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FIRE INSURANCE.

The thought of fire insurance originated in Ger-

many in 1609, but owing to superstition among the peo-

ple, it never materialized. The first public record of

definite action in regard to fire insurance is found in

England in 1681, when an English insurance fund Was

formed by an act of the Corporation of London. But the

first regular fire insurance office was not 'started un-

til 1696, thirty years after the great London fire.

The name of the company was the Amicable ContribUtion.

This name, was changed in 1718 to the Hand in-HancL

This was a mutual company and is still in existence.

Thus, fire insurance existed in England for seventy

years before it first developed into an organized form

in North America. To some extent it was practiced

through agencies or individuals prior to 1752; but in

1752 the subscribers to the first American insurance

scheme met in the courthouse in Philadelphia and elected

twelve directors, Benjamin Franklin's name standing at

the head of the list. This was the Philadelphia Con-

tributionship, and the company is, still in existence.

From this small beginning the fire insurance enterprise



has expanded to a startling magnitude.

During the last twenty-five or thirty years the

growth of the fire insurance business of the United

States has been in close correspondence with the in-

orease in this country of insurable property, and hence

at present, instead of not realizing the advantages of

this form of protection against loss, it is probable

that the American people of all classes have the destr-

uctible property they own, better insured against loss

by fire than have the people of any other country.

KINDS OF FIRE INSURANCE.

The business of fire insurance in the United

States may be roughly divided into three classes -that

carried on first, by the stock companies; second, by

the mutuals; and third, by the factory mutuals. By far

the greater part of the risks insured are written by

the stock companies.

The tendency in the development of the fire insur-

ance business in the United States appears to be toward

conoentration under the control of a few large corpo-

rations, these located in special financial centers.

Under present conditions, a stock fire insurance

company organized to carry on a profitable as well as

safe business, has to cover in its contracts a widely

extended field of operations. One of the large compan-



ies of New York` which in 1902 reported the value of

risks written at more than one billion of dollars (t1,-

000,000,000.), had only a little over two hundred mil-

lion of dollars at risk in the state of New York, the

rest being scattered in thousands of cities and towns

in the United States. To carry on successfully a bus-

ineSs of this size and detail requires a carefully ar

ranged organization. By the method commonly adopted,

the country is divided by State or sectional lines in-

to the desired number of districts, each of which the

company places under the control of a salaried official

who has hid headquarters at some convenient and central

point in the designated territory. The duties of this

manager or special agent are chiefly those of super-

vision. The company has its local agents, whose remun-

eration usually consist of a commission based on the

premiums received for risks written by them.

But since the desire to secure premiums upon which

commissions can be earned may lead the lOcal agent to

take doubtful risks on behalf of his company. It is

the duty of the special agent to check this possible

recklessness; hence the risks written by the local agents

have oommunly to undergo the supervision of the special

or general agent.

Under existing conditions, fire insurance as car-

ried on by the stock companies is largely speculative

in its character. Aside from such conflagrations as



that at Chicago in 1871, which involved tremendous loss-

es, the fire losses of the United States from year to

year show wide variations. The New York State reports

indicate in the experience of the companies covered by

them,: that the average for a long series of years has

100)4:4 loss of 48 cents for each $100 of insurance

written by the reporting companies, a record which can-

not materially differ from the experience of the entire

country. The fluctuation, however, is altogether too

great to admit of a satisfactory scientific classifi-

cation of rates.

All fire insurance companies keep what they term

their tables of experience, upon which corporate policy

is.largely based. There is a material want of uniform-

ity in these experiences. The records of one company

mayehow a profit: oy insuring woodworking risks, while

the recordsof another company of equal size, may be

wholly the reverse of this. These records cannot be

:depended upon any more than to serve as guides for gen-

eral action. They have nothing that corresponds in

Soientifio accuraoty tb the actuaries' table of mortal-

ity. The most hazardous risk may never burn, the one

which appears least hazardous may be destroyed by fire

Within a few hours after the policy has been issued,

and there has not yet been formulated any generally ac-

cepted table of loss averages.



Life insurance companies establish a certain stan-

dard of physical health to which those to whom they is

sue their policies must conform. To those who can suc-

cessfully pass the mediaal examination, policies are

issued at a uniform rate of premium. The fire insur-

ance companies have their lists of prohibited risks,

though there is no uniformity in these prohibitions,

for in practice nearly all risks can be insured in one

company or another; but they do try to make the rates

they charge correspond to what they believe to be the

probability of loss. They depend to a considerable ex-

tent upon their judgment,, though they have a schedule

system of rating, drawn up as the outcome of combined

personal experiences. Still they lack the scientific

certitude of life insurance rates determined by actuar-

ies'. tables of mortality. One advantage which has come

from the use of the schedule system of rating, is the

penalization of recognized defects in the risks thus

classified. For example, in the construction of build-

ings certain bad methods, such as the maintenance of

vertical openings through the doors, or in the process-

es of manufacture, the useof explosives or inflammable

materials can be previnted if heavy, specific charges

are imposed in the insurance rates for such needless

hazards.

These movements toward uniformity of system are

made possible only by the union of the larger number of



the fire insurance companies into local and national or-

ganizations. The practice of corporate combination, in

agreeing on a soale of prices, seems inevitable in a

business where the cost of the service rendered can

never be predicted in any individual instance, and only

roughly so in a great aggreption of instances.

The obvious reason for the establishment of these

assooiations is the need that exists that their members

should write alloh policies as they may issue upon a

uniform and determined basis of rate.

It is the plactioe of all of the companies that

insure fire risks in this country to insist that the

assured shall either insure his prope*ty to eight tenths

oits value, or shall pay an increased rate for the

Trotection that his policy gives to him. This rule

does not, however, apply to dwellings and their contents

which are generally considered an exceptionally desir-

able class of property to insure.

The usual life of a policy one year. If written

for a shorter time the rate charged is considerably

higher than what would be the pro rata of the annual

rate. In the case of buildings and their contents, it

is often the oase that policies are written for a term

of five years, the rates in these cases varying, accord-

ing to the local custom, from three to four times the

annual rate.

The annual fire loss of this country is greater



than the combined fire losses of the United Kingdom,

France, Ger anyl.Austria and Italy. This is due to our

defective building laws, to the poor enforcement of

those we have, to the greater recklessness of our peo-

ple, and to the tendenoy to accumulate large values in

merchandise in buildings of great and undivided areas,

thus permitting one fire to damage or destroy property

worth enormous sums of money.

Considered in its broader aspect, alllite insur-

ance is carried on upon the mutual basis; for the stock

companies do not intend to pay fire losses from their

capitals, which are held as reserves to meet some great

catastrophe. The stock underwriter collects premiums

from a large number of property owners and uses these

for the purpose of paying the fire losses which come to

a few of those whom he insures.

Under the purely mutual system, the companies have

no capitals belonging to stockholders, for all of the

corporate assets are the property of the policy holders

for the time being, who, when they take out their boll-

cies, obligate themselves to pay upon demand, in adai-'

tion to whatever premium they then pay such further

sums as may be necessary to make good their share of

any exceptional loss that the company may sustain, this

contingent liability being usually limited so as not to

exceed two, three or four times the sum of the original

premium. If-the business transactions of the company



are carried on upon a-low loss ratio, the profits, after

deducting the expenses and salaries of the company of-

ficers, are paid back to the policy holders in propor-

tion to their original premium contributions.

This is an entirely equitable method, and, when the

business carried on is confined to isolated risks of a

non-hazardous character, the result has proved satis-

factory. By this means, the expense of fire insurance

'has been reduced to what it has actually cost, and when

limited to a few classes of risks, such as dwellings and

contents, or unexposed buildings occupied for

stores and dwellings, it has been possible to establish

rates of premium which have been reasonably fair to all

participating policy holders. The disadvantage of the

mutual system appears when .the corporation has taken

too great a risk and the policy holders refuse to pay

their share of the funds.

The factory mutual system is a distinctly' American

outgrowth of the ordinary mutual method of providing

indemnity for fire losses. The first company of this

type established was the Providence Manufacturers' Mu-

tual Fire Insurance Company, which was incorporated in

1835; but there are several of them now. These com-

panies were the outgrowth of the belief on the part o

certain manufacturers that the stock companies ere

charging for insurance protection unwarrantably high

rates, and that it would be better for these manufact-



urers to try the plan of insuring each other. By bring-

ing to the attention of the manufacturers the advantages

of certain improvements and inducing the manufacturers

to use these improvements, the probability of fire loss

in these risks has been brought down nearly to the level

of the fire hazard in ordinary dwelling houses.

By combining fire .insurance with supervision of

risks, it would be possible to reduce the enormous fire

waste of the United States to reasonable proportions.

With the larger risks, the system of frequent inspections

is quite generally applied, while the increasing use of

automatic fire extinguishers and the scientific regu-

lation upon safe nrinciples of all new mechanical de-

vices by the Underwriters laboratory which the stock

companies have established, give promise that in the

future the needless losses by fire will be greatly re

duced in number and volume to the ultimate benefit of

all classes of insurers.

Fire Insurance Laws in the State of Oregon.

The Secretary of State is Insurance Commissioner,

and no company, corporation, or association organized

under the laws of this State, shall be permitted to

transact a life, fire, or marine insurance business in

this state without a certificate from him authorizing

and permi:ting the transaction of such business,

It shall be the duty of the Insurance Commissioner

to -'see that all laws Cf this State respecting insurance



companies are faithfully executed, and to file in his

office every charter or declaration of organization of

a company organized in this State.

No loan can be made to any stockholder by any in-

surance corporation formed under the laws of this State,

nor shall any stockholder be interested in any way in

tiny loan, pledge, security, or property of any insurance

company organized under the laws of this State, except

as stockholders in said company; and any property

claimed as belonging to such company, standing in the

name of any person or persons, shall not be admitted

as an asset of such company.

The insurance commissioner is authorized to make a

thorough examination of the books, accounts, securities

and all belonging to any company incorporated

under the laws of this State; and he Lay do so at any

time he deems necessary. If he does not find the cap-

ital paid up to the amount of fifty thousand dollars, he

immediately notifies the company, and if they refuse to

adjust matters, he shall revoke or refuse his certifi-

cate of authority to such company to do business in this

State; and if any company refuse such inspection, he

shall revoke or refuse his certificate of authority

to such company.

Any fire insurance company in this State shall pay

to the insured the full amount of the policy, or the
dft

amount for which he or she is insured; provided, that



the property destroyed be worth at the time of the loss

the full amount for which it was insured.

The amount of insurance written in a policy shows

the true value of the property at the time of the loss,

and the amount of the loss sustained, and shall be the

pasure of damage, unless the insurance was: procured

by, the fraud of the insured. The oompany has the right

.4o rebuild or pay the cash, but they shall make their

ohoioe within thirty days after notice of loss.

The commissioner shall, in determining the liabil-

ities of any fire insurance company organized under the

laws of this State, estimate and determine all debts and

liabilities of such company, and calculate the reinsur-

aneereserve for fire risks by taking forty per centum

of gross premiums on all unexpired risks, and such esti-

mates shall be charged as a liability against such com-

pany.

In the event of the total destruction of any in-

sured property on which the amount of the appraised or

agreed loss shall be less than the total amount insured

thereon, the insuring companies shall return to the in-

sured the unearned premium for the excess of insurance

over the appraised or agreed loss.

Every insurance company or oorporation shall, be-

fore issuing any policy or contract for indemnity for

insurance on property located in the State of Oregon,

file with tne Insurance Comr-issioner of the State the



"title" under which it proposes to write any fire in-

surance in the State of Oregon.

The amount of insurance written in a policy of in-

surance on all buildings insured shall be deemed the

true value of the property at the time of the loss, and

the amount of the loss sustained, and shall be the mea-

sure of damage, unless the insurance was procured by the

fraud of the insured, or the loss was caused by the

Oximinal act of the insured. It shall tle lawful for any

insurance company, liable to pay losses occasioned by

fire, to retouild any structure or building wholly or

partially destroyed of the same style and materials and

of equal value with the one so wholly or partially de-

stroyed, but they shall make their election so to do

within thirty days after notice of loss.

All fire insurance companies must have a uniform

policy, and must conform to the follwong oonditions:

The company shall not be liable behond the actual

cash value, of the property at the time any loss or dam-

age occurs, and the loss or damage shall be ascertained

or estimated according to such actual cash valuei with

proper deductions however caused, and shall in no event

exceed what it would then cost the insured to repair or

replace the same with material of like kind and quality.

It shall be optional with the Company to repair, rebuild

or replace the property lost, or damaged.

The entire policy shall be void if the insured has



concealed cr misrepresented, in writing or other wise,

any material facts or circumstances concerning the

insurance; or if the interests of the insured in the

property be not truly. stated in the policy.

The policy shall be void if the insured has., ar

afterwards makes, a contract of insurance on the prop-

erty covered by the former policy;
. or if the subject

9f insurance be a manufacturing establishment and it

be operated at night later than ten o'clock, or if it

cease to be operated for more than ten consecutive days.

The company shall not be liable bor loss caused

directly or indirectly by invasion, or0civil war.

If a building fall, not as the result of fire, the

insurance company will not be liable.

On the whole, fire insurance companies have pre-

'vented many families from becoming poverty stricken and

the great losses occasioned by the Chicago, Baltimore

and San Francisco fires, has proved the stability of

most fire insurance companies and thus has been a bless-

ing to many people.


