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UNIFORM CLASSIFICATION OF FIRE RISKS.

An Observer's Suggestions—A Simple Form of Classi-
fication as a Beginning—Seven General Classcs.

This important matter—the practical and real net
cash results, as to profit or loss, derived from under
writing upon the different classes of hazards— has
always attracted attention; but more particularly now
that insurance departments of different states have
taken up the subject with a view to uniformity, writes
Observer in the New York Spectator. Out of all the
several discussions which have taken place there has
developed a rather peculiar condition.  Most com-
panies classify their business to a greater or less ex-
tent. In fact, the list ranges from something like fifty
to several hundred elassifications—all applving to the
same aggregation of risks.

A curions feature in this connection is that the
mmsurance department of New York, in its tentative
plan for statistical information, submittea to com
panics in May last, quotes a list of twenty-seven classi
fications, while the state of Texas, in the recently
published experience table for the vear ending June
30, 1912, presents seventy-five divisions, ’

SIMPLIFIED CLASSIFICATION.

Yet out of all this difference of opinion and exper-
fence it may  be possible to formulate a simple and
short form of classification which will not entail un
reasonable hardship or expense upon companics, and
at the same time provide a beginning —a starter for
all companies i conformity with state suggestions or
requirements. This the writer thinks is possible, if
not |.-!’n|).’l|nh',

As in the case of the standard policy, it is pos-ible
to submit a form of classification which will be just as
acceptable to the insurance departments as was that
document many years ago.  The New  York depart
ment would have made, at that time, a standard policy
for New York State if the companies had not goatten
together and prepared one in seli-defence. Why not
the same procedure now ?

Trouble as to the propo-al for state supervision of
classification lies in the enormons amonnt of worls {1
companies to comply with state requircments i the
disturbance of their individual systems and methods,
Therefore the use of a simpliticd form of classitica-
tion would appear to be at the start a better way of
handling this complex subject. '

Is it not fair, in fact reasonable, to suppose or ex-
pect if all or most of the companics ask o demand the
same rates heeause of the same (so-called ) experience
or unity of belief as to tarifi organization and regula-
tions, that the universal classification of risks should
be just as feasible and practicable as the Universal
Mercantile Schedule?  And this schedule has been in
successful operation for many years in the metropoli-
tan district.

Uniformity of rates should be governed by uniform-
ity of experience, and this can only be secured by a
uniform svstem of elessification. '

But, again, this principle of uniformity in statistical
information may be combated by the argument that
there are companies of $200,000 capital and others of
several millions of strength.  Therefore, and for that
very reason, how is it possible to make uniform rates
from united experience or classification resu'ts for all
grades of companies?  And vet this is exactly what is

done to-day all over the country where tariff or board
rates, rules or regulations, are maintained for all com-
panies—small or large—without regard to united ex-
perience,
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PROGRESS AND Past EXPERIENCE.

By reason of the wonderful progress—almost revo-
Intionary—as to mercantile and manufacturing life,
which has been working and developing during the
past five years, such as difference in-insurable values,
brought about by changed locations involving rate
variations, besides altered methods of conducting busi-
ness, there is reason to believe that these conditions, so
different from those in vogue heretofore, have brought
about many changd views as to individual classifica-
tion.  Some prominent underwriters have indicated
that this very fact prechudes the possibility of an ex-
tended and elaborate classitication list,

Nevertheless it does not appear that there should be
an abandonment of results obtained from long exper-
ience, training and education in the business.  This
reasoning is sound fundamentally, and it does not
seem reasonable to concetve an opiion at - variance
therewith,  As to classitication of risks, for the pur-
pose of arriving at the proper charges to make on
cach class of hazard, the anthor of this article has, for
several years, had very decided views,

Rome was not built in a day; neithe: can a classifi-
cation list that will suit all companies be constructed
immediately. 1t is the belief of the writer that this
can be accomplished only by gradual stages.  Even-
tnally universal classification must come, hut not sud-
denly nor abruptly.  Therefore, merely as a sugges-
tion, the following simple form of classification is sub-
mitted, which will not collide with the established and
adopted Tists of each individual office. It will be
noted that the subjoined List icludes but seven div-
isions, and certainly such a meagre array should not
disturh the voluminous, and, in some cases, puml’:rous
classification lists maintained by several companies.,

The object of this article is to submit a simple form
of classification which will formulate a basis —that is
all-—simply a beginning. From this a more extended
and elaborate list can evolve and be developed as time,
cirenmstances or experience will warrant or demand.

SUGGESTED CLASSIFICATION,

Suppose such a classification of risks as the follow-
ing, embracing the entire field of fire underwriting,
was tried for two, three or even five years, including
records of preminms received and losses and .lm‘\‘ ex-
penses with incidental legal ontlays paid during that
period ; wonld it not be a step forward—an advance
mn the direction of what is hound to come and what *s
<onght after?

The proposed column headings are as 1ollows:

Construction,
irick, Supertor or
Fireproof

Construetien |
Frame or
Birick and Frame

Blanket Form

Bullding
I'se and Oee

Contents

Hent or 1 Loases and
Adjust-
Losses and| Losses and Premiums ment and
Adjust \djust- | laeal
Prombums  ment and | Prembums ment and | Expenses
Legal | Lewnl |
Fapenses | X penses |

The seven general classes, with their subdivisions,
are named below :
Risks.
Class A
apartment

Dwellings— not more than two families;

houscs or flats no  stores; apartment
houses or fats—with stores (see class B stables—
private: hotelse-apartment or transient;  churches,
schools, colleges, convents, club houses and  public
bulidings ; office buildings —chief occupancy. otals
reported for class A,




