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insurance, although at premiums sufficiently in-
creased to meet the additional hazard ociated
with the substandard character of the applicant.

Who May Be a Beneficiary. As already noted
the insured has an insurable interest in his own life
to any extent. Turther, in the absence of poliey
conditions to the contrary, he may name his ow
estate, or any individual he chooses, as beneficiary.
But what is the situation when the insurance is
taken out by a person other than the one insured?

Here we unfortunately meet with a great variety of
judieial decisions. With respeet to ties of affection,
blood, or marriage, the courts have generally held
that eertain of such ties ereate an insurable interest
even though the element of financial dependence is
not present. The weight of authority holds that a
parent has an insurable interest in the life of a
child. Hushand and wife are conclusively presumed
to have an insurable interest in each other's life.

As regards all other relations, however, the courts
have generally taken the position that the interest
of the beneficiary, when taking out the insurance,
be based upon a reasonable expectation of
g pecuniary benelit from the continuance of
the insured’s life. The weight of legal opinion is to
the effect that the insurable interest of a beneficiary
taking out insurance *'must exist at the time the
contract is made and that a poliey valid at its in-
ception will not, therefore, be voided if it should
happen that the interest ceases before the maturity
of the contract, unless the provisions of the policy
are such as to bring about that result."

A creditor has a

insurable interest in the life of a
debtor. This interest has been held even to survive
a discharge of a debtor in bankruptey. The only
question about which there is varianee relates to the
amount of insurance, as compared with the amount
of the debt, which the creditor may obtain on the
life of the debtor.

Three important lines of judicial decisions relate
to this matter. One (exemplified by Pennsylvanin)
limits the creditor’s right to insure the life of the
debtor to *“an amount equal to the debt plus all
premiums payable during the life expectanecy of the
insured according to the Carlyle Table, together
with interest on the debt and premiums.” Another
fadopted by the United States Supreme Court and
by New York) indefinitely limits the insurable in-
terest of the creditor by providing that * the relation-
ship between the amount of insurance and the
amount of the debt must not be so disproportionate
as to make the policy take on the appearance of a
wagering contract as distinguished from its legiti-
mate purpose,”

Still another line of decision (exemplified by
Texas) allows the ereditor to secure all the insurance
he may wish to take on the debtor's life, but limits
his recovery, in case of the debtor's death, *to the
amount of the debt and the premiums plus interest
thereon, the balanee, if any, passing to the debtor.”

. What Type of Policy to Select. When con-
sidering the leadine types of policies—term, ordi-
nary life, limited-payment life, and endowment—
the average applieant unfortunately gives too little
thought to the importance of making the proper
selection. No one type of contract serves all per-
sons equally well. In every case the applicant's
S al circumstances should be considered by the
sman, and the insurance recommended should
Such as will meet the needs of the prospect.

. The size of the premium varies greatly with the
xind of poliey, depending mainly on the extent to
“"}llr‘h a savings fund is provided for in addition to
the current cost of protection. When o term poliey
grants protection only, and contains no savings
fl‘md accumulation, the premium outlay is small.
T'he company’s promise 1s limited to 1000 in the
event of death during the term, nothing being paid
In case of survival. The whole life policy, on the
contrary, promises, not only $1000 upon death at
any time, but also the same amount upon survival

at age 36. As compared with short term policies,
1t represents a gradually inereasing savings fund.
thus requiring a higher premium to be paid
throughout life.

The limited-pavment whole life poliey resembles
the ordinary whole-life contract in every respect,
except that premium payments are limited to a
term of years, like 20 years, instead of being con-
tinued throughout life. Since the liability is the
same under the two contracts, the insurance com-
pany must collect the same amount, considering an
assumed rate of interest. If all payments are,
therefore, completed within 20 years, as under a
20-payment life policy, the premium rate must
ne arily be higher than when the payments
continue indefinitely for life. As distinguished
from the above, endowment insurance—using a
20-year endowment for illustrative PUrposes—
promises $1000 upon death during the 20-year
term as well as an equal amount upon survival at
the end of the term. Since this poliey involves, in
addition to the term insurance, a rapidly inereasing
savings fund (amounting to $1000 in 20 years),
the premium must be correspondingly large. The
difference in cost between the aforementioned
types of policies may be illustrated at age 25 with
the following rates charged by a certain company
per $£1000 of insurance: 10-year term, $11.34;
whole-life, $10.00: 20-payment life, 824.16; and
20-year endowment, $44.82,

Owing to the low premium, term insurance gives
the largest protection for the smalles . possible out-
lay. It, therefore, meets the insurance needs of
the young man with a small income and with a
family on his hands. Here no surplus earnings
exist to pay for the aceumulating savings fund
under other types of policies. Even where there is
some small surplus, it may probably be used to
better advantage in the profession or busi ess, as
yetin the formative stage. Moreover, in the aver-
age man's family there is a peculiarly hazardous
period, the child-raising period, when the death of
the income producer proves a eal: mity, Accord-
ingly, many who carry a substantial line of higher
premium ansurance supplement the same with
additional 10- or 20-year term insurance to cover
the period mentioned. The total insurance is thus
substantially increased without undue strain.

The essentinl purpose of term insurance is to
iprotect a known temparary haza n ditions:
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LIFE INSURANCE IN CANADA

Millions of Canadian Dollars

1948 | 1040 1950
[nsurance in Force:
Ordinary . . ., . .| %9847 | 310,770 | s11
Group . . ., . . . .. 1,814 2,150 2
Industrinl ., . , ., i 1,444 1.450 1
Total . . . ., ., ., |7$13,105 S14,400 | 315,746
Benefit Pavments:
Death Benefits . . ., ., | & 76 | 8 82|88 85
AMatured Endowments . 32 34 34
Disability Payments 4 4 4
Annuity Payvments 6 7 T
Surrender Values 13 48 60
Poliey Dividends , . 35 35 41
Total . . . . . . . |"§ 196 |8 213§ 2ul
Income:
Premium Income . . . |8 373 |8 402 |38 420




Economics and Useful Arts

LIFE INSURANCE IN THE UNITED STATES

i Ixsunance 1% Fonce, 1900-1050 (000 Omitted)
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+*Totals from 1920 include Group Insurance. whicl y
1940, to 30,747,000 policies amounting to $52,570,230,000 in

Incoue, Pavaents, Assers, Liannrries,

:I ludes (‘.'H'lﬁt".ll ss. Sources: Spectator Year Book and Institute of Life [nsurance. . I .
orals fto 3 which increased from 11,004,000 policies amounting to §15,351,535,000 in
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convert their contracts within the-indicated time,
Morcover, term policies, since they contain no
savings feature, do not inculcate the habit of
svstematic thrift. In the overwhelming number of
cases; holders of such policies manifest great dis-
pleasure at not receiving something when the con-
ftract matures,

The shortcomings just noted with respect to
term insurance are obviated by the whole-life
policy. This represents permanent protection at a
very moderate cost, It also combines protection
with reasonable saving.
type of insurance should be preferred to the term
plaw. Many who take term insurance could,
through a little additional effort, pay the extra
premium on an equal amount of whole-life in-
surance. NVerv mangy argoe that theyv prefer: to

investment. Yet 'this” seemsinadvisable; even
.assuming the resolution is earried out; owing to the

and the approximate return of 5 to 514 per cent.
When the prospect’s income permits, and when
there is a temptation not to save or to lose the
gavings through foolish investment, limited-pay-
ment and endowment policies may be recom-
mended. They represent compulsory saving with
a vengeance, absolutely safe and at a fair return.
Moreover, the limited-payment principle often
i enables the polieyholder to meet his premium pay-
ments during the vears of greatest income produce-
ing capacity. Even should a 20-yvear endowment
policy not appeal, emphasis should be given to long
term endowments, maturing at about age 65, or
the age of retirement. This type of policy will
mature for its full face value at that time, thus

s of accident and |

Whenever possible =this

place: the difference in premium _in building and «
loan - association accounts, or some other tvpe of «

~absolute security of thelife insurance investment:

yielding a substantial sum for old age support. I

h departments of life companies was not ineluded.
pectator Year Book and Institute of Life Insurance.

Sources

mav bequestioned if the same amount would have
been realized otherwige! dwinizto the general habit:
of human beings not to save systematically and to
lose that'which thev may have suceeeded in saving:

Methods of Paying the Proceeds at Maturity
of the Poliey. The proceeds of life policies may be
paid either in a lump sum or in installments. In the
latter case, commonly known as life income in-
surance, monthly installments are usually paid for
ten or twenty vears, irrespective of the life of the
beneficiary and, therefore, as much longer as the
beneficiary may survive the 10- or 20-yvear period.

The lump sum payment plan has little to com-
mend it where the purpose of the insurance is to
give an income to dependents. The fairness of
giving 20 or 50 thousand dellars in one lump sum
to a widow may well be questioned in these dayvs of
stock-selling ventures and the vast army of gold-
brick specialists. The underlying purpose of life
insurance is to assure an income to dependents as
long as needed. This the lump sum payment method
does not guarantee. The life income plan, on the
contrary, '‘insures the insurance,” and is just as
necessary a form of protection to the benefici
the original insurance itself. [t is insurance against
foolish investment and reckless expenditure.

Under the life income plan the policy proceeds
constitute an *‘insurance estate’ administered by
the insurance company. It relieves the beneficiary
of all expenses of reinvestment, and of all exercise
of judgment in the placing of investments and of
their supervision thereafter. Administration of the
insurance estate by the insurance company also
compares very favorably with the administration
of an estate through other channels. There are no
legal contests between heirs, no legal expenses of
administration, no income taxation, and no fluctua-
tion in either the value of or the income obtained
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