
as jn the second method we would often be crediting Next we may ask. after we have gathered through 
or economically remunerating a man for obeying the inspection "f the individual plant-, tin- data requisite 
law a slate of affairs not to be desired in any pha-o to prove whether a plant i- allow or below the e-tab
,,f human endeavor. The third method, that'of the lished average, how are we going l> mea-ure the
establishment and definition of an average plant a- value on the different items in the schedule
thn are to-day. with debits and credits for -ub and structcd? Here, gentlemen, the an-wer

standards respectively, is the method or pro- simple, because a- previously stated, we have no
dependable American data or statistic- a- to eau-e-, 
frequency a I severity of industrial accident- on 
which to base these values scientifically. There are 

vers few American companies who have kept -tati-- 
lt has one distinct advantage, and that i-, the ha-i- ,,tl ^-itht-r of these three subject- under liability
rate will be more easily determinable under Ihi- plan insurance. They were not es-entia! to the conduct 
than either of the two foregoing. The basis rate | (bât class of insurance, and therefore the 
under the third method will more nearly approximate .ial)iVs were justified in not incurring the added ex 

present rates for workmens compensation in-nr |,en-e of gathering then; an expen-e which would 
ancc as based on the law of average- l lie ah-ence |lavt. increased the cost of their statistical depart 
of dependable data, public or private, on this eon mint' considerably They will, however, Ik- essential
tinent as to causes, frequency ami severity of in under workmen's compensation insurance, and it may
du-trial accidents, will make it difficult to c-tahh-h 1|nt jK, anljs< p, suggest (although I know the coin 
the basis rate under cither of the two first method- pane managers have already given it attention i that

I said the basis rate under the third method would ,|le >0oner all the companies agree on a uniform -\-
more nearly approximate the present workmen'- - ,vm ,,f gvv],;„K statistic- on tlu-.-c item-, the -■ 
compensation rates (that is, of course, assuming that wv wj|| |IV t,, u-i them in as-igning tin scientific 
the-e rates tire correct 1. and I think that statement ant| jrllt. v alne to ;mv given catt-e. 
i- justified. This rate is. as we know, computed on | - 
the law of average or based on the cost of accident- 

wide area in the particular classification under 
ideration. Now 1 think we will all agree that 

a number of the industries embraced in that clas-ili 
cation have been paying too large a 
average itt comparison to the number of accident- 
which have occurred in theirs and in other plants, and 
in comparison to the probable or anticipatory 
dents which the physical and moral condition of their 
plants presents a- against others. On the other hand 
it is equally true that many of them have been paying 
too little in the same comparison, and to equalize till- 
injustice, merit rating steps in—not to annihilate the 
law of average on which all true insurance is ba-cd 

hut rather to amplify that law. 1 think, therefore, 
that we may now define a merit rate as “a rate "it an 
individual plant, based on the basis rate of the ela—i 
firation to which the plant belongs, with debits and 
credits in direct ratio to the ratio of safety to proh 
able or anticipatory accidents that particular plant 
presents compared to the average plant of to-day of 
the same classification."
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cons however. Several companies have kv|it -taii-tic- on 

these subjects, and we have tens of thousands of acci 
dents classified under specific common eau-e-. which 
undoubtedlv will he placed at our dispo-al when 
affixing the values in our schedules, and In-side- we 
have volumes of European experience and statistics 
on the same subject; statistics. In the wav, which are 
positively dependable. I take the liberty to state, and 
without fear of successful contradiction, that we have 
shown too great an aversion to the use of V.uropcau 
statistics at all; that i-. as far as the causes, frequency

There is a

share of the

anil severity of accidents is concerned, 
way in which these statistics, and especially the t.er- 

and Austrian, may he of great value to us for 
comparative purjtoscs, and in which tlu-\ may he 
quite safely utilized.

In an address delivered before the Xvtttavial So
ciety of America at their annual convention in I or- 
onto, Mr. A. II. Mowhrav. a consulting actuary of 
San Vraneisco, C al., outlined a plan, which I f<>i one 
hclicvc ha» a great deal of merit. I agree fully with 
him that if the Herman and Austrian -tati-tic- on 
these items are handled carefully bv the underwriter,
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Necessity of Inspection.
We are, however, not so much interested in tin- 

phraseology or term of what we arc going to do a- 
are we, in how are we to do it. The question a» t" 
how we are going to measure the degree of safely 
in the individual plants in comparison t<> the average 
plant naturally presents itself first. How must it he 
dune? The answer i- simple—hv ins|iectiim. The 
inspection is the crux of the entire problem, lieeau-e 
here is where the expenses are incurred, and it is 
expenses that company manager- are all endeavor 
ing to keep down. However, this is an absolutely 
essential and necessary expense that must he in 
vurred, and charged to the ultimate cost of work 
men's compensation and other forms of liability in 
stiranee, whether this insurance i- underwritten b\ 
stock companies or hv other methods, ami it is here 
hardlv necessary to state that the stock, companies, 
with "their already existing organizations of ex|«ert- 
and trained men, offer an advantage over other in-nr 

carriers in this resjtcct a- in every other, -o great 
as to he entirely beyond comparison.

actuary and -afety engineer co-ordinately, we 
find their use of great benefit in the solution of our 
problems on this continent. Difference- in amount 
of compensation, and all basic conditions hearing upon 
the cost of insurance must he taken care of in the 
basis rate, and -imply the varying coiulitiotis in the 
individual plants, in the merit rate.

Another factor entering into the successful applica
tion of merit rating of compensation vi-k 
with which we are going to have some trouble, i- the 
segregation of payroll so as to determine the relative 
importance of a given eau-e, that i-. the amount "f 
payroll which i- exposed t< a -pccilic van-,- in a par
ticular plant; this you w appreciate will van in 
practically every instance, h'or the pre-cut. however, 
we must be satisfied if we secure data on the approx
imate numlier of employees so exposed. !<» endeavor 
more refinement on that point at this time would be 
suicidal.

and one
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