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valence of this evil, even in the business secured by men
who do recognize it as an evil, and are earnestly desir-
ous of avoiding it, depends largely and almost entirely
upon whether their competition is against other men,
who either willingly or unwillingly are offering the in

ducement of a rebate. It cannot be denied, however,
that in a vast number of cases, the condition that gives
rise to the allowance of a rebate does nof resuit from
fierce competition, but the agent rofuntarily suggests or
offers a rebate in the belief that his so doing will prove
to be the readiest means of assisting him in his effort to
build up a /arge volume of new business irrespective of
its gwality. In such cases, it appears that the soliciting
agent must be overpaid, according to his own estimate
of the value of his labor and services, the measure of
that overpayment corresponding exactly with the
amount of the rebate that he gratuitously voluuteers to
allow—or else we must adopt the only other reasonable
alternative to this proposition, that the basis of original
compensation is in itself injudicious and erroneous,
which does not alter the fact that that part of the com®
pensation which is based upon the first premium pay

ment is excessive.

If our assumptions are correct, and if the reasonable
deductions that we draw therefrom are tenable, it logi-
cally follows that, in the majority of cases, the too gencr-
ous compensation allowed to the soliciting agent for
the services he performs (or the injudicious method of
determining it), together with the unhealthy and unre-
strained competition that has so long prevailed, are the
principal causes which appear to be directly responsible
for the rebate evil.

In making this radical assertion, I do not wish to be
understood as necessarily inferring that the nen-rebating
agent, who receives the same compensation as does the
ageut who makes the rebate, is an overpaid man; be-
cause, I do believe that the gua/ity of the business put
upon the books of his company by the agent who, un-
der no consideration, will cousent to make a rebate,
makes it worth to the compauny every dollar of the
mouey that it pays to him ; while, at the same time, 1
cannot escape from the natural inference that the rebat-
ing agent places upon the books of his company a
business of much inferior value. Consequently, the ex-
cess of compensation paid to the rebating agent is, at
least, equal to the amount which he gives away in this
manner.

Not until the compensation ot the soliciting agent is
so graded as to make it correspond exactly with his
necessities, and the true value of his services, and not
unti} the competition is restrained within healthy and
natural limits, can rebating become a thing of the past,
and cease to be an clement of danger to the life insur-
ance companies.

Bear in mind that I am now cudeavoring to deter
mine the causes of the abuses to which the system of
life insurance is subjected, several of which abuses I
cnumerated in the treatment of this subject in the last
issue of \.ds Journal. Later contributions will be
devoted to ths ¢ffects that grow out of them and result
from them, and to the suggestion of possid/e remedies.

Why is it that such au enormous volume of business
is written upon apparently bfone fide applications, and
yet never paid for?  What is the cause of the alarming
lack of persistency of such an overwhelmiug proportion
of such business as really s settled for, and bears every
outward appearance of having been legitimately
sccured 2 Of course every policy applied for and writ-
ten is a costly experience to the company writing it, if
it be ultimately returned to the company for cancella-
tion, as unsettled for, or what is technically termed
“ Not Taken.” No one kuows this fact better than the
agent who took the application, and yet it is beyond
question that in the majority of such cases, the solicit-
ing agent knows that he has not a ghost of a chance to
collect the preminm. Knowing this, he, nevertheless
writes up the application, and deliberately puts the
company to the expense of a medical examination in
order to make an illusive showing, and to make it
appear that he is working diligently. No policy is
profitable to a company unless it be persisted in, at
least, long enough to reimburse the company for the
original cost of writing 1it.

A large volume of “not taken' business, and a
general lack of persistency in all the business written,
are two of the worst evils from which a life insurance
company can suffer, and the most effective hindrance to
its progress. Two casily recognized causes are pri-
marily responsible for both of these evils, and they will
never be effectually cradicated until the causes that in-
duce them are removed. These causes undoubtedly
are the pernicious system of rebating, and the writing
of new business under far too high a pressure—an un-
healthy condition of absolutely unrestrained competi-
tion, that has in view the sole object of writing the
largest possible volume of new business, without the
slightest thought as to its quality, and without hother-
ing to test the question whether it is worth having or not.

In 1894 the insurance that lapsed for non-payment of
the premiums due in the second year of policy exist-
ence reached the aluost inconceivable amount of about
seven hundred millions of dollars. ‘The plain, com-
mon-sense meaning of such an exhibit as this is that
certainly five hundred millions of that business should
never have been put in force, because it never was in.
tended to be renewed beyond its first year, The com-
panies, in their goodd faith, paid for that five hundred
millions of dollats of new business preciscly the amount
that they could have afforded to pay for it on the
assumption that it was good, clean, desirable business,
and would prove to be of a reasonable and satisfactory
degree of persistency. As it trauspired, however, they
paid for it far more than it was worth, and the excess
of its cost became a dead loss to the earnest, conscien-
tious and doria fide insurers.  ‘This disastrous showing
was undoubtedly very Iargely the fault of the compa-
vies theinselves ; because it must be patent to all impar
tial ohservers that they not only tacitly permitted the
continuauce of unprofitable conditions of competition.
utterly irreconcilable with the requirement of good and
persistent business, but even offered inducements calew
lated to make the condition still-worse.



