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FIDELITY INSURANCE AND ITS
SOCIAL EFFECTS. -
RESPONSIBILITIES OF FIDELITY INSURANCE COM-
PANIES IN DEALING WITH DEFAULTERS.

On the introduction of corporate suretyship
into the United Btates, some fifteen years ago,
it will be recollected that its promoters ad.
vanoced arguments pointing to its necessity as
a system of underwriting, alike from the view
of the guaranteed, the principals and the in-
dividual guarantors.

That the utility of the insurance has been
recognized may be accepted, the amount of
bonds issued by companies reporting to the
New York department alone, during 1892,
showing $280,000,000 ; and it is fair to assume
that at present nearly every prominent ocor-
porate interest in the United States and
Canada requires this form of security from
trusted employees.

Prominent among the claims made on be-
half of corporate suretyship has been the argu-
ment that its operations would serve to re-
duce the frequency of defalostions; that
selected risks only would fill positions of srust,
and that defaulters would be traced, and pro-
secuted to conviotion, if only for the sake of
example.

It may be readily realized from the volame of
business transacted that the managements of
fidelity insurance companies control extensive
influence in the personal relations between em-
ployera and employed, for in the seleotion of
their businees they can dictate who shall be
acoeptable for a place of trust and what shall
constitute a sasisfactory basis of accounting
and supervising, and when defaults ocour in
what oases punishment is to be inflicted,
clemency allowed, or restitution accepted.

It is tge purpose of this communication to
remark briefly upon the unfortunate social
oonditions likely to resuls from the conduot of
fidelity insurance on other than the most ap-
proved systems of underwriting, and while the
writer is not in possession of statistics show-
ing the partioulars of olaime made upon the
ocmpanies, and their individual adjustments,
he has been afforded oonsiderable opportunity
for observation.

Of reocent years, owing to the multiplicity of
companies, fidelity ineurance has been the
objeot of keen ocompetition, and it is8 to be
feared the examination of risks assumed has
been largely ignored in the desire for premium
revenue, and redaction of inspection expenses.
As a natural result employers have learned to
take the position that the risk of indemnify-
ing them against loss, through dishonesty of
employees, is mainly & question of the lowest
ourrent rate, and that by paying for such in-
demnity they should be largely relievod from

the responsibility of selection and oversight of | §

employees. It will appear, therefore, that
laxisy by fidelity insurance companies in the
sorutiny of an employer's accounting methods,
or i¥ the personal character of individual
oases, must in the long ran produce a higher
average of default than if the system did not
exist.

Assuming that the managers of fidelity com .
pauies regard the interest of their stookholders
as paramount, their firet efforts are probably
directed to obtaining reimbursement for any
loss sustained, and it may be assumed that
this is frequently obtained under the alierna-
tive of oriminal proceedings. Under such
ciroumatances relatives of the defaniter usually
suffer, they being- principally interested in
preventing family disgrace. Should no re-
covery be obtainable, or the benefit of example
be apparent, the law is no doubt allowed to
take its course. In either onse it will be seen
indirect suffering is inflicted, and it cannot
but be recognized, in this view, that the fidelity
insurance companies have exoceedingly grave
eocial responsibilities.

Is will be found upon inquiry of fidelity loss
adjusters that their duties have often brought
under their observation cases in which severe
domestic hardship has been entailed by defal-
ocations, and furthermore, they will not deny
that in probably the majority of cases more
extended investigation would either have re-
vealed the unfitness of the employed for the
position assigned to them, or demonstrated an
undue exposure to loss through opportunities
afforded for concealment of thett by loose ac-
oounting methods. A

Fidelity insurance ocoupies a different posi-
tion $o thas of any other line of underwriting in
that it deals more closely and directly with per.
sonal relations, hence 14 would seem inonm-
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bent upon officials of the companies to realize
that they have other responsibilities beside an
active search for revenue, and that they are
under moral obligations to society to devote

SR
their fullest energies to a thorough analysis of ﬁ
M

risks presented.

The future sucocess and progress of the busi-
ness will largely depend upon the lioy of the
managements in this respect, anso a8 experi-
ence is gained itisto be hoped that publio
sentiment will be trained to understand that
fidelity insurance when scientifically conducted
can exert only & beneficial influence in social
effects. —W. H. L., in Christmas Chronicle.
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The stocks of grain in store at Port Arthur
on 16th December were 1,295,519 bushels.
Daring the week there were received 84,020
bushe., and shipped 677 bushs., leaving in
store on the 23rd December 1,378,872 bushels.
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