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Actuarial Report on Health Insurance
in Great Britain®

The Government Actuary has just completed a valuation of the
assets and liabilities of the approved societies and their branches
which administer National Health Insurance in Great Britain and
Northern Ireland : this is the third valuation which has been'made
in the history of the scheme.

In order to understand the purpose and results of the valuation,
one must know at least the essential features of the National Health
Insurance Scheme. All employed persons earning less than £250 a year
are liable to compulsory insurance. There is a uniform contribution
for all men (9d. weekly) and another for all women (814d. weekly),
irrespective of age or wages. The contribution is shared equally be-

! MiniSTRY oF HEALTE : National Health Insurance. Report by the Government
Actuary on the Third Valuation of the Assets and Liabilities of Approved Societies.
Cmd. 3978. London, M. Stationery Office, 1931. 97 pp.
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tween employer and insured person, and the State pays one-seventh of
the cost of men’s benefits and one-fifth of the cost of women’s. These
resources are calculated to provide cash benefits, namely, sickness
benefit (15s. a week for men and 12s. for women during twenty-six
weeks), disablement benefit (7s. 6d. a week for men and women for
duration of incapacity after twenty-six weeks), and maternity benefit
(lump sum of 40s. for uninsured wives of insured men and 80s. for
insured women), and also medical benefit (medical treatment and
supply of drugs whenever and as long as necessary).

When the scheme was introduced in 1911 insured persons were
free to group themselves together to form approved societies for the
purpose of collecting their contributions and paying their benefits.
Consequently the old voluntary mutual benefit societies (friendly
societies) and the trade unions established approved societies for their

. compulsorily insured members, while the insurance companies which
undertake burial insurance for the working class created societies
for their clients. Insured persons are free to join any society which
will admit them, and a society is free to- reject any candidate except
on the ground of age. Discrimination against elderly candidates
is thus avoided and is rendered unnecessary by the provision of
“reserve values’: when a candidate is admitted to a society, the
latter is credited with a reserve value equal to the probable surplus
of contributions over benefits which would have enured in respect of
him if he had entered the society at the age of sixteen. The reserve
values are provided out of a common fund which is fed by the levy of
a fixed amount on every contribution paid. As regards the age distri-
bution of their membership, therefore, societies are on a footing of
equality. Selection occurs, however, in other respects. Thus, although
societies rarely refuse candidates on the ground of ill-health, the
membership of some societies is wholly or largely composed of
persons in certain occupations of an abnormally healthy or unhealthy
character. Again, occupational grouping means that some societies
experience more unemployment and heavier loss of contributions
than others. Finally, some societies are more efficiently administered
than others. It was foreseen at the time when the scheme was framed
that a certain degree of selection would occur ; it was indeed considered
that, since all risks, both good and bad, had to pay the same contribu-
tion, the good risks should be free, if they chose, to segregate them-
selves. It was also foreseen that the consequences of segregation
would be that some societies would have a surplus of income over
expenditure, while others would experience a deficiency. The societies
enjoying a surplus are able to provide themselves with benefits addi-
tional to those prescribed by statute. Deficiencies are met in the
first place by recourse to the contingencies fund which every society
is required to maintain. In so far as this fund proves insufficient, the
society may claim assistance from the Central Fund, to which all
societies contribute ; assistance, however, is not granted if the deficiency
is due to inefficient administration. If the contingencies fund is
exhausted and assistance is not forthcoming from the Central Fund,
a society in deficiency must levy an additional contribution or reduce
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its benefits below the statutory rate. The object of the actuarial
valuation, which takes place at intervals of about five years, is to
establish the amount of the surplus or deficiency resulting from the
operations of each society during the interval.

MoveEMENT oF INSURED PopuLaTION

The third valuation covered 7,608 approved societies and branches
having a membership of 16,380,143, of which 10,816,420 were men
and 5,568,728 were women. The main body of societies, comprising
13,416,684 persons, was valued as at the end of 1928. The remainder
were divided into two groups with memberships of 2,440,466 and
522,993 and were valued at the end of 1927 and 1929 respectively.

The number of insured persons had grown by 1,647,700 since the
previous valuation; the increase to be expected from the normal
growth of the population, however, was only 700,000. The difference
of over 900,000 is attributed to several causes. The opportunity
offered by the Contributory Pensions Act of 1925 to insure voluntarily
for old-age and survivors’ pensions in conjunction with sickness benefit
has been taken by 245,000 voluntary contributors. By an amendment
of 1928, unemployed persons were enabled to retain membership
without paying contributions during an average period of twenty-one
months instead of twelve months as fornierly : the operation of this
provision swelled the membership by a further 280,000. There remain
still 400,000 to be accounted for. This balance is attributed mainly
to the development of new industries and to the increase in the propor-
tion of women who remain in industry after marriage. While the
number of men has increased by 10.3 per cent. and that of all women
by 13.3 per cent., the number of married women has risen by 23.8 per
cent.

These new members are very unequally distributed over the
various types of society, as the following table shows :

Membership (000’s)
i Percentage
Type of society h
? Second Third tacrease
valuation valuation

Friendly societies with

branches 3,011 3,126 9.6
Friendly societies without

branches 3,426 3,933 14.8
Insurance companies’

societies 6,592 7,602 15.3
Trade unions 1,466 1,471 0.3
Employers’ provident

funds 101 112 11.0
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VALUATION RESULTS

General Results

The outstanding result of the valuation is that, in spite of the
direct and indirect effects of the economic depression which had been
in operation throughout the period under review, 7,001 societies and
branches comprising 15,222,143 members were found to have accu-
mulated surpluses totalling £36,638,844 and averaging £2.41 per
member. Only 418 societies and branches, with a membership of
722,131, were found to be in deficiency, the amount of which was
£847,667 or £1.17 per member. Assets and liabilities were found
to be equal in the case of 189 societies and branches with 435,869
members.

Surpluses

Effect of Sex Distribution of Membership.

Some societies insure one sex only, while others insure both,
but of the latter a growing number have created entirely separate
funds for men and for women : in fact, at this valuation 72 per cent.
of insured persons were members of societies insuring one sex only
or possessing separate funds for each sex, as compared with 46 per
cent. at the previous valuation. The average amount of surplus for
men insured separately was £2.76 and for women insured separately
£1.11, while for men and women in common insurance it was £2.99.
The contrast between the first two figures is very striking but fairly
indicates the difference in the sickness experience of the two sexes.
The third figure, which is in apparent contradiction with the others,
is explained by the fact that the societies founded by insurance com-
panies, which, as is shown below, have rather low surpluses, have only
a slight proportion of their members in common insurance.

The Results according to Type of Society.

When classified according to type of society, as in the accompanying
table, the valuation results show that the average surplus per member
varies between £3 and £4 in all types, except the societies founded
by insurance companies. The latter, however, consist mainly of
two blocks of associated societies having memberships of 2 million
and 1% million respectively : in the larger block the average surplus
was about £3 per head — only a little below the average for the other
types of society — but in the smaller it was only about £1. Heavier
sickness claims and loss of contributions from unemployment do not
entirely explain this low figure, which seems to call for further inves-
tigation.
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RESULTS OF VALUATION ACCORDING TO TYPE OF SOCIETY

‘ Valuation showing:

Surplus Equality Deficiency
Type of society Membership Amount Membership Membership Amount
‘Waomen Women Women
000’s | per | £000 |AVY%| 000%s | per | 000's | per | £o0p |Averase
cent. cent. cent.

Friendly societies
with branches | 2,885] 24 9,361 | 3.24 138 23 124 44 189 1.52

Friendly societies
without bran-

ches 3,585 31 11,1(}9 3.14 61 26 314 24 421 1.25
Insurance com-

panies’ sncieties | 7,429 41 [11,457| 1.54 234 90 20 95 6 0.32
Trade unions 1,200 14 {4,221 349 | 3 0 | 264 | 33 | 231 | 088

Employers’ pro-
vident funds 114 28 4301 3.77 0 —_ 0 — —_ —

All societies |15,222| 33 [86,638] 2.41 436 58 722 32 347 1.17

Schemes of Additional Benefils.

Societies which are found on valuation to possess a surplus may
use it during the next five years for the provision of benefits additional
to those which the law prescribes. Not the whole of the surplus may
be so applied, however, but only such portion as would leave a safe
margin when regard is had to the trend of claims in the society con-
cerned.

The surplus which the actuary has declared disposable for the pro-
vision of additional benefits amounts to £19,811,266, or a little over
half the gross surplus. The large sum thus kept in reserve will enable
societies to maintain their additional benefits at a constant rate not
only during the next five years, but during the quinquennium following
the fourth valuation, if, as is possible, future experience is less favour-
able than past.

Societies having a membership of 9,484,819 men and 2,103,325
women will be able to provide additional benefits during the coming
quinquennium. On the other hand, societies having a membership
of 1,331,601 men and 8,460,398 women will be unable to provide such
benefits. As compared with that resulting from the second valuation,
the present situation is less favourable ; 21/ million persons have had
their benefits increased, 21 million have had them maintained,
41, million have had them reduced, and one million have had them
discontinued.
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Each society which has a disposable surplus draws up its own
scheme of additional benefits, which is, however, subject to the
approval of the Ministry of Health. On the supposition that the soci-
eties concerned share their surplus equally between increases in the
legal cash benefits and the provision of additional curative benefits,
11,588,144 men and women members would obtain on the average :

an increase of 3s. 8d. a week in sickness benefit ;

an increase of 1s. 10d. a week in disablement benefit ;

an increase of 7s. 4d. (or 14s. 8d., as the case may be) in the lump-

sum maternity benefit ;

curative benefits to the value of 4s. 11d. a yeur.

Deficiencies

Methods of Meeting Deficiencies.

The 50 societies and 368 branches which were found to be in
deficiency had a membership of 722,181, or 4.4 per cent. of the insured
population, and the total amount in deficiency was £847,667.

In the case of branches, the deficiency is chargeable against the
contingencies fund of the society of which it forms part. This fund
was found to be ample for the purpose, save in the case of one society,
which had 85 branches still in deﬁuency after exhausting the contin-
gencies fund.

In the case of the societies, the contingencies fund of the society
concerned was found adequate to meet the deficiency in 27 out of the
50 societies. The remaining 283 societies (together with the 85 branches
just referred to) had, after exhausting their contingencies funds, a total
deficiency of £502,969 in respect of which they may seek assistance
from the Central Fund.

Causes of Deficiency.

The most prominent causes of the deficiencies are the heavy claims
for sickness and disablement benefits, especially from women, and the
shortage of contributions owing to unemployment. The influence of
these factors, which has been felt by all the societies in some degree,
- and’is dealt with generally below, was experienced with greater force
by the societies in deficiency. In some of the latter, however, this
influence was aggravated by defective administration.

Ry

Prorirs AND LoOsSEs

The valuation of the assets and liabilities of approved societies
is carried out on the basis of certain actuarial expectations, relating,
for example, to the movement of the insured population, the amount
of contributions, and the expenditure on cash benefits.

The most .important factors of profit and loss on the valuation
estimates relate to benefit claims, contribution income, and
investments. ’
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Benefit Claims

The sickness and disablement expectation, on which the valuation
is made, is, in the case of men, in close accordance with the experience
of the Manchester Unity in the period 1893-1897. In the case of
women, the basis is the experience of sample societies in 1923, loaded
to the extent of 10 per cent., separate rates being calculated for
unmarried and for married women: the unmarried women’s basis
allows for 25 per cent. and 65 per cent. more weeks of sickness benefit
and disablement benefit respectively than does the men’s basis, while
the married women’s basis allows for 140 and 60 per cent. more weeks
respectively. Although the normal rates of benefit are reduced in re-
spect of contributions in arrears (unless due to genuine unemployment),
it is mathematically impracticable to take this fact into account;
the expected cost of benefits is thus calculated on the assumption that
the full rate would always be payable to insured persons, with the
consequence that the expectation is slightly too high.

The following table contrasts the expected with the actual expen-
diture of societies on sickness and disablement benefit during the
quinquennium.

Sickness benefit Disablement benefit
Sex Expected Actual Actual as Expected Actual Actual as
percentage percentage
of of

£000,000 expected £000,000 expected

Men 43.1 39.6 92 21.4 19.3 20

Women 18.9 19.7 104 8.5 11.8 138

Total 62.0 59.8 96 29.9 31.1 104

The Actuary makes the following comment on this table :

“When the experience of the inter-valuation period is taken as
a whole, the position in regard to the claims of men appears to be
not unsatisfactory, but so far as women are concerned a different
conclusion must be reached. An over-all excess of 4 per cent. in the
claims for sickness benefit is sufficiently disturbing, bearing in mind (i)
that in the case of many societies and branches the claims, even among
women, have been well within the valuation provision, and (ii) that
the calculation has been made on the assumption that full benefits
have been paid in all cases, irrespective of the effect of arrears; an
excess of 88 per cent. in the cost of disablement benefit is a matter
of grave import, indicating, as it does, that the claims for this benefit
have been almost universally heavier, and in many cases very much
heavier, than the provision made for them. »
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The Actuary points out, however, that, as this table gives the
results of the whole quinquennium, it cannot show what the trend
of claims has been within that period. In fact there has been a marked
trend in the direction of heavier claims, so that, for example, in 1927
and 1928 the rclation of expcctation to experience i less favour-
able in the case of men and more unfavourable in the case of women
than the table would suggest.

The results of the last quinquennium have already been such
that the additional benefits available for women must, over a wide
field, be either diminished very materially or even discontinued alto-
gether. With the present trend of claims, serious deficiencies are
likely to occur among women’s societies at the next valuation.

The Actuary therefore considers that the whole financial basis
of women’s insurance should be revised. The expenditure on women’s
benefits must be reduced by 20 per cent. if the present rate of contri-
bution is to be maintained. A reduction of this order of magnitude
cannot be expected to result from any improvement in the present
methods of medical certification and supervision of claims. He there-
fore proposes that contributions be slightly increased, and that benefits
be appreciably reduced. Those approved societies which have not
already done so should be encouraged to create separate funds for
their women members.

Contribution Income

The valuation basis provides for the non-payment of contributions
during periods of sickness, and also during 2.6 weeks of unemployment
per person per annum. During the last quinquennium societies have
suffered a considerable loss of contributions on account of unemploy-
ment, especially in respect of their male membership. In fact the
aggregate contribution income is less by £7,000,000, or 6 per cent.,
than the valuation requirement. This loss is compensated for partly
by the payment of arrears penalties by the insured, partly by grants
from the Unclaimed Stamps Fund (the balance of stamps sold over
the stamps affixed to insurance cards) and partly by the reduction
of the rate of benefits payable to persons whose contributions are in
arrear. The net loss is estimated at between £2,000,000 and £3,000,000.

Investments

The valuation was made on the assumption that the revenue from
the investments of approved societies would represent an average
rate of 4 per cent. In reality, however, the funds of societies have
earned rather more than this figure, between 434 and 5 per cent., and
the profit thus realised has contributed considerably to the growth of
the surpluses.

Moreover, the market value of investments has increased to the
extent of nearly £1,000,000. This source of profit, however, has not
been taken into account in assessing the surpluses available for the
provision of additional benefits.
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CoNCLUSIONS

In concluding his report, the Government Actuary refers to certain
features in the present situation of national health insurance which
evoke anxiety. The claims for sickness and disablement have been
rising in recent years to a level which precludes the expectation of
any large amount of further surplus from savings, and, in the case
_of women, results in a loss of such dimensions as to call imperatively
for measures of reconstruction. The health of the population is
doubtless affected in some degree by economic conditions, but cannot
be admitted to vary with them to such an extent as to explain the
increase in claims. Moreover, it is conclusively shown by the results
of a survey recently made by the official medical referees of a sample
of the claims that causes of excess which are definitely controllable
have been in operation. It is evident, therefore, in the circumstances,
that serious tasks rest upon those responsible for medical certification
and for the supervision of claims. As regards the loss of contributions
on account of unemployment the Actuary suggests with great reluc-
tance that “ the action taken in 1928, when costly concessions in respect
of arrears of contributions were granted in cases of proved unemploy-
ment, may need reconsideration at an early date if a substantial
improvement in the industrial situation does not emerge. The present
position is that, while full benefits are being paid to the great mass
of the insured whose normal occupation is employment, less than
90 per cent. of the contributions required to support these benefits
are being collected.

On the other hand, however, the Actuary admits that the pre-
dominant feature of this valuation is the magnitude of the aggregate
surplus and -the substantial additional benefits which it will provide
for a large proportion of the insured population. It is true that on
the whole some reduction from the level of additional benefits attained
on the second valuation has been necessitated, but in.many cases these
benefits are still considerably greater than anything which was en-
visaged when the scheme was framed. -

The Agricultural Labour Situation
in Hungary

The Hungarian Chamber of Agriculture has recently published its
annual report for 19301, a section of which is devoted to labour.
The position of wage-paid landless agricultural workers in Hungary,
who constitute the largest group in the national working population,

! ORrsz460s MEZOGAZDASAGI Kamara: Evi jelentése az 1931 évi junius ho
17-iki hézgyiilése elé. Budapest, 1931. 390 pp. .





