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CO-OPERATION AMONG FIRE COMPANIES

If lire insurance companies were permitted lu co
operate sufficiently closely they could do away with 
preferred classes, ami they could increase rate- -m 
-jxcial hazards. They dare not increase rates on the 
loiter as matters now stand, remarks the Insuraitcc 

because they feel sure that if they made tin 
attempt the men who own these risks would induci 
their legislatures to enact laws forbidding all 
operation among the companies. Large cities get 
telativelv low lire insurance rates because of the com 
1 Ktitivc conditions. If many evils in rating are the 

till of free competition between companies, then 
the way to abolish these particular evils is to allow 
the companies to co-operate in making compact rale-.

Commissions.

Another object which lire insurance companii 
. it'd attain through co-operation is the regulation of 
commissions paid to agents for securing new businc-- 
Titcrc is almost as much necessity for tariff com 
missions as there is for tariff rates. There are two 
ways of increasing the business of a company; one 
was i' to cut rates; the other is to increase commis 

In some cases the latter method is more suc
cessful than the former. Let us recall the iK-culiar 
organization of lire insurance agencies. In place of 
a company having in a city an agent who represents 
it exclusively, it lia- one who may represent a dozen 
of its most powerful competitors. This is a con 
dition- a number of rivals having a com non repre
sentative found in few other businesses, ami the 
result is competition for business within the agency. 
If this is unchecked, it takes the form of giving larger 
commissions for business. A local agent control- a 
certain number of risk-; a special agent may stir him 
up to solicit more ri'k~ and thus increase his com 
patty's business, or the special may offer more coat 
mission to increase his company's business at the cx- 
jpcit'C of the competing companies in the same agency . 
The competing companies retaliate by likewise in
creasing commissions, ami the war is liable to continue 
until all profits go to agents in the form of commis- 

A union among companies to regulate com 
missions is a necessity, or most companies would fail 
to earn any dividends for their stockholders. I'rom 
the point of view of the public, commission demoral
ization is even more serious than rate demoralization. 
If rates arc cut the public gets the benefit, but in a 
commission fight expenses may be so increased as to 
make a rise in rates necessary. With no commission 
tariff, an improvement in the hazard means only ait 
increased commission paid bv some company to 
secure the business front another company ; while 
lo—vs are reduced, expenses are increased and the 
net result is the same to the public. Even from thi- 
very brief discussion of the commission problem it 
is safe to conclude that co-operation in the matter of 
commissions is almost as essential as co-operation in 
rating.

only way in which the companies can saieb di- 
criminate between good anil Had risk- i- bv caking 
a careful inspection of all the risk- insured. Tin re 
is nothing to prevent all the companies from making 
-uch an inspection, each for itself, except the co-t ..f 
doing it. Hut this i- an insu|icrable difficulté, for if 
each company were forced to inspect carefullv tacit 
risk that it insured, the cxjiense of such inspection 
would probably be much greater than the -aving in 
losses which would result from having rate- do.civ 
adjusted to hazards. Anti there is a still more - non
objection to inspection of risk- by individual com 
panics; no matter how thoroughly a representative of 
a single company may go about the inspection of ri-k- 
lie is not going to accomplish much in the improve 
ment of hazards. Consider the situation as it exi ted 
before the companies began to co-operate in in-pw 
tion. A company's special agent would visit a ri-k; 
and although he might see condition- which seriously 
increased the hazards of fire, yet the knowledge that 
ithcr companies were anxious to write the ri-k a- it 
was. and that even a reasonable request on hi- part 
would cause ill-w ill toward his company, would deter 
him from requiring the removal of defects which he 
knew to Iw serious, but which other companies had 
passed unchallenged. This i- the old condition of 
competition. How different i- the situation now that 
the leading companies have co-operated and have 
established inspection bureau-. No matter how many 
companies are now on a ri-k. only the authorized 
representatives of the inspection bureau visit the ri-k; 
and a- a few men arc perfuming the function which 

formerly performed by many expert- can be 
anil arc -employed, and more efficient inspection is 
secured. Not only i- the inspection more efficient, 
but the recommendations made carry with them weight 
far greater than those made by the representative of 
a -ingle company.
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Kiri: 1’ki:\i:ntion.

Closely connected with the plan of providing for 
thorough and economical iiis|iectioii i- the scientific 
studv of fire hazard- and lire prevention. Although 
it may be true that many of the -lock lire insurance 
companies are not primarily interested in reducing 
the fire loss, com|ictition of the mill mutual- and of 
the preferred companies for certain cla'-c- of ri-k- 
ha- forced the companies writing all ela -c- to give 
attention to the study of hazards, Companies have 
found that with many classes of ri-k- rate- iru-l be
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closely adjusted to hazard'. If they are 
good mills ami factories will go to the tart**in mu
tual', and the better risks in other v1a"V't«» the non
union, preferred-ri'k o*:npaiiics which are a!\\a\-

Thcrvfurv. in order
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looking for profitable business, 
to forestall competition, actual or latent, the a- 
dated con panic- have found it not only desirable but 

to establish a lalmratory for the study of 
the value of new

to
?

Inecessary
the hazard of new pri 
methods of fire prevention, and kindred topic-. Here 
again, it might be possible for one company to make 
these experiments; lmf we may be -lire that one com
pany acting alone would not attempt it. It i- t" the 
interest of all the companies doing a general agency 
business to have such studies made of hazard-; there
fore the companies not only ought to he allowed to 
co-operate for this purpose, hut they ought t> be 
encouraged to do so.

I
Inspection.

Ily co-operation fire insurance companies can obtain 
effective and economical insjicction. If rates are ever 
to be adjusted to hazards it will come through better 
inspection of risks. One of the most serious objec
tions which has been raised to prevent fire-rating i- 
that good and had risks are lumped together in one 
class and given too nearly the same rate. Clearly the
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