- influence ; and still ot
- dian companies, are opgrated so lackadaisically and loosely

: paxrticipating policy

every one of these three basic elements.
Assume a company’s premiums are based on the ass
tion that the future rdte of interest to be earned is 3 per
cent. Assume that
course of 20 years is
mulated at 3 per cent. compound interest for 2
amounts to $2,767.60;lat 5 per cent. interest to §

much léwer than the
putation of the prem
ment, substantial sayifigs would accrue from the very
adequate ‘‘loadings’’ fpor expenses. -

Slightly Higher Premiums.

The participating| policyholder, by paying a slightly
higher premium, is engbled to share in these 'profits, But
the non-participating golicyholder, although paying a rate
on stringently computed factors, ‘receives merely the
guaranteed amount of! his policy, and all profits derived

from his’ payments ai'fe diverted to the general funds of

the company. R .

True, the rate of commission paid on participating
insurance is usually.slightly higher, but if the company is
managed efficiently, this increased expense is merely a
bagatelle compared tp the earnings from the sdurces
enumerated above.

““Managed efficieqtly.”” In those two words lies the
whole crux of the situption. There are, of course, many.
dégrees of managemént and mismanagement. Certain
companies are so effidiently managed in all departments
that ‘‘he who runs mdy read’’ that a participating policy
is easily the better cdntract for the insured; others are
managed efficiently in pome respects, but poorly in others,
the efficient element,| however, having a preponderant
rs, but these are féw among Cana-

that while, owing to governmental regulations and re-
strictions, either policy], the participating with its potential
or-impotential earning power or the non-participating
with its bare guarantges, may be absolutely safe, yét the
11, in this instance, be the essence
of barrenness and sterflity and prove the dearer insurance.

Bias‘Against This Insurance.

Perhaps one of the strongest reasons for th¢; bias
which many people have against pasjicipating insurance,
is the fact that many companies in the past, either through

B
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ignorance, overdue optimism, or intentional deception,
made surplus estimates impossible of realization. Thejr
actual results may have been good, may have made the
net cost of insurance far below that furnished by the non.
participating contract, and yet may have fallen far below

7 those roseate estimates of the past. It is, of course,

difficult for any company to make very close estimates of
" future results, as they depend on se many variable and

. changeable factors, on the uncertainties of the future.

Even allowing for this, however, there is no' doubt that
many companies have grossly erred in issuing estimates
impossible of fulfilment.

If conservativeness had always been the keynote in
the computation of those estimates, if the figures sub-

L207/CI124TING
*7225378/35

WV L2071C/47IVG,
B/ 242/ 2673

How the life companies’ business islivided.

mitted for probable future results had been worked out
with the same degree of caution as that employed in re-
spect to the calculation of premium rates, the companies
in question would not now hive their long lists of
querulous and complaining policyholders. Their resultsy
if good, would have appeared even better, when compared
with their conservative estimates in the past ; their results,
if bad, would not have appeared decidedly worse by con-
trast to those chimerical figures published years ago.
They were too shortsighted to look far erough into the
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Canapa | 128 397 732
CONVFEDERATION | 52:326855
GorarWEST bt 539355
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