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1 arn, therefore, an ardent defender of th,- agrency
system-not, please note, in the form in wvhieh it is ad-
îuinistered in Canada to-day-but in the form in which, it
may ho and will be administered when the requirements of
efficiency and economy bring it te its best developmrent.

Some Weakuesses of Agency Systemn
Lot mie now point eut sorne of the inherent anomalies aud

weakuesses of the present agency system:-
1. There is at prenent a great confusion in the relative

responsibilities and duties et an insurance agent and an in-
surance broker. Every agent wishes te ho the sole and ex-
clusive agent of his company. Every agent aise wishes te
hold himself out as a broker representing the interests ùf
the assured and interested in securiug for himi the best pos-
siblo treatment. This is particularly s0 in the case of the
non-resident company, represented by a general agent. The
general agent is autherized to represont and bind his com-
pany, but considers it his duty at ail timnes to secure for the
aumured the lowest possible rate ef premnium, and iu any
dispute which arises hotween the. company and the assured,
he expects the privilege of presenting the case for the
assured in its strongeat possible light.

Method of Remuneration

2. The. very form of remuneratien paid bas add.d
te this confusion. To quote fromn a paper written b>' the.
Honorable John S. Pattorson, Texas State Commissioner of
Insurance and IBanking, speaking of agents' commissions,
ho says:-"Most vital of al is the miethod adopted by the
company in compensating the agent. If you are faithful you
are peualized; if you are unfaithful you are rewardod; I
assert there is not ono aet you can do for the protection of
your cempany which does not diminish yeur compensation.
If youî refuse te accept a hazardous risk, yeu get nething;
if yeu seek te eliminate the, meral hazard by reduclug the, in-
suranco, you reduce your commission. If yen aid your cern-
pajiy in regsstng a frauduleut claim, you lose your customer.
If yon over-insure, yeu get your shareoef the profit. If yen
refuse er cancel a hazardous risk, you loe the. business and
the commission te yeur less scrupulous competitor. tinder
1h... couditiens, what chance bas the faithful agent when iu
competition 'wltb an unfaithful one?"

1 think Rt is agreed that the ver>' ferm of romuneration
pald lias put, a preminni Dn inefficiene>' aud heon a tempta-
tien te prostituto the business.

3. The. tact that the assured is not a party te the ceom-
mission h.rgaln enables the competition of companies for
the services ot an agent te force up the. rate et commission
at the expeseof ethei assured and without permitting the
assured an epportunit>' te proteet himself.

4. The tact that business is largel' conutrolledl b>' the
agent threugh hi. persoual conuection rather tsan b>' the.
a.mpany has, under the. stress of conipotitien, requlred the.

sredr of the control of the policy of the, company te the
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able autherity 80 tint the service he renders is very reaI.
There is a fixed rate of commission payable by the tariff coin-
panies by agreement ou the varieus classes of risk. The
cliief danger is revealed by the cemplaint of the local agent
that aIl the big business ef bis district is handled through noms
Toronto or M.%ontreal office. I amn informed on reliahie
autherity thnt 40 % or more of tie business written in Tor-
ente is written on preperty situated outaîde et Toronto. The
publie is vitally conicerned in tuis circumastance, because,
the rates of agency commission beiug unlimited in Toronto,
the business which, if written by local agents, would have
cost onl>' 15 or 20%", according te the, tariff, uiay cest 20, 25
or 30%, by passing through the hands of Toronto or Montreal
brekers. Whon you calculate the arnount of that expense iu
the aggregate you will find it a very considerable sum.

It i. tiie free or open cities that bedevil the agency
system.ý Halif:ax, St. John, Toronto, Winnipeg, Vancouver
and Victoria are still free cities. Montreal, and I believo a
number of your western cities, are free cities for general er
spewcial agents. I assume that the. same reason i. responsuble
for the ether cities belng open, as in the case of Toronto,
namely, the absolute. impossubulit>' of securing an>' agree-
ment amnoe theý comipanies. Even in cases where agree-
nment,; have been miaie, a way out has been fouud by some
ingenious companfies through the ereation of underwriters'
agencies, which are niere fictions for the, evasion of trouble-
soie obligations.

1 know,\ ot a very recent exapl la which this insurgency
amiong the companies displayed itself. A very old English
compan>'iti that had been in Toronto for about ten years em-
ployed an aggressive agent. Hie circularized every barrister
and solicitor in Toronto, asking thieni te, send him aiil the
business they ceuîd centrol, and offeriug to pa>' themi 30¼
commnission. When he was renionstratedl with bis excuse
-as that ail the usual and legitimate chanucîs for securing
business had been taken b>' older established agencîes, sud
ho had, te get business somehow.

Ilow Costa Pile Up
You know et other methods by which commission Costa

are pyrainided, Nýew cenipanies are coristanitly seek-ing an
entrance te the. Canadian business. The.> prospect the cit>'
for a suitable man te act as general agent. If difficult>' ls
encountered in securing a connection with eue of the large
firmns at a reasonable rate the>' se.k eut the branch manager
et a well-established cempany. Tii. transaction is tee
familiar to you ail te no.d description. The man who was
receiving 20 per cent. on an insurauce connection et $40,000
Premlum income uow receives 25 or 271 ,, per cent, on the
same frein the new company or his old company advances
is raite3 te hold the agent. Iu eltiier case the coqt et ln-

surance te the, iusuring public is increasedl and the. service
rendered remalus thie same.

Consider suother pecullar develepment ef this situation.
Let us suppose that John Smith is a genoral agent jor
three cempanies A., B. and C., from iiju lie ia .ntit44d to
a rate ofcomisUsonofe25 per cent. Heis aloa odnr
agent for three cenipanlos D>., E., F., fo hmh nett
te receive 15 per cent. But~ George Bonnx ori
general agent fer D., E., F. and recees 25 per cent. on
their business and ordinar>' agent for A., B., C. John
Suilth roceives a lineofe inmurance et $100,000 te Place.
NaturallY ho Places as mach as possible et bis lin. wlth the
cenipsuies A., B. sud C., trom whomn ho gets the. high rate
et commission. But they> cai oiily tae $60,000. Oue weuld
erdinaril>' exPeot hlm te place the. balance with D>., E., F. at
15 per "~nt. But ne; lie call up Brown and says, Have you
$4o,0oo of insurance fer exchange? If it isn't immediatel>'
available Brown promises te roture it at as eari>' a date as
possible, se the, free onchange is made aud the $40,000 ls~
placeij with D., E. sud F. b>' Brown lnstead et Smnith sud
Br:own collected 25 per cent. In returu Smith gets $10,000
ef anotlier lino frein Brown which lie places with A., B. sud
C., sud aise gets bis 25 per cent. B>' this ingenleus arane
mont beth Brown aud Smith have profited te, the extent, of
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