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than i 1ts own exact form, that the Universal sys-
tem has had ats practical effects. The continuance
of such local vanations retards the advance to-
wards fully scientific underwriting.  These tend to
nullify the value of the chlassified statistics, which
the companmies are more and more endeavouring to
compile, since these statistics are based upon wide-
ly divergent premiums derived through such rat-
mgs  CHow.” one advocate of the Dean schedule
asks, “can rates be changed mtelhigently from such
statistics to meet a constantly fluctunating oxperience,
and how can the companies give ntelhigent an-
swers to the embarrassing questions that are being
so earnestly propounded by property owners and
state officials I'he question 15 a pertinent one,
but 1t must not be overlooked that even a universal
adoption of any existing  schedule  wounld  not
achieve thoroughly scientific rate-making.  The
ongmator of the Dean schednle, more clear-seeing
than some of his disaples, recognized the truth that
“the crving need m fire insurance, and the evit-
able next forward step i the evolution of the n-
dustry must be umfornmty i the  classifications
mamtamed by, and an annual codification of the
combimed experience of, all compames”  Existing
rating schedules, with all their menits, can be but
I'hey are scien-

expedients wore or less arbitrary

tiie e form, but cannot have more than an em-
pincal fomndation until they  actually  rest upon
averages arrived at from the most systematic obser-
vation of a vast number of eXpasures, under test

conditions It s to be hoped that the war between
the schedules will serve to emphasize the desira-
bty or rather, the necessity — of more thorough
mvestigation of fire insurance data, with the object
of accurately basmg rates upon definite findings.
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CREDIT INSURANCE A NECESSITY.

Report of Address by Mr. Arthur Robinson, before
Rochester Credit Men's Association.

Credit insurance 1s the result of the process of
evolution that 1s gomg on n the busmess world
In the days of the fathers of the older of my
hearers 1t would have been mpossible for the
wildest unagination to picture the volume of busi-
ness that s transacted to-day or to concewve of the
rapidity with which business s transacted through
the new methods which necessity has created

One of the most amportant annovations came
with the establishment, more than tfty vears ago,
of the system known as the mercantile agency. A
rating and report on any concern by one of the
standard mercantile agencies as to-day a letter of
credit i any of the large markets, and nothing
has contributed more to the facihity with which
large transactions are daily consummated than the
confidence ‘which 15 had in these ratings. How-
ever, the ease with which a well-rated concern
could buy in every market suggested to careful
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business men the possibility of great danger thy
well-rated concerns might be tempted into pur-
chasing beyond their means. In other words, p,
matter how accurately the credit man might |y
the line of credit to the resources of the customer
there was always the possibility that the same o
greater credit had been or would be extended by
others. This was so universally recognized thy
various methods were devised as checks agang
over-trading. The interchange among those 1 the
same lines of the amount of sales to a designated
customer is one of these devices. It was eviden
that a merchant who parted with his goods on by
faith in the accuracy of a rating should be .
demnified in case of loss through the msolveney

of the debtor; that some protection <hould he
evolved against the depletion of capital throug
bad debts where reasonable prudence had beey
used m extending credit.

Credit msurance in the beginning w ke all
new (l(‘[l.ll'llll'(‘\ mn every line. It beg 1o walk

in this new field of msurance, very carcinlly feel.
ing its way, and its first policies, compared with

those 1ssued to-day, were very limited cone
With increased experience, the policy + beer
broadened and hberalized from time t tine 4l
to-day 1t covers every known form ot olvency

and the language of the policy 1s clear, conose
and positive, with every clause free from am-
biguity and unmistakable i its languige The
first policies covered only insolvency on rited con-

cerns having either the first or second credit rat-
ing. The pohiey to-day covers all stomers
Those having either a first or second cro it rating
are covered m full to the limit of the ¢ otal and

credit rating of cach customer, while all cthers are
covered for an agreed and specified portion of the
debt.

Credit indemnity limits the annual risk of loss
through nsolvency of customers to a normal
amount, and remmburses in cash for any loss m ex-
cess of that amount, provided the losses and the
sales on which they were sustained were n accord:
ance with the terms and hmitations of the policy
In a word, it elimmates risk of excessive loss from
credits. The  mercantile  agency  furnishes  in-
formation as to the financial strength and rela-
bility of customers; credit indemmty protects from
loss the firm that transacts its business and ex-
tends credit i accordance with that intormation
The credit man who uses the agency to guide hm
in passing on his credits needs a policy of credit
indemnity. He is then on sure ground, and the
limit of liability on each rating is an imfallible
guide to him as to the limit of the credit lie can
afford to give i each case.  To the extent of the
limit of the bond, no loss can be suffered <hould
the debtor become msolvent.

In taking a policy of credit indemnity 1t 15 1m-
portant not to figure on protection against mpos-
sible happenings, but against those which you do
not expect will happen. In this way alone are you
protected when the unexpected failure comes
The concern that to save on the amount of pre
mium takes a small bond with a small amount
of coverage on any one failure, discovers its error
when the unexpected large loss comes. It is better




