
I the chronicle.Montreal, September 17, 19is No. 38. 1059

to pay a higher rate of interest than if its buildings 
had been protected by insurance.

In point of fact there is no difference between 
this kind of self-insurance on the part of a munici­
pality and the same practise by an individual. 
Suppose that a merchant took chances in this way. 
What would be thought of his lack of foresight 
and his reckless reliance upon chances. A form 
of business procedure which, in his own case, every 
property owner would regard as highly improvi­
dent, cannot be a prudent course for a municipality 
to adopt.

FIRE INSURANCE RATES.
It has been said with a good deal of truth that 

fire insurance is mainly a question of rates. This 
is so, because it is necessary in the best interests of 
the business that rates be both adequate and equit­
able. Adequacy is necessary in order that the 
financial permanency of the insurers may be main­
tained; equity, since it would be obviously unfair 
that one class of policyholders be overtaxed to 
compensate for deficient premiums paid by another 
class. It is true that the balancing of deficient 
premiums in one quarter by excess premiums in 
another may result in the maintenance of a due 
and proper average in the general rating. But 
these incongruities of rating result eventually in 
the placing of the business upon an unsound basis, 
and destructive competition follows. Moreover, 
an undue dependence upon the character of the fire 
loss fluctuations so that rates of premium more or 
less follow the periodical rates of loss up and down, 
entirely ignores the important fire insurance princi­
ple that the premium and its reservation should 
anticipate the loss.

Fire insurance is undoubtedly an affair of mu­
tuality. It is in fact an account among the owners 
of a large volume of different risks, each contribut­
ing to indemnification of loss pro rata, according to- 
his share in the contribution to peril. The under­
writer is in the position of an attorney of those 
who thus contribute in order that as individuals

Fire Insurance Worth a Fair Price.
There remains the third alternative to the muni­

cipality desirous of "saving money” on its fire in­
surance, of joining with other municipalities in 
getting insurance in an organisation which insures 
municipal property only, at a lower rate than that 
commonly given. Some attempts to start such 
organisation in Canada have, we believe, been made- 
As to its desirability, these points come to mind. 
If the organisation cuts rates, it can only re-insure 
its risks, as of course it will be compelled to do, 
with insurance organisations also cutting rates. 
The re insurance organisations might be strong 
enough financially to carry the risks, but cut-rate 
fire insurance organisations do not usually beget 
confidence. There is an organisation of this kind 
in England which has been working about 12 years 
and which, while still a small affair, appears to have 
obtained a certain measure of support from various 
municipalities. Its history, however, includes the 
withdrawal of municipal authorities who at one time 
supported it, on the ground inter alia that its re­
insurance arrangements were unsatisfactory, and 
various news items which have appeared from time 
to time suggest that some at least of the re-insuring 
companies it has had dealings with, would not beget 
any very strong measure of confidence in those 
acquainted with the fire insurance business.

To sum up, municipalities who think they 
save money by indulging in fancy insurance 

schemes at the present time will be well advised 
to turn to some other quarter for possible 
omies. Fire insurance, if it is worth anything at 
all, is worth paying a fair price for. The risks involved 
in the schemes enumerated are out of all proportion 
to anything that could possibly be saved by them and 
a municipality which adopted them would merely 
la- advertising the lack of foresight and poor busi­
ness judgment of its administrators.
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they may be protected financially against the 
hazard of fire. The stock capital on the part of 
the underwriter constitutes a pledge of good faith 
on his part—a guarantee of the safety of the funds 
entrusted to his care and of their due payment in 
case of necessity.

The fact that mutuality is the fundamental
principle of fire insurance, even though carried on by 
stock companies, is seen in daily practise. An im­
provement in the risk by the insured leads to a 
corresponding reduction in the rate of premium re­
quired to cover the risk up to a specified amount. 
Similarly, an improvement by a community in 
water supply or in fire fighting appliances is given 
credit for by a general reduction in the fire insur­
ance rates of the whole community. On the other 
hand, increases in risks necessitate increases*in 
rates. It follows from this principle of mutuality 
in fire insurance that reduction in rates must de­
pend upon the insured themselves. If they are 
able to reduce risks, and eliminate common origins 
of many fires, the rates charged them will naturally 

™, . _ . fall. Insurance men and companies may perhaps
act as the leaders in effecting this, but without the 
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