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D What Sort1 of Life Jnsurance ?

ANALYSIS of the respective merits of the participating 
and non-participafing plans written by an actuary, so 

that the prospective investor in life insurance may not, in his 
perplexity, fail in his duty to take some kind of insuranceANY i

i
By M. P. LANGSTAFF, A.I.A., F.A.S.

HE government blue book of life insurance now 
gives the amounts of insurance held by Canadian 
life companies, as distributed between participating 
and non-participating contracts. Following is a 

table showing the respective amounts held by the various 
companies, and the ratios of the non-participating busi­
ness to the participating at the end of the year 1912 :

But quite frequently factors other than that of right 
or suitability operate to make the majority, and the ques­
tion cannot be determined so easily. To participate or 
not to participate is a problem that every investor in life 
insurance has to solve, and is, moreover, one which he 
frequently finds difficult of solution» He is told on pre­
sumably reliable authority that the participating policy is 
the policy par excellence. By some one else, whom he 
thinks equally reliable, he is ardently assured that non­
participating insurance is the only sure and certain invest­
ment. Is it any wonder that he sometimes ends up by 
taking the un wisest step of all—that of neglecting in­
surance altogether, and leaving his family to bear the 
risk of his death.

It is our intention here to discuss the pros and cons 
of participating and non-participating insurance, and, if 
possible, place the investor in a position to grasp the 
fundamental differences between these two methods, so 
that he may apply his owp unbiased judgment to the solu­
tion of the problem in his own individual case. ••

Reasons for Price Difference.
To get down, at the outset, to bed-rock principles, 

let us consider the reasons for the difference in the price 
of the participating and non-participating contract. 
Mortality, interest, and expense are the main elements 
upon which premiums are based. To protect the company 

- against future insolvency and to ensure its continuance as 
a permanent institution, the first and fixed requirement is 
that the premium be adequate to meet the obligations l 
assumed by the company. That is, in estimating these 
elements—future mortality, interest, and expense—great 
care must be used that the mortality assumed is not 
lighter than that to be expected ; that the estimated in­
terest /ate falls below that which may with certainty be 
counted upon ; and that full allowances be made for all 
items of expenditure. All three estimates, therefore, 
must be very conservative, provision being made for all 
possible adverse fluctuations.

From what has been said, it will be readily seen that 
company charging a premium based on these ultra-
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16.69$745,378*135 $124,412,673LTD.
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If the majority were always in the right, we would 

have no hesitation whatever in saying which was the 
better form of insurance, participating or non-participating, 
for we see that the ratio of total non-participating business 
to total participating business is only 16.69 P61- ccnt-
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