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EMPLOYERS' LIABILITY BUSINESS IN UNITED 
KINGDOM: COMPANIES HEAVY LOSSES.

(Vont Magazine, London).

We are now in a position to submit to our retders the 
approximate results of the employers' liability it suranve 
business transacted within the Cnlted Kingdom in respect 
of the third complete year of operations since the Work
men's Compensation Act of 1906 came into force..................
The result Is extremely discouraging; but we are Inclined 
to think that, bad as it Is. It hardly represents the whole 
truth. It is, of course, possible that In setting aside 40 per 
cent, of the premiums for unexpired risk on an Income of 
which a large portion Is payable on or about July 1st. and 
Pi respect of rates calculated to provide for claims at 60 
per cent., the majority of the Offices theoretically are 
capitalising a certain amount paid for commission at the 
commencement of the year of risk, and this sum on tne 
total premium reserve I amounting to £916.036) of tne 
Offices under consideration might represent mughly £1.»0. 
000. although, as will be shown presently, inadequacy in 
the’provision for claims may readily absorb this. Hut it 
would probably be found that the expense ratio of about 
36 13 per cent, does not entirely cover the cost of ad 
ministration, and that with some of the Offices the Work 
men's Compensation Department is. consciously or urn 
consciously, subsidised at the expense of other lines of 
Insurance. We hold the theory that workmen s compensa 
tlon Insurance, whose leading features are the high fre
quency of small claims in respect of relatively ^ policies, 
compensation payable mainly in instalments, and the need

| of continuous scrutiny and supervision, entails a cost of 
administration proportionately much higher than th it 
In other classes of insurance and practically incapable of 
being allocated to the expense of claim settlement, although 
connected with It. An examination of the results obtained 
by some of the leading British Fire Offices Indicates that 
in their enormous volume of business an outgo of f 11 hi 
claims is accompanied by administration expenses of about 
£7. It Is hardly reasonable to suppose that workm n s 
compensation insurance, with the features already in
dicated. can be carried on with a lower proportion between 
looses and cost of administration than a business of which 
the charac teristics are rather the occasional payment of 
substantial sums in respect of a large number of risks 
Hence we do not Imagine that If a company confined its 
operations solely to workmen's compensation insurmce it 
would be possible for it so to restrict Its administration 
expenses that they should represent only £6 'or each 
£11 of compensation, as would appear from the accounts 
themselves.

. . . Figures indicate that In spite of the trained Judg 
ment exercised by workmen's compensation underwriters 
It Is impossible to forecast the ultimate cost of claims 

workmen. The reserves for cla ms which arose Inamong
1910 amount to about £69C '00 If these he insuffi lent by 
only 2ft per cent, a further £138.000 should be added to th- 
claims to date, and the claim ratio would be swelled from 
67.38 to 69.22.

There seems to be no reason why this form of in
demnity should be supplied to the public below cost price, 

for the sake of cultivating other departments of In
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