CASH BENEFITS UNDER VOLUNTARY DISABILITY
INSURANCE

EvLizABETH L. OTEY *

Disability is a major causoe of depondoncy and
insecurity. It ontails both the loss of carnings
and the expense of medical care. On an average
day, 5 to 6 (or possibly 7) million persons are in-
capacitated for work or other usual activities by
reason of disabling physical or mental illness.
The widesprend oxtent of this disabloment gives
an idea of tho social problom involved. Tho loss
of wagos by workers who aro in tho labor market
ia estimated at upwards of $1 billion annually.
The expenso of medical care amounts to more than
3 billion a yoar.

The costs and losses that make up this aggregate
of more than $4 billion are borne in a number of
ways. Of the $3 billion or more in medical ox-
penditures, including payments for professional
services, for hospitals and public-health services,
medicines, and the like, families pay diroctly ap-
proximately 80 percent. Govornment defrays
about 16 percent, industry about 2 percent, and
philanthropy about 2 percent. The share borne
by families is paid, for the vory large part, on a
foo-for-scrvico basis,

Two characteristics of disabling sickness stand
out sherply: that while the frequency and dura-
tion of sickness mny not be predicted for the
individuel, both are capable of measurement for
the population as a whole. Various studies of
the health of the population give data from which
valid estimates may bo drawn. ‘Thoe most recent
of theso surveys, comprising 2.3 million persons
in 81 citics, found that 172 illnesses, disabling for
ono weok or more, occur annually per 1,000 popu-
lation. It is estimated that each canse including
chronic disnblement lasts on the average 57 days.
On this basis, it i3 cstimated that a person may
oxpect in a year an averago of 9.8 days of inca-
pacity from illness lasting one week or longer.!
Further, these studies have confirmed the observa-
tion that the impact of disabling sickness, both in
frequency and soverity, is greatest among low-

*Rurcau of Rosenrch and Btatlstles, Division of liealth Btudies. This
arliclo ia & sumimary of o mors detalled report to be 1ssuod subsoquently.

V The National Tieolth Surrey: 1035-36, An Estimate of (¢ Amount of Dis-
&biing Jiiness in the Country ara Whole. Troliminary Reports, Blcknasa and
Med!cal Care Sertos, Bull. No. 1, p. 3.
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income groups least ablo to bear tho costs and
losses. Among at least one-third of the popula-
tion those burdens connot be financed out of
family income or savings? Disability is there-
fore a sorious social ns well as an individual risk.

Insurance against the risk of sickness may take
soveral forms. It may pay cash bonefits or it may
grant medical sorvices or hospitel services or
provide all throe, as in workmen’s compensation.

A relatively small number of persons, perhaps
2 million in all, receive medical sorvico under pre-
payment plans. This insurance spreads expensos
for a atated period over a group of porsons and
enables families and individuals to budget costs
in advanco. A somewhat larger number, nearly
3 million at tho end of 1938, including both wago
carnors and salaried workers and sometimes their
families, have a limited protoction against medical
costs through hospitalization insurance. Theso
plans, established on a nonprofit basis and usually
under community auspices, ordinarily do not cover
doctors’ bills. Thoy ontitle the insured to hos-
pital servico, if necessary, for a stated number of
days, generally 21, within a yocar.

Iixcept for the cash Dlenefite payable under
workmen’s compensation, insurance protection
ngainst financinl risks of sickness and disability
has been made in the United States almost wholly
by voluntary insurance. Insurance on a volun-
tary basis has boen extensively used in the United
Statos to finance the risk occasioned by death.
The purpose of this article is to summarize avail-
abladrta on the nature and extent of the analogous
provisions of voluntary insuranco fo finance bur-
dens produced by sickness, that is, insurance that
pays cash benelfits.

The limitation of tho present treatment to in-
surance that pays siclkness benefits in cash oxcludes
consideration of the madical eare or hospital serviee
insurance schemes mentioned above. Likowise,
since tho insurance horo discussed is voluntary,
consideration is not given here to disability com-

1 Interdepattmental Commities to Ooordinate Iealth and Welfars Activi-
tles. Report and Recommendations on Naotionad Heatth. 1. Doc. 120, 76l
Oong., 1st seas., p. 10.
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pensation for Federal, State, or municipal employ-
ees, For the same rewson, workmeon’s compensa-
tion for industrial accidents applying to approxi-
mately 26 million employees and, in somo States,
to a limited extent compensation for oecupational
disoases also, is omitted from the discussion.

Not to be confused with insurance schomes is
the protection afforded certain salaricd and wage
workers through the generosity of employers who
continue their salarics during sickness for a more
or less limited period, or provide, fromn company
funds, cortain bemefits in the event of sicknoss,
disability, or death. Such measures, which apply
chiefly to office workers, much less often to wage
earners, are not considored hera. Nor is considera-
tion given to other individual resources which
might bs used by sick or disabled individuals,
such ns owned homes that might be mortgaged,
savings bank sccounts and other investments,
cash-surrender and loan values under ordinary or
industrial life insurnnee policies, matured endow-
meont policies, annuities and pensions, and so on.
It may be assumed that in many, if not most,
instances theso resourees are available for expenses
arising from illness only at the sacrifice of other
essentinl needs for which they are intended. In
any event, thoy are doubtless slight or entirely
wanting among some 65 percent of the families
of the Nation who have annual incomes under
$1,500.» Mombers of theso families constitute the
group which suffors most from disabling illness,
both in frequency and severity of casos,

Voluntary sickness insurance may bo elassified
ad commercial or cooperative. As contrasted
with the insuranco issued by commercial stock
and mutual compnnies, cooperative insurance is
found among fraternal socicties and in employces’
and trade-union sick-benefit nssocintions. Clas-
sification of Insurance as commercinl or coopern-
tive is adopted to identify practices according to
tho terminology ordinarily used. It is recognized,
of eourse, that the mutual companies, included in
the first category, constitute a borderline group,
in that any excess of income over disbursements
is returned to policyholders.

Commercial Insurance

Commercial insurance, more highly developed
than cooperative insurance, has two types of

? Natlonal Resources Committee. Consumer Incomes {n the United Sales,
Augnst 1838, p. 2.
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contrrct, individual and group. Like other byg;.
ness enterprise it hins devised typos of policies to fi
tho purse of would-be purchasors, policics fy
persons in moderate or well-to-do circumstaneeg
and policies for industrinl workors. Disability
insurance has not doveloped as a separate branch
of commereinl insurance but has been attached g
lifo and casualty insurance. It las become
incronsingly cominon to separate {he two risks of
sickness into temporary and permancnt disability
and for different insurance carriors to insure these
risks, but thoro is no clean-cut distinetion between
the two risks such as is found in social insurance
undor foreign systems, Tho tendenecy is for
casualty or multiple-line companies to insurg
toniporary disability while life insurance com-
panies genorally insure the risk of permanent dis-
ability.* Temporary disability nas a result of
ordinary sickness, 1. 0., sickness not duo to acci-
dontal causes, is not underwritien along. A
policy covering temporary disability from ordi-
nary sickness is accompanied by an aceident poliey,
writton oither in conncetion with tho sickness
policy or soparately. Insurance against total and
permanent disability may bo provided in a disa-
bility clause attached to a life insuranco policy,
Permanent disability due to an necident is also
covered by certain aceident policies,

As might be expected, competition rmong com-
mercial insurers has produced n great variety of
disability policies, estimated at more than 800 by
one authority.® Fromt the array of limited, ro-
stricted, and general policies, typical policies have
heen selected for illustration. TPolicies usunlly
purchased by persons of moderate or comfortable
income to cover the risk of temporary disability
are: {1) cancelable general accident and health
policies, (2) noncancelable, nggregate indemnity,
accident and heatth policies, and (3) accident poli-
cies. Among wage enrners there are (1) industrial
life, accident, and sickness policies and (2) gronp
necident and health policies.  PPersons in moderats
circumstances insure ageinst permanent, disability
by means of (1) the total and permanent disability
clause attached to life insurance policics, (2) acci-

¢ Lifa {nsurance companles which insore tomporary dlsability through
spoctal accldont and henlth deportmonts ore In a scnse innltiplo-line com-
pnales,

s LaMont, Stownrt M. “Tha Contract of Porsona) Aceident and Healih
Insuranco.” I'roceedings of the Carually Actuarled Soclety, Vol 18, Pt.)
{November 1931), p. 21,
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dent policies, and (3) a fow noncancelable, life
indemnity, accident and health policies.

Among wage carners certain specific dismoembor-
ments that are considercd causcs of total and
permanent disability are insured by (1) industrial
life insurance policies and (2) similar provisions of
group accidental death and dismemboerment poli-
clos. Some group life insurance policies, issucd
prior to 1032, pay the face of the policy in either a
lump sum or installiments in the event of total and
pormanent disability.  Although theso policies
are no longer issued it is likely that 4.5 million per-
sons still have this coverage. Xor a limited num-
ber of wage carncrs holding group annuities, the
gurrender value of the annuity may be collected in
thie ovent of totnl and permancent disability.

Tho provisions of a cancelablo general aceident
and henlth poliey illustrate insurnnee of temporary
disability. The accident part of the policy pro-
vides a flat sum for accidental death and specific
dismemberments, a weekly benefit for total disa-
bility up to 52 weeks, and, in casoe of total and per-
manent disability, a benefit as long as this condi-
tion lnsts. Two-fifths of tho weekly indemnity is
granted for partinl disability. The policy gives,
moreover, certain medieal benefits in the form of
cash paynients for surgeons' fees, operations, hos-
pital, and nurses up to n definite sumn and in ac-
cordanco with a fixed schedulo of charges. The
sickness policy, after a waiting period of 7 days,
poys a weckly benclit for total disability up to a
maximum of 52 weeks and medieal benefits similar
to thoso of the accident policy.

Permnnent and total disability insured under a
disability clause attached to life insurance grants
a monthly incomoe and waives future premiums on
the lifo insurance policy. A long waiting period
of continuous total disability, generally 6 months,
ig required to establish the permanency of total
disability. Beeause of the poor experience with
policies that continue incomo during permanent
disnbility, 60 percent of the lifo insurance com-
panics, representing 85 percent of the business,
have done away with the monthly income feature
in new policies and grant only the premium
waiver.®

Nor has underwriting tho so-ealied health risk
in accident and health insurance been profitable to

* Millor, John EL. **Flstory und Present Status of Non-Cancellable Acci-
dont and Health Insurnnce.’!  Proceedings of the Casuaily Actuarial Seciety,
Vol. 21, I't. 2 (Mny 1035}, p. 262
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the companics. This is the risk of sickness arising
from ordinary causes, ns distinguished from sick-
ness or disability due to accidental means, The
Nation-wide cxperionce of 456 stock companies

: licensed to do business in Now York State in

underwriting cancelable policles shows that com-
pany losscs and expenses have turned out to be
highor than the sum set aside by actuarial compu-
tation.” Accident and health departments in
largoe lifo insurance companies which make a prac-
tico of solling theso policies and underwrite them
with great care have a satisfactory experience.*
The poor experience of noncancelable accident and
health policies has paralleled that of the income
provision of disability clauses in life insurance.
In 1935 only four companies continued to under-
write indemnity {or life in new policics. Others
had gone over to aggregate policies limiting bene-
fits to a designated period of disability or to a
gpccified amount of indemnity,?

Industrial insurance, specially planned for wage
onrners, is primarily life insurance and provides s
small death benclit—somewhat over $200 on the
average. The distinguishing feature of this insur-
ance is the weekly collection of premiums in small
amounts by agents who como to the homes of wage
carners. Some 50 million wage carners and their
familics pay annually about $742 million in premi-
ums.’® Disability benefits, o relatively insignifi-
cant part of the policy, are granted {or specific dis-
memberinents, loss of both foet, of both hands, of
one foot and one hand, and total loss of eyesight.
They consist of premium waiver and a sum equal
to tho wholo or, usually, one-half the value of the
life policy. Since these particular soveranees oc-
cur rarely, tho total cash benefit paid by industrial
insurance for disability benefits is small, amount-
ing in 1035 to $2.2 illion in comparison with
$199.3 million for total claims paid."

In the South and Southwest an industrial poliey
is sold which covers the three risks of death,

T The Bpectator. Insurancé Year Books, Cosually, Surety and Adlsceliany:
ous, 1632-37; Naetlon-wlde experionco of diferent casually lines,

s Bommer, Armand, 8 Olscussion In Proceedings of the Casuclly Acduarial
Socldy, Yol. 23, I't, 1 (Novembor 1035), p. 110, of papers by Ward Van Buren
Iinrt and John IT. Milter.

¢ Miller, Jobn H., op. cit., p. 240.

1 Avorage for 8 yoars, 1931-1938, bassd on the premiums minus dividenda
of 3 iargo industrial eompanioes dolng an avoerage of 83.7 percont of total indus-
trial businoss, according to the annual roports of the New York Btate Buperin-
tondent of Insurance.

1 Based on roports of 8 major industrial companlos doing 84.1 percent of
tolal lndustrial business. Now York (State) lnsurance Dopartment. Ses-
enly-seeenth Annual Repord of the Superintendent of Inturance, Pt 11, 1030,
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accident, and sickness. These policies, held largely
by Negroes, contain restrictions and limitations
of many kinds. The number of weeks of bencfit
varies from 10 weeks in 6 months to 13, 15, 16, 20,
or 26 weeks in 12 months. A waiting poriod of 7
comsecutive doys with payment retroactive is
vsual, In gencral, weekly bencfits for discasoes
whose causes run back ovoer a poriod prior to the
date of the policy are reduced to ono-half rogular
benefits during the first 6 months or yoar. Often
the policy lists specific diseases whicli roceive half
benefits the first year, In reply to a questionnaire,
data from 17 companies showed an avorage annual
sick benofit of $4.87 to disabled policyholders,
The aversge annual promium paid by all policy-
holders amounted to $4.62.

Group accidont and health insurance is undor-
written for as small a number as 25 omployces.
The employer may or may not contribute to tho
plan, but he agrees to deduct wago enrners’ pre-
miums from wages. Each group of omployces is
underwritten separately, since the promium las to
be dotermined by factors that vary with tho cstab-
lishment, the amount of weekly bencfit, wages,
waiting period, duration of benofit, nature of the
industry, sex and race of the employces. As a
rule the waiting poriod is 7 days, and bonefits aro
granted for 13 woeks in a year. ‘The monthly
premium rate for $10 weekly indemnity on these
terms is 60 cents o month, but this is a basic rate
which applies to white men in nonhazardous occu-
pations. Actually, monthly promiumns for indus-
trial groups run considerably higher. The amount
of initial premium to cover expenses and contingon-
cies varies from 34.6 percent to 16.2 percent.
When the monthly premium is 60 cents, 30 percont
or 18 cents is set nside for these administrative ex-
penses and margins, These percontages are prob-
ably higher than those actuelly paid, since it is tho
practice of the companies to leave a wido margin in
londing in order to carry without loss a compara-
tively small group, even if the morbidity should
be higher than average. A wide margin has the
double advantage of covering the first year's ox-
ponses which are higher and of obviating the
necessity for increasing the premium the next year
on renewal of the policy, should the morbidity have
proved higher than expected. If the premium!®?

1 Fitzhogh, Qithert W. “Recont Morbldity Upon Tives Insured Under
Qroup Accldent and Health Policies and Premiums Based Thereon,” Trane-
adlons, Actuarlal Soclety of America, Val. 38 (Octaber 1037), p. 378.
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turns out to bo more than sufliciont thoe rato can by
lowered the noxt yoar or a dividend paid, By
the payment of an oxtra pronium hospitalization
benefits and surgical fees may boe granted the in.
sured and, under recont plans, to his family.

Mutual accident and sickness associations o
an assessment basis, which constitute a form of
mutual casunlty insurance, may well be included
undor commercial insurance. They resomble frp.
tornal sociotics and somotimes operate in connec.
tion with them but appear commercial, in that
they aro stafled to a considorable oxtent by sals.
ried physicians and agents. Instend of assess.
ments, advancoe preiniums subject to assessment
may bo paid. Tho nssociations covor for ths
most part persons in the same order or calling,
such as Masons, commercial travelers, clergymen,
railway employees, physicians. About 2 million
porsons carricd this insurance in 1935; benefits
paid in that yoar amountcd to $18 million.

Cooperative Insurance

Among representatives of cooporative insur
anco, the fraternal socioties havo directed their
cfforts to life insurance. Iractically all socioties
inaure ngainst death, while less than one-half
provide insurance against temporary disability
and less than two-thirds against permanont dig-
ability. The disebility insuranco plans of differ
ont socioties vary widely botlt in nmount and
duration of benefits. The temporary sickness
bonofit is commonly $5 a week; and the benefit
for permanent and total disability may be one-
half the amount of the life certificato, waiver of
futuro premiums, or tho surrendor value of the
cortificnte. The number and membership of
fratornal orders have been declining. At present
there are over 7 million members, 1 million of
whom are children. Porhaps 2 million mombors
have some sort of sickness protection available,
but the oxtent to which they insure is unknown.
With the oxcoption of cortain organizations of
persons of foreign birth, members of fratornal
associntions arc chiefly small businessmen and
skilted workmen, rather than low-paid wage
earners. Probably the membership of fraternal
orders includes half a million wago earners who
are insured, in one way ond another, against
disability.

Nonprofit mutual sick-benelit assoeintions nre
most commonly found among ocmployecs of an

Social Securlty



establishmont or among members of a trade-union.
Employce associntions are about equally divided
petween those ontirely self-supporting and those
sided by cmployers. Benefita are paid for
temporary disability elhiefly, and usually amount
to $0 or $10 a week for an avernge period of 13
weeks. In case of permanent disability, a lump
qum i8 granted equal to the maxiinum number of
weokly Denefits tho plan provides. Dues are
dodueted from wages and in nearly two-thirds of
flie societics are the same for all members rogard-
less of nge. The associntions have demonstrated
their ability to operate successfully and, because
of the unpaid services of members, at low cost,
but apparently they are not growing. Somoewhat
more than a million persons are insured against
sickness by this means,

Interest in sickness insurance on the part of
trade-unions has manifested itselfl in various ways.
Somo of the national and international unions
have benofit plans for temporary sickness and
permanent isubility; in other unions such plans
aro left to the loeals, Another group of unions,
notably the railroad brotherhoods, have estab-
lisked insurance dopartments where members
may take out life and necident insurance. Tho
aumber of national and international unions with
sick-benefit associntions hns dwindled from 12 in
1926 to 8 in 1936. With annual dues of $7.60,
theso associntions furnish benefits for temporary
disability in amounts running from $4 to $10 »
week for a period of 8, 10, 13, or 16 woeeks after o
waiting poriod of 7 or 14 days.” A maximum is
preseribed as to the amount of bonefit any one
member may receive. A few associations pay the
death benofit for permanent disability. In view
of the great emphasis the unions place on life
insurnnce, it is natural that thoe risk of permanent
disability is more insured than that of temporary
disability.

Extent to Which Cash Benefits Are Provided

There is no way of knowing with accuracy the
number of porsons in the United States who are
insured against sickness by means of cash benefits,
It is safe to say that only a small fraction aro
adequately protected. Some persons in botter
circumstances may hold accident and hiealth poli-
f:iea against tomporary disability and older life
suranco policies with income during permanent

" Two unlona include sick-hanoefit dues {n genoral unlon dues.
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disability, but for tho grent mnjority the protec-

tion is fragmentary and inndequate.

They may

have n limited accident policy here, or an accident
and sicknesa policy thore, or a premiuin waiver on

life insurance.

Table L—Estimated cash bonafit paymeonta for sicknoss
losses in the United States in 1935 through volun-

tary inaurance!

Classifiention of insuranoce

Denefits (in
milllons)

B3 LT O PP -

1. Commereinl insurance:
A. Purchasod ohiafly by porsens with moderale or
comfortable {hcomes:
Tomporary disabllity:
celdont and healih depariments..........
Htoek casunlty ond surety companloa._....
Mutunl benellt and assessmont companics...
Permnnont gisability:
Ordlnnll;‘v e Insurane0. - .ooeooooiaaa oo.
13, Purchass] chie 3( hy wngo oarnors;
Tomporary disabllity:
Industrial tifo, aceldont, and sioknoss_ . ...
Qroup accldent and health..___ . ...,
Pormanont disabiljty:
Industrlal life insurance:
Dismombermeont and blindnoss.
Group life insuranod.. e caaao .
2. Cooporntive insuranco:
A, Mirchasoed chiefly by potsona of modeat Incoine and
by i fow Wage CATICEA:
‘Temporary and perinsnent disablllty:
Frotornn! 80016108, o eneveeiivecreerenenn.
B. Purchnsed ehicfly by wage enrnors:
‘Femporary or ‘wrmanonl disabilily:
Employeocs' mutual slek-bonafid assoolationa.
Trade-unlon slek-honchit assoolations. ...

$302.2

V24,8

83.8
118,90
1869

—
—e
ow

-
Ladad
ew

Q.0

1.0
4.2

1 Deduelions have beon mado from reportod payments under commoerolal

policles for amounts cstimnted to have heen pal

a8 accldontal death and

doubito lndemnity honeits and—under ordinary and Indusiriat tifs pollelos—
for umounis of promipm walver during total and pormsnont disabifity.

1 Jncludes sone benefita for totnl and permsansnt disablility,

Tho Ngure of

$24.3 million {3 obtalned after deducting from ro{aorwd gr‘wmonu §11 million
1)

included below under group accident and health, and

.1 milifon included

in tho figure glvon for industrinl life, necldont, and sloknoss insurancs,
¥ Includes a stinll anount of paymnants for total and permancnt disabllity,
 Hepresenta reported mimounts atter deduction of $12 million inoluded

below ny dizabdiity payments under groud life Insurance,

Bouree: 'I'ho Bpoctator, Insurance Year Rook, 1938-37, Coaualty, SBurely and
Alseellanenus and ILife Insurance Volume; Naw York (Btate), Insuranos
Dopartment, op, elt., Pts, II and III, 1636; industrial lite, accident, and
sfckness Insurance 15 cslimated on the bnals of paymenta [n 1926 from 81
[SHT mnlos,' Fratornal l'\hmilm'i Consolidnied Chart, 1838, for {ratornal sovletloa;

employees’ rmuttial alek-bonefi

aasocintions are calimated; Amerloan Fodora-

tion of Labwor, Report of the Freculire Councit, 1038, for teado-uniona,

A better idea of the oxtent of insurance is to be
gained from the amount of disbursements for

bonelits.
forms of voluntary sickness insurance is

The amount of cash bonefits from all

sliown in

table 1. ‘Fhese figures are taken from all available
sources, but it is realized that complete nccuracy

is diflicult,

was paid out in cash benefits in 1935,

They show that about $202 million

On the

basis of these datn, it secmns cvident thot cash
benofits under voluntary insurance ' reprosent in
n year not more than 5 percent of the aggregate
amount of the Nation's annual medical bill of
more than $3 billion plus the annual wnge Ioss of

1+ Fgr a discunslen of the loms included and not included under this heading

sop ([, 2728,
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upwards of §1 billion. The latter figure includes
only the wagoe loss of porsons who aroe ordinarily
gainfully occupied and makes no allowance for the
permanently disabled who have dropped out of
tho labor market.

In spito of their greater need of protection and
their larger numbers, wago earncrs receive dis-
ability bonofits amounting, in a year, to only
about 40 porcent of tho sum paid to persons in
better circumstances. Paymonts under tho types
of insurance gencrally lhield by wego ecarners aggre-
gatod less than $58 million; those made under
policios gonerally purchased by persons of mod-
orato or comfortablo incomo amounted to about
$144 million. It is apparent that, in proportion
to their numbors, persons of the highor income
levels make gronter use of voluntary sickness
insurance than moembers of the industrial
population.

The number of wage earners insurod to sone
oextent against tomporary and permancnt dis-
ability by the various forms of cash-bonefit
sickness insuranco may be estimated afpproxi-
mately as follows:

Type of tnsurance li;rrge t?'r ers
Wi
Temporary sickncss: (n mittiona)

Employece mutual benefit associationa. ... . __ 1.2

Group accident and healbh._______________.__ 2.2

Industrial life, accident, and sickness_.__._____. 3.0
Permanent disability:

Group life (policies issued prior to 1832).__... 4.5

Group accidental death and dismemberment. . 7

[+ ]

Industrial life (dismemberment and blindness). 15,
Either tomporary or permanent disability:

Tratornal societies_ . __ . _ . _______.___

Treade-unions .. _ ..o .. .. ... ... ___. 1.

=]

[

Thore is considerable overlapping In  theso
numbers, since, for oxample, the same wago
earncrs insured under older group life certificntes
with permanent disability benefits may also be
covorod for temporary disability by group accident
and health insuraneo. Likewiss, members of
employees’ and trade-union sick-benclit associa-
tions may be covered by group insurance too, and
undoubtedly many of them earry industrinl life
insuranco policies,

These figures, it should be noted, represent
estimates for persons insured under types of
insurance commonly carried by wago carners, and
do not include estimates for persons protected
against disability under ordinary life policies. As
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has boen montioned, disability benefits in conng,
tion with ordinary life policies writton in reepyy
years havo commonly taken the form of premiypy
waiver only, though a considerable amount of
insurance written earlier and held largoly by
persons in moderate or comfortable eircumstance
provides income payments for life in tho ovent of
total and permanent disability.

Conclusion

Voluntary eash-benefit insurance is predom;.
nantly commercinl; tho benefit paymients of com.
morcial insurance amount to $179 million, or gyer
six timnes those of cooperative insurance. Conp-
mercial life and casualty insurance, which blazed
tho trail, have shaped disability insuranco. Under
the spur of competition botween life and easualty
insuranco both lines have insured a particular risk
in ordor to help the sale of more life or aceidens
insuranco. Consequently, thoeir sickness policies
are characterized by limitations and restrietions
which grant benefits in the event of certain specific
disabilities and deny them in others. Whoro com-
mereial insuranece has attempted more protection,
as in noncancelable accident and health policies or
in the income provision of the total and permanent
disability clause, the companics have generally
suffered loss and have stopped underwriting new
policies.

With the exception of trade-union sick-benefit
agsgeiations and a few employces' associations,
whieh insure all who apply, cooperative sickness
insurance has tended to follow the restrictions of
cominercial insurance.  Cooperative systoma have
demonstrated their ability to operate successfully
at low cost.  The obvious defect of this insurance
is that relatively few persons insure. More wage
carners insure in commercinl companies, which
have higher administrotive costs and in somo
eases seok a profit, than in cooperativo insurance,
which costs less. Such an anomaly appears to
support the clnim among insurance companies
that insurance is sold, not bought, and that the
pressure of salesmanship is needed to induce
people to insure.

Voluntary disability insurance has had an un-
disputed field in the United Stutes.  Among wage
carners who need the protection most, the number
of persons so insured is comparatively small and
the amount of benefit incommensirate with the
risk to which they are exposed. ‘This typo of
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insurance is fur more common and adequate
among persons in middle and high-income classes.
Moreover, the experienco of commereial and coop-
erative disnbility insurance suggests that insurance
of the risk of sickness is not suited to voluntary
mothods. The number of persons who voluntarily
insure ageinst sickness is small; eontrast with it
the large number of persons who hold 121 million
lifo insurance policies,

The insurance of small numbers furnishes o
nerrow distribution of insured risks and rosults in
limited benofits. Tho protection afforded becomes
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of necessity restricted and socially incdequate,
In the ense of commoercial insurance, advorse selec-
tion operntes ngninst the company with the result
that the cost of insurance is increnscd and fower
persons insure. DBecause of small numbers and
poor risks the insured pay higher insurance pre-
miums. Wage earners, with the highest incidence
of sicknoss and the greatest need of proteotion,
must pay rates for sickness insurance incommen-
surate with their income. Tho basic principles of
socinl insurance, on the other hand, merge special
risks as [ar as practicable in a genoral distribution.
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