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TEMPORARY AND PERMANENT DISABILITY RESERVES.
BY

MILES M. DAWSON.

The movement to increase the percentage of earned premiums
charged ‘as the claim reserve under workmen’s compensation pol-
icies from 55 per cent. to 60 per cent. immediately and to 65 per
cent. two years from December, 1916, at latest indicates, perhaps,
anew the utter unsuitability of this method and the improbability,
amounting indeed to impossibility that it will assure solvency, even
though these reserves are held.

It may be well, in consequence, to consider in what manner this
troublesome question may otherwise be dealt with and especially in
what manner it has been successfully dealt with, elsewhere.

Our debt to the State Insurance Fund (Rijksverzekeringsbank)
of Holland is already great, since it has supplied us the data by
means of which to compute the value of annuities terminable upon
remarriage. It again lays us under obligation, however, by supply-
ing a basis for setting up reserves prior to the determination of
how the disabled workmen will emerge, 1. e., restored, permanently
totally disabled, permanently partially disabled or dying in conse-
quence of the accident. Before hitting upon this method the
managers of the Fund made, as they put it, “several attempts at
a general and direct solution of the problem, all of which proved
unsuccessful ”; in consequence of which the following course has
been adopted.

As regards payments under disabilities less than one month old,
the aggregate to be paid for the first month is usually known before
the valuation is in fact made and the number who will have been
disabled more than one month is known, together with the number
of months elapsed and the amount per diem of the disability bene-
fits. These for purposes of the valuation are listed as follows:

These are the present values, according to the experience of the
State Insurance Fund, taking into account all the financial contin-
gencies, e. g., Tecovery, partial or total permanent disability, or
death as a result of the accident.
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A T K
M et | Thattea | | AEEpEameper | Ree R0 | Totat Reserve.
1-2 . o 464.00
2-3 o o 957.00
34 o . 1,322.00
4-5 o e 1,624,00
5-6 . L 1,876.00
6-7 . . 2,093.00
7-8 . o 2,286.00
8-9 o o 2,451.00
9-10 . o 2,589.00
10-11 . o 2,708.00
11-12 o S 2,814.00
12-13 . . 2,906.00
13-14 . o 2,988.00
14-15 . o 3,063.00
15-16 .. s 3,134.00
16-17 o o 3,199.00
17-18 o o 3,261.00
18-19 . e 3,317.00
19-20 o . 3,367.00
20-21 o o 3,410.00
21-22 . L 3,445.00
22-23 o o 3,472.00
23-24 . o 3,502.00
24-25 e o 3,529.00
25-26 . . 3,559.00
26-27 o o 3,590.00
27-28 o o 3,621.00
28-29 L o 3,641.00
29-30 . . 3,655.00
30-31 . s 3,663.00
31-32 o . 3.666.00
32-33 L o 3,671.00
33-34 . . 3,678.00
34-35 o L 3,688.00
35-36 - S 3,705.00
36-37 o . 3,724.00
37-38 o o 3,747.00

The law of Holland provides for benefits to dependents nearly
the same as under the New York Law and also for the payment of
total disability benefits during total disability but not for the fixed
term payments for certain forms of partial disability. On the
whole, however, these figures might serve for New York business,
in case the experience as fo recovery, emergence into partial or into
total permanent disability or death would be the same or very
nearly the same here as in Holland. It should not widely differ.

From the cases so valued in Holland, however, all cases which
have meanwhile been determined by the medical officers to be per-
manently disabled, either fotally or partially, are eliminated and
separately valued by means of annuities. The ruyle is so to classify
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the case if “the medical officer declares that a change (increase or
decrease) in the degree of incapacity is impossible within the lapse
of a year”

All such cases are valued by an annuity table, so computed as to
represent “the average rate of diminution of an annuity, first, by
mortality among permanently disabled workmen, second by reac-
tivity (1. e., recovery), third by decrease or increase of degree of
incapacity.” These factors have been provided for 11 years suc-
ceeding the injury and are, in practice, supplemented beyond that
period by mortality factors only. Tables of values of annuities
corresponding with these can readily be prepared, merging into the
Danish Survivorship or any other suitable table after the lapse of
the eleven years.

The preceding table presents the factors which the State Insur-
ance- Fund of Holland uses for the computation of the value of
total and permanent disabilities, taking into account all of the ele-
ments of risk. They are used in a manner similar to the probabil-
ities of survival in computing ordinary annuity values.

When 8 > 11 the value of us,,, ¢ may be found by means of the
formula:

Uz ey S =1Uzra-100+11 11



