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MORTALITY MEASUREMENT 

A. Is comparison of its mortality with that of other companies important to the 
smaller company? Does the customary mortality ratio from the Gain and 
Loss Exhibit have any validity for this purpose? Do the Society studies pro- 
vide a better measure? Is there need for reliable data on individual companies 
such as is available concerning interest earnings or expense rates? 

B. To what extent do variations in age, sex, duration, plan, and medical re- 
quirements distort results? How great a difference may arise between ordi- 
nary and combination companies? What minimum data would be necessary 
to obtain significant results for intercompany comparisons? 

MR. W. J. DAVIDSON, JR., pointed out that  a small company must 
make suitable combinations of mortality data in order to avoid the varia- 
tions arising from the use of small numbers. The Pan-American accom- 
plishes this by deriving mortality ratios from a combination of the five 
most recent years of experience. These results are not very sensitive to 
change and indicate significant trends rather slowly, but, on the other 
hand, are not overly distorted by the experience of a single good or bad 
year. 

MR. L. S. NORMAN discussed a number of the factors which can 
cause distortion in the results of mortality studies. First year select mor- 
tality ranges from 30 to 60 percent of ultimate. Nonmedical experience is 
from 10 to 25 percent higher than medical. Female mortality ratios are 
only about 60 percent of male. Because of these extreme variations, it be- 
comes necessary to separate experience on these types of business. Conse- 
quently, a number of years of experience must be combined in order to get 
significant results. 

MR. E. F. ESTES urged the pooling of mortality data from smaller 
companies into a combined experience. Each company would then be able 
to compare its experience with that  of a group of other companies of its 
own size. In addition it would result in the development among small com- 
panies of uniform procedures for preparing material. His company, the 
Bankers Life of Nebraska, has been preparing mortality tables from its 
own experience for 25 years. They combine 5 years'  experience in order to 
get sufficient exposure (about 1 billion dollars). Their most recent table 
is based on experience of 1950-1955. The accompanying table gives their 
aggregate mortality experience for the years 1950-1955. Commutation col- 
umns at 2½%, 3¼% and 3{% are available. 
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BANKERS LIFE AGGREGATE EXPERIENCE, 1950-1955 
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.00194 26 . . . .  

.00159 27 . . . .  

.00073 28 . . . .  

.00042 29 . . . .  

.00039 30 . . . .  
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.00276 68 . . . . . . .  

.00295 69 . . . . . . .  

.00312 70 . . . . . . .  
• 00333 71 . . . . . . .  

.00364 72 . . . . . . .  

.00409 73 . . . . . . .  

.00472 74 . . . . . . .  

.00548 75 . . . . . . .  

.00630 76 . . . . . . .  

.00711 77 . . . . . . .  
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.01030 
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A g e  gx 

78 . . . . . . .  0706£ 
79 . . . . . .  [.07503 
80 . . . . . . .  08017 
81 . . . . . . .  08675 

82 . . . . . . .  09338 
83 . . . . . . .  10622 
84 . . . . . . .  12072 
85 . . . . . . .  13705 

86 . . . . . . .  15541 
87 . . . . . . .  17599 
88 . . . . . . .  1990G 
89 . . . . . . .  22466 

90 . . . . . . .  25315 
91 . . . . . . .  28468 
92 . . . . . . .  31943 
93 . . . . . . .  35752 

94 . . . . . . .  39908 
95 . . . .  ~. .44417 
96 . . . . . . .  49278 
97 . . . . . . .  54485 

98 . . . . . . .  60023 
9 9  . . . . . . .  65869 
100 . . . . . . .  71991 
101 . . . . . . .  78351 

102 . . . . . . .  84899 

M R .  W .  M .  S T E W A R T  s t a t e d  t h a t  a sma l l  • c o m p a n y ,  e v e n  m o r e  

t h a n  a l a rge  one ,  n e e d s  t o  k n o w  i ts  o w n  m o r t a l i t y  e x p e r i e n c e  a n d  

h o w  i t  c o m p a r e s  w i t h  t h a t  of  o t h e r  c o m p a n i e s .  A l a rge  c o m p a n y  h a s  

e n o u g h  of i t s  o w n  e x p e r i e n c e  to  r e ly  e n t i r e l y  o n  i t s  o w n  m o r t a l i t y  

s tud i e s .  A sma l l  c o m p a n y ,  h o w e v e r ,  b e c a u s e  of s c a r c i t y  of  m a t e r i a l ,  

m u s t  d e p e n d  o n  c o m p a r i s o n  With i n d u s t r y  s t u d i e s  to  c h e c k  o n  t h e  

e f fec t  of  i t s  u n d e r w r i t i n g  p r a c t i c e s ,  to  c o n s t r u c t  d i v i d e n d  sca les  a n d  to  

d e t e r m i n e  i ts  c o m p e t i t i v e  pos i t i on .  T h e  c u s t o m a r y  G a i n  a n d  L o s s  E x -  

h i b i t  r a t i o  is n o t  s a t i s f a c t o r y  fo r  s u c h  c o m p a r i s o n s  b e c a u s e  i t  is b a s e d  o n  

m i x e d  m o r t a l i t y  s t a n d a r d s .  T h e  Soc i e t y  s t u d i e s  f u r n i s h  a b e t t e r  m e a s u r e ,  

b u t  a r e  d e r i v e d  f r o m  la rge  c o m p a n y  e x p e r i e n c e  w h i c h  m a y  b e  q u i t e  dif fer-  

e n t  f r o m  t h a t  in  a s m a l l  c o m p a n y .  H e  w e n t  o n  to  p o i n t  o u t  t h e  d i s to r -  

t i o n s  w h i c h  c a n  b e  c a u s e d  b y  v a r y i n g  age  d i s t r i b u t i o n s ,  sex,  t h e  i s sue s  of 

P r e f e r r e d  R i s k  p l ans ,  m e d i c a l  r e q u i r e m e n t s  a n d  g e o g r a p h i c a l  l oca t ion .  
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These distortions can be minimized by using a modern table as a basis for 
expected claims and by giving separate treatment to any section of busi- 
ness which presents special difficulties. He ended with a warning that the . 
expense of all such studies should be justifiable in the light of the results 
obtained. 

MR. R. P. WALKER reported that the Wisconsin National (about 140 
million insurance in force) makes an annual mortality investigation in the 
same form as the intercompany studies reported by the Society of Actu- 
aries. Separate exposures for medical standard, nonmedical standard and 
total substandard business are developed as a by-product of the valua- 
tion process by selecting each type of business into separate fields when 
valuation summary cards are made. The annual study takes up one week 
of a clerk's time and one hour of the aetuary's. 

MISS G. A. SCHLACHTER pointed out some of the difficulties of 
making intercompany comparisons. Very few of the Colonial's current 
issues could be included in a study similar to the intercompany material 
published by the Society. Only 25% of its issues fall into the adult standard 
category. There is little material available for comparisons of juvenile 
mortality rates. At age 0 the problem is further complicated by varying 
company practice as to age at which applications are first accepted. Differ- 
ences in underwriting practice cause other variations in the absolute mor- 
tality level. As a result, it is only the combined effect on premiums of mor- 
tality and underwriting costs which is of importance. 


