable. It is only the largest companies which have
felt sufficiently strong to accept group insurance contracts.
The disadvantages have been well stated by the North Am-
erican Life Assurance Co., in a circular addressed to their
agents, as follows:—

A1t is just as well to point out that both from a company
and an agency point of view there are two sides to this ques-
tion. From the company’s point of view there is the con-
sideration that the premiums charged, if made competitive,
are so low as to reduce the margin of prespective profit to a
minimum. As a matter of fact, while the comparatively few
American companies transacting this business had up until
last year claimed a slight profit, the influenza epidemic en-
tirely wiped that out, so that the business as a whole must
up to the present time have netted a loss. One has to con-
sider, too, that a company is compelled to assume a tremend-
ous obligation and to build up a liability without the creation
of any reserve fund. It is indeed a matter for the most seri-
ous consideration, whether our Canadian companies are large
enough to accept the liability involved in the transaction of
group insurance on any scale. Nor should weé overlook the
fact that the overhead charges necessitated through the ap-
pointment of inspectors and men in the field and at home
office competent to look after the business makes the cost
alone prohibitive unless a very considerable business is done.
In brief, the chances of a substantial loss to the company are
great, while the margin of prospective profit is extremely
small. Furthermore, it should be remembered that in the
United States where group insurance was initiated only a
few companies have up to the present time considered it wise
to venture into the field. At the present time only the very
largest and a very few of them are engaged in it. Ordinary
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