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‘  uMORAL HAZARD” IN INSURANCE,

With Special Reference to the Accident Business—

Interesting Paper Read Before Toronte
Insurance Institute.

Below mmunr—o-;u Dr. J. E. Elliott, read
uﬁ.u::uwmumurmonrm,. This

has

It has such an especial interest for insurance
:mm-omumunmmmm
this week in order to make room for a lengthy though most
instructive paper. AN

Dr. John Ephraim Elliott, Chief ‘Advisory Sur-
geon of the Ocean Accident and Guarantee Company,
and the London Guarantee and Accident Company,
read an interesting paper before a meeting of the
Insurance Institute, held at St. George’s
on Tuesday, on the subject of ‘“ The Moral

Hazard in Accident Insurance.” The paper intro-
duces a phase of the insurance business which has
- pot hitherto received the amount of consideration it
has deserved. Dr. Elliott’s address was as follo?s:
N

>

Mr. President and Gentlemen,—I must ask your “kind
consideration of my remarks this evening, as the subject I
have chosen is one that, so far as I can learn, has mot been
heretofore discussed by your Institute,

When your president asked me to address you, I con-
seated before I considered the question properly.  After
baving given my promise, I was at a loss to know what
subject to that would be of interest to such an intelli-
gent body of expert insurance men, all deeply interested in
various systems of life, fire, marine, accident and other
inds of insurance.
many years experience in the various kinds of in-
has been much with the Claims Department. In
is department, one has a good opportunity of judging

nature; and a featfire which not infrequently shows
prominently is a lack of the moral sense of fair dealing
part of claimants. I have heard the térm * moral
ird ” used in connection with life and fire insurance, and

of the meaning of the term_has been that it referred

ty or dishonesty in insurance. I, therefore,
that * The Moral Hazard in Accident Insurance "’
be 2 good subject for an address to the members of
Institute of Toronto.

of the Term. b
order to better understand and to better appreciate
term “ moral hazard ” as we hear it applied to life and
nsurance, I have made some considerable search for
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(1) A game of dice. 3 s

(2) €hance; accident; fortuitous evenmt. | |

(3) Danger; risk; peril; jeopardy. . ||

Thus, the most limited meaning of the

hazard " is honest risk or honest accidenty |

It is not the honest risk or the honest @dcident that re-

quires consideration in‘insurance, but it is the|dishonest risk

or dishonest accident which has to be considegpd and guarded
against, B8

If this limited meaning of the wortls'

‘ hazard ”’ was the intention of t

jords ‘‘ moral

f 'moral ' apd
* inventof| bf the term, I

8+ think a better term would be ** immoral haz@ad |; but I do
Bot think this limited meaning could have beer ﬁ inventdy's
intention of limiting the term to the insured ghly,| but rather

to the broader application of the dishgnesty of} ir dealing

in insurance in its widest sense. If this waginot his mean-
ing, it is the meaning which prevails at the fimesént time, [
th many of

am led to believe, from discussing the suﬂ '
our most experienced men in the various d§
Dishonest and Unfair Dealing. t
1 shall, therefore, use the term * moral Hdgard ”’ in its
broadest sense to mean: il R
(1) The opposite of honesty or fair déalitid on the part
of the insured when making application gr surance and
when making claims. ) i i |
(2) The opposite of honesty or fair déalix
of the agent to the companies and his clienits,
(3) The opposite of honesty or fair d aling
of the medical man in his. relations between hi
the insurance company. |
(4) The opposite of honesty or fair d 1
of the lawyer in his relations with the injuted
his employer. 81
(5) The opposite of honesty or fair .dehli
of the insurance company in its dealing with it
its agents, with its competitors and with itself.
Or, to put it in as concise a form as [pos
say that the ‘‘ moral hazard ” in insuranc y
company takes against unfair dealing in alei’ils
the client, the agent, the doctor, the lawyet; €a
panies and itself. { 11
Modern Companies of Recent Birth, ! F
The history of Accident- Insurance datds bag
period, but the modern accident insura £ Co
its broad policy, is an institution which ,
almost within the last ten or fifteen years. |

di on the part
{ f

sali lon the part
Workman and

lon the part
clients, with

ki to a early
ppany, with

added to the policy, until now, almost alliaccid nt policies

murg on the subject, but so far have not been suc-
in finding anything in the libraries of the insurance
ten: the Toronto Public Reference Library referring
find in looking up the meaning of the words ““ moral ”’
4 i2ard,” that Worcester gives several definitions for
both. His definitions of *“ moral ** are:

(1) ting to or according to the received and cus-
tomary rule of right and duty between man and man; re-
h’ 1 or in accordance with morality or morals; ethical.
g to the private and social duties of men, as
Qvil responsibilities ; relating to the law of
conceived of as obligatory .in. its own

right
“ hature, and not depending on human laws, opwd to

s ‘3) &b‘ to inci :
principle of duty; bound to do what is
right m‘:‘ of discriminating between right and wrong;

-£f1

(" Vﬂntgry- im : . oy
admits 'ty ; implying conscience and free will, that
of a choice between doing or not doing in view of the
(s) right or wrong quality of the deed.
} Good, as_esnm;ted by a standard of right and
4 S; Just; honest; the opposite of immoral.
) Support, by the customary course of things;

.0 Relating 1o mind and not to matter; not physical.

QNM“ .,,M"

tions of Mumnmo“‘ I think, cover all the various applica-

between, + each and all refer to honest, fair dealing
o and man in sense ; playing fair.

give not only indemnity for death, and tothl di Bbility for a
much longer time than formerly, but also i i
partial disability; and also treble indemugity
disability for injuries sustained while riding on!!
veyances and elevators, and for injuries rz' liin burning
buildings, besides: indemnity for disabilityJagainkt innumer-
able diseases. £ 1

The policies are now so broad and s§ bpeh

that it is

causing much anxiety to some of the compani now
what new feature can be added to its present polily thdt may
entice away the client from its competitiors. ' ]

Every new feature added to a policy a@ds A increased
‘“ moral hazard.” Every new feature offe a' gréater oppor-
tunity for the dishonest claimant to getrae béfter of the
company.
Unsound Precedents Established. ¢

Too great a desire on the part ot the gompaies to get

business by trying to outdo the other has ] d to |

jSeness ons

Applications are invited for the position 9t Ingp
British Fire Office, for Manitoba, Alberta, and Sas
Must have good, practical, general training in t‘e bug
with some experience in field work, preferred i

Apply stating sge and experience P 0Bl o ‘.
: i ontreal.
All correspondence treated confidentially, if desired.. §

“bazarg n,i gives the following definitions of the word
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The accident insurance policy of to-day i$ different
from what it was a quarter of a century 9. Then it was
a plain, simple policy, guaranteeing indem:ty fa Hcath, and
a weekly indemnity for total disability. X i

Competition between the companies bedame jol keen that -
in order to attract clients, new features have ‘b in gradually

i



