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THIRTY-SECOND ANNUAL CONVENTION
OF THE ASSOCIATION OF LIFE
INSURANCE PRESIDENTS
THE WALDORF-ASTORIA
NEW YORK

FIRST DAY
MORNING SESSION
Thursday, December 1, 1938

The Convention was called to order by Mr. Vincent P, Whitsitt,
Manager and General Counsel of The Association of Life Insurance

Presidents.

Mg. WaITsITT: MEMBERS AND GUESTS OF THE ASSOCIATION OF
LIFE INSURANCE PRESIDENTS:

It is a great pleasure to welcome all of you here this morning. I
am particularly pleased to welcome the members of other organiza-
tions—the American Life Convention, The National Association of
Life Underwriters, The Canadian Life Insurance Officers Associa-
tion, and the National Association of Insurance Commissioners.

Those of you who have glanced through your programs will have
observed that we have a rather wide and varied program this year,
with representatives from other fields than life insurance—indus-
try, government, education, and others. It is, therefore, particularly
appropriate that we have as our Chairman a man who has had experi-
ence in other fields. He has been a railroader ; he has been a college
trustee; he has been connected with industry; and he has been
active in civic work in his own city of Greensboro, North Carolina.

Before introducing our Chairman this morning, however, may I
say that those of us who know him quite well feel that it is rather
unusual to see him without his hat on. In fact, I received a request
this morning, signed by a group of his friends, the first of whom
was Harry Seay, petitioning me to permit him to wear his hat while
he is presiding here. I was prevented from doing that, however, be-
cause, as he came up in the elevator this morning, his loyal son
took his hat away from him and checked it, and now has the check
in his pocket. (Laughter.)
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8 UNDERWRITING AMERICA’S HUMAN VALUES

It is with great pleasure that I now present to you your Chairman,
Mr. Julian Price, President of the Jefferson Standard Life Insur-
ance Company, of Greensboro, North Carolina. Mr. Price!
(Applause.)

UNDERWRITING AMERICA’S HUMAN VALUES
Chairman Price then addressed the Convention as follows:

I appreciate, more than I can say, the honor that Mr. Whitsitt
and his associates have conferred upon me by asking me to be
Chairman of this meeting.

When Mr. Whitsitt called me on the telephone and said he would
like to have me act as Chairman, I asked him whether he needed a
shock absorber and wanted a good Democrat from down South. He
denied that, but, in my own mind, I have come to the conclusion,
that if he hadn’t given me the invitation when he did, I shouldn’t be
here today, because that was prior to the election of November 8th.
(Laughter.) After all is said and done, you are going to meet good
Democrats down South, but I am not quite so sure what kind of
Republicans you have elected up here, and out West. (Laughter.)

As I have said, it is a great pleasure to be here. There is a great
deal in association—men coming together in the same line of busi-
ness and some in other lines of business—but I shall try to confine
myself to the theme of this meeting.

Mr. Whitsitt said I was a trustee in a college, but I want to tell
you I never went to college a day in my life, so don’t get the impres-
sion that there is anything collegiate in here (indicating his manu-
script). I am merely an agency man, and I hope the agency depart-
ments of your companies have a good turnout today, because they
are my buddies. (Applause.)

It is with much pleasure that I greet the members and guests of the
Association who have come in such inspiring numbers to participate
in this Thirty-second Annual Convention.

With my mind running quite naturally upon “human values,”
apropos of our convention theme, the thought occurs that life insur-
ance itself might be represented as a ledger of human values. Those
vital human values which are created by life insurance and which
protect the welfare of life insurance policyholders and beneficiaries
are recorded on the outgoing side of the ledger. They include the
prevention of poverty or dependency for families deprived of their
income-provider, the care of aged persons, the education of children,
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the payment of home mortgages, and many other items. Such values,
however, are made possible only because of those contributed human
values noted on the income side of the ledger. The first recording
here is, of course, the thrift and sacrifice of policyholders. Here also
are recorded the human values contributed by the institution itself
through human vision, human ability and, above all, human responsi-
bility. Pausing to contemplate the significance of these values which
underlie life insurance stewardship, we might well annotate this page
of our ledger with a line written by Emerson, “An institution is the
lengthened shadow of a man.”

Life insurance stewardship as it is understood and applied through-
out the life insurance world today will be the subject of a later ad-
dress from this platform. It is my purpose here merely to stress
the importance of stewardship as a conscious and living ideal—an
ideal which demands of us not only faithfulness and integrity in the
actual administration of company affairs, but also the constant ex-
ercise of our creative imaginations to the end that life insurance may
grow not in size alone, which is incidental, but in quality and useful-
ness.

In pursuit of that broader phase of stewardship, these annual
occasions have a special value. Coming together, less as representa-
tives of life insurance companies than as individuals who have an
absorbing interest in life insurance, we find here opportunity for the
interchange of ideas so essential for the stimulation of creative
thinking.

During the course of these sessions, experienced life insurance men
will share with us some of the fact and philosophy they have absorbed
and assimilated through serving the interests of life insurance policy-
holders. The messages of leaders in fields other than life insurance
will broaden our appreciation of the aims and problems of various
important spheres of activity in American life and will give us a
larger view of our own field. Informally, we shall have the oppor-
tunity to renew old and make new acquaintances among people
engaged in our own line of work in various parts of the United
States and Canada.

Thus our Convention holds promise of many things which may
tend to broaden our vision, deepen our sense of responsibility, and
fructify our stewardship. Through these means may we grow tall
and cast our shadows into the future!
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The theme proposed for our contemplation, I believe, should prove
exceedingly fertile in ideas that may crystallize the philosophy of
stewardship.

“UNDERWRITING AMERICA’S HUMAN VALUES”

The word “Underwriting” has a distinctly economic flavor—to
write under, to subscribe one's name ; hence, in insurance parlance, to
assume a risk or, in a more general sense, to guarantee. “America’s
Human Values,” on the other hand, is an expression redolent of
America’s hopes and aspirations since early colonial times. The
words of our theme seem to frame a window of the mind through
which we glimpse a moving picture of America’s history, revealing
in every phase a valiant struggle, through both individual and co-
operative effort, to guarantee human values.

Into this pageant of the mind come the early settlers, struggling
with nature, fighting the Indians, setting up governments under
which they might enjoy those liberties—political, religious, or eco-
nomic—variously denied them at home. Next come scenes of the
struggle of the thirteen colonies, first for self-government and
finally for complete independence ; the winning of that independence ;
the struggle to form a workable union, the framing of the Consti-
tution.

As the 19th century comes into view, we see the American frontier
move steadily westward and industrial cities rise along the Atlantic
seaboard. Pioneers, in increasing numbers, trek across the plains,
the desert, the mountains, partly in response to an inner urge to seck
nature and the simple life, partly in response to the lure of free land,
the chance of a fresh start. Enacted in this drama of the great west-
ward movement—strongly romantic in its conception, brutally harsh
in its actualities—are scenes of supreme heroism revealing the
pioneer’s magnificent struggle to survive and other scenes revealing
the crudity and spiritual barrenness of life on the frontier, where
cultural values are lost in the forgetfulness of physical necessity.

In the wake of the land pioneer, we see the industrial pioneer and
his partner, the inventor. Railroads are built and, riding the rail-
roads, still greater numbers go west.

Into the picture come vast armies of immigrants arriving on our
shores in quest of the promised opportunity in the New World. We
see them dispersing into all sections of the country, contributing
enormously to the agricultural and industrial development of the
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nation—a few destined to fulfil the American fairy-tale of “rags to
riches,” the majority becoming absorbed and assimilated into the
so-called middle class life of America, a residue failing to find places
much above the poverty level they had known at home.

Finally, we see a continent transformed, through the processes of
settlement, railroad-building, immigration, industrialization, inven-
tion, and scientific discovery, from a wilderness to a modern mechan-
ized civilization, a great wealth-producing nation. But we are chiefly
interested in how human values have been affected in this changed
aspect.

The very circumstances of our national existence have tended to
foster in America an intense absorption in economic activity. Not
only have we had a vast continent with a wealth of natural resources
to develop, but we have had two oceans to keep us comparatively
free from the constant threats of war which sap the resources and
energies—physical, mental, and spiritual—of so many nations less
fortunately situated. Our preoccupation with economic growth and
development has appeared to many observers of American life to
emanate from a narrow, purely materialistic concept of life in which
all values were subordinated to that of money. This interpretation,
however, seems to have missed entirely the significance, from the
standpoint of human values, of the evolution of American life.
Viewed in this light, we find that the most striking aspect of the pic-
ture is the enormous increase in the standard of living of our popula-
tion, generally, over a period of 100 years. On the average, our people
have better food, better clothes, better houses. They are healthier,
have more leisure and are better educated, not only through schooling
but through books, newspapers, magazines, radio, and travel. They
not only spend more but they save more. These average, long-term
trends are proof of a tremendous enhancement of America’s human
values.

But we are still not satisfied, and rightly so. We want more of
these good things and for more people. We want greater stability
and security. With the vast resources we have at our command—
not only in natural supplies but in an enormous capacity for mass
production—there is no reason why we cannot make further progress
along the paths to which the lessons of our past distinctly point.
There can be little doubt that the long-range increase in our national
wealth and the wide diffusion of its benefits have been brought about
both through the industry and thrift of our people individually and
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also through an increasing sense of cooperative responsibility on the
part of our American institutions.

The opportunity to work and save has represented to most Amer-
icans the meaning of the inalienable right of every man to “life,
liberty and the pursuit of happiness.” The great majority who have
risen in the scale of economic welfare—and happily that has been a
common rather than an exceptional experience in American life—
have done so by working and saving.

Of course, we recognize that we have never had in America, and
probably there never could be in any country, an ideally equal oppor-
tunity for every man. In the days when our government had an
abundance of free land to give away, America enjoyed perhaps the
closest approach in history to that ideal. Then, every man, regard-
less of economic status, could become a property owner provided he
was willing to settle upon and cultivate the land. The settler’s life
was exceedingly arduous but it was simple. He was subject to many
hazards beyond his control, such as the marauding of the Indians,
the rigors of the climate, and devastating pestilences, but, if he suc-
ceeded at all, it was purely through his own efforts. Whether his
neighbor’s efforts succeeded or failed, did not, materially, affect him.

In our highly complex and interdependent economic life today, the
welfare of every individual directly affects, and is affected by, that
of the community as a whole, both local and national. Individual
effort and individual responsibility, therefore, are more than ever
essential to general progress, but the reinforcement of individual
effort through cooperation is also necessary to an increasing degree.
During the past twenty-five years, particularly, we have been learn-
ing new ways to apply such cooperation. The recognition of an
interest and a responsibility in the consumer’s welfare on the part
of the producer, and in the worker’s welfare on the part of the em-
ployer, are manifestations of a broader viewpoint with respect to our
national economy, and one which has contributed greatly to the fruits
of individual industry and thrift.

The institution of life insurance offers a concrete example of
human values underwritten through individual effort applied coop-
eratively under the guidance of able, experienced, and responsible
management. The economic value of an individual human life is one
of the most fundamental of human values because upon it depend so
many other values. The sustenance of life itself, health, and happi-
ness, not only for the individual but for those he loves, depend in
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a large measure upon his earning capacity. Death, disability, and
old age destroy earning power and, therefore, represent hazards
which threaten human values. Life insurance, however, is an eco-
nomic instrument which may be utilized to guard against the eco-
nomic consequences of these contingencies and thus preserve many
human values dependent upon earning capacity.

It operates very simply. An individual makes a contract with a
life insurance company and, in accordance therewith, pays a regular
premium. The company, by assuming the risk not only on this
individual life but also on a large number of other lives, utilizes the
law of averages and can thus guarantee to each individual the pay-
ment of a fixed sum, either upon maturity of the contract or in the
event of death or other specific contingency provided for. The
guaranty made by the company and represented by the life insurance
contract has both a scientific and a human basis. It rests upon
actuarial calculations taking into account premiums, expected mor-
tality among the group insured, a conservative interest rate, and the
cost of carrying the business, and also upon the ability and integrity
of the company in managing its business in the interests of policy-
holders.

Thus, through cooperative thrift, the principle of life insurance, and
the faithful stewardship of the companies, each policyholder may
convert not only a portion of his present but his anticipated earning
power into future benefits necessary for the welfare of himself and
his dependents. Such benefits are received in the form of money
either in lump sums or in income payments but their human value
to the recipients can be calculated only in terms of food, clothing,
shelter, family life, recreational and educational activities and in the
enjoyment of many other human values—economic, social, and cul-
tural. Operating indirectly to protect the general welfare, these
benefits relieve the community of the burden of caring for many
citizens who might otherwise become dependent upon public or
private charity; they tend to sustain the spending capacity of the
community and they afford to their recipients opportunity to lead
healthful and wholesome lives as useful members of the community.

The institution of life insurance, therefore, serves in a most con-
structive way the community which is America. The extent to which
the American people, through this cooperative means, are meeting
their individual responsibilities and are materially contributing to the
general welfare may be judged from estimates for the current year
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showing the total coverage they enjoy, the amount of new protec-
tion purchased during the year and the amount disbursed or credited
during the year by life insurance companies to policyholders and
beneficiaries. Announcement of such estimates at this time is made
possible through the generous cooperation of member, and non-
member, companies of this Association who have furnished their
1938 data for this purpose. The 208 companies which furnished
data relative to their new business and insurance in force—based
upon actual records for the first ten months of the year and esti-
mates for the last two—had in force, at the beginning of this year,
97% of the insurance outstanding in all United States legal reserve
life insurance companies. The 48 companies, which furnished the
policy payment data, disbursed last year 92% of the total payments
to policyholders and beneficiaries by all United States legal reserve
companies. Based upon these individual company records, esti-
mates for the country as a whole have been made and the figures
projected to December 31.

It is estimated that new life insurance acquired from United
States legal reserve companies during 1938 will amount to
$11,800,000,000—%$2,996,000,000 less than the 1937 figure. The
total amount of life insurance in force on December 31 will approxi-
mate $110,300,000,000, representing an average coverage of $1,725
on about 64,000,000 lives. While this outstanding total is the largest
on record, it is the spread of the protection, rather than its dollar
value, that indicates its importance in the underwriting of human
values. When beneficiaries and policyholders are counted together,
it is indicated that the current life insurance coverage extends to
100,000,000 persons. Actual payments under present insurance in
force will be distributed over a long period of years in the future but
each policy has a very real present value in that it represents a definite
sum available at any time whenever the need, for which it was de-
signed, arises.

During 1938, many thousands of American families have ex-
perienced the comfort of having this ready source of funds at times
when they were most needed. It is estimated that by the end of the
year amounts paid or credited by life insurance companies to policy-
holders and beneficiaries will total $2,600,000,000. Of this amount
37.5%, or $975,000,000, will have been paid in death claims to bene-
ficiaries of deceased policyholders. The remaining 62.5%, or
$1,625,000,000, will have gone to living policyholders as matured



UNDERWRITING AMERICA’S HUMAN VALUES 15

endowments, annuities, surrender values, policyholders’ dividends, and
disability payments. These 1938 payments are part of the stream of
funds which are annually sent into American homes to take care of
expenses attendant upon illness and death, to help in the readjust-
ment of families bereft of their income-provider, to continue sending
children to school who might otherwise have to contribute to family
support, to enable elderly persons to retire independently, and to ac-
complish a thousand other purposes for which thoughtful and re-
sponsible individuals provided through life insurance.

The present volume of life insurance in force guarantees the con-
tinuous flow of such funds into the homes of the nation for many
years to come. Thus American policyholders, faithfully served by
life insurance companies, are contributing in a very practical way
toward the underwriting of America’s human values.

And in closing, let me say again, that the underwriting of American
human values is a great and worthy undertaking and we in the life
insurance business must accept a large responsibility, for we have a
large opportunity. Unless we fortify ourselves with the strong
purpose and determination to ever be on guard, then our task wil
be but poorly accomplished. This great institution of ours carries an
assignment of contentment and happiness unequalled in the annals
of history; therefore, it behooves us to stand steadfast in the face
of all perils and temptations and let no force whatsoever drive us
from the paths of right and duty. Parties, policies, and principles
may and will change, but our consecrated duty and task, never.

(Applause.)

Tue CHamrMAN: We now have on our program a man from
our neighbor country, Canada. We are always delighted to have men
from Canada with us and we are sorry when they have to go back.
A custom which has become one of our most highly-valued conven-
tion traditions is that of having with us each year a Canadian
speaker. The presence of these men on our platform symbolizes the
sense of community interest between Canada and the United States,
and the contribution of Canadian viewpoints greatly adds to the
value of our discussions.

We are most happy, therefore, to have the privilege of adding an-
other name to the growing list of distinguished Canadians who have
honored us by addressing our Conventions.
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Last year, our Canadian speaker was the Hon. Charles A. Dun-
ning, the Dominion’s Minister of Finance. Mr. Dunning’s able and
highly enjoyable talk on that occasion undoubtedly left in our minds
the subconscious wish to have another address by a Canadian finan-
cial officer. At any rate, we are fortunate this year in having the
opportunity to welcome the Hon. James L. Ilsley, Canada’s Minister
of National Revenue. Mr. Ilsley, a Nova Scotian, was first elected
to the House of Commons in 1926, and has served in public life
continuously since then. He was appointed Minister of National
Revenue in 1935.

It is with great pleasure that I now present the Hon. James L.
Ilsley, who will speak on “Canada’s Progress and Stability.” Mr.
Iisley ! (Applause.)

CANADA’S PROGRESS AND STABILITY
Hon. James L. Ilsley thereupon spoke as follows:

MR. CHAIRMAN, AND GUESTS:

Thank you for your introduction. While this is not in my prepared
address, I should like to acknowledge the honor that you have con-
ferred on me in inviting me to speak at this gathering. The custom
of asking a Canadian speaker to come to your Conventions has be-
come established, as you, Mr. Chairman, have said, and the invita-
tion has come to be regarded as an honor very greatly appreciated.

Last year my colleague, Mr. Dunning, in addressing you, used
these words: “All the things I have been speaking of are our com-
mon heritage. Even so, let us not take for granted our long-estab-
lished friendship, understanding, and confidence, but let us rather
cultivate our understanding ever more and more. Let us not over-
look any opportunity of doing business together, of fraternizing so-
cially, and of making things easy for each other in our mutual rela-
tions of every kind.”

Since that address was delivered, events have drawn us closer to-
gether than before. Our people have reacted in much the same way
to European events—we have the same concern for the future of
democracy, the same horror of persecution of the weak and defense-
less. And only two weeks ago, our countries entered into a far-
reaching trade agreement—an important step along the sound lines
laid down in the speech from which I have quoted.
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It occurred to me that I might be able to contribute further to
mutual “friendship, understanding, and confidence” by saying some-
thing about the qualities of the Canadian nation and people—not, I
hope, in the spirit of salesmanship or propaganda, but in that of can-
did self-appraisal. If I stress the good in our national life, rather
than the bad, it is not because there is no bad—our severe self-criti-
cism parades it continually in the press—but because I think the good
predominates.

No going concern amounts to much in this world unless it has at
least two qualities, not always found together, but both of great im-
portance—the quality of progressiveness and the quality of stability.
Without progressiveness it will disintegrate through disuse of its
capacities and neglect of its opportunities; without stability it will
cripple or destroy itself by the reckless running of risks, by sudden
or frequent changes in policy or by excessive experimentation. So,
I have asked myself the questions, “Is Canada progressive? Has
Canada stability?” And these are the questions that I shall attempt
to answer today.

Lord Macaulay, in his description of the origin of the Whig and
Tory Parties, says in his “History of England” that “though both
parties have often seriously erred, England could have spared
neither. If, in her institutions, freedom and order, the advantages
arising from innovation and the advantages arising from prescrip-
tion, have been combined to an extent elsewhere unknown, we may
attribute this happy peculiarity to the strenuous conflicts and alter-
nate victories of two rival confederacies of statesmen, a confederacy
zealous for authority and antiquity, and a confederacy zealous for
liberty and progress.” Lord Macaulay, as a good party man, identi-
fied the cause of liberty and progress with that of the Whig Party,
and T suppose, as a member of a Liberal government opposed by a
Conservative opposition, I should make similar claims for Canadian
Liberalism. But apart from the fact that those who emphasize pro-
gressiveness rather than stability, or stability rather than progres-
siveness, are not all in one party, I doubt whether it would enhance
the prestige of any party to have it stand for one of these qualities
to the exclusion of the other, for one is as important as the other.

If you were to ask a hundred persons what is meant by progres-
siveness in a nation, you would get a hundred answers. Scientific
or mechanical achievement, increase in wealth, the lowness of the
death rate, the state of the arts, the degree of liberty among the
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people, the extent to which industry is socialized—any of these might
be regarded as the criterion. But most of us, at least in the demo-
cratic countries, would say that a nation is progressive, at least on
the material side, if it is making satisfactory headway in the produc-
tion of wealth and in the application of that wealth to the improve-
ment of conditions among its people; if it is making the best of its
opportunities to increase its national income and to distribute that
income properly. And proper distribution we would regard as ap-
plication to the advancement of the welfare of the people as a whole.

Judged by this standard, is Canada a progressive nation? This
is not too easy a question to answer. We labor under certain ad-
mitted handicaps. A magazine writer recently referred to our “small
population expensively scattered over an immense and largely in-
hospitable territory.” But, even so, our population during the thirty
years between the census of 19or and that of 1931 increased by
93.2%, our export trade by 320%, our import trade by 409%, our
total trade by 363%, our manufacturing production by 461%, our
agricultural production by 169%, and our mining production by
250%. .

In many respects Canadian recovery as between 1933 and 1937
was more satisfactory even than in the United States. This country
increased its per capita relief expenditures, its total government ex-
penditures, and its national debt faster and further, proportionately,
than did Canada. And, in 1937, we had made a more complete re-
covery—at least this was true of export trade, mining production,
and manufacturing production—while in employment of labor our
degree of recovery was about the same. This comparison, while
reasonably satisfactory from the Canadian point of view, is, need-
less to say, not conclusive evidence of the progressiveness of the
Canadian nation or people, but it is presumptive evidence of progres-
siveness, especially when we realize that these striking advances
were achieved with proportionately so much less government spend-
ing than took place here.

But production of wealth is only one manifestation of progressive-
ness. The second, as we have agreed, is the kind of distribution of
that wealth that takes place. Of prime importance in such distribu-
tion is our taxation system. Candor compels me to admit that it is
far from satisfactory in Canada, chiefly because of conflicts between
jurisdictions, notably provincial and federal, but also to some extent
between municipal and provincial, or municipal and federal, author-
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ities. We hope to get some of our taxation difficulties ironed out as
a result of the report of the Royal Commission on Dominion-Pro-
vincial relations now sitting.

Our largest source of Dominion revenue for the current fiscal
year is our income tax; and we feel that our Income War Tax Act,
as we call it, as originally enacted, and as amended from time to
time, has considerable merit as a modern and progressive measure.
The amendments have been framed with a view to the collection of
revenue rather than for other purposes. And many of the methods
of avoidance and evasion possible under income tax legislation of
other countries have been carefully guarded against. Alertness in
the framing and reframing of an income tax act may not create
much enthusiasm, but it is both an evidence and a condition of
progress.

But, you may ask, are the revenues raised by the Canadian taxa-
tion system applied to the advancement of the welfare of the people?
All T can say is that I think we are moderately well advanced in our
social legislation. Workmen's Compensation Acts and child labor
laws have long been on the statute books. There are minimum wage
laws in eight of the nine provinces, and in seven of those eight, they
apply to men as well as to women. The province with the largest
population, Ontario, has long paid mothers’ allowances and, with
Dominion assistance, old age pensions. Indeed, in all the provinces
of Canada, old age pensions are now being paid, and in some cases
have been paid since 1927. To some extent, standards of living re-
flect social legislation, and Canadian living standards are fairly high.
For instance, Canadians, while not as well supplied as Americans
with schools, hospitals, automobiles, radios, and telephones, are well
supplied with these facilities and conveniences, as compared with
most other countries.

These facts indicate a flexibility of attitude, a capacity for adap-
tation, and a warmth of social sympathy that have no place in the
picture of a static or unprogressive nation.

But, if progressiveness is a national quality, so is stability. And it
is to this characteristic that I wish to turn for a few minutes now.

To begin with, our political and governmental institutions are
stable. As you know, we have the British parliamentary system,
with minor modifications, in every province and in the Dominion.
The people are intensely democratic. There is no country—not even
this—where a dictator would have harder sledding than in Canada.
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Under no system can public opinion assert itself more promptly. An
executive responsible to the legislature, the term of office of the gov-
ernment and of Members of Parliament limited, but not assured
for any fixed length of time, Cabinet Ministers with seats in the
House and put on their defense continually—these features of our
parliamentary and cabinet systems, when combined with freedom
of the press, freedom of speech, and freedom of assembly, enable
the people really to govern themselves.

Whether for this reason or others, there is, apart from discus-
sion of re-division of powers as between the Dominion and the
provinces, no demand for constitutional change. Otherwise, our
issues are not constitutional issues. There is much demand that
democracy be more efficient, but none that democracy be curtailed.
There is grumbling because Parliament talks so much, but no sugges-
tion that Parliament be muzzled. The Courts are respected. The
people are for law and order. And although they have lived beside
this great Republic for a century and a half, they have a vivid con-
sciousness of their relationship to a modest young man who lives
much of his time in Buckingham Palace and Balmoral Castle.
Whether it is because they respect him so deeply as a man, or be-
cause he sums up in their minds those traditions and institutions
which are close to their hearts, their emotional response to the ap-
peal of the Crown is one of the basic realities of Canadian life.

The stability of our institutions, to which I have referred, is based
upon a more fundamental type of stability, and that is in the tempera-
ment and mentality of our people. The Canadian people are not
subject to waves of mob-mindedness. Time and again, we read of
social phenomena in other countries which we cannot understand
because of our inherent resistibility to crowd-hysteria. Of course,
we are not entirely immune but there is a certain critical habit about
our thinking which usually saves us. Moreover, our population is
divided in such a way racially, religiously, and in some respects
ideologically, that the leader of any cult or “ism” must expect
prompt and intelligent criticism on a broad scale from the elements
in the population to which he does not appeal. Excessive enthusi-
asms and fine frenzies of one kind and another are in this way
checked. Generally speaking, Canadians are a sober, stable people
going about their business in an orderly and sensible way.

These characteristics find economic expression in the stability of
our banking and financial institutions and of our general economy.
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Our banking record has been excellent from the beginning. Since
Confederation only twenty-six Canadian chartered banks, most of
them of relatively small size, have failed. No holder of the notes of
a Canadian bank has suffered a loss since 1881, and no depositor in
a Canadian bank since 1923. During the great depression, not one of
our banks failed, although many failed elsewhere.

The record of our insurance companies has been even more re-
markable. It is a matter of pride to us that no policyholder in a
Dominion company has ever suffered a loss on his policy, nor have
Canadian policyholders of non-Canadian companies fully subject to
the Dominion’s deposit laws ever suffered loss by reason of the
failure or retirement of such companies. This record of stability,
while not universal among the other financial institutions of Canada,
is nevertheless general.

As to our economy generally, there are two stabilizing influences
affecting it, the diversification of our primary and secondary indus-
tries, and the political impossibility of extremes in economic policy.

Certain critics have attempted to make a case for the precarious-
ness of the Canadian economy on the ground that we export between
35% and 40% of our gross production and are thus dependent to
a high degree on export markets. It is true that a few important
commodities, such as wheat, newsprint, base metals, and gold, bulk
largely in our exports and that a serious drop in the world price of
any one of them would exert an important adverse influence on our
whole economic fabric. But this criticism has less point today than
it had some years ago and it is becoming increasingly less valid.

The fact is that Canada has a great variety of natural resources,
and our wealth-producing activities show a greater degree of diver-
sification than those of most countries. Our basic industries of
farming, forestry, fishing, and mining still play an important role,
but, particularly during and since the War, the development of a
wide range of secondary industries has proceeded apace and today,
manufacturing is responsible for almost half of the net value of our
production. This diversification obviously makes for stability. De-
pressed conditions in one field tend to be offset by expansion in
others. Thus, during the depression, a remarkable increase in the
production of gold and other metals—an increase which is still con-
tinuing—has tended to offset depression in wheat farming and other
fields.



22 CANADA’S PROGRESS AND STABILITY

These physical characteristics of our economy, making for sta-
bility, are reinforced by certain less tangible factors. Both primary
and secondary industries in Canada are reasonably sure that they
will never be hurt very much by instability of government policy,
but not only because of the temperament of the people, but also for
another reason which I should like to emphasize. There is a consid-
erable degree of balance between pressure groups in Canada. Ex-
tremes are met and checked by extremes. The agricultural West is
opposed to high tariffs, the industrial East is opposed to free trade.
Accordingly, most of the time, there is tariff moderation and stability.
That curious monetary panacea, Social Credit, won a victory in one
province, but, in the adjoining province, opposing forces defeated it.
And, while the conflict between “sound money” advocates and infla-
tionists goes on, the Bank of Canada pursues a moderate and stable
“easy money” policy and avoids both extremes.

In the realm of economic policy, there is to every action an oppo-
site and almost equal reaction, which makes compromise and mod-
eration the guiding principles of political leaders who expect their
own careers to have stability.

The validity of these contentions may be tested by examination of
the record of our business activity during these last abnormal years.
The physical volume of business in Canada, which is our most com-
prehensive measure of business activity, fell 37.3% from the 1929
average to an average level of 78.7% in 1932, while the index of in-
dustrial production in the United States declined 46%. Since the
tide turned in 1932, or the early part of 1933, business curves in
this country have been characterized by a series of rather sharp
upward and downward fluctuations. In Canada, the rise was
steady and persistent until the high point was reached in the lat-
ter part of 1937. In the United States, business began to de-
cline in August, 1937, and by May of this year the index of indus-
trial production registered a drop of no less than 35%. That index
for the latest available month is 19% below the figure for the cor-
responding month of last year. In Canada, in spite of the fact that
the summer of 1937 witnessed a crop disaster in Western Canada
which a few years ago would have prostrated our economy, business
kept on improving until December and the recession, or rather the
tapering-off process which followed, was only of moderate propor-
tions. At the low point, February, our index of physical production
had fallen by 17% and for the latest available month, October, it
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is only 6% below the same month of last year. These figures sug-
gest that the criticism to which I have referred requires some quali-
fication.

You may be interested in another evidence of stability, indeed of
increasing stability. You will remember that in the year or two
following England’s departure from the gold standard the drastic
decline in the pound sterling exerted abnormal pressure upon the
Canadian dollar, primarily because the United Kingdom constitutes
so important a market for Canadian products. During that period
the Canadian dollar tended to take up a position midway between the
pound sterling and the United States dollar. It is probably signi-
ficant that within the last few weeks the Canadian dollar has shown
a rather remarkable resistance to the downward pressure exerted by
sterling. On Monday of this week the Canadian dollar was at a dis-
count of only 34 of 1% in terms of the United States dollar, as com-
pared with a discount of 4%4% for the pound sterling.

There may be some connection between these facts and another
interesting development now taking place. There is evidence that
foreign capital is again turning to Canada as a haven of refuge.
Canada’s geographical position—remote from the scene of war—her
stable institutions, and the opportunities for profitable investment
offered by her wide and varied resources, appear to be acting as a
magnet for foreign capital. During the last few years we have been
able to repatriate a substantial volume of our securities held abroad,
and this has probably added to the strength of our position, but if
new foreign capital comes in to find, not a temporary refuge, but
permanent investment in productive undertaking, it should strengthen
our economy and accelerate its development.

If time permitted, something could be said about the stability of
our foreign policy. But I must draw my remarks to a close. T sin-
cerely hope that what I have said has not sounded complacent or
boastful. If it has, I can only plead that the subject matter of my
speech necessitated some such treatment as I have given it. Cer-
tainly no Canadian should today address an American audience in
an arrogant spirit, for not a day goes by that we do not feel pro-
foundly thankful that we have such a neighbor beside us as the
United States of America.

I wish only to say, in closing, that recent events have increased our
devotion to country. Our Canadianism has always been strong ex-
ternally—I mean when it came to issues between Canada and other
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nations. But at times it has not been so strong internally—when it
came to our relations with one another. At times it has seemed as
if many a Canadian stood first for himself, next for his town or city
or district, next for his province, and last for Canada. I am satisfied
that for thousands, perhaps millions, that order is being reversed.
The dark week at the end of September made them Canadians first,
individualists last.

We have always been conscious of our ties to Great Britain—the
British connection, as we call it. Recently, we have become increas-
ingly conscious of our ties to the United States. We speak the same
language, we both love freedom, we both hate tyranny, and, to a
large extent, we have the same ideals. The trade agreements recently
signed between the United States and Great Britain, and between the
United States and Canada, marked a great advance in our mutual
relations. In my province, Nova Scotia, I found, when I visited it
less than two weeks ago, that the broad, rather than the narrow, view
was taken of these agreements, that it was not the dollar gain to the
farmer, the fisherman, the lumberman, or the miner that mattered as
much as the interests of Canada, of the Empire, and of democracy.
The signing of these agreements brought to light an unsuspected
breadth of view in thousands of Canadians. The troubles in Europe
are almost more than sensitive men and women can bear, but they
are making us more of a nation, and they are bringing us closer to
our neighbors.

(Applause.)

Tue CHAIRMAN: Mr. Ilsley, we are much indebted to you for
that fine contribution to our program.

Our next speaker relinquished an important financial post in order
to work directly with human material in the field of education. In
so doing, he dramatized the importance to him of human values. Mr.
Thomas S. Gates, President of the University of Pennsylvania, had
achieved outstanding success in the fields of law, banking, and
finance when he chose to place his talents at the disposal of his alma
mater, without remuneration. Mr. Gates has long been interested in
the welfare of the University of Pennsylvania, having served on
its Board of Trustees for many years before he accepted the presi-
dency. In both positions, he has rendered important services in up-
building the usefulness of that great institution.
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Mr. Gates still maintains close contact with the business world
as a director of several industrial and public utility organizations.
He is greatly interested in life insurance and is a trustee of The
Penn Mutual Life Insurance Company. One of Philadelphia’s most
distinguished citizens, he is an outstanding civic leader and is
usually to be found in the forefront of any activity significant to
the welfare of the people of Philadelphia.

It gives me great pleasure to present to you Mr. Thomas S. Gates,
President of the University of Pennsylvania, who will speak to us
on “Education, Insurance, and Research.” Mr. Gates! (Applause.)

EDUCATION, INSURANCE, AND RESEARCH
Mr. Thomas S. Gates then said:
Mg. CHAIRMAN, LADIES, AND GENTLEMEN :

It is a pleasure to address the leaders of a domain of business so
closely bound up with the welfare of our people, particularly so in
these rapidly changing times.

Sometimes one is almost stunned by the velocity of the times.
Take, for instance, the amount of life insurance in force today, as
announced by your chairman. It is difficult to comprehend that this
total is now greater than the 107 billion dollar figure which, as re-
cently as 1904, represented the estimated total of our national wealth.

More life insurance in force today than there was total national
wealth a generation ago. It hardly seems possible!

To many of us in this room, 1904 doesn’t seem so long ago—cer-
tainly not long enough to qualify as ancient history. Yet history has
been written so fast in the field of life insurance that 1904 now ac-
tually is ancient history.

Our universities, for instance, date back to the middle ages. The
oldest in the world, the Moslem University of Al-Azhar in Cairo
was founded in g70. The University of Paris was founded around
1100. Although young compared with these, the university I repre-
sent will celebrate its two hundredth anniversary in 1940. Yet the
history of insurance as a subject in the curriculum of higher educa-
tion dates back only to 1904.

In that year, the University of Pennsylvania appointed Solo-
mon S. Huebner instructor in Insurance and Commerce—the first
such post in any college or university. By 1913, he had developed
this obscure experimental course into a full-fledged department. As
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part of the Wharton School of Finance and Commerce, it now ranks
as one of the outstanding departments of our entire university.

Nor is this a phenomenon of solitary grandeur. There are today
approximately 100 colleges and universities which have courses or
departments of insurance.

We did not enter the field of insurance to provide technical train-
ing for salesmen. That has been, and always should be, your own
activity rather than ours. Nor was it necessary to establish depart-
ments of insurance in order to train actuaries. They could obtain
basic knowledge of their technique in our departments of mathe-
matics.

The fundamental reason why insurance entered the curriculum,
and why it will stay there, is that it is a subject of wide social and
economic importance—a subject of which neither the man who
teaches economics, nor the man who practices it in the fields of busi-
ness or public service, can afford to be ignorant.

Thus it has been that the contributions of education to insurance
have not been in adding new tricks to the trade but, rather, in such
matters as the development of the theory of life value, the concept of
insurance as a profession, the analysis of its social values, and the
stressing of the need for better public understanding of those values
as the key to progress.

That you are intent on such progress is manifest by the theme
you have chosen for this conference—“Underwriting America’s Hu-
man Values”. In underwriting life, you underwrite the necessary
basis of all human values.

Back in 1854, when America’s pioneer life insurance companies
were having a hard time making up their minds whether they had
really found something, or had better confine themselves to the bank-
ing business, the expectancy of life presented a far different picture
than it does today. In that year the Registrar General of England
and Wales recorded 39.9 years as the average expectation of life for
men. Today, it is approximately 6o years.

As you all know, a great proportion of this increase has taken
place in recent years. The masterly twenty-five year report on health
progress issued by one of your leading companies is still so recent
as to be vitally current. The record of an increase of 14 years in
life expectancy among its industrial insured within a quarter of a
century, an increase of approximately 30%, reflects one of the finest
eras in the history of human achievement.
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Even if I were capable of doing so, I ought not to anticipate the
paper which will be delivered when Dr. Harold M. Frost speaks on
“The Human Significance of Changing Mortality”; but I cannot
deal with what seems to me the most important feature in the rela-
tionship of education, insurance, and research, and the outstanding
need and opportunity pertaining to this relationship, without touch-
ing on medical research and its possibilities.

The profound influence of medical research is seen in the gratify-
ing report that you now pay out nearly twice as much to living
policyholders as you pay in death claims. We know that this means,
as compared with the turn of the century, that only one of your
policyholders died of pneumonia where previously three died; that
only one died of tuberculosis where previously four died; that
typhoid fever, diphtheria, and diarrhea and enteritis have disappeared
from among the ten chief causes of death.

This progress has become so much a matter of course that we tend
to take it for granted. Someone has always taken the responsibility
for seeing that it took place. This responsibility has always been that
of the able.

Almost dismembered in our adolescence by a great Civil War, this
nation was in no position from seventy to eighty years ago to play a
leading part in the beginning of the great era of medical research to
which we owe so much. Pasteur, Lister, Koch, and Virchow were
names representative of civilizations which had wealth, power, and
traditions making them far more able than we to assume the respon-
sibilities of leadership. .

But with the rapid growth of our national wealth, we soon devel-
oped the ability to do our share. We not only developed the material
ability but also the scientific and spiritual ability. We began to add
great names like Walter Reed and Theobald Smith, and, in Philadel-
phia, such figures as Osler, Mitchell, Leidy, and Pepper, to the roll
of those who led in the conquest of disease and death. Equally, if
not more important, we began to develop men like John D. Rocke-
feller, Sr., and Andrew Carnegie who made the work of such men
possible.

You know, as well as I, that medical progress is based on medical
education and that in large part the medical discovery which makes
possible the reduction of mortality and morbidity rates is based on
research conducted by our medical schools. You also know that,
despite the great contributions which have been made to our colleges
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and universities through state support, higher education and research
in this country owe much of their progress to the generous gifts of
wealthy individuals.

Without in any way minimizing what you have done and what
government has done, we must face the fact that the enormous bene-
fits to your policyholders in greater expectation of life, not only in
duration but in lessened hazard of sickness and suffering, is due in
large measure to private philanthropy.

It is your hope as leaders in life insurance and our hope in the
universities that we may work together to increase these benefits.

Last year you were told there still remains a possibility of
adding at least ten more years to the average expectancy of life.
You know, and we know, that part of this gain can be accomplished
whether or not we raise a finger to help. Sometimes a long time
elapses before the full benefits of medical discovery are passed on to
the people. Enough is already known, if only applied, virtually to
stamp out tuberculosis and syphilis; and our public health agencies,
both governmental and private, are waging a splendid fight to bring
this about. Death by pneumonia can be still further greatly reduced
by the application of what is already known. Humanity has won its
greatest battles against contagious disease.

But, having said this, we turn to another picture when we consider
the present chief causes of death, such as heart disease and cancer.
Here we find that the solution of some of the problems has created
still others. Research which has so greatly decreased sickness and
death among infants and children has correspondingly increased the
number of persons of middle and advanced years. The result is
that the degenerative diseases have replaced the contagious diseases
as the prime causes of death.

I am informed that the life insurance companies of this country
are paying out in the neighborhood of $100,000,000 a year because
of deaths due to cancer and an even greater amount on deaths due to
organic heart disease. Suicide may rank further down the list, yet
we all have the conviction that mental ailments, of which suicide is
but one end result, are costing you a tremendous amount not only
in death payments, but also in disability costs and in the removal of
thousands from the group of potential policyholders.

When faced with the question of what can be done about these
problems, we find not a little comfort in the fact that much can be
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accomplished through application of what is already known about
early recognition and treatment. But, in the main, our chief hope
lies in finding that which is still hidden in the vast jungles of the
unknown.

Charles Zeleny, of the University of Illinois, has given us what I
think is one of the best definitions of pure research. “Research”, he
said, “is a guerilla warfare on the unknown.”

For this guerilla warfare we are largely dependent on the research
workers in our medical schools and the hospitals and institutes with
which they are associated. Many of these men have pressed so far
into the jungle of the unknown that they themselves cannot see
clearly what is ahead. They see an indication of something they
cannot explain. They take a shot at it. Many times they haven'’t
much idea of what its significance may be, or at least its total signi-
ficance. Although Banting, for instance, knew he was on the trail
of diabetes, it probably never occurred to him that insulin might
some day prove helpful in the treatment of mental disorders.

This research, which is a guerilla warfare on the unknown, is not
being conducted by isolated and unrelated bands. Nor is correlation
left wholly to the fact that the published results of research in one
clinic or laboratory become available to all other workers in science.
There are a number of bodies that make it their business to keep track
of progress of how the war is progressing with relation to certain
specific problems.

The American Heart Association has a comprehensive idea of the
most hopeful leads in that field. The Research Council of the Amer-
ican Academy of Pediatrics can give a good idea of where money
can be spent most effectively for research in children’s diseases. The
Epilepsy Commission which has its headquarters at Harvard can do
the same in that field. In my opinion one of the best examples is the
International Cancer Research Foundation, which makes a business
of keeping close track of what seem to be the most hopeful advances
in this field. Tt ferrets out the men with demonstrated ability and
promising ideas, and to the full limit of its capacity provides them
with financial aid.

Although it is vital to your interests, you may not realize how
serious a problem the support of research has become. I may be able
to emphasize it by drawing a comparison between your business
and that of the universities. As a business, you aim to make profits,
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even though you do in large measure pass the profits on to your
policyholders. Dividends are dependent on three factors: savings
in expense, interest returns on investments over statutory require-
ments, and savings in mortality.

Like you, we have done everything we can to reduce expenses.
Like you, we have suffered a loss due to decrease in income from our
investments. Unlike you, we are unable to counteract it by direct
profit from the decrease in mortality that results from our research.
Moreover, the private individuals on whose gifts we have depended
for support are no longer able to give as they once did.

Please do not misunderstand me, I do not believe that the era of
private giving has come to an end. But its relative position has
changed, just as the relative positions of European and American
research have changed in the last quarter century.

May I call your attention, for instance, to the situation with re-
gard to the philanthropic foundations which have done so much to
support the development of university research. As Hollis points
out in his recent book on “Philanthropic Foundations and Higher
Education”, foundations have multiplied annually almost by geo-
metric progression. Despite this fact, almost three-fourths of the
known foundation assets are still in the group established before
1915 by Andrew Carnegie and John D. Rockefeller, Sr. Moreover,
the policy which is now being followed by several of the larger
foundations is gradually to liquidate their assets on the theory that
future generations must assume responsibility for their own welfare.
This policy is already far advanced. And we must face the fact that
we have entered an era in which it is unlikely that individuals will be
able to amass such great accumulations of wealth as would be neces-
sary to replace our great foundations. Support of research in uni-
versities is thus becoming more dependent on support based on pres-
ent income rather than on past accumulation.

The primary support of research has been industry—industry
which made money for a man, who assigned that money to research
which, in turn, benefited industry and completed the cycle. This
cycle, thank God, has been the reverse of vicious for all concerned—
worker, stockholder, and consumer have profited by them.

With the growth of income and inheritance taxes, industry can
no longer expect that a few of the more favored individual bene-
ficiaries of its earnings are to be the main support of those actiy-
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ities in education and pure research which underlie hopes of profit
and progress both for industry and for the people as a whole. I am
convinced that the time has come when industry itself must take
more direct responsibility if we are to continue to progress—for the
industries which are dependent on chemistry, for instance, to do
their share to support pure research in chemistry; for the manufac-
turing and electrical industries to help carry on research in physics
and our schools of engineering ; for business and banking to do their
share in the development of our schools of business.

We all recognize that management is no longer regarded as merely
the servant of invested capital but as the steward of the best com-
mon interest of stockholder, employee, consumer, and the general
public. In your field I can think of no better way in which you can
serve the interests of all than by cooperative support of research
which will underwrite the further extension of life and of produc-
tive health.

Only a few of your companies are large enough to attempt exten-
sive independent activity in this field, but together you could exert a
profound influence. The profitable opportunities which are open to
you, profitable both in terms of money and in public good will, are
enormous. Let us say that you were to organize, in connection per-
haps with this Association, a joint foundation to support research
directed at the chief causes of death and to promote activities de-
signed to advance health.

First of all, such a foundation might serve as a raedium of co-
operation both among yourselves and with other ager.cies. Take, for
instance, the question of cooperation with governnient. There are,
for example, some men in the Bureau of the Census who are fighting
very hard to maintain the present Registration Area, which now
covers the entire nation. I am sure that your joint influence and
aid could be of help to them. Better vital statistics not only have
a cold cash value to you but are of tremendous importance to the
whole cause of health. I cannot help but feel also that you may
not have begun to realize on the good-will possibilities open to you
through a formal, joint participation in aiding such an undertaking as
the efforts of the U. S. Public Health Service to stamp out syphilis.

In research there are many fields which have special potentialities
in relation to your business. Take, for instance, climatic research.
There is little doubt that these variations in temperature, humidity,
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and barometric pressure, which we call climate, influence health,
longevity, and productive activity. With the coming of air condi-
tioning we are approaching a time when we can make our own
climate, at least for the 85% of the time which we spend indoors.
The question of whether we know how to regulate our indoor en-
vironment in such manner as to promote health will have an in-
fluence on your future earnings.

What is called “constitutional research” also seems very closely
related to your interests. You have long known the definite connec-
tion, at various ages, between weight in relation to height and the
life expectancy of the individual. I am told that medical research
workers are beginning to find indications of many correlations be-
tween physical characteristics, such as head form, and longevity.
Discoveries of this type will aid you in developing more accurate
means of estimating your risks.

Such activities should indeed prove profitable, but their possibil-
ities are nowhere near as direct as those related to the chief causes
of death. In cancer, let us pass over the tempting thought of the
possibility of a cure, and instead think what it would mean if we
were to extend for but one year the lives of those who now eventu-
ally will die of cancer. I am told that that would mean a saving to
you of at least $7,000,000 a year in interest and premiums alone. The
International Cancer Research I'oundation estimates that the total
amount being spent on cancer research in this country is not more
than $1,000,000 annually—only half that up to about a year ago. A
single manufacturing corporation spends as much as $4,000,000 on
industrial research. I cannot help but feel that the insurance com-
panies are missing a great investment opportunity in cancer research.

I know that it is good practice in the life insurance field to be
conservative and that economy is one of your watchwords. If you
were indeed to follow the suggestion I have made, not because I sug-
gested it but because it is along a line which you yourselves have
been thinking for many years, it is not unlikely that you would start
first on an experimental basis.

Even a fraction of one per cent on the business of each company,
a fraction such as many industries think nothing of applying to
group advertising alone, would provide a sizeable fund for re-
search. By using the knowledge and personnel available in founda-
tions, commissions and universities, such as I have mentioned, the
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overhead should be negligible. Duplication of effort would be mini-
mized and the impact of one united effort would be of great signi-
ficance.

If you are hesitant, I ask you to think first of your policyholders.
Are they going to object if you spend a small fraction of their
premiums to promote their chances of longer and happier life?
Where you have stockholders as well as policyholders, is it or is it
not to their interest that dividend possibilities should be bettered by
lowering the mortality and morbidity rates? And that minority of
the general public which has neither policies or stock, but cannot
help but benefit. Are you likely to face an outery from this direction?

There is also the question of government attitude. From those
branches of the government which are most closely concerned, I feel
certain you can count on both appreciation and support. What, after
all, has been the chief criticism which government, at times justly
and at times unjustly, has leveled at private enterprise, and given as
a reason for extending still further its field of operation? It has been
the charge that private enterprise is unwilling or incapable of assum-
ing the larger social responsibilities of our age.

Most certainly you should have nothing to fear and much to gain
if you couple an undertaking for the support of research with a
sound public relations program which will tell everyone what you
are doing and why.

Gentlemen, I see two possibilities. One is the unpleasant eventu-
ality that in future years you will less frequently hear the glad tid-
ings that once again there has been a reduction in the mortality rate.
That is the natural expectation if there is a slackening in basic re-
search. Much can still be done on the basis of what is already
known, but eventually the possibilities of application depend on dis-
covery.

The other possibility I see is that of maintaining the record of
progress which has been so fruitful; of this progress being attri-
butable in far greater measure than ever before to the life insurance
companies themselves; of the life insurance companies standing out
as the leading factor in a new demonstration of the ability of private
enterprise to justify itself, and the system which makes it possible,
through service to humanity.

(Applause.)
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THE CHAIRMAN: Mr, Gates, we are much indebted to you for
presenting your paper.

We are now going to have greetings from some of our kindred
insurance organizations. Not the least instrumental in the progress of
life insurance to its present place of usefulness in American life have
been the various life insurance Associations, both of companies and of
agents, which have played so large a part in fostering a spirit of
cooperation, not only within their own groups, but throughout the
entire business. The ultimate and common objective of all such
associations is to promote the interests of policyholders and this
harmony of purpose has made for genuinely cordial and friendly
relations among these various groups.

It is, therefore, altogether fitting at meetings of this Association
to reaffirm this spirit of friendship through the presence on our
platform of representatives of other Associations in the life insur-
ance field. Accordingly, it is now my great pleasure to present, on
behalf of our Association, cordial salutations to the American Life
Convention, The Canadian Life Insurance Officers Association, and
The National Association of Life Underwriters, and to extend a
hearty welcome to the gentlemen who will present messages of
greeting on behalf of these organizations.

The American Life Convention sends its greeting through its
President, Mr. W. T. Grant, whom it is now my pleasure to present
to you. Mr. Grant has long served the institution of life insurance
with great ability and, since 1922, has been the chief executive of the
Business Men's Assurance Company of Kansas City, Missouri. Mr.
Grant! (Applause.)

MESSAGE FROM THE AMERICAN LIFE CONVENTION

Mr. W. T. GraNT: MR. CHAIRMAN, AND FRIENDS:

One of the finest examples of the cordial friendship that exists
between the members of The Association of Life Insurance Presi-
dents and the American Life Convention is that happy custom that
you have established of inviting the current President of our organiza-
tion to address you at these annual meetings.

In bringing these greetings from our member companies, I also
bring them from our efficient staff, headed by our mutual friend
Colonel Robbins. We, of the A.L.C,, are fortunate in having a man
so well qualified by natural ability, broad experience in life insur-
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ance, and in general administrative affairs. And you, too, are to be
congratulated in having as your chief officer, Mr. Vincent P. Whitsitt,
who with his able associates is quite as well known and appreciated by
many of our companies, as by your own.

You don’t know what a comfort it is to me in getting up here to-
day, as the current head of the American Life Convention, to have
sitting at my side, giving me, I am sure, his moral support, my good
friend and my associate on the Executive Committee of the Amer-
ican Life Convention, your Chairman, the Honorable Julian Price.
I believe that through some oversight, this is the first time that that
title has been properly given him this morning.

I thank you also, Mr. Chairman, for the fact that you have, by
your example, given me the privilege of not reading closely my notes.

TreE CHAIRMAN: Hand them to me!

Mr. GranT: No, I'll keep them. (Laughter.) I never could
speak very well but I can’t even read as well as I speak so you will
have to take a chance on some of the things that I am going to say
here.

I deem it a very fortunate circumstance that the friendly relations
that I have just mentioned do exist between these two organizations
at this particular time. I say, this time, because it seems to me that
we are in the midst of a period when we are confronted with more
than the ordinary number of perplexing problems and in order to
solve them, as we will solve them, we must have the friendly, the
finest degree of, cooperation among all companies in all locations ; all
sizes, and as I say, in all locations. I would like to emphasize that.

While my introduction calls for greetings only, I do not feel that
I would quite justify taking any time on this platform this morning
if I did not at least comment on some of the problems that seem to
me to be the major ones in this year of 1938.

One of the questions that confronts us and confronts business in
general is that of creating a better understanding of what business
means and what business will contribute toward the prosperity, or
the lack of prosperity, of this country. In mentioning this, I would
like for the moment to pay tribute to my fellow townsman, my very
near neighbor and my lifelong friend, George Davis, the current
President of the United States Chamber of Commerce, who, in his
campaign, or rather the campaign of the Chamber headed by George
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Davis, has, in my opinion, made a tremendous impression on this
country through the use of the slogan that you have seen on twelve
thousand billboards scattered throughout the country (and there will
be some twenty thousand billboards this year, if present plans ma-
ture) saying in terse language, and in words that can be understood,
the things that ought to be said about the business of this country.

We are in the same situation, perhaps to the same degree, that
general business is. The public does not understand life insurance as
well as it should. I doubt if the public will ever thoroughly under-
stand life insurance. But I am sure they understand it better today
than they did in any previous generation and I am sure that it is our
duty to see to it that that understanding is made as broad and as
general as may be.

Of course, one of the problems that anyone would have to name,
and which was touched upon by President Gates in the address
which he just delivered, is that of the interest return on savings. It
has been right fashionable for many years, not only the last few
years but for many years, to plead in behalf of the borrower, the
man who borrows money and pays interest. It has not been so
fashionable to speak in behalf of those who receive that interest. I
would like to commend for your consideration, the address made by
Mr. Alfred N. Mitchell, President of The Canada Life Assurance
Company, before our convention in Chicago recently, in which he
spoke very enlighteningly on that subject.

I want to plead just for a moment this morning, not for the bor-
rower, because for the main part the borrower is not a man or
woman in financial distress. Interest in the main is not paid by the
poor ; it is paid by those who are reasonably well-to-do or those who
are rich. The biggest borrower we ever had in our home town was
the richest man we had there, and the lower the interest rates went,
the more he benefited proportionately.

I have no fault to find with whatever money will command, so long
as it is left free to make its own market. I do, however, remind
those who would arbitrarily reduce the earnings on savings and on
invested capital that they are working in direct contradiction to the
principle that has recently been very popular and is becoming very
general—the Canadian speaker spoke of it in Canada—the wage and
hour law. We have just enacted a law that says to the laborer, “You
shall receive a minimum wage.” Whenever a law is enacted or a regu-
lation issued that says to the borrower, “You shall pay a maximum
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rate,” we are in the same breath saying to the saver, “You shall re-
ceive a maximum return.”

I submit to you that it is inconsistent to say to a working man or
a man or woman who is needy, “We want you to make all the money
you can, but we are not going to let that money earn over a certain
amount for you after you have saved it and invested it, whether it be
in life insurance or in a bank or in a savings and loan association or
a bond or whatever it may be.” There is absolute inconsistency, in
my opinion, in that theory, and as I say, I want to plead in behalf
of the sixty-four million owners of life insurance contracts, of the
thirty-five or forty million depositors in savings banks and savings
and loan associations, who, according to a statement made the other
day by Mr. Orval W. Adams, the then President of the American
Bankers Association, are losing about three-quarters of a billion dol-
lars a year because of the drop in interest returns within the last five
or six years.

You know what the regulations are on banks as to paying interest
on deposits; you know who the principal losers are; you know that
the owners of life insurance contracts are not the rich men and
women of the country. How could they be when their average ac-
cumulation is only about $400°?

The drop in interest on life insurance assets alone, if it be 1%
(and I am reliably informed that it is approximately that), means a
loss to the policyowners of American life insurance companies of
nearly three hundred million dollars in this year of 1938. I need not
remind you of how that loss has to be made up. It is merely taking
it out of one pocket; taking it out of the pocket of the saver to the
benefit of the borrower, and it is recognizing the minority in favor
of the majority, because there are always more savers than there are
borrowers.

I suspect that if we counted the number of those borrowing on our
policies, if we go to our records, we would find that at no time
has there been more than perhaps approximately one-fifth of our
total number of policyowners that have used the borrowing privilege
on their contracts. I suspect that of all the farms and homes owned
throughout this land, there is probably not more than 25% to 35%
of them on which money has been borrowed. I did not take the
time to look up the figures on that, but I think you will find those
are reasonably accurate,
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We have another problem, with government competition. That
again is not limited to the field of insurance. Not long ago, a Con-
gressman from my home city, Kansas City, was made chairman of
a committee to investigate government competition. It is not new;
it is not limited to our business. Certainly the banking industry is
feeling it in its competition with lending agencies. Certainly, we are
feeling it because in a sense we are engaged in a banking or a lend-
ing business.

I am not trying to offer any solutions or any conclusions; I am
only asking that we realize that these problems, as I believe them to
be, are of major importance and that we should not sit by and do
nothing or not do everything within the power of life insurance man-
agement to meet them.

Another one perhaps, and I will not attempt to try to name all of
them, is that of creating a better understanding between our own
institutions and our customers, our clients.

Because these problems exist now does not mean that we have a
harder job confronting us than others have had. I suspect (address-
ing Mr. Thomas A. Buckner, of the New York Life Insurance Com-
pany) that back in the days when you lived in Independence, Mis-
souri, and even in the days when I started to work for your com-
pany in your office at Kansas City, if the oldtimers who were re-
sponsible for the handling of the trustee funds of those days could
step back into the picture on this first day of December, 1938, and
listen to an outline of the problems which we seem to think so im-
portant, they would really have a good laugh at our expense. They
would say, “Why, you haven’t anything to worry about! You ought
to have been living in those days, fifty years ago, when we met
them!” And we are going to meet them, but we are not going to
meet them unless we recognize them and unless we do everything,
not only in the way of working among ourselves, but of getting the
public more and more to understand the services rendered by this
institution,

Let me assure you again of my own sincere appreciation and the
appreciation of the members of the American Life Convention in
being the beneficiaries of your very cordial hospitality, and to wish
for you, Mr. Chairman, and friends of The Association of Life In-
surance Presidents, the most successful meeting that you have ever
had. Thank you! (Applause.)
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THE CHAIRMAN: It is now my pleasure to introduce to you Mr.
Alfred N. Mitchell, President of The Canadian Life Insurance
Officers Association, who brings us a message of greeting from that
organization. Mr. Mitchell has spent practically his entire business
life in the service of Canadian companies and is now President of
The Canada Life Assurance Company. It is a pleasure to present
him to you at this time. Mr. Mitchell! (Applause.)

MESSAGE FROM THE CANADIAN LIFE INSURANCE
OFFICERS ASSOCIATION

Mr. Arrrep N. MircHELL: MR, CHAIRMAN, LADIES, AND
GENTLEMEN

It is a great privilege to bring greetings today from a sister Asso-
ciation in life insurance dealing with the country that lies north of
the Great Lakes. It is a special privilege, because the outstanding
picture that this year has imprinted on the pages of history makes
noteworthy any message of international greetings born of down-
right friendship.

Our two nations, over a long period, have established something
absolutely unique in international relationships. We can be pointed
out as a perfect example of what should be, and could be, in world
politics.

It is worth noting, however, that our situation does not result
from any carefully thought out special treaties or special agreements
between the two countries. It arises, I think, from the fact that our
two peoples have learned to know each other. We have established
a new and unique type of internationalism that does not interfere in
the slightest degree with our nationalism.

I think the cause lies elsewhere than in formally arranged agree-
ments. We belong to your Associations, and you to ours. We take
part in each other’s business parleys as though we were of one
country. Many of our business houses are internationally organ-
ized, without thinking of themselves as operating in a foreign field.
Our business men travel back and forth between the cities of both
countries as they do between the cities of their own respective coun-
tries. Our schools and colleges educate our youth through instruc-
tors from both nations. Our young people inter-marry. Yet none of
this constant intermingling tempts either of our peoples to instruct
the other on how its civil government and its jurisdiction should be



40 MESSAGE FROM CANADIAN LIFE OFFICERS ASSOCIATION

set up or administered. In other words, we live as good neighbors.
We live and let live.

This condition is as natural to us as rain or snow, but it is in-
comprehensible to our friends over in Europe. In the process of
time, however, the internationalism we demonstrate will, I personally
am convinced, be the method which will produce a permanent world
peace. I do not think it will happen before I stand before the gates
of St. Peter, however.

Our example, now over a century old and constantly more fixed
in its results, gives the lie to those who protest that force, not reason,
must be the ultimate solvent of international relations.

Our two Associations, with their interlocking memberships and
constantly-reciprocating arrangements for jointly underwriting the
human values of these two countries, perfectly illustrate the relation-
ships of our two peoples. Each of us assists in the other’s develop-
ment, and yet we do nothing to detract from the individualism and
nationalism of the other.

The recent three-party trade agreements are, I believe, an expres-
sion of this growing desire to develop by cooperation. No matter
what our individual opinion may be regarding any particular tariff
feature affected, I believe that, as a whole, we applaud the attempt
to bring about betterment by cooperation. The governments of all
democracies are being faced with definite attempts from two opposite
directions to wipe out the principles they stand for. Circumstances
are forcing them to realize the necessity of safeguarding their in-
terests by cooperative effort. Enlargement of these tri-partite agree-
ments will be forced upon us by those who openly advocate a world
of force and autocracy.

It may not be an ultimate misfortune if the recent development of
antipathetic feeling toward democracies on the part of both Fascist
and Communist autocracies causes us to proceed more rapidly in
the direction of international cooperation.

Present-day communications have reduced the world to small
compass. This closeness of contact accentuates the necessity for
beneficial international relationships. In this year, therefore, when
insatiate ambition has attempted once more to overcome sections of
the world by force, it is a particular privilege to bear international
greetings which are based on true friendship and which demon-
strate that in a large section of the world neighborly relations be-
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tween nations are still observed and are regarded as an ideal.
Thank you! (Applause.)

TuE CHAlIRMAN: Mr. Mitchell, you Canadians are always wel-
come and we are glad to have you on our program this morning.

Mr. Holgar J. Johnson, General Agent at Pittsburgh for The
Penn Mutual Life Insurance Company, will now speak to us as
President of The National Association of Life Underwriters. He
has been connected with life insurance since 1922, and heads one of
the most successful agencies in the country. After long service on
at least seven important committees, The National Association of
Life Underwriters elected him President at its annual meeting in
September of this year. It is a pleasure to present him to you. Mr.
Johnson! (Applause.)

MESSAGE FROM THE NATIONAL ASSOCIATION OI
LIFE UNDERWRITERS

Mr. Hovrcar J. JounsonN: MRr. CHAIRMAN, LADIES, AND
GENTLEMEN

Both of the preceding gentlemen who have had the privilege of
bringing greetings to this gathering have told you that it was a dis-
tinct privilege. I should like to reiterate that and tell you again that
it is a distinct privilege to have the opportunity of bringing to you
the greetings of The National Association of Life Underwriters,
representing as it does, twenty-eight thousand of your agents, lo-
cated in every state in the Union. Because of the fact that they are
your agents and members of The National Association of Life Un-
derwriters, I appreciate this opportunity to report to you, and
to discuss with you, a few of the major objectives of our Associa-
tion—especially those which express in substance your theme for
this meeting, “Underwriting America’s Human Values.”

One of the greatest assets in every company is its agency force.
Even though we recognize its great record of results, we are neces-
sarily interested in seeing that the agency force attains an even
higher level of performance in its responsibility for insuring more
adequately the life value of the American people.

Your agents, who are our Association members, are, in the final
analysis, your direct representatives with the public. They interpret
the institution of life insurance to the American people. They are
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the ambassadors of goodwill and fine public relations for our in-
stitution.

In view of this, won’t you think with me about those things which
will help us to make the agent a better qualified representative and
thereby give to him a greater share of the prestige to which he is
justly entitled, because of the part he plays in the economic and so-
cial life of his community?

With your many responsibilities of stewardship for American
life insurance—and the history of your performance speaks well for
the seriousness with which you accept that stewardship, for I know
of no business where official integrity has proved to be of a higher
order than that which exists in our business—but with the diversity
of your responsibility and the many immediate problems which com-
pete for your time, it has probably become necessary for you to dele-
gate most of the consideration of these agency problems to others.
Therefore, I am happy to review with you certain thoughts which
we believe will be of real interest to you.

Some people would look at the American Agency System quite
critically, but, even in spite of the fact that they may do so, they
must agree that it has been a major factor in bringing to America
the protection which it now holds, for while attempts have been
made to distribute life insurance without it, the results have been far
from impressive. There have been attempts at direct-mail distribu-
tion of life insurance. They have not succeeded too well. There
have been attempts at over-the-counter sales, especially in Massa-
chusetts, through the savings banks. The results have not been very
impressive during the past thirty years, in spite of the fact that they
have operated a major portion of that time under a form of state
subsidy. Even war-risk insurance, which started with a total of over
seven billions, has dwindled to two and a half billions. I think it is
safe to say that these results reflect the lack of personal service such
as is provided by the agent and the agency system.

On the other hand, when one contemplates that under the agency
system our American life insurance companies have built approxi-
mately 70% of the world’s life insurance in force, with about 7% of
its population, we must recognize the fact that the agency system
has justified itself.

While facts testify to the value of the American Agency System,
it is not perfect, for no human instrument attains perfection, but we
have a responsibility to strive constantly, through aggressive action,



MESSAGE FROM NATIONAL LIFE UNDERWRITERS 43

to improve its service and thus strengthen the very keystone of the
system itself—the agent. In doing those things which will strengthen
the agent's hand and bring to him a larger degree of the prestige
to which he is entitled, we strengthen the whole American Agency
System.

This year, as I travel throughout the country, I am taking occa-
sion to point out to the agent the part he must play, and, to the gen-
eral agents and managers their parts, for they have a major share
in the strengthening of the agency system and in doing those things
which will bring to the agent his rightful prestige. Likewise, the
company official has his responsibility.

A few weeks ago, it was my privilege to attend the Life Agency
Officers Meeting in Chicago, and I was tremendously impressed
with the seriousness with which they considered their responsibility
in streamlining our sales system in face of changing sales trends,
and in the building of the agent’s position. I ask that you give them
your whole-hearted support, for they need your help and cooper-
ation, and that of every other executive in the various departments
in the home office, in strengthening and perfecting the distribution
system of our great companies.

In considering specifically such measures in which you can par-
ticipate in helping to raise the agent’s prestige, I ask your consid-
eration of the following thoughts:

Realizing that the American people, as such, recognize position
rather than person, I seek your aid in enhancing the agent’s position
with the public. He is considered primarily as a salesman because
the public consciously knows he lives by his sales effort, but our life
insurance agent is more than a salesman: (a) He must create his
market; (b) He must honestly attempt to interpret what he believes
to be the best possible life insurance policy for the insured’s needs;
(¢) He must work for the conservation of business in times of
stress and strain; (d) He must see to it that the insurance is prop-
erly distributed, which, incidentally, involves some knowledge of
trusts, estate distribution procedures, taxes, and many other phases
of modern life; (e) He must adequately supervise changes of bene-
ficiary to see that they conform with the changes in circumstances
of the insured; (f) He must also be a salesman.

The public sees him primarily as a salesman. ‘I ask that in your
advertising programs this year more of the copy be built to depict
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the full importance of his position and thereby glorify the American
agent.

However, there are more fundamental things we must do in order
to help this agent, your direct representative, and to place him be-
fore the public as you and I would have him appear. We have
a responsibility to recognize the fact that each agent is an indi-
vidual personality, striving with hopes, ambitions, and desires.
He is not merely a producing unit. This entails the recognition on
our part that total volume of production is not the only thing to be
sought. Rather, we must build into our consciousness that the indi-
vidual production per man is the measure of development of an
agency or a company. I feel that you will agree with me that it is
not enough to interpret company volume as so much paid-for busi-
ness, but rather the amount each producing agent contributes. It is
necessary that we see to it that the individual agent or representa-
tive produces sufficient results to earn a reasonable livelihood, for
he must first earn a fair living before he can render proper service
to the public.

Let us review with care the demands we make for new agents.
We must, of course, have growth and new blood, but only to the
degree that we can provide adequate training and supervision for a
permanent career in life insurance.

Let us consider the necessity of providing a continuous and more
adequate program of education and training for our established
agents, as well as a greater knowledge of company policies, so that
our agents may bring to the American people the answers to the
public’s questions about life insurance and the relation of their life
insurance to their estates and their living programs.

Another point involves a more careful selection of agency repre-
sentatives, making it possible to provide for careers in life insurance
distribution, as against merely appointing agents for the purpose of
producing a volume of business.

These points bring me to the major emphasis on which I ask your
thoughtful consideration. It involves the problem of the agent’s in-
come as now distributed.

From my discussions with agents, managers, and some company
officials, as well as from my own agency management experience, I
believe that the most important improvement that must be consid-
ered in our agency system is the stabilization of our agents’ income.
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I hope you will agree with me that, in this, our companies should
assume the leadership.

How many of our average producers, because of irregularity of
production results and the demand on their time for service, find
themselves at the end of their career with little or no financial re-
serve? Because of the fluctuation of their income, they find it ex-
tremely difficult to establish any fixed standard of living which
leaves sufficient margin for future security.

This does not necessarily mean changing the compensation fac-
tors, but rather the distribution of present income factors by the
company or by the general agent or manager, or by both, in order
to accomplish this objective.

Such a wholesome change would have a far-reaching result, not
only in the agent’s attitude because of the removal of fear and un-
certainty, but also by taking away the pressure on the public for
immediate results, and would I believe, provide a higher degree of
service to the insured. Above all, the removal of economic pressure
would have its jnfluence on the production of a higher quality of
business with a greater persistence.

Many of our executive officers have told us that the future of life
insurance costs will be determined largely by mortality. This, in
turn, presupposes the production of quality business, and this re-
quires the type of full-time agent in our urban centers who will
produce such business and adequately represent the companies with
the public.

If this be true, that the cost of life insurance will be influenced
largely by mortality which in turn is influenced by our agency rep-
resentation, then the things we do which will bring to the agent a
greater prestige and recognition will in reality strengthen the entire
structure of the life insurance business.

In conclusion, may I assure you that we appreciate the leadership
you have given to the development of the institution of life insur-
ance, and we pledge to you our whole-hearted support toward the
accomplishment of those things which will help to underwrite more
adequately America’s human values. Thank you! (Applause.)

Tue CHAIRMAN: Mr. Johnson, we are very grateful to you for
that fine message. I am sure we all appreciate the cooperation that
your Association has always given us.



46 COMMITTEE ON RESOLUTIONS

I should like to appoint the following Committee on Resolutions:

Mr. E. E. Rhodes, of New Jersey, Chairman ;
Mr. C. S. V. Branch, of Montreal ;

Mr. Allan E. Brosmith, of Connecticut;
Mr. L. W. Dawson, of New York;

Hon. Byron K. Elliott, of Massachusetts;
Hon. Wesley E. Monk, of Massachusetts;
Hon. C. Petrus Peterson, of Nebraska ;

Hon. William C, Safford, of Ohio;

Mr. George B. Young, of Vermont.

Mr. Hogg, the Association’s Assistant General Counsel, will act as
Secretary to the Committee.

(The morning session then adjourned at 12:30 o’clock. )



LIFE INSURANCE STEWARDSHIP 47

FIRST DAY
AFTERNOON SESSION
Thursday, December 1, 1938
MR. JULIAN PRICE IN THE CHAIR
The Convention reassembled at 2.40 P. M.

Tae CHAIRMAN: We are delighted to see so many here this
afternoon.

In many businesses it is the custom, at the end of the year, to take
an inventory. Although life insurance companies do not “take stock”
in the literal sense of the word, nonetheless we, too, must pause from
time to time to review our position so that we may be able to render
an account of our stewardship.

The man who is to cast our accounts for us today, in an address
entitled “Life Insurance Stewardship,” is Mr. Ethelbert Ide Low,
Chairman of the Board of the Home Life Insurance Company, of
New York. An able lawyer, Mr. Low was an active member of
the New York Bar for many years prior to his election to the
presidency of the Home Life Insurance Company in 1924. Since
that time, his leadership has exemplified in every way the highest
ideals of life insurance stewardship. He became Chairman of the
Board of his company in 1929,

Upon becoming its president, Mr. Low chose a characteristically
direct and thorough method of familiarizing himself with his organi-
zation. By actually going into the field and soliciting insurance him-
self, he became intimately acquainted with the agents and their
problems and, in so doing, laid a firm foundation for meeting his
own executive problems. Thus, from the very start of his life
insurance career, he has displayed a remarkable talent for under-
standing men and has inspiringly demonstrated his sincerity and
capability in discharging the responsibilities of his stewardship.

It is with great pleasure that I present him to you. Mr. Low!
(Applause.)

LIFE INSURANCE STEWARDSHIP
Mr. Ethelbert Ide Low then made the following address:
Mgr. CHEAIRMAN, LLADIES, AND GENTLEMEN :

The subject that has been assigned to me is not a new one. It has
been before this Association several times. The late George E. Ide,
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President of the Home Life Insurance Company for twenty-five
years, took it as the subject of his address at our Sixth Annual
Meeting in December, 1912. Mr. Ide characterized his remarks on
that occasion as trite and commonplace. My remarks will also be
an exposition of the obvious. At this time, when we are busy with
so many new and knotty problems, it may be well to pause in the
discussion of the technical side of our business, its supervision and
regulations, trends of mortality, types of investments, and view our
responsibilities as a whole—to divert our attention for a moment
from the individual trees and take a broad view of the woods.

Stewardship, or Trusteeship, has always been the very essence of
life insurance management. Collectively, American life insurance
management is trustee for some twenty-seven billion dollars, repre-
senting the savings of some sixty-four million policyholders. The
magnitude of these figures must of necessity bring home to us the
great responsibility which we have accepted.

What and why is life insurance? The late Darwin P. Kingsley, of
the New York Life Insurance Company, described it as follows :—
“Life Insurance is an agreement between men by which they so dis-
tribute amongst themselves the misfortunes of life and the certainty
of death, that the full force of misfortune and some of the worst
phases of death are shared in such small proportions by the mass,
that the burden and suffering is scarcely felt by the individual.”

Life insurance, to my mind, is the lineal descendant of the custom
of our forefathers and the pioneers of the West whereby, when a
new house was to be raised or a barn built or any work of major
importance was to be undertaken, the neighbors gathered together
and, by their united efforts, brought the enterprise to a successful
conclusion. This was not charity, not dependence on the government.
It was self-reliance and cooperation. Each man knew that, when his
turn came, his neighbors would rally to his assistance.

The modern, independent, self-reliant American—rugged indi-
vidualist, if you will—still wants to “do his own doing,” to take care
of himself, his wife, and his children. He has taken on certain re-
sponsibilities and believes that, while he lives, he can fulfill these
responsibilities himself. But in case of his premature death, he
wants to feel that he himself has taken care of their future. He,
therefore, combines with millions of others in purchasing life insur-
ance, saying to himself, “If T die, I, with the help of the other mil-
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lions of policyholders, will have provided for my loved ones. If I
do not die, I will have helped the other fellow provide for his.”

In making up his budget, he sets aside the funds necessary for
the payment of his premiums. He keeps them paid, sometimes at a
great sacrifice—by going without things he would like to have—but
he says to himself, “This is my job and I am doing it.”

These sixty-four million policyholders have turned over to us .
some twenty-seven billion dollars of savings. They have said to us,
“Here are our savings. They represent our plans for the future se-
curity of our families and ourselves. They are a sacred trust. Ad-
minister them wisely.”

What, then, are our duties? What is our stewardship? When
life insurance was young, the answer was comparatively simple. Our
policies provided for the payment of a lump sum to the beneficiary
and, when this was done, our duty was ended. Now our duties have
become more complex. Experience taught that the payment of a
lump sum to the beneficiary did not, in many cases, carry out the
wishes of the policyholder. The beneficiary sometimes was extrava-
gant and wasted the proceeds. More often the beneficiary was inex-
perienced and entrusted the investment of these funds to well-mean-
ing but equally inexperienced relatives and friends. Sometimes the
beneficiary fell into the hands of crooked schemers. The plans of
the policyholder were not carried out and his sacrifices were in vain.
We saw that we were not doing our full duty, although we were
living up to the letter of our contract.

We saw that our stewardship required us to provide policies that
would carry out more fully the wishes and satisfy the needs of each
one of our policyholders. How we are fulfilling this duty, an ex-
amination, even a cursory one, of the policies now issued will show.
They range from Convertible Term Insurance, for the man who can
pay but little but needs immediate protection, to the Income
Policies and the modern supplemental agreement, which require us
to retain the proceeds and administer them for the benefit of the
beneficiaries in accordance with the wishes of the policyholder. We
believe our policies cover every need that can be covered by the
legitimate use of life insurance. Nevertheless, the best brains in the
business are working continuously in an effort to provide even more
complete coverage. 3

But having the proper policies is not enough. We must have the
means of ascertaining the needs of our prospective policyholder and
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of placing the proper policy in his hands—plan his life insurance
estate. This brings us to our duties in respect to our agency force,
and the duties and responsibilities of our agency force to the public.

Gone are the days when the broken-down second cousin sold
thousand-dollar policies to his unwilling relatives and friends for no
good reason except that he needed the money. It is the responsi-
bility of the modern life insurance agent—or “life underwriter,” as
he should be called—to equip himself with a full knowledge of the
policies he has to place so as to be able to analyze intelligently the
needs of his clients and sell them the type of policy or policies that
satisfy those needs—to properly plan their life insurance estates. He
is no longer a high-pressure salesman who, with a flow of language
and an overbearing personality, forces a bewildered prospect to
sign on the dotted line, the prospect knowing neither what he bought
nor why he bought it. This type of salesmanship gave a large volume
of sales, but a larger proportion of lapses. Neither the company
nor the policyholder was satisfied. Neither the company nor the
underwriter had fulfilled their responsibilities. The modern life
underwriter first ascertains his prospect’s circumstances, what insur-
ance he has, what results he wishes to obtain, and then maps out an
intelligent program. His prospect becomes his client, as well as his
policyholder, and relies on him for insurance advice in the same way
that he relies on his physician for medical advice and his lawyer for
legal advice. He has become a technical adviser—not merely a sales-
man.

Life insurance executives have made this possible by their own
study and by their careful education of their agency force. The life
underwriter has made it possible by the realization of his steward-
ship—the realization that he is a trustee in the very highest sense, by
his willingness to give the time and effort necessary to thoroughly
study and master his subject. His expert knowledge and disinter-
ested advice more than any other factor determine the effectiveness
of the life insurance plan which the policyholder is making sacri-
fices to carry through. The sales organizations of American life
insurance are discharging their trusteeship with fidelity and intel-
ligence,

Some sixty-four million of policyholders have placed in our hands
approximately twenty-seven billion dollars of their savings. How
this is invested is not within the scope of this paper. That subject is
to be treated by another speaker to-morrow morning. It is enough to
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say that it is invested in farm and city mortgages, Federal, State, and
Municipal securities, in the bonds of railroads, public utilities, and
other industries. This reserve of funds, which otherwise might have
been dissipated, has helped largely in the development of our coun-
try. Our question today is our responsibility and how we are living
up to it.

The weight of the proper investment and preservation of these
twenty-seven billion dollars of assets rests on the shoulders of the di-
rectors and executives of the life insurance companies. It is their
duty and responsibility to see that these funds are properly and wisely
administered. The responsibility is theirs and cannot and should not
be shifted to the legislatures of the various states by too hampering
restrictions. That there should be a broad law governing these invest-
ments is necessary and proper. It should not be possible, and is not
under the New York law or under the laws of any state with which
I am familiar, for the board of directors or for any director, to use
the funds under their control to control any other corporation or
business. Their discretion is wisely confined to underlying securities
which have no voting power, or to such a small proportion of secu-
rities carrying voting power that no dominance of industry is
possible.

Minute legislative directions and limitations as to how these funds
must be invested cannot but work harm. Legislative enactments are
fixed and not flexible. They cannot be made to fit the changing in-
vestment situation as it shifts from year to year. One year it may
be to the advantage of the companies to invest their ever-increasing
funds largely in mortgages, in another year it may be in a certain
type of corporate bond or in government securities. As I have said,
this responsibility rests on the trustees and directors of the com-
panies, and they cannot and should not be able to shift it.

The assets of the life insurance companies are bound to increase.
This is inevitable under the system of “level premium” insurance,
which requires an annual addition to the reserve on each policy.
The problem, then, is the wise and safe investment of these ever-
increasing funds.

In mapping any investment policy, the first question to be asked is
what is the purpose of the investment, what results are to be obtained,
what obligations are to be undertaken? The investments of a bank
require a large amount of liquidity. Large depositors may make
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heavy withdrawals without warning. Their investments must be
made with that in mind.

Other organizations, formed primarily for profit, may legitimately
invest in more speculative securities—their stockholders knowing and
assenting to the added risk in the hope of larger profits.

In the case of fire insurance companies, their obligations run for
a short period—one to five years. Their investments must be made
accordingly.

Examples could be multiplied.

What, then, is our stewardship in regard to these twenty-seven
billions of dollars? Why were they entrusted to us? What results
are we expected to obtain?

They were entrusted to us by some sixty-four million policyholders
in order that we might achieve for them their hopes and aspirations
for the future economic welfare of their families and for them-
selves. They do not ask us to make money for them. They do not
loan it to us that we may use it for our own purposes. It is not
entrusted to us for a quick turnover. We are not investing for a few
days or years. Some of our policies may run for sixty years or
more.

Our obligations are simple and clearly defined. Our duty and our
sacred trust is to so invest these funds that every payment called for
by our policies may be made promptly on the day it is due, whether
that day comes to-morrow, next week, next year, or sixty years hence.
“Safety First” must be our motto. Our stewardship calls for the
highest fidelity, foresight, and care.

While the technical side of our business, the preparation of our
policies, the actuarial work, and the training of the agency force,
must of necessity be left to the technical experts, and the duties of
the board of trustees and directors restricted largely to the wise selec-
tion of these experts and to seeing that they properly perform their
duties, the investment policies are primarily the responsibility of the
trustees and directors. The proper officers may suggest and advise,
but the final responsibility rests on the boards, and especially on the
finance committees.

I doubt if the public, or even our policyholders, realize the amount
of time, care, and thought given by our directors to the conservation
of the policyholders” assets. In the case of our own company, the
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finance committee meets weekly. Suggestions for the purchase and
sale of securities, mortgages, and real estate are brought before
them by the various departments. Suggestions are made by members
of the committee. Every proposal is carefully analyzed, both by the
members of the committee who happen to be especially skilled in the
form of investments under discussion, and also by the other members
who bring to bear on the problem their business experience. The
result is that every asset of the company is kept under the watchful
care of the finance committee and, through them, the board which
scrutinizes monthly the work of that committee. Furthermore,
members of the committee are consulted by heads of the various
departments by telephone during the week so that before coming to
the weekly meetings, they may have an opportunity to study the
proposed action and to obtain any further data required. Details
of the functioning of the finance committee and the board of direc-
tors of other companies may be different, but in every case the
same careful and painstaking consideration is given to their invest-
ment policy. The small fees paid these men for their attendance does
not compensate them in any degree for the time and thought they
give to the work. They are compensated by the knowledge that they
are performing a worth-while public service.

How faithfully and well these men have lived up to the responsi-
bilities of their stewardship is amply illustrated by an examination
of the present financial conditions of the life insurance companies
after the last nine trying years—years that have tested the stability
and soundness of every financial institution. Our companies have
not only paid every obligation in full, but are in sound condition to
carry out their obligations for the future. They have been tested and
not found wanting. The men responsible for this have proven faith-
ful to their stewardship.

Who are the men upon whose shoulders this tremendous respon-
sibility rests? Of what type? An examination of the list of directors
and trustees of the various life insurance companies will answer
these questions. You will find them the leaders of all branches of
worth-while human endeavor—statesmen, educators, lawyers, bank-
ers, business executives—each one bringing to the solution of the
problems of his company his expert knowledge of his own particular
specialty, together with a broad comprehension of business, eco-
nomic, and social trends without which no man can be a leader.
Election to the board of a life insurance company is considered a hall-



54 EMPLOYEE SECURITY AND

mark of success—a recognition of ability and integrity. Such men
are glad to give freely of their time and energy to a work of such
far-reaching importance to their fellow men as life insurance. They
recognize its inestimable value in fostering thrift, self-reliance, and
economic independence in the individual—in the advancement of
America’s human values. The independent, self-reliant citizen,
realizing his responsibilities and living up to them, is an asset to his
country. It is by such as he that this country has been built,

Conserving his savings and applying them as he directs for ful-
fillment of his plans for the future welfare of his family is a service
to humanity of the highest order—a stewardship of the most sacred
kind—a true advancement of America’s human values.

In closing, I should like to quote from an address made by Mr.
Ide in 1905, before the Rochester, N. Y., Life Underwriters’ Asso-
ciation. He said, “Every dollar which passes through your hands or
mine has upon it the sacred words ‘in trust’ and we are accountable
for its wise use to further the beneficent object of our profession.
* * % We are trustees all the time and in every branch of our work.
* * ¥ The importance of the fiduciary character of our business can-
not be exaggerated and this fundamental principle must be borne in
mind in every branch of our work.”

(Applause.)

THE CHAIRMAN: Mr. Low, we are very much indebted to you
for that excellent talk.

We had expected to have with us, this afternoon, Mr. Edward R.
Stettinius, Jr., Chairman of the Board of Directors of the United
States Steel Corporation. The subject which Mr. Stettinius had
chosen, “Employee Security and Social Standards in Industry,” is one
of great significance to this gathering and to industry generally.

Mr. Stettinius has been called out of town on account of serious
illness in his family. We are exceedingly fortunate, however, in
having the opportunity to welcome in his place, Mr. William Beye,
Vice-President of the United States Steel Corporation, who, since
October 1, 1937, has guided the company’s relations with its 250,000
employees.

It gives me great pleasure to present Mr. Beye. Mr. Beye!
(Applause.)



SOCIAL STANDARDS IN INDUSTRY 55

EMPLOYEE SECURITY AND SOCIAL STANDARDS IN
INDUSTRY

Mr. William Beye then spoke as follows:
Mg, CHAIRMAN, AND GENTLEMEN :

Mr. Stettinius has asked me to express to you his profound dis-
appointment and regret that he cannot be present in person and ex-
tend to each of you on this occasion his cordial greetings. It is only
4 crisis of life and death to one who is very near and dear to him
which prevents his being with you.

At his request, I shall present the subject which he had hoped
to discuss with you. In the manuscript which he has prepared and
which I shall present, there appear the personal pronouns and ex-
pressions as though he were in person discussing these matters with
you, and so, of course, when such occur, as in all of the details of
the phrasing, it is Mr. Stettinius through me who is speaking to you.

(Mr. Beye then read the following address by Mr. Edward R.
Stettinius, Jr.)

It is a great privilege to take part in the proceedings of the
Thirty-second Annual Convention of The Association of Life
Insurance Presidents, and I welcome the opportunity of discussing
with you the relationship of insurance to some of industry’s broad
social problems. The effective measures initiated by you gentle-
men in helping industry to find solutions for many of these prob-
lems, as well as the pioneering work in which you are continually
engaged, are ample proof of your deep interest. Your approach
to social questions has been patient, thorough, and understanding.
In something of the same open-minded spirit, I should like to dis-
cuss a subject of paramount importance in these changing times, one
in which 1 have a great personal interest—that is, employee se-
curity.

Great industrial and commercial developments, combined with
our own natural resources, have raised the general standard of
living in this country to a relatively high plane. While there are, of
course, differences in the standards of living of individual members
of society, and poverty has not been abolished, by and large we do
live better than the people of any other nation. Specialization and
large scale production have enabled industry here to produce better
goods in greater volume, at a relatively lower cost. As a result,
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goods considered luxuries in other countries have become conven-
tional necessities in our way of life.

Specialization and large scale production, however, have pro-
foundly changed our economic and social life. Fifty or a hundred
years ago a typical small enterprise was owned by one man or two
partners who lived near their shop and employed a few relatives,
friends or neighbors. They did their own selling to near-by cus-
tomers. Necessarily, they conducted their own labor relations and
public relations. They were close to their employees and the public.
They heard plenty of first-hand criticism; but when trouble came,
neighbors pitched in, and the employees worked all hours or waited
for their pay without complaint. At such close range the existence
of mutual interest was obvious.

The business grew. Efficient operation required more capital to
equip the plant with modern machinery and to develop wider mar-
kets. The partners sold or merged their company, which then be-
came part of a larger organization. In spite of increased employ-
ment and higher wages, the home folks were not entirely satisfied
with the change. The shift in control from small to large owner-
ship disturbed the employees. A stranger now gave orders, often
from a distance. Occasionally the workers might see him, but they
did not get close enough to tell him their troubles. His local repre-
sentative was not always a satisfactory substitute, from the stand-
point of worker-pride and quick correction of grievances,

Here we see a normal business development separating employee
from employer, both in space and in sympathetic understanding.
With ownership spread among many shareholders and authority
delegated down the line, from a president known only as a name,
a good deal of the spirit of the old-time enterprise disappeared.

Other obstacles to good feeling arose in our industrial expansion.
Shifts in population, caused by the search for jobs and wages, drew
multitudes from the farm and village to the town and city.
Formerly, families were able to ride out adversity because they had
some land, a home, a garden, a cow, hogs, poultry, and little or no
rent to pay. In town, the new-comers missed the easy-going neigh-
borliness of country and village which helped soften the rough edge
of distress. Not so many friendly hands reached forth to help
when trouble came. New processes and machinery, not sufficiently
safeguarded, increased working hazards. Altogether, men who
toiled for their living found themselves and their families less se-
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cure and more vulnerable to accidents, lay-offs, and the hard rubs
of life in general. Thus the so-called industrial revolution, although
it has raised our general standard of living, nonetheless created
complex problems in human and social relationships. These diffi-
culties were not and are not insuperable. Many of them have now
been overcome and many of the remaining problems are in the
process of solution.

Included among the pioneers of a better order of industrial re-
lationships were large numbers of far-sighted business men whose
innovations have demonstrated the practicability of many proposed
betterments. Such men did not wait for compulsion, but early
grasped the significance of a situation which still remained clouded
to many of their contemporaries. Understanding the employees’
problems, they recognized that the rapid development of large
scale business created social strains, which shorter working hours
and increased wages left largely unrelieved. Such employers no
longer thought of an employee merely as a “hand”, to be hired for
so many hours at so much, and to be kept hustling at top speed dur-
ing the agreed period, or as a machine to be discarded when worn
out. Instead, these progressive employers saw in their employees
fellow men for whose well-being they should be constantly con-
cerned. Many of those on the payroll were heads of families, with
dependent wives and children. As citizens, consumers and voters
in a democratic nation, their intelligent cooperation in representative
government was essential for the stability of the country. There-
fore, it was both just and wise to look beyond the pay envelope, and
to try to discover what employees needed for a well-rounded life.

The preservation of the independence of employees is essential
to a proper social order. Maintenance of the employees’ individu-
ality in employer-employee relations is one aspect of employee in-
dependence. Today, I shall confine my discussion to another im-
portant phase of employee independence—that of economic security.

Let me state the concept of economic security which, I believe,
most of our fellow citizens hold today. It seems to me that em-
ployees expect to work, during their productive years, at wages
which permit of an improving standard of living and a modest back-
log of protection against adversity. This is often visualized as an
unencumbered home, a savings account, and insurance against the
major hazards of life—death, sickness, accident, unemployment and
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old age. It is a natural instinct of mankind to reach for safeguards
against these hazards.

When the nation was younger, men and women with greater con-
trol over their individual economic status were not so conscious of
insecurity, but now all sections of society are aware of its disastrous
effects. The average man today has only limited control over his
own and his family’s economic security. His lot is closely tied with
that of his fellow workers.

Indispensable as efficient integration of our many productive forces
is to economic progress, we must not fail to recognize the significance
of preserving the individual's sense of responsibility to himself and
to his social and economic environment. Nor must we lose sight
of the importance of cooperating with him, so that he may have an
increasing measure of security. Cooperation, in providing a social
and economic independence for the individual, should, therefore, be
among the major objectives of modern industry. The problems
which are inherent in the attainment of this independence are chal-
lenging. Their solution requires realistic ability and progressive
leadership. They are essential, human problems and because of their
vastness they become social in scope.

As the struggle for economic security progressed, industry began
a search for remedies. Convinced that a healthy and confident body
of employees was necessary to efficiency, industry went beyond the
advancing letter of the law, and numerous companies undertook
safety and health measures, profit-sharing, bonus and savings plans.
They pioneered in building up death and sickness benefit societies
and retirement plans. They made strenuous efforts to provide steady
employment by leveling out production. Definite advances have been
registered in all these respects; yet no one can claim that these activi-
ties have proved uniformly successful. The sponsors of many of
these programs faced grave financial risks. In addition, they were
sometimes charged with paternalism.

Of course, we all realize that the word paternalism is often mis-
used. Surely, sincere interest in the well-being of employee groups
and their families is not to be discouraged, but since the social
endeavors of industry depend for success upon the cooperation of
large numbers of individuals, how they regard a program is quite
as important as the program itself. It is idle to quarrel with deep-
seated prejudices when fundamental principles are not involved.
One may better pass on to a substitute plan, in the hope that it will
be more successful in enlisting the necessary cooperation.
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All this leads to a survey of three of the essential factors in eco-
nomic security—the individual, the Government and the business
group, made up of employer and employee.

First, there is the individual, who holds uppermost in his mind
the welfare of his family and himself. He considers tomorrow’s
uncertainties and those of the distant future. He consults his fears
and his hopes for his wife and children, the continuance of the home,
and the education of his offspring. With all these in mind, he
divides his income, large or small, as best he can, for the well-being
of those for whom he is responsible, With a careful eye on outgo,
he saves part of his income, and devotes it to acquiring properties
and equities, as well as insurance. This is the individualist method
of safeguarding the future. Insurance-wise, this head of the family
group uses his brains and will-power to erect barriers against disaster.

The Sovereign State—the Government—attacks the problem of
dependency from the viewpoint of society as a whole. This function
of the State is not new, but the approach and the methods used
change from time to time with economic conditions and social out-
look.

Recently, in national legislation, we witnessed the principle of
social insurance applied on an unprecedented scale. Without passing
on the details of the Social Security Act, and although aware that
its machinery may need readjusting, I am convinced that recognition
of the principle of social security by the enactment of that legisla-
tion represents a great advance—one deeply desired by the people
and deserving to be protected by all who cherish the well-being of
our social order.

What, precisely, does social insurance aim to do? Chiefly this—
to provide benefits on a self-respecting basis for individual members
of the gainfully employed when they and their families are brought
face to face with loss of income resulting from major social hazards,
such as old age and unemployment.

In our country, this is accomplished through the taxing power of
the government, under which the necessary funds are raised from
various sources, including employers and employees. A system
which is partly self-help, partly employer-aid, and partly government-
aid has been set up to provide, in a systematic way, for many who
otherwise would need and receive such help in a more confused and
perhaps more expensive manner.

The primary purpose of social insurance, however, is not inde-
pendence—but subsistence. Not since the Poor Laws of Queen
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Elizabeth were passed more than 300 years ago has the government
of a civilized nation turned its back completely upon hunger and
suffering. Subsistence must somehow be provided for those who
cannot do work or find work, and State aid in this task is now
indispensable,

Social insurance does not furnish complete protection against all
the uncertainties involved in living and working. It does not set
as its standard what the individual desires as protection, but rather
what society feels is essential for the minimum needs of the individual
—subject, of course, to the ability of the government to meet even
these minimum needs. It is true that the benefits provided under
social insurance often bear some relation to past earnings or con-
tributions, and thereby reflect a measure of equity for the individual
worker. However, because the benefits provided afford only a lim-
ited degree of protection, there is ample scope for thrifty individuals
and socially minded employers to provide added protection adjusted
to varying family needs, desires, and standards of living. Indeed,
there is greater incentive to do so, because by building upon the
foundation afforded by social insurance, there is a better opportunity
than formerly of providing a worker and his family with a more
desirable degree of individual security.

Standing between the individual and the State are groups which
have a tie of common interest, frequently occupational. Such groups
can pool resources and buying power to increase the security of their
members. The latest and broadest application of this pooling of
group resources has been in group insurance, in which employers
of large numbers of persons have joined with the employees in
protecting the working group. Here we find the intermediate ex-
pression of the will to safeguard. The group, already well selected,
took proper advantage of its size and cohesion to secure, through
a joint arrangement, benefits which would have been more costly
if every man had struck out for himself. But since participation
was voluntary, many of the incentives of individualism were retained.
It is in the field of group activity that industry and insurance can
best cooperate, and it is their mutual contribution to employee security
which I wish now to discuss.

In helping men to help themselves, industrial leaders who recog-
nized their social responsibility became convinced that through insur-
ance many projected benefits could be secured with the full coopera-
tion of their employees. We, in industry, realized that compared
with your long experience we were novices in this business of carry-
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ing risks. Your companies could do part of what we were trying
to do much better than we could.

Obviously, from your viewpoint, it was practical and economical
to sell a wide group coverage for industrial employees in one transac-
tion. Equal advantage accrued to the other side, since through the
economies effected by a single industrial employer, acting as pur-
chasing agent, so to speak, in buying protection, selling costs could
be reduced and benefits passed on to the group members.

The merits of this three-cornered transaction of employer, em-
ployee and insurance companies went far beyond the dollar sign.
Of prime importance was the fact that the insured employee helped
to pay his own way. His voluntary contributions changed the psy-
chology of the situation. The employee was now a willing partner.
Employee participation relieved group insurance from any implication
of paternalism. It stood or fell on the principles of cooperation ; it
was a complete expression, not of paternalism, but of mutuality.
Actuarial soundness became essential, because employees were con-
tributors and their payments had to be made definite for the fullest
protection of their interests. This could best be accomplished by
having the plan underwritten by an insurance company, with the em-
ployer contributing substantially to the cost.

During the past twenty years, group insurance has become a fac-
tor in the lives of millions of individuals and in thousands of indus-
tries. I am informed, with respect to group life insurance in this
country, that there are more than 20,000 insured groups affording
protection to more than 7% million employees, to the extent of
about 13 billion dollars, or an average of $1,700 per person insured.
More than 7,500 accident and health insurance group plans, issued
by life insurance companies, protect about 2} million employees
for $34,500,000 of weekly benefits. Annuity groups of relatively
recent origin probably total well over 500 and cover more than 500,-
000 lives. Hospitalization insurance is the latest form of group
protection and is enjoying an unusual growth.

Claims were settled last year under group life insurance policies
alone for more than 100 million dollars. Here is concrete evidence
of the social benefits obtained through group insurance. Whether
the bread-winner had other substantial possessions or not, here were
funds immediately available for pressing expenses in a time of acute
suffering and forced readjustment. The same may be said of the
very substantial disbursements to insured employees on account
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of group accident and health insurance, group retirement annuity
payments, and group hospital insurance.

However, I realize that group life insurance plays only a sup-
porting role. The major part of the life insurance protection indi-
viduals desire for themselves and their families will continue to be
in the form of policies they themselves purchase from insurance
companies. This latter type of insurance does much to promote
thrift and self-reliance.

Indeed, it is impossible to imagine a civilized world without such
insurance facilities for the individual. For is not the extent and
character of a nation’s insurance coverage one of the better ways
of measuring the standard of civilization its people have attained?
We can all rejoice in the fact that through voluntary effort there
are in the United States more than 100 billion dollars of life insur-
ance in force on the lives of over 6o million persons, but there can
be no easy resting on either laurels or statistics, The wants of men
continue to increase. Nowhere is this more evident than in the
demand for greater economic security.

Thus, industry, as well as the individual and the state, has a definite
duty in meeting that demand. There are sound reasons underlying
the view that these three form an essential partnership. No one of
the three can do the whole job, and each will do its job better because
the other two are doing theirs,

What the individual seeks through his own efforts is equity—a
benefit proportional to the amount he voluntarily sets aside for his
security. Private individual insurance must by its very nature oper-
ate on this basis. The state is primarily concerned with the problem
of adequacy in relation to social need. It seeks to provide a level
of protection which will at least partially relieve society of a respon-
sibility it would otherwise be compelled to assume. The determining
influence for the State is obviously not equity but the amount ade-
quate to prevent dependency on the State. This distinction between
equity and adequacy in their application to individual insurance, as
against social insurance is fundamental and cannot be over-empha-
sized.

Between these two extremes stand group insurance and other
employee benefit plans adopted by industry. With the cooperation
of the employer, such plans may permit an arrangement combining
both the equity and adequacy concepts. Here adequacy is meas-
ured in terms of benefits which will relieve the fellow employees
or the employer, or both, of responsibilities which they might other-
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wise be called upon to assume. Mutuality is at work; and integra-
tion has been effected between the individual’s concern for equity
and the group’s concern for adequacy.

Individual, social and group insurance naturally have their eco-
nomic limitations, which are dependent upon the respective amounts
that can be budgeted practically for these purposes. The maximum
is not the total earnings or other revenues available, but rather
what can be applied safely to insurance. There are, of course, other
requirements in each case, food and shelter, education, national
defense—which may be even more important than security, in the
limited sense in which we use that term. The crucial question for
the individual, the government and the group is how the total in-
come available in each case can best be distributed among the vari-
ous responsibilities.

With these distinctions in mind, the dominant insurance motives
may be described as follows: Equity, the realizing of individual
ambition; Adequacy, the realizing of social need; and Mutuality,
the realizing of group incentive.

It is in the field of mutuality, where the concepts of equity and
adequacy meet and overlap, that industry finds opportunity for ef-
fective service. Here industrialists can apply with minimum criti-
cism and maximum satisfaction both their resources and good-will.
Here we can act fruitfully on an honest desire to promote employee
security without trespassing upon individual feelings or arousing
valid opposition from any source.

Developments since the enactment of the Social Security Act in
1935 show clearly that the triple partnership is functioning. In
addition, and independent of the old age benefits contemplated under
Federal legislation, many employers in the last two years have
adopted or have revised pension plans providing old age retirement
benefits. Through these plans the employers and employees have
undertaken responsibilities for a level of protection higher than
that provided through social insurance, and better adapted to the
needs of the group and the individual. Their aim is to provide in-
creased protection more in line with the varying standards of liv-
ing of different individuals, as reflected by their earnings, and
hence to provide benefits which would be commensurate with their
personal and family needs. Moreover, the evidence to date, limited
as it may be, does not indicate that these developments have had
an unfavorable effect on the independent insurance and thrift pro-
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grams which the individual himself sets up to provide a measure of
security through his own efforts.

Hence, no matter what employees do for themselves through in-
dividual insurance, or what the State does in social insurance, I
am convinced that the field of group insurance will continue to ex-
pand. I believe that one of the surest ways to raise industry’s so-
cial standards is through the intelligent application of insurance to
the needs of industry. Certainly the broad field of insurance is im-
portant enough to call forth all the practical idealism of both the
industrialist, and you, the leaders in insurance.

This constructive activity in insurance is only a part of your
broader service which helps to school the nation in thrift and fore-
sighted planning for security. Who can over-estimate the import-
ance of the insurance mission which, by providing protection against
mischance and misfortune, increases human happiness and con-
tentment? Notwithstanding the great engineering and scientific
advances in this modern world, and the progress in all the managing
and directing functions of society, our efforts will be of no avail
unless they combine to create a social scene containing a happy
people.

We know that happiness has many roots, but none is more im-
portant than security. Fortunately, a reasonable degree of security
for all well-disposed and industrious persons is feasible through the
cooperation of the individual, the group and the State. In serving
the individual and the group in their quest for security, you gentle-
men stand responsible on the highest plane of trusteeship. Equally,
industrial leadership should stand ready to give an accounting in
terms which show that it has a moral, as well as financial, justifi-
cation for its stewardship.

I am convinced, however, that while realization of industry’s re-
sponsibilities to society is growing, the general welfare calls for even
greater progress. No longer can industry plow a single furrow
toward a single strictly commercial objective; instead, it must man-
age its affairs with due regard to the whole field of human relations.
Industry must strive to adjust its operations to the highest purposes
of life, and, in so doing, it may safely depend upon the wholehearted
support, sympathy and understanding not only of our great body
of employees and their families but the public as well. Only thus
will we achieve a better social, as well as economic standard of
living.

(Applause.)
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THE CHAIRMAN: Mr. Beye, please express our regret to Mr.
Stettinius that he could not be here, thank him for the fine address
which you so ably read, and, last but not least, extend to him
our sympathy on account of the serious illness in his family.

We now come to a part of our program which, in more than one
sense, is a vital one. Qur program, dedicated to a consideration of
human values, would, indeed, be incomplete without a discussion of
the subject of health and its effect upon the “why” and “when” of
dying, the “how” and “how long” of living. Our next speaker,
Dr. Harold M. Frost, who combines high scientific attainments with
a vast amount of human understanding, is precisely the man to
develop for us this important phase of our theme.

A graduate of Harvard Medical School, Dr. Frost gained his
early experience as physician and surgeon in a hard school, the
World War. Joining the British Royal Army Medical Corps, as
Lieutenant, in 1915, he saw four years of service of the most active
kind and of the highest character, as evidenced by the record of his
various appointments during that period. Later, Dr. Frost became
Assistant Superintendent of the Massachusetts Eye and Ear In-
firmary. Since 1921, he has been with the New England Mutual Life
Insurance Company, and has been the company’s Medical Director
for the past seven years. In the field of life insurance medicine, Dr.
Frost has done important research work in connection with the cardio-
respiratory test, extensively used by his company. He is Vice-
President of the Association of Life Insurance Medical Directors.

It is with great pleasure that I present Dr. Frost, Medical Director
of the New England Mutual Life Insurance Company, who will speak
on “The Human Significance of Changing Mortality.” Dr. Frost!
(Applause.)

THE HUMAN SIGNIFICANCE OF CHANGING
MORTALITY

Dr. Harold M. Frost then presented the following address:
Mg. CHAIRMAN, AND MEMBERS OF THE ASSOCIATION :

When I evolved the title of this paper, “The Human Significance
of Changing Mortality,” after a good deal of sustained thought and
concentration, I imagined that I had a rather euphonious title—I was
rather proud of it. My conceit was certainly pricked a few days
ago at our round-table luncheon, at which, while we are all friendly,
comments nevertheless are often brutally frank. One of the men,
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with that keen, incisive mind and insistence upon accuracy which
characterizes our actuaries, said to me, “Well, I have been trying to
figure out, ever since I heard that title, what it meant.”

I appreciate deeply the honor of being invited to address this dis-
tinguished audience. I am temperamentally averse to a mathe-
matical presentation of mortality figures. This is the proper realm
and prerogative of the vital statistician. Naturally, I under-
stand and concede their practical importance in the conduct of the
institution of life insurance. I prefer rather to interpret them in the
light of their bearing upon the development of human health and
happiness; of the picture they portray as to the improvement in the
living conditions and comfort of mankind.

I am aware that for good reasons a comparative survey of cur-
rent mortality has become a tradition of this feature of your pro-
gram. I shall respect this custom, though in brief fashion. Then I
shall try to sketch for you a series of contrasting word-pictures,
necessarily limited in scope and incomplete as to detail, visualizing
the significance to our present well-being of some of the more im-
portant changes in the death rate from disease.

Let us now summarize the mortality among insured lives for the
year 1938. The data for this have been compiled by this Association
from records generously furnished by forty-eight member, and non-
member, companies, which have issued 84.8% of the policies now
outstanding in all of the legal reserve life insurance companies of the
United States. The records cover the first ten months of the year
only. The data, however, have been converted into death rates per
100,000 policyholders, on an annual basis. The tables which are ap-
pended give a comparison with similar data for the year 1937.

The outstanding feature of this survey is that the mortality for
1938 is markedly less than that for 1937. In fact, it is the lowest for
all the years during which these records of the Association have been
compiled. In specific figures, 747.9 of each 100,000 policyholders
will have died this year, as compared with 794.3 in 1937. This rep-
resents an improvement in the death rate of 5.8% ; a saving of 46.4
lives for each 100,000 policyholders.

If the same degree of improvement continues and applies to our
general population, we may expect 73,000 fewer deaths in our nation
than last year, despite an increase of population which, had the
death rate of 1937 prevailed, would have resulted automatically in
12,000 more deaths.
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Considering the lower death rate in conjunction with the increase
in population, we conclude that there will be about 1,378,000 deaths
in the United States in 1938—a saving of 83,000 lives as compared
with 1937. This forecast appears conservative when compared with
a recent statement by Dr. Thomas Parran, Surgeon General of the
United States Public Health Service, that for the first half of this
year the national death rate from disease was 8.5% less than that of
1937; and that in the absence of some unforeseen occurrence, such
as an epidemic, the national death rate for 1938 would be the lowest
ever known.

As for insured lives, the death rate of both ordinary and industrial
policyholders has improved: in the former by a decrease of 4.0%,
and in the latter by a decrease of 6.5%. Here again, as in recent
years, improvement is greater among industrial than among ordinary
policyholders. As usual, the causes of death are divided in the
tables into twenty-one specific categories. In twelve of these the
death rate is the lowest since this series began, reflecting the general
improvement. In only three is there any material increase.

Considering first the three classes showing an increase in death
rate, we note that deaths from organic heart disease have increased
from 158.6 to 164.3 per 100,000 insured lives, the highest rate ever
recorded in this series; and that deaths from cancer have increased
from 91.0 to 94.1 per 100,000. These are the two foremost causes
of death. Together, they account for about one-third of all deaths.
The increased death rate from organic heart disease derives almost
entirely from the ordinary policyholders. Among the industrial
policyholders this rate shows an increase of but 0.2 deaths per 100,-
000. The death rate from suicide increased by 16.1%, from 13.7 to
15.9 deaths per 100,000 insured lives. This is not surprising. The
experience of recent years has demonstrated that the frequency of
suicide varies with fluctuations of economic conditions, increasing as
these conditions become more harassing, and vice versa. This in-
crease of rate, therefore, is consistent with the decline of business
in 1938.

Turning now to the brighter side of the picture, we find that in-
fluenza and pneumonia registered the most prominent gains, repre-
senting 62% of the total saving of 1938 over 1937. The deaths from
influenza decreased by 65.9%—;from 17.3 to 5.9 per 100,000 policy-
holders ; those from pneumonia, by 26.3%—from 66.5 to 49.0 per
100,000. These are the lowest rates for these two diseases in the
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course of this series. While we hope that this improvement reflects
more adequate control, we must nevertheless bear in mind that the
incidence of pneumonia varies directly with that of influenza ; and
that influenza is characterized by more or less periodic exacerba-
tions. This may well alter this picture from year to year.

Tuberculosis likewise registers the lowest death rate yet recorded
in this series: 39.5 deaths per 100,000 policyholders—a decrease of
8.8%, compared with 1937. It has shown a steady improvement since
1920, when the rate was 117.7 deaths per 100,000, having decreased
by 66.4%. Since 1929, deaths from Bright’s disease have declined by
31.1%—from 65.3 to 45.0 per 100,000. The death rate of the six
children’s diseases is 10.9 deaths per 100,000. It includes new low
figures for scarlet fever, diphtheria, meningitis, and diarrhea and
enteritis. The improvement is strikingly evident when we consider
that only thirteen years ago the death rate from diarrhea and en-
teritis alone was more than double the present rate for all of the
children’s diseases.

Not all of the improvement is to be found among deaths from dis-
ease. By no means the least welcome news is that deaths from auto-

TABLE I-DEATHS AND DEATH RATES
FIRST TEN MONTHS 1937 AND 1938
(Combined Experience of 48 Legal Reserve Life Insurance Companies)
ORDINARY BUSINESS

1937 1938 1938 Increase

or Decrease

Death Death in Death Rate
Number Rate per Number Rate per ————————

Deaths 100,000 Deaths 100,000 Rela-

Ten  (Annual Ten (Annual  Abso- tive

Cause of Death Months Basis) Months Basis) lute (P. Ct.)
Tuberculosis ......ccovivinnranses 5,684 32.7 5,086 28.8 —3.9 —I119
IO HIETER S ererars cietaiataniain vivierelpiniosiotsin 2,835 16.3 875 50 —11.3 —69.3
Pneumonia ...-.c-ciiiiiierzaeies 9,410 54.1 6,962 39.5 —146 —27.0
Respiratory Diseases Not Specified.. 1,673 9.6 1,668 9.4 —.2 —2.1
Cancer i ia-sssdinaeaniaaiie 16,478 94.7 17,224 97.7 3.0 3.2
Cerebral Hemorrhage ............. 9,484 54.5 0,952 56.4 1.9 3.5
Organic Diseases of Heart......... 28,776  165.4 32,099 182.0 16.6 10.0
Bright's Disease ....0.ovvvvrvrsens 7,189 41.3 6,892 39.1 —2.2 —5.3
Diabetes ..vecorarsessensessarens 2,381 13.7 2,402 13.6 —1 —.7
Puerperal State ............. 160 689 4.0 613 3.5 —5 =125
Typhoid Fever .. 132 .8 135 .8 1] 0
Suicides ...... 3,900 22.4 4,741 26.9 4.5 20.1
Homicides ......... 439 2.5 396 2,2 -3 =120
Automobile Accidents 4,635 26.6 3,965 22.5 —4.1  —15.4
Other External Causes. 5,693 32.7 5,530 314 —1.3 —4.0
All Other Causes 34,612 1989 31,790 180.3 —18.6 —9.4
Total wensemrosarnanesisisasss 134,010 770,.2 130,330 739.1 =311 —4.0

Years of Life Exposed to Risk.... 17,398,888 17,633,876

These data are based on the combined mortality experience of companies having 82.9%
of the number of Ordinary policies outstanding on December 31, 1937, in all Um'tfd Stat'e(;
legal reserve life insurance companies.
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mobile accidents have declined almost 20%—irom 23.1 to 18.6 per
100,000 insured lives—thus reaching the lowest point since 1928.
Translated into national figures, this means that this year 8,000
lives should be saved, which would have been lost had we continued
to operate our automobiles as in 1937. However, lest we become too
well pleased with this result, we must remember that the number of
deaths from automobiles in 1938 will be approximately 32,000, and
that most of them might have been averted through effective safety
programs. To give but one example, the deaths from automobile
accidents in Providence, Rhode Island, through a proper safety
campaign, were reduced by 65% in the first seven months of this
year. If similar campaigns could be carried out generally and could
achieve the same result, it would mean a saving this year, not of
8,000 lives, but of 26,000,
This survey of current life insurance mortality experience gives
_encouraging evidence of the efficacy of our efforts to conserve hu-
man life. However, there is still much room for improvement.

TABLE II-DEATHS AND DEATH RATES
FIRST TEN MONTHS 1937 AND 1938

(Combined Experience of 7 Legal Reserve Life Insurance Companies)
INDUSTRIAL BUSINESS

1937 1938 1938 Increase
or Decrease
Death Death in Death Rate
Number Rate per Number Rateper —— M
Deaths 100,000 Deaths 100,000 Rela-

Ten  (Annual Ten (Annual  Abso- tive
Cause of Death Months Basis) Months Basis) lute (P.Ct.)

Tuberculosis «.e.coceeesneeeee.nn. 16,197  48.8 14,995 451 37 g

INHGENTA . oo ainineisiiniieinsiaamieaiaaie 5,895 17.8 2,120 6.4 —11.4 —64.0
PrCIIMONIR. «oiataiioji neisataisseaiesinia nisiaia 24,180 72.9 17,980 54,1 —18.8 —25.8
Respiratory Diseases Not Specified.. 3,163 9.5 2,993 9.0 —.5 —5.3
CANOET, oo v vivianasimmienion vo i il 29,481 88.8 30,644 92.2 3.4 3.8
Cerebral Hemorrhage ............. 18,909 57.0 18,789 56.6 —4 —7
Organic Diseases of Heart......... 51,351  154.7 51,440 154.9 2 .1
Bright's Disease: .. o i 0 i 16,422 49.5 15,982 48.1 —1.4 —2.8
b T e S A Dna g 0 a0 00 BaO o 0 a0 7,396 22.3 7,420 22.3 0 0
Puerperal State .................. 2,023 6.1 1,887 5.7 —4 —6.6
‘Typhoid Fever:....ve-rssseenssssa 9 286 0 0 0
MEBBIEE| ovuiniesiosiaiatnimazs sisiuzesisaiaTas 297 .9 534 1.6 ) 77.8
Scarlet Fever .... c 540 1.6 341 1.0 —6 —37.5
Whooping Cough 975 2.9 641 1.9 —1L0 —34.5
Diphtheria ... 489 1.5 462 1.4 —.1 —6.7
Meningitis ...... 1,545 4.7 1,129 3.4 —1.3 =27.7
Diarrhea and Ente 2,843 8.6 2,426 7.3 —1.3 —I15.1
Suicides ..oviiaiaaias an 3,039 9.2 3,335 10,0 .8 8.7
Homicides ... eveeresss .. 1,464 4.4 1,259 3.8 —6 —13.6
Automobile Accidents ............. 7,034 21.2 5,474 16.5 —4.7 =222
Other External Causes............ 11,998 36.1 10,982 33.1 —3.0 —8.3
All Other Causes.......ccviavaaas 61,608 185.6 58,856 177.2 —8.4 —4.5

Total, s aEsiri 267,143  B05.0 249,975 752.5 —52.5 —6.5
Years of Life Exposed to Risk.... 33,186,521 33,217,979

These data are based on the combined mortality experience of companies having 85.5%
of the number of Industrial policies outstanding on December 31, 1937, in all United States
legal reserve life insuyrance companies.
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In proceeding now to the attempt to visualize the human signifi-
cance of but a few of the changes in the death rate from disease,
we must as a preliminary consider briefly the work of one of the
foremost contributors to the well-being of the human race. Before
he lived, the cause of disease was cloaked in mystery, its treatment
or prevention obscured by ignorance and superstition. As a result
of his work, the obscurity has been illumined by the light of knowl-
edge, ever since waxing more brilliantly, with a cumulative benefit
to humanity far beyond the powers of our conception. I refer to
Louis Pasteur, who died in 1893, at the age of 73.

Curiosity is a natural human trait. It is an index of an active
mind. It is a preéminent attribute of childhood. It is prone to be-
come dull under the pressure of the responsibilities of increasing
age. Now and then, however, in persons of keen, industrious mind,
it persists with undiminished force or with increasing intensity, char-

TABLE III-DEATHS AND DEATH RATES
FIRST TEN MONTHS 1937 AND 1938
(Comhined Experience of 48 Legal Reserve Life Insurance Companies)
ORDINARY AND INDUSTRIAL BUSINESS

1937 1938 1938 Increase
or Decrease
Death Death in Death Rate
Number Rate per Number .Rate per ———898M —
Deaths 100,000 Deaths 100,000 Rela-
Ten  (Annual en (Annual  Abso- tive
Cause of Death Months Basis) Months  Basis) lute (P. Ct.)
et LS R e e et e/ leie ate a ainle 21,881 43.3 20,081 39.5 —3.8 —8.8
T T T s s 8,730 17:3 2,995 5.9 —11.4 5.9
Pneumonia .....cciiiiiaininnanias 33,590 66.5 24,942 49.0 —17.5 —26.3
Respiratory Diseases Not Specified.. 4,836 9.6 4,661 9.2 —.4 —4.2
T o N P ,959 91.0 47,868 94.1 31 3.4
Cerebral Hemorrhage 28,393 56.2 28,741 56.5 3 S
Organic Diseases of Hear| 80,127 158.6 83,539 164.3 5.7 3.6
Bright's Discase ... 23,611 46.8 22,874 45.0 —1.8 —3.8
Diabetes ....... 9,777 19.4 9,822 19.3 —.1 —.5
Puerperal State . 2,712 5.4 2,500 4.9 —.5 —0.3
Typhoid Fever .. v 426 ] 421 .8 0 0
MEARIBE] =il bataatateisetaranataseris etsions 297 .6 534 1.0 4 40.0
Scarlet Fever it suone - 540 1.1 341 A —4 =364
Whooping Cough 975 1.9 641 1.3 —.6 —3L6
Diphtheria 489 1.0 462 .9 -1 —10.0
Meningitis 1,545 3.1 1,129 2.2 —9 —29.0
Diarrhea and Enteritis............. 2,843 5.6 2,426 4.8 —8 —14.3
SUICIAER| . nioelaimis niminieietin mimimin i sincaioie 6,939 13.7 8,076 15.9 2.2 16.1
15 0 T T L o 1,903 3.8 1,655 3.2 —.6 —15.8
Automobile Accidents ............. 11,669 23.1 9,439 18.6 —4,5 —19.5
Other External Causes....... «.v... 17,691 35.0 16,512 32.5 —2.5 —7.1
All 'Other CaUSES. .vowsinimiesiyins 96,220 190.5 90,646 178.3 —12.2 —6.4
Total oipeireiesiadisris 401,153 794.3 380,305 747.9 —46.4 —5.8
Years of Life Exposed to Risk.... 50,506,727 50,851,855

These data are based on the combined mortality experience of companies having 82
of the number of Ordinary policies and 85.5% of the n%mber of Indusl;rial polic‘g::g—s‘!:g%
of the number of Ordinary and Industrial policies—outstanding on December 31, 1937, in all
United States legal reserve life insurance companies, :
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acterized by a persevering desire to know the “why” of that which is
mysterious. In this form it has been the fount of all the marvelous
discoveries which have so greatly improved the lot of mankind.

Louis Pasteur was obsessed by a burning curiosity to know the
“why” of fermentation. He labored and learned the secret. By
1857 he had proved that microscopic living organisms were the
cause. On this knowledge is based the whole modern germ-theory
of disease; of its causation and its treatment. From his work has
developed the present-day structure of medicine, surgery, and sani-
tation, so vast that it cannot be mastered by any one man. This has
made possible our modern surgical technique; our present methods
of conferring immunity which have dissipated the terrors of hydro-
phobia, diphtheria, lockjaw, and typhoid fever; the prevention of
bubonic plague and typhus, of yellow fever and malaria; assur-
ance of pure water, wholesome food, and absence of filth. In the
sketches that follow, the significance of Pasteur’s work will become
increasingly apparent.

In the Commonwealth of Massachusetts during the year 1880,
tuberculosis accounted for 308 deaths per 100,000 of population. I
cite the rate for Massachusetts because it is one of the earliest in-
dices of conditions in our country. In our current survey of the
mortality for 1938, tuberculosis accounts for only 39.5 deaths per
100,000 insured lives. The marked contrast is obvious. These bald
figures, however, give only a slight hint of the absorbing underlying
drama associated with this disease from the infancy of our race and
even yet not concluded.

Tuberculosis has undoubtedly scourged mankind since the dawn
of history. It was first described by Hippocrates, the Father of
Medicine, four hundred years before the Christian era. Bunyan
labelled it the “Captain of the Men of Death.” Previous to the year
1882, its cause was unknown and no attempt at cure or prevention
was possible. It ravaged the human race unchecked, counting its
victims by the millions. In that year, under the stimulus of the
revelations of Pasteur, Robert Koch identified the guilty organism.

Dr. Arthur E. Hertzler, in his recently published book, “The
Horse and Buggy Doctor,” gives a striking instance of the havoc
caused by this disease only fifty years ago. He describes a neighbor-
ing family with nine children, living in a three-room shack in the
country. At one time, the mother and three children were lying in
bed, helpless, slowly dying in the terminal stages of the disease.
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Other children played about the house at will. Within eight years,
eight of the nine children succumbed. The youngest child, due to the
long-continued illness in the family, was sent to live with an aunt
and hence escaped. One member of the family began to teach the
rural school. His hacking cough was incessant through the day. He
spat upon the floor without reserve. His breath was foul from the
putrefaction within the tuberculous cavity in his lungs. Before the
school term was half finished, he died suddenly from pulmonary
hemorrhage.

This was no unusual occurrence either in country or city. Even
in the well-to-do families, tuberculosis took its toll, either in the
rapid form of “galloping consumption” or with a slow decline and
wasting-away. Nothing that money might provide could in the least
stay its inexorable course.

How different is the picture in our day! From the time of Robert
Koch our knowledge of the disease has steadily increased. Methods
of treatment, both medical and surgical, have become more effective.
Clinical facilities for its diagnosis and treatment, sanatoria, and dis-
trict nursing services have rapidly extended. The necessity for seg-
regation of patients and of search for contacts in their families is
well understood. Every effort is made to detect the disease in its in-
cipient stages when it is most amenable to treatment. Clinics for the
examination of school children abound. Transmission of bovine tu-
berculosis to humans is controlled by destruction of infected cattle
and by pasteurization of milk. Education of the public and im-
proved standards of living have contributed. While there is still
room for improvement, the control of tuberculosis so far established
represents a glorious achievement of clinical and preventive medicine
and of sanitation. Such is the brief outline of the drama of tubercu-
losis.

Smallpox is one of the most loathsome of human diseases. It has
afflicted man from ancient times. It was prevalent in the Orient
centuries before the birth of Christ. It played havoc among the
Crusaders. It is estimated to have caused sixty million deaths in
Europe in the eighteenth century; and in the latter part of that cen-
tury, to have accounted for one out of every ten deaths and to have
destroyed or disfigured one quarter of the human race. It has con-
demned myriads to total and incurable blindness.

In the eighteenth century a rumor began to spread that the milk-
maids of Holstein and England enjoyed a special immunity from



THE HUMAN SIGNIFICANCE OF CHANGING MORTALITY 73

smallpox, the apparent reason being that they were protected by
having contracted cowpox while milking infected cows. This came
to the ears of Edward Jenner, a physician of Berkeley in Gloucester-
shire, England, who, like Pasteur, was abundantly endowed with
persevering curiosity. For twenty years he revolved the problem in
his mind, making such observations as he could. Finally, opportunity
knocked at his door. A neighboring milkmaid, Sarah Nelmes by
name, had scratched her hand upon a thorn. Shortly the typical
vesicles of cowpox developed about the wound. With the lymph
from these vesicles, Jenner vaccinated a boy who had never con-
tracted smallpox: a memorable day—May 14, 1796. The following
July, Jenner inoculated this boy with matter from smallpox vesicles.
The boy did not develop smallpox. Some months later, Jenner re-
peated the smallpox inoculation; again without result. The efficacy
of vaccination with cowpox lymph was established.

The news of this great discovery did not reach America until it
was published by Dr. Benjamin Waterhouse in the columns of the
“Columbian Centinel,” in Boston on March 16, 1799. A furor of
protest immediately arose. Firm in his conviction, with undaunted
courage, Dr. Waterhouse, in July of 1800, vaccinated seven mem-
bers of his household with cowpox lymph. Shortly after, he sent
three of his vaccinated children to a smallpox hospital, that they
might be exposed to the dread disease. One of his vaccinated chil-
dren he even inoculated with smallpox matter. None of the children
contracted smallpox.

In spite of this, the controversy still raged. Finally, in August of
1802, the Board of Health of Boston, no member of which was a
physician, agreed on the following experiment to settle the matter.
A small house was built for the occasion on Noddle Island in Boston
harbor. Nineteen children who had never suffered from smallpox
were isolated there in one room and were vaccinated with cowpox
lymph. Later, twelve of these, together with two other children who
had never contracted either cowpox or smallpox, were inoculated
with smallpox matter. The latter two children developed smallpox;
the others did not. Then all of the nineteen original children were
inoculated with the smallpox matter from the vesicles of the two
children who had the disease. None of them developed it. The Board
of Health certified to the efficacy of vaccination with cowpox lymph.

The general practice of vaccination is the chief reason why small-
pox has become a minor cause of death in our country, never even
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approaching epidemic proportions in any community, except when
laxity as to vaccination is allowed to supervene. When we note in
our survey of the mortality for 1938 that the rate for smallpox is not
significant enough to appear as a separate item in our tables, in the
light of the story given above, we may better appreciate our blessings.

“Protect us, O God, from diphtheria!” We are again indebted to
Dr. Hertzler for a heart-rending description of the tragedy of diph-
theria a mere half-century ago. The family is gathered at morning
prayers, in the course of which the father makes the supplication
above. At the breakfast table, the atmosphere is tense. The father
and mother cannot eat, and the children, sensing the tensity, do
scant justice to their meal of fried mush. The father leaves the
house dressed in his Sunday clothes. The mother, pale and silent,
paces the floor, wringing her hands, going often to the window to
gaze down the road. Later, a long line of carts, wagons, and men on
horseback appears. In the bed of the leading wagon are three oblong
boxes. The father later returns and announces, as he enters the
house, “Five more!” The mother sinks into a chair, covering her
face with her apron.

In these oblong boxes were the bodies of three of Dr. Hertzler’s
playmates, destroyed by diphtheria. In rapid succession, five of the
other children succumbed; eight of the nine children of that family
dying within a period of ten days. A baby of nine months remained.
The grief-stricken mother would not allow it out of her sight and
even the wide-eyed stare of the infant seemed to reflect the tragedy
which had crushed that household.

The terror inspired by diphtheria in those days, the paralyzing
fear of parents for their children, are beyond the comprehension of
our present generation, for our children are not endangered. With
the identification of the causative organism in 1883 by Klebs and
Loeffler, the development of the antitoxin in 1891 by Behring, and
of the Schick test in 1913, whereby those children susceptible to the
disease may be detected and immunized, the incidence of diphtheria
has declined to negligible levels. This, together with the promptness
of diagnosis now possible, and the improvement in treatment, render
it a minor cause of death. Thus one may better appreciate the reason
for and the meaning of the markedly contrasting death rates of 99
per 100,000 population for Massachusetts in 1880 and 0.9 per 100,-
000 insured lives in our current survey.
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Not so spectacular is the story as to typhoid fever and that type
of inflammation of the intestines classified as diarrhea and en-
teritis. Nevertheless, these diseases in bygone days have made seri-
ous inroads upon the human race. In 1880, they accounted for g8
deaths per 100,000 of the population of Massachusetts. Today, they
are of slight significance as a factor in our death rate, at least in
communities which are intelligent in sanitation. This is attested
by the rate attributed to them in our current survey, 5.6 deaths per
100,000 ; of which typhoid accounts for only 0.8 deaths per 100,000.
Diarrhea and enteritis are primarily diseases of early childhood and
infancy. Formerly, they were largely the cause of the excessive
death rate among children of less than five years of age.

Typhoid fever is primarily a disease of young adult life. In for-
mer days when its control was not understood it was the scourge of
armies. In some campaigns, more soldiers died from it than from
the wounds received in battle. In the Spanish-American War, of ap-
proximately 108,000 men in our national encampments, over 20,000
contracted typhoid fever, with over 1,500 deaths. In the South
African War there were over 50,000 cases among somewhat more
than a half million of men; of whom over 8,000 died—more than
those who died from wounds. In contrast, in the World War typhoid
fever was but little prevalent in the western armies. It is prone to
become rampant whenever the sanitary systems of communities are
disrupted by catastrophe, such as fire, flood, or earthquake; or by ac-
cidental contamination. This is well illustrated by the experience of
the city of Chicago. Two major epidemics have occurred there. The
first followed the historic fire of 1872, the death rate for typhoid in-
creasing to 143 deaths per 100,000 population. The second outbreak
occurred in 1891, the rate climbing to 174 deaths per 100,000, appar-
ently due chiefly to contamination of municipal water by sewage re-
sulting from temporary impairment of the pumping system. Typhoid
has become practically non-existent as a factor of death rate, as
suggested by the rate in our current survey for 1938—0.8 deaths
per 100,000 insured lives. For example, in the town in which I re-
side, with a population of 15,000, there have been but three cases of
typhoid in the last ten years; none in the last seven.

These diseases, typhoid fever and diarrhea and enteritis, have
two characteristics in common ; that they are produced by the intro-
duction of the causative bacteria into the gastro-intestinal system,
and that these bacteria in turn are expelled from diseased bodies in
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the excreta of bowels and urinary bladder. The method of control-
ling them, therefore, may be stated tersely as the prevention of con-
tamination of our food and drink by the excreta of the diseased. On
the basis of this simple formula, there has developed in our country
a far-flung system of sanitation, which is perhaps the outstanding
triumph of modern medicine, contributing more than any other
factor to the health of our people. So vast is its organization, so
intricate its details, that it transcends our powers of imagination.
Yet it functions daily among us, so smoothly, quietly, and efficiently
as to escape our attention, to become a matter of course. It assures
us of pure water, of a wide variety of fresh and uncontaminated
foods, of milk which is wholesome and safe, of adequate disposal of
garbage and sewage, of freedom from public nuisances. This is the
outstanding reason for our present relative freedom from typhoid
fever, from diarrhea and enteritis.

I cannot leave the discussion of these favorable features of mor-
tality without calling attention to another factor, which is not directly
reflected in our survey of mortality; which nevertheless represents
an immense, incalculable contribution to human welfare. I refer to
the development of modern surgery.

For contrast, let us fancy ourselves as living ninety-two years
ago and standing in the gallery of a small, old-fashioned amphi-
theater in the Bulfinch Building of the Massachusetts General Hos-
pital in Boston. The date is October 16, 1846—memorable in the
annals of medicine. With spell-bound interest, we are gazing down
upon an unusual scene. In a wooden operating chair sits a man with
head turned to the right and resting upon a pillow. He breathes
deeply, with the stertor of profound slumber. He is unconscious
and feels no pain. He is the subject of the first public demonstration
of anesthesia by means of ether. At his left stands a gentleman
dressed in Prince Albert coat, high collar, and flowing black cravat,
the hall-marks of the surgeon. His hands are bare. His sleeves are
not turned up. Deftly he wields the knife, removing a tumor from
the neck of the unconscious man. Occasionally he reaches across
to a bowl of bloody water. In it is a sponge. He lifts the sponge,
squeezes it and with it wipes away the blood which obscures the
wound. He returns the sponge to the bowl for future use. Behind
the chair stands the anesthetist, in his right hand the crude glass re-
ceptacle with which he administers the ether. Ten other frock-coated
gentlemen stand about, deeply absorbed in this epochal procedure.
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It is difficult for us to conceive of the crudeness of the surgical
technique of those days. Formation of pus, known as suppuration,
was the inevitable sequel to a wound. In fact, the greater the sup-
puration, the more satisfactory was considered the state of healing.
From the dressings, the surgeon’s bare hands were daily soiled by
pus. With the same bare hands—perhaps washed, perhaps not—
he proceeded to his operations. To avoid staining his Prince Albert
coat, he frequently used an old coat which was rarely washed, which
might be stiff with the dried blood of previous operations. He might
thread his needles with silk and stick them for convenience in the
lapel of his coat. His teeth might prove a convenient holder for his
operating knife when not in use. If the knife were not keen enough
to suit his taste, he might lean down and strop it upon the leather of
his boot. Naturally, the operative scope was sharply limited. In-
vasion of the skull, chest, abdomen, or larger joints was almost
bound to result in fatal infection. Amputations were the usual pro-
cedure for wounds of the joints, lacerations of the extremities, and
compound fractures, which are now considered relatively minor and
readily amenable to treatment.

Not until the year 1867 did the light of knowledge begin to dispel
the ignorance and gloom of surgery. In that year, Joseph Lister,
appreciating the significance of Pasteur’s work and the fact that in-
fection was due to bacteria, proclaimed his principle of the use of
antiseptics in the practice of surgery. He utilized carbolic acid, not
only as a dressing for wounds and infections, but in the form of
solution and spray to prevent infection while operating.

From his day, the technique of surgery has steadily improved,
gradually tending away from his antiseptic methods to that standard
of complete cleanliness of everything which comes in contact with
the operative field, of an absence of living bacteria as absolute as is
humanly possible, which characterizes our modern operating rooms.
Infection in a clean operative wound is now a cause for reproach.
The surgeon confidently exposes the delicate tissues of the brain.
He fearlessly explores the abdomen and chest ; nay, even the cavities
of the heart. No part of the body is beyond his reach. Anesthesia
has developed from the simple administration of ether to an import-
ant specialty, with the adoption of numerous agents and methods.
One cannot comprehend the tremendous saving of life and the incal-
culable relief from pain and ill-health which have resulted from this
revolution of surgical technique.
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We now shift our discussion from these favorable changes of
mortality, understanding somewhat better why, in our country, the
mean duration of life has increased from approximately forty years
in the year 1850 to about sixty years at this time. We must face the
fact that this gain of about twenty years is due mainly to improved
mortality at ages under 60; that beyond age 60, the expectation of
life has increased but little, if any.

There are certain types of disease referred to by physicians as the
degenerative diseases. They chiefly include heart disease not caused
by acute infections, apoplexy, hardening of the arteries, chronic in-
flammation of the kidneys, cancer, and “sugar” diabetes. They are
primarily an attribute of advancing age. They are characterized by
a premature or senile deterioration of the heart, arteries, kidneys,
pancreas; or, in the case of cancer, by a sudden rapid localized
growth of certain types of tissue cells, which defies the automatic
biological balance of normal growth, infiltrates surrounding tissues
and spreads through the blood-stream to other parts of the body.
For these reasons the term degenerative is applied to these diseases.
They are the chief cause of the increased mortality of older ages;
for the failure of the expectation of life to have shown much in-
crease beyond the age of 60.

Three of them—heart disease, cancer, and diabetes—seem to be
definitely on the increase. The reasons for this are not clear. A
contributory factor is undoubtedly the increasing average age of
our population, due to a declining birth rate and the improvement of
mortality at the younger ages. As compared with the year 1850,
the proportion of our present population which is twenty years of
age and older appears to be about 29% greater ; and at 50 years and
over, practically 100% greater. Other reasons are doubtless the in-
creasing accuracy of diagnosis and more uniform classification of
diseases, coincident with the development of modern medicine. In
addition, there may be an increased human susceptibility to these
diseases.

The cause of “sugar” diabetes is as yet uncertain. Its predilection
for fat people is acknowledged. It appears to have a hereditary ten-
dency. In the sixteen years since the introduction of treatment by
insulin, the management of the disease has been revolutionized, with
a resulting marked increase in the longevity of diabetics to an extent
which cannot yet be clearly specified.



THE HUMAN SIGNIFICANCE OF CHANGING MORTALITY 79

Cancer has become the second most common cause of death, ex-
ceeded only by heart disease. Its origin is still veiled in mystery.
The mass of human brains and energy which is now being inten-
sively devoted to the search for its cause has no parallel in history.
We cannot doubt that its cause will eventually be discovered, and
lead to the method of control of the most distressing and dreaded
disease to which mankind is now subject.

It is only natural and proper that disease of the heart should be
the outstanding cause of death of our race. The amount of work
which this small organ performs is incredible, as indicated by the
following rough estimate. Presupposing a heart of average size,
expelling from its left ventricle 100 c.c. of blood, or about 3145
ounces, at each contraction, and beating sixty times to the minute,
the amount of blood pumped by the left ventricle, one of the four
compartments of the heart, into the main arteries of the body, in
one day only, will be approximately 2,280 gallons; in more homely
terms, seventy-two barrels or thirty-six hogsheads. If we reasonably
assume that the mean pressure of the blood in the aorta, which the
left ventricle must overcome before it can discharge its own load of
blood, is 100 millimeters of mercury, the daily work which the left
ventricle alone performs will equal the energy required to lift a
weight of twelve short tons a distance of thirty-nine inches; in other
words, practically thirty-six foot-tons of work. When we consider
that this daily labor continues unceasingly, month after month, year
in and year out, we marvel at this miraculous capacity for work and
that the heart can endure as long as it does.

The problem which faces us, therefore, is not the elimination of
heart disease, which can never occur, but rather its postponement to
even older ages, and particularly beyond the prime of life, to the end
that the longevity of man may be increased. It must be confessed
that at present there is no clue as to how this problem may be solved.

There is one type of heart disease, from the viewpoint of age-
incidence, which is becoming increasingly important, not only to us
as individuals, but also to the institution of life insurance. It afflicts
man, not necessarily in old age, but frequently in the prime of life.
Tt seems to be definitely on the increase. It is due toa deterioration
of the coronary arteries, the small vessels which carry the blood sup-
ply to the muscle of the heart. You have heard it spoken of as
coronary artery disease, coronary thrombosis or occlusion, angina
pectoris, and acute indigestion. It occurs naturally at older ages.
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On the other hand, all too frequently it strikes down men in their
forties and fifties who are at the height of their mental and physical
powers, of their usefulness to their families and to mankind. It
seems to have a predilection for individuals holding large amounts of
life insurance.

Granting that its cause is obscure, I nevertheless feel that it largely
represents the price we are paying for the pace of our modern life:
particularly urban life. In spite of the fact that living conditions
have so materially improved, many men are today living in a manner
which T believe incompatible with continued good health. They rush
from pillar to post, continually on the move. They are under busi-
ness pressure, with long hours of work and undue mental strain. They
eat irregularly and hastily, consuming too much food and food that is
too rich. For recreation, they rely upon the excitement of night life
with its late hours, convivial habits, and encroachment upon healthful
sleep. To them, the automobile is a curse, for because of it they have
forgotten how to use their legs. They shun the quietude of armchair
and book, of the out-of-doors. They have lost the faculty of relaxa-
tion, of meditation, of communion with themselves. They are not
blessed with a healthful hobby, the salvation of the indoors man.
They are unable to appreciate the physical and mental strain to which
they are subject until the break in health arrives, All too often,
unfortunately, it is then too late to prevent or to repair the damage.

On the whole, it is clear that during the last fifty years the health
of our people has improved remarkably. Of this we may be justly
proud. However, we cannot afford to overlook the necessity for still
greater improvement. We must not relax in our efforts to achieve
the maximum development of public health which may be humanly
attainable. One of the greatest barriers to this is the natural apathy
of human beings, when in good health, toward any future prospect of
ill-health, personal or public. A sensational catastrophe, such as
that recently experienced in the New England States, elicits a surge
of popular sympathy and assistance. Yet it is insignificant as com-
pared with the vastness of the unadvertised privation, suffering and
preventable death which are a daily component of modern life.
When, through the intelligence and common sense of our nation, we
shall have banished privation and want in the midst of plenty; shall
have made available to all of our people the benefits of medical
science and sanitation, then as a nation we shall have more nearly
attained the ultimate goal of public health and shall be more justified
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in resting upon our laurels. The predominant role which the insti-
tution of life insurance has played in the development of human
health, comfort, and happiness, and which it will play in future en-
deavors to attain a more perfect goal, should inspire a lasting pride
in every one of us who is fortunate enough to be associated with it;
in you, its executives; in us, its medical directors; in every member
of its home office and field forces.

(Prolonged applause.)

Tue CuammMan: Dr. Frost, I need say nothing; the applause
was certainly complimentary and we certainly appreciated your talk.
[t was not only interesting but encouraging, especially when we
think that the younger men may have still longer lives.

(The afternoon session then adjourned at 4:10 o'clock.)
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SECOND DAY
MORNING SESSION
Friday, December 2, 1938

MR. JuLiaN Price 1§ THE CHAIR

The Convention reassembled at 10:15 A. M.

TaE CHAIRMAN: We are now to have the pleasure of an address
by one of the best known life insurance men of the Midwest, Mr. T.
A. Phillips, President of The Minnesota Mutual Life Insurance
Company, of St. Paul. A Canadian by birth, Mr. Phillips obtained
his early experience with the New York Life Insurance Company and
then, almost thirty years ago, joined the company over which he now
presides. Throughout his long career, he has been prominently asso-
ciated with various actuarial societies and is a past president, and a
member of the Board of Governors, of the American Institute of
Actuaries.

Mr. Phillips is no stranger to this gathering. Two years ago, as
President of the American Life Convention, he appeared on this plat-
form to bring us the greetings of that organization. That sample talk
was so well received that we have had designs on him ever since. We
are very happy to welcome him back at this time as one of our prin-
cipal speakers.

His topic is one which, especially at the present time, calls for a
man who not only has made a thorough study of life insurance invest-
ment problems, but also is capable of evaluating his studies in the
light of experience. We are, therefore, exceedingly fortunate in hav-
ing the opportunity of hearing Mr. Phillips, who possesses both these
attributes in a high degree. He will address us on “Investment
Tendencies in Changing Times.” Mr. Phillips! (Applause.)

INVESTMENT TENDENCIES IN CHANGING TIMES
Mr. T. A. Phillips then presented the following address:
Mr. CHAIRMAN, MEMBERS OF THE ASSOCIATION, AND GUESTS:

The legal reserve life insurance companies of the United States
have undertaken to pay approximately 110 billions of dollars on
their policies of insurance. This huge sum, as paid over future
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years, will benefit well over three-fourths of the United States popu-
lation, including policyholders and their families. Part of this sum
is already accumulated from premiums heretofore paid. It is these
accumulated funds which are the subject of our study today. Con-
tractually, they are a liability of our Companies, and will be paid out
in meeting contract obligations. Actuarially, they represent accumu-
lations which, if safely and soundly invested, will, together with
the interest earned and future premiums to be received, provide the
means wherewith to pay this huge undertaking.

The fact that this presently accumulated portion is some 27}
billions of dollars, or one-fourth of the face of outstanding policies,
is unimportant. The amount is an incident in the operation of those
scientific formulae and principles through which the 110 billions will
ultimately be paid. The level premium legal reserve system, itself,
determines and fixes the amount. It is an incident also that the
United States companies, in addition to making these accumula-
tions, have made payments under their policies since their respec-
tive dates of organization aggregating nearly 47 billion dollars;
or that since 1929 our contributions to national welfare through
such payments have approximated 24 billion dollars. The im-
portant thing is that the funds presently accumulated and those to be
received in future years are in fact soundly and safely invested and
that they will do what our scientific formulae expect them to do.
Hence, this annual study of what has been done; hence, our constant
and critical examination of our investment practices, and hence, our
zealous belief in certain conservative investment policies into which
we have been guided by long experience and which have become tra-
ditional in our business.

Complete data has again been assembled, and reference will be
made thereto in the nature of a public accounting for the better in-
formation of those millions of policyholders whose thrift and con-
tinuing confidence has again been fully justified.

It is not insisted that the bigness of our business, in itself, is final
proof of merit or solvency. If this were so, it would only be neces-
sary to mention and parade before the insuring public this 27}%
billions of dollars of assets now held by these companies.

It is submitted, however, that the record of these companies in the
management of such enormous sums, during the several unpredic-
table years last past, is proof of the basic soundness of their plan
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of doing business, the sagacity of their management, and their
honesty in stewardship.

In its unrelenting clamor for things bigger and better, the Amer-
ican way has seemed at times saturated with superlatives. Too fre-
quently, I feel our smug and casual references to “billions” have
needlessly led to misinterpretation and erroneous conclusions. In
determining the place and purpose of a business such as ours in our
social structure, we find that about 95% of the assets held by our
companies are actual necessities to meet promises made in our pol-
icies—the other 5% being held as a safety factor. In measuring the
“net worth” of any individual or business, the matter of liabilities is
of immediate significance. If the assets are sizeable, and if they
have grown, it can only mean, in our plan of mutually exchanged
promises, that the liabilities are large and that they have increased
in proportion, since the two are inexorably intertwined.

If the parallel growth of liabilities, and the performance that is to
be required of the assets, are publicized and remembered, there will
be less of unwarranted reliance upon the assets by the tax gatherer
merely because such sums are large or are becoming larger. There
will, as well, be real comfort to the policyholder in the fuller realiza-
tion that the premium exacted from him is needed and that the divi-
dend he receives is fair, in the light of the aggregate of the promises
beholden to him and to all of his fellow policyholders.

Inquiry is constantly made of those handling the investments of
life companies as to the alchemy of their operations. I am satisfied
that many more policyholders would be found in the role of in-
quirers were it not for their natural timidity and their unfamiliarity
with such subjects. Depending somewhat upon the latest turn in the
business of the country, these inquiries touch by turns upon each
component part of the portfolio. At one time emphasis is placed in
pointed questions concerning the character and percentage of public
utility holdings, at another on railroad holdings, at still another on
mortgages or policy loans, and again on governmental promises.
Sometimes, there seems to be a modicum of disbelief and frequently
an astonishment that the fortunes of today’s stock and bond markets
are not more closely reflected in the balance sheets of the life insur-
ance companies.

In the belief that there are unanswered questions in the public
mind and confusion due to a tendency to regard the investment
policy of life companies and other financial institutions as identical,
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I think it desirable to again publish information concerning the in-
vestment policies of life companies.

While there is no magical quality in the investment management
of life companies, and while occasional losses are sustained, it might
be profitable for us to look at some average experiences outside the
field of life insurance. I think we may find an explanation for many
of the limitations and safeguards, voluntarily adopted and followed
by life companies, which distinguish their methods from those of
other investors.

A study* made by Dr. Harold George Fraine, formerly of the
University of Minnesota, now at Indiana University, offers some
information on the subject. While intended primarily to seek any
differences in performance between bonds purchased at various
yields, some interesting results in defaults were disclosed. Over
a period of 10 years, the list he selected, 280 in all, showed defaults
numbering 42, being 15% in the aggregate or an average annual de-
fault ratio of 1%4%.

An interesting article** by Mr. Robert A. Lovett dealt with cor-
porate mortality and the experience of the average investor. In this
the twenty interest-paying corporation bonds and the twenty divi-
dend-paying stocks most actively traded on the New York Stock
Exchange in four representative years—1901, 1910, 1919, and 1926—
were traced through to the end of 1936. Obviously, the different
lists showed a variation in the number or ratio of defaults occurring
in the period of observation. In the case of the four lists of bonds,
the proportion of issues which had ceased paying contractual rate of
interest—as well as the proportion bankrupt, in default, or in reor-
ganization—by the end of 1936, varied from 20% to as high as 40%.
A rough calculation of my own on all issues comprised in all four
bond lists would indicate an average default ratio of over 1.4% per
annum through the average period of observation which is fairly
close to that noted in the study by Dr. Fraine.

It should be recognized that such ratios will depend on many fac-
tors and should not be accepted as absolute nor should they be taken
as a measure of the investors’ final loss. An examination of the data,
however, is persuasive that the results are reasonably indicative of
average buying of a non-speculative nature.

* Appearing in “The Annalist” of October 1, 1937.

** Appearing in “The Saturday Evening Post,” April 3, 1937; underlying statistics pre-
pared by Brown Bros. Harriman and Company.
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Nor does the average buyer find a solution to his difficulties in the
investment ratings by statistical organizations. Too many examples
are known of bonds once given a triple or double A rating which are
now in the worthless or defaulted list. Of over $400 million of rated
public utility issues, of one million dollars or more, which defaulted
in the years 1921 to 1928, inclusive, 23.6% were given a rating of
Baa or better within the year of default.* Similar figures in the case
of railroads and industrials are likewise disappointing, though to a
lesser degree.

Parenthetically, it should be said that the investment rating of a
given security is but one element in selection, just as the medical ex-
aminer’s expressed opinion is but one of the factors considered in
the selection of a risk for insurance. I am not sure that the analogy
ends there. It has frequently occurred to me that there is a great
similarity between the corporate probability of default and the hu-
man probability of death, in that each shows an increasing risk with
increase in age or duration of risk. Sometime, I am hopeful, our
statisticians may give us some measure of the probabilities of trouble
in the various classes of investment in somewhat similar manner as
our actuaries now give us data on expected mortality.

We know, of course, that corporations have their life and death
just as do human beings. They die of varying causes—of old age—
through taking reckless chances—of inertia—of the withering effect
of taxation, or because of changing conditions in the economic or
political sphere. They are eliminated by competitors and by new
inventions or perish through incompetent or dishonest management.
In each of the years 1930-35, inclusive, an average of one in every
five active commercial or industrial enterprises in the United States
failed—a business mortality rate of 20.8% per annum with an
average lifetime in business of less than six years.**

Nor does the average buyer find safety by taking refuge in the se-
curities of Governments. It is true that national governments rarely
default on bonds payable in their own currency. Such default can
be avoided by a change in money standards or by printing paper
money. It has been done in most countries, including the United
States. In common with other national governments, our own gov-
ernment repudiated its promises to pay in gold, thereby gaining a
profit of nearly 3 billion dollars which its own citizens must pay ulti-
"% Melchior Palyi in “The Journal of Business” of the University of Chicago, January, 1938.

** “Behind the Scenes of Business” by Roy A. Foulke. Revised edition 1936, Dun &
Bradstreet, Inc.
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mately in hidden or disguised ways. In the year 1935, 11.4% of all
counties bore the mark of default in principal or interest, 5.2% of
municipalities, and 14.7% of reclamation, irrigation, and drainage
districts.* Undoubtedly these ratios were higher in the years 1933
to 1934.

It will be apparent that the investment policies of our life insur-
ance companies and those of the average buyer must have some in-
herent differences. We freely admit our errors in judgment and
acknowledge that no process of continuing investment can be carried
on without loss putting in its disagreeable appearance. It is mani-
fest, however, that losses approaching those indicated above would
prove embarrassing to life insurance companies, or at least would
seriously interfere with normal operations within a relatively short
term of years. The simple fact that life insurance in this country is
approaching its 100th year of operation and that during that period
our companies have succeeded in conducting theif business on a rela-
tively small surplus margin, varying from 5% to 10% of their as-
sets, must be accepted as proof that they have avoided a very large
part of the trouble which the average buyer has suffered.

Yet, as stated above, there is no magic formula to be found in the
investment departments of our companies. In the way of investment
information, we have only what is available to others who want to
seek it. In the matter of brains, we find our men in the broad marts
of labor, and presumably are no more able to make better selection
than others seeking similar services. At the risk of repetition, how-
ever, I think it is worthwhile here to point to some things which are
peculiarly those of the life insurance companies.

The foundation of all life insurance investment policy is the desire
for safety of principal. This is paramount and has been the con-
trolling force dictating all particulars of company policy and man-
agement. Long experience has taught that we can deceive ourselves
by thinking we “have made an investment”’ or “have purchased such
a security.” Instead, we have come to think of these as carrying cer-
tain degrees of insecurity. We realize that despite the greatest of
care, we have bought risks—not securities. It is traditional in the
life insurance business that money is invested so as to seel the
highest degree of safety of principal, the company then arranging
its affairs so that it can operate and meet its obligations on whatever
rate of interest may be returned from such an investment policy.

+ “Muynicipal Bonds”—p. 21, by A. M. Hillhouse,
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Out of this tradition certain practices have emerged, most of them
self-imposed, many of them enacted into law. Some of these may
be enumerated as follows:

(1) A prescribed field is adopted eliminating those types which
experience has invariably shown carry higher risk of loss. Thus,
we find the predominant bulk of life insurance investments in certain
types of real estate mortgages, in the corporation bonds of public
utilities and rails, and in bonds of municipalities or other govern-
mental units, and we note a minimum of stock holdings. New fields
are not entered until they have proven themselves.

(2) All possible strength is given to security by requiring priority
in lien supported by ample earnings and ample equities. Thus, we
find companies making only first mortgages on real estate, and seek-
ing priority of mortgage liens in corporate bonds, and in the case of
Governments, a pledge of the full and unlimited taxing power of the
issuing government.

(3) The age-old advice not to put all eggs in one basket is no-
where better followed than in life insurance. Broad diversification
is found in the investments of our companies. There is a gratifying
diversification in geographical location, in character of the securities,
or in the industries on which they are based, as well as in numbers,
amounts, and maturity dates.

(4) It is a principle of sound investment that no investment is
free from risk. As suggested above, the risk may be an increasing
one; hence, we find our companies constantly reappraising their
holdings by frequent and regular inspection, analysis, and criticism.
All are subject to changing conditions and are affected by varying
human impulses, so that we must be constantly alert to the effect of
these influences. In the process of reappraising, we must be crit-
ically frank and believe in the principle of honest charge-offs, and
the assaying, at all times, of our assets at reasonable figures.

In the past nine years, life insurance assets have met a searching
test. In the aggregate, the capital losses which have been experienced
have been relatively minor—thus demonstrating the efficacy of the
highly conservative investment principles followed by the companies
generally. In recent years, the price of adherence to these high
standards has been markedly lower yields on the investments. This
challenge has been met splendidly by the institution as a whole.
While lower investment yields must necessarily be reflected in some
change in premium cost, we can be sure that life insurance assets
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today are on the same plane of high quality that they have tradi-
tionally occupied.

Coming now to an examination of the results of the current year,
it is both enlightening and reassuring to find that solid progress
has been registered in the face of a complex and further depressed
economy. It should be understood that all figures following refer
to the 49 companies—member and non-member—which generously
contribute their figures for these annual investment reviews. In the
text, rounded figures are used. For exact figures, reference should
be made to the detailed tables appended.

CORPORATE SECURITIES

The corporate securities held by the life insurance companies are
almost entirely in bonds. Stocks, chiefly preferred and guaranteed,
represent only 2% of assets.

Railroads.—Railroad securities, at one time the largest investment
of life insurance companies, have been steadily declining in relative
importance for more than thirty years. While holdings in this field
accounted for one-third of total assets in 1911, this ratio is now only
one-eighth. During the first few years of the present century, rail-
road bonds were the most highly regarded of corporate investments.
Contrasting this with the situation today, we find that almost one-
third of all the railway mileage in the country is being operated in
bankruptcy or receivership and that railroad bonds have fallen into
popular disfavor.

The seriousness of the railroads’ predicament cannot be over-
emphasized but, at the same time, there seem to be certain definite
misconceptions in the public mind which should be corrected. The
large volume of traffic which has been diverted from the railways
to highways, waterways, pipelines, and airways, has led many to the
erroneous conclusion that our railroads are being used less and
less. The fact, however, is that even in the depression years 1930-37
the volume of combined freight and passenger revenue traffic* was
50% greater than during the period 1900-07, at which time railroad
prosperity was at its peak. Carrying the comparison further, we find
that the growth in traffic has nearly kept pace with population growth,
as the railroads handled almost as many units of revenue traffic for
every man, woman, and child in the United States during the latter
period. In other words, the volume of all freight and passenger traf-

* Using “Equivalent Ton Mile” as a unit of revenue traffic.
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fic has been increasing at such a rate that, despite the inroads of
competition, the long-term trend in the amount of business handled
by our railroads has been steadily upward. Furthermore, the records
show a tremendous advance in the efficiency and dispatch with which
traffic is handled.

It may be noted that the present funded debt of the Class I rail-
roads is a smaller proportion of plant and property value than at the
beginning of the century, when railroad credit was at its highest. It
may be recorded also that fixed charges in the eight years beginning
with 1930 absorbed only 17.4% of gross revenues, as compared with
24.2% in the years 1900 to 1907.

It seems worthwhile to emphasize these facts here in order that
those who are sincerely interested in the welfare of the railroads
will look beyond such matters as competition, or efficiency, or cap-
ital structure before attempting to make their diagnosis of railroad
ills.

However, it is not our purpose here to diagnose nor to prescribe.
We must take a realistic view of the situation as it exists and the
plain facts are that the industry today is a marginal one, with rigidly
fixed costs, and does not offer an attractive field for the investment
of funds where safety of principal is of prime importance. It is to
be hoped that the railroad industry, an essential one and still one of
the country’s largest, can be restored to such a position that its se-
curities will again be attractive to the conservative investor. Unless
fundamental changes are made, however, the flow of insurance cap-
ital into the industry is likely to terminate and the ratio of railroad
holdings to total assets will continue to decline.

The effect of the present unhappy railroad situation on life in-
surance companies, although not to be minimized, has probably been
greatly exaggerated. As mentioned above, railroad holdings today
account for only 12.1% of total life insurance assets. It must be
remembered that the percentage of mileage in receivership is not a
measure of the losses taken by investors. There is hardly a road in:
bankruptcy today that is not paying all or a part of the interest on
some of its senior liens, and most of the receivership roads are pay-
ing both principal and interest on equipment trust certificates. An-
other major consideration is the fact that the present railroad diffi-
culties are not a sudden development but have accumulated over a
period of years, and, since insurance companies follow the practice
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of writing defaulted bonds down to market prices, losses have been
taken gradually as they occurred. Such losses as have occurred have
been minor in relation to total assets and have been taken in stride.
It should be remembered that each progressive step toward recovery
in general business will operate to make the railroad problem less
acute. For the benefit of those who feel impelled to take a pessi-
mistic view of the future trend of general business, I think we may
say that any future losses on railroad securities that the life insur-
ance business may find it necessary to take can be absorbed from
operations for the years in which they occur.

Public Utilities.—In this class are included the telephone and tele-
graph, power and light, water, and gas industries. Here, we find
a contrast to railroading in that these industries are young, dynamic,
and expanding. The tremendous expansion that has taken place dur-
ing the last 25 years is too well known to need comment here. To-
day, we have one telephone for every 7th person in the United States
and an average of approximately four calls per day originating from
each telephone. Electricity is now used so extensively that it has
become an indispensable part in the production, manufacture, and
distribution of nearly every commodity we use. Within the past ten
years, its use on the farm has almost tripled and in the home has
more than doubled. Vast strides have been made also by the water
and gas industries. The need thus created for long-term credit is
illustrated by a virtual three-fold increase, between 1912 and 1934,
in the aggregate long-term debt of the public utility companies. In
figures, the increase was from 514 billions to approximately 1434
billions.

As stated elsewhere in this report, life insurance companies are
prone to enter new fields slowly allowing time to determine their
suitability. Thus we find that in 1921 we had but 3% of our assets
in these securities. As the fundamental importance and enduring
usefulness of these industries become apparent, we find an increas-
ing use of life insurance capital in financing their credit needs. The
year 1938 increased our holdings in this class by 431 millions to a
total of 3 billion 254 millions, which is 12.8% of assets.

Other Corporations.—Securities of corporations other than those
of railroads and public utilities have been among the lesser parts of
the holdings of life insurance companies. Generally, they are lim-
ited to basic and essential industries producing such commodities as
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steel, rubber, oil, and manufactured foodstuffs. As our material
progress has advanced, the need for such products has grown greatly
and has created corresponding capital demand. There has been a
slowly increasing flow of life insurance funds into this field. Such
securities currently held total one billion 453 millions, or 5.7% of
assets.

GOVERNMENT BONDS

We come now to government bonds, a type essentially different
from those we have been discussing as they are secured not by liens
against property but by the taxing power of governments.

United States Bonds.—Since 1929, there has been a substantial
reduction in private long-term indebtedness due both to liquidations
and to a marked curtailment in credit demand. On the other hand,
there has been a heavy volume of United States Government finan-
cing to provide for greatly expanded governmental activities fostered
by reason of depression circumstances. A considerable flow of life
insurance funds into the bonds of the United States Government has
therefore been unavoidable. In the five years ending with 1937, the
increase in these holdings amounted to approximately 4/5 of the
total increase in assets during that time. It is pleasing to note that
in 1938 the outstanding holdings of United States bonds show the
smallest increase since 1932 and actually show a small decrease in
relation to total assets. The total now amounts to 4 billion 551
million. This represents a decline in percentage of total assets to
17.9% from the peak of 18.1% last year. This is doubly gratifying.
First, it means that a larger portion of new funds is being invested
on a more favorable interest basis, and second, it reflects improve-
ment in the mortgage and corporate bond markets sufficient to per-
mit larger commitments in those categories than in 1937, larger in-
deed than in any year since 1928,

State, County, and Municipal Bonds.—While of less importance
in total than the bonds of the United States Government, the issues
of states, counties, and municipalities occupy a growing part of our
investment program. They now account for 5.8% of assets and
amount to one billion 475 millions.

The bonds of foreign governments are almost entirely those issued
by the Dominion of Canada and its political sub-divisions. They
amount to 2.0% of total assets, a percentage which has varied little
for many years past.
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MORTGAGES

Farm.—In life insurance investment history, farm mortgage loans
properly selected have long occupied an important place and filled
it in a highly satisfactory manner. As a means of diversifying in-
vestments, they offer a special advantage. In the early part of this
century, they represented about 12% of the companies’ assets, ex-
panding to nearly 20% after the War period when there was great
demand for capital in farming areas. Even during the post-War
deflation period, the companies increased these investments moder-
ately up to about 1928. A very rapid decline has occurred since
1930, the amount now outstanding being about 800 millions—
roughly 3% of assets, or about 40% of the total at the end of 1929.
Repayments of loans and transfers to real estate, through acquisi-
tion of properties, have accounted for part of this reduction. A
major factor, undoubtedly, is the extension of government credit at
rates lower than those which are advantageous for private capital.
Farm loans are made in comparatively small amounts. The expense
of making and servicing them is relatively high and, unless they
offer vields sufficient to meet such expenses, life insurance funds
seek other fields. Perhaps the most significant thing appearing in
this year’s data is a slackening in the rate of decline in amounts of
these holdings. It is noted that loans by the Federal Farm Credit
agencies have decreased during the same period. Perhaps, we may
hope that a reversal of our downward trend may soon appear.

Non-Farm.—The tremendous increase in construction activities
between 1921 and 1928 resulted in an expansion of urban mortgages
to a high point of 30% of assets at the end of 1929. The volume in-
creased somewhat to the end of 1931 after which it began to decline.
In the main, this decline may be attributed to repayments of loans,
foreclosures, and a lessened demand for credit because of curtailed
construction activities. While an element of governmental compe-
tition has been present through the activities of the Home Owners’
Loan Corporation, it affected only one portion of the urban field,
namely, home mortgages on one- to four-family dwellings. These
comprise not more than %3 of the total urban mortgage holdings of
the life insurance companies, according to a survey made by the
Federal Home Loan Bank Board.

It is encouraging to note the improvement in this part of our field.
There is a continued downward trend in real estate acquisitions, a
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marked recovery in the building industry, and an upward trend in
life insurance holdings of urban mortgages. Urban loans outstand-
ing aggregate 4 billion 142 million dollars, or 16.3% of assets.

OTHER ASSET ITEMS

Finally we come to two items in the asset account which are dis-
tinctive in that they are not acquired voluntarily by the companies,
namely, policy loans and real estate. Both types reflect directly the
prevailing economic conditions in the country, increasing always
when conditions are adverse. It is encouraging to note a lessened
percentage of each in relation to assets.

Policy Loans—The demand for policy loans increased in the
early months of the year, following the business recession, but slack-
ened later. They are outstanding now at 3 billion 89 millions, which
represent 12.1% of assets, the latter figure being a decrease for the
year and contrasting with 18% at the bottom of the depression in
1932-33.

Real Estate—Real estate, while showing a nominal increase in
amount during the current year, has dropped below 8% of the assets
for the first time since 1934. Such holdings amount to one billion
682 millions.

SUMMARY

It is pleasant to be able to close with a summary of current aspects
which we may regard as highly favorable.

(1) Progressively smaller decreases each year since 1934 in vol-
ume of farm mortgage holdings, with some hope that the downward
trend may be nearing its end.

(2) Annual increases in the amount of urban mortgages in each
of the last two years.

(3) The smallest increase in amount of Federal bond holdings
since 1932.

(4) Progressively larger increases in aggregate corporate bond
holdings each year since 1933.

(5) A downward trend in the ratio of real estate holdings and of
policy loans to total assets.

To be able to report these results at the end of a year which began
with a general economic recession is particularly encouraging. These
favorable trends should be a source of keen satisfaction to every
person having an interest in Life Insurance.

(Applause.)
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INVESTMENTS AND RESERVES OF 49 LEGAL RESERVE LIFE INSURANCE
COMPANIES

(These Companies Held, in Different Years, from 91.6% to 98.4% of the Admitted Assets of
a[] United States Legal Reserve Companies)

TABLE I—INVESTMENTS—BY CLASSES

U. S. Government

Dec. 31 Farm Mortgages Other Mortgages Total \fpgggges Bonds
1906 $ 268,658,000 ( 9.3%) § $ 551,864,000 (19.2%) $ $ 820, ,522,000 :%; 3 2,900,000 E 1%)
1911 487,156,000 (12.0 820 962,000 (20 3 ; 1l 308 118,000 (32.3 986,000 0 ;
1916 795,545,000 514 .9 992,333,000 (18.5 1,787,878, UOO 33.4 ) 1,533,000 ( .0
1921 1,330,589,000 (17.7 1,252,581,000 (16.7 ) 2,383, 170 000 §34 4 ) 801,268,000 (10.7 g
1924 1,814,133,000 (18.7 2,019,972,000 (20.9 g 3, 834 105,000 (39.6 688,198,000 ( 7.1
1925 1,892,657,000 El?.? 2,507,401,000 (23.4 4,400,058 000 (41.1 631,646,000 ( 5.9
1926 1,957,223,000 (16.5 3,152,978,000 (26.5 g 5,110,201,000 (43.0 480,221,000 ( 4.1
1927 i 982 548,000 (15.0 3,701,634,000 (28.1 5,684,182 000 (43. 1 440,629,000 ( 3.3
1928 1, 960 113, {)D{) (13.3 4,290,583,000 (29.2 ) 6,250,696,000 (42.5 ) 391,904,000 ( 2.7
1929 1 930 434 000 (12.0 4,816,134,000 %30 .0 6,746,568,000 (42.0 316,381,000 ( 2.0
1930 1; 886 389,000 §10.9 ; 5,127,646, 1600 (29.6 7,014,035,000 (40.5 303,431,000 ( 1.8
1931 1 835,:23,000 9.9 5,253,453,000 (28.5 7,088, 978 000 (38.4 355,563,000 { 1.9
1932 1,701,149,000 ( 8.9 ) 5.093,!66.000 (26.8 6,796,315,000 (35.7 421,210,000 ( 2.2
1933 1,500,6?3,000 7.8 g 4,741,064,000 (24.6 6,241,737, 000 532 4 804,867,000 ( 4.2
1934 1,188,167,000 5.9 4,308,108,000 (21.4 5,496 2?: 000 (27.3 1,737,222,000 E 8.6
1935 986,458,000 ( 4.6 3,962,738,000 (18.6 ) 4,949, 196 000 523 2 2,721,341,000 (12.7
1936 866,309,000 ( 3.8 3,836,760,000 (16.7 4,703,069,000 (20.5 ; 3,691,455,000 (16.1
1937 813,801,000 ( 3.4 3,944,082,000 (16.3 4,757,883,000 (19.7 4,363,292,000 (18.1
1938 9/30 800,988,000 E 3.2 4,081 3?4 000 (16.2 4,882,362,000 5194 ; 4,492,205,000 (17.9
11938-12/31 800,000,000 ( 3.1 4,142, 000 000 (16.3 4,942,000,000 (19.4 4,551,000,000 (17.9
State, County, and t1Canadian 11Other Foreign Total
Dec. 31 Municipal ds Government Bonds Government Bonds Government Bonds
IR T N TONRE RN SRR R
) ¥ ] . » () -
1916 241,696, 000 (4.5 69,711,000 El +3 138,953,000 EZ@ g 451 893, 1000 é 8.4
1921 347,611,000 54 6 157,419,000 (2.1 110,648,000 (1.5 1,416,946,000 (18.9
1924 343, 783 000 (3.6 225 115, 000 (2.3 43,124,000 ( .4 1,300,220,000 (13.4
1925 355,116,000 53,3 ) 246,616,000 (2.3 37,195,000 ( .4 1,270,573,000 (11.9
1926 343,984.000 29 ) 264,906,000 (2.2 ; 30,224,000 s .3 ) 1,128,335,000 { 9.5
1927 356,390,000 §2,7 304,478,000 (2.3 32,624,000 ( .3 ) 1,134,121,000 ( 8.6
1928 413,742,000 (2.8 337,103,000 (2.3 ) 35,498,000 5 2 1,178,247,000 E 8.0
1929 541,253,000 (3.4 372,761,000 (2.3 ) 36,397,000 ( .2 1,266,792,000 ( 7.9
1930 587,205,000 (3.4 404,002,000 (2.3 ) 32,830,000 E 2 1,327,468,000 ( 7.7
1931 695,387,000 (3.8 441,274,000 (2.4 ) 31,519,000 ( .2 1,523,743,000 ( 8.3
1932 739,785,000 (3.9 448,403,000 (2.4 24,712,000 ( .1 ) 1,634,110,000 ( 8.6
1933 808,586.000 (4.2 439,897,000 (2.3 17,029,000 ( .1 2,070,379,000 510.8
1934 1,015,228,000 (5.0 439,870,000 (2.2 14,980,000 g A 3,207,300,000 (15.9
1935 1,169,710,000 (5.5 469,164,000 (2.2 13,392,000 ( .1 4,373,607,000 (20.5
1936 1,300,129,000 (5.7 476,874,000 (2.1 10,628,000 ( .1 5,479,086,000 (24.0
937 1,403,176,000 (5.8 483,550,000 (2.0 ,379,000 ( .0 6,256,397,000 (25.9
8- 9/30 1,452,894,000 55.8 500,761,000 EZ.D 5,916,000 ( .0 6,451,776,000 (25.7
11938—12/31 1, 475 000 000 (5.8 508,000,000 (2.0 ) 6 000 000 ( .0 6,540,000,000 (25.7
*Railroad *Public Utility *Qther *Total
Dec. 31 Bonds and Stocks Bonds and Smcks Bonds and Stocks Bonds and Stocks
1906 $1,001,728,000 (34.8%) $ 134,056,000 4.?%; $ 107,777,000 (3.7%) $ 1,437,461,000 (50.0%)
ST LRSS (T T e 4T T s 60 i e
¥ ) . » ’ » ¥ ¥ » .
1921 1, ?18 823 000 522 .9 223,605,000 ( 3.0 ; 104,105,000 (1.4 3,463,479,000 (46.2
1924 2,09?,843,000 21.7 460,076,000 ( 4.8 139,770,000 (1.4 3,997,909,000 (41.3
1925 2,232,288,000 EZD.S 632,319,000 ( 5.9 164,314,000 (1.5 4,299,494,000 (40.1
iz by ) Mol g8 3 HimmmGR | diBa b )
B dhmie i) Rl d M el el el
1929 610, . 92U, g 2,041, . »701,455, 37.
1930 2:94?,02?.000 %17.0 1:675,187,000 9.7 546,906,000 (3.1 6,496,588,000 53?.5
1931 2,996,675,000 (16.2 1,814,268,000 ( 9.8 597,044,000 (3.2 6,931,730,000 (37.5
1932 2,940,334,000 %15.5 1,808,088,000 ¢ 9.5 593,733,000 (3.1 6,976,265,000 (36.7
B ZEEGR (3 ) immlame 03} e gt LR 5
1933 2,875,730,000 513.4 2,170,601,000 (10.1 787,165,000 (3.7 ) 10,207,112,000 §47.7
1936 2,933,365,000 (12.8 2,562,554,000 (11.2 919,906,000 (4.0 11 894 911 000 52.0
1937 ,030,369,000 (12.6 2,822, 923 000 (11.7 1,218,569,000 (5.0 13, 328 258,000 (55.2
1938- 9/30 3 061,192,000 (12.2 3, 137 621, 12.5 1,390,234,000 ES e 14 040 823 000 (55.9
$+1938-12/31 3, 082 000 000 (12.1 3, 254.000 000 12.8 1,453,000,000 (5.7 14 329 000,000 (56.3
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TABLE I—INVESTMENTS—BY CLASSES (Continued)

Policy Loans

Dec. 31 and Premium Notes Real Estate Collateral Loans Cash
1906 $ 254,815,000 ( 8.9% $ 156,442,000 (5.4% $51,678,000 (1. 8% $ 65 040 000 (2.3%
1911 523,457,000 (13.0 ,814,000 (3.9 13,633,000 ( .3 1,000 (1.6
1916 750,051,000 Eld.ﬂ 143,520,000 EZ o7 14,215, '000 ( .3 96 068 1000 (1.8
1921 977,306,000 (13.0 147,675,000 (2.0 ) 26,41.‘3,009 4 88,721, DDD 1.2
1924 1,190,822,000 (12.3 175,748,000 (1.8 11,975,000 1 100 838 ODD 151
1925 1 296 136 000 (12.1 190,184,000 (1.8 12,187,000 1 100 762, 1000 9
1926 1,428,388,000 12.0 216,375,000 (1.8 16,905,000 2 91, 489 000 ( .8
1927 1,590,449,000 (12.1 254,608,000 (1.9 ) 18,885,000 2 108 915,000 ¢ .8
1928 1,790,836,000 512.2 301,419,000 (2.1 23,798,000 ( .2 112 957 000 ( .8
1929 2,139,669,000 (13.3 345,490,000 EZ .2 21,073,000 s 1 117, 657 000 ( .8
1930 2,515,709,000 (14.6 411,082,000 (2.4 19,606,000 ( .1 126 158, 000 o
1931 3,015,921,000 (16.4 521,118,000 (2.8 18,719,000 ( .1 149 316 000 ( .8
1932 3,415,310,000 (17.9 753,339,000 (4.0 11,760,000 ( .1 291, 038 000 (1.5
1933 3,419,498,000 (17.8 1,102,026,000 (5.7 10,891,000 ( .1 416 337,000 (2.1
1934 3,300,488,000 (16.4 1,485,367,000 (7.4 8,789,000 ( .1 557,608,000 52.8
1935 3,187,136,000 514.9 1,749,030,000 (8.2 7,861,000 0 761,737,000 (3.6
1936 3, 056 613,000 (13.4 1,889,202,000 ES .3 4,585,000 ( .0 785, 608 000 (3.4
1937 3 04-4 62 000 (12.6 1,930,868,000 (8.0 3,964,000 § 1] 667 316,000 (2.8 )
1938- 9/30 3 070 122 000 (12.2 1,964,392,000 (7.8 3,483,000 0 793 53? 000 (3.2 %
t1938-12/31 3, 089 DDB 000 (12.1 1,982,000,000 (7.8 3, 000 000 ( .0 750 000 000 (3.0
Tortar ApMITTED ASSETS
Ratio of 49
Other Of the 49 United *+0Of All United anies to
Dec. 31 Admitted Assets States Companies States Companies All Companies
1906 $ 90,529,000 }3 1% $ 2,876,487,000 $ 2,924,254,000 98.4%
1911 105,980,000 (2.6 4,047,997,000 4,164, 1492, ,000 97.2
1916 133,611,000 (2.5 5,346,606,000 5 536 607 000 96.6
1921 211,473,000 (2.8 7,498,239,000 7,936,497.000 94.5
1924 369,081,000 (3.8 9.680.478,000 10,394,034,000 93.1
1925 418,286,000 (3.9 10,717,107,000 11,537,615,000 92.9
1926 487,702,000 (4,1 11, 881 395 000 12,939,807,000 91.8
1927 541, 027 000 (4.1 ) 13 185 169 000 14,391,851,000 91.6
1928 653,554,000 (4.4 14 689,498,000 15,961,094,000 92.0
1929 708,657,000 %4.4 16 060 507, ,000 17,482,309,000 91.9
1930 721,108, 000 4.2 17, 304 286, 000 18,879,611,000 91.7
1931 741, 382 000 (4.0 18,467,164,000 20,159,940,000 91.6
1932 7?6 008, 1000 (4.1 ) 19,020,035,000 20,754,112,000 91.6
1933 688 704 000 (3.6 19,246,782,000 20,895,726,000 92.1
1934 544,426.000 (2.7 20,099,647,000 21,843,794,000 92.0
1935 512,546,000 (2.4 21,374,618,000 23,216,496,000 92.1
1936 554,494,000 (2.4 22,888,482,000 24,874,316,000 92.0
1937 409,240,000 (1.7 24,141,991,000 26,249,049,000 92.0
1938- 9/30 367,786,000 (1.5 25,122,505,000 1“27 300 DDG 000 92.0
11938-12/31 355,000,000 (1.4 25 450 000 000 27,650,000,000 92.0

( ) Ratio of investments in class to total investments.

t Estimated by the Association of Life Insurance Presidents.

1t Including securities of all political subdivisions.
* See table IA for amounts of stocks included.

** Data, except for 1938, from Life Insurance Year Books of The Spectator Company,
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TABLE IA—STOCKS—BY CLASSES

PREFERRED AND GUARANTEED

Dec. 31 Railroad Public Utility Other Total
1906 $13,563,000 $ 1,678,000 $ 2,196,000 17,437,00
1911 8,396,000 912,000 1,942,000 2 11:2502003
1916 9.365,000 953,000 1,236,000 11,554,000
1921 11,372,000 1,176,000 1,119,000 13,667,000
1624 9,630,000 2,145,000 1,623,000 13,398,000
1925 9,801,000 2,248,000 2,000,000 14,049,000
1926 9,601,000 3,022,000 1,543,000 14,466,000
1927 11,969,000 6,695.000 2,649,000 21,313,000
1028 25,547,000 41,598,000 52,331,000 119,476,000
1929 40,110,000 82,264,000 110,344,000 232,718,000
1930 59,762,000 117,664,000 173,959,000 351,385,000
1031 67,500,000 152,386,000 195,228,000 415,114,000
1032 66,996,000 153,764,000 194,636,000 415,396,000
1933 66,150,000 155,481,000 185,853,000 407,484,000
1034 66,301,000 157,198,000 188,482,000 411,981,000
1935 65,693,000 164,232,000 201,634,000 431,555,000
1936 66,538,000 163,077,000 187,950,000 417,565,000
1937 63,087,000 158,198,000 209,458,000 430,743,000
19338—- 9/30 63,037,000 164,061,000 210,856,000 437 954 000

$1938-12/31 63,000,000 173,000,000 214,000,000 450,000,000

COMMON

Dee. 31 Railroad Public Utility Other Total
1906 $29,532,000 $14,894,000 70,921,000
1911 20,221,000 15,826,000 s:w,m:ooo slggggi,ggg
1916 23,548,000 13,147,000 32,684,000 66,779,000
1921 17,405,000 10,403,000 30,418,000 58,316,000
1024 17,522,000 5,743,000 39,096,000 62,361,000
1925 17,249,000 6,366,000 52,484.000 76,099,000
1926 17,792,000 6,335,000 54,799,000 78,926,000
1027 13,164,000 5,050,000 49,961,000 68,175,000
1928 18,669,000 5,251,000 31,303,000 55,223,000
1920 24,853,000 2,134,000 58,466,000 91,453,000
1930 24,919,000 10,970,000 63,124,000 99/013.000
1931 26,405,000 12,779,000 63,054,000 102,238,000
1032 24,081,000 12,229,000 65,533,000 101,843,000
1033 23,726,000 12,334,000 62,725,000 98,785,000
1034 22,481,000 12,238,000 62,646,000 97,365,000
1935 22,553,000 14,623,000 63,204,000 100,380,000
1936 20,182,000 19,257,000 64,637,000 104 076 000
1937 19,353,000 21,016,000 61,547,000 101,916,000
1038- 9/30 15,037,000 21,940,000 70,096,000 107,073,000

$1938-12/31 10,000,000 23,000,000 82,000,000 115,000,000

TOTAL

Dec. 31 Railroad Public Utility Other Total
1906 $43,095,000 $16,572,000 73,117,000
1911 37,617,000 16,738,000 : 32,276,000 slgg'ggf’ggg
1916 331313,000 14,100,000 33,920,000 81,333,000
1921 28,777,000 11,669,000 31,537,000 71,983,000
1924 27,152,000 7,888,000 40,719,000 75,759,000
1925 27,050,000 8,614,000 54,484,000 90,148,000
1926 27,693,000 9,357,000 56,342,000 93,352,000
1927 25,133,000 11,745,000 52,510,000 80,488,000
1028 44,216,000 46,840,000 83,634,000 174,699,000
1929 64,963,000 90,398,000 168,810,000 324,171,000
1930 84,681,000 128,634,000 237,083,000 450,398,000
1931 93.505,000 165,165,000 258,282,000 517,352,000
1032 91,077,000 163,993,000 260,169,000 517,230,000
1933 89,876,000 167, 815 OOD 248.578 000 506 269 000
1933 88,782,000 169,436,000 251,128,000 509,346,000
1935 88,246,000 178,855,000 264,838,000 531,939,000
1936 86,720,000 182,334,000 252,587,000 521,641,000
1937 82,440,000 179,214,000 271,005,000 532,659,000
1938 9/30 78,074,000 186,001,000 280,952,000 545,027,000

+1938-12/31 73,000,000 196,000,000 296,000,000 565,000,000

t Estimated by The Association of Life Insurance Presidents,
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TABLE II—INVESTMENTS—BY DIVISIONS

Division Dec. 31, 1936 Dec. 31, 1937 Increase During 1937

.N England ...ccccieneanss $ 1,127,675,000 $ 1,195,724,000 68,049,000 6.0%
M%gd!e taf:ntic ............. 6,358,343,000 6.678,676:000 320,333,000 5.0
East North Central........... 4,509,198,000 4,744,437,000 235,239,000 5.2
West North Central.......... 2,641,559,000 2,710,821,000 69,262,000 2.6
South Atlantic ......eveveens 1,947,768,000 2,129,683,000 181,915,000 9.3
East South Central........... 1,112,464,000 1,203,212,000 90,748,000 8.2
West South Central.......... 1,323,123,000 1,429,505,000 106,382,000 8.0
Mountain = 561,160,000 586,301,000 25,141,000 4.5
PaCifiC. cuanussnsesnvmvrryana 1,485,176,000 1,562,649,000 77,473,000 5.2
Territories and P 100S. .. . 7,312,000 7,466,000 154,000 2.1
United States .....coeeveenes. 21,073,778,000 22,248,474,000 1,174,696,000 5.6
nada ..... 775,528,000 789,180,000 13,652,000 1.8
Other Foreign .. 43,797,000 65,531,000 21,734,000 49.6
Misc.—Allocated by Classes. .. 471,734,000 661,144,000 189,410,000 40.2
Misc.—Not Allocated by Classes 523,645,000 377,662,000 —145,983,000 —27.9
Ho5E) pennogoanononmooont 22,888,482,000 24,141,991,000 1,253,509,000 5.5

TABLE III—FARM MORTGAGES

Division Dec. 31, 1936 Dec. 31, 1937 Increase During 1937

New England ............... $ 17,000 $ 11,000 —6,000 —35.3%
Middle Atlantic ..........0.. 242,000 273,000 31,000 12.8
East North Central........... 179,856,000 174,885,000 —4,971,000 —2.8
West North Central.......... 474,868,000 433,359,000 —41,509,000 —8.7
South Atlantic .....covevnans 23,633,000 24,936,000 1,303,000 5.5
East South Central........... 40,478,000 41,650,000 1,172,000 2.9
West South Central.......... 98,332,000 04,585,000 —3,747,000 —3.8
Mountain .....oceee.nns reas 12,839,000 11,891,000 —948,000 —7.4
Pacific .esececcaiecan ssiaans 28,677,000 26,425,000 —2,252,000 —7.9
Territories and Possessions. ... 22,000 20,000 —2,000 —9.1
United States 858,964,000 808,035,000 —50,929,000 —5.9
Canada ...... 5,761,000 5,766,000 5,000 1
Miscellaneous 1,584,000 @ ........ —1,584,000 o
Total .owiinwsiivuvisvisds 866,309,000 813,801,000 —52,508,000 —6.1

TABLE IV—OTHER MORTGAGES

Division Dec. 31, 1936 Dec. 31, 1937 Increase During 1937

New England ...ccvuvvannnas $ 129,041,000 $ 148,169,000 19,128,000 14.8%
Middle Atlantic «..vevveecesn 1,634,405,000 1,704,072,000 69,667,000 4.3
East North Central........... 845,822,000 858,676,000 12,854,000 L5
West North Central.......... 218,483,000 218,145,000 —338,000 —.2
South Atlante ...coaeevnvves 336,091,000 349,980,000 13,889,000 4.1
East South Central...... 121,002,000 121,062,000 ,000 .0
West South Central.......... 142,128,000 145,838,000 3,710,000 2.6
MOUNTAIN oiaiivere storeis ontatetaly s iiata 33,884,000 33,156,000 —728,000 —2.1
Pacific c.c.cvicsrsiaasansans 309,722,000 304,042,000 —5,680,000 —1.8
Territories and Possessions. ... 776,000 861,000 85,000 11.0
United States .......... . 3,771,354,000 3,884,001,000 112,647,000 3.0
Canada ...... . 65,406,000 60,081,000 —5,325,000 —&.1
YYs59) comcacoccoaooonmong 3,836,760,000 3,944,082,000 107,322,000 2.8

The geographic divisions used throughout this paper correspond with those used by the U. S.

Bureau of the Census and are as follows:

New England:—Maine, New Hampshire, Vermont, Massachusetts, Rhode Island, Connecticut.
Middle Atlantic:—New York, New Jersey, Pennsylvania, ! G

East North Central:—Ohio, Indiana, Illinois Michigan, Wisconsin
issouri, North D

West North Central:—Minnesota, lowa,
Kansas.

akota, South Dakota, Nebraska,

South Atlantic:—Delaware, Maryland, District of Columbia, Virginia, irgini
Carolina, South Carolina, Georgia, Florida ATilLE, Migiate, Tt {Vrgmis, Nortt

East South Central:—Kentucky, Tennessee, Al;bama, Mississippi.

West South Central:—Arkansas, Louisiana, Oklahoma, Texas.
Mountain:—Montana, Idaho, Wyoming, Colorado, New Mexico, Arizona, Utah, Nevada.

Pacific:—Washington, Oregon, California.

Territories and Possessions:—Alaska, Hawaii, Philippine Islands, Puerto Rico.
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TABLE V—TOTAL MORTGAGES

99

Division Dec. 31, 1936 Dec. 31, 1937 Increase During 1937
New England ... ..$ 129,058,000 $ 148,180,000 $ 19,122,000 14.8%
Middle Atlantic . 1,634,647,000 1,704,345,000 69,698,000 4.3
East North Central, 1,025,678,000 1,033,561,000 7,883,000 .8
West North Central 693,351,000 651,504,000 —41,847,000 —6.0
South Atlantic .. 359,724,000 374,916,000 15,192,000 4.2
East South Central. 161,480,000 162,712,000 1,232,000 .8
West South Central 240,460,000 240,423,000 —37,000 —.0
Mountain .. 46,723,000 45,047,000 —1,676,000 —3.6
Pacific oo . 338,399,000 330,467,000 —7,932,000 —2.3
Territories and Possessions, ... 798,000 881,000 83,000 10.4
United ‘States .o covovivvmins 4,630,318,000 4,692,036,000 61,718,000 1.3
[P st e i sl e 71,167,000 65,847,000 —5,320,000 —
Miscellaneous .......covuiuas 1,584,000 ......... —1,584,000 Ceas

Tatal ) o e 4,703,069,000 4,757,883,000 54,814,000 1.2

TABLE VI—*U. S. GOVERNMENT BONDS

Division Dec. 31, 1936 Dec. 31, 1937 Increase During 1937
New England .....coveeeasns $ 246,958,000 $ 290,159,000 $ 43,201,000 17.5%
Middle Atlantic ......cv0eun. 787,387,000 927,636,000 140,249,000 17.8
East North Central........... 739,029,000 872,222,000 133,193,000 18.0
West North Central.......... 396,093,000 466,872,000 70,779,000 17.9
South Atlantic ...........0.. 490,595,000 582,500,000 91,905,000 18.7
East South Central........... 305,283,000 362,590,000 57,307,000 18.8
West South Central.......... 367,300,000 435,020,000 67,720,000 18.4
Mosntaif ot il s 108,160,000 128,280,000 20,120,000 18.6
I S on homoonnogosoaa0000 250,650,000 208,013,000 47,363,000 18.9

Total: cunseiamvnainwas 3,691,455,000 4,363,292,000 671,837,000 18.2

TABLE VII—STATE, COUNTY, MUNICIPAL, AND FOREIGN GOVERNMENT BONDS

Division Dec. 31, 1936 Dec. 31, 1937 Increase During 1937
New England ... $ 66,191,000 $ 65,888,000 $ —303,000 —.5%
Middle Atlantic . 407,498,000 460,185,000 52,687,000 12.9
East North Centra 237,530,000 246,750,000 9,220,000 3.9
West North Central 77,797,000 77,458,000 —339,000 —4
South _Atlantic .... 151,295,000 161,475,000 10,180,000 6.7
East South Centra 99,261,000 102,565,000 3,304,000 3.3
West South Central 125,934,000 127,793,000 1,859,000 1.5
Mountain ......... c 19,792,000 23,180,000 3,388,000 17.1
PACHIE . v v mawsmmmsmnns . 113,535,000 136,590,000 23,055,000 20.3
Territories and Possessions. ., . 1,296,000 1,292,000 —4, —.3
United States .....covvvvvns. 1,300,129,000 1,403,176,000 103,047,000 7.9

- 476,873,000 483,550,000 6,677,000 1.4
Other Foreign .........o.00. 10,629,000 6,379,000 —4,250,000 —40.0

Total oacammrsaa 1,787,631,000 1,893,105,000 105,474,000 5.9

TABLE VIII—**RAILROAD BONDS AND STOCKS

Division Dec. 31, 1936 Dec. 31, 1937 Increase During 1937
New England ............... $ 77,563,000 3 72,031,000 $ —5,532,000 —7.1%
Middle Atlantic ............. 457,849,000 463,982,000 6,133,000 1.3
East North Central........... 740,572,000 755,230,000 14,658,000 2.0
West North Central.......... 411,036,000 420,008,000 8,972,000 2.2
South Atlantic .......e00vu0s 315,776,000 324,861,000 9,085,000 2.9
East South Central........... 222,470,000 238,697,000 16,227,000 7.3
West South Central.......... 200,316,000 201,775,000 1,459,000 7
Motntain ..ovvessiecasciioes 227,689,000 244,609,000 16,920,000 7.4
Pacibic ooiiiitiiiiiiisiian 189,375,000 207,404,000 18,029,000 9.5
United States .. 2,842,646,000 2,928,597,000 85,951,000 3.0
Canada ,;.c0is ,984,00 87,851,000 7,867,000 9.8
Other Foreign . 818,000 811,000 —7,000 —.9
Miscellaneous 9,917,000 13,110,000 3,193,000 32.2

Lol N T e et el e et e st 2,933,365,000 3,030,369,000 97,004,000 3.3

® Allocated among divisions in accordance with the distribution of the population of the United

States.

** Each bond and stock is allocated among divisions in accordance with the geographical dis-
tribution of the mileage securing the investment.
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TABLE IX—*PUBLIC UTILITY BONDS AND STOCKS

Division Dec. 31, 1936 Dec. 31, 1937 Increase During 1937
.............. 174,692,000 $ 195,102,000 $ 20,410,000 11.79%
Igielgdlfn lt?:lx(llnc ............. ¥ 838,774,000 951,529,000 112:?35,000 13.4
East North Central........... 571,287,000 603,261,000 31,974,000 5.6
‘West North Central.......... 206,737,000 216,859,000 10,122,000 4.9
South Atlantle ....ccooenenee 177,735,000 191,245,000 13,510,000 7.6
East South Central........... 90,784,000 98,077,000 7,293,000 8.0
West South Central.......... 122,738,000 142,340,000 19,602,000 16.0
Mountaint ....ceanes ie ais aleias o 58,557,000 47,064,000 —11,493,000 —19.6
Paclfic ..cccveisssssssnssans 204,752,000 208,531,000 3,779,000 1.8
Territories and P ions. ... 229,000 392,000 163,000 71.2
i t 2,446,285,000 2,654,400,000 208,115,000 8.5
Eﬂiﬁ‘l St.a. By oo 7 44)585.000 50,106,000 5,521,000 12.4
Other Foreign 7,909,000 8,178,000 269,000 3.4
Miscellaneous 63,775,000 110,239,000 46,464, 1000 72.9
W] e nnnpodhannoonans 2,562,554,000 2,822,923,000 260,369,000 10.2
TABLE X—*OTHER BONDS AND STOCKS
Division Dec. 31, 1936 Dec. 31, 1937 Increase During 1937
N Brgland Lo $ 42,924,000 $ 33,698,000 $ —9,226,000 —21.5%
MRS At LT 177,438,000 196,619,000 19,181,000 10.3
East North Central....... ae 133,273,000 177,030,000 43,757,000 32.8
‘West North Central. e 31,336,000 30,316,000 —1,020,000 —3.3
South Atlantic ..... 39,091,000 87,427,000 48,336,000 123.6
East South Central.. 12,315,000 22,128,000 9,813,000 79.7
West South Central 45,581,000 61,469,000 15,888,000 34.9
Mountain .. 10,452,000 9,272,000 —1,180,000 —11.3
BacHiCl 5 i s e e 22,684,000 27, 658 000 4,974,000 21,9
Territories and P i 3 15,000 8,000 23,000 153.3
Urutcd b1 1 R AR T 515,109,000 645 655 000 130,546,000 25.3
(e T e rnoac a0 teopno0oH 20,949,000 8,690 OCID —2,259,000 —10.8
Other Foreign ..........000. 8,915,000 35 284 000 26,369,000 295.8
Miscellaneotts .....civaunnnss 374,933,000 518 940 000 144,007,000 38.4
TRl owmenswmnaenivn 919,906,000 1,218,569,000 208,663,000 32,5
TABLE XI—TOTAL BONDS AND STOCKS
Division Dec. 31, 1936 Dec. 31, 1937 Increase During 1937
New England ............... $ 608,328,000 $ 656,878,000 $ 48,550,000 8.0%
Middle Atlantic ............. 2,668,946,000 2, 999 951,000 331,005,000 12.4
East North Central...,....... 2,421,691,000 2, 654 493 000 232,802,000 9.6
‘West North Central.......... 1,122,999,000 1,211,513,000 88,514,000 7.9
South Atlantic ....cevvv aies 1,174,492,000 1,347,508,000 173,016,000 14,7
East South Central........... '730, 113,000 824,057,000 93,944,000 12.9
West South Central.......... 861,869,000 968,397,000 106,528,000 12.4
L I RS S0 0 feannnao oe0 424,650,000 452,405,000 27,755,000 6.5
PACIBC - ivecnnensnam s iemmes 780,996,000 878,196,000 97,200,000 12.4
Territories and Possessions. ... 1,540,000 1,722,000 182,000 11.8
Umted SERRE (o o.oteiaeieisin/nin sinive 10,795,624,000 11,995,120,000 1,199,496,000 11.1
CANAAR v wsinsee e 622,391,000 640,197,000 17,806,000 2.9
Other Foreign :...oooicavu. 28,271,000 50,652,000 22,381,000 79.2
Miscellaneots ..c.ovvveenes 50 448,625,000 642 289 000 193,664,000 43.2
L otal N e e lera arale aataTara 11,894,911,000 13,328,258,000 1,433,347,000 12.1
TABLE XII—POLICY LOANS AND PREMIUM NOTES
____ Division Dec. 31, 1936 Dec. 31, 1937 Increase During 1937
New England ...........00e0 $ 238,672,000 $ 235,853,000 $ —2,819,000 —1.2%
Middle Atlantlc: .....cic00vain 956,634,000 958,263,000 1,629,000 2
East North Central........... 628,359,000 620,232,000 —38,127,000 —1.3
West North Central.......... 289,878,000 282,212,000 —7,666,000 —2.6
South Atlantic .....cce0.00e- 294,564,000 293,826,000 —738,000 —.3
East South Central........... 137,968,000 138,992,000 1,024,000 v
West South Central.......... 136,278,000 137,448,000 1,170,000 9
Mountain ......c.ouenieeins 71,129,000 71,349,000 220,000 =
PACHNE v oivisiconsieasiin e s 229,171,000 231,009,000 1,838,000 8
Territories and P ions.... 4,809,000 4,724,000 —=85,000 —1.8
United States ....... ciaitately aie 2,987,462,000 2,973,908,000 —13,554,000 —.5
Canada vash R s s ia e s 60,522,000 60,641,000 119,000 .2
Ot'hcr Foreign ........... B 5,889,000 6,001,000 112,000 1.9
Miscellaneous ..........0e... 2,740,000 3,912,000 1,172,000 42.8
Total  oiiaanonvvenie 3,056,613,000 3,044,462,000 —12,151,000 —4

., " Each bond and stock is allocated among divisions in accordance with the geographical dis-
tribution of the property securing the investment.
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TABLE XIII—REAL ESTATE

I01

Division Dec. 31, 1936 Dec. 31, 1937 Increase During 1937
New England ....cccvinenias 79,236,000 $ 77,942,000 $ —1,294,000 —1.7%
Middle Atlantic c 538,810,000 562,069,000 23,259,000 4.3
East North Central 376,330,000 381,863,000 5,533,000 1.5
West North Central 505,684,000 536,417,000 30,733,000 6.1
South Atlantic .... 103,347,000 97,136,000 —6, 211 000 —6.0
East South Central, 7?.363,000 71,685,000 —5, 878 000 —7.6
West South Central 78,886,000 77,869,000 —1,017,000 —1.3
Mountain 16,924,000 16,633,000 —291,000 —1.7
19751 sonooponnooon 97,757,000 93,543,000 —4,214,000 —4.3
Territories and Possessions ; 17,0 —4,000 —19.0
United States .......eecseee. 1,874,558,000 1,915,174,000 40,616,000 2.2

nr YR e e R apss 0,783,000 11,873,000 ,090,000 10,1

Other Foreign ....cceveseses 3,861,000 3,821,000 —40,000 —1.0

Total iruneans i i 1,889,202,000 1,930,868,000 41,666,000 2.2
TABLE XIV—COLLATERAL LOANS

Division Dec. 31, 1936 Dec. 31, 1937 Increase During 1937
New England ..o iaaasmis 76,000 $ 25,000 3 —51,000 —67. 1%
Middle ﬁtlantic ............. 391,000 437,000 46,000 11.8
East North Central........... 601,000 434,000 —167,000 —27 8
West North Central.......... 15,000 15,000 0 .0
South Atlantic ...... S 181,000 143,000 —38,000 —21.0
East South Central........... 119,000 116,000 —3,000 —2,5
West South Central.......... 907,000 822,000 —85,000 —9.4
Paeibt (vourinssiavivies 2,295, 1000 1,972,000 —323,000 —14,1

18571} saomooncconononnos 4,585,000 3,964,000 —621,000 —13.5

TABLE XV—CASH

Division Dec. 31, 1936 Dec. 31, 1937 Increase During 1937
New England ........00000ee $ 72,220,000 $ 76,602,000 $ 4,382,000 6.1%
Middle Atlantic ....c0.000aaa 556,177,000 451,146,000 —105,031,000 —18.9
East North Central.,......... 54,997,000 50,823,000 -—4,174,000 —7.6
West North Central.......... 23,933,000 22,179,000 —1,754,000 —7.3
South Atlantic ....ovvee-vues 14,526,000 13,435,000 —1,091,000 —7.5
East South Central........... 4,861,000 5,177,000 316,000 6.5
West South Ccntral .......... 4,384,000 4,203,000 —181.000 —4.1
Mountain . 50 1,621,00 695,000 —926,000 —57.1
PRcHiC suieivosesiae eeraans 36, 245 ODD 27,173,000 —9,072,000 —25.0
Territories and Possessions. ... 139 121.000 —18,000 —12.9
Umted States ..... ressasivaee ?69.103,000 651,554,000 -—117,549,000 —15.3

ADBIE | Lol ety ote 10,665,000 10,622,000 —43,000 -4
Other Foreign veeiiwneessiion 5,775,000 5,049,000 —726,000 —12.6
Miscellaneous .....coeueansnas 65, 91,000 26,000 40.0

100 St os oo oo o oaas 785,608,000 667,316,000 —118,292,000 —15.1

TABLE XVI—OTHER LEDGER ASSETS

Division Dec. 31, 1936 Dec. 31, 1937 Increase During 1937
New England ............... 85,000 $ 244,000 3 159,000 187.1%
Middle Atlantic .........00u0 2,738,000 2,465,000 —273,000 —10.0
East North Central........... 1,542,000 3,031,000 1,489,000 96.6
‘West North Central.......... 5,699,000 6,981,000 1,282,000 22.5
South Atlantic ...cccvenreens 934,000 2,719,000 1,785,000 191,1
East South Central......... . 360,000 473,000 113,000 31.4
West South Central 339,000 343,000 4,000 1:2
Mountain ....ceee.. Ao 113,000 172,000 59,000 52.2
T S e e e 313,000 289,000 —24,000 —7.7
Territories and Possessions 5,000 1,000 —4,000 —80.0
United Stat_es 12,128,000 16,718,000 4,590,000 7.8
Other Forcign 1,000 " £000 "0 700.0
Miscellaneous . 18,720,000 14,852,000 —3,868,000 —20.7

Total 30,849,000 31,578,000 729,000 2.4
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TABLE XVII—INCREASE IN INVESTMENTS DURING 1937
By CLASSES :
Ratio to Total
Class ) Amount Increase
Mortgage Loans:
T AT (B e oralerele el s e o e inta ot ke $—52,508,000 —4.2%
R e e s assia e 107,322,000 $ 54,814,000 8.6 4.4%
Bonds and Stocks:
United States Government...... 671,837,000 53.6
State, County and Municipal.... 103,047,000 8.2
Canadian Government ....... 6,677,000 -3
Other Foreign Government...... 4,250,000 —.3
RiilrodBl e s e 97,004,000 7.7
Public Utility +voveescnnncanaas 260,369,000 20.8
Other vivissnasasnnsnsssarens 298,663,000  1,433,347,000 _gﬂ_ 114.3
Policy Loans and Premium Notes.........covivann. —12,151,000 —1.0
REALT EREATE | yivvvisin e sirio sio s s5a s takasiase (e immimitontdid e 41,666,000 3.3
Collateral Loans .....ccccvvvmanrrnvavsrevessasnas —621,000 —.0
o e i ol S AR N —118,292,000 —9.4
Miscellaneous ...esessc-sssssa-ssnsaasanasanis ... —145,254,000 —=11.6
POt e i e e s e e B e R T e 1,253,509,000 100.0
By Divisions Ratio to Total
Division __ Amount Increase
New: EngRand s auiisnse siiomsasinsassiaaiais s sen $ 68,049,000 5.4%
Middle Atlante . .ivvcverseivesniiirernanrerivine 320,333,000 25.6
East North Central .....oovirsnssacssrarsenssran 235,239,000 18.8
VWeat Worth Central .oniisiiisesnsomvaseesoeismie 69,262,000 5.5
SO ey B S A S SO0 on et noah W%, oo e 0.0 181,915,000 14.5
East So1th Central ouveeiememoeimaensisnsses e 90,748,000 7.2
West South Central ....c.ceinivaianincsacsaservas 106,382,000 8.5
VORI . = as e b e alleiaiels = ol atalsis inintaln s]ale =iate ol 25,141,000 2.0
LT CHO HOnD A e b O e e B OO O 77,473,000 6.2
Territories and Possessions ..............coiiiaia 154,000 .0
United States ...c.cvvvvannninavinarnrsrrnsssenss 1,174,696,000 93.7
IR 000000000660 0:05 0000006005 Ea0ATE0 0000000 13,652,000 1.1
(EHEE T OPRLEIL o 1o oy e o refeteo ot e eavae ora b aratnts (a2 atasan nticas 21,734,000 1.8
MABCOUATIEOUS! riiasvanraraislars e atasaiuiss il ool m @V e e v 43,427,000 4
FEOERL  vroiswsaninswes oot e o 5., 9 T A A 1,253,509,000 100.0
TABLE XVIII—RESERVES—BY DIVISIONS
Division Dec. 31, 1936 Dec. 31, 1937 Increase During 1937
New Enihnd ................ $ 1,868,924,000 $ 1,975,348,000 $ 106,424,000 5.7%
Middle Atlantic ........... ... 7,215,894,000 7,639,009,000 423,115,000 5.
East North Central ........... 4,299,696,000 4,617,318,000 317,622,000 7.4
West North Central ........... 1,754,135,000 1,853,673,000 99,538,000 557
South Atlantic .........c00004 1,580,070,000 1,683,098,000 103,028,000 6.5
East South Central ........... 650,797,000 687,558,000 36,761,000 5.6
West South Central ........... 623,245,000 668,597,000 45,352,000 7.3
Motuntaln i s vivamisintve e 385,566,000 411,076,000 25,510,000 6.6
) 5t R e R S 1,341,776,000 1,448,874,000 107,098,000 8.0
Territories and Possessions. .... 26,683,000 29,323,000 2,640,000 9,9
United i States: coiiemsnani: 19,746,786,000 21,013,874,000 1,267,088,000 6.4
CanadRl i i s e 413,426,000 427,147,000 13,721,000 3.3
Oither Forelgn' < .oicvescosn sivas 42,907,000 42,456,000 —451,000 —11
Miscellaneous ....cevcevccssas 38,963,000 65,524,000 26,611,000 8.3
Ol e e ot tere (o a ki e a o e e 20,242,082,000 21,549,051,000 1,306,969,000 6.5
TABLE XIX—RATIO OF INVESTMENTS TO RESERVES
(United States Divisions in Order of 1937 Rank)
Division 1936 1937
W e8] SO EHY CErELall o s vieie o e oin el Al v cleieis SRR A ia St A 212.3% 213.8%
East South Central ..... P ETORD DT R ASE A e 0 B8E e 6 AE DEHA0D D0 170.9 175.0
West North Central e s oicaieisio i sosinintans: sinseaian e sisteisivisisinjmsisiain 150.6 146.2
EORIDIBREIL - i vocv i it o im0 G T AT A R B 145.5 142.6
South Atlantic oo i ivaisiem s eininm e alnize eaia e a4 aE AN i 44 123.3 126.5
e R N e el e S 110.7 107.9
EastiNonth Centrall s et i s i siim s e emosloie s e e s 104.9 102.8
Middle AHantic .cceesconsmnreesnnaneseersonsbotsasn-isessses 88.1 87.4
N W g AT o et b e the (TSt tase thetira s o/a ata s cfu e tuintosors lutuimla el viniuis i mians 60.3 60.5
Territories and Poasesslons i .« .siieavnivionvmases sieseimvamiie 27.4 25.5
R B350 cnoocunsopasooeaseaasnono0s00 00n00000009note0cs 106.7 105.9
O B0 OB O IO Bo Cr S EbOUDE ABA R 187.6 184.8
Other Forelgn ..ccciuiiiernriarinarnsrssosocsnsaiansnnnsniin, 102.1 154.4
Total soevssenees oot GO0 110.5 110.3
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TABLE XX—RATIO OF EACH CLASS OF INVESTMENTS IN DIVISION TO TOTAL
INVESTMENTS IN DIVISION

State, County,

Municipal
171..5. and Foreign
Farm Other Total Government Government
Mortgages Mortgages Mortgages Bonds Bonds
Division 1936 1937 1936 1937 1936 1937 1936 1937 1936 1937
N. E. ..vvvnns 0% 0% 11.4% 124% 11.4% 124% 21.9% 243% 59% 55%
M A s .0 .0 25.7 23.5 25.7 25,5 12.4 13.9 6.4 6.9
BN Coovainn 4.0 3.7 18.8 18.1 22.8 21.8 16.4 18.4 5.3 5.2
W, NG oo B0 16.0 8.3 8.0 26.3 24.0 15.0 17.2 2.9 2.9
S A o 1.2 1.2 17.3 16.4 18.5 17.6 25.2 27.3 7.8 7.6
B S e i ine 3.6 3:5 10.9 10.0 14.5 13.5 27.4 30.1 8.9 8.5
WD e etret 7.4 6.6 10.8 10.2 18.2 16.8 27.8 30.4 9.5 8.9
Mital cdeeasi 2.3 2.0 6.0 5.7 8.3 7.7 19.3 21.9 3.5 4.0
PAC _iaieesiann 1.9 1.7 20.9 19.4 22.8 21.1 16.9 19.1 7.6 8.7
Ter. & Pos 3 =3, 10.6 11.5 10.9 11.8 B S 17.7 17.3
Tl Bio scimmmvns 4.1 3.6 17.9 17.5 22.0 21.1 1725 19.6 6.2 6.3
(ERDS ) ¢ rartaites .8 it 8.4 7.6 9.2 8.3 o T 615 61.3
Q. For: aseiis A% e 243 9.7
Total 3.9 3.4 171 16.6 21.0 20.0 16.5 18.4 8.0 8.0
Railroad Public Utility Other Total Policy Loans
Bonds and Bonds and Bonds and Bonds and and Premium
Stocks Stocks Stocks Stocks Notes
Division 1936 1937 1936 1937 1936 1937 1936 1937 1936 1937
Mo et 6.9% 6.1% 15.5% 16.3% 3.8% 28% 54.0% 55.0% 21.2% 19.7%
M AL Gihais 7.2 6.9 13.2 14.3 2.8 2.9 42.0 44.9 15.0 14.4
E. N. C...... 16.4 15.9 12.7 12.7 2.9 3.7 53.7 55.9 13.9 13.1
W N C oL 15.6 1515 7.8 8.0 1.2 1.1 42,5 44.7 11.0 10.4
LI 16.2 15.3 9.1 9.0 2.0 4.1 60.3 63.3 15.1 13.8
BNy s 20.0 19.8 8.2 8.2 1.1 1.9 65.6 68.5 12.4 1.6
WS 15.1 14.1 9.3 10.0 3.4 4.3 65.1 67.7 10.3 9.6
MM oo 40.6 41.7 10.4 8.0 1.9 1.6 IS5 77.2 12.7 12,2
Pac ..iicievs 12.8 13.3 13.8 13.3 1.5 1.8 52.6 56.2 15.4 14.8
Ter. & Pos . een 3.1 5.3 .2 L 21.0 23.1 65.8 63.3
WS i 13.5 13.2 11.6 11.9 2.4 2.9 51.2 53.9 14,2 13.4
Can.  sowivnis 10.3 11.1 5.7 6.3 2.7 2.4 80.2 81.1 7.8 riv
B2 Ears st 1.9 1.2 18.1 12.5 20.3 53.9 64.6 77.3 13.4 9.2
Total 13.1 12.7 11.5 11.9 4.1 Tk 53.2 56.1 13.7 12.8
Real Collateral Other Total
Estate Loans Cash Ledger Assets Investments
Division 1936 1937 1936 1937 1936 1937 1936 1937 1936 1937
7.0% 6.5% 0% 0% 64% 64% 0% .0% 100.0% 100.0%
8.5 8.4 .0 .0 8.8 6.8 .0 .0 100.0 100.0
8.4 8.0 .0 .0 1.2 1.1 .0 .1 100.0 100.0
19,1 19.8 .0 .0 9 .8 2 .3 100.0 100.0
5.3 4.6 .0 .0 oF: .6 ok .1 100.0 100.0
7.0 6.0 .0 .0 .5 4 .0 .0 100.0 100.0
6.0 5.5 .1 .1 3 3 .0 .0 100.0 100.0
3.0 2.8 Sl .3 1 .0 .0 100.0 100.0
6.6 6.0 .2 .1 2.4 1.8 .0 .0 100.0 100.0
3 .2 2 55 1.9 1.6 1 .0 100.0 100.0
8.6 (1] .0 36 29 | .1 100.0 100.0
1.5 1.4 1.4 ... 1000 100.0
5.8 13.2 7.7 .0 .0 100.0 100.0
8.1 0 .0 3.5 2.8 A .2 100.0
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TABLE XXI—RATIO OF EACH CLASS OF INVESTMENTS IN DIVISION TO TOTAL

INVESTMENTS IN CLASS
State, County,

Municipal
U. S. and Foreign
Farm Other Total Government Government
Mortgages Mortgages Mortgages Bonds Bonds
Division 1936 1937 1936 1937 1936 1937 1936 1937 1936 1937
N. E. . 0% 0% 3.4% 38% 27% 31% 67% 67% 3.7% 3.5%
M. A, £ .0 42.6 43.2 34.8 35.8 21.3 21.3 22.8 24.3
E. N. 20.8 21.5 22.0 21.8 21.8 21.7 20.0 20.0 13.3 13.0
W. N. 54.8 53.3 5.7 55, 14.7 13.7 10.7 10.7 4.3 4.1
8. Al 2.7 3.1 8.8 8.9 7.7 7.9 13.3 13.3 8.5 8.5
E. 8 C 4.7 52 3.1 3.1 3.4 3.4 8.3 8.3 5.6 5.4
W. S. 11.3 11.6 3.7 35 5.1 5.1 10.0 10.0 7.0 6.8
M'tn . 1.5 135 9 .8 1.0 1.0 2.9 2.9 131 1.2
Pac. .. 3.3 3.2 8.1 77 7.2 6.9 6.8 6.8 6.3 7.2
Ter .0 0 .0 .0 5 .0 o 21 .1
99.1 99.3 98.3 98.5 98.5 98.6 100.0 72.7 74.1
7 7 1.7 1.5 1.5 1.4 26.7 25.6
2 .0 : i
Total .... 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Railroad Public Utility Other Total Policy Loans
Bonds and Bonds and Bonds and Bonds and and Premium
Stocks Stocks Stocks Stocks Notes
Division 1936 1937 1936 1937 1936 1937 1936 1937 1936 1937
N.E ........  26% 24% 68% 69% 47% 28% 51% 49% 78% 7.7%
Mo AL o 15.6 15.3 32.7 33.7 19.3 16.1 22.4 22.5 31.3 31.5
By M Coveun 25.2 24.9 22.3 21.4 14.5 14.5 20.4 19.9 20.6 20.4
W, N. C...... 14.0 13.9 8.1 7.7 3.4 2.5 9.4 9.1 9.5 9.3
StAS S 10.8 10,7 6.9 6.8 4.2 7.2 2.9 10.1 9.6 9.6
1o Lol s 7.6 7.9 3.6 245 1.3 1.8 6.1 6.2 4.5 4.6
WS 6.8 6.6 4.8 5.0 5.0 5.0 7.3 7.3 4.5 4.5
MR oo 7.8 8.1 2.3 1.6 1.1 .8 3.6 3.4 2.3 23
Bacs s 6.5 6.8 8.0 7.4 2.5 2.3 6.6 6.6 7.5 7.6
Ter., & Pos 4 .0 0 .0 .0 .0 .0 .1 2
e Shiaocoaand 96,9 96.6 95.5 94.0 536.0 33.0 90.8 90.0 97.7 97.7
Can, ......... 2.7 2.9 1.7 1.8 2.3 1.5 5.2 4.8 2.0 2.0
@AHor, i 0 .0 .3 .3 1.0 2.9 4 4 3 2
Misc. ......n. 4 15 2.5 3.9 40.7 42.6 3.8 4.8 1 o
Total 100,00 100,0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Real Collateral Other Total
Estate Loans Cash Ledger Assets Investments
Division 1936 1937 1936 1937 1936 1937 1936 1937 1936 1937
M B vevvsa 4.2% 4.0% 17% 6% 9.2% 11.5% 3% 8% 51% 50%
M, A ....... 28.5 29.1 8.5 11.0 70.8 67.6 8.9 7.8 28.4 28.1
ENOIE S e 19.9 19.8 13.1 11.0 7.0 7.6 5.0 9.6 20.2 20.0
I e e 26.7 27.8 o 4 3.0 353 18.5 22.1 11.8 11.4
SRRl e b eie 5.5 5.0 3.9 3.6 1.9 2.0 3.0 8.6 8.7 9.0
1t Rl e e 4.1 3.7 2.6 2.9 .6 .8 1.1 155 5.0 5.0
W. 8. Coosaan 4.2 4.0 19.8 20.7 .6 .6 1.1 1.1 5:9. 6.0
M weeninns 9 9 2 .1 4 .5 2.5 2.5
Bar ey 5.2 4.9 50.1 49.8 4.6 4.1 1.0 9 6.6 6.6
Ter. & Pos .0 .0 wve s .0 o] .0 .0 .0 .0
L0 A 99.2 99.2  100.0 100.0 97.9 97.6 39.3 52.9 94.2 93.6
CaRt.  .avieow .6 .6 1.4 1.6 3.5 3.3
0. For: ::::: .2 .2 5 .8 .0 .0 2 .3
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Tue CaamrmAaN : That was a most refreshing address. Thank you
so much!

For many years, it has been our privilege to welcome to this plat-
form the President of the National Association of Insurance Commis-
sioners. This year, the holder of that responsible office is a man
whose name has long been outstanding in the field of insurance super-
vision. A well-known figure at the state capitol of Alabama, he is
now serving his third term as the insurance supervisory official of
that state. During his first term in that capacity, he was also Secre-
tary of State. A number of Alabama’s important insurance laws have
emanated from his authorship, including the measure passed in 1915,
which created a separate department of insurance for the state. The
Alabama Code requirement, that the Superintendent of Insurance
shall be “a person of practical knowledge and experience and execu-
tive ability in the business of general insurance,” is amply fulfilled
in Mr. Julian, whose varied career has included newspaper work; in-
surance selling, and executive experience in life, casualty, fire, and
marine insurance.

It is a privilege to present Hon. Frank N, Julian, President of the
National Association of Insurance Commissioners and Superintendent
of Insurance of Alabama, who will address us on the subject “Is
Supervision at the Crossroads?” Mr. Julian! (Applause.)

IS SUPERVISION AT THE CROSSROADS?
Hon. Frank N. Julian then spoke as follows:
Mgr. CHAIRMAN, AND GENTLEMEN OF THE CONVENTION :

I appreciate the gracious invitation which has afforded me the
pleasure of joining you in your Thirty-second Annual Convention,
and I extend to you the greetings and the hearty good wishes of the
members of our Association. I also wish to express to you our
appreciation for the cooperation—sometimes none to easy of accom-
plishment—which you have given your Insurance Commissioners.

Being an Insurance Commissioner, and an expert (7) in every
department of all kinds and types of insurance, you have every right
to expect me to give you an illuminating analysis of your several
businesses. I shall not yield to that almost irresistable temptation.
However, a few matters of much more general nature do concern
me. My pleasure at receiving your invitation was increased by a
keen interest in the central theme of your meeting and a sense of
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deep satisfaction in knowing that this outstanding body of execu-
tives is devoting its energy in pursuit of the study of the funda-
mentals of our American life. The theme “Underwriting America’s
Human Values” is of deep concern to all of us at this time.

In these times, when organized and responsible government is on
trial in the world at large, significant and perhaps prophetic reper-
cussions manifest themselves in our own country. In times past,
disturbances of the older world affected us less strongly for we were
relatively undeveloped and our resources and opportunities were
sufficiently elastic. Since the turn of the century, however, we have
seen the growth of many of the problems of a frontierless democ-
racy, and the past few years have brought them forth in bold relief.
Our democracy now squarely faces the many and grave economic
and governmental difficulties thrust upon it by the closing of the
frontier which has traditionally acted at once as the buffer for un-
employment, crime, and poverty, and as the beckoning door of hope
for the dissatisfied and oppressed. In this clash of historic methods
with novel problems, new concepts of government and economy must
be forged. It may be that this transition may be one of metamor-
phosis or one of adolescence of democracy into a maturity of effec-
tive advancement of human welfare and opportunity. The determi-
nation of this issue may depend upon the fidelity with which we de-
vote ourselves to the principles essential in the democratic process.

I am now too young to answer these questions. Fifty years hence,
when you will have encompassed, or have been encompassed by,
many of these problems I may be able then to indicate some of the
answers.

While we may not now visualize the solution of our fundamental
problems, the winds of the times indicate some directions in which
we may exert our effort that we may influence their solutions.

It is at once apparent that conditions have already brought to our
people new conceptions of what are proper restraints of liberty and
personal freedom and the conviction that the ownership and use of
property should be attended by correlative obligations to society.
More than ever before, our people are disturbed by a fear of inse-
curity—insecurity of investment, insecurity of employment, in-
security of support in old age. The Social Security Laws and the
ever-increasing ground swell for pension plans and many other
kinds of social legislation spring from this uneasiness and concern.
These things bespeak an increasing demand that life, health and op-
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portunity be made more directly the concern of government. They
also indicate, whether we like it or not, a growing dissatisfaction
with the manner in which we have heretofore conducted our busi-
nesses and our government with regard to human welfare. The
tendency of such a sentiment, unless properly led by perhaps new
conceptions of individual responsibility, leads not only toward regu-
lation, but toward operation, of the vital elements of business by the
government.

We are reminded of a statement by former President Coolidge,
that “When government enters the field of business, with its great
resources, it has a tendency to extravagance and inefficiency, but,
having the power to crush all competitors, it likewise closes the door
of opportunity, which results in monopoly.” Whether this be sound
or not, this issue is the subject of litigation in many of our courts
today and its various implications are constantly before the legisla-
tures of the nation and each of the States.

The institution of life insurance as a whole is vitally concerned
in the advancement not only of these essential human values of life,
health and opportunity, but in the advancement of the cause of
sound government. Life insurance is a democratic institution pri-
marily and, but for the guarantees of individual freedom and oppor-
tunity inherent in democracy, it could not have become the bedrock
of hope which it now is to the American people. Its opportunities
and its obligations not only to continue, but to increase, its contribu-
tions to human welfare and the advancement of orderly government
are now greater than ever.

Unless you consider me rightly to be a rambling preacher, let me,
as an outsider, suggest one or two of the opportunities which we
“outsiders” would like you to consider:

1st—The companies have already recognized, through their efforts
to eliminate part-time agents and to raise agency standards, that an
agency force of higher caliber and more permanent nature is an
asset to life insurance. Similarly, there is an opportunity to afford
to hundreds of thousands of agents and employees a sense of real
security and continuity of employment by the use of a sound and
forward looking agency policy which will put a definite premium on
sustained employment and which will avoid as far as possible the
high average of agency turnover we have seen in the past. With this
are the opportunities for education of the agency force, not only in
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the necessity of earning a living and adequately advancing the inter-
ests of the policyholders, but in the obligations of responsible citizen-
ship.

2nd—The opportunities of making available to the person of low
income the social and personal benefits of life insurance and making
available to him a proper guide for the intelligent application of his
own energies toward the sound enrichment of his life, health, and
opportunities. In this connection the able report and recommenda-
tions made to the joint legislative committee on the subject of in-
dustrial life insurance by the Hon. Louis H. Pink, Superintendent
of Insurance for the State of New York, is prolific of the many
constructive suggestions and recognizes the progress which has been
made by the management of the business in effecting improvements
in industrial life insurance. I may also remind you of the provocative
thoughts expressed by the Hon. Ernest Palmer, Director of Insur-
ance of Illinois and former President of our Association for this
convention in 1936, generally that policy provisions for premium
loans and extended and paid up insurance be greatly liberalized, and
that surrender for cash be penalized almost to extinction—all to the
end that the beneficiaries, the dependent families of the insured, be
afforded more nearly “sure” insurance and that the non-forfeiture
provisions be made to operate almost as the name implies.

3rd—The opportunities of sound investment not only for present
returns but with an eye to the effect of these investments on the gen-
eral welfare and the national economy. Nearly all life insurance
companies of any substantial size do business in many states—some
in every state of the Union. The preceding speaker has shown that
in practically all sections of the country more money goes from the
life insurance companies by way of investments than the reserves on
their policies outstanding in those sections. Considering, further,
the enormous amounts paid to beneficiaries and living policyholders,
we observe a continuous heavy flow of funds from the companies to
all parts of the country. These investments have greatly aided the
home owner, the farmer, provided capital for utilities and govern-
mental functions, and aided constructive local enterprise in prac-
tically every jurisdiction. I ask for a continuance of that policy be-
cause it gives an added opportunity to life insurance management to
enrich the human values of our entire population. It constitutes a
proper policy which, as does the farmer, plows back into those
communities of policyholders proper proportions of the “take,” that
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the source of supply may be nurtured and that the funds thus held
by the temporary owners be invested in encouragement of construc-
tive local enterprise.

4th—We suggest a vigorous department charged with the respon-
sibility of carrying education to the public as to the necessity for,
and the advantage of, life insurance—a plain story, understandable
by the ordinary citizen, with an advertising campaign that would
reach not only the holders of your policies but that would reach the
readers of the county weekly.

Carry the message on the R. F. D. route. Folks on the R. F. D.
read the county weekly. They also vote, and they serve on the
juries. It is well enough to continue your national magazines cam-
paign, but don’t overlook the fact that a vast number of people
know nothing of the real true work of life insurance until it is told
to them.

Print the name of your agent in every advertisement. Quoting
from a paragraph in one of your insurance trade journals, it is told
that the following remark was made to the Hon. Roger B. Hull,
Managing Director and General Counsel of The National Associa-
tion of Life Underwriters: “An important policy owner after hear-
ing an address on life insurance said to the speaker ‘I have been
sold lots of policies but I have not been told the underlying story of
your business’.” The surest way to arouse favorable public senti-
ment is to tell your story and to tell it so the ordinary individual may
understand it.

Taxes? Tell your policyholders why you complain of taxes and
tell the policyholders that they pay the tax and the remedy for
lowering these burdensome taxes is in their hands. So, without
further telling you how to run your business, let me say in conclu-
sion: Shall the sound decisions of our highest courts be set aside,
that new powers may be taken over and lodged in centralized Fed-
eral Bureaus? Shall the rights of the state be ruthlessly cast aside?
Shall the supervision through State Departments—a plan that for
seventy years has proven its worth and aided in building the greatest
insurance system in the world—be relegated to the long list of
powers usurped by Federal Agencies?

Shall the great institution of insurance be placed beside those
business enterprises that can not develop because of red tape; do
you think that a set-up for insurance similar to the I. C. C. would
benefit the business and protect the policyholders?
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Insurance supervision may be at the crossroads. Shall it be a
continuation of conservative state supervision as upheld by the high-
est courts in the land, or shall it be Federal supervision with all of
its multiplicities of rules, regulations, civil service employees and
interference where least expected?

In my opinion, our present system, which has so strikingly proved
its value, should continue. It is our responsibility, and yours, to see
that insurance supervision remains on its present high level of ef-
fectiveness and that it maintains its present intimate contact with the
problems that arise. '

(Applause.)

Tue CHAIRMAN: Thank you for delivering a most interesting
paper.

The next subject for discussion here, “Totaling the Life Under-
writer’s Contribution” is one which we should probably not find on
the agenda of any meeting of similar interests held outside of Amer-
ica. The agency system, as we know it, is a peculiarly American
contribution to the business of life insurance.

Mr. John A. Stevenson, Executive Vice-President of The Penn
Mutual Life Insurance Company, who will discuss this subject, has
devoted many years to furthering the effectiveness of the American
agency system and may justly be called a pioneer in agents’ training.
He started his life insurance work as professor of education and
direéctor of the first school of life insurance salesmanship to be estab-
lished in a higher institution of learning—the Carnegie Institute of
Technology. A staunch supporter of the American College of Life
Underwriters, he is at present its Secretary and a member of its
Board and Executive Committee. He has written a number of widely
used books on education and life insurance, and is the co-editor of the
life insurance library of Harper and Brothers.

In addition, Mr. Stevenson has found time in the ten years of his
residence in Philadelphia to take an active interest in a multitude of
community matters. Confidentially, there is one circumstance of his
life of which I feel his audience should be warned before he takes
the platform. If perchance you do not agree with all that Mr. Steven-
son says, let me beg you to be very careful of your comments for
among the many positions which he holds is that of trustee of a
school of lip-reading.

With this word of caution, I now present Mr. John A. Stevenson.
Mr. Stevenson! (Applause.)
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TOTALING THE LIFE UNDERWRITER’S
CONTRIBUTION

Mr. John A. Stevenson then addressed the Convention as follows:
MRr. CHAIRMAN, LADIES, AND GENTLEMEN:

It seems to be customary, in discussing the life insurance repre-
sentative’s contribution toward underwriting America’s human
values, to point, first, to the growth in American life insurance as
tangible evidence of what our representatives have accomplished,
and, then, to compare our present-day total with that of other nations
as illustrating the effectiveness of the American Agency System.

There are sound and logical reasons for this traditional proce-
dure. Fifteen years ago, the total life insurance in force in the
United States was $56,803,534,307, or not much more than half of
the $110,300,000,000 which it is estimated will be in force by the end
of this year. Twenty-five years ago, the total was only $20,584,-
469,945, while fifty years ago American life insurance amounted to
only $3,134,003,708. When we plot the curve of the growth of life
insurance in force in this country, we get the real picture of the con-
tribution our representatives have made toward underwriting Amer-
ica’s human values.

The comparison of the total amount of life insurance in force in
our country with the totals of other nations forms an equally im-
pressive tribute both to the contribution of our underwriters and to
the American Agency System. As some of you doubtless know, a
recent survey has been made by The Association of Life Insurance
Presidents on the amount of life insurance in force throughout the
world. The Association is deeply indebted to the United States De-
partment of Commerce for its valuable assistance in assembling
special reports on life insurance from foreign countries, making pos-
sible the continuance of our published compilations on world life
insurance. The latest complete figures obtainable were those for the
year 1936, but this current survey makes possible a publication of
complete data for each year since the previous survey giving 1930
figures was made. A compilation of these figures will be included
in the printed copy of this paper and I might add that it reveals
some intensely interesting facts,

The bulk of the world’s life insurance, as in former years, is
concentrated in the North American continent, but the people in
other sections of the world are making rapid strides in the develop-
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ment of this type of protection. At the end of 1936, the total volume
of life insurance outstanding in the entire world was $164,000,-
000,000. This is almost twice as great as the $86,000,000,000 in
force at the end of 1924, the earliest date for which the world total
is available. European countries account for 22% of this total
with $36,270,644,000 in force, nearly half of which is represented
by the $16,290,297,000 outstanding in the United Kingdom.

Of the world volume at the end of 1936, 68%, or $111,839,650,000,
was outstanding in companies of the United States and Canada—
countries which together had 7% of the world’s population. You
will remember that the United States’ total insurance in force at the
end of 1936 was $104,667,206,000, which represents 64% of the
world’s total, while that of Canada was $7,172,444,000, or 4% of the
world’s total.

The manner in which the amount of insurance in force in the
various countries has increased is also of interest. In the United
States, insurance in force at the end of 1936 was twelve times as
great as in 19oo. In Canada, during the same period, the amount
of insurance in force became twenty-four times as great. In the
United Kingdom and in Sweden, during the same period, it has be-
come four times and ten times as great, respectively. From 1903 to
1936, German insurance trebled. The greatest increase over this
period, however, is to be found in Japan, where the insurance in
force at the end of 1936, $4,971,289,000, is over 40 times greater than
the S115,180,000 in force in 1905. In a sense, this increase may be
said to represent a compliment to American insurance methods, for
much of the Japanese life insurance system is patterned after that
which is followed by our companies.

Since the value of life insurance lies in the extent to which it is
of practical use to the public and since, as the comparative totals
show, it has been ot greatest practical use in countries where the
Agency System prevails, we are entitled to feel that the astronom-
ical totals for this country and Canada are a reflection of the mag-
nificent job our underwriters have done.

You and I both know, of course, that the life insurance companies
share in the general criticism which is being leveled at distribution
costs at the present time. It is not hard to find statements which
attempt to show how much life insurance costs could be reduced if
we eliminated the life insurance salesman. On the other hand, it is
not hard to find statements from well-informed business men like
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that recently published by J. C. Aspley, President of the National
Federation of Sales Executives, in which he makes clear the point
that these sales commissions which so excite our critics make possible
millions of policyowners instead of the relatively small numbers
there would be if life insurance had to be bought over the counter.
Moreover, as he goes on to say: “This spreading out of the risk
over millions of people adds to the security that is behind the policy.
To be sure it is intangible. But it is nevertheless real. * * * ‘What-
ever it costs under our present system to take the life insurance idea
out to the public and sell it to them is more than justified by the
service rendered to society.”

There is nobody here, I am very sure, who thinks our present sys-
tem of distributing life insurance is perfect. But, in my opinion,
much of the present criticism raised against life insurance distribu-
tion methods is merely an attempt to capitalize on public interest in
the outstanding job our underwriters have done. If you recall the
famous advertisement on “The Penalty of Leadership”, written some
time ago by Theodore F. McManus for the Cadillac Company, you
will remember this expression of the idea:

In every field of human endeavor, he that is first must per-
petually live in the white light of publicity. Whether the leader-
ship be vested in a man or in a manufactured product, emulation
and envy are ever at work. In art, in literature, in music, in in-
dustry, the reward and the punishment are always the same. The
reward is widespread recognition; the punishment, fierce de-
nial and detraction. * * * If the leader truly leads, he remains
—the leader. Master-poet, master-painter, master-workman, each
in his turn is assailed, and each holds his laurels through the
ages. That which is good or great makes itself known, no mat-
ter how loud the clamor of denial. That which deserves to live
—lives.

The Agency System has lived in America because it deserves to
live, for, whether we view it in the light of the outstanding volume
of life insurance it has produced in this country and in Canada, or
compare this volume with that of other nations, or consider the
amounts which the life insurance companies are able to invest in
American enterprise because of the inflow of life insurance premi-
ums, we must realize the tremendous contribution made by the
American underwriter toward social welfare and economic security.

RESULTS OF THE AMERICAN DEPARTMENT OF LABOR SURVEY

You doubtless know that the U. S. Department of Labor has just
completed the most exhaustive study of family incomes and family
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expenditures ever attempted. The Commercial Research Division
of The Curtis Publishing Company, with government aid, has pro-
jected from these figures some extremely interesting data covering
the incomes and expenditures of all families in the eight largest
cities studied in the government survey; namely, New York, Chi-
cago, Providence, Columbus (Ohio), Atlanta, Omaha, Denver, and
Portland (Ore.). While the government report is not yet completed
and, therefore, these figures have never before been published, those
in charge of the government work have, through the cooperation of
The Curtis Publishing Company, generously furnished us with the
statistics on the average annual amount invested in life insurance by
the families in these cities and you will agree that the figures have
‘considerable significance. The totals include annuity deposits but
the proportion, as compared with life insurance premiums, is ex-
tremely small, being practically negligible in the lower income groups.
While it is not possible to comment in detail on the Department
of Labor’s survey, we can get a picture of the confidence placed in
our business by the American public from the fact that, when the
average income of New York families is reported to be $1,700, the
average amount which each New York family places in insurance
and annuities annually is $99; and while the average family income
of the six smaller cities, Providence, Columbus, Atlanta, Omabha,
Denver, and Portland is $1,558, the average amount devoted to in-
surance and annuities by each family in these six cities is $95 a year.
Nor do these figures merely mean that people in the higher income
brackets realize the advantages which insurance offers. While fam-

UNITED STATES DEPARTMENT OF LABOR SURVEY
BASED ON TOTAL NUMBER OF FAMILIES

Average Average Annual Amount Expended for Life Insurance and/or Annuities

Totalal Upper Lower First Second Third  Fourth

Family All Income  Income Income Income Income Income

Cities Income  Families Half Half Quarter Quarter Quarter Quarter
Naw: York! e $1,700 $99 $161 $38 $230 $92 $51 $24
Chicago: .ucwasayiza. 1,660 94 146 42 203 90 58 26
Providence ......... 1,518 86 134 37 185 83 51 23
Columbus (Ohio) ... 1,739 98 153 43 210 96 57 29
AT e 1,493 82 135 28 202 69 38 19
Omaha ............. 1,581 97 156 37 221 91 46 28
Denver .......uc.... 1,550 121 207 34 303 111 51 17
Portland (Ore.) .... 1,472 84 138 30 202 75 42 17
Six-City Average.... 1,558 95 155 34 223 88 47 21

(excluding New York
and Chicago)
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ilies in the highest quarter of the income groups in the six cities,
whose incomes averaged $3,129 a year, placed $223 annually in
insurance and annuities, those in the lowest quarter, with average
incomes of $493, paid $21 a year for life insurance or annuities.

The large number of families in each income group paying pre-
miums during the year for life insurance or annuities is equally
significant.

In New York City, 82.9% of the total number of families paid
life insurance or annuity premiums during the year. In the highest
quarter of the New York income group, the percentage was 92.6,
while in the lowest income quarter it was 70.2. The average number
of families paying premiums annually in the six smaller cities, ex-
cluding New York and Chicago, was 81.3%, while the percentages
for the highest and lowest income quarters in these six cities were
03.2 and 64.1, respectively.

BUILDING PUBLIC OPINION

We would not be human if we were not proud of the confidence
shown in our product by the large proportion of family income
which the Department of Labor survey shows is used for insur-
ance or annuities among both high and low income groups, and the
large percentage of the total number of families in all groups which
are putting their money into insurance protection or annuities for old
age. These figures are highly significant of the appreciation of life
insurance on the part of the American public. But, as the editor of
“Fortune” recently pointed out, many industries have failed to recog-

PER CENT OF FAMILIES IN EACH PORTION OF THE MARKET WHO

DURING THE YEAR PAID LIFE INSURANCE PREMIUMS
AND/OR MADE ANNUITY DEPOSITS

All Upper Lower First Second Third Fourth
Families alf Half Quarter Quarter Quarter Quarter
Total Families—

New York....coooes 82.9% 91.2% 74.6% 92.6% 89.8% 79.1% 70.2%
Chicago .eaeeeercnss 87.2 93.9 80.5 96.1 91.8 86.9 74.1
Providence ......... 85.3 92.7 77.9 93.1 92.3 81.9 73.9
Columbus (Ohio).... 85.9 93.4 78.5 95.1 91.6 84.3 72.7
Atlanta ...coe0inanes 90.1 93.3 86.8 94.6 92.0 89.2 84.4
Omaha ..eeveionnas 83.9 93.1 74.7 93.5 92.6 79.1 70.4
Denver ....oeececes 76.9 92.3 61.4 93.5 91.1 79.3 43.5
Portland (Ore)..... 70.2 82.8 57.6 89.5 76.1 68.2 47.0
Six-City Average.... 813 90.9 71.8 93.2 88.5 79.4 64.1

(excluding New York
and Chicago)
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nize that there can be a complete acceptance of their products while,
as in the case of the chain stores, the public may remain ignorant of,
or hostile to, their motives, their management, or their methods.
Minor practices, too, may be as influential in building public opinion
as major policies.

Each one of us here has probably made the statement that the
best means of building favorable public opinion is through our
representatives in the field. If, therefore, they must assume the re-
sponsibility for giving the public a thorough understanding of our
principles and practices, as well as the responsibility for distributing
our product, can there be any question as to our responsibilities in the
way of giving them both adequate opportunities and adequate equip-
ment for the work they are to do?

We are raising no new question, of course, in talking about our
responsibility if we expect our representatives to do not merely a
good production but a good public relations job. As a matter of fact,
the introductory page of a “Life Agent’s Instruction Book”, pub-
lished by the “Insurance Monitor” sixty-five years ago, starts with
this statement: “This manual is prepared for the purpose of educat-
ing life insurance agents to a higher appreciation of their duties and
to give them some practical information which will enable them not
only to be more successful in obtaining new business but also
in winning the respect and confidence of the public.” We find, too,
if we look through old life insurance documents, that the President
of The National Association of Life Underwriters was talking thirty
years ago about the benefits to be derived from “the elimination of
the irresponsible agent who sells schemes instead of life insurance,
and the part-time agent in our cities.” But does not the very fact that
these questions have been raised countless times before, bring up
the additional question of whether we have paid as much attention
to the selection and safeguarding of the assets which produce our
premium income as to the selection and safeguarding of the assets
which produce our investment income ?

DISTRIBUTION METHODS

The General Chairman of the Boston Conference on Distribu-
tion made the statement, in his opening remarks last year, that “pro-
duction is solving its problems at a rate which would soon bring an
almost Utopian condition of living if it would be matched by an
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equal advance in the efficiency of distribution.” In the life insur-
ance business, of course, there can be no separation of the production
and the distribution process, but we are not alone in being confronted
by the problem of how to improve our distribution methods.
Since the leaders in so many other industries are devoting concen-
trated effort toward the solution of this problem as it affects their
individual organizations, and since those of us here today are charged
with the leadership of the companies in which such a large propor-
tion of American life insurance is outstanding, are we not in duty
bound to give our serious attention to the distribution problems which
concern our business at the present time?

This question by no means implies that the life insurance com-
panies are not directing their efforts to the solution of these problems
or that definite progress has not been made. The Agency Practices
Agreement, for example, was a forward step in the way of elimi-
nating the “lame ducks” from our field forces; the Life Insur-
ance Sales Research Bureau has developed invaluable material from
the pooling of information and experiences relating to the selec-
tion, training, supervision, and compensation of salesmen ; there
are over I,500 underwriters today who have received the Chartered
Life Underwriter designation, and it is estimated that 3,000 more
are enrolled this year in the study groups throughout the country
which have been formed to give to underwriters the comprehensive
educational background they need for life insurance selling.

We can point to a good many similar examples of progress and
to tangible results from progressive methods adopted in companies
under your leadership. It is not hard to find companies, for instance,
which have increased production over a period of years in which
they have concentrated efforts on eliminating unfit and part-time
agents from their field forces. It is not difficult to find in the in-
surance periodicals the reports of successful results among com-
panies which have used the Prospective Agents Rating Plan, de-
veloped by the Life Insurance Research Bureau, as a basis for im-
proving the caliber of their new organization. We can find, also,
evidence among individual company records of the value of real life
insurance education as contrasted with training plans which do little
other than enable the agent to sell a few cases right away.

It goes without saying that we can not always judge the value of
specific plans for improving distribution methods by the experiences
of a few individual companies, any more than we can judge the
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value of the C. L. U. course of study by the records of, and impres-
sion made on the public by, a few underwriters who have completed
the requirements. There are plans, too, which might be valuable
to one company and not to another—just as C. L. U. work might be
extremely helpful to one underwriter but not to another who was
doing another type of selling. But most of us know perfectly well
whether our individual companies are making a real effort to offer
contracts only to men and women who are qualified to represent the
company, or whether we let down the bars when there is a chance
for extra business. Most of us know, too, whether our training
courses are planned to give our representatives the educational back-
ground they need in order to give sound advice to policyholders
on life insurance questions or whether they are planned primarily
to enable representatives to get into production quickly by selling
certain types of policies. If, as individual companies, we are not
“doing as good a job as we know how”, is not the effect the same on
other companies and on the business as a whole as the effect which
the poorly-equipped salesman produces on his fellow underwriters
and on the business of life insurance selling ?

The path our efforts should take in approaching the question of
compensation methods is somewhat more obscure. You will remem-
ber that this question was discussed at last year’s meeting and, dur-
ing the past year, the Life Insurance Sales Research Bureau has made
a study of the experiences of several sales organizations in other
lines of business which provide a basic salary for salesmen, ap-
parently with decidedly successful results both in the way of attract-
ing and retaining capable men and in the way of being able to or-
ganize the salesman’s activities on an efficient basis. We can not base
conclusions on results in other industries but, in this connection, it is
interesting to note that in Japan, where the increase in life insur-
ance in force has been greatest during the last thirty years, the com-
pensation plan for life insurance representatives provides for salary
plus commission.

There are, as you well know, difficulties to be ironed out before
we could go very far in the way of a salary plus commission plan
in our business and it is doubtful whether it would be feasible for
one company working alone to experiment with a plan of this kind.
But, since other types of organizations report excellent results fol-
lowing a departure from the strict commission plan of compensat-
ing salesmen, should we not make a real effort to provide ways and
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means of experimenting with its use? The life insurance business
has surmounted far greater difficulties than those which would be
involved in trying this experiment, in order to determine whether
this basis of compensation would enable us to produce a greater
volume of quality business at lower cost, and since the question has
been raised so many times, should we not be willing actually to do
something about it?

T make no apologies for applying the success standard to the ques-
tion of whether we are justified in making changes in our method
of compensating life insurance representatives or, for that matter,
to the question of improvements in our methods of selecting, train-
ing, or supervising salesmen. In the long pull, certainly, a rising
volume of business must come from proper distribution methods in-
telligently applied. If, in actual practice, we will insist that the
selection process in our companies shall weed out those prospective
agents who are not qualified for insurance selling or who give little
promise of success, and will make sure that those who remain have
adequate training and a real opportunity to earn a respectable living,
is it not just common sense to assume that we will not only be serv-
ing the best interests of our policyholders but will be increasing the
volume of life insurance distributed in this country?

If you happen to have received a copy of a recent address on
“FEconomic Trends in Manufacturing and Sales” by William M.
Vermilye, Vice-President of The National City Bank of New York,
you will remember his telling about his examination of a very old
business which the present chief executive was operating on the
most modern lines, every device available for the successful con-
duct of the business having been applied with the utmost intelli-
gence. “How is it,” Mr. Vermilye asked this executive, “that this
business succeeded for so many years with none of these methods
which you have successfully installed and which are so evidently re-
sponsible for your present success?” The executive's reply was that
when the business succeeded on the old methods, no competitor knew
anything about the new ones, and where no one’s methods were any
more efficient, it was able to compete at a profit.

We are entitled to take enormous pride in the fact that the amount
of life insurance in force in this country is greater than in all the rest
of the world combined. But we must also remember, as a recent en-
gineering organization’s advertisement stated, that the total number
of electric refrigerators, the total number of radios, the total number
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of electric ranges in this country, all of which are relatively new
products, is about as great as the total in all other nations combined.
We are justified in boasting a little about the fact that since 1900 the
amount of life insurance in force in this country has increased from
$8,561,000,000 to the present estimated total of $110,300,000,000.
But we must remember, as Lewis H. Brown, President of Johns-
Manville Corporation, pointed out in his memorable address at the
Seventh International Management Congress held recently in Wash-
ington,. that “Today the automobile industry produces, in less than
15 hours, cars which equal the total output for the entire year 1goo.
In the chemical industry, production has grown from a few million
dollars then, to 3 billion dollars now. Similarly, the manufacture of
electrical appliances and machinery has increased from 92 million
dollars per year to g6o million dollars.”

The yardstick by which the American Agency System must be
measured is, of course, service to the American public and if we
express this service in terms of the way our representatives have
underwritten America’s human values, we can take considerable sat-
isfaction in this system. This does not mean, however, that we can
rest on our oars in the face of changing conditions. As Mr. Brown
expressed the idea in speaking of modern business management,
“Let no one assume that we seek to preserve the status quo, ignore
mistakes and shortcomings of the past, or proclaim perfection or
blind ourselves to rapidly changing social and economic conditions.
The social responsibility of industry is no empty phrase—it is an
obligation to which modern management is determined to bring far
more than mere lip service.”

Many of you have doubtless received copies of the creed enunci-
ated by Mr. Brown which, at the International Management Con-
gress, was hailed by business, labor, government, and agriculture
alike as a clarion call to a new philosophy of management in indus-
try. Even though most of you are familiar with this creed, however,
it will do no harm to repeat what Mr. Brown stated he would like
to see the men who are managing American business today adopt as
an expression of their intent:

THAT we should constantly seek to provide better values at

lower costs so that more of our people can enjoy more of the
world’s goads.

THAT we should strive to develop the efficiency of in-
dustry so as to earn a fair return for the investing public and
provide the highest possible reward for the productivity of labor,
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THAT we should stimulate the genius of science and utilize
the methods of research to improve old products and create new
ones so as to continuously provide new fields of employment
for the present and the coming generations.

THAT management should encourage fair trade practices in
business which, whether effected by competition or cooperation,
will be so shaped as to be for the best interest of our customers
and of society as a whole.

THAT it is management’s duty to be alert to its own short-
comings, to the need for improvement, and to new requirements
of society, while always recognizing the responsibility of its
trusteeship.

THAT business in this country has never been what it could
be and never what it yet will be.

THAT Business, Labor, Government and Agriculture work-
ing hand in hand can provide jobs and the opportunity for
all to work for security without loss of our liberty and rights
as free men.

It is not necessary for me to translate this creed into life insurance
distribution terms, for all of us here agree that we should constantly
seek to provide life insurance to the American public at the lowest
cost consistent with safety so that as many people as possible may
enjoy its benefits. We are all striving toward more efficient methods
so that decreases in the operating costs of our business may be re-
flected in the cost of insurance to policyholders. We realize the part
that science and research can play in enabling us to further the
future welfare of our business. We are all intensely interested in
encouraging fair selling practices in the interests of our policy-
holders and society as a whole. We are alert to the shortcomings of
our distribution practices and recognize the responsibility of trus-
teeship in the case of employees—whether in the home office or
the field. We believe that a larger number of people should have
had life insurance protection in the past and that a much larger num-
ber will have life insurance protection in the future. We believe,
too, that our particular business, working with other industries,
labor, government, and agriculture, can provide jobs and the op-
portunity for all to work for security without loss of our liberty
and rights as free men.

All of us here realize the fundamental responsibilities implied in
this creed and recognize what real leadership demands if we take the
trustee attitude toward the representatives of our companies. 155
therefore, we will concern ourselves with the problems involved
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in selecting and safeguarding the assets which are represented by
our agency record cards, as we concern ourselves with assets repre-
sented by the securities in our vaults, we will be making fully as
important a contribution toward the future of our business,

One of the real advantages of an Association of this kind is that
it provides a common meeting ground where we can discuss our
problems with a view to working out practical solutions, The problem
of working out the methods of distributing our product which
are in the best interests of our policyholders and the public and
which will, at the same time, enable us to maintain our organiza-
tions in the healthy condition necessary for efficient service, is not
merely an agency department problem. It is not merely a Research
Bureau problem. It is a problem of vital importance to our business
as a whole. As such, it concerns the head of every life insurance
company—and, in working toward its solution, we should, in my
judgment, make maximum use of the facilities afforded by this great
Association,

(Applause.)

Tre CHAIRMAN: Mr. Stevenson, I know that it took a long time,
patience, and hard work to prepare that address, and we are, there-
fore, much indebted to you for your very fine and instructive paper.

(The morning session then adjourned at 12:00 o'clock.)
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SECOND DAY
AFTERNOON SESSION
Friday, December 2, 1938

MR. JULIAN PRICE IN THE CHAIR
The Convention reassembled at 2:40 P. M.

Tue CHAIRMAN : In the trial of a legal action, facts which are pre-
sumed to be within the common knowledge of man, such as the rising
and the setting of the sun, outstanding facts of history and science,
etc., require no proof. The court merely takes judicial notice of them.
By the same reasoning, I feel there is no need to recount the deeds and
accomplishments of that famous statesman and diplomat who is to be
our first speaker this afternoon.

While the name of Norman H. Davis is renowned for his outstand-
ing services as a veteran member of the many historic conferences for
world peace, as the trusted counselor of three Presidents, and, more
recently, as Special Ambassador and adviser to the State Department
on European affairs, it is in none of these familiar roles that he ap-
pears before us today. Instead, he comes to our platform as the leader
of a great humanitarian organization—the American Red Cross. Mr.
Davis himself has described the organization he heads as “a great
force for generating a spirit of mercy, human kindness and under-
standing” and, in view of the central theme of our meeting, it is
indeed fitting that the voice of the Red Cross should be heard on
this program.

The American Red Cross is perhaps best known to most of us for
its work in times of war or other catastrophe. In addition, however,
through its public health nursing and home hygiene services, and
through its work in life saving and accident prevention, it also con-
tributes importantly to the advancement of human values.

It is with great pleasure that I present Hon. Norman H. Davis,
who will address us on “Safeguarding Human Values Through the
American Red Cross.” Mr. Davis! (Applause.)
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SAFEGUARDING HUMAN VALUES THROUGH
THE AMERICAN RED CROSS
Hon. Norman H. Davis then made the following address :
MR. CHAIRMAN, LADIES, AND GENTLEMEN :

I welcome this opportunity to meet with so many distinguished and
influential Americans.

This opportunity to meet with you today is a very pleasant one.
I know of no business that has a more intimate contact with the
life of the average citizen than an insurance company. Its represen-
tatives in every community have, indeed, become trusted counselors.

The aims of the American Red Cross and those of the insurance
companies are in some respects quite similar. Your businesses were
founded to provide protection against inevitable crises that arise in
the private lives of individuals and families. The Red Cross has,
for fifty-seven years in America, constituted a barrier between those
subjected to unpredictable natural catastrophes, the aftermath of
wars, and other threats against their security and well-being.

Insurance over the years has contributed much to preserve the
morale in American homes. It has stood as a bulwark of safety—
a guarantee of security—for widows with children, for those whose
earning days have passed, for those incapacitated by injuries or ill-
ness. The Red Cross has performed a similar function for victims of
wars, sudden epidemics, natural catastrophes. Red Cross workers
have followed in the wake of wars, earthquakes, hurricanes, torna-
does, mine explosions, shipwrecks; or labored with sufferers from
more prosaic types of disasters such as droughts or the dust storms
continually harassing families in our middle-west and southwest
states.

As insurance in all its branches has grown to meet increasing
needs, so has the growth of the Red Cross, both in our country and
abroad, been given impetus by increasing calls for its services. Just
as the companies you here represent assumed increasing responsibili-
ties and entered into contracts to cover insufficiencies that arose
as times and conditions changed, so have we ventured into new fields
of need and charted new courses in serving humanity.

Thus, your plans of growth, and the increasing work and influ-
ence of the Red Cross, have not been carried out for the glorification
or profit of individuals, but to meet demands actually made for
service by a growing population. Neither your program, nor the pro-
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gram of the Red Cross, is nebulous or theoretical. Both of them are
intensely practical. Both of them have stood the test of time.

I am speaking to you this afternoon fully cognizant of the fact
that you and I are interested, in a very practical way, in the welfare
of the individual American. We are both interested in taking from
science its life-giving knowledge and passing it on to people in
language they can understand. Therefore, we can counsel together as
partners in a great undertaking designed to bring about a happier
and healthier life, for the millions who look to us for help and
leadership.

In discussing the work of the Red Cross, and the pressing needs
which confront it in our country today, it should be understood that
there is much for all of us to do. If we are to achieve any measure
of lasting success, any action must be a concerted one. Business and
individuals must recognize the necessity for facing common problems
with the desire to accomplish most for the common good.

Man has fought through the ages to master nature, to bend its will
to his, Today, to a great extent, we have mastered nature, We
have not, however, mastered human nature. We have a civilization
in the process of evolution. And this civilization, if it is to capitalize
on hard-earned gains, must begin using the mastery and knowledge
that we have achieved for the happiness and benefit of society, and
with a larger humanity than ever before.

In this thought I am reminded of the scientist who remarked to a
friend: “To the astronomer, man is merely a small dot in an infinite
universe.” And that friend’s answer: “Ah, but man is still the
astronomer.”

Science has progressed with seven-league strides during the past
decade. And the advance of science—every new truth that science
has uncovered—has placed additional tools in the hands of humani-
tarian agencies. Tuberculosis death rates have declined amazingly
over the past twenty-five years; diphtheria, which formerly exacted
an enormous toll of young lives annually, has almost disappeared ;
typhoid fever, as a recent insurance publication commented, is now
a very negligible item in mortality ; and so on down the list of diseases.
They are fast being conquered. Science is winning in this great
battle.

But many enemies of individual welfare remain. And chief among
them I would cite the shameful annual toll of deaths and permanent
injuries from automobile accidents ; the number of deaths and perma-



130 SAFEGUARDING HUMAN VALUES

nent cripples that result from accidents in the home, in factories, and
on farms. Far off beaten tracks, as well as in crowded urban com-
munities, mothers in this country are still seeing their children die
because they have not been taught the basic principles of sanitation
and infant care. Water accidents, too, are taking their share of the
toll in human lives, while the list of casualties resulting from seem-
ingly insignificant accidents because proper first aid is not admin-
istered in time is both alarming and deplorable.

And so the Red Cross, in its efforts to safeguard human values,
has been concentrating on these problems over the past few years.
The results of work accomplished have been substantial and encourag-
ing, but we realize that much yet remains to be done. We have,
in a sense, been experimenting in many methods and techniques, until
today we believe we have developed procedures that are making
appreciable inroads against accidents, against disease, against
ignorance.

In motoring about the country, I am sure most of you have noticed
those small enameled signs designating highway first aid stations
that are now scattered from coast to coast. The Red Cross has
established twenty-six hundred of these fixed stations at strategic
spots along the nation’s busiest thoroughfares. They are there to
protect the motorist. Personnel manning the stations have been
given thorough training in administering first aid. Our files are
full of reports showing many lives saved by the prompt application
of this skill, and many lasting injuries that have been prevented by
the appliance of knowledge in caring for accidental wounds in time.
It is our intention to increase the number of these stations as rapidly
as our funds permit.

Further, we are training men who constantly travel these highways
—highway patrolmen, maintenance crews, the drivers of interstate
trucks, operators of commercial vehicles; more than f{wo thousand
such mobile first-aid units are now administering to the traveling
public.

Another of our undertakings which we know to be reaching
mothers and young girls with beneficial results in cities, towns, and
rural communities, is the widespread teaching of home hygiene and
the instructions in the care of sick persons. For twenty-six years our
chapters have been sponsoring home hygiene classes in their commu-
nities. Up to the present, almost a million women and girls have
been led to higher standards of home care for their loved ones; they
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have been taught efficient methods of caring for the ill in their homes,
of giving their children proper treatment and correct foods.

We must add to these accomplishments the work we have been
doing in spreading knowledge of first-aid practices and life-saving
methods around the water. Trained instructors, the larger part of
them individuals serving in a voluntary capacity, have passed on the
technique we have taught them to boys and girls in summer camps,
in schools, in CCC camps, in rural villages, and in city clubs. The
message of these volunteers has been one emphasizing the need for
safety, the necessity for common-sense precautions against hazards
that result in deaths and injuries. And we are sure that results have
amply justified our efforts in training these millions of Americans,
both adults and school children, in the application of tried, scientific
methods. Here, in truth, we have been translating the discoveries of
science into languages and practices the layman can understand and
from which he can profit.

This afternoon, as I speak, Red Cross public-health nurses are
at work in far-scattered sections of this country. We would find
them in crowded slum sections, on storm-swept islands off the coast,
out on the prairies, visiting the cabins and small settlements in our
mountainous sections. They are carrying messages of health to be
administered in small, almost imperceptible doses to their patients.
Snow storms and washouts never stop them. Their very devotion
to duty is a great factor in winning the confidence of their charges,
thus persuading them, by example, to adopt better ways of living.
Their work is resulting, in a very tangible way, in the general raising
of health standards for the country as a whole,

Without a major calamity to complicate our work, the last fiscal
Red Cross year might be considered an average one. Yet, during that
time, our organization and its workers were called upon to give food,
shelter, clothing, medical aid, and, finally, to rehabilitate victims of
171 disasters of various typesin 41 states and two insular possessions.
Some of these disasters were small and did not command newspaper
headlines on a national scale. Nevertheless, the assistance we gave
constituted the difference between despair and discouragement and the
ability to face the future with confidence and bolstered morale.

We have tried, and are constantly trying, to adjust our teaching
methods and all our working procedure to varied situations; at times
these methods and procedures have, by necessity, been very elastic
indeed. It has been said, and truly, that disasters such as floods,
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hurricanes, and tornadoes rip the veneer off civilization. There is no
way of knowing how many children of share-croppers in the south
or river dwellers in the north have been introduced to tooth-brushes
and soap in our refugee camps; or how many mothers have been
given new ideas about the upbringing of infants by Red Cross nurses
working among the debris of wrecked communities. It has been
under such emergency situations as these that thousands of mothers
have been given their first knowledge of food values and their rela-
tion to the health of their children and families.

The fight the Red Cross has successfully waged against pellagra
in the south was the direct result of workers’ surveys carried out in
the Mississippi Valley following the great flood of 1927. Today, that
dread and unnecessary disease stands a good chance of being eradi-
cated as a result of those high waters.

As leaders in your field, you will, I am sure, agree with me that the
mortality rate of the country is greatly influenced by the intelligence
of its citizens. Qur work is being planned with the education of
men and women, parents and young children, in better living stand-
ards as one of our primary objectives. Our work is, in every sense
of the word, a reinforcement of efforts you, too, are making to move
the general mortality rate in this country downward as rapidly as
possible. Findings which you have published from time to time are
encouraging, for they do show what can be accomplished by de-
termined and coordinated action.

When the Congress granted a charter to the American Red Cross
back in 1905, there was in it a clause placing on the organization this
wide responsibility :

“To continue and carry on a system of national and international
relief in time of peace and to apply the same in mitigating the suf-
ferings caused by pestilence, famine, fire, floods, and other great
national calamities, and to devise and carry on measures for prevent-
ing the same.”

The discharge of this duty has led our workers into practically
every community in the United States at some time during the past
few years. The work has touched millions of lives. But we have
learned from experience that such efforts are inadequate unless the
efforts of other organizations and individuals are joined with ours.

The Red Cross has been a pioneering organization. When we first
undertook relief following disasters, there were no precedents for us
to follow. We had to feel our way. The same has been true of our
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other continuing services. The same is true now. We are gaining
confidence as we progress. More important, we are making gains
in proportion to the amount of public interest and cooperation we are
able to inspire.

Actually, the Red Cross is an organization charged by the people
themselves with the perpetuation of the generous spirit motivating
the very foundation of the country. That, in itself, is an important
trust. There is nothing we desire, or could desire, more than a con-
tinuation of the generous spirit that led Thomas Jefferson and his
compatriots to risk their necks in signing the Declaration of Inde-
pendence.

The expressions of confidence in the Red Cross that have been
given me during the past few months have been most inspiring. A
citizen of New Bedford, assisting the Red Cross in carrying relief to
hurricane victims, expressed the spirit of the organization very
fittingly in a letter to one of our workers:

“There seems no better way,” the volunteer worker wrote, “to
define the effort of the Red Cross than to say that it is trying to take
the place of that well-worn path which ran from back door to back
door before we lost the time to be good neighbors.

“The help that passed over those back door paths in times of
trouble was not ‘charity.” Such help was given as a matter of course,
for everyone knew that such paths were not one-way.

“New England is now a family in trouble. The Red Cross is the
path from all the back doors of America to our back door. Over that
path the neighboring families, many of whom we have helped in the
past, are now offering their help. Those of us who need that help
should not hesitate to accept it in the spirit in which it is offered—
as from one neighbor to another.”

If we are to preserve human value, if we are to insure a continua-
tion of the spirit of freedom and human kindness in this country
and throughout the world, we must cherish and guard this spirit in
our individual lives and our collective undertakings.

We are, deservedly, proud of the accomplishments of the past;
of gains we have made in prolonging life and giving youth a better
chance to develop; of the inroads we have made against accidents,
disease, and suffering. But we cannot let ourselves become content.
There are still frontiers to be explored. Social and health conditions
of the world are far from a state of perfection.
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To cement the gains we have made, and to insure advances in the
future, private initiative must be led to still greater accomplishments ;
this is certainly not the time to sit back and depend on the govern-
ment, for instance, to do the work that we as neighbors should be
carrying on voluntarily, and without coercion. Private endeavor has
a peculiar genius for scouting ahead and blazing the trail of social
advance. The obligation of voluntary giving and voluntary efforts,
and the usefulness of private philanthropy, are not ended. There are
too many crying needs in our communities, there are too many things
to be done that only neighbors can do effectively, to allow the gener-
ous spirit of America to die away.

Tt seems necessary, at times, to issue a friendly warning to those
possessed with an abundance of this world’s goods. It has often
been said—and it remains an irrefutable truth—that persons for-
tunately situated must have a feeling of responsibility for those who
are not.

Such concern must be voluntarily assumed. There must be no
compulsion about it. We are not, and never have been, faced by
compulsion on every side in this democracy. But if we are to pre-
serve this rich heritage, we must continue to guard and preserve
this essential American characteristic of generosity and neighbor-
liness against all suggestions of change.

The free will and the right of the individual are the essence of
democracy. In our own country, the equality of rights and the ability
to progress individually as we so determine have been our heritage.
‘We cannot too often tell ourselves that the real wealth of a nation—
the only enduring, worth-while wealth—is in the spiritual, mental,
and physical health of its citizens. We must not forget, too, that in
a democracy we are all trustees of this national heritage. I firmly
believe that, remembering this, we must so govern our dealings with
those about us as to keep that consciousness vividly and actively
alive. On the part of both private endeavor and large-scale business,
this must be a practice rather than a theory to be brought out and
dusted off from time to time.

Unthinking persons are prone to say that high standards of living
in this country are possible because we are blessed with so many
natural resources. That is not true. The resources have always been
here, yet they did not produce high standards of living for the
Indians. Russia has a tremendous amount of natural resources—
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probably more than we have—yet the Russians have not now, and
never have had, a high standard of living.

Our natural resources, or those of any country, are like the talents
of the Biblical servant. Whether they produce much or little for
human comfort depends upon the way in which we use them. The
idea that it is possible to have enough of the necessities of life to go
around is very recent in the history of human affairs. The achieve-
ment of the goal of well-being for everyone will necessarily continue
to be a gradual process. No one has found a plan or program to
bring this about that will succeed over-night. But we will never
achieve such an idealistic state unless we preserve this spirit I have
been emphasizing, the one spirit that has contributed most to
America’s upbuilding.

Pioneering humanitarians, I know, had their periods of discour-
agement. That was natural. Problems they were attempting to
solve were overwhelming at times. But today we can look back on
their accomplishments and honor their memories. The fruits of their
sowing are obvious. The public has looked upon their achievements
and been convinced that they were vital parts of our nation’s de-
velopment.

Because of the groundwork laid by pioneers in humanitarian
projects, the public is willing, today as never before, to support ef-
forts designed for the betterment of mankind, The Victorian habit
of hiding disagreeable facts behind a screen of pretty words is past.
Present generations want plain, unvarnished truth. And there is no
reason why we should not publicize the faults and the needs of
present-day social conditions.

Distressing events have occurred on the world scene during the
past few months. The ruthless slaying of innocent men, women, and
children continues unabated in both the East and the West. The
sanctity of treaties seems considered, by some nations, to be an out-
moded convention. But how long can such practices prevail if we
are to profit, both from a national and individual standpoint, from
the strides that science has made; by the miracles that have been per-
formed in the field of communication and transportation?

It may be that more attention should be paid to safeguarding hu-
man values on an international scale. We should be able to capitalize
on the inventions that have, to a great extent, overcome international
boundaries. With these modern devices lessening distances and
making it far less difficult to understand the views of neighboring
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countries, I am inclined to sympathize with the Hungarian soldier,
in the classic story, who went to his general during a struggle with
Turkey, and asked this seemingly absurd question:

“Sir, can you tell me what particular Turkish soldier I am fight-
ing?” And when the surprised general asked him what he meant,
there was much common-sense in the soldier’s answer: “Well, if
you will let me know, I am sure he and I can settle things amicably.
I'm tired of all this business, and I want to go home and get to
work.”

That might sound like a child’s logic, but inwardly we all know
that international understanding and tolerance are based on good
will, not on complicated phrases,and that an era of world-wide peace,
an era in which the individual’s welfare is considered as important
as national glory, will never be achieved until the simple logic of
honest and fair dealing is allowed to guide our international policies.

Bringing the situation much closer home, how can our country,
or any country, be a good neighbor among nations if our citizens
are not, first, good neighbors to those around them. It remains a
truth, as it has down through the ages, that charity—and good work
—begins at home.

Some great English writer, speaking recently, said: “The old
notion that people can keep themselves to themselves and not be
touched by what is happening to their neighbors, or even to people
who live hundreds of miles off, is a most dangerous mistake. The
saying that we are members one of another is not a mere pious for-
mula to be repeated in church without any meaning; it is a literal
truth ; for though the rich end of the town can avoid living with the
poor end, it cannot avoid dying with it when the plague comes.”

I am sure that no representatives of any company here today will
want to rest easy, or to relax efforts to improve existing conditions,
in the face of the obvious needs in this country. It is not in the make-
up of Americans to be indifferent to those in need about them. In-
deed, we give thanks for this inner urge, this social consciousness,
each time we think of outstanding humanitarians whose contribu-
tions to America were motivated by sympathy for those in need.

In closing, let me make this fact clear: The Red Cross as an or-
ganization is powerless unless it has the backing of men and women
representing all classes, all creeds, all political faiths. In the work
which we are attempting to carry out in our own country, cooper-
ation and collaboration are essential parts of our effort. We cannot
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forget that democracy and freedom have come down to us from the
past, bought for us at a high price. If we wish to keep them we must
pay the interest on that price in each succeeding generation. Our
price, in this case, must be a willingness to exert ourselves, to ex-
periment, and to cooperate.

With such a spirit, we may hope for continued prosperity, and for
even greater freedom than before for solving the spiritual and moral
problems of mankind. This is a job for every citizen, every business
—not just the social worker, the minister, or the teacher.

The strength of the American Red Cross lies in the strength and
the determination of the individuals and organizations backing us
in our work. Without your help, without assistance from business,
industry, and all other phases of American life, our efforts will be as
nothing in the face of such large needs. We must collaborate in all
our work if the values of the individual are to be conserved.

The Red Cross is the greatest agency for mercy and international
relief in the world today. Its prestige and widespread popularity
have been built on neutral objectives that transcend frontiers and
political creeds. In every part of the civilized world the Red Cross
name and emblem symbolize the forces of mercy. And since the
Red Cross constitutes such a neutral meeting ground, it offers us a
wonderful opportunity under its banner to continue facing the
problems of mankind with a determination to overcome them.

But we must not, in any of our efforts, assume that the world will
better itself without directed effort, even as material wealth in-
creases. Remember the remark of the old gardener when a neighbor
leaned over the wall and said: “This is a wonderful garden that
you and God have made.” And the old gardener’s reply: “Yes, so it
is; but you should have seen it when only God was takin’ care of it.”

We have the talents, we have the resources, and we have a gen-
erous and social-minded people behind us. By coordinating our ef-
forts, by cooperating always, we should accomplish even greater
things in the future.

(Applause.)

Tre CHAIRMAN : We are much indebted to you, Mr. Davis!

As schoolboys, all of us were taught the names of certain indi-
viduals whose inventions advanced social and economic welfare. In
this connection, we learned that such men as Eli Whitney invented
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the cotton gin, Robert Fulton the steamboat, and Thomas Edison the
incandescent lamp. Some years ago, however, there was originated
the idea of cooperation in scientific research, on the principle that
many outstanding scientists working together could accomplish far
more than all working individually.

Among the leaders in developing this type of cooperative research
is the telephone industry and in the forefront of its ranks is our next
speaker, Dr. Frank B. Jewett, Vice-President of the American Tele-
phone and Telegraph Company and President of the Bell Telephone
Laboratories, Inc. As head of the world’s largest research labora-
tories, he has had a part in its many scientific developments such as
the trans-Atlantic telephone system, the dial telephone, talking pic-
tures, telephotography, and television.

As an indication of the esteem in which Dr. Jewett is held by his
colleagues, I need only mention that he is the most recent recipient
of the John Fritz Gold Medal, highest of American engineering
honors and one which has previously been awarded to Thomas Edison
and to Marconi. At present, our government is utilizing his scientific
knowledge as a member of its Government Relations and Science
Advisory Board.

It gives me much pleasure to present Dr. Frank B. Jewett, who will
speak to us on “The Laboratory—A Potent Source of Progress in
Industry.” Dr. Jewett! (Applause.)

THE LABORATORY—A POTENT SOURCE OF
PROGRESS IN INDUSTRY

Dr. Frank B. Jewett then presented the following address:
MRr. CHAIRMAN, AND GENTLEMEN :

Of course, it is quite impossible in fifteen or twenty minutes to
give any adequate presentation of the influence of the industrial lab-
oratory on business progress. It would take a far longer time to do
that in a way which would be satisfying.

It would be, of course, quite easy to spend fifteen or twenty minutes
in the recitation of some of the achievements of the modern industrial
laboratory, in any one of numerous fields. It would be a pleasant
after-dinner or after-luncheon recreation. It might amuse you. But
when you were through, you would have very little of anything of
value to take away with you.
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As I understand it, you are met for a somewhat serious purpose.
It seems to me best, in the light of the very limited time, to touch
upon one or two elements of the influence of the laboratory on modern
applied science industry, which appear to have possibly some value
to you in the conduct of your own business. Consequently, I have
straggled a bit and attempted, in the first part of what I am going
to present to you, to give those simple elements and then wind up
with one or two illustrative examples which I hope will be concrete
evidences of what I have been talking about.

The industrial research laboratory as we have it today is relatively
a very new addition to the machinery of applied science industry.
Although superficially it may appear to be the modern edition of the
experimental departments or laboratories of the 1880’s and 1890’s, it
is basically quite different and infinitely more potent in influencing
the progress of industry.

The first embryonic industrial research laboratories appeared
shortly after 1900 in the fields of applied electricity and chemistry—
both products of fundamental science research and both relatively
new areas of industrial exploitation. This was absolutely true as to
applied electricity in which the major part of all commercial develop-
ment had taken place subsequent to 1875. Applied chemistry, although
a much more ancient art, had been vastly stimulated by the funda-
mental science discoveries of the latter decades of the nineteenth
century.

In both these fields, it was apparent by 19oo that fundamental
science knowledge had outstripped industry’s ability to utilize it by
application of the methods then in use. It was clear, also, that the
gap was widening. A few men sensed that, if the situation was to be
rectified, and industry insured of full and prompt application of new
knowledge, three things were necessary—(1) trained research men,
(2) the introduction into industry of the philosophy and techniques
of the scientific method which had proven its power in fundamental
science, and (3) organization of the new group and its methods as
a team and as an integral part of industry.

At first progress was slow. There were few trained men who were
interested in and available for industry; proper experimental tools
suitable for industrial problems were few and in many cases non-
existent; management was skeptical of the value of the new “ex-
pense” department as it was frequently termed, and the older “prac-
tical” men were in many cases frankly antagonistic. In addition, there



140 THE LABORATORY—

were no guides as to how best to coordinate the new activity with the
existing organization.

Gradually, however, and with ever-increasing acceleration progress
was made. Problems, which were clearly beyond the capacity of the
existing organization, were solved and confidence and respect de-
veloped ; tools were created ; universities began to attract and train
men for a life in industrial rather than fundamental science; the
team was organized and began to pour out on industry applications
of new knowledge, the utility—in many cases even the existence—of
which was unsuspected by management, and the value of organized
industrial research as an instrument of progress was certified to by
the spread of the idea into more and more fields.

The period of the World War and the two decades since have wit-
nessed an astounding growth both in the number, size, and functional-
ization of industrial research laboratories. There is now little or no
question raised as to their value. Through it all the fields of their
origin are still largely the fields in which they have attained their
largest size, their most complete functionalization, and their greatest
efficiency. As one surveys the fields of industry based on applied
science, he can not but be struck by the fact that those which have
made the most progress and are in the strongest position are those
in which the research laboratory is well developed, and its function
and value well understood and supported. Nor can he fail to be struck
by the fact that many industries, once healthy and powerful, but now
in a distressed condition, are those in which the research laboratory
is either poorly developed or non-existent and the management lack-
ing in a real understanding of its functions and possibilities.

Volumes have been written about the achievements of the industrial
laboratory. Most of it is true, in the main, although some of it has
been dressed up in gaudy clothes by the publicity man much to the
annoyance of his research associate. Whatever the basis, there are
probably few who do not admit that the laboratory does produce as-
tounding results—many go further and credit it with ability to do
the impossible.

While all of this is now taken more or less for granted, there is
one aspect of industrial research which, it seems to me, has thus far
failed to receive the attention it deserves. I refer to appraisal of the
research laboratory and to the attitude of the management toward
this function of their business by those called upon to examine and
advise concerning the stability of an undertaking prior to the invest-
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ment of funds. Were I called upon to form such a judgment of an ap-
plied science undertaking, these points would be the first I would
inquire about. If I found the attitude of management indifferent or
essentially uninformed and the research function poorly organized, I
would consider the business unstable no matter what the current
financial statement might show.

To me such a condition would evidence danger both from com-
petitors in the same field of activity and more danger from entirely
unsuspected competition of new alternative goods or services from
outside. If, on the contrary, the research function was well organized
and supported and the attitude of management was based on really
informed understanding, I would consider that the business was
insuring against future contingencies and was in a strong position to
maintain leadership and to survive.

Possibly a life spent mainly on the research and development side
of a highly technical applied science industry has caused me to accord
an undue weight to these factors among the many that must be con-
sidered by those contemplating the safe investment of funds. Whether
this is so or not, clear understanding of what organized industrial re-
search is capable of doing for the business of which it is a part cannot
but convince one that it is a very potent factor in determining the
success of the undertaking.

Primarily and principally, the research laboratory produces new
and improved things in a specialized field. It takes the established
facts of fundamental science research and, using exactly the same
powerful tools by which these facts were obtained, it manipulates
them to produce old things better and cheaper or entirely new things
of interest to the industry. These alone would justify the maintenance
of the laboratory, since they are the things which guarantee leader-
ship.

But the research laboratory does much more than this. In so far
as its achievements are subject matter for patent protection it pro-
vides management with a currency which is more potent than gold
in insuring complete freedom of action and in some cases even the
right to live. Modern applied science industry is so complex, involves
so many things of science, and is developing rapidly in so many
directions, that no single unit, however large and however well
equipped its research department, can hope to produce all the new
:deas which are essential to its well-being. When one of these neces-
sary ideas is developed and patented on the outside, a license to use
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must be purchased. If the idea is in the hands of a competitor,
money alone may be of no avail with an unwilling seller. Where,
however, the prospective purchaser is possessed of an adequate re-
search department, it can, more frequently than not, provide a
currency in kind which can be used in a bartering operation of cross-
licenses. In many cases this barter currency or wampum is already
at hand, produced in the primary operation of the laboratory and
so the new thing is purchased without addition to the capital or oper-
ating accounts.

With the growth in number, size, and efficiency of industrial re-
search laboratories, their potentialities for producing new things em-
barrassing to competitors has become increasingly evident. The result
is a growing tendency in cross-licensing to provide automatically and
in advance for an interchange of rights throughout the duration of
the contract.

A principal reason for this necessity is because the power of or-
ganized research is primarily the power of trained minds employing
a powerful method and manipulating a vast store of established
facts. Thus the organization can turn its weapons of creation in any
one of many directions and overnight almost become as skillful as
a similar group long established in the field.

In another direction also the research laboratory is a powerful aid
to management, particularly when a large part of its activities are
directed toward a somewhat distant future. Such activities mark out
accurately the future path of industrial progress and so enable man-
agement to make plans with a much higher degree of certainty than
would be possible otherwise. Likewise, they place it in position to
judge quickly and accurately the value of a new idea or trend injected
from the outside and for which substantial values are claimed by
its proponents.

The larger the proportion of the laboratory’s work that is devoted
to the problems which deal with the fundamental, rather than the
current, interests of the industry the more valuable in general are
the results. This is true both as to the new things it produces and
in its aid to management in meeting competition and in planning for
the future.

The great modern applied science industry is a complex affair in
which the cooperative functioning of many departments frequently
masks the fundamental factors on which the success or failure of the
business ultimately depends. In the last analysis, these are physical
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things and it is safe to say that no amount of ability in the financial
or commercial departments can more than temporarily offset inherent
deficiencies in the physical things in which the business is grounded.
When these are allowed to become obsolete, the operating depart-
ments and the business begin to decline. It is the function of the
research laboratory to prevent this obsolescence.

The power of the industrial research laboratory resides in the
philosophy of controlled experimentation and in organized coordi-
nated attack by trained specialists on each element of a problem. It
differs from the fundamental science research laboratory only in
that the work of the latter is but loosely coordinated and that it has
a definite utilitarian objective for its work rather than a mere seek-
ing after new knowledge for its own sake. In it every problem
to be attacked is first analyzed and dissected into its component parts,
each one of which becomes the problem of a specialist or group of
specialists. When their work is completed, the parts are synthesized
into a complete solution.

The process is one which, when properly carried out, practically
precludes the possibility of a major technical failure in the act of
commercialization. The reason for this is that the final solution is
one arrived at by the discovery and correction of a large number
of minor defects or errors of assumption. As a result the chance
of a major defect remaining in the final answer is practically non-
existent.

Many of the great applied science industries which are of major
importance to us at present had their origins in the laboratory and
owe their present state and their future prospects to industrial re-
search. To name but a few, this is true of applied electricity whether
in the fields of light and power or of communication ; of organic and
inorganic chemistry; of sound and light as they appear in talking
motion pictures ; in many forms of metallurgy ; of everything pertain-
ing to aeronautics ; to the internal combustion engine; and to a host
of other things. In every field each step forward is making us more
dependent on the laboratory and is taking the laboratory deeper into
the realm of fundamental science.

While innumerable illustrative examples to show all this can be
selected from any field of applied science, it may be interesting in
conclusion to cite a few from the field of electrical communication,
which is the one with which I am most intimately familiar. Mainly,
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they are the work of the Bell Telephone Laboratories, the research
department of the Bell System.

Possibly the most striking thing about telephone service in the
United States and the one most commented on and inquired about is
the completing of an asked-for connection to a distant telephone any-
where on the continent in a few seconds, while the calling subscriber
remains at the telephone. It is a thing which could not have been
done a few years ago and which practically cannot be done now any-
where else in the world.

That it is possible is because the research men have solved the
problems of creating adequate transmission circuits from every cen-
tral office to every other central office at such low cost that they can
be provided in sufficient profusion to guarantee against “circuit busy”
conditions in the vast majority of cases even at times of peak demand.
They have done this by applying much new knowledge in many new
ways. They have developed powerful energy-amplifying devices
which have made it possible to give better transmission over fine cop-
per wires than could be given a few years ago over wire many times
larger and so many times more costly. Even this, however, was not
sufficient to permit vaulting the economic hurdle on many of the
routes. Since mechanical stability and integrity places a limit to
reduction in wire size long before the electrical limit is reached, this
hurdle could only be jumped by making each circuit carry many
conversations at the same time.

Present success in this direction may be judged by the fact that
for certain classes of long-distance circuits, systems are now standard
in which sixteen separate telephone conversations are trans-
mitted simultaneously over the same facilities which a few years ago
were capable of handling but a single conversation. Experimentally,
we also have in operation systems which will transmit many hundred
messages over a single channel,

While these statements are not to be construed as meaning that the
added facilities are obtained without cost, they are obtained at a
fraction of the cost that would be entailed in providing them other-
wise—a cost so high as to be economically prohibitive. :

Still having in mind the problem of “no delay” service and its de-
pendence on a profusion of circuits on every route of a vast net-
work, let us turn now to an entirely different area in which the
laboratory has had to operate in order to make the service possible.
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Between the big cities, with their large volume of social and business
intercourse involving telephony, the problem is relatively simple once
the transmission problem is solved. Here the amount of traffic is
sufficient to justify groups of direct trunk circuits used exclusively
for terminating business, and inter-city business over them is handled
somewhat like business between two central offices in the same city.
It would, however, be most unsatisfactory to the public to have one
grade of expeditious service between big cities and an entirely dif-
ferent and inferior service everywhere else. Just what is involved
in assuring to a subscriber in Eastport, Maine, wishing to talk to
San Juan Capistrano, California, or to one in Red Wing, Minnesota,
wishing to talk to Biloxi, that each will receive substantially the same
kind of service he would obtain on a call from New York to San
Francisco?

Obviously, no matter how cheap the transmission channels might
be—even if they cost nothing—it would be impossible to provide
direct circuits between every pair of central offices. One call in a
lifetime, if any, would be the measure of usage over most of the
circuits and yet the telephone company must be prepared to give that
call instantaneously on demand, if it is made.

What the telephone company can and does provide are sufficient
circuits from all offices, however small, to their nearest toll centers,
and of proper transmission characteristics to handle all the local
and long-distance service that may be offered. What the research
laboratory has to cope with, therefore, is the problem of creating
mechanism for connecting circuits together instantaneously on de-
mand and, in addition, to make it so cheap and reliable and so ade-
quate from a supervisory standpoint that it too can be installed in
profusion without killing cost or without unnecessary drag on the use
of circuits. On many of the odd connections that are asked for, a
half dozen or more switches are required and yet the connections
are established while the calling party remains at the telephone and
the resulting circuit between the distant telephones is a good speech
channel.

This problem is so vast and intricate that it could not possibly be
solved except through the mechanism of thoroughly organized indus-
trial research. Its ramifications have led us into practically every
nook and cranny of fundamental physical science and to the develop-
ment of inanimate devices which have truly human intelligence.
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The story of transoceanic radio telephony by which the great wire
networks of separated continents are connected together; of radio
broadcasting ; of communication to ships and aeroplanes; of modern
message telegraphy and phototelegraphy and their operation simul-
taneously with telephony, and a host of other adventures in elec-
trical communication all present much the same picture of a powerful
method in operation.

Nor is the end of the road in sight, since each step forward makes
possible many other steps in the same direction if we have but the
desire, will, and intelligence to take them. In this field what men of
imagination fifty years ago envisioned largely as an act of faith, viz,,
a world-wide telephone system so complete, adequate, and cheap as to
offer no substantial bar to full and free intercourse, now seems
positively and certainly attainable.

As mentioned earlier, similar stories can be told of every field
where organized industrial research has been introduced into applied
science. In conclusion, all T would say is that the research labora-
tory, if not the most potent source of progress in industry, is certainly
one of the most potent. If proof of this is still wanting, just pic-
ture to yourselves what would happen to applied science industries
if the contributions of the laboratory during the past two decades
were to be suddenly withdrawn. Many of them would vanish and all
would shrivel to crude affairs measured by present-day standards.
Untold thousands of those now gainfully employed would be added
to those without work and the public would be deprived of goods
and services which we have come to consider necessities rather than
novelties or luxuries.

(Applause.)

Tue Cmairman: All of us are acutely conscious these days of
international problems. We feel a need for information on, and an
interpretation of, the facts and forces which may be expected to
influence the future. 1 know that the next topic, as well as the
speaker, has so keenly aroused your interest that you will brook no
delay on my part in introducing Mr. James G. McDonald, President
of The Brooklyn Institute of Arts and Sciences, Honorary Chair-
man of the Foreign Policy Association, and former member of the
editorial staff of The New York Times. 1 shall, therefore, con-
tent myself with mentioning the distinguished services rendered by
Mr. McDonald in the cause of international peace and good will
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when he held the post of League of Nations High Commissioner
for German Refugees, from 1933 to 1935. Ifor his work in the
evacuation of political refugees from Germany, Mr. McDonald has
been honored by the Queen of the Netherlands and has been
awarded the Albert Einstein Medal for Humanitarian Service.

It is with great pleasure that I present Mr. McDonald, who will
speak on “After Hitler's Triumph—What?” Mr. McDonald! (Ap-
plause.)

AFTER HITLER’S TRIUMPH—WHAT?
Mr. James G. McDonald then spoke as follows:
Mr. CHAIRMAN, LADIES, AND GENTLEMEN :

After Mr. Jewett’s scientific presentation, it might seem almost as
though we were degenerating into the realm of prophecy, judging
from this title of mine.

I had a special interest in Mr. Jewett’s talk, because one of my
oldest and best friends is one of the research men in his laboratory.
He was studying physics at Harvard while I was trying to learn
something about international relations and politics. I am sorry to
have to admit that in the twenty years since then his field has gone
forward and learned many things, and has accomplished much,
while my field seemingly has learned nothing, and what it has ac-
complished can be more than counterbalanced by what it has failed
to accomplish.

My title, “After Hitler’'s Triumph—What?”, is misleading be-
cause I am not going to tell you “what,” after Mr. Hitler’s triumph.
I am going merely to suggest to you what seem to me to be some of
the elements in that problem and then ask you to continue to watch
the headlines for the answer.

Any estimate of today’s international situation or the probabili-
ties of tomorrow’s developments must now begin with Munich. In
the first place, one must admit, whether he likes it or not, the essen-
tial elements in that Munich settlement. They are very simple and
perfectly clear.

Hitler won, at Munich, as complete a victory as he could have
imposed upon a defeated foe at the end of a long and victorious war.
That is the plain truth. I know there have been very skillful writers
who have sought to show that Hitler was somehow defeated at
Munich, but there is nothing in it. Hitler won completely, without
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firing a shot, the kind of a victory which we have seen in modern
times only at the end of a costly struggle. It was a victory over
Czechoslovakia, which remains dismembered; it was a victory over
Great Britain, whose Prime Minister was forced to do the errands
of the German dictator; it was a victory over France because Dala-
dier, the President of the French Council, was forced to join Cham-
berlain in the humiliating task of requiring that an ally should ac-
cept dismemberment ; it was a victory over Soviet Russia.

Some of you may say that is wholly good, and yet I remind you
that one of the most intelligent European statesmen recently said in
private at a small luncheon when I was still in that position of great
honor, on the editorial staff of The New York Times, “So long as
the Franco-Russian Alliance holds, there is no danger of war in
Europe. Once that Alliance between democratic France and Soviet
Russia is destroyed, Germany is free to do what it will in Eastern
Europe.” Hitler destroyed that Alliance at Munich for good or ill.

The principle of collective security, the chances for disarmament,
security of small states, were all defeated at Munich. The League of
Nations in session, the Assembly meeting at Geneva, was proved
again impotent, able merely to stand by and watch the destruction of
the foundation on which the League rests. And finally, world public
opinion, too, was defeated. Almost universally the world sympa-
thized with Czechoslovakia and it didn't mean a thing. Hitler won.
Those are the facts. Now, why? How did it happen that Hitler
did it?

His methods were two-fold. The first has been so much in the
headlines that one need merely refer to it: The threat of war. There
is no doubt that he made very clear to Chamberlain and to Daladier
that if Czechoslovakia did not yield, or was not forced to yield by the
pressure of its friends, there would be war. But there was a second
method, a second threat, which I, myself, think was more influential
in forcing Chamberlain and Daladier to yield than the mere threat
of war. [ wasn't at Berchtesgaden or Godesberg or Munich, but I
suspect that Hitler talked to Chamberlain somewhat like this, after
having presented the threat of war. I can imagine him saying to the
British Prime Minister, “If war comes, there can be only two re-
sults; either Germany wins, which would be bad for Britain and
France, or Germany loses, which will be worse for Britain and
France.”
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That may seem like a non sequitur but its argument was telling.
What Hitler meant was this, that if Germany were defeated by a
combination of Britain, France, and Soviet Russia, the sole victor
might be Communism and Stalin the residuary legatee of a Europe
in chaos.

Personally, I don’t accept that as sound, but I am almost certain
that Daladier and Chamberlain thought the probabilities were such
that they preferred not to take the risk.

This was no new threat. Germany, in private, not merely through
its politicians but through its economic leaders, has been saying to
the conservatives in Great Britain and France, and in this country,
that should Germany again be surrounded by a group of powers
and defeated in war, the Germans would tear down the pillars of
the temple of European civilization. But beyond these threats, the
threat of war and the threat of a Communism dominant in Europe,
were, of course, certain fundamental factors which made Hitler’s
success possible. The first was the fact that the Czechoslovakian
settlement was the product of war, the product of a peace treaty
imposed by force, maintained over a period of two decades by states-
men who never did anything in time. You could sum up the whole
history of the post-war period in a single phrase: “Nothing ever
done adequately in time.” That is the whole story.

Following the war, the victors could have done one of two things:
Either they could have said to themselves, “Germany will be kept in
its place by force,” or they could have said, “We must live at peace
with Germany and, therefore, we shall follow consistently and
intelligently a policy of conciliation,” and have had a chance, at any
rate, of bringing Germany back into an integrated and peaceful
Europe. They did neither. And, of course, the United States is
not without blame because we took our toys and came on home, and
left a peace settlement, which was premised upon our active co-
operation, to go to ruins.

Czechoslovakia, then, was a product of war, and as soon as Ger-
many was strong enough it used force to destroy that product which
was a creation of force, and the Czechs, being human, were acting '
like human beings and did not make the concessions in time to the
German minority to reconcile them finally to Czech rule.

Moreover, in France and Britain during recent years, there has
been a growing feeling among the conservatives that Germany must
be permitted to expand somewhere. Therefore, better permit her
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to expand eastward, better risk a defeat of Russia at the hands of
Germany than a Germany enraged to the point where, as I sug-
gested earlier, it might bring the whole of Europe to ruins.

Hitler knew, then, that there was this strong body of conservative
opinion in France and Britain fully prepared to sacrifice Czecho-
slovakia up to a limit, not as far as actually happened perhaps, but
up to a limit in order to maintain peace. And, besides, there was in
all the European countries—Germany as well as Britain and France
—the overwhelming desire for peace.

But there was this difference between the situation in Germany
and the allied countries—in Germany the peace sentiment could
not be voiced. It was without effect upon shaping the policy of
Hitler. But in France and Britain, the peace sentiment was voiced
everywhere. It profoundly influenced Chamberlain and Daladier.
They could not avoid feeling it. And we in America are in no posi-
tion to jibe at the British and the French for that peace sentiment.
After all, as Andre Siegfried said in the very midst of the crisis in
a private conversation, France cannot bear another war in one gen-
eration. And the British had suffered so in the last war that they
could not bear it either.

The measure of their suffering was brought home to me some
years ago by an Englishman of my own generation who said, “There
is not alive today a single one of my friends of my generation, not
one,”

Britain and France were desperately anxious to avoid the
slaughter, within this generation, involved in a new war. The Ger-
mans were just as anxious, but Hitler didn’t have to take any ac-
count of that desire.

Quite aside from these considerations, one cannot understand
Hitler’s victory without having a better appraisal of the man than
is common in the minds of most of us. At the risk of being mis-
understood, I want, for a few minutes, to give you some of the ele-
ments of strength which I think inhere in that terrible personality.

I first saw Hitler at work in the fall of 1923, when I happened
to live in the same hotel with him for a couple of weeks. I saw him
at work again in the spring of 1933, at the time I interviewed him.
I saw him repeatedly at work in subsequent trips to Germany. And,
for two years and a quarter, I spent my time doing what little I
could to bind up the wounds of the victims of an unspeakable
tyranny and oppression.
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So in what I say about the elements of strength in this man there
is nothing of admiration for him, but there is no use thinking of a
man as weak merely because you don’t like him. That is a very dan-
gerous attitude in international politics, and I imagine it would
be even in the competitive field of insurance.

Hitler is a fanatic, and he has all the elements of strength of
fanaticism. But he is a fanatic who has always managed to stop
just short of disaster. Therefore, he is much more than a fanatic.
He is a mystic; that is, he doesn’t reason things out; he has no part
or parcel of the sort of laboratory method to which Mr. Jewett was
referring. He gets his hunches; he dreams; he communes with
forces outside himself. And yet he never rides those hunches to the
point of disaster. His fanaticism and his mysticism give him a great
internal strength, a sense of complete assurance in time of crisis.

He is also a great organizer—I think one of the greatest organ-
izers in the world today. IHow else could he have done what he has
done in fifteen years? Who was he in 19237 He was one of mil-
lions of forgotten, insignificant, utterly powerless German ex-sol-
diers—that is all, one. A corporal, gassed, forgotten.

In ten years, he built up an organization which took over the
government of Germany. In the five years and more since he be-
came Chancellor, he has won victory after victory over the greatest
powers in the world and over the combination of those powers. Or-
ganizing capacity he has, both from the point of view of the mass
of Germans and from the point of view of keeping peace, if not
harmony, among the Nazi leaders.

He has, too, that extraordinary capacity of knowing just how
far he can go—the perfect gambler, willing to take the utmost
chance, but always stopping just short of disaster. And with all
of those qualities, he has the thing that makes everything else pos-
sible, an uncanny sense of timing, of knowing when to take this
last desperate chance. And the measure of the man lies in the
fact that repeatedly—when he entered the Rhineland, when he
conquered Austria, when he forced the issue on Czechoslovakia—he
went counter to the advice of his technical supporters, counter to
the advice of the Foreign Office, and against the judgment of his
own general staff. That is the kind of man he is, and don’t let
anybody tell you that he is a sort of a dummy pulled about by
forces back of the screen. It isn't true.
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He was the real answer to the victory at Munich, and when
Chamberlain went to Berchtesgaden assuming that he could reason
with this man, he made a fundamental mistake. Hitler did no
reasoning. He {fold Chamberlain, and Chamberlain did Hitler’s
bidding.

Well now, what next? I don't know. Many things have hap-
pened since Munich. For one thing, Czechoslovakia has done the
only thing which it could do. It has scrapped its democracy. Benes
is in exile. His friends are out of office. Czechoslovakia is to all
intents and purposes a part of the Reich economically. As it is, Ger-
many is even stronger than if it had overrun and incorporated
Czechoslovakia in the Reich itself. Great Britain has learned that
Chamberlain’s gift to Hitler has been answered by new attacks upon
Great Britain’s position in all parts of the world.

This afternoon’s paper carries a streaming headline, “Italy Ready
to March on France.” Well, it doesn’t mean war tomorrow. It
simply means that Italy now feels strong enough to indicate to
France that sooner or later France must make fundamental conces-
sions to Italy in North Africa, or else there will be the danger
of war.

And Germany turns to Britain and says, “Sooner or later, per-
haps sooner, we must have our colonies back.” In other words,
there is not the slightest indication that Germany has been satisfied
by its gains at Munich, not the slightest proof that the appetite
has been appeased. On the contrary, there is excellent proof that
the appetite has merely been whetted by what it has fed upon. If
one needed any better indication, he could cite the unspeakable
and indescribable attitude of the Reich following the murder of a
Third Secretary in the Paris German Embassy by a half-crazed boy
of 16 or 18, whose parents had been expelled from Germany under
conditions which risked their lives—penalizing a whole people, who
had no responsibility, by a fine of $400,000,000, penalizing them
by depriving them of the last basis of their economic subsistence,
and announcing unofficially, but nonetheless clearly, that if a so-
called Jewish gun, or one purchased with Jewish money, should
attack a single high Nazi official, death will be the penalty paid by
all the 450 or 500 thousand Jews in Germany. That attitude of the
Reich has taken off the mask, has enabled all the world to see the
kind of standards and ethics and principles which these men intend
to practice.
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No wonder, then, that when Chamberlain came back from Munich
he was a much wiser man than when he went. You remember
that when Chamberlain came back he made a speech in the House
of Commons in which, in effect, he said, “I have brought back
peace with honor.” But when you are reading the public addresses
of statesmen, it is important to read between the lines. The signi-
ficant matter in Chamberlain’s speech was not that about peace with
honor. It was the closing paragraphs in which he said, “Britain
must rearm more rapidly and more effectively than ever before.
We must strengthen those weak spots in our defenses which were
disclosed by the crisis of recent weeks.”

Chamberlain’s real estimate of the peace which he made at
Munich is the speed with which Britain is seeking to overcome the
armament handicaps under which it then suffered. In short, the
prospect after Munich is a prospect grim and terrible.

Last night, on the Town Hall program on the air, I heard Mr.
Van Zeeland speak about his plan for economic appeasement and
the discussion that followed. But the crux of the matter Van
Zeeland, himself, admitted, when he said that the eleven months
which had passed since his plan was proposed had immeasurably
worsened the situation, and he, in effect, admitted that it had
weakened the prospect of any success of any program of interna-
tional economic conciliation, for the world today has seen that force
in the last analysis is all that matters in Europe, all that matters
in the Far East—and therefore, every great country, including our
own, is straining its resources to the utmost to be ready.

My former colleague, Mr. Arthur Krock, who writes so brilliantly
on the editorial page of The New York Times, has been speaking
about President Roosevelt's rearmament program as the Fourth
New Deal. He implies a little that the President is glad of
this opportunity to find a new way to spend large amounts of
money. Well, I take sides neither with Mr. Krock nor with the
President, but this is certain: the responsible people in the
United States, charged with the defense of this country, are con-
vinced that we must do more than we have ever done before, more
than was ever seriously contemplated, if the United States and South
and Central America are to be free from attack. In short, the
aftermath of Munich has not been peace; it has been ever more
feverish preparations for a gigantic and indescribable destruction.
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And where does it leave us in the United States? Our policy is
fairly clear: First, rearmament to the point where we can defend
ourselves, our interests, and South and Central America. That is a
huge problem, involving billions of expenditure, and yet one can’t
be sure that it is enough. In the second place, there is the “good
neighbor” policy which Mr. Cordell Hull has so brillantly, so tena-
ciously, and with such character been able to advance. Good as far
as it goes, it will be moved a step forward at Lima within the next
few weeks.

Then, too, there is Mr. Hull’s free trade policy—I'm sorry, I will
be speaking like the Tribune, if I call it “free trade policy”
(laughter)—not free trade, but his reciprocal trade arrangements, a
sane move in an almost insane world, and yet of only limited applica-
tion, only a small dent against an overwhelming tendency of each
nation to live unto itself in its worship of the principle of autarchy
and economic self-sufficiency.

Now that, as I see it, is as far as our government sees ahead—
rearmament, “good neighbor” policy, the Hull trade treaties, and, of
course, the maintenance, as far as we can, of certain American rights
in the Far East. But one wonders whether this is sufficient. One
may reasonably ask whether this is all that the United States can
do or shall do to carry its full weight in this attempt to stave off
new war.

I don’t know the answer, but I have a sort of hunch that these
things are not in themselves sufficient ; that unless the United States,
cooperating with other great powers, manages to rebuild the institu-
tions of peace, to strengthen them beyond what they were even at
the most hopeful moments after the War, unless we can erect new
and firmer dikes against the forces leading to war, then my children
and your children will again be faced with the kind of challenge
which faced us in 1915 to 1917.

I know there are some people who say that it doesn’t matter, be-
cause we have learned a lot and we will not again be drawn into a
European struggle. We know that it only means failure, loss of
money, lives, and the rest. And yet I wonder if we can be quite
sure about it. I wonder whether if the new conflict came, if the
division of forces were somewhat akin to what it was in 1914 to
1917, and if at the end of two or three years, or sooner, it seemed
as if France and Great Britain were desperately threatened, if we
would stay out? Perhaps, but it is by no means sure.



RESOLUTIONS 155

So I think—though I don’t speak with authority and I put it for-
ward with difidence—that the United States will not have made its
full contribution towards increasing those slender chances of avoid-
ing the unspeakable tragedy of a new world war, with all of the
scientific advantages which Mr. Jewett and his colleagues in the
scientific laboratories are creating for the possibilities of destruction,
the United States will not have played its full role, unless we con-
tribute intelligently and cooperatively and courageously toward re-
building some system of sane and peaceful relations among the
nations.

(Applause.)

Tre CHAIRMAN: Mr. McDonald, we thoroughly enjoyed your
very, very interesting talk, and are indebted to you for coming to
us. (Applause.)

I shall now ask for the report of the Resolutions Committee by its
Chairman, Mr. E. E. Rhodes.

Mgr. E. E. Ruopks : The Committee on Resolutions presents three
resolutions, as follows:
I
RESOLVED, That this Convention is grateful to the several speak-
ers for their contributions to the success of the meet-
ing. Representing widely varied fields of human
endeavor, their messages have portrayed a common
interest in America’s human values. The Manager
is directed to cause the several addresses to be repro-
duced in the Proceedings of this Convention.

11

RESOLVED, That the grateful thanks of this Convention be ex-
tended to our Chairman, who, by his inspiring leader-
ship, has importantly contributed to the success of
this Convention.

111

RESOLVED, That the gratitude of the Convention be expressed to
the Manager and his associates for arranging the
distinctive program of this Annual Meeting and for
their successful administration of the Association’s
activities during the year.
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(Mr. Rhodes moved the adoption of the resolutions. The motion
was duly seconded and unanimously carried.)

THE CHAIRMAN: I wish to say to all of you that I have thoroughly
enjoyed serving as your Chairman. The meeting is adjourned.

(The Thirty-second Annual Convention thereupon adjourned at
4:10 o'clock, sine die.)
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and Tax Burdens. By William G. Curtis, President, National
Casualty Company. December, 1916,

Government by Default. By Hon. Job E. Hedges, General Counsel,
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Relationship of Life Insurance to the Development of Our Nation. By
Hon. Claude W. Fairchild, President, National Convention of
Insurance Commissioners; Commissioner of Insurance of Colorado.
December, 1918.
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M.D., Indianapolis, Ind. December, 1923.

Insurance of Impaired Lives and Its Fconomic Aspects. By Arthur
Hunter, LL.D., Second Vice-President and Chief Actuary, New
York Life Insurance Company. December, 1930.

Lengthening Life Through Legislation. A Report by the Health
Committee of The Association of Life Insurance Presidents. De-
cember, 1913.
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Life and Death in 1930—National Health Rescrves, Actual and Poten-
tial. By Harry W. Dingman, M.D., Vice-President and Medical
Director, Continental Assurance Company. December, 1g30.

Life Insurance in the Service of America’s Health. By Robert A.
Fraser, M.D., Chief Medical Director, New York Life Insurance
Company. December, 1034,

Life Saving Results—Economic and Social. By Henry S. Nollen,
Eresident, Equitable Life Insurance Company of Iowa. Decem-
er, 1926.

Life Waste in 1922—Its Warning and Its Lesson. By Augustus S.
Knight, M.D., Medical Director, Metropolitan Life Insurance Com-
pany. December, 1922,

Medical Resources and Mortality Trends. By William Muhlberg,
M.D., Vice-President and Medical Director, The Union Central Life
Insurance Company. December, 1933.

1937 Mortality Trends—A Review of Ten Months’ Experience. By
Charles L. Christiernin, M.D., Medical Director, Metropolitan Life
Insurance Company. December, 1937.

Mortality Trends and Health Triumphs. By Chester T. Brown, M.D,,
Medical Director, The Prudential Insurance Company of America.
December, 1933.

National Health Improvement in 1927. By George T. Wight, Secretary
and Manager, The Association of Life Insurance Presidents. Janu-
ary, 1028.

National Health in the Life Insurance Mirror. By Hon. Robert Lynn
Cox, Third Vice-President, Metropolitan Life Insurance Company.
December, 1921.

The Next Job in Preventive Medicine. By Edwin W. Dwight, M.D.,
Medical Director, New England Mutual Life Insurance Company,
December, 1925.

The Problem of the Disabled Policyholder. By Arthur Hunter, Chief
Actuary, New York Life Insurance Company, December, 1025.
The Problem of the Prolongation of Life. By Alexis Carrel, M.D,,

Member, Rockefeller Institute. December, 1037.

Progress of the Warfare Against Disease. By Oscar H. Rogers, M.D,,
Chief Medical Director, New York Life Insurance Company. De-
cember, 1924.

Protect the Individual in the Middle Span of Life. By Charles H.
Mayo, M.D., Head of Mayo Clinic, Rochester, Minn. December, 1024.

Pushing Back the Death Line. By Henry W. Cook, M.D., Vice-Presi-
dent and Medical Director, Northwestern National Life Insurance
Company. December, 1929.

Reclamation of Men Rejected by the Draft and Its Relation to Life
Insurance, By John H. Quayle, M.D., Cleveland, Ohio. December,
1017.

The Relation of Sanitary Engineering to Public Health. By Rudolph
Hering, D.Sc., Consulting Engineer, New York. December, 1914.

Relationship of Dentistry to Health Conservation. By Harvey J.
Burkhart, D.D.S,, Director, Rochester Dental Dispensary; former
President of International Dental Congress. December, 1918.

The Relationship of Life Insurance to National Physical Prepared-
ness. By Hon. Elmer E. Rittenhouse, Commissioner, Public Service
and Conservation, The Equitable Life Assurance Society of the
United States. December, 1016,
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The Reporting of Disease—The Next Step in Life Conservation. By
Louis L. Dublin, Ph.D., Statistician, Metropolitan Life Insurance
Company. June, 1914.

Security and Equity Through Sound Selection. By Ray D. Murphy,
Vice-President, The Equitable Life Assurance Society of the United
States. December, 1932.

Some Medical Problems of Today and Tomorrow from a Life Insur-
ance Viewpoint. By Eugene F. Russell, M.D., Medical Director, The
Mutual Life Insurance Company of New York. December, 1936.

The Story of Life and Death in 1923. By Harry Toulmin, M.D,
Vice-President and Medical Director, The Penn Mutual Life Insur-
ance Company. December, 1923.

#A Suggestion Concerning the Increased Longevity of Life Insurance
Policyhalders. By Burnside Foster, M.D., St. Paul, Minn. April,
1909.

Thrift in Health—Application of Lessons of Military Sanitation to
Peace Times. By Major-General William C. Gorgas, former
Surgeon-General of the United States Army. December, 1018.

A World’s War Against Disease, By John K. Gore, Vice-President
and Actuary, The Prudential Insurance Company of America,
December, 1927.

Insurance Supervision

The Attitude of Present-day Insurance Supervision. By Hon. William
T. Emmet, Superintendent of Insurance of the State of New York
December, 1912

Cooperation in State Insurance Supervision. By Hon. Wesley E. Monk,
Commissioner of Insurance of Massachusetts. December, 1926.

A Departmental View of Uniformity. By Hon. John A. Hartigan,
President, National Convention of Insurance Commissioners ; Insur-
ance Commissioner of Minnesota. January, 1910,

Essentials and Non-essentials in Insurance Supervision. By Hon.
Thomas B. Dgnaldson, President, National Convention of Insur-
ance Commissioners; Insurance Commissioner of Pennsylvania.
December, 192I1. :

Exploring the Frontier of State Comity. By Hon. Albert S. Caldwell,
President, National Convention of Insurance Commissioners; Com-
missioner of Insurance and Banking of Tennessee. December, 1927.

How Adequate Supervision May Promote Insurance Progress. By
Hon. Herbert O. Fishback, President, National Convention of In-
surance Commissioners; Insurance Commissioner of State of Wash-
ington. December, 1923.

Human Problems of Insurance Supervision. By Hon. William A,
Tarver, President, National Convention of Insurance Commissioners;
Chairman, Board of Insurance Commissioners of Texas. December,
1932.

Insurance Supervision—Its Responsibilities and Its Responses. By
Hon. George A. Bowles, President, National Association of Insur-
ance Commissioners; Superintendent of Insurance of Virginia.
December, 1937.

Insurance Supervision and National Unity. By Hon. Charles R.
Detrick, President, National Convention of Insurance Commis-
sioners; Commissioner of Insurance and Banking of California.
December, 1928.
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Is Supervision at the Crossroads? By Hon. Frank N. Julian, Presi-
dent, National Association of Insurance Commissioners; éupenn-
tendent of Insurance of Alabama. December, 1938.

Life Insurance from the Viewpoint of a Supervising Official. By Hon.
William R. C. Kendrick, President, National Convention of Insur-
ance Commissioners; Commissioner of Insurance of lowa. Decem-
ber, 1923.

*Modern Cooperative Methods to Meet Modern Tendencies of Govern-
ment Control. By Hon. Robert Lynn Cox, General Counsel and
Manager, The Association of Life Insurance Presidents. Address
delivered before The Board of Casualty and Surety Underwriters.
Qctober, 1910.

Modern Standards of Supervision. By Col. Howard P. Dunham,
President, National Convention of Insurance Commissioners; Insur-
ance Commissioner of Connecticut. December, 1929,

Progress Towards Uniformity in Insurance Supervision. By Hon.
Garfield W. Brown, President, National Convention of Insurance
Commissioners; Commissioner of Insurance of Minnesota. Decem-
ber, 1033.

Protecting American Foresight Through Sane Insurance Legislation.
By Hon. Ernest Palmer, President, National Association of Insur-
ance Commissioners, Director of Insurance of Illinois. December,
1936.

The Public Service of Insurance Supervision. By Hon. Dan C. Boney,
President, National Convention of Insurance Commissioners; Insur-
ance Commissioner of North Carolina. December, 1934.

Reserves Built Through Supervision. By Hon. Clarence C. Wysong,
President, National Convention of Insurance Commissioners; Com-
missioner of Insurance of Indiana. December, 1g30.

Simplicity in Insurance Regulation—A Protection Against Waste. By
Hon. Platt Whitman, President, National Convention of Insurance
Commissioners; Commissioner of Insurance of Wisconsin, Decem-
ber, 1922.

Some Observations on Supervision. By Hon. Frank Hasbrouck, Super-
intendent of Insurance, State of New York. December, 1914.

The Stewardship of Insurance Supervision. By Hon. William A.
Sullivan, President, National Association of Insurance Commis-
sioners; Insurance Commissioner, State of Washington. December,
1935.

Supervision and Self-Supervision. By Hon. Charles D. Livingston,
President, National Convention of Insurance Commissioners; Com-
missioner of Insurance of Michigan. December, 1931.

Investments

Are Street Railways a Real Public Utility? By General Guy Eastman
Tripp, Chairman, Board of Directors, Westinghouse Electric and
Manufacturing Company. December, 1919,

Compulsory Investment Legislation. By Hon. Grover Cleveland, Chair-
man and Counsel, The Association of Life Insurance Presidents.
March, 1907.

*Compulsory Local Investments. By Hon. Thomas M. Henry, Commis-
sioner of Insurance of Mississippl, September, 1914.

Conguering New Transportation Frontiers. By Fred W. Sargent,
President, Chicago & North Western Railway Company. December,
1027,
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An Efficient Transportation Machine a National Necessity. By Howard
Elliott, President, Northern Pacific Railway Company. December,
1919.

Farm Morteages—Not a Lien But a Support. By Lee A. Phillips,
Vice-President and Treasurer, The Pacific Mutual Life Insurance
Company. December, 1923.

Financing Economic Progress. By Thomas I. Parkinson, President,
The Equitable Life Assurance Society of the United States. De-
cember, 1928,

Getting Closer to the Farmer. By Charles G. Taylor, Jr., Vice-Presi-
dent and Actuary, Atlantic Life Insurance Company. December,
1015.

Highways of Power. By Russell H. Ballard, President, Southern Cali-
fornia Edison Company. December, 1928.

How Life Insurance Funds Help to Feed the Nation. By Hon. C.
Petrus Peterson, General Counsel, Bankers Life Insurance Company.
December, 1924,

Interests in Commen of Savings Institutions and Life Insurance Com-
panies. By George E. Edwards, President, Savings Bank Section,
American Bankers' Association; President, Dollar Savings Bank.
December, 1016,

Investing for Security—A Life Insurance Service. By O. J. Arnold,
President, Northwestern National Life Insurance Company. Decem-
ber, 1034.

The Investment Side of Life Insurance Stewardship. By Arthur M.
Collens, President, Phoenix Mutual Life Insurance Company. De-
cember, 1935.

Tnvestment Tendencies in Changing Times. By T. A. Phillips, Presi-
deng, The Minnesota Mutual Life Insurance Company. December,
1938,

Investment Trends and Traditions. By William A. Law, President,
The Penn Mutual Life Insurance Company, December, 1031

A Letter to Hon. James E. Ferguson, Governor of Texas, on Effect of
the Robertson Law. By Hon. Robert Lynn Cox, General Counsel
and Manager, The Association of Life Insurance Presidents. Janu-
ary, 1915.

*Life Insurance and Valuations. Editorial from The Journal of Ac-
counfancy.

Life Insurance Companies’ Investments of the Decade 1904-1014 Ana-
lyzed, By Orlow H. Boies, Statistician, The Association of Life In-
surance Presidents. December, 1916,

Life Insurance Farm Loan Investments in War Time. A report. By
George T. Wight, Secretary and Manager, The Association of Life
Insurance Presidents. August, 1918.

Life Insurance Investments—A Material Resource of American Fore-
sight. By Hon. Guy W. Cox, President, John Hancock Mutual Life
Insurance Company. December, 1930.

Life Insurance Investments—What, Where and Why? By Haley
Fiske, President, Metropolitan Life Insurance Company. Decem-
ber, 1920.

Life Insurance Investments as a National Resource. By Bradford H.
Walker, President, The Life Insurance Company of Virginia. De-
cember, 1933.

Life Insurance Investments, with Special Reference to Farm Mort-
gages. By Hon, Robert Lynn Cox, General Counsel and Manager,
The Association of Life Insurance Presidents. December, 1915.
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