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SOME DIFFICULTIES IN THE RATING OF
AUTOMOBILES.

In the course of a discussion of “Casualty In-
surance for Automobile Owners,” G. F. Michel-
bacher, actuary of the National Workmen's Com-
pensation Service Bureau, New York, pointed out
some of the difficulties in rate making. On this
topic he said in part: :

“Mileage is one of the most important factors in
determining the public liability hazards of auto-
mobiles of the private pleasure type. Still it is im-
practicable as a basis for insurance rate making
for the reason that up to the present time no
effective device has been perfected which will
guarantee the measurement of mileage and at the
same time prevent anyone with fraudulent inten-
tions from falsifying the record.

“The measurement of the hazards of envion-
ment requires some method of establishing rates
for geographical territories. At present this is
accomplished by a zone sys'em which does not
produce entire satisfaction because it inevitably
results in a series o/ sharp lines of demarcation
with consequent abrupt changes in rates * * * *
It is obvious that these inequities will persist until
a simple workable plan of shading the picture
is devised which will recognize centres of high and
low hazard and at the same time grade rates so
that instead of hard and fast zones there will be
gradual changes with no shock of breaking
points.

“So far commercial automobiles have been clas-
sified and rated for public liability and property
damage coverage on the basis of use alone; that
is to say, any car in the service of a baker takes
a certain rate; any car in the service of a brick
mason, another rate, ete. Undoubtedly from a

E

"‘vl;

1
r

|

rl.

l'l [ » '/
't &

Moy g Lol

|
g‘, I I 11!"||;'|l<:ij',i§ e

E\é"G\J O

She’s Daddy s Girl-

The very sunshine of his life. He’s plan-
ning great things for her—if he lives,
And if he dies--well, he’s proud of the fact
that she will then receive--regularly---each
month---as lon,
The Imperial Life to provide for her every need.
You can provide in this way for your little

rite for a copy. Address—

THE IMPERIAL LIFE

Assurance Company of Canada
HEAD OFFICE -

theoretical point of view, use is mot a complete
criterion of hazard. Weight, speed, motive power
and numerous other factors are vitally important
but to recognize and measure them without com-
plicating the underwriting procedure beyond all
reason, is a problem which still remains unsolved.

“These are random examples of the many pro-
blems which face underwriters in connection with
the cletermination of rates. Many of these pro-
blems will be solved as reliable statistical informa-
tion becomes available in greater volume because
the solution depends entirely upon statistical ana-
lysis., Others probably never will receive a
thoroughly satisfactory solution because of the
inherent impossibility of obtaining correct mea-
surement of hazards which at the same time is
consistent with underwriting principles. In other
words, automobile insurance rate making is not
unique. It suffers from all the ills of insurance
rate making in general The theoretically perfect
method of procedure is often impossible of appli-
cation because practical underwriting demands a
scheme of rates that can easily be applied, and
that limits the possibility of fraudulent manipula-
tion to a minimum, Where practice conflicts with
theory, practice dictates the answer to the pro
blem.”

AUTOMOBILE ACCIDENTS.

Cranking causes the largest number of auto-
mobile claims, and collisions next. The latter are
responsible for over half of the total of claims
paid. Skidding and ditching are responsible for
nearly a fourth, Such was the 1918 experience of
the Travelers.
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