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in importance ought to be the protection of it* 
policy-holders at the lowest possible cost, and to do 
this the business should grow in a natural and 
healthy manner. But how many companies do we 
see living up to this ideal? This truly vital 
sidération seems to have been disregarded and 
which should be secondary and subservient pre­
ferred. The managers have been obsessed with the 
idea of procuring large amounts of new business, 
with little regard to cost. No price too great to 
satisfy an insatiable desire for an ever-increasing 
volume of business ! Now I hold it to be beyond 
dispute that a forced business can be acquired only 
by exceptional measures involving heavy expense. 
\\ hat are the methods adopted to attain the 
desired? Agents are allotted

As TO THU EFFECT UPON TUB AGENT.

Very little need be said on this score, It is ob­
vious that the sole gain to the agent is the credit 
he gets for the increased amount of business writ­
ten by him. His monetary compensation is either 
cut in two or practically annihilated. His excuse 
is that others do it, and that he only adopts the 
p active when he cannot get the business by legiti­
mate methods. Thus docs the agent injure himself 
permanently to gain a temporary benefit, and thus 
also bring his calling into contempt.

And now, as to the value of rebating to the man 
assured.

con-
one

On first thought it might seem difficult to show 
that a heavy rebate is of no value to the recipient. 
Nevertheless, this is true, as the following reason­
ing will clear!v show :—

To find the net premium to provide for a death 
lienctit involves no guess work. With the Mortal­
ity I aides now in use it can be exactly calculated. 
It i> in no sense an arbitrary matter. It is a pre­
determined quantity. Now, it follows that if the 
first of the premiums paid he heavily rebated, the 
agent must he in receipt of a high commission and 
the company must lose unless this great expense 
is provided for. How is this done? Simply by 
loading up alt the premiums on the policy. There­
fore. although the assured thinks he is getting “a 
good thing," he is really "paying through the nose.” 
It is just a- true of life insurance as it is true of any 
branch of business—heavy discounts on one line of 
good- demand heavy profits on another. If the first 
premium is "slaughtered," to use a departmental 

expression, the premiums, on the whole, must 
he made higher.

end
a great volume of 

business to be written in a given tifne—a volume 
far in excess of their former production—and High 
pressure methods applied to procure it. Excessive 
commissions are offered on new business, without 
regard to the adequacy of the premiums paid to sup­
port the cost and pay for the risk. Competitions 
are instituted between the agents and handsome 
prizes awarded the winners. Big bonuses „ 
fered for a certain large amount of business 
secured in

are of-
to be

a given time. The result of all this is 
to put a premium on rebating. He who fails by a 
margin to accomplish the task set is tempted to pay 
the entire first year’s premium on the amount by
which he is short, knowing that the bonus or prize 
he will thereby earn will repay him handsomely for 
the sums disbursed. Other companies are forced to 
adopt similar means ; competition runs riot, and re- 
hating grows into universal practice. There 
loyvs naturally the unsightly record 
lapses in

foi­st ore-
of enormous

business, convincing proof of unsound 
business principles. The factor of

newThere is one man who suffers 
this matter, namely, the 
for his contract in 
rebate.

very unjustly in 
who accepts and pays 

good faith, without asking for a 
He is unfairly discriminated against under 

existing conditions, and is tlecced 
the other man’s risk.

persistence, by 
which alone the company and the assured can hope 
to profit, is ignored. The method of granting ex­
cessive commissions on' first year’s premiums not 
only enables the agent to allow large rebates, but 
also offers small inducement to him to prevent his 
clients from lapsing, all his energies being bent to 
secure new business.

man

to help pay for

II.
I in: l Al'HKS III' Rebating. •Since the above wan written, there has appeared an 

artble In the “Journal of Insurance Economics." which 
conflrma the conclusions here reached. The article 
contains an analysts of the last 
of the New York Life, 
two Important

I he prevalent idea is that the agents alone are to 
he blamed for the rapid growth of this practice. 
But with this view I do not agree. I am persuaded 
that the responsibility for the

thirteen years' business 
aitd gives striking examples of 

arguments, (a) Out of *2,679.000.<id0 of 
new business placed during thlrtee 
appeared from the books for other 
of death and maturity. That 
the surface

present regrettable
state of affairs lies almost wholly with the 
nient of those

nyears, 44.2 p.< .11»- 
than natural «anse» 

Is while the

manage-
great enterprises that cut so wide a 

swatli in the field of life insurance, and I shall try 
to prove that in their actions may he found the 
prime cause the abuse that has now attained so 
great proportions.

I he chief aim of a life insurance company is to 
reach a financial position so sound that its con­
tracts are absolutely certain to be fulfilled. Next

expense on
represents the cost of writing nearly M.TW 

millions Of business, it actually represents the rest of 
writing and maintaining, but 56.8 p. c. of that amount. 
i -l The failure of the Infualon of so much new blood to 
Improve the mortality experience, which has remained 
practically stationary. These results must, of course, be 
common to all thoae companies that are writing a 
forved butine*»
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