William W. Scranton I 215.256.5000

Chairman of the Board www.harleysvillegroup.com
. 355 Maple Avenue
;“ * Harleysville, PA 19438
*
Harleysville
Good people to know

March 25, 2008

Dear Harleysville Group Inc. Stockholder:

You are cordially invited to attend the Annual Meeting of the Stockholders of Harleysville
Group Inc. at the Company’s headquarters, 355 Maple Avenue, Harleysville, Pennsylvania, on
Wednesday, April 23, 2008, at 10:30 a.m.

At the meeting, stockholders will vote on three scheduled items of business. The items
and the votes the Board of Directors recommends are;

ltem Recommended Vote
1. Election of Class C Directors FOR
2. Approval of the Amended and Restated FOR
Employee Stock Purchase Plan
3. Ratification of Independent Registered Public FOR

Accounting Firm

We also will discuss Harleysville Group’s 2007 operations and will be pleased to answer
your questions about the Company. Enclosed with the accompanying proxy statement are your
proxy card and the 2007 Annual Report.

We look forward to seeing you on April 23, 2008. Whether or not you plan to attend the
meeting in person, it is important that your shares are represented at the Annual Meeting.
Please complete, sign, date, and return the enclosed proxy card in the envelope provided in
order that your shares can be voted at the meeting as you have instructed. If you choose, you
may alternatively vote by telephone or via the Internet instead of voting by proxy card. There
are instructions about these voting alternatives in the proxy statement.

Sincerely,

William W. Scranton Il



Robert A. Kauffman 215.256.5000
Secretary www.harleysvillegroup.com
S 355 Maple Avenue

Harleysville

Good people to know

HARLEYSVILLE GROUP INC.

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD APRIL 23, 2008

To the Stockholders of
HARLEYSVILLE GROUP INC.

The Annual Meeting of Stockholders of HARLEYSVILLE GROUP INC. will be held at
10:30 a.m., Wednesday, April 23, 2008, at its headquarters at 355 Maple Avenue, Harleysville,
Pennsylvania 19438, for the following scheduled items of business:

1. To elect the Class C directors;

2. To approve the Amended and Restated Employee Stock Purchase Plan; and

3. To ratify KPMG LLP as the Company’s independent registered public accounting
firm.

We also may transact such other business as may properly be presented at the meeting.

Your Board recommends a vote to elect the nominated directors, to approve the
Amended and Restated Employee Stock Purchase Plan, and to ratify KPMG LLP as the
Company’s independent registered public accounting firm.

For further information on these proposals, please read the proxy statement that follows.

The Board of Directors has fixed the close of business on March 3, 2008 as the record
date for determining the stockholders entitled to vote at the Annual Meeting.

This notice, the proxy statement, the proxy card, and the 2007 Annual Report to
Stockholders are being distributed to stockholders on or about March 25, 2008.

By Order of the Board of Directors,

A A

Robert A. Kauffman

March 25, 2008
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ANNUAL MEETING OF STOCKHOLDERS
Purpose of Proxy Statement

The Board of Directors of Harleysville Group is soliciting your proxy for voting at the
2008 Annual Meeting of Stockholders to be held April 23, 2008, at the headquarters of the
Company. This proxy statement is being distributed to stockholders on or about March 25,
2008.

Matters to be Voted Upon

At the Annual Meeting, stockholders will vote on the election of three Class C directors:
W. Thacher Brown, Mirian M. Graddick-Weir, and William W. Scranton lll. Please see pages
13-14 for information on the election of these directors. Stockholders also will vote on a
proposal to approve the Amended and Restated Employee Stock Purchase Plan (the ESPP).
Please see pages 16-17 for information on the approval of the ESPP. Additionally, stockholders
will be asked to ratify the selection of KPMG LLP as the Company’s independent registered
public accounting firm for 2008. Please see page 18 for information on the ratification of KPMG
LLP.

The Board of Directors knows of no other matters to be presented for stockholder action
at the meeting. If other matters are properly presented at the meeting, your signed and dated
proxy card authorizes either Arthur E. Chandler or Robert A. Kauffman to vote your shares in
accordance with his best judgment.

Voting Procedures
Who May Vote

Stockholders as of the close of business on March 3, 2008 (the Record Date) are
entitled to vote at the Annual Meeting. Each share of common stock is entitled to one vote.

How to Vote

Stockholders may vote:

e In person at the meeting, or

By mail by completing and returning the enclosed proxy card, or
By telephone (see instructions below), or

By Internet (see instructions below).

Quorum to Transact Business

A quorum for the transaction of business at the Annual Meeting consists of the
presence, in person or by proxy, of the holders of a majority of the issued and outstanding
shares of the Company’s common stock. As of the Record Date, 30,386,769 shares of
Harleysville Group’s common stock were issued and outstanding. If you attend in person and
indicate your presence, mail in a properly signed and dated proxy card, or vote by telephone or
via the Internet, you will be part of the quorum.

Vote Needed to Approve Each Item

The proposals to elect the director nominees and to ratify the selection of KPMG LLP as
the independent registered public accounting firm for 2008 will be approved if each such



proposal receives the affirmative vote of the holders representing a simple majority of all shares
present and entitled to vote. The proposal to amend the ESPP will be approved if the proposal
receives the affirmative vote of the holders of a majority of the Company’s issued and
outstanding common stock. As of the Record Date, Harleysville Mutual Insurance Company
(Harleysville Mutual) owned 15,942,837 shares (or approximately 52.5 percent) of Harleysville
Group’s outstanding common stock. The Company is thus a “controlled company” under
NASDAQ listing requirements. Harleysville Mutual has advised Harleysville Group that it will
vote in favor of the election of the nominees for director proposed by the Company, for approval
of the ESPP, and for the ratification of KPMG LLP. As a result, the director candidates
nominated by the Company will be elected, and the Amended and Restated Employee Stock
Purchase Plan and KPMG LLP’s selection as the Company’s independent public accounting
firm for 2008 will be approved regardless of the votes cast by other stockholders.

Voting of Shares via Proxy Card, Telephone, or Internet

If you submit a properly executed proxy card by mail, or vote by telephone or via the
Internet, your shares will be part of the quorum, and your shares will be voted as per your
instructions.

Voting by Proxy Card

If you submit a properly executed and completed proxy card by mail, your shares will be
voted as per your instructions. If you sign, date, and mail in your proxy card without indicating
how it should be voted on the election of the directors, or on the approval of the ESPP, or on the
ratification of KPMG LLP, your shares will be voted in favor of each such proposal. A proxy
card marked "withheld" regarding the election of director nominees, or “abstain” regarding the
approval of the ESPP or with respect to the ratification of KPMG LLP, will not be voted on for
that specific item, but will be included as present and entitled to vote for determining whether
the item has been approved. Broker non-votes are not considered as votes entitled to be cast
on a matter and, thus, will have no effect on the result of the applicable vote. A broker non-vote
occurs when a broker votes on some matters on the proxy card, such as election of directors,
but not on others because the broker does not have the authority to do so.

Voting by Telephone

To vote by telephone, please dial 1.800.560.1965. Please have your proxy card with
you when you call, because you will need certain identifying information included on the proxy
card to vote by telephone. Once you establish contact, follow the voice prompts to complete the
voting by telephone.

Voting via the Internet

To vote via the Internet, please log on to www.eproxy.com/hgic. Please have your proxy
card with you when you log on, because you will need certain identifying information included on
the proxy card to vote via the Internet. Once you establish contact, follow the instructions to
complete the voting via the Internet.



Revocation of Your Proxy

If you later decide to revoke or change your proxy, you may do so by: (1) sending a
written statement to that effect to the Secretary of the Company; (2) submitting a properly
signed proxy card with a later date; or (3) voting in person at the Annual Meeting. All of these
alternatives apply regardless of how you initially voted, i.e., by mailing in a proxy card, by
telephone, or via the Internet.

Duplicate Proxy Statements and Cards

You may receive more than one proxy statement, proxy card, or annual report. This
duplication will occur if your shares are registered in different names or your shares are in more
than one type of account maintained by Wells Fargo, the Company’s transfer agent. To have all
your shares voted, please sign and return all the proxy cards you have received, or separately
vote the shares described on the proxy card when voting by telephone or via the Internet. If you
wish to have your accounts registered in the same name(s) and address, please call Wells
Fargo, at 1.800.468.9716, or contact Wells Fargo through its Web site:
www.wellsfargo.com/com/shareowner_services/.

Other Information
Stockholder Proposals

An eligible stockholder who wants to have a qualified proposal considered for inclusion
in the proxy statement for the 2009 Annual Meeting of Stockholders must notify the Secretary of
the Company. The proposal must be received at the Company’s offices no later than November
25, 2008. A stockholder must have been a registered or beneficial owner of at least one
percent of the Company’s outstanding common stock or stock with a market value of at least
$2,000 for at least one year prior to submitting the proposal, and the stockholder must continue
to own such stock through the date the 2009 Annual Meeting is held. A stockholder who has
not timely submitted a proposal for inclusion in the proxy statement and who plans to present a
proposal at the 2009 Annual Meeting of Stockholders must provide notice of the matter to the
Secretary of the Company by February 9, 2009, or else the persons authorized under
management proxies will have discretionary authority to vote and act according to their best
judgment on the matter raised by the stockholder.

Expenses of Solicitation

Harleysville Group pays the cost of the preparation and mailing of this proxy-soliciting
material. In addition to the use of the mail, proxies may be solicited personally, by telephone, or
by other electronic means by Harleysville Group officers and employees, without their receiving
additional compensation. Harleysville Group pays all costs of solicitation, including certain
expenses of brokers and nominees who mail proxy material to their customers or principals.

Receipt of Proxy Statements

Certain stockholders who share the same address may receive only one copy of this
proxy statement and the Company’s 2007 Annual Report to Stockholders in accordance with a
notice delivered earlier this year from such stockholders’ bank, broker, or other holder of record,
unless the applicable bank, broker, or other holder of record received contrary instructions. This
practice, known as “householding,” is designed to reduce printing and postage costs. If you
own your shares through a bank, broker, or other holder of record and wish to either stop or
begin householding, you may request or stop householding, or you may request a separate
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copy of this proxy statement or the Annual Report, either by contacting your bank, broker, or
other holder of record at the telephone number or address provided in the above referenced
notice, or by contacting us by telephone at 215.256.5000 or in writing to Harleysville Group Inc.,
355 Maple Avenue, Harleysville, PA 19438-2297, Attention: Secretary. If you request to begin
or stop householding, you should provide your name, the name of your broker, bank, or other
record holder, and your account information.

Independent Registered Public Accounting Firm

Representatives of KPMG LLP, an independent registered public accounting firm that
audited Harleysville Group’s 2007 financial statements, will attend the Annual Meeting. They
will have the opportunity to make a statement, if they desire to do so, and will respond to any
appropriate questions presented by stockholders. In Item 3 of this proxy statement, the
Company is seeking ratification of the selection of KPMG LLP as its independent registered
public accounting firm for 2008. Please see page 18 for more information.



BOARD OF DIRECTORS
Board of Directors

The Company’s Board of Directors currently consists of nine directors: Barbara A.
Austell, W. Thacher Brown, Michael L. Browne, G. Lawrence Buhl, Mirian M. Graddick-Weir,
William Gray, Jerry S. Rosenbloom, William W. Scranton Ill, and William E. Storts.

Corporate Governance Practices

In order to promote the highest standards of management for the benefit of stockholders,
the Board of Directors of Harleysville Group follows certain governance practices regarding how
the Board conducts its business and fulfills its duties. The Company’s Board of Directors’
Governance Principles may be accessed through the Governance section of the Company’s Web
site (www.harleysvillegroup.com). Among these practices are:

Board Size, Composition, and Independence

The Board presently consists of nine directors comprised of eight independent
non-employee directors and one employee director, Michael L. Browne, who is the President
and Chief Executive Officer (CEO) of the Company. The Board believes that the Board should
consist of at least seven directors and that, because some members of the Board are also
members of the Board of Harleysville Mutual, the total number of individuals comprising the
boards of Harleysville Mutual and Harleysville Group should be no more than 12. The Board
further believes that of the maximum total board membership of 12, no more than three should
be employee directors, with the remainder being independent directors as defined by the
NASDAQ corporate governance rules.

The Board has determined that no non-employee director has a relationship with the
Company that impairs his or her independence, and therefore, has determined that all of its
non-employee directors are independent. In assessing the independence of Board members,
the Board considers the independence requirements under the NASDAQ corporate governance
rules and the absence of any related party transactions between the individual and the
Company. In addition, the Company’s Board of Directors’ Governance Principles provide that
no member of the Board may serve as an independent director on more than three other boards
of for-profit companies.

Quialifications of Directors

The Nominating and Corporate Governance Committee, with input from the Chairman of
the Board and the CEO, screens director candidates. In overseeing the nomination of
candidates for election, the Committee, and subsequently the Board, seeks qualified individuals
with outstanding records of success in their chosen careers, the skills to perform the role of
director, and the time and motivation to perform as a director. Directors are expected to bring
specialized talents to the Board that add value to the Board's deliberative process and advance
the business goals and social consciousness of the Company. Directors are expected to be
knowledgeable about profit-making enterprises and the elements necessary for such
enterprises to be successful. The director nomination process is more fully described on pages
11-12.



Attendance at Directors’ and Stockholders’ Meetings

Directors are expected to attend all meetings of the stockholders, the Board, and the
Committees on which they serve.

Director Retirement

It is Board policy that a director resigns as a director upon resignation or retirement from
his or her primary employment, unless the Nominating and Corporate Governance Committee
and the Chairman of the Board request the individual to remain as a director. Pursuant to the
Company's By-Laws, each director must retire from the Board at the first annual meeting
following his or her 72" birthday.

Stock Ownership

The Company established stock ownership guidelines in 2002 that are now effective for
all current directors, and will be effective for newly elected directors five years after being first
elected to the Board. Under these guidelines, each non-employee director is expected to
beneficially own an amount of the Company’s common stock having a value equal to at least
five times the then current annual retainer. To assist the non-employee directors in attaining
this goal, the Company grants Deferred Stock Units to non-employee directors.

Leadership

The Board retains the right to exercise its judgment to combine or separate the roles of
Chairman of the Board and CEO. Currently, the Chairman of the Board is not the CEO.

CEO Performance Evaluation

The independent directors of the Company annually review the CEQO’s performance.
Each such director provides an evaluation of the CEO’s performance to the chairperson of the
Compensation and Personnel Development Committee, who compiles a report of the reviews of
the independent directors. The independent directors then meet in an executive session to
discuss the CEQO'’s performance and to agree on the content of the appraisal, which the
members of the Compensation and Personnel Development Committee later review with the
CEO.

Code of Conduct

The Board of Directors, through the Nominating and Corporate Governance Committee,
has established and oversees compliance with a Code of Conduct for Directors, Officers and
Employees and a Code of Ethics for Senior Financial Officers meeting the requirements of the
Securities and Exchange Commission (SEC) and the NASDAQ corporate governance rules.
These are posted in the Governance section of the Company’s Web site
(www.harleysvillegroup.com). The Company will provide a copy of either code to any person upon
request and without charge. Requests should be addressed to the Nominating and Corporate
Governance Committee, Harleysville Group Inc., 355 Maple Avenue, Harleysville, PA 19438-
2297, with the words “Request for Codes” placed on the lower left-hand corner of the envelope.
The Company intends to disclose waivers from, and amendments to, the Code of Conduct and the
Code of Ethics on its Web site. In addition, in accordance with the SEC rules and NASDAQ listing
requirements, the Company also intends to disclose on a Form 8-K any waivers from the Code of
Conduct that are granted to directors or executive officers.




Board Effectiveness Assessment

Annually, the Nominating and Corporate Governance Committee conducts an
assessment of the Board'’s effectiveness and makes a report on that subject to the Board. That
Committee also reviews and makes recommendations to modify the Company’s Corporate
Governance Practices. All standing Committees also conduct annual self-assessments and
report such self-assessments to the Board.

Director Compensation

In order to attract and retain qualified board members, the Company believes its director
compensation should be competitive with the compensation of directors at peer companies.
Directors’ fees are determined by the Compensation and Personnel Development Committee,
after consultation, as appropriate, with the compensation consultants. Please see page 50 for a
description of the directors’ fees paid during 2007.

Board Agendas and Meetings

A board calendar for each year is prepared in advance, which establishes the dates of
regularly scheduled meetings and certain items to be addressed by the Board. Additional items
are added by the Chairman or CEO. Each director is free to suggest items for an agenda, and
each director is free to raise a subject at any Board meeting that is not on the agenda for that
meeting. The Board reviews and approves Harleysville Group’s yearly operating plan and
specific financial goals for each year, and the Board monitors performance throughout the year.
The Board also reviews long-range strategic issues at regular Board meetings, as well as at
periodic meetings devoted solely to strategic issues.

Executive Sessions of Independent Directors

The independent directors meet in executive session without the CEO in attendance.
Executive sessions of the independent directors are scheduled at each regular Board meeting
and at most Committee meetings. The non-employee Chairman of the Board presides at such
executive sessions of the Board.

Access to Management and Independent Advisers

The independent directors have access to management and, as necessary and
appropriate, independent advisers.

Board and Committee Meetings

The Board met six times in 2007. A description of each standing Board Committee
follows the table of members and meetings. In 2007, each director, in the aggregate, attended
at least 75 percent of all Board meetings and meetings of Committees on which he or she
served. In 2007, all Board members then in office attended the annual meeting of stockholders.



BOARD COMMITTEE MEMBERS AS OF DECEMBER 31, 2007
AND MEETINGS HELD DURING 2007

Name Audit | Compensation | Coordinating | Corporate | Executive Finance Nominating
Q) & Strategy & &
Personnel Investment | Corporate
Development Governance
Barbara A. Austell X X X
W. Thacher Brown X X X X*
Michael L. Browne X X X
G. Lawrence Buhl X* X
Mirian M. Graddick-Weir X* X X X
William Gray X X
Jerry S. Rosenbloom X X X X*
William W. Scranton IlI X X* X* X X
William E. Storts X X* X X
Number of Meetings in
2007 4 5 2 2 0 4 3

* Denotes Chairperson of the Committee.

(1) Lowell R. Beck and Frank E. Reed retired from the Board as of the April 2007 Annual

Meeting, pursuant to the Company’s By-Laws as stated above. At the time of their retirement,
Mr. Beck was on the Coordinating, Corporate Strategy, and Nominating and Corporate
Governance (Chair) Committees, and Mr. Reed was on the Audit, Executive, and Finance and

Investment (Chair) Committees.
Committee Charters

Each standing Committee of the Board, including the Audit Committee, the
Compensation and Personnel Development Committee, and the Nominating and Corporate
Governance Committee, has a formal written charter that is posted in the Governance section of
the Company’s Web site (www.harleysvillegroup.com). Each of the Audit Committee, the
Compensation and Personnel Development Committee, and the Nominating and Corporate
Governance Committee assesses the adequacy of its charter on an annual basis, and any
amendment or revision to such charter is posted to the Company’s Web site promptly after any
such change. The Company will provide a copy of any charter to any person upon request and
without charge. Requests should be addressed to the Secretary, Harleysville Group Inc., 355
Maple Avenue, Harleysville, PA 19438-2297, with the words “Request for Charter” placed on
the lower left-hand corner of the envelope.




Audit Committee

The Audit Committee consists of at least three members, all of whom satisfy the
definition of independent director established by both NASDAQ and state insurance regulatory
requirements. Each member is financially knowledgeable as required by NASDAQ and also
satisfies the SEC additional independence requirements for members of audit committees. The
Audit Committee currently is comprised of four individuals: G. Lawrence Buhl (Chair), Barbara
A. Austell, W. Thacher Brown, and William E. Storts, each of whom has been determined by the
Board of Directors to be an “audit committee financial expert” as defined by SEC rules and
NASDAQ corporate governance requirements. The Audit Committee:

e oversees corporate accounting policies, reporting practices, audits, and the quality
and integrity of the financial reports;

e reviews the internal audit function;

o facilitates free and open communication among the directors, independent auditor,
internal auditors, and the Company's financial management;

e establishes procedures for the receipt and investigation of complaints regarding
accounting and auditing matters; and

o performs other specific duties to accomplish the above as set forth in its charter.

The Audit Committee annually pre-approves the annual audit engagement and pre-
approves any additional audit-related or non-audit services, as necessary, provided by the
Company’s independent registered public accounting firm. The delegation by the Audit
Committee of pre-approval of additional services provided by the Company’s independent
registered public accounting firm is as follows: The chair of the Audit Committee or, if he is not
available, any member of the Audit Committee may pre-approve any additional services to be
provided by the Company'’s independent registered public accounting firm, as long as the type
of services meets the applicable standards set forth in the Company’s Pre-Approval Policy. In
the event of such approval, the full Audit Committee is informed of such action at its next
meeting. With regard to non-audit services, the pre-approval requirement does not apply if: 1)
the aggregate amount of all such services provided constitutes no more than five percent of the
total amount of revenues paid by the Company to its registered public accounting firm during the
fiscal year in which the services are provided; 2) such services were not recognized by the
Company at the time of the engagement to be non-audit services; and 3) such services are
promptly brought to the attention of the Audit Committee and approved by the Audit Committee
or by its chair prior to the completion of the audit. The Audit Committee has established
procedures for the reporting of accounting and auditing matters pursuant to Section 301 of the
Sarbanes-Oxley Act.

Compensation and Personnel Development Committee
The Compensation and Personnel Development Committee consists of four members:
Mirian M. Graddick-Weir (Chair), W. Thacher Brown, Jerry S. Rosenbloom, and William W.

Scranton lll. The Compensation and Personnel Development Committee:

e is comprised exclusively of independent directors as defined in the NASDAQ listing
requirements and SEC requirements;



e approves compensation for the executive officers, other than the CEO, and makes
recommendations to the Board on compensation for the CEO, after consultation with
all independent directors;

e recommends director compensation, with input and review from the Nominating and
Corporate Governance Committee, for approval by the Board;

e determines patrticipants in, establishes awards under, and approves payouts for the
Senior Management Incentive Plan and the Long-Term Incentive Plan;

e grants awards of Stock Options, Restricted Stock, Stock Appreciation Rights, and
Restricted Stock Units under the Amended and Restated Equity Incentive Plan;

¢ monitors compliance with the officers' stock ownership guidelines;

e oversees the annual review of the CEQO’s performance;

e oversees Harleysville Group’s management development and succession program;

e reviews and determines compensation policies; and

¢ has the authority to retain and dismiss compensation consultants.
Nominating and Corporate Governance Committee

The Nominating and Corporate Governance Committee is comprised of three directors:
Jerry S. Rosenbloom (Chair), Mirian M. Graddick-Weir, and William W. Scranton lll. The

Nominating and Corporate Governance Committee:

e is comprised exclusively of independent directors as defined in the NASDAQ listing
requirements;

¢ has formal written procedures addressing the director nomination process;
e considers and recommends nominees for election as a director to the Board;

e considers recommendations for nominees for election as a director from
stockholders who submit such recommendations in writing as described below;

e considers and recommends members for appointment to the Committees except the
Nominating and Corporate Governance Committee;

e assesses the effectiveness of the Board and corporate governance practices;
e recommends new corporate governance practices to the Board; and

e oversees establishment and compliance with the Code of Conduct for Directors,
Officers and Employees and the Code of Ethics for Senior Financial Officers.

Other Committees of the Board

There are several other Committees of the Board, in addition to those listed above.
These Committees are as follows:
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¢ The Coordinating Committee: The Coordinating Committee reviews material
transactions between Harleysville Group and Harleysville Mutual. This Committee is
currently composed of the individuals who are solely Harleysville Group directors and
the individuals who are solely Harleysville Mutual directors plus a non-voting
chairperson who is on the board of both companies. No material inter-company
transaction can occur until at least two of the Harleysville Group directors and at
least two of the Harleysville Mutual directors on the Coordinating Committee approve
the transaction. The decisions of the Coordinating Committee are binding on
Harleysville Group and Harleysville Mutual.

e The Corporate Strategy Committee: The Corporate Strategy Committee participates
with management in the development of the Company's strategy and monitors the
implementation of the Company's strategy. In addition, this Committee provides
advice and counsel to management on mergers and acquisitions, capital
management, and financial risk tolerance.

e The Executive Committee: The Executive Committee meets during the intervals
between meetings of the Harleysville Group Board of Directors and the Harleysville
Mutual Board, and has the right and authority to exercise the full powers of the
Boards of Directors, except where limited by law, or where responsibility and
authority is vested in another Committee of the Board.

e The Finance and Investment Committee: The Finance and Investment Committee
establishes the Company’s overall investment policies and guidelines. In addition, it
reviews and ratifies the investments made by the Company, and serves as the ex
officio trustee of the Company’s Pension Plans.

Director Nomination Procedures

The specific process for evaluating new directors, including stockholder-recommended
nominees, will vary based on an assessment of the then current needs of the Board and the
Company. The Nominating and Corporate Governance Committee will determine the desired
profile of a new director, the competencies they are seeking, including experience in one or
more of the following: property/casualty insurance operations, information technology, human
resources, investments, law, finance, actuarial science or accounting, governmental affairs and
public policy, strategic planning, and mergers and acquisitions. Candidates will be evaluated in
light of the target criteria chosen. If a name is submitted by a stockholder, the submission
should include the name, address, and phone number of the person with proof that the sender
is a stockholder, if not a record holder, along with: 1) a description of the skills, expertise, and
experience of such individual; and 2) a discussion why such individual would be a good board
member for the Company. The submission also should contain an affirmation that such person,
to the submitting stockholder’s knowledge, is willing to serve and capable of serving, and that
such individual would qualify as an independent director under NASDAQ listing requirements.
Any communication to this end should be addressed to: Chairman of the Nominating and
Corporate Governance Committee, Harleysville Group Inc., 355 Maple Avenue, Harleysville, PA
19438-2297. The words “Director Nomination” should be placed on the lower left-hand corner
of the envelope.

The Committee, at its discretion, may retain a search firm to assist in locating and/or
evaluating candidates.
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Upon receipt of names and information on or from proposed candidates, the Committee
generally reviews the proposed candidates and chooses for further review the candidate(s) who
best meet the target profile. Such further review may consist of requests for additional
information, including references, telephone contact, and in-person interviews. Interviews may
be conducted by any member of the Committee, the Chairman of the Board, the CEO, and any
other person or persons requested and authorized by the Committee. Reports on the interviews
are made to all members of the Committee.

Once the Committee members are in agreement on a candidate to recommend, the
Committee notifies the remaining directors. If requested by the other directors, the directors will
be given the opportunity to meet and conduct discussions with the candidate prior to the Board
voting on the nomination.

Security Holder Communication Process

Stockholders can communicate with Board members by sending letters to them, either
by regular U.S. Mail or express delivery service. Letters may be addressed to an individual
member or to a specific Committee chair at 355 Maple Avenue, Harleysville, PA 19438-2297.
The actual letter should be enclosed in an inner envelope. Attached to that envelope should be
a cover page setting forth the amount of stock owned by the sender and whether the sender
owns the shares directly or in a nominee (or street) name. If the latter, a recent statement from
the broker or custodian setting forth the amount of securities owned should accompany the
letter. The envelope containing the letter and the cover page on stock ownership should be
placed in an outer envelope, which should be mailed to the Company with the legend “Security
Holder Communication” in the lower left-hand corner. Company personnel will open the outer
envelope and determine if the sender is a security holder. If so, the inner envelope will be
forwarded to the Director so designated. If a letter is addressed to the “Audit Committee Chair
c/o Chief Compliance Officer," it is presumed to be a complaint to the Audit Committee and will
be handled as set forth in the Company’s “Audit Committee Complaints Procedures and
Whistleblower Protection Policy."
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STOCKHOLDER ACTIONS

Item 1. Election of Directors

Harleysville Group’s Board of Directors currently consists of nine directors. Each
director is elected for a three-year term, except that if a nominee will attain the age of 72 within
the next two years following such nominee’s election, such nominee will be nominated for a
term of one or two years, as the case may be, to expire on the first Annual Meeting date
following the nominee’s reaching age 72. The Board of Directors is divided into three classes.
The current three-year terms of Class A, B, and C directors expire in the years 2010, 2009, and
2008, respectively.

Class C directors are to be elected at the 2008 Annual Meeting, and each is nhominated
to serve for a three-year term. The nominees are:

Name Class Age Director Since Year Term Will
Expire If Elected
W. Thacher Brown C 60 2002 2011
Mirian M. Graddick- C 53 2000 2011
Weir
William W. Scranton lll C 60 2004 2011

Your Board of Directors recommends a vote “FOR” the Nominated Directors.

If a nominee is unavailable for election, stockholders will vote for another nominee
proposed by the Board or the Board may reduce the number of directors to be elected at the
meeting.

Directors continuing in office are:

Name Class Age Director Since Year Term

Will Expire
Michael L. Browne B 61 1986 2009
William Gray B 56 2007 2009
Jerry S. Rosenbloom B 68 1999 2009
Barbara A. Austell A 54 2007 2010
G. Lawrence Buhl A 61 2004 2010
William E. Storts A 64 2007 2010

Biographies of Director Nominees and Directors Continuing in Office
Nominees for Election at this Annual Meeting (Class C)

W. Thacher Brown was elected a director of Harleysville Group in 2002 and a director of
Harleysville Mutual in 1994. He had been President of 1838 Investment Advisers, LLC in King
of Prussia, Pennsylvania from 1988 until May 2004. Mr. Brown had been President of MBIA
Asset Management LLC and a director of MBIA Insurance Company Inc. from 1998 until
September 2004. He is a director of Rivus Bond Fund and Airgas, Inc.

Mirian M. Graddick-Weir was elected a director of Harleysville Group in 2000. Currently,
Ms. Graddick-Weir serves as Executive Vice President of Human Resources for Merck in
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Whitehouse, New Jersey. Prior to that, she was Executive Vice President for Human
Resources at AT&T Corp. in Bedminster, New Jersey, a position she assumed in March 1999.
Ms. Graddick-Weir was also the Vice President at AT&T for various human resource
responsibilities since 1994. Prior to that, she held various executive positions with AT&T, where
she commenced working in 1981.

William W. Scranton Il was elected a director of Harleysville Group in February 2004
and has served as the non-executive Chairman of the Board since that time. He was first
elected as a director of Harleysville Mutual in May 1999 and was appointed as the non-
executive Chairman of the Board of Harleysville Mutual on February 5, 2004. Mr. Scranton was
lieutenant governor of the Commonwealth of Pennsylvania from 1980 to 1988 and is currently
manager of the Scranton Family Office in Scranton, Pennsylvania.

Directors with Terms Expiring in 2009 (Class B)

Michael L. Browne was elected a director of Harleysville Group in 1986 and served as its
non-executive Chairman of the Board in 2003. In 2003, he was also elected as a director and
appointed as the non-executive Chairman of the Board of Harleysville Mutual. He held such
non-executive Chairman of the Board positions until he was appointed as CEO of Harleysville
Group and President and CEO of Harleysville Mutual in February 2004. In January 2005, Mr.
Browne was appointed President of Harleysville Group. Mr. Browne served in the United States
Marine Corps from 1968-1971, attaining the rank of captain and was a Marine infantry platoon
leader in Vietham. From 1975 to 1977, he was Special Assistant to U.S. Secretary of
Transportation, William T. Coleman, Jr., and from 1976 to 1977, he also served as U.S. Deputy
Under Secretary of Transportation. From 1980 to 1983, Mr. Browne was the Insurance
Commissioner of the Commonwealth of Pennsylvania. In 1983, he joined the law firm of Reed
Smith LLP, in Philadelphia, Pennsylvania, as a partner. Mr. Browne was the managing partner
of its Delaware Valley regional office from January 1993 until January 2001, when he became
head of Reed Smith's international insurance practice, a position he held until February 2004.
Mr. Browne currently is a member of the Board of Trustees of the American Institute for CPCU
and Insurance Institute of America, the Board of Directors of the Property Loss Research
Bureau, the Board of Governors of the Property Casualty Insurers Association of America, and
the Board of Directors of the Insurance Federation of Pennsylvania.

William Gray became a director of Harleysville Group in August 2007. He is co-chief
executive officer of Ogilvy North America. Prior to being named to his current position in 2005,
Mr. Gray served as president of the organization’s New York office for eight years. He has been
associated with Ogilvy & Mather since 1978. Mr. Gray is chairman of the board of the American
Red Cross of Greater New York, a post he was appointed to in 2002. He also serves as a
trustee of the New York Public Library, and Century Shares Trust and Century Shares Small
Cap Fund. In addition, he serves on the Ad Council, the National Advertising Review Board,
and the Wakeman Boys.

Jerry S. Rosenbloom has been a director of Harleysville Mutual since 1995 and a
director of Harleysville Group since 1999. Dr. Rosenbloom is the Frederick H. Ecker Emeritus
Professor of Insurance and Risk Management and Academic Director of the Certified Employee
Benefit Specialist Program at the Wharton School of the University of Pennsylvania, a position
he has held since 1978. He also served as Chairman of the Department of Insurance and Risk
Management at Wharton from 1989 until 1994. Dr. Rosenbloom was a trustee of MBIA
Claymore Closed End Municipal Bond Fund (a mutual fund) from June 2004 through June 2006,
and is a trustee of Century Funds (a mutual fund). He also serves on the Board of Directors of
the American Institute for Property and Liability Underwriters.
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Directors with Terms Expiring in 2010 (Class A)

Barbara A. Austell became a director of Harleysville Group in August 2007. She served
as senior vice president of finance and treasurer of ARAMARK Corporation from 1996 to 2004.
Prior to that, she was with J.P. Morgan & Co., Inc. for 21 years, most recently as managing
director—investment banking. Ms. Austell currently serves on the boards of Williams College,
the Mann Center for the Performing Arts, and The Pennsylvania Ballet.

G. Lawrence Buhl was elected a director of Harleysville Group in 2004 and elected a
director of Harleysville Mutual in April 2005. In 2003, Mr. Buhl retired from Ernst & Young after
serving 35 years with the firm. Most recently, he served as Regional Director for Insurance
Services in Ernst & Young's Philadelphia office and had served in the same capacity for both
the Baltimore and New York offices. For 24 of his years with Ernst & Young, Mr. Buhl was an
audit partner performing extensive work for the Pennsylvania Insurance Department and many
insurance companies. He is also a director of Assured Guaranty, Ltd., for which he serves as
chairman of its audit committee and a member of its finance committee.

William E. Storts was elected a director of Harleysville Mutual in 2001 and elected a
director of Harleysville Group in 2007. In 2000, Mr. Storts retired as a senior executive of
Accenture. Prior to his retirement, he was a Managing Partner in the Global Financial Services
Market Unit. Mr. Storts is currently the Chairman of Darby Oaks Family Farms LLC.

THE BOARD OF DIRECTORS RECOMMENDS
A VOTE “FOR” THE ELECTION OF THE DIRECTOR NOMINEES.
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Iltem 2. Approval of the Amended and Restated Employee Stock Purchase Plan

The Company is seeking stockholder approval of the Amended and Restated Employee
Stock Purchase Plan (the ESPP). The purpose of the ESPP is to provide each eligible
employee with an opportunity to acquire or increase his or her ownership of Company common
stock. The Company believes the ability to acquire common stock more closely aligns the
interests of the employees with the stockholders. The ESPP is due to expire in July 2008,
prompting this proposal to amend and restate the plan.

The Board of Directors approved the ESPP, as amended and restated, at its meeting
held on February 21, 2008, and directed the Company to submit the ESPP to stockholders at
this Annual Meeting. The ESPP, as amended and restated, will be approved if the proposal
receives the affirmative vote of the holders of a majority of the issued and outstanding shares of
Company common stock.

The principal terms of the ESPP are described below.

The ESPP is intended to meet the requirements of Section 423 under the Internal
Revenue Code. As such, the ESPP provides all eligible employees with the opportunity to
purchase shares of Company common stock at an amount equal to 85% of the fair market value
of the common stock.

The ESPP was originally established in 1995, and was last amended and restated in
2003. The aggregate number of shares that may be purchased under the ESPP, if approved at
this Annual Meeting, will be 3,150,000 shares, including the addition of 1,500,000 shares with
this amendment and restatement. As of December 31, 2007, 390,621 shares remain available
for purchases under the ESPP, and if the amendment and restatement of the ESPP is
approved, the number of shares that will be available for future purchases under the ESPP will
be 1,890,621.

The participants eligible to participate in the ESPP are all regular full-time employees
and regular part-time employees who work at least 20 hours or more per week for the
Company, Harleysville Mutual, or any of their respective subsidiaries. A person who would
otherwise be eligible cannot participate in the ESPP if he or she owns, or would own as a result
of purchases under the ESPP, 5% or more of the total voting power of the Company stock. An
otherwise eligible participant who obtains a hardship withdrawal under the Company’s
Retirement Savings Plus Plan, or any similar plan maintained by the Company, may not make
any contributions or purchases under the ESPP for six months following the hardship
withdrawal.

The ESPP is administered by a Committee of at least three officers of the Company or
Harleysville Mutual appointed by the Board, with oversight provided by the Board. The
Committee has the authority to interpret the plan, to prescribe, amend, and rescind rules and
regulations relating to the plan, and to make all other determinations deemed necessary or
advisable to implement and administer the ESPP.

There are two enroliment periods per year under the ESPP, from January 1 to January
14 and from July 1 to July 14. During such enrollment periods, any eligible employee desiring to
participate for the next subscription period must file a subscription agreement with the
Company’s payroll department. If a participant wants to change his or her rate of contribution,
such change must be done during an enrollment period.
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There are two subscription periods per year under the ESPP, from January 15 through
July 14 and from July 15 through January 14. During each subscription period, payroll
deductions are made for active participants to the extent identified in their subscription
agreements. No participant can subscribe for, or purchase more than, $25,000 worth of
Company common stock during any calendar year period. The Company maintains a plan
account for each participant and credits the payroll deductions to each such plan account. At
the end of each subscription period, the amount in each participant’s plan account is divided by
the applicable subscription price, and the number of resulting shares is issued to the participant
in book entry form. In the event that the number of shares subscribed for in any given
subscription period exceeds the number available under the ESPP, the available shares are
allocated on a pro rata basis to the participants. Fractional shares are issued under the ESPP.
The subscription price is equal to the lesser of 85% of the fair market value of the common stock
on the last trading day before the first day of the subscription period or 85% of the fair market value
of such share on the last trading day of the subscription period, but in no event less than $1.00 per
share, the par value of a share of the Company’s common stock.

A participant can withdraw from the ESPP at any time. At the time of withdrawal, he or she
is paid the amount in such participant’s plan account, subject to an exception described below.
Separation from employment for any reason, including death, disability, retirement, or termination
of employment, is treated as an automatic withdrawal from the ESPP. If such separation of
employment occurs within three months prior to the end of a subscription period, the participant will
be allowed to continue in the plan for the remainder of that subscription period, but no further
deductions or contributions can be made to the participant’s plan account. A transfer among the
Company, Harleysville Mutual, or any of their respective subsidiaries is not a separation of
employment under the ESPP. A participant cannot assign, transfer, or pledge any plan account
balance.

The Board has the authority to amend, modify, or terminate the ESPP at any time, but
cannot adversely affect the existing rights of active participants. The Board cannot amend the
ESPP to increase the total number of shares subject to the plan, change the formula for the
subscription price, change the class of employees eligible to participate in the plan, materially
increase the benefits accruing to participants under the plan, or make any other action effective
that requires stockholder approval as required by federal or state laws or regulations or by rules
and regulations of a national securities exchange, without seeking and receiving the approval of
the holders of a majority of the issued and outstanding shares of common stock.

Section 423 of the Internal Revenue Code establishes holding periods for the stock
acquired under the ESPP in order for the holder to obtain the desired tax treatment. Any sale or
transfer of the stock prior to the end of such holding period is a “disqualifying disposition,” and the
participants are required to notify the Company of any such disqualifying disposition.

The Amended and Restated Employee Stock Purchase Plan is attached to this proxy
statement as Appendix A. You are encouraged to read the ESPP in its entirety.

THE BOARD OF DIRECTORS RECOMMENDS
A VOTE “FOR” THE APPROVAL OF THE ESPP.
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Iltem 3. Ratification of KPMG as Independent Registered Public Accounting Firm for 2008

The Audit Committee of the Board of Directors has appointed KPMG LLP (KPMG) as the
Company’s independent registered public accounting firm for 2008, subject to ratification by the
Company’s stockholders. KPMG has served as the Company'’s independent registered public
accounting firm for over 30 years. They have unrestricted access to the Audit Committee to
discuss audit findings and other financial matters. KPMG audited the Company’s consolidated
financial statements for the year ended December 31, 2007. Representatives of KPMG are
expected to attend the Annual Meeting, will have the opportunity to make a statement if they
desire to do so, and are expected to be available to respond to appropriate questions.

Audit Fees
KPMG, the Company's independent registered public accounting firm for 2006 and 2007,

rendered the following services and hilled, or expects to bill, the following fees for fiscal 2006
and 2007.

Services 2006 Fees 2007 Fees
Audit $ 873