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Abstract:
This study was a review of the policies and practices employed by the local school districts in Montana
in obtaining commercial fire insurance protection for buildings and their contents. After the data had
been received, an outline of a public insurance program was presented. Questionnaires were mailed to
two hundred seventeen schools throughout Montana early in 1970. One hundred fifty-six responses
were received, or about 71 per cent. These responses represent 80 per cent of the value of public school
property in Montana. A report was also received from the Montana Fire Rating Bureau. This report
showed earned insurance premiums from Montana schools for the period 1959 through 1968 to be
$3,094,616.00, and incurred losses to be $2,672,775.00, or 86.4 per cent for this period. For the same
period the schools reported losses of $2,548,910.39 and recoveries of $2,128,022.46, or a ratio of loss
recoveries of approximately 83.5 per cent.

One hundred thirteen schools reported using blanket policies, and 23 insured their property as
individual risks. The policy periods ran from one to five years. Fifty-nine schools reported using the
three-year term. Of the schools reporting, 123 spread the premium payments out into equal annual
payments.

There is a definite lack of uniformity in appraisal procedures. Appraisals were made by school
personnel, insurance agents, independent firms, or the County Assessor. Forty-three schools had
appraisals on an annual basis, while 42 had one every three years.

Eighty-four schools bought insurance exclusively with stock companies, while 23 dealt solely with
mutual companies. Eighty-three schools reported the agent was allowed to distribute the insurance at
his discretion. Fifty-eight schools reported they retained the same agent for an extended period of time,
since they were satisfied with his service. Ninety-six schools utilized co-insurance; all but four of these
used the 90 per cent coverage.

There is very little uniformity in the insurance programs of schools in this state. A statewide public
insurance program would be possible in Montana, since losses have averaged about $260,000 per year
over the past ten years and premiums are now about $1,000,000. 
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ABSTRACT

T h i s  s t udy  was a r e v i e w  o f  t he  p o l i c i e s  and p r a c ­
t i c e s  empl oyed by t he  l o c a l  school  d i s t r i c t s  in Montana in 
o b t a i n i n g  commer c i a l  f i r e  i n s u r a n c e  p r o t e c t i o n  f o r  b u i l d i n g s  
and t h e i r  c o n t e n t s .  A f t e r  t he  d a t a  had been r e c e i v e d ,  an 
o u t l i n e  o f  a p u b l i c  i n s u r a n c e  pr ogr am was p r e s e n t e d .  Ques­
t i o n n a i r e s  were ma i l e d  t o two hundred s e v e n t e e n  school s  
t h r o u g h o u t  Montana e a r l y  in 1970.  One hundred f i f t y - s i x  
responses were r e c e i v e d ,  or  about  71 per  c e n t .  These r e ­
sponses r e p r e s e n t  80 per  c en t  o f  t he  v a l u e  o f  p u b l i c  school  
p r o p e r t y  in Mont ana .  A r e p o r t  was a l s o  r e c e i v e d  f rom t he  
Montana F i r e  R a t i n g  Bur eau.  T h i s  r e p o r t  showed ear ned  
i n s u r a n c e  premiums f rom Montana school s  f o r  t he  p e r i o d  1959 
t h r ough  1968 t o  be $ 3 , 0 9 4 , 6 1 6 . 0 0 ,  and i n c u r r e d . l o s s e s  t o  be 
$ 2 , 6 7 2 , 7 7 5 . 0 0 ,  o r  8 6 . 4  per  c en t  f o r  t h i s  p e r i o d .  For  t he  
same p e r i o d  t he  schoo l s  r e p o r t e d  l osses  o f  $ 2 , 5 4 8 , 9 1 0 . 3 9  
and r e c o v e r i e s  o f  $ 2 , 1 2 8 , 0 2 2 . 4 6 ,  or  a r a t i o  o f  l oss r e c o v ­
e r i e s  o f  a p p r o x i m a t e l y  8 3 . 5  per  c e n t .

One hundred t h i r t e e n  s c h oo l s  r e p o r t e d  us i ng  b l a n k e t  
p o l i c i e s ,  and 23 i n s u r e d  t h e i r  p r o p e r t y  as i n d i v i d u a l  r i s k s .  
The p o l i c y  p e r i o d s  ran f rom one t o  f i v e  y e a r s .  F i f t y - n i n e  
schoo l s  r e p o r t e d  us i ng  t he  t h r e e - y e a r  t e r m.  Of t he  school s  
r e p o r t i n g ,  123 spr ead  t he  premi um payments out  i n t o  equal  
annual  payment s .

The r e  is a d e f i n i t e  l a c k  o f  u n i f o r m i t y  in a p p r a i s a l  
p r o c e d u r e s .  A p p r a i s a l s  were made by school  p e r s o n n e l ,  i n ­
s ur ance  a g e n t s ,  i nde pe nde nt  f i r m s ,  or  t he  Count y  As s e s s o r .  
F o r t y - t h r e e  schoo l s  had a p p r a i s a l s  on an annual  b a s i s ,  
w h i l e  42 had one e v e r y  t h r e e  y e a r s .

E i g h t y - f o u r  school s  bought  i n s u r a n c e  e x c l u s i v e l y  
w i t h  s t o c k  compani es ,  w h i l e  23 d e a l t  s o l e l y  w i t h  mutual  
compani es .  E i g h t y - t h r e e  s c h oo l s  r e p o r t e d  t he  a ge nt  was 
a l l o w e d  t o  d i s t r i b u t e  t he  i n s u r a n c e  a t  h i s  d i s c r e t i o n .  
F i f t y - e i g h t  schoo l s  r e p o r t e d  t hey  r e t a i n e d  t h e  same agent  
f o r  an ex t e nd e d  p e r i o d  o f  t i m e ,  s i n c e  t hey wer e  s a t i s f i e d  
w i t h  h i s  s e r v i c e .  N i n e t y - s i x  s c h oo l s  u t i l i z e d  co-  
i n s u r a n c e ;  a l l  but  f o u r  o f  t he s e  used t he 90 p e r  cent  
c o v e r a g e .

The r e  is v e r y  l i t t l e  u n i f o r m i t y  in t he  i n s u r a n c e  
programs o f  schoo l s  in t h i s  s t a t e .  A s t a t e w i d e  p u b l i c  
i n s u r a n c e  program woul d be p o s s i b l e  in Mont ana ,  s i n c e  
l osses  have ave r a ge d  about  $ 2 6 0 , 0 0 0  per  y e a r  o v e r  the  
pas t  t en  y e a r s  and p r e mi u ms . a r e  now about  $ 1 , 0 0 0 , 0 0 0 .



CHAPTER I 

I NTRO DU CT I ON

P r o v i d i n g  a good e d u c a t i o n  f o r  t he yout h  o f  Montana  

is an e x p e n s i v e  u n d e r t a k i n g .  However ,  i t  is a f u n c t i o n  t h a t  

pays handsome r e t u r n s  both in economi c and s o c i a l  d e v e l o p ­

ment t o  t he  s t a t e  and t he  n a t i o n .  S i nce  t he  f unds a v a i l a b l e  

f o r  e d u c a t i o n ,  o r  any o t h e r  a c t i v i t y  f o r  t h a t  m a t t e r ,  a r e  

l i m i t e d ,  i t  is i m p e r a t i v e  t h a t  t he  t a x p a y e r s  o f  t h i s  s t a t e  

r e c e i v e  t he  maximum e d u c a t i o n a l  v a l u e  f o r  each d o l l a r  

expended on p u b l i c  e d u c a t i o n .

Th i s  can o n l y  be a c c o mp l i s h e d  i f  t he  p e o p l e  make a 

c o n c e r t e d  e f f o r t  t o  c o r r e c t  p r e s e n t  i n a d e q u a c i e s  in the  

s t a t e ' s  e d u c a t i o n a l  syst em and pur sue  f a r s i g h t e d ,  wi se  

p l a n n i n g  f o r  f u t u r e  deve l opment  on a s t a t e w i d e  b a s i s .  Th i s  

type; o f  a c t i v i t y  must  be t hor ough  and c o n t i n u o u s  i f  t he k i nd  

o f  e d u c a t i o n  young p e o p l e  need and demand is t o  be f o r t h ­

coming f rom t he  s t a t e ' s  e d u c a t i o n a l  syst em.

E d u c a t i o n  in t he U n i t e d  S t a t e s  has been and con­

t i n u e s  t o be a g r o w i n g ,  f o r c e f u l ,  c h a n g i n g ,  dynami c a c t i v ­

i t y .  A few exampl es w i l l  he l p  t o i l l u s t r a t e  what  has been 

t a k i n g  p l a c e .

In a b s o l u t e  number s , e n r o l l m e n t  has been gr owi ng  

s t e g d i I y , and t h i s  gr owt h is e x p e c t e d  t o  c o n t i n u e  i n t o  t he
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f o r e s e e a b l e  f u t u r e . ' The number o f  j u n i o r  c o l l e g e s  in t h i s  

c o u n t r y  has i n c r e a s e d  r a p i d l y  in r e c e n t  y e a r s .  ̂ Ther e  is a 

new emphasi s on v o c a t i o n a l  and t e c h n i c a l  e d u c a t i o n  t h r o u g h ­

out  t he  l a n d ,  much o f  i t  g i v e n  i mpetus by f e d e r a l  l e g i s l a ­

t i o n .  The n a t i o n a l  gover nment  has shown i t s  concer n  by 

p r o v i d i n g  more money t han e v e r  b e f o r e , e s p e c i a l l y  s i n c e  t he  

N a t i o n a l  De f ense  Ed u c a t i o n  Act  o f  1958.  R a c i a l  i n t e g r a t i o n  

has come t o t he  s c hoo l s  t o  some de g r e e  s i n c e  t he Supreme 

Cour t  d e c i s i o n  o f  1954 .  New methods have been i n t r o d u c e d  

i n t o  t he  s c h o o l s ,  such as t he  "new m a t h . "  Most  e d u c a t o r s  

e x p e c t  t he s e  k i nds  o f  i n n o v a t i o n s  t o c o n t i n u e  and t o  

i n c r e a s e  in f r e q u e n c y  in t he  f u t u r e .

The p e o p l e  of  Montana had i n v e s t e d  $ 2 5 6 , 1 5 0 , 5 2 1 . 0 0  

in p u b l i c  school  p r o p e r t y  a t  t he  end o f  1966.  Du r i ng  r e c e n t  

y e a r s  t h i s  i n v e s t me n t  has been i n c r e a s i n g  by a l mo s t  t en  

m i l l i o n  d o l l a r s  per  y e a r . 3 T h i s  amount  r e p r e s e n t s  a sub­

s t a n t i a l  commi tment  t o  t he  e d u c a t i o n a l  e nd eavor s  t o  p r o v i d e  

q u a l i t y  e d u c a t i o n  f o r  t he  s t a t e ' s  young p e o p l e .  The loss

^George I .  C o l l i n s ,  "So Get  At  Tha t  Backl og Now,"  
School  Management , X I ( November , 1 9 6 7 ) ,  P . 59 .

2 I b i d . , p.  58 .

^ H a r r i e t  M i l l e r ,  B i e n n i a l  R e p o r t ,  S t a t e  o f  Mo n t a n a , 
( H e l e n a :  S u p e r i n t e n d e n t  o f  P u b l i c  I n s t r u c t i o n ,  1 9 6 8 ) ,  pi  39 .
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o f  any p a r t  o f  t h i s  i n v e s t me n t  woul d c r e a t e  f i n a n c i a l  

d i f f i c u l t y  f o r  t he  school  syst em i n v o l v e d .  T h e r e f o r e ,  

i t  is ne c e s s a r y  t o  p r o t e c t  t h i s  p r o p e r t y  a g a i n s t  l oss by 

c a r r y i n g  i n s u r a n c e .  At  t he  p r e s e n t  t i m e ,  school  t r u s t e e s  

may i n s u r e  school  p r o p e r t y  by p u r c h a s i n g  c o v e r a g e  f rom 

commer c i a l  u n d e r w r i t e r s . ^

Dur i ng  t he  1 9 6 4 - 6 6  b i e n n i u m,  t he  p u b l i c  school  

systems o f  Mont ana spent  $ 2 0 0 , 7 9 9 , 6 4 8 . 0 0  o f  school  d i s t r i c t  

f unds f o r  e d u c a t i o n .  The t o t a l  e x p e n d i t u r e  f o r  f i r e  

i n s u r a n c e  p r o t e c t i o n  v a r i e s  f rom d i s t r i c t  t o  d i s t r i c t ,  but  

a v e r a g e s  bet ween t h r e e - f o u r t h s  o f  one per  c e n t  t o  one and 

o n e - h a l f  per  c e n t  o f  t he  o p e r a t i n g  b u d g e t .

From t he  a v a i l a b l e  l i t e r a t u r e ,  i t  a pp ear s  t h a t  t he  

cos t  o f  f i r e  i n s u r a n c e  o f  school  b u i l d i n g s  and t h e i r  con­

t e n t s  in t he  U n i t e d  S t a t e s  is h i g h ,  c o n s i d e r i n g  t he  f a c t  

t h a t  t he  t ype  o f  p r o p e r t y  cover ed  shoul d be a p r e f e r r e d  

r i s k .  ̂ A l s o ,  t h e r e  appear s  t o be a d i s p r o p o r t i o n a t e  r a t i o

flChoat e  and W e r t z ,  Rev i sed  Codes o f  Mont ana 1947 
A n n o t a t e d ,  ( I n d i a n a p o l i s :  The A l l e n  Smi th P u b l i s h i n g  Co . ,  
1 9 6 2 ) ,  p.  75 .

'’ Paul  B. Sal mon,  F i r e  I n s u r a n c e  P r i n c i p l e s  and 
P r a c t i c e s  in School  D i s t r i c t s  Empl oyi ng N a t i o n a l l y  A f f i l i a ­
t ed Bus i ness  O f f i c i a l s , B u l l e t i n  No.  f8~ (Evans t o n :  Asso-  
c i a t i o n  o f  School  Busi ness O f f i c i a l s  o f  t he  U n i t e d  S t a t e s  
and Canada,  1 9 5 8 ) ,  p.  36.



bet ween t he  amount  o f  premiums p a i d  and t he money r e t u r n e d  

as payment  f o r  f i r e  l o s s e s .  At  t he  n a t i o n a l  l e v e l  t he money 

r e t u r n e d  as payment  f o r  f i r e  l osses  was 31 . 81  ce n t s  per  

premium d o l l a r  p a i d  out  f o r  f i r e  i n s u r a n c e . ^  When we con­

s i d e r  t h a t  t he  a v e r a g e  l oss f o r  a l l  f i r e  i n s u r a n c e  companies  

on a l l  t ypes  o f  p r o p e r t y  was 5 7 . 2  cen t s  per  premium d o l l a r  - 

c o l l e c t e d ,  t he  w r i t e r  wonders why t he  cos t  o f  school  f i r e  

i n s u r a n c e  is so h i g h .  In s p i t e  o f  t he  c o s t ,  most  school  

systems must  c a r r y  i n s u r a n c e ,  s i n c e  t hey  cou l d  not  a f f o r d  

t o  r e p l a c e  t h e i r  p r o p e r t y  i f  i t  were d e s t r o y e d  by f i r e .

T he r e  a r e  s e v e r a l  p o s s i b l e  ways t o a t t e m p t  t o  r educe  

t he  cos t  o f  f i r e  i n s u r a n c e  f o r  p u b l i c  school  systems in 

M o n t a n a . One method woul d be t o  a t t e m p t  t o r e - v a l u e  a l l  

school  p r o p e r t y .  T h i s  mi ght  r e s u l t  in a r e d u c t i o n  in t he  

amount  o f  i n s u r a n c e  c o v e r a g e  n e e d e d . T h i s  woul d r e q u i r e  

c o n s i d e r a b l e  t i me  and expense on t he  p a r t  o f  an a l r e a d y  

busy s t a f f ,  and mi ght  not  be w a r r a n t e d  by t he  s av i ng s  

r e a I i z e d .

A n o t h e r  p r o c e d u r e  woul d be t o appr oach t he  i n s u r a n c e  

compani es and t he  r a t i n g  bur eaus in an a t t e m p t  t o  have t he  

i n s u r a n c e  r a t e s  l o we r e d .  I f  a l l  t he  concer ned i n d i v i d u a l s

6 I b i d . ,  p.  3 9 .
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and o r g a n i z a t i o n s  c o o p e r a t e d , t h i s  mi ght  be p o s s i b l e .

A t h i r d  appr oach woul d be one in whi ch t he  school s  

adopt ed  a p o l i c y  o f  non i n s u r a n c e .  In f a c t , t h i s  p r a c t i c e  

does not  c o n s t i t u t e  i n s u r a n c e  a t  a l l ,  and most  school  

systems in Mont ana would have d i f f i c u l t y  in s e t t i n g  a s i d e  

a s u f f i c i e n t  r e s e r v e  f u n d .  A l s o ,  i t  is p r o b a b l e  t h a t  l e g a l  

c o n s i d e r a t i o n s  would,  make t h i s  appr oach r a t h e r  d i f f i c u l t .

The f o u r t h  p o s s i b i l i t y  woul d be f o r  t he  school  

d i s t r i c t s  t o  i n i t i a t e  a p r a c t i c e  o f  s e l f - i n s u r a n c e .  S e l f -  

i n s u r a n c e  is u s u a l l y  c o n s i d e r e d  i m p r a c t i c a l  f o r  smal l  

d i s t r i c t s ,  such as t hose  in Mont ana ,  s i n c e  t he  number of  

o b j e c t s  i n s u r e d  is t oo  f e w - - u s u a I I y one or  two school s  per  

t o w n , so t hey  a r e  not  w i d e l y  s c a t t e r e d .  A l s o ,  t he  t i me  l ag  

f rom t he  t i me  o f  l o s s ,  t h r ough  passage o f  a bond i ssue  by 

t he  v o t e r s ,  t o  r e c o n s t r u c t i o n  cou l d  cause havoc w i t h  t he  

s c h o o l ' s  e d u c a t i o n a l  pr ogr am.

Perhaps t he  most  p r o m i s i n g  appr oach woul d be f o r  t he  

s t a t e  t o  adopt  a s e l f - i n s u r a n c e  pr ogr am.  S e l f - i n s u r a n c e  

w i t h  t he  e n t i r e  s t a t e  as a base woul d be t h e o r e t i c a l l y  

sound,  s i n c e  t he  i n s u r e d  p r o p e r t y  woul d be s c a t t e r e d  over  

a wi de  g e o g r a p h i c a l  a r e a ,  and t he  number o f  o b j e c t s  would  

be l a r g e  enough t o  a l l o w  a c c u r a t e  s t a t i s t i c a l  d e t e r m i n a t i o n
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o f  t he  p r o b a b l e  l oss f rom f i r e .  ̂ The ma j or  a d v a n t a g e  

c l a i me d  f o r  t h i s  p l a n  is t h a t  i t  shoul d  r e s u l t  in a s av i ng s  

t o  t he  school  systems by a s u b s t a n t i a l  r e d u c t i o n  in t he cos t  

o f  f i r e  i n s u r a n c e  c o v e r a g e . ^

STATEMENT OF THE PROBLEM

At  t he  p r e s e n t  t i me  t h e r e  a r e  f i v e  s t a t e s  w i t h  a 

s t a t e  f i r e  i n s u r a n c e  program in e f f e c t .  These s t a t e s  a r e  

Al abama,  Nor t h  D a k o t a , Nor t h  C a r o l i n a ,  South C a r o l i n a ,  and 

W i s c o n s i n ,  Some o f  t hese  p l a n s  have been i n e f f e c t  s i n c e  

t he  y e a r  1900.  A l l  f i v e  s t a t e s  r e p o r t  s a v i n g s  on f i r e  i n ­

s ur ance  c o s t s  o f  f rom 20 t o  50 pe r  c en t  o f  commer c i a l  r a t e s . ^

The s t a t e  o f  M i c h i g a n  a l s o  has a s t a t e  f i r e  i n s u r a n c e  

p l a n  in f o r c e .  However ,  t he  t o t a l  r e s e r v e  is o n l y  $ 2 5 0 , 0 0 0  

and payment  on any one l oss i s l i m i t e d  t o a maximum of  

$ 5 0 , 0 0 0 .  Wi t h  such a smal l  r e s e r v e  and l i m i t e d  p a y me n t s , 

t he  M i c h i g a n  p l a n  is i n e f f e c t i v e ,  and cannot  be c o n s i d e r e d

^K.  0 .  N y g a a r d , S t a t e  F i r e  and Tor nado Fu n d , ( Bi s -  
mark:  Nor t h  Dakot a  Pr o d u c t s , I 9 ^ 7 ) ,  P . 7.

O
S t a t e  i n s u r a n c e  Fu n d , F o r t y - S e c o n d  Annual  R e p o r t , 

( Mont gome r y , Al abama:  Depar t ment  o f  F i n a n c e ,  1 9 6 6 ) ,  p . 12.

^George R. Robi nson,  " S t a t e  I n s u r a n c e  o f  P u b l i c  
School  P r o p e r t y  in M i c h i g a n "  ( u n p u b l i s h e d  D o c t o r ' s  d i s s e r ­
t a t i o n ,  Wayne U n i v e r s i t y ,  D e t r o i t ,  1 9 5 6 ) ,  p.  25 .



a t r u e  s t a t e  i n s u r a n c e  p l a n .  ̂®

Se v e r a l  l a r g e  c i t i e s  in th& U n i t e d  S t a t e s  have 

reduced t h e i r  i n s u r a n c e  c o s t s  by empl oy i ng  s e l f - i n s u r a n c e  

c o n c e p t s .  Th i s  method w i l l  f u n c t i o n  p r o f i t a b l y  f o r  a l a r g e  

syst em i f  sound p r i n c i p l e s  a r e  f o l l o w e d .  The f o l l o w i n g  

c i t i e s  have used t h i s  system w i t h  v a r y i n g  d egr ees  of  suc ­

cess:  Ch i c a g o ,  C l e v e l a n d ,  B a l t i m o r e ,  S e a t t l e ,  R o c h e s t e r ,  and 

P h i l a d e l p h i a .  O b v i o u s l y ,  t h e r e  a r e  no c i t i e s  or  school  d i s ­

t r i c t s  in Montana l a r g e  enough t o  u t i l i z e  s e l f - i n s u r a n c e . ^̂

A r e v i e w  o f  t he  r e l a t e d  l i t e r a t u r e  r e v e a l e d  t h a t  

t h e r e  have been t h r e e  o t h e r  s t u d i e s  s i m i l a r  t o  t h i s  one 

conduct ed In t he  s t a t e s  o f  T e n n e s s e e ,  M i c h i g a n ,  and West

V i r g i n i a .  A l l  t h r e e  s t u d i e s  have recommended t h a t  t he

I 9r e s p e c t i v e  s t a t e s  adopt  a s t a t e  f i r e  i n s u r a n c e  p l a n .

The h y p o t h e s i s  o f  t h i s  s t u dy  is t h a t :  The school

systems o f . M o n t a n a  cou l d  save a s u b s t a n t i a l  amount  o f  money,  

i n t he  f or m of  l ower  i n s u r a n c e  premi ums,  by h a v i n g  a s t a t e  

f i r e  i n s u r a n c e  p l a n  as opposed t o commer c i a l  c o v e r a g e .

7

1 0 I b i d . ,  p.  61 .  10 1 1 I b i d . ,  p.  25 .

1^ l b i d . ;  see a l s o  Ral ph B. F i nchum,  "A St udy o f  t he  
I n s u r a n c e  P r a c t i c e s  and Pr oc e dur e s  o f  Tennessee  P u b l i c  
School  Boar ds"  ( u n p u b l i s h e d  D o c t o r ' s  d i s s e r t a t i o n ,  U n i v e r ­
s i t y  o f  Te n n e s s e e ,  1 9 5 3 ) ;  and Ha r r y  J .  H a d l e y ,  "A Study t o  
De v e l o p ,  A n a l y z e ,  and E v a l u a t e  a S t a t e  F i r e  I n s u r a n c e  Pl an  
f o r  P u b l i c  School  Systems i n West  V i r g i n i a "  ( u n p u b l i s h e d  
D o c t o r ' s  d i s s e r t a t i o n .  West  V i r g i n i a  U n i v e r s i t y ,  1 9 6 8 ) .
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Pr oc edur es

The f o l l o w i n g  p r o c e d u r e s  were used in c o n d u c t i n g  

t h i s  s t u d y :

A.  A r e v i e w  o f  a v a i l a b l e  l i t e r a t u r e .

B. Survey  o f  a l l  school  systems in Montana r e g a r d ­

i ng :  Cost  o f  f i r e  i n s u r a n c e ,  l oss r e c o v e r y  

e x p e r i e n c e ,  t ypes  o f  c a r r i e r s  u s e d , a p p r a i s a l  

p r o c e d u r e s ,  amount  o f  i n s u r a n c e  c a r r i e d ,  and 

o t h e r  s i g n i f i c a n t  i n f o r m a t i o n  r e l a t i v e  to t h e i r  

f i r e  i n s u r a n c e  pr ogr ams.

C. T r a v e l  t o  s e l e c t e d  school  systems in Montana to  

v e r i f y  r e s p o n s e s ,  exami ne a c c o u n t i n g  systems and 

r e c o r d s ,  and t o c o n f e r  w i t h  school  o f f i c i a l s .

D. O b t a i n  f rom t he  S t a t e  S u p e r i n t e n d e n t  o f  P u b l i c  

I n s t r u c t i o n  da t a  such as c u r r e n t  v a l u a t i o n  of  

p r o p e r t y ,  number o f  s c h o o l s ,  and p r e s e n t  

e n r o l l m e n t s .

E . Co n f e r  w i t h  t he  S t a t e  I ns u r a n c e  Commi s s i o ne r ' s  

o f f i c e  f o r  a s s i s t a n c e  and s u g g e s t i o n s .

F . Revi ew t he  p l ans  in o p e r a t i o n  in o t h e r  s t a t e s  

now us i ng  a s t a t e  f i r e  i n s u r a n c e  p l a n .

G. Pr opose a p l an  f o r  Montana i f  such a p l an  

appear s  t o be e c o n o m i c a l l y  f e a s i b l e .
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Desi gn o f  t he  St udy

The f i r s t  phase of  t he  s t udy  was a r e v i e w  of  

a v a i l a b l e  and p e r t i n e n t  l i t e r a t u r e  r e l a t e d  t o school  f i r e  

i n s u r a n c e .  I t  c o n s i s t e d  o f  r e v i e w i n g  p e r i o d i c a l s ,  school  

f i n a n c e  t e x t b o o k s , f o r ma l  s t u d i e s ,  u n p u b l i s h e d  s t u d i e s ,  

i n s u r a n c e  r e p o r t s ,  s t a t e  r e p o r t s ,  i n s u r a n c e  t e x t s , a s s o c i a ­

t i o n  r e p o r t s ,  and o t h e r  r e l a t e d  m a t e r i a l . The Codes o f  

Montana r e l a t i n g  t o  i n s u r a n c e  and d u t i e s  o f  school  t r u s t e e s  

wer e a l s o  e xa mi ned .

The s i x  s t a t e  f i r e  i n s u r a n c e  p l ans  now in o p e r a t i o n  

wer e  s t u d i e d  in d e t a i l , and a summary o f  each appear s  in 

C h a p t e r  i l l .  The t h r e e  s t u d i e s  conduct ed in M i c h i g a n ,  

T e n ne s s e e ,  and West  V i r g i n i a  wer e r ev i ewed  f o r  t he  purpose  

o f  g i v i n g  d i r e c t i o n  t o t h i s  s t u d y .

A s ur ve y  us i ng  a q u e s t i o n n a i r e  was used t o  o b t a i n  

da t a  f rom t he  school  d i s t r i c t s  in Mont ana .  The q u e s t i o n ­

n a i r e  was a m o d i f i c a t i o n  of  ones used by Dr .  Ral ph B.

Fi nchum and Dr .  Ha r r y  J . Had l ey  d u r i n g  s t u d i e s  conduct ed in

13Tennessee  and West  V i r g i n i a ,  r e s p e c t i v e l y .  i t  was 

des i gned  t o  c o l l e c t  da t a  in t he  f o l l o w i n g  t we n t y  a r e a s :

1. T o t a l  v a l u e  o f  school  b u i l d i n g s  and c o n t e n t s
2.  C u r r e n t  budget

13 I b i d



3.  P o r t i o n  o f  budget  a l l o c a t e d  t o  f i r e  i n s ur a nc e
4.  Number o f  b u i l d i n g s  i n use
5.  C u r r e n t  r a t e  pa i d  f o r  f i r e  i n s u r a n c e
6 .  How t he  r a t e  was d e t e r mi n e d
7.  Number o f  b u i l d i n g s  i n s u r e d  s e p a r a t e l y  and 

number  cover ed  by b l a n k e t  p o l i c y
8„ T o t a l  amount  o f  cov e r a ge
9 .  Type o f  ex t e nd e d  c ov er age

10.  P o l i c y  p e r i o d s
11.  Losses by t ypes  and y e a r s
12.  Premium r e c o v e r i e s
13.  Methods o f  p l a c i n g  i n s u r a n c e
14.  I n v e n t o r y  p r o c e d u r e s
15.  Type o f  company
16.  Method o f  pay i n g  premiums
17.  D i s t r i b u t i o n  o f  i n s u r a n c e  bus i ness
18.  P e r i o d i c  checks o f  e x i s t i n g  p o l i c i e s
19.  E x t e n t  o f  c o i n s u r a n c e
20 .  Loss e x p e r i e n c e  w i t h  i n s u r a n c e  r e c o v e r i e s

The q u e s t i o n n a i r e  was s en t  t o  school  systems in

a l l  f i f t y - s i x  c o u n t i e s  in Mont ana .  R e p l i e s  wer e r e c e i v e d  

f rom 53 c o u n t i e s  o r  9 4 . 6  per  c e n t  o f  t he  t o t a l .  Due t o t he  

e d u c a t i o n a l  programs in t he  r e p o r t i n g  c o u n t i e s ,  t he  

r esponses  r e p r e s e n t e d  a p p r o x i m a t e l y  80 per  c en t  o f  t he  

v a l u e  o f  a l l  e d u c a t i o n a l  f a c i l i t i e s  in t he  s t a t e .  A copy 

o f  t he  q u e s t i o n n a i r e  i s i n c l u d e d  in Appendi x  A a t  page 122.  

o f  t h i s  s t u d y .  From t he  comments made by Salmon and Hadl ey  

i t  a ppear s  a s t a t e  f i r e  i n s u r a n c e  p l a n  mi ght  be e c o n o m i c a l l y  

f e a s i b l e  f o r  M o n t a n a . A s t a t e  f i r e  i n s u r a n c e  p l a n  f o r  

Montana is d i s c u s s e d  in d e t a i l  i n Ch a p t e r  F i v e .

I O

L i m i t a t i o n s  of  t he  Study

Many t ypes  o f  i n s u r a n c e  t o c ov er  a l mo s t  any t ype  of



r i s k  a r e  a v a i l a b l e  t o  s c hoo l s  t h a t  a r e  w i l l i n g  t o  pay f o r  

such c o v e r a g e .  A compl e t e  s t udy  o f  a l l  t ypes  o f  i n s ur a nc e  

a v a i l a b l e  would r e q u i r e . a  g r e a t  dea l  o f  t i me  and f i n a n c i a l  

s u p p o r t . T h i s  s t udy  w i l l  be c o n f i n e d  t o f i r e  i n s u r a n c e  o f  

p u b l i c  school  systems in Montana p r o v i d e d  by broad f or m,  

s t a n d a r d ,  a n d / o r  ex t e nd e d  c o v e r a g e  i n s u r a n c e  p o l i c i e s .

A l s o ,  one and two room s t r u c t u r e s  and t h e i r  c o n t e n t s  were  

e x c l u d e d  s i n c e  t he  t o t a l  v a l u e  i n v o l v e d ,  premi ums p a i d ,  

and r e c o v e r i e s  wer e assumed t o be i n s i g n i f i c a n t  in r e l a t i o n  

t o  s t a t e  t o t a l s .  S t u d i e s  in o t h e r  s t a t e s  i n d i c a t e d  t h a t  

t h i s  t y p e  o f  p r o p e r t y  was u s u a l l y  not  i n s u r e d . ^

Def  i n i t  Ton o f  Te rms

The f i e l d  o f  i n s u r a n c e  is one whi ch r e q u i r e s  

a c c u r a t e  d e f i n i t i o n  o f  f r e q u e n t l y  used t e c h n i c a l  t e r m s .

For  pur poses  o f  t h i s  s t u d y , t he  f o l l o w i n g  t er ms a r e  d e f i n e d  

a c c o r d i n g  t o  g e n e r a l l y  a c c e p t e d  usage.

I risu r a n e e . I n s u r a n c e  is an economi c i n s t i t u t i o n  

t h a t  r educes r i s k  by combi n i ng under  one management  a group  

of  o b j e c t s '  so s i t u a t e d  t h a t  t he  a g g r e g a t e  a c c i d e n t a l  l osses  

t o  whi ch t he  group is s u b j e c t  becomes p r e d i c t a b l e  w i t h i n

^ H a d l e y ,  op.  c i t . , p.  16.
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nar r ow l i m i t s .  I n s u r a n c e  is u s u a l l y  e f f e c t e d  by,  and can 

be s a i d  t o  i n c l u d e ,  c e r t a i n  l e g a l  c o n t r a c t s  under  whi ch t he  

i n s u r e r ,  f o r  c o n s i d e r a t i o n , ,  pr omi ses  t o r e i mb u r s e  t he  i n ­

sur ed or  t o  r e n d e r  s e r v i c e s  in case of  c e r t a i n  d e s c r i b e d  

a c c i d e n t a l  l osses  s u f f e r e d  d u r i n g  t he  term o f  t he  

a g r e e m e n t .  ̂**

F i r e  l o s s e s . F i r e  l osses  a r e  t hose  l osses  whi ch a r e  

i n s u r a b l e  t h r ough  cov e r a ge s  p r o v i d e d  by commer c i a l  u n d e r ­

w r i t e r s  o f  f i r e  i n s u r a n c e .

P e r i  I . The t e r m p e r i l  r e f e r s  t o a c o n t i n g e n c y  whi ch  

may cause a l o s s .

H a z a r d . Hazar d i s d e f i n e d  as t h a t  c o n d i t i o n  whi ch  

i n t r o d u c e s  or  i n c r e a s e s  t he  p r o b a b i l i t y  o f  l oss  f rom a p e r i l .

RjTsJt. R i s k  is d e f i n e d  as t he  u n c e r t a i n t y  t h a t  

e x i s t s  as t o t he  o c c ur e nc e  of  some e v e n t .

Pure r i s k . Pure r i s k  occur s  when t h e r e  is an un­

c e r t a i n t y  as t o  w h e t h e r  t he  d e s t r u c t i o n  o f  an o b j e c t  w i l l  

o c c u r ;  a pur e  r i s k  can o n l y  pr oduce  l o s s ,  sho u l d  t he p e r i l

^ C l i f f o r d  H. A l l e n ,  "How t o  Manage a School  
I n s u r a n c e  P r o g r a m, "  Amer i cpn School  and U n i v e r s i t y , X 
( June ,  1 9 6 5 ) ,  p.  56 .
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o c c u r .  An exampl e  o f  pure r i s k  woul d be t he  u n c e r t a i n t y  of  

l oss o f  o n e ' s  p r o p e r t y  by f i r e  as opposed t o a s p e c u l a t i v e  

r i s k ,  whi ch can r e s u l t  in e i t h e r  p r o f i t  or  l o s s .

P r e f e r r e d  r i s k s . The t er m p r e f e r r e d  r i s k s  is de ­

f i n e d  as t hose  r i s k s  w h i c h ,  due t o t h e i r  u n i que  c i r c u m ­

s t a n c e s ,  a r e  c o n s i d e r e d  t o be l ess  l i a b l e  t o  l oss  t han  

o t h e r  compa r a b l e  i n s u r a b l e  s i t u a t i o n s  and a r e  t h e r e f o r e  

o r d i n a r i l y  r e f l e c t e d  in r educed I n s u r a n c e  r a t e s .

T r a n s f e r r i n g  t he  r i s k . T r a n s f e r r i n g  t he  r i s k  occur s  

when one i n d i v i d u a l  pays a n o t h e r  t o  assume a r i s k  t h a t  t he  

t r a n s f e r o r  d e s i r e s  t o e s c a p e . The r i s k  o f  l oss is o f t e n  

t he  same t o t he  t r a n s f e r ree as i t  was t o  t he  t r a n s f e r o r ;  

However ,  t he  r i s k  b e a r e r  may be in a b e t t e r  f i n a n c i a l  

p o s i t i o n  t o  assume t he  r i s k .

Exc l uded p e r i l s ,  p r o p e r t y ,  and l o s s e s . These terms  

r e f e r  t o  t hose  i t ems t h a t  a r e  not  cover ed  by a s t a n d a r d  f i r e  

i n s u r a n c e  p o l i c y .

I n s u r a n c e  a g e n t . An a g e n t  a c t s  f o r  t he  i ns ur a nc e  

company in a r r a n g i n g  a c o n t r a c t  f o r  i n s u r a n c e .

I n s u r a n c e  b r o k e r . A b r o k e r  a c t s  f o r  t he  i ns u r e d  in  

n e g o t i a t i n g  an i n s u r a n c e  c o n t r a c t  w i t h  t he  u n d e r w r i t e r .
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F t r e  l oss  r a t i o . The t e r m f i r e  l oss r a t i o  r e f e r s  

t o  t he  per  cen t  o f  t he  premi um d o l l a r  t h a t  i s r e t u r n e d  t o  

t he  school  syst em f o r  damages by f i r e  a c c o r d i n g  t o  the  

endor sement s  o f  t he  I n s u r a n c e  p o l i c y .

Repl acement  v a l u e . T h i s  t er m is d e f i n e d  as the  

c u r r e n t  cos t  o f  r e p l a c i n g  or  r e s t o r i n g  t he  damaged p r o p e r t y

Sound v a l u e . The sound v a l u e  is t he  wo r t h  of  i n ­

sur ed p r o p e r t y  computed f rom r e p l a c e me n t  co s t  minus normal  

d e p r e c i a t i o n .

Co n t i n g e n c y  r e s e r v e . A c o n t i n g e n c y  r e s e r v e  is a 

f und u s u a l l y  a p p r o p r i a t e d  by t he  s t a t e  l e g i s l a t u r e  t o s t a r t  

a s t a t e  f i r e  i n s u r a n c e  p l a n .  I t  i s u s u a l l y  p a i d  back to  

t he  s t a t e  f rom e a r n i n g s  o f  t he  s t a t e  f i r e  i n s u r a n c e  program

App ra ? s a I . A p p r a i s a l  i s d e f i n e d  as an e s t i m a t e . o f  

t he  v a l u e  o f  t he  p r o p e r t y  or  t h e  amount  o f  damage t o t he  

p r o p e r t y  made by i m p a r t i a l  and i n depe ndent  e x p e r t s .

A l l - r i s k  p o l i c i e s . A l l - r i s k  p o l i c i e s  a r e  des i gned  

t o  c ov e r  a l l  l oss r e s u l t i n g  f rom v i r t u a l l y  a l l  p e r i l s . '

B l a n k e t  or  broad f orm p o l i c i e s . B l a n k e t  or  broad  

f orm p o l i c i e s  a r e  a s i n g l e  c o n t r a c t  t h a t  c ov er s  a I I t ypes  

o f  p r o p e r t y  a t  one l o c a t i o n  or  t he  same t y pe  o f  p r o p e r t y
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a t  more t han one l o c a t i o n .

Co n c u r r e n t  i n s u r a n c e . The t erm c o n c u r r e n t  i n s u r a n c e  

r e f e r s  t o  i n s u r a n c e  whi ch cover s  t he  same p r o p e r t y  under  t he  

same c o n d i t i o n s  as a n o t h e r  i d e n t i c a l  p o l i c y .  Nonconcur r ency  

must  be a v o i d e d  in o r d e r  t o  p r e v e n t  gaps ? n t he  cover age  

wher e t he  same p r o p e r t y  is i n s u r e d  under  more t han one 

p o l i c y .

Ext ended cov e r a ge  e n d o r s e m e n t . The t e r m ex t end ed  

c o v e r a g e  endor sement  is d e f i n e d  as a p r o v i s i o n  added t o  t he  

f i r e  i n s u r a n c e  p o l i c y  whi ch e x t e n d s  t he  c o v e r a g e  t o i n c l u d e  

l oss caused by w i n d s t o r m ,  h a l l ,  e x p l o s i o n ,  r i o t ,  s t r i k e  

r i o t ,  c i v i l  commot i on,  a i r c r a f t ,  v e h i c l e s ,  and smoke.

Compr ehens i ve  i n s u r a n c e  p o l i c y . A compr ehens i ve  

i n s u r a n c e  p o l i c y  i n c l u d e s  a l l  t he  p r o v i s i o n s  o f  t he  b l a n k e t  

p o l i c y  p l us  l i a b i l i t y  and p r o p e r t y  damage c o v e r a g e .

R a t e . Rat e  is d e f i n e d  as t he  co s t  o f  i n s u r a n c e  per  

u n i t ,  u s u a l l y  $10 0 ,  per  y e a r  used t o d e t e r m i n e  t he  premi um.

A s s e s s a b l e  p o l i c i e s . T h i s  t er m r e f e r s  t o  t hose  

p o l i c i e s  on whi ch t he  i ns ur e d  can be assessed on a d d i t i o n a l  

premiums i f  t he  company' s  l oss e x p e r i e n c e  is e x c e s s i v e .  A 

p u b l i c  school  shoul d  nev er  pu r c h a s e  an a s s e s s a b l e  p o l i c y .
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I n s u r a b l e  i n t e r e s t . The t er m i n s u r a b l e  i n t e r e s t  

r e f e r s  t o  t he  amount  t h a t  t he  i n s u r e d  would l ose  i f  a l oss  

occu r e d , and t h e r e  wer e no i n s u r a n c e  c o v e r a g e . As a m a t t e r  

of  p r i n c i p l e  and l aw,  a school  d i s t r i c t  may not  i n s u r e  f o r  

more t han t h i s  v a l u e ,  s i n c e  i t  cannot  l ose  more t han i t s  

i n t e r e s  t . ^

C o n s e q u e n t i a l  l o s s . C o n s e q u e n t i a l  l oss is d e f i n e d  

as a l oss  not  d i r e c t l y  cover ed  by t he  p e r i l  i n s u r e d  a g a i n s t ,  

but  r e s u l t i n g  t h e r e f r o m .  Such a l o s s ,  f o r  e x a mp l e ,  would  

e n t a i l  damage t o p r o v i s i o n s  in c o l d  s t o r a g e  caused i n ­

d i r e c t l y  by f i r e  t h a t  d i d  not  damage t he  p r o v i s i o n s  them­

s e l v e s ,  but  caused s p o i l a g e  by i n t e r r u p t i n g  t he  power  suppl y  

t o  t he  r e f r i g e r a t o r  u n i t . ' ^

C o i n s u r a n c e . The t er m c o i n s u r a n c e  is a d e v i c e  to  

make t he  i n s u r e d  bea r  a p o r t i o n  o f  e v e r y  l oss  o n l y  when he 

i s under  i n s u r e d .  Thus i t  becomes a d e v i c e  t o p r e v e n t  u n d e r ­

i n s u r a n c e .  U n d e r i n s u r a n c e  has two p r i n c i p a l  d i s a d v a n t a g e s  

t o  t he  u n d e r w r i t e r .  F i r s t ,  i n s u r a n c e  compani es a r e  ex p e c t e d
f'

V^F r ank A l b e r s ,  B i e n n i a l  Repor t  o f  t he  F i r e  and 
Tor nado.  Fund o f  t he  S t a t e  o f  No r t h  D a k o t a , ( .Bismark:  Nor t h  
Dakot a  P r o d u c t s ,  1 9 6 4 ) ,  p . 127.

 ̂7 Ibid., p. 126.
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t o  r e s t o r e  t he  p o l i c y h o l d e r  t o  t he  same p o s i t i o n  he was in 

b e f o r e  t he  l o s s .  O b v i o u s l y ,  t h i s  o b j e c t i v e  cannot  be accom­

p l i s h e d  i f  t he  p o l i c y h o l d e r  is u n w i l l i n g  t o  p r o t e c t  the  

t o t a l  v a l u e  o f  h i s  p r o p e r t y .  Se cond , i t  cos t s  r e l a t i v e l y  

more t o i n s u r e  t he  p r o p e r t y  o f  i n d i v i d u a l s  who a r e  u n d e r ­

i n s u r e d ,  s i n c e  most  l osses  a r e  p a r t i a l , and t he  p r o b a b i l i t y  

o f  p a r t i a l  l osses  is h i g h e r  t han t he  p r o b a b i l i t y  o f  t o t a l  

l o s s .  Rat es  depend on t he  p r o b a b i l i t y  o f  l oss and a r e  

t h e r e f o r e  h i g h e r  f o r  p a r t i a l  l o s s .  The t y p i c a l  c o i n s u r a n c e  

c l a u s e  p r o r a t e s  any p a r t i a l  l os s e s  bet ween t h e  i n s u r e r  and 

t he  i n s u r e d  in t he  p r o p o r t i o n  t h a t  t he  a c t u a l  i ns u r a n c e  

c a r r i e d  bear s  t o  t he  amount  r e q u i r e d  under  t he  p r o v i s i o n s  

o f  t he  c o n t r a c t . U s u a l l y  80 or  90 per  c en t  o f  t he  sound 

v a l u e  is t he  amount  o f  c ov er age  r e q u i r e d . 10 '

. Amount  o f  i n s u r a n c e  c a r r i e d
Amount o f  I nsu r anee  r e q u i r e d  x Loss = Recovery

T h u s , i f  t h e r e  is,  a b u i l d i n g  w i t h  a $ 1 0 , 0 0 0  sound v a l u e

w r i t t e n  w i t h  a 90 per  cen t  c o i n s u r a n c e  c l a u s e ,  $ 9 , 0 0 0  o f
■ ■

i n s u r a n c e  is r e q u i r e d .  I f  t he  i n s u r e d  c a r r i e s  a t  l e a s t  

t h i s  a mo u n t , he c o l l e c t s  in f u l l  f o r  any p a r t i a l  l oss up

1^Mark R. Gr e ene ,  R i s k  and I n s u r a n c e , (2d e d . ;
New Yo r k :  S o u t h we s t e r n  P u b l i s h i n g  Co . ,  19 6 8 ) ,  p.  139.



t o  t he  f a c e  o f  t he  p o l i c y ,  or  $ 9 , 0 0 0 . .  But i f  he c a r r i e s  

l ess  he must  absonb p a r t  o f  t he  l o s s .

Agr e ed- amount  c l a u s e . T h i s  c l a u s e  r e f e r s  t o a 

w a i v e r  o f  t he  c o i n s u r a n c e  r e q u i r e m e n t  t h r ough  a s t i p u l a t e d  

v a l u e  or  an agr eed  amount .  By t h i s  method t he  p o l i c y  is 

w r i t t e n  f o r  a s t a t e d  p e r c e n t a g e  o f  t he  v a l u e  o f  t he  p r o p ­

e r t y .  A l l  l osses  a r e  pa i d  up t o t he  f u l l  amount  o f  the  

p o l i c y  w i t h o u t  p e n a l t y  s i n c e  i t  i s agr eed t he  amount  of  

c o v e r a g e  c a r r i e d  meets a l l  r e q u i r e m e n t s .  I t  i s h i g h l y  

recommended t h a t  s c hoo l s  pur chase  f i r e  i n s u r a n c e  w r i t t e n  

under  an ag r e e d - a mo u n t  c l a u s e . ^

L o a d i n g . Loadi ng is d e f i n e d  as an amount  added t o  

t he  r a t e  t o c ov er  an e x t r a o r d i n a r y  haz a r d  o r  e x p e n s e .

Se T f - i n s u r a n c e . S e l f - i n s u r a n c e  r e f e r s  t o  a p l a n  

wher eby t he  o r g a n i z a t i o n  assumes i t s  own r i s k  o f  l o s s .  

S e l f - i n s u r a n c e  w i l l  work o n l y  i f  t he  f o l l o w i n g  c o n d i t i o n s  

a r e  m e t : ( I )  The o r g a n i z a t i o n  has a s u f f i c i e n t  number

o f  o b j e c t s  so s i t u a t e d  t h a t  t hey  a r e  not  s u b j e c t  t o  s i m u l ­

t aneous d e s t r u c t i o n .  The o b j e c t s  a r e  a l s o  r e a s o n a b l y  

homogeneous in n a t u r e  and v a l u e  so t h a t  c a l c u l a t i o n s  as t o

^ A l b e r s ,  op.  c I t . , p.  35 .
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p r o b a b l e  l osses  w i l l  be a c c u r a t e  w i t h i n  a na r r ow r ange .  I f  

t h i s  c o n d i t i o n  is p r e s e n t , t he  o r g a n i z a t i o n  w i l l  be a b l e  

t o  p r e d i c t  a c c u r a t e l y  t he  s i z e  o f  t he  f und r e q u i r e d  t o  meet  

t he  e x p e c t e d  l o s s e s .  ( 2 )  The o r g a n i z a t i o n  must  be w i l l i n g  

t o  s e t  a s i d e  an a c t u a l  cash f und t o  meet  any l a r g e  and 

unusual  l o s s e s . U n t i l  t he  f und is o f  s u f f i c i e n t  s i z e ,  

commer c i a l  i n s u r a n c e  shoul d  be c a r r i e d .  ( 3 )  The o r g a n i ­

z a t i o n  must  have a c c u r a t e  r e c o r d s ,  or  have access  to  

s a t i s f a c t o r y  s t a t i s t i c s ,  t o  e n a b l e  i t  t o  make good e s t i m a t e s  

o f  t he  e x p e c t e d  l o s s .  O t h e r w i s e ,  ? t  i s gu e s s i ng  a t  t he  s i z e  

o f  t he  f und and has not  s u c c e s s f u l l y  handl ed  t he  r i s k  o f  

l o s s .  1
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Non i n s u r a n c e . The t e r m non i n s u r a n c e  is d e f i n e d  as 

t he  p r a c t i c e  o f  l a y i n g  a s i d e  cash t o  meet  some emergency  

w i t h  no a s s u r a n c e  t h a t  t he  fund w i l l  be a d e q u a t e  t o - m e e t  t he  

emergency i f  a l oss shoul d  o c c u r .

S t a t e  f i r e  i n s u r a n c e  p l a n . A s t a t e  f i r e , i n s u r a n c e  

p l a n  is an i n s u r a n c e  pr ogr am a d m i n i s t e r e d  by t h e  s t a t e  and 

cover s  s p e c i f i c  s t a t e  p r o p e r t y .  A l l  premiums a r e  pa i d  i n t o  

a s t a t e  f und i n s t e a d  o f  t o  commer c i a l  i n s u r a n c e  compani es .
■ ' - - ■ ■ i  J

When t he  f und r eaches  what  i s c o n s i d e r e d  a s a f e  l e v e l ,  

u s u a l l y  f i v e  per  c e n t  o f  t he  c o v e r a g e  w r i t t e n ,  t he  premiums

a
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a r e  reduced or  e l i m i n a t e d  a l t o g e t h e r  u n t i l  t he  fund needs 

t o  be r e p l e n i s h e d .  Income f rom i n v e s t me n t  o f  t he  fund is 

used t o i n c r e a s e  t he  s i z e  o f  t he  fund and t o  pay a d m i n i s ­

t r a t i v e  c o s t s .  The s t a t e  p l ans  now in o p e r a t i o n  w i l l  be 

exami ned in d e t a i l  in Ch a p t e r  I I I .

Mut ua l  i n s u r a n c e  c o mp a n i e s . Mut ua l  i n s u r a n c e  com­

p a n i e s  a r e  owned and o p e r a t e d  by i t s  p o l i c y h o l d e r s .  They 

do not  i ssue  c a p i t a l  s t o c k .  The p o l i c y h o l d e r s  e l e c t  t he  

company management . The company s e l l s  i n s u r a n c e ,  pays 

l o s s e s ,  and g e n e r a l l y  o p e r a t e s  l i k e  any o t h e r  i n s u r a n c e  

company. At  t he  end o f  t he  y e a r ,  i f  t h e r e  is any excess  

of  f unds a f t e r  a l l  l e g a l  r e q u i r e m e n t s  a r e  met ,  t hey  a r e  

r e t u r n e d  t o t he  p o l i c y h o l d e r s .  I f  t h e r e  is a d e f i c i t ,  each  

p o l i cy  h o l d e r  may be assessed an a d d i t i o n a l  premi um t o cover  

t he  l o s s .

St ock  i n s u r a n c e  c o mp a n i e s . St ock  i n s u r a n c e  compani es  

a r e  d e f i n e d  as c o r p o r a t i o n s  whi ch s e l l  c a p i t a l  s t o c k  to f i r m s  

or  p e o p l e  who wi sh t o i n v e s t .  They a r e  o p e r a t e d  to ear n  a 

p r o f i t  f o r  t he  s t o c k h o l d e r s  who own t he  company. A f t e r  

l osses  a r e  pa i d  and expenses s e t t l e d ,  any p r o f i t s  may be 

d i s t r i b u t e d  t o t he  s t o c k h o l d e r s  as a d i v i d e n d .

R e c i p r o c a l  u n d e r w r i t e r s . R e c i p r o c a l  u n d e r w r i t e r s



a r e  t hose  u n d e r w r i t e r s  who, l i k e  t he  mut ual  company, have  

no p a i d - i n  c a p i t a l  f rom whi ch l osses  a r e  to be p a i d .  Under  

t he  r e c i p r o c a l  t y pe  o f  c o n t r a c t ,  each p o l i c y h o l d e r  is 

i n s u r e d  by a l l  o f  t he  o t h e r s  in t he  group and any o t h e r  

p o l i c y h o l d e r  in t he o r g a n i z a t i o n  who may s u f f e r  a l o s s .

' ,■ ■ .1
L l o y d ' s  A s s o c i a t i o n s . L l o y d ' s  A s s o c i a t i o n s  in t he

U n i t e d  S t a t e s  a r e  v e r y  s i m i l a r  t o  t he  r e c i p r o c a l  t ype  of  

i n s u r a n c e  o r g a n i z a t i o n .  They a r e  p a t t e r n e d  a f t e r  L l o y d ' s  

o f  London.  In t h i s  c o u n t r y  t hey  a p p o i n t  a t t o r n e y s - i n - f a c t ,  

who have t he  power  t o  a d m i n i s t e r  an i n s u r a n c e  bus i ness  f o r  

t he  g r o u p .  Each member o f  t he  group is l i a b l e  f o r  the  

amount  o f  i n s u r a n c e  he has agr eed  t o  a c c e p t  on a p a r t i c u l a r  

p o l i c y .  20

20 John Ba i n b r i d g e ,  B i ogr a p hy  o f  an I d e a ,  The S t o r y
o f  Mut ua l  F i r e  and C a s u a l t y  i n s u r a n c e , '  (New Yo r k ;  Doubl eday
and Company,  1 9 5 2 ) ,  pi  15.



CHAPTER I I

BACKGROUND OF INSURANCE

I t  Is g e n e r a l l y  agr eed  t h a t  f i r e  I n s u r a n c e  Is a 

c o m p l i c a t e d  and d i f f i c u l t  a r e a  o f  school  b us i ne ss  to  

a d m i n i s t e r .  T h i s  i s e s p e c i a l l y  t r u e  f o r  school  p e o p l e ,  

s i n c e  t hey  a r e  not  s p e c i a l i s t s  in t h e  f i e l d  o f  i n s u r a n c e .

A b r i e f  summary o f  t he  backgr ound is p r e s e n t e d  her e  

t o  f a m i l i a r i z e  t he  r e a d e r  w i t h  t he  t e r m i n o l o g y ,  t ypes  o f  

c o v e r a g e ,  and o t h e r  f a c t o r s  t h a t  make i n s u r a n c e  such an 

i n v o l v e d  f i e l d .  Some w r i t e r s  cont end t h a t  t he  b a s i c  i dea  

of  i n s u r a n c e  o r i g i n a t e d  in a n c i e n t  A s s y r i a  or  Babyl on some 

2500 y e a r s  b e f o r e  t he  C h r i s t i a n  e r a . ^

The i dea  o f  a s t a t e  i n s u r a n c e  system can be found  

in p r i m i t i v e  f orm as e a r l y  as 2250 B. C.% The Ba by l on i a n  

Code o f  Hammurabi  c o n t a i n e d  p r o v i s i o n s  f o r  a t y p e  o f  s t a t e  

i n s u r a n c e .  The Code p r o v i d e d  t h a t  a c i t y  in whi ch a man was 

robbed shoul d  make good h i s  l o s s ;  or  i f  a man wer e k i l l e d  

by r eason o f  a p r e v e n t a b l e  d i s o r d e r ,  t he  c i t y  must  i n de mn i f y  

h i s  f a m i l y  f rom t he  p u b l i c  t r e a s u r y . 3

^Har r y  J . H a d l e y ,  "A St udy t o De v e l o p ,  A n a l y z e ,  and 
E v a l u a t e  a S t a t e  F i r e  I n s u r a n c e  P l an  f o r  P u b l i c  School  Sys­
tems in West  V i r g i n i a "  ( u n p u b l i s h e d  D o c t o r ' s  d i s s e r t a t i o n ,  
West  V i r g i n i a  U n i v e r s i t y ,  1 9 6 8 ) ,  p . 31.

2 I b i d .  p.  32 .  3 1 b i d . ,  p.  33 .
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I n s u r a n c e  is one o f  A m e r i c a ' s  most  v a l u e d  i n s t i ­

t u t i o n s ,  and one o f  t he  l e a s t  u n d e r s t o o d .  A l l  h i g h l y  

d e v e l o pe d  s o c i e t i e s  have a ve r y  compl ex system o f  i n s u r a n c e

Though t he  r o o t s  o f  t he  i n s u r a n c e  i dea a r e  
b u r i e d  deep in t he  p a s t ,  i t  has reached i t s  f u l l e s t  
f l o w e r i n g  in modern t i m e s .  In i t s .  t e c h n i c a l  d e v e l ­
opment  and w o r l d - w i d e  e x p a n s i o n ,  i n s u r a n c e  has made 
more p r o g r e s s  in t he  l a s t  hundred y e a r s  t han in t he  
p r e v i o u s  t h o u s a n d . I t s  r i s e  as a s o c i a l  f o r c e  has 
p a r a l l e l e d  t he  r i s e  o f  c a p i t a l i s m  and t he  e x t e n s i o n  
o f  t he  d e m o c r a t i c  sys t e m.  In i mp o r t a n t  measure i t  
has made bot h p o s s i b l e .  I n s u r a n c e  is i n d i s p e n s a b l e  
t o  a f r e e  economy and a f r e e  s o c i e t y  because i t  not  
o n l y  p r o t e c t s  t he  v a l u e s  pr oduced by men and women 
who work f o r  t h e ms e l v e s  but  f o s t e r s  in them t he  
c o n f i d e n c e  t o pr oduce more.  What  oxygen is t o  the  
a i r ,  i n s u r a n c e  is t o  t he  economi c and s o c i a l  l i f e  of  
our  t i m e . ^

E s t i m a t e s  say t h a t  more t han 90 per  c en t  o f  t he  

p e o p l e . w h o  own i n s u r a n c e  p o l i c i e s  n e i t h e r  read n o r . f u l l y  

u n d e r s t a n d  them;  55 per  c en t  do not  know one k i nd  o f  

company f rom a n o t h e r ; and 35 per  cent  even f o r g e t  t he  name 

of  t he  company t h a t  i n s u r e s  t h e m . 5

F i r e  i n s u r a n c e  as we know i t  t oday was born s h o r t l y  

a f t e r  t he  G r e a t  F i r e  o f  London in 1666.  T h i s  g r e a t  f i r e  

raged t h r ough  t he  h e a r t  o f  L o n d o n - - d e s t r o y i n g  1 3 , 2 0 0  houses  

89 c h u r c h e s ,  and many o t h e r  p u b l i c  b u i l d i n g s .  ̂ ( A l t ho ugh

ifJohn Ba I a b r i d g e ,  B i o gr a p hy  o f  an I d e a ,  The St o r y  
of  Mut ua l  F i f e  and C a s u a l t y  I n s u r a n c e ,  (New Yor k :  Doubl eday  
and Co.  , 1 9 5 2 ) ,  pi  TSl

5 I b i d . ,  p.  17. 6 I b i d . , p.  23 .
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o n l y  s i x  p e o p l e  d i e d  in t he  f i r e ,  hundreds succumbed l a t e r  

f rom shock and e x p o s u r e . )  The t o t a l  l oss was e s t i m a t e d  a t  

1 0 , 6 8 9 , 0 0 0  pounds s t e r l i n g ,  a s t a g g e r i n g  amount  f o r  t h a t  

t i m e .  None o f  t he  p r o p e r t y  whi ch was consumed by t he  f i r e  

wa s i n s u r e d . 7

S h o r t l y  a f t e r  t he  f i r e ,  one Dr .  N i c h o l a s  Barbon 

e s t a b l i s h e d  t he  f i r s t  f i r e  i n s u r a n c e  company in Engl and .

In 1680 Barbon expanded h i s  f i r m  in a new p r o j e c t  c a l l e d  

s i mp l y  t he  F i r e  O f f i c e .  The F i r e  O f f i c e  was t he  f i r s t  

s t o c k  company o r g a n i z e d  t o  w r i t e  f i r e  i n s u r a n c e .  I t  was 

c a p i t a l i z e d  a t  about  $ 2 0 0 , 0 0 0 .  ̂ T h i s  company i n s u r e d  

houses t o  a f i x e d  amount  f o r  a f i x e d  premi um.  These p r e ­

miums wer e  based on t he  r e n t a l  v a l u e  o f  t he  i n s u r e d  

p r o p e r t y ,  whi ch was assumed t o  be 10 per  cen t  o f  i t s  a c t u a l  

v a l u e .  The premium was two and o n e - h a l f  per  c en t  f o r  t he  

annual  r e n t a l  on b r i c k  houses and f i v e  per  c en t  on f rame  

h o u s e s . ^

The f i r s t  c h a l l e n g e  t o t he  F i r e  O f f i c e  monopoly  

came in 16 8 1 when t he  C i t y  o f  London e s t a b l i s h e d  i t s  own 

gover nment  f i r e  i n s u r a n c e  p l a n .  ( Th i s  p l an  d i d  not  pr ove  

s u c c e s s f u l ,  and i t  was abandoned by c o u r t  o r d e r  in 1683,  

as i t s  l e g a l i t y  was be i ng  q u e s t i o n e d . ) W i t h i n  a y e a r

9 10I b i d . I b i d p . 25. I b i d . I b i d . , p . 26.
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a f t e r  t he  f a i l u r e  o f  t he  gover nment  e n t e r p r i s e ,  a new 

p r i v a t e  company c a l l e d  t he  F r i e n d l y  S o c i e t y  was f or med.

Th i s  f i r m  s o l d  f i r e  i n s u r a n c e  on a l a r g e  s c a l e  and o p e r a t e d  

s u c c e s s f u l l y  f o r  many y e a r s . ^̂

The f i r s t  mut ual  f i r e  i n s u r a n c e  company was o r g a n ­

i zed in London in I 6 9 6 .  I t  was named t he  C o n t r i b u t o r s  f o r  

I n s u r i n g  Houses,  Chambers,  or  Rooms f rom Loss by F i r e  by 

Ami c a b l e  C o n t r i  but  I onsh i p ,  bu t  i t  became p o p u l a r l y  known 

9 s t he  H a n d - i n - H a n d ,  f rom i t s  f i r e  emblem.  The i dea  o f  

mut ual  i n s u r a n c e  compani es g a i ne d  wi de  a c c e p t a n c e  a f t e r  t he  

success o f  t h i s  company.  The Ha n d - i n - H a n d  a c t i v e l y  engaged  

in t he  i n s u r a n c e  bus i ne s s  f o r  o v e r  two hundred y e a r s .  I t  

was absor bed by t he  Commerci al  Uni on Assur ance  Company,  

L t d . ,  o f  London in 1 9 0 5 . ^

Mut ua l  i n s u r a n c e  is t he  o l d e s t  form of  i n s u r a n c e  

company known t o A m e r i c a .  The f i r s t  a t t e m p t  a t  f i r e  i n s u r ­

ance i n Amer i ca  was made in 173:5. The F r i e n d l y  S o c i e t y ,  

under  a r oy a l  c h a r t e r ,  was o r g a n i z e d  in C h a r l e s t o n ,  South 

C a r o l i n a .  In 1741 a d i s a s t r o u s  f i r e  d e s t r o y e d  most  o f  

C h a r l e s t o n  and t he  F r i e n d l y  S o c i e t y  went  out  o f  b u s i n e s s . ^  ̂

The f i r s t  s u c c e s s f u l  f i r e  i n s u r a n c e  company was 

f ormed on F e b r u a r y  26 ,  1750,  in P h i l a d e l p h i a .  Benj ami n

1 1 I b i d . ,  p.  27 .  1 2 I b i d . ,  p.  31 .  1 3 I b i d . ,  p.  41 .
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F r a n k l  in was t he  c h i e f  o r g a n i z e r ,  and h i s  company was c a l l e d  

t he  Uni on F i r e  Company.  On March 25 ,  1752,  t h i s  company was

expanded t o  s e l l  i n s u r a n c e  t o  anyone who cou l d  q u a l i f y .  The 

name was changed t o t he  P h i l a d e l p h i a  C o n t r i b u t o r s h i p  f o r  t he  

I n s u r a n c e  o f  Houses f rom Loss by F i r e .  Thus,  t he  c i t y  o f  

P h i l a d e l p h i a  had f i r e  i n s u r a n c e  a v a i l a b l e  t o t he  g e n e r a l  

p u b l i c  t w e n t y - f o u r  y e a r s  b e f o r e  t he  Amer i can R e v o l u t i o n . ^ * 1

F o r  t he  nex t  t h i r t y - t w o  y e a r s  t he  P h i l a d e l p h i a  

C o n t r i b u t o r s h i p  was t he  o n l y  f i r e  i n s u r a n c e  company in 

A m e r i c a .  The f i r m  d i d  not  grow r a p i d l y  s i n c e  t he  p o l i t i c a l  

and economi c c l i m a t e  was not  v e r y  con duc i v e  t o  i n s u r a n c e . ^  ̂

P o l i t i c a l l y ,  i ndependence  was a c h i e v e d ,  t he  A r t i c l e s  o f  Con­

f e d e r a t i o n  wer e w r i t t e n ,  and a r e p u b l i c a n  f or m o f  government  

was s t r u g g l i n g  t o s u r v i v e .  E c o n o m i c a l l y ,  t he  c o u n t r y  had a 

smal l  p o p u l a t i o n  and was a l mos t  c o m p l e t e l y  a g r i c u l t u r a l . ^  

T he r e  was v e r y  l i t t l e  demand f o r  f i r e  i n s u r a n c e  f rom p eop l e  

who owned a one - r oom log c a b i n  in t he  w i l d e r n e s s .

However ,  F r a n k l i n ' s  company d ev e l o ped  s e v e r a l  sound 

I n s u r a n c e  p r a c t i c e s  t h a t  a r e  s t i l l  in use t o d a y .  The 

C o n t r i b u t i o n s h i p  r e q u i r e d  an i n s p e c t i o n  o f  e v e r y  b u i l d i n g  

b e f o r e  i t  woul d i ssue  i n s u r a n c e  on i t ,  and i f  n e c e s s a r y ,

11tLbld. ' ,  p.  49.  1 5 I b i d . ,  p.  48.  l 6 I b i d . ,  p.  49.
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r e q u i r e d  changes t o  b r i n g  t he  p r o p e r t y  up t o a h i gh s t a n d a r d  

o f  r i s k  management . T h i s  syst em o f  i n s p e c t i o n  was t he rude  

b e g i n n i n g  o f  t he s c i e n c e  o f  r a t i n g  r i s k s .  The i n s p e c t i o n  

p r o c e d u r e  e s t a b l i s h e d  t he  p r i n c i p l e  o f  s e l e c t i v i t y ,  which  

became an i n t e g r a l  p a r t  o f  t h e  i n s u r a n c e  b u s i n e s s . ^7

The usual  p r a c t i c e  was o f  s e t t i n g  t he  r a t e ,  or  c o s t ,  

of  i n s u r a n c e  in a c c or da nc e  w i t h  t he  q u a l i t y  o f  t he  r i s k .

The E n g l i s h  compani es had one r a t e  f o r  b r i c k  b u i l d i n g s  and 

a n o t h e r  f o r  f rame c o n s t r u c t i o n s ,  and a p p l i e d  t he  r a t e s  

w i t h o u t  c o n s i d e r i n g  t he  p a r t i c u l a r  c i r c u m s t a n c e s  of  each 

p r o p e r t y .  The C o n t r i b u t i o n s h i p  d e t e r mi n e d  t he  r a t e  on each  

b u i l d i n g  i t  i n s u r e d  by t a k i n g  i n t o  c o n s i d e r a t i o n  t he  con­

s t r u c t i o n ,  occupancy ,  and g e n e r a l  c h a r a c t e r  o f  t h e  r i s k . ^

In a c c o r d a n c e  w i t h  t he  E n g l i s h  p r a c t i c e ,  F r a n k l i n ' s  company 

w r o t e  a l l  p o l i c i e s  f o r  a t er m of  seven y e a r s  d u r i n g  i t s  

e a r l y  l i f e .

The gr owt h o f  t he  company was s l ow a t  f i r s t ;  in 

f a c t ,  a f t e r  t en  y e a r s  o f  o p e r a t i o n  i t s  c o n d i t i o n  was worse  

t han a t  t he  end o f  t he  f i r s t  y e a r  o f  o p e r a t i o n .  The maj or  

d e f e c t  was t he  l a c k  o f  r e s e r v e s  whi ch seemed t o  hol d  back  

p u b l i c  c o n f i d e n c e .  In 1763 t he  C o n t r i b u t i o n s h i p  made 

p r o v i s i o n s  t o e s t a b l i s h  a r e s e r v e  f und and h e n c e f o r t h

17 18I b i d P. 50. I b i d . ,  p . 51.
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bus i ne ss  expanded r a p i d l y .  ' ^

In 1810 t he  C o n t r i b u t i o n s h i p  ceased w r i t i n g  seven  

y e a r  p o l i c i e s  and began w r i t i n g  what  i s known as p e r p e t u a l  

i n s u r a n c e .  T h i s  p r a c t i c e  is not  w i d e l y  known e x c e p t  in t he  

few communi t i es  where i t  is a v a i l a b l e ,  but  i t  has been a 

h i g h l y  s u c c e s s f u l  p r a c t i c e  f o r  some compani es .  The 

P h i l a d e l p h i a  C o n t r i b u t i o n s h i p  f o r  t he  I n s u r a n c e  o f  Houses 

f rom Loss by F i r e  is s t i l l  doi ng bu s i n e s s  t oday  a t  212
O I

South F o u r t h ,  P h i l a d e l p h i a ,  P e n n s y l v a n i a .  To o b t a i n  

p e r p e t u a l  i n s u r a n c e ,  t he  owner  makes a cash d e p o s i t  to t he  

company o f  f rom two t o t h r e e  per  c en t  o f  t he  amount  of  

i n s u r a n c e  t a k e n .  T h i s  is t he  f i r s t  and l a s t  payment  i f  t he  

c o n d i t i o n  o f  t he  i n s u r e d  p r o p e r t y  remai ns unc h a nge d . ^2

Once t he  i n s u r a n c e  i dea  caught  on and was g e n e r a l l y  

a c c e p t e d  in Ame r i c a ,  t he  bu s i n e s s  grew r a p i d l y .  At  the  

p r e s e n t  t i me  t h e r e  a r e  a l mos t  5 , 0 0 0  i n s u r a n c e  companies  

s e l l i n g  i n s u r a n c e  o f  v a r i o u s  t yp es  in t he  U n i t e d  S t a t e s .  

These f i r m s  empl oy w e l l  ove r  h a l f  a m i l l i o n  p e o p l e .  J

Wi t h  t h i s  h i s t o r i c a l  backgr ound about  i n s u r a n c e ,  

a b r i e f  e x a m i n a t i o n  o f  what  i s happeni ng c u r r e n t l y  in t he  

i n s u r a n c e  f i e l d ,  e s p e c i a l l y  w i t h  r e g a r d  t o s c h o o l s ,  w i l l

^ l b i d . ,  p . 54 . 2 0 I b i d . ,  p . 57 .  2 1 I b i d . ,  p.  60

2 2 I b i d . ,  p . 57 . 2 ^ l b i d . ,  p . 16.
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be h e l p f u l .

The d o l l a r s  spent  f o r  f i r e  i n s u r a n c e  c o v e r a g e  in t he  

U n i t e d  S t a t e s  have i n c r e a s e d  s u b s t a n t i a l l y  d u r i n g  t he pas t  

t w e n t y - f o u r  y e a r s .  The ma j or  reason f o r  t he  i n c r e a s e  is t he  

e x p a n s i o n  o f  cov e r a ge  under  b l a n k e t  or  compr eh ens i ve  t ype  

p o l i c i e s  and t he  i n c r e a s e d  v a l u e  o f  t he  p r o p e r t y  i n s u r e d .  

T a b l e  I shows t h a t  t he  t o t a l  premiums f o r  f i r e  i n s u r a n c e  

in 19^3 were about  854 m i l l i o n .  T h i s  i n c l u d e d  F i r e ,  Ext ended  

C o v e r a g e , and r e l a t e d  t ypes  o f  f i r e  i n s u r a n c e .  In 1967 t o t a l  

premiums f o r  t he  same t y pe  o f  c o v e r a g e  had i n c r e a s e d  t o about  

two and o n e - t h i r d  b i l l i o n .

T a b l e  I

F i r e  I n s u r a n c e  Premiums W r i t t e n  1 9 4 3 - 1 9 6 7

Yea r F i re Extended  
Cove rage

A l l i e d  F i r e  
Li nes

1943 $ 7 1 3 , 0 6 2 , 0 0 0 $ 7 5 , 4 5 8 , 0 0 0 $ 6 5 , 3 2 6 , 0 0 0
1944 7 4 9 , 5 4 0 , 0 0 0 9 1 , 5 2 3 , 0 0 0 7 8 , 8 7 4 , 0 0 0
1945 8 0 3 , 9 5 1 , 0 0 0 1 1 1 , 8 6 1 , 0 0 0 7 7 , 2 0 9 , 0 0 0
1946 I , 0 4 7 , 1 6 7 , 0 0 0 1 7 1 , 6 7 3 , 0 0 0 9 1 , 9 4 6 , 0 0 0
1947 I , 1 9 7 , 5 7 7 , 0 0 0 1 9 9 , 0 0 9 , 0 0 0 1 0 3 , 7 9 9 , 0 0 0
1948 1 , 2 9 2 , 7 8 8 , 0 0 0 2 2 7 , 9 9 1 , 0 0 0 9 3 , 2 2 3 , 0 0 0
1949 1 , 3 2 8 , 3 9 1 , 0 0 0 2 5 5 , 9 5 6 , 0 0 0 8 9 , 4 0 1 , 0 0 0

O Il
I n s u r a n c e  Fac t s 1968,  (New Yor k : I nsur ance

I n f o r m a t i  on I n s t i t u t e ) , p.  22 .
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T a b l e  I ( c o n t i n u e d ) *

Year F i r e Extended  
Cove rage

A l l i e d  F i r e  
Li nes

1950 $1 , 4 0 7 , 8 5 7 , 0 0 0 $ 2 9 6 , 7 9 7 , 0 0 0 $ 8 1 , 4 8 6 , 0 0 0
1951 I , 5 0 3 , 5 7 9 , 0 0 0 3 5 9 , 8 1 4 , 0 0 0 9 3 , 9 4 8 , 0 0 0
1952 I , 5 0 6 , 9 4 6 , 0 0 0 3 9 9 , 8 2 4 , 0 0 0 I 0 8 , 6 6 9 , 0 0 0
1953 I , 4 3 4 , 3 7 9 , 0 0 0 4 3 4 , 8 6 5 , 0 0 0 1 1 2 , 8 4 2 , 0 0 0
1954 I , 5 4 5 , 8 9 4 , 0 0 0 4 8 1 , 8 0 4 , 0 0 0 I 1 4 , 8 0 4 , 0 0 0
1955 I , 5 6 0 , 5 4 9 , 0 0 0 5 5 7 , 5 2 3 , 0 0 0 I 1 9 , 8 5 8 , 0 0 0
1956 I , 5 8 2 , 5 6 3 , 0 0 0 5 9 7 , 2 8 2 , 0 0 0 I 1 7 , 3 2 4 , 0 0 0
1957 I , 5 9 3 , 9 9 6 , 0 0 0 6 0 8 , 7 2 5 , 0 0 0 1 0 3 , 7 3 5 , 0 0 0
1958 I , 6 2 6 , 1 6 7 , 0 0 0  , 6 2 5 , 9 7 7 , 0 0 0 I 4 0 , 6 1 9 , 0 0 0
1959 I , 7 0 9 , 2 5 7 , 0 0 0 6 3 2 , 4 0 7 , 0 0 0 1 4 7 , 1 7 6 , 0 0 0
I 960 I , 6 6 7 , 3 8 5 , 0 0 0 5 7 3 , 9 4 6 , 0 0 0 1 6 4 , 9 6 4 , 0 0 0
1961 I , 6 1 9 , 0 7 6 , 0 0 0 5 3 9 , 4 1 4 , 0 0 0  • 1 7 0 , 1 1 6 , 0 0 0
I 962 I , 6 2 3 , 1 4 6 , 0 0 0 5 2 2 , 0 8 5 , 0 0 0 1 9 3 , 4 3 3 , 0 0 0
1963 I , 5 7 1 , 9 5 7 , 0 0 0 5 0 1 , 9 4 5 , 0 0 0 1 9 6 , 7 5 2 , 0 0 0
1964 I , 5 3 3 , 4 8 1 , 0 0 0 4 8 9 , 9 2 0 , 0 0 0 I 8 8 , 1 9 7 , 0 0 0
1965 I , 5 4 8 , 1 3 9 , 0 0 0 4 8 1 , 2 1 3 , 0 0 0 1 8 6 , 0 4 1 , 0 0 0
I 966 I , 6 0 5 , 6 6 8 , 0 0 0 4 7 8 , 5 7 1 , 0 0 0 I 9 7 , 0 3 2 , 0 0 0
1967 I , 6 5 0 , 0 0 0 , 0 0 0 4 7 5 , 0 0 0 , 0 0 0 2 1 0 , 0 0 0 , 0 0 0

*  I n s u r a n c e  Fac t s  1 9 6 8 , (New Y o r k : I n s u r a n c e
l n f o r m a t i on I n s t i  t u t e ) , pi  22.

T h i s  r e p r e s e n t s  a per  c a p i t a  e x p e n d i t u r e  f o r  one 

t ype  o f  i n s u r a n c e  o f  about  $ 1 1 . 7 0  f o r  e v e r y  i n d i v i d u a l  in 

t he  U n i t e d  S t a t e s ,  or  about  $ 4 5 . 0 0  per  f a m i l y .  Any expense  

of  t h i s  magn i t ude  de s e r v e s  c a r e f u l  a n a l y s i s  t o  d e t e r mi n e  

i f  t he  cos t  can be j u s t i f i e d .

F i r e  l oss has been f r e q u e n t  and a t  t i mes  c a t a s ­

t r o p h i c  in t h i s  c o u n t r y .  T a b l e  2 on page 3 1 c o n t a i n s  some

A.
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c e l e b r a t e d  f i r e s ,  and t he  amount  o f  p r o p e r t y  l oss  t hey  

c a u s e d . I t  i s obv i ous  f rom t he  t a b l e  t h a t  f i r e  l osses  cause  

a g r e a t  dea l  o f  economi c l oss t o t he  owners i n v o l v e d  and t he  

communi ty wher e t hey  o c c u r r e d .

T a b l e  2*

Ma j o r  F i r e s  P r o p e r t y  Loss

Year L o c a t i o n P r o p e r t y  Loss E s t i ma t e d
Loss

1835 New Yor k  C i t y 13 Acres o f  B u i l d i n g s $ 1 5 , 0 0 0 , 0 0 0
1866 P o r t l a n d ,  Me. I 500 B u i l d i n g s 1 0 , 0 0 0 , 0 0 0
1871 Ch i c a g o ,  111. 1 7 , 4 3 0  B u i l d i n g s 1 7 5 , 0 0 0 , 0 0 0
1901 J a c k s o n v i l l e ,  F l a . I 700 B u i l d i n g s I I , 0 0 0 , 0 0 0
1906 San F r a n c i s c o ,  C a l . 2 8 , 0 0 0  B u i l d i n g s 3 5 0 , 0 0 0 , 0 0 0
1916 P a r i s ,  T exas I 440 B u i l d i n g s I I , 0 0 0 , 0 0 0
1922 A s t o r i a ,  Or e . 30 Busi  ness Bl ocks 5 , 0 0 0 , 0 0 0
1934 L e x ing t o n , Ky. Warehouse 3 , 0 0 0 , 0 0 0
1941 F a l l s  R i v e r ,  Mass. Rubber  p l a n t I I , 0 0 0 , 0 0 0
1945 Duned i n ,  F l a . J u i c e  p a c k i n g  p l a n t 2 , 5 0 0 , 0 0 0
1950 Kansas C i t y ,  Mo. Rubber  war ehouse 2 , 5 0 0 , 0 0 0
1953 L i v o n i a , Mi c h . Auto p l a n t 5 0 , 0 0 0 , 0 0 0
1955 W h i t i n g ,  I n d . R e f i n e r y 2 0 , 0 0 0 , 0 0 0
1957 B u t l e r ,  N. J . Rubber  p l a n t 1 4 , 0 0 0 , 0 0 0
1958 S i g n a l  H i l l ,  C a l . R e f i ner y 9 , 0 0 0 , 0 0 0
1959 F r e m o n t , Ca I . Cannery 2 , 6 0 0 , 0 0 0
1961 Los Ange l es Houses 2 5 , 0 0 0 , 0 0 0
1963 Pi ne  B l u f f ,  A r k , Warehouse 3 , 5 2 5 , 0 0 0
1963 Ba yonne , N. J . F a c t o r y  a r e a 1 0 , 5 0 0 , 0 0 0
1964 J e r s e y  C i t y ,  N. J . P i e r s  S wha rves 1 0 , 0 0 0 , 0 0 0

*  I nsu ranee Fa c t s ,  1968 , (New Y o r k : I nsurance I n f o r ­
mat i on I n s t i  t u t e )  , pi  44.
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In a v i v i d  d e s c r i p t i o n  t he  I n s u r a n c e  I n f o r m a t i o n  I n ­

s t i t u t e  shows t h a t  s i n c e  1875 f i r e  l osses  have i n c r e a s e d  o v e r  

t en t i mes  in s p i t e  o f  b e t t e r  p r o t e c t i o n ,  f i r e p r o o f  m a t e r i a l s ,  

and w a r n i n g  s ys t e ms .

The d o l l a r  v a l u e  o f  p r o p e r t y  damaged o f  d e s t r o y e d  by 
f i r e  in t he  U n i t e d  S t a t e s  exceeded $1 b i l l i o n  each 
y e a r  s i n c e  1957,  as c o n t r a s t e d  w i t h  an a g g r e g a t e  l oss o f  
$78 m i l l i o n  in 1875,  t he  y e a r  t h e  f o r me r  N a t i o n a l  Board 
of  F i r e  U n d e r w r i t e r s  s t a r t e d  t o  t a b u l a t e  such da t a  on an 
annual  b a s i s .  The s t e a d y  r i s e  in e s t i m a t e d  f i r e  l osses  
ov e r  t he  y e a r s  is r e f l e c t e d  in t he  t a b l e  b e l o w . 25

T a b l e  3*

U . S . F i r e  Losses 18 7 5 - 1 9 6 7

Year A g g r e g a t e  
P r o p e r t y  Loss

(I . Year Ag g r e g a t e  
P r o p e r t y  Ldss

1875 $ 7 8 , 1 0 2 , 2 8 5 1950 $ 6 4 8 , 9 0 9 , 0 0 0
1880 7 4 , 6 4 3 , 4 0 0 1955 8 8 5 , 9 0 9 , 0 0 0
1885 1 0 2 , 8 1 8 , 7 9 6 1956 9 8 9 , 2 9 0 , 0 0 0
1890 1 0 8 , 9 9 3 , 7 9 2 1957 . 1 , 0 2 3 , 1 9 0 , 0 0 0
1895 1 4 2 , 1 1 0 , 2 3 3 1958 I , 0 5 6 , 2 6 6 , 0 0 0
1900 1 6 0 , 9 2 9 , 8 0 5 1959 1 , 0 4 7 , 0 7 3 , 0 0 0
1905 1 6 5 , 2 2 1 , 6 5 0 I 9 6 0 I , I 0 7 , 8 2 4 , 0 0 0
1910 2 1 4 , 0 0 3 , 3 0 0 1961 I , 2 0 9 , 0 4 2 , 0 0 0
1915 I 7 2 , 0 3 3 , 2 0 0 1962 I , 2 6 5 , 0 0 2 , 0 0 0
I 920 4 4 7 , 8 8 6 , 6 7 7 1963 I , 4 0 3 , 5 5 8 , 0 0 0
1925 5 5 9 , 4 1 8 , 1 8 4 , 1964 . 1 , 3 6 7 , 1 2 8 , 0 0 0
1930 . i 5 0 1 , 9 8 0 , 6 2 4 . 1965 . 1 , 4 5 5 , 6 3 1 , 0 0 0
1935 2 3 5 , 2 6 3 , 4 0 1 : 1966 . . 1 , 4 9 6 , 7 5 5 , 0 0 0
1940 , 2 8 5 , 8 7 8 , 6 9 7  , 1967 ' 1 , 7 0 6 , 7 1 7 , 0 0 0
1945 o;;:. 4 8 4 , 2 7 4 , 0 0 0 ; ■ '

*  I nsurance Fa c t s ,  1968 , (New York:  I nsurance
I n f or ma t  ion I n s t i t u t e ) , p . 37

25 I b i d . , p.  37
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T a b l e s  2 and 3 on pages 3 1 and 3 2 i l l u s t r a t e  the  

s t a g g e r i n g  amount  o f  p r o p e r t y  l oss f rom f i r e  in t he  U n i t e d  

S t a t e s .  A compar i son o f  t hese  two t a b l e s  r e v e a l s  t h a t  f i r e  

i n s u r a n c e  premiums c o l l e c t e d  f a r  exceed t o t a l  l oss in e v e r y  

y e a r  r e p o r t e d .  The compar i son is even more me a n i n g f u l  when 

one c o n s i d e r s  t h a t  p a r t  o f  t he  l o s s e s . w e r e  not  i n s u r e d ,  thus  

no payment  was made on t he  u n i n s u r e d  l o s s e s .  E i t h e r  t he i n ­

sur ance  compani es a r e  maki ng a l a r g e  p r o f i t  o r  t he  cos t  of  

o p e r a t i n g  commer c i a l  i n s u r a n c e  companies is ve r y  h i g h .

Any c o m b u s t i b l e  t y pe  o f  s t r u c t u r e  is s u b j e c t  t o  de ­

s t r u c t i o n  by f i r e .  I t  is i n t e r e s t i n g  t o not e  whi ch t ypes o f  

s t r u c t u r e s  t y p i c a l l y  s u f f e r  t he  h i g h e s t  f r e q u e n c y  o f  f i r e s .  

T a b l e  4 on page 34 p r e s e n t s  t h i s  i n f o r m a t i o n  f o r  1966.  Of  

a l l  f i r e  l osses  s u f f e r e d  in 1966 o n l y  2 . 3  per  c en t  were sus ­

t a i n e d  by e d u c a t i o n a l  i n s t i t u t  i o n s . T h i s  ap pear s  t o  be a 

low p e r c e n t a g e  compared t o  r e s i d e n t i a l  l osses whi ch account ed  

f o r  2 7 . 5  per  c en t  o f  t he  t o t a l .  From t h i s  i n f o r m a t i o n  i t  

appear s  t he  school  p r o p e r t y  shoul d  be a p r e f e r r e d  f i r e  i n s u r ­

ance r i s k  and shoul d  e n j o y  a f a v o r e d  i n s u r a n c e  r a t e . ^ 7  26

2 6 I b i d . ,  p.  40 .

27paul  B. Sal mon,  F i r e  I n s u r a n c e  P r i n c i p l e s  and 
P r a c t i c e s  in School  D i s t r i c t s  Empl oyi ng N a t i o n a l l y  
A f f i l i a t e d  Busi ness O f f i c i a l s , Bul  I e t I n  No. 18,  (Evans t o n : 
A s s o c i a t i o n  o f  School  Busi ness O f f i c i a l s  o f  t he  Un i t e d  
S t a t e s  and Canada,  1 9 5 8 ) ,  p.  39 .
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F i r e s  in p u b l i c  p r o p e r t y  have caused a s u b s t a n t i a l  

number o f  dea t hs  t h r o u g h o u t  t he  h i s t o r y  o f  t h e  U n i t e d  S t a t e s  „ 

Some o f  t he  ma j or  c a t a s t r o p h e s  a r e  p r e s e n t e d  i n T a b l e  5.

T a b l e  5 *

Deat hs in Ma j o r  F i r e s

Year L o c a t i on P r o p e r t y  Number of
Deaths

1930 C o l umbus, Ohi o S t a t e  P e n i t e n t i a r y 320
1937 New London , Texas C o n s o l i d a t e d  School 294
1908 C o l l i n w o o d , Ohi o Lak ev i ew School 175
1929 ' C I eve l a n d ,  Ohi o C l e v e l a n d  H o s p i t a l 125
1958 Ch i c a g o , I l l i n o i s Our Lady o f  t he  Angel s  

School
93

1923 Be u l a h ,  South C a r o l i n a C l e v e l a n d  School 77
1949 Ef i f i ngham, I l l i n o i s H o s p i t a l 74
1957 W a r r e n t o n ,  M i s s o u r i Nur s i ng  home 72
1963 Fi i t chv i I I e , Ohi o Nu r s i n g  home 63
1931 P i t t s b u r g ,  Pa. Home f o r  Aged 48
1950 D a v e n p o r t , Iowa Mercy H o s p i t a l 41
1918 Norman, Oklahoma H o s p i t a l  f o r  I nsane 38
1967 B e r r y d a l e ,  F l o r i d a P r i s o n  Ba r r a c k s 38
1924 H o b a r t ,  Oklahoma Babb' s  Swi t ch  School 36
1953 , L a r g o , F l o r i d a Nu r s i n g  home 35

, . *  I n s u r a n c e  F a c t s ,  1 9 6 8 , (New Y o r k : I n s u r a n c e
I n f o r m a t i o n  I n s t i t u t e ) ,  pi  47 .

A l l  o f  t he  f i r e  c a s u a l t i e s  l i s t e d  above o c c u r r e d  in 

s t a t e - o w n e d  p r o p e r t y .  H o p e f u l l y ,  under  a s t a t e  f i r e  

i n s u r a n c e  p l a n  t he  i n s p e c t i o n  r e q u i r e m e n t s  woul d be more 

demanding and t he  i n c i d e n c e  o f  ma j or  f i r e s  woul d be r educ ed .
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T o t a l  f i r e  dea t hs  in t he  U n i t e d  S t a t e s  wer e a p p r o x ­

i m a t e l y  1 2 , 2 0 0  d u r i n g  1967,  an i n c r e a s e  o f  100 ov e r  1966.  

About  h a l f  o f  t he s e  f i r e  dea t hs  o c c u r r e d  in t he  home, and 

about  o n e - t h i r d  were c h i l d r e n .  Co ncer n i ng  school  f i r e s  

s p e c i f i c a l l y ,  t h e r e  were 6 , 9 0 0  school  and c o l l e g e  f i r e s  in 

1966.  These f i r e s  r e s u l t e d  in a d o l l a r  l oss o f  $ 3 4 , 5 0 0 , 0 0 0 .  

In a b s o l u t e  f i g u r e s  t he s e  a pp e a r  t o be a v e r y  l a r g e  l o s s ,

but  when compared t o t he  t o t a l  f i r e  l oss f o r  1966,  shown in

7 9T a b l e  3 ,  page 32 ,  i t  r e p r e s e n t s  l ess  t han 3% o f  t he  t o t a l .

T a b l e  6 ,  page 37 ,  summar i zes t he  cause f o r  and 

p l a c e  o f  o r i g i n  o f  650 school  f i r e s  f o r  t he  s i x  y e a r  p e r i o d  

I 9 6 0  t h r ough  1965» From t he  t a b l e  i t  appear s  t h a t  many 

school  f i r e s  wer e caused by e l e c t r i c a l  f a u l t s  i n t he  c l a s s ­

room.  A l s o ,  most  f i r e s  s t a r t e d  d u r i n g  t he  n i g h t  when t he  

b u i l d i n g s  were u n o c c u p i e d .  T h i s  is p r o b a b l y  t h e  reason  

t h e r e  wer e f e we r  school  f i r e  d e a t h s .

T h r e e  s a f e t y  p r e c a u t i o n s  woul d p r o b a b l y  reduce  

school  f i r e  l osses  s u b s t a n t i a l  I y . 3® F i r s t ,  ad e qua t e  e x i t s

2 8Ha r r y  J . H a d l e y ,  "A St udy t o De v e l o p ,  A n a l y z e ,  
and E v a l u a t e  a S t a t e  F i r e  I n s u r a n c e  Pl an f o r  P u b l i c  School  
Systems in West  V i r g i n i a "  ( u n p u b l i s h e d  D o c t o r ' s  d i s s e r ­
t a t i o n ,  West  V i r g i n i a  U n i v e r s i t y ,  1 9 6 8 ) ,  p.  43 .

2^ i b i d . ,  p.  48 .

3 0 Lewy O l f son,  "How Many o f  Your  School s  Are Ri pe  
f o r  a F i r e , "  School  Management ,  X I I ,  ( A p r i l ,  1 9 6 8 ) ,  p.  58 .
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T a b l e  6 *

A n a l y s t s  o f  School  F i r e s  1 9 6 0 - 1 9 6 6

Cause o f  F i r e No. Per When F i r e s No. Per
Cent S t a r t Cent

E l e c t r i c a l  f a u l t s 180 ■ 3 2 . 5 M Tdni g h t - 6  a . m. 212 3 2 . 6
S u s p i c i o u s  i n c e n d i a r y 123 2 2 . 2 6 a . m. - noon 123 18 . 9
H e a t i n g  and cook i ng 76" 1 3 . 7 . Noon-6 p. m. 149 2 2 . 9
Smoking or  matches 47 " 8 . 5 6 p . m . - m i d n i g h t 166 2 5 . 6
L i g h t e n i n g 37 6 . 7 £50 I 00
Spont aneous 36 7 . 7
Gas l eaks 11 2 . 0
O u t s i d e  f i r e 7 I . 2
Mi see I l  aneous 47 8 . 5
Unde t e r mi ned 96

%50 ■ l o o

P I ace o f  O r i g i n How
Dis cove red

C l ass  room I 20 1 9 . 4
Fur nace  room 82 13 . 3 O u t s i d e r s 435 66. 9
S t o r a g e  room 57 9 . 2 Occupants 188 28. 9
Unused room 52 8 . 4 E x p l o s i o n 15 2 . 3
St age 42 6 . 8 A u t o m a t i c  system 12 1 . 9
A u d i t o r i u m 35 5 . 7 6 5 01 I 00
F l o o r  or  c e i l i n g 32 5 . 2
Gymnasium 25 4. 1
H a l l wa y 25 4 . 1
Manual  t r a i n i n g  room 20 3 . 2
O f f i c e  i 19 3 . 1
L a b o r a t o r y 16 2. 6
J a n i t o r ' s ,  c l o s e t 14 2 . 3
Wal l  , 13 2. 1
Locker  room I 0 1.6
Ki t c h e n 9 1 . 4 1 -
Under ,  bui  l d i n g 8 1 . 3
M i s c e l l a n e o u s  a r eas 38 6 . 2
U n d e t e r m i ned 33

650 100
.

, . . . . . .  *Lewy 0 1 f  s o n , "How Many o f  Your  School s  Are Ri pe f o r
a F j. r e , ■ School  Management , X l l  ( A p r i l  , 1 9 6 8 ) ,  p.  58 .
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as d e f i n e d  in t he  L i f e  S a f e t y  Code shoul d be p r o v i d e d  in 

e v e r y  s c h o o l .  N e x t , a l l  s t a i r w e l l s  shoul d be c l o s a b l e ,  

w i t h  f i r e p r o o f  d o o r s .  T h i r d ,  t he  e n t i r e  school  shoul d be 

p r o t e c t e d  by a s p r i n k l e r  s y s t e m . 3^

In summary,  i t  is i n t e r e s t i n g  to not e  some f r i g h t e n  

ing f a c t s  about  f i r e s  in t he  U n i t e d  S t a t e s .  T he r e  a r e  more 

t han 6 , 5 6 0  f i r e s  e v e r y  day in t h i s  c o u n t r y .  T h a t  means a t  

l e a s t  one f i r e  s t a r t s  e v e r y  b7 seconds in someone' s hou s e .

A dea t h  is caused by f i r e  e v e r y  43 m i n u t e s ,  r e s u l t i n g  in 

u n t o l d  economi c and s o c i a l  l oss t o  t he  communi ty and n a t i o n  

in 1967,  f i r e  l osses  amounted t o $ 1 , 7 0 6 , 7 1 7 , 0 0 0 .  

T h i s  is an i n c r e a s e  of  about  14 per  c en t  o v e r  19 6 6 .  Ther e  

wer e 9 7 0 , 0 0 0  b u i l d i n g  f i r e s  r e p o r t e d  in t he  U n i t e d  S t a t e s  

d u r i n g  1966 ,  about  5 0 , 0 0 0  more t han t he  p r e v i o u s  y e a r .  

Ac c o r d i n g  t o t he  Amer i can I n s u r a n c e  A s s o c i a t i o n ,  t he  loss  

o f  p r o p e r t y  by f i r e  each y e a r  in r e l a t i o n  t o  t he  t o t a l  

q u a n t i t y  o f  goods s u b j e c t  t o  f i r e  i s d e c l i n i n g . 3^ Th i s  

means t h a t  t he  p e r c e n t a g e  o f  f i r e s  in r e l a t i o n  t o t he t o t a l  

expenses is d e c l i n i n g .  L a s t l y ,  ov e r  h a l f  t h e  school  f i r e s  

d u r i n g  1966 wer e s t a r t e d  by a r s o n i s t s . ^

3 ^ I b i d .  32 i n s u r a n c e  Fac t s  1 9 6 8 , op.  c i t . ,  p.  35 .  

3 3 q I f s o n , I o c . c i t .
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SOCIAL AND ECONOMIC IMPLICATIONS 

Legal  a u t h o r i t i e s  t end t o  c l a s s i f y  i n s u r a n c e  p o l i c i e s  

as a l e a t o r y  c o n t r a c t s - - a  case i n whi ch t he  outcome is s u b j e c t  

t o  an u n c e r t a i n  e v e n t .  T h i s  causes many p e o p l e  t o  conf use  

i n s u r a n c e  w i t h  g a m b l i n g .  Gambl i ng c r e a t e s  a new r i s k  where  

none e x i s t e d  b e f o r e , wher eas  i n s u r a n c e  is a method of  

e l i m i n a t i n g  o r  g r e a t l y  r e d u c i n g  an a l r e a d y  e x i s t i n g  r i s k .

In a c t u a l  p r a c t i c e ,  i n s u r a n c e  exchanges a l a r g e  u n c e r t a i n  

l oss f o r  a s m a l l ,  but  c e r t a i n  l o s s - - t h e  premi um.

I n s u r a n c e ,  t h e n , s e r v e s  as a u s e f u l  d e v i c e  in t h a t  

i t  he l p s  t o  e l i m i n a t e  r i s k s  and b r i n g s  economi c a d v ant age  

t o  t he  i n s u r e d .  Greene p r e s e n t s  s e v e r a l  economi c and s o c i a l

v a l u e s  o f  i n s u r a n c e . 35

1.  The amount  o f  ac c umul a t e d  f unds needed t o  meet  
p o s s i b l e  l osses  is r educ ed .

2 .  Cash r e s e r v e s  t h a t  i n s u r e r s  a c c u mu l a t e  a r e  f r e e d  
f o r  i n v e s t m e n t  p u r p o s e s ,  thus b r i n g i n g  about  a 
b e t t e r  a l l o c a t i o n  o f  economi c r e s o u r c e s  and 
i n c r e a s i n g  p r o d u c t i o n .

3.  S i nce  t he  s up p l y  o f  i nves t ab I e  f unds is g r e a t e r  
t han woul d be t r u e  w i t h o u t  i n s u r a n c e ,  c a p i t a l  i s  
a v a i l a b l e  a t  a l ower  c o s t  t han would o t h e r w i s e  
be t r u e .

3 ^Ma r k  R. Gr e ene ,  R i sk  and Insu r a n e e , 2d e d . ,  
(New Y o r k : So u t h we s t e r n  P u b l i s h i n g  C o . ,  1 9 6 8 ) ,  p . 63 .

35 I b i d . ,  p . 66.
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4 .  The o r g a n i z a t i o n  w i t h  a d e q u a t e  i n s u r a n c e  is a 
b e t t e r  c r e d i t  r i s k .

5 .  I n s u r e r s  a c t i v e l y  engage in l o s s - p r e v e n t i o n  
a c t i v i t i e s .

6 .  I n s u r a n c e  c o n t r i b u t e s  t o  bus i ness  and s o c i a l  
s t a b i l i t i e s  and peace o f  mind by p r o t e c t i n g  
p r o p e r t y  and l i f e .

S i nce  many schoo l s  in Mont ana a l r e a d y  c a r r y  i n s u r ­

a nc e ,  t hey  e n j o y  t h e s e  b e n e f i t s .  However ,  i f  t he  cos t  of  

i n s u r a n c e  cou l d  be r e d u c e d , f unds would be a v a i l a b l e  t o  t he  

s c hoo l s  f o r  o t h e r  needs.

GOVERNMENT REGULATION OF INSURANCE 

Lt has been s a i d  t h a t  t he  g e n e r a l  pur pose o f  

gover nment  is t o  p r o t e c t  t he  p u b l i c  and champion t he  cause  

o f  t he  w e a k . T h e r e f o r e ,  gover nment  has l a i d  down r u l e s  

g o v e r n i n g  t he  conduct  o f  b us i ne ss  a c t i v i t i e s ,  and Lnsurance  

is s u b j e c t  t o  such c o n t r o l .

Because o f  t he  s p e c i a l  s o c i a l  c h a r a c t e r i s t i c s  o f  

i n s u r a n c e  t h a t  d i f f e r e n t i a t e s  i t  f rom a t r a d i n g  t y pe  o f  

i n d u s t r y ,  i n s u r a n c e  is s u b j e c t  t o  e x t e n s i v e  gover nment  

r e g u l a t i o n .  The b e n e f i t s  f rom i n s u r a n c e  a r e  p a i d  f o r  in 

advance and o f t e n  a r e  not  r e a l i z e d  u n t i l  a d i s t a n t  f u t u r e  36

3 6 I b i d .  , p.  713 .



d a t e .  T h u s , t he  per son maki ng t he  pur chase  may not  be p r e s ­

e n t  t o  de f end  h i s  r i g h t s .  I n s u r a n c e  is a compl ex agr eement  

whi ch few laymen u n d e r s t a n d ,  so t he  i n s u r e r  c o u l d  t ake  

a d v a n t a g e  o f  t he  p u r c h a s e r .  A l s o ,  i n s u r a n c e  c os t s  a r e  not  

known a t  t he  t i me  o f  s a l e ,  so t h e r e  mi ght  be a t e m p t a t i o n  

t o  char ge  t oo much or  not  enough in o r d e r  t o  o b t a i n  s a l e s .

T r a d i t i o n a l l y ,  i n s u r a n c e  p r a c t i c e s  have been 

r e g u l a t e d  by t he  s t a t e s . 37 a I I s t a t e s  have a s t a t e  i n s u r ­

ance o f f i c e r  o f  some t y p e .  Because o f  e a r l y  abuses in t he  

i n s u r a n c e  f i e l d ,  i t  became a p p a r e n t  t h a t  c a r e f u l  r e g u l a t i o n  

of  t he  i n d u s t r y  was n e e d e d . In 1868 a U n i t e d  S t a t e s  Supreme 

Cour t  d e c i s i o n ,  Paul  vs .  V i r g i n i a ,  e s t a b l i s h e d  t he  r i g h t  o f  

s t a t e s  t o  i n c r e a s e  r e g u l a t o r y  p o w e r s . 3^

T h i s  d e c i s i o n  was r e v e r s e d  in 1944 by t h e  So ut h ­

e a s t e r n  U n d e r w r i t e r s  A s s o c i a t i o n  c a s e .  C o n s e q u e n t l y ,  a 

f e d e r a l  s t a t u t e ,  P u b l i c  Law 15,  common I y c a l l e d  t he  

H c C a r v e r - F e r g u s o n  A c t ,  was passed by Congress in 1 9 4 5 . ^

Th i s  law r e t u r n e d  r e g u l a t i o n  o f  t he  i n s u r a n c e  i n d u s t r y  to  

t he  s e v e r a l  s t a t e s .  I t  a l s o  p r o v i d e d  t h a t  t he  Sherman A c t , 

C l a y t o n  A c t ,  Robi nson- Pat man A c t ,  and the F e d e r a l  Tr ade  

Commi ssi on Act  woul d a p p l y  t o i n s u r a n c e  a f t e r  a t h r e e  

y e a r  t i me  l apse  i f  t he  s t a t e s  d i d  not  r e g u l a t e  i n s u r a n c e

3 7 1 b i d . ,  p.  71 5 3 8 , b i d . ,  p.  718 .  3 9 , b i d .  p.  722 .
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a c t i v i t i e s  in t he  a r e a s  cover ed  by t hese  a c t s . F i n a l l y ,  

t hose  p o r t i o n s  o f  t he  Sherman Act  r e l a t i n g  t o  b o y c o t t s , 

c o e r c i o n ,  and i n t i m i d a t i o n  were t o  a p p l y  t o  i n s u r a n c e  

a c t i v i t i e s .

From t he  above comment s, i t  i s a p p a r e n t  t h a t  s t a t e  

gover nment  has been c l o s e l y  a s s o c i a t e d  w i t h ,  i n s u r a n c e  

a c t i v i t i e s  f o r  a t  l e a s t  t he  l a s t  one hundred y e a r s .

ADMINISTERING AN INSURANCE PROGRAM 

E s t a b l i s h m e n t  o f  a sound f i r e  i n s u r a n c e  program is 

a c o m p l i c a t e d  t a s k .  The f o l l o w i n g  p r o c e d u r e  has been 

recommended in e s t a b l i s h i n g  and m a i n t a i n i n g  a good f i r e  

i n s u r a n c e  prog ram.

1.  P l a c e  r e s p o n s i b i l i t y  f o r  t he  school  i n s u r a n c e  
pr ogr am.  In s m a l l e r  school  d i s t r i c t s  t h i s  w i l l  
u s u a l l y  be t he  s u p e r i n t e n d e n t  or  h i s  a s s i s t a n t .

2 .  O b t a i n  a r e l i a b l e  a p p r a i s a l  o f  t he  school  
p r o p e r t y ,  p r e f e r a b l y  f r om an o u t s i d e ,  i ndependent '  
e x p e r t .  T h i s  p r a c t i c e  may be somewhat  e x p e n s i v e ,  
but  an a c c u r a t e  e v a l u a t i o n  o f  t he  d i s t r i c t  
p r o p e r t y  is e s s e n t i a l .

3 .  De t e r mi n e  t he  method t o  u s e . The b u i l d i n g s  and 
c o n t e n t s  may be i n s u r e d  f o r  r e p l a c e me n t  v a l u e ,  
sound v a l u e ,  cos t  o r  c o i n s u r a n c e  may be u t i l i z e d .

4.  P r o v i d e  school  f o r ms .  T h i s  w i l l  i n s u r e  t h a t  
t he  p r o p e r  i n f o r m a t i o n  is kep t  and i s a v a i l a b l e

^0 Henry H. L i n n ,  and S c h u y l e r  C. J o y n e r ,  I nsur ance  
P r a c t i c e s '  in School  A d m i n i s t r a t i o n ,  (New Yor k :  Ronal d P r e s s ,  
1 9 5 2 ) ,  p.  76 .
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f o r  use by school  o f f i c i a l s .

5 .  Secur e  a l l  p o s s i b l e  r a t e  r e d u c t i o n s .  At  t h i s  t i me  
i t  can be s a i d  t h e r e  a r e  many ways t o  r educe r a t e s .  
E x p e r t  a d v i c e  can be o f  g r e a t  he l p  in t h i s  a r e a ;  
such p e o p l e  as s a f e t y  e n g i n e e r s ,  f i r e  a d j u s t o r s ,  
and t he  F i r e  M a r s h a l l  can p r o v i d e  s u g g e s t i o n s  on 
removi ng h a z a r d s .

6 .  M a i n t a i n  a d e q u a t e  r e c o r d s .  Records of  a p p r a i s a l s ,  
c o n s t r u c t i o n  c o s t s ,  i n v e n t o r i e s  and t he  l i k e  must  
be k ep t  up t o da t e  i f  t he  i n s u r a n c e  pr ogr am is t o  
be c u r r e n t .

7 .  E s t a b l i s h  a p l a n  f o r  d i s t r i b u t i n g  t he  i n s u r a n c e  t o  
compani es or  a g e n t s . T h i s  r e q u i r e s  t he  school  
board t o s e t  p o l i c i e s  f o r  t he  a d m i n i s t r a t i o n  o f  t he  
school  i n s u r a n c e  p r ogr ams .  I n s u r a n c e  bus i ness  
shoul d  be p l a c e d  on an o b j e c t i v e  b a s i s  e i t h e r  by 
c o m p e t i t i v e  b i d  or  h a v i n g  some c r i t e r i a  t h a t  
compani es must  meet  t o  q u a l i f y  f o r  p a r t i c i p a t i o n .

8 .  O b t a i n  maximum a d j u s t m e n t s  f o r  l osses  ( i f  or  when 
t hey  o c c u r . ) Loss s e t t l e m e n t  can d e v e l o p  i n t o  
c o m p l i c a t e d  a r r a n g e m e n t s ,  a r g u m e n t s , and even 
l e g a l  a c t i o n s  un l e s s  t he  a d m i n i s t r a t o r  i s we I I -  
v e r s e d  i n t he  r i g h t  o f  t h e  school  under  t he  
i n s u r a n c e  c a r r i e d . 41

These e i g h t  r e q u i r e m e n t s  i l l u s t r a t e  t he  need f o r  t he  

per son r e s p o n s i b l e  f o r  t he  i n s u r a n c e  program t o  have some 

degr e e  o f  e x p e r t i s e  in t he  I n s u r a n c e  f i e l d  i f  he is goi ng t o  

do an a d e q u a t e  j o b  f o r  t he  school  d i s t r i c t .  S i n ce  the  

school  board u s u a l l y  l ooks t o  t he  s u p e r i n t e n d e n t  f o r  a d v i c e  

and d i r e c t i o n  in t e c h n i c a l  m a t t e r s  such as i n s u r a n c e ,  he 

needs a wo r k i n g  knowl edge o f  such i tems as t ypes  o f  p o l i c i e s ,

41 I b i d .



e n d o r s e m e n t s , c o i n s u r a n c e ,  c o n c u r r e n c y ,  r a t e  mak i ng,  c l a i m s ,  

as w e l l  as l o c a l  and s t a t e  b u i l d i n g  and s a f e t y  codes .

TYPES OF COVERAGE

The r e  a r e  s e v e r a l  t ypes  o f  i n s u r a n c e  p o l i c i e s  a n d / o r  

endor sement s  a v a i l a b l e  f rom bot h s t o c k  and mut ual  i n s u r a n c e  

compani es .  Ever y  school  a d m i n i s t r a t o r  needs t o  know what  

c o v e r a g e  is a v a i l a b l e  and what  i t  w i l l  do in h i s  p a r t i c u l a r  

school  d i s t r i c t .  Even t r y i n g  t o  d e c i d e  how much i n s u r a n c e  

t o  pur c h a s e  can be a ma j or  p r ob l em w i t h o u t  c o n s i d e r i n g  t he  

t ype  o f  i n s u r a n c e  t o  be p u r c h a s e d .  The amount  o f  i n s u r a n c e  

can be based on c o s t ,  sound v a l u e s ,  r e p l a c e me n t  v a l u e s ,  

c o i n s u r a n c e ,  or  per haps  an a gr ee d  amount  c l a u s e  shoul d  be 

i n c l u d e d  in t he  p o l i c y .  The school  o f f i c i a l  must  c o n s i d e r  

a l l  t he  v a r i o u s  t ypes  o f  p o l i c i e s  f rom s t r a i g h t  f i r e  

i n s u r a n c e  t h r ough  a l l - r i s k ,  b l a n k e t ,  broad f o r m,  s t a n d a r d ,  

a s s e s s a b l e ,  p u b l i c  i n s t i t u t i o n a l  and p r o p e r t y ,  t o  t he  

ex t e nd e d  c o v e r a g e  e n d o r s e me n t .  I f  more t han one company 

p a r t i c i p a t e s  in t he  pr ogr am,  he must  dea l  w i t h  t he  con­

c u r r e n c y  p r o b l e m.  Perhaps c o i n s u r a n c e  woul d be ade qua t e  and 

r educe t he  c o s t .  O v e r a l l ,  t h e s e  d e c i s i o n s  a r e  d i f f i c u l t  and 

t i me  consuming a t  b e s t .  A wrong d e c i s i o n  r e s u l t s  in one o f  

two out comes .  I f  t oo much i n s u r a n c e  is c a r r i e d ,  t he  t a x ­

p a y e r s '  money is be i ng  expended n e e d l e s s l y .  I f  t oo l i t t l e
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Is c a r r i e d  and t h e r e  is a l o s s , i t  w i l l  p l a c e  an economi c  

h a r d s h i p  on t he communi ty i n v o l v e d ,  t o  say n o t h i n g  o f  what  

w i l l  happen t o t he  s c h o o l ' s  p u b l i c  r e l a t i o n s  w i t h  t h a t  

comm'un i t y .

RATING INSURANCE COMPANIES

In s e l e c t i n g  t he  i n s u r a n c e  company t he  school  

e x p e c t s  t o  do bus i ne s s  w i t h ,  a pr i me c o n s i d e r a t i o n  shoul d  

be t he  company' s  r a t i n g . P r o b a b l y  t he  b e s t  known and most  

w i d e l y  used r a t i n g  s e r v i c e  is B e s t ' s .  T h i s  s e r v i c e  a t t e mp t s  

t o  e v a l u a t e  i n s u r a n c e  compani es on t h e i r  u n d e r w r i t i n g  

r e s u l t s ,  economy o f  management , adequacy o f  r e s e r v e s , 

adequacy o f  s u r p l u s ,  and soundness o f  i n v e s t m e n t . ^  The 

r a t i n g s  a r e  o f  two t y p e s .  The f i r s t  t y p e  e v a l u a t e s  t he  

g e n e r a l  r e l i a b i l i t y  o f  t he  company f rom t he  p o l i c y h o l d e r ' s  

v i e w p o i n t .  These r a t i n g s  a r e  "A+" ( e x c e l l e n t ) ,  " B+" ( v e r y  

g o o d ) ,  "B" ( g o o d ) ,  "C+" ( f a i r l y  g o o d ) ,  and "C" ( f a i r ) .  The 

second t y p e  o f  r a t i n g  r e f l e c t s  t he  ne t  wor t h  o f  t he  company. 

T h e r e  a r e  15 r a t i n g s  f rom AAAAA f o r  l a r g e  f i r m s  (25 m i l l i o n  

or  more)  t o  CC f o r  smal l  compani es ( 2 5 0 , 0 0 0  or  l e s s ) . 44

^ C l i f f o r d  H. A l l e n ,  School  I ns u r a n c e  A d m i n i s t r a t i o n , 
(New Yor k :  The M a c M i l l a n  C o . ,  1965) , pi  T o l

^ M a r k  R. Gr e e ne ,  R i sk  and I n s u r a n c e , 2d e d . ,
(New Yor k :  S o u t h we s t e r n  P u b l i s h i n g  C o . ,  19^6)  , p.  149.

44 I b i d .
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A l l e n  recommends t h a t  school  d i s t r i c t s  r e q u i r e  

B e s t ' s  r a t i n g  o f  a t  l e a s t  A : AA f o r  most  t ypes  o f  i n s ur a nc e  

c o v e r a g e . T h i s  i m p l i e s  a company w i t h  an e x c e l l e n t  

r e c o r d  and a s t r o n g  f i n a n c i a l  p o s i t i o n .

RATING OF PROPERTY

T h e r e  i s an a d d i t i o n a l  a r e a  o f  i n s u r a n c e  t he  school  

a d m i n i s t r a t o r  shoul d  be a c q u a i n t e d  w i t h  in o r d e r  t h a t  he may 

u n d e r s t a n d  v a r i o u s  s i t u a t i o n s  c o n c e r n i n g  t he  e s t a b l i s h m e n t  

o f  r a t e s ,  r e g u l a t i o n s ,  and t he  a d j u s t m e n t  o f  l o s s e s .  Th i s  

i n v o l v e s  t he  v a r i o u s  t ypes  o f  bur eaus o r g a n i z e d  f o r  t he  

pur poses o f  r a t e - m a k i n g ,  s t a n d a r d i z a t i o n  o f  f o r ms ,  l oss  

p r e v e n t i o n ,  and a d j u s t m e n t  o f  c l a i m s .  I t  i s t h e  pur pose o f  

r a t e - m a k i n g  o r g a n i z a t i o n s  t o  de v e l o p  r a t e s  t h a t  a r e  a de qua t e  

but  not  e x c e s s i v e ,  and t h a t  d i s c r i m i n a t e  f a i r l y  among 

r i s k s .

F i r e  i n s u r a n c e  r a t i n g  bur eaus a r e  o r g a n i z e d  on a 

r e g i o n a l  or  s t a t e  b a s i s .  The P a c i f i c  F i r e  R a t i n g  Bureau has 

j u r i s d i c t i o n  ov e r  A l a s k a ,  A r i z o n a ,  C a l i f o r n i a ,  Nevada,  U t a h , 

M o n t a n a , and Oregon- -W? th membershi ps c o n s i s t i n g  o f  s t o c k  

f i r e  i n s u r a n c e  compani es doi ng b us i ne ss  i n t h e s e  s t a t e s .  

Ot h e r  c a r r i e r s  may s u b s c r i b e  t o  t he  b u r e a u ' s  s e r v i c e .

^ A l l e n ,  I o c . c I t . ^ l b i d , ,  p.  14.  ^ l b i d . ,  p.  15.



The N a t i o n a l  Bureau o f  C a s u a l t y  U n d e r w r i t e r s  is a 

v o l u n t a r y  o r g a n i z a t i o n  o f  s t o c k  compani es whi ch w r i t e  

v a r i o u s  k i nds  o f  c a s u a l t y  i n s u r a n c e .  The f u n c t i o n s  o f  t hese  

o r g a n i z a t i o n s  is t o  c ompi l e  s t a t i s t i c a l  e x p e r i e n c e  and i 

e s t a b l i s h  r a t e s ,  and t o s t a n d a r d i z e  f o r m s . ^

For  many y e a r s  t he  N a t i o n a l  A s s o c i a t i o n  o f  School  

Busi ness  O f f i c i a l s  has f e l t  t h e r e  is a need t o  d e v e l o p  a 

compr ehens i ve  school  program f o r  r a t i n g  j u r i s d i c t i o n s  to  

g a t h e r  e x p e r i e n c e  on p u b l i c  s c h oo l s  o n l y .  At  t he  p r e s e n t  

t i m e ,  a l l  e d u c a t i o n a l  i n s t i t u t i o n s  a r e  lumped t o g e t h e r , and 

premi um l oss e x p e r i e n c e  r a t i o s  a r e  de v e l o ped  f o r  t he  e n t i r e  

g r o u p . At  one t i me  t he  N a t i o n a l  Board o f  F i r e  Un de r ­

w r i t e r s  agr ee d  t o  c o l l e c t  t he  expense da t a  on p u b l i c  school  

l osses  s e p a r a t e l y  f r om o t h e r  p u b l i c  i n s t i t u t i o n s .  U n f o r ­

t u n a t e l y  t he  r a t i n g  j u r i s d i c t i o n s  r e f u s e d  t o  s e p a r a t e  the  

i n f o r m a t i o n  r e q u e s t e d ,  so t he  Board was un a b l e  t o  f o l l o w  

t h r ough  w i t h  t h i s  p l a n .

Texas i s t he  o n l y  s t a t e  wher e p u b l i c  school  r a t e s

^9pau1 B. Sal mon,  F i r e  I n s u r a n c e  P r i n c i p l e s  and 
P r a c t i c e s  in School  D Is t  r l e t s  EmpI dy ihg Na t i d h a I  Ty A f f i l i ­
a t e d  Bus i ness  O f f i c i a l s , B u l l e t i n  No. I 8,  ( Ev a n s t o n ;  '
A s s o c i a t i o n  o f  School  Busi ness O f f i c i a l s  o f  t h e  Un i t e d  
S t a t e s  and Ca na da , 1 9 5 8 ) , p.  39 .
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a r e  a r r i v e d  a t  on t he  ba s i s  o f  p u b l i c  school  l oss  e x p e r i e n c e  

e x c l u s i v e l y . ^ ^  The I n s u r a n c e  Commi ssi oner  o f  Texas is 

r e q u i r e d  by s t a t u t e  t o e s t a b l i s h  r a t e s ,  and he has seen f i t  

t o  c o l l e c t  l oss e x p e r i e n c e  on p u b l i c  school s  s e p a r a t e l y .

Many school  o f f i c i a l s  f e e l  t he  l ess  d e s i r a b l e  r i s k  o f  

p r i v a t e  s c hoo l s  is c a u s i n g  t he  p u b l i c  schoo l s  t o  pay a 

h i g h e r  i n s u r a n c e  r a t e . ^^

F i r e  i n s u r a n c e  r a t i n g  systems employ two b a s i c  

met hods:  ( I )  s c h e d u l e  r a t i n g  f o r  commer c i a l  b u i l d i n g s ,  and

(2)  manual  r a t i n g s  f o r  d w e l l i n g s . M a n u a l  r a t i n g  se t s  up 

c l a s s e s  or  groups t o  whi ch a u n i f o r m  r a t e  is a p p l i e d ,  s i n c e  

t he  v a r i a t i o n  i n r i s k  is not  c o n s i d e r e d  m e a s u r a b l e .  I t  is 

commonly used f o r  l i f e  and a u t o m o b i l e  i n s u r a n c e  and w i l l  not  

be cover ed  by t h i s  s t u d y ,  s i n c e  t hey  do not  i n v o l v e  school  

p r o p e r t y .

The p r i n c i p a l  o b j e c t i v e  o f  sc h e du l e  r a t i n g  is t o  

p r o v i d e  an i n c e n t i v e  f o r  l oss p r e v e n t i o n  on t he  p a r t  o f  t he  

i n s u r e d  and t o  r e c o g n i z e  b a s i c  d i f f e r e n c e s  i n f i r e  hazar ds  

f rom one p r o p e r t y  t o a n o t h e r .

The Dean A n a l y t i c  Systems was de v i s e d  and copy­

r i g h t e d  by A . F .  Dean in 1902.  The system is now owned by

^0 I b i d .  5 ' l b i . d .  ^2Gr e en e ,  op.  c I t . , p . 752 .



t he  West er n  A c t u a r i a l  B u r e a u . T h e  Dean syst em s t a r t s  w i t h  

b a s i c  r a t e s  , whi ch a r e  compi l ed  in a s e r i e s  o f  t a b l e s ,  f o r  

each of  t he  t en c l a s s e s  o f  c i t i e s . C i t i e s  a r e  c l a s s i f i e d ,  

f o r  t h i s  pur p o s e ,  a c c o r d i n g  t o  f i r e  f i g h t i n g  f a c i l i t i e s ,  

p o l i c e  p r o t e c t i o n ,  a c c e s s i b i l i t y  t o  p r o p e r t y ,  s t r e e t  con­

s t r u c t i o n ,  c l i m a t e ,  and other -  g e n e r a l  f a c t o r s  t h a t  a f f e c t  

d e t e c t i o n  and c o n t a i n me n t  o f  f i r e s .

T r a i n e d  e n g i n e e r s  i n s p e c t  and e v a l u a t e  each p r o p e r t y  

f o r  r i s k s .  They use a s t a n d a r d  r a t e  sur vey  whi ch c o l l e c t s  

da t a  r e l a t i n g  t o t he  s p e c i f i c  f e a t u r e s  o f  a b u i l d i n g  t h a t  

a f f e c t  i t  as a f i r e  r i s k .  In g e n e r a l ,  t he  h a z a r d s  t h a t  i n ­

c r e a s e  t he  p r o b a b i l i t y  o f  f i r e  a r e  s e p a r a t e d  i n t o  two 

c l a s s e s :  c a u s a t i v e  h a z a r d s - - t h o s e  t h a t  o r i g i n a t e  c ombu st i on ,  

and c o n t r i b u t i v e  h a z a r d s - - t h o s e  whi ch c o n t r i b u t e  t o  the  

spr ead o f  f i r e  once i t  has s t a r t e d .  These b u i l d i n g s  a r e  

c l a s s e d  e i t h e r  as f i r e - r e s ( s t i v e  or  n o n - f i r e - r e s i s t i v e . ^ ^

F i r e - r e s i s t i v e  b u i l d i n g s  a r e  g i v e n  c r e d i t s  f o r  v a r i o u s  * 55

• ^ R a l p h  B. F inchum,  F i r e  I n s ur a nc e  Economics Through  
P l a n t  Management , ( Wa s h i n g t o n ,  D . C . :  U n i t e d  S t a t e s  Depar t ' -  
ment o f  H e a l t h ,  E d u c a t i o n ,  and W e l f a r e ,  O f f i c e  o f  E d u c a t i o n ,  
1 9 6 4 ) ,  p.  13.

^ G r e e n e ,  op.  c i t . , p . 767 .

5 5 I b i d . ,  p.  769 .

5&Fi nchum,  op.  c i t . ,  p,  15.
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c o n s t r u c t i o n  f e a t u r e s  and so pay a l ower  r a t e .  An o t h e r  

f e a t u r e  t h a t  a f f e c t s  t he  i n s u r a n c e  r a t e  is t he  h e i g h t  and 

t o t a l  f l o o r  space o f  a b u i l d i n g .  Ac c o r d i ng  t o  F i nchum, t he  

c o n s t r u c t i o n  f e a t u r e s  o f  a b u i l d i n g  whi ch can c o n t r i b u t e  

t o  i t s  f i r e  h a z a r d  a r e  d i s c u s s e d  bel ow:

1.  The t y pe  o f  c o n s t r u c t i o n  r e f e r s  t o t he  f r a mi n g  
and w a l l  syst em ( s t e e l ,  r e i n f o r c e d  c o n c r e t e ,  wood) .

2 .  H e i g h t  i n c l u d e s  t he  number o f  s t o r i e s ,  ba s e me n t , 
r o o f  house ,  o r  r o o f  deck .

3 .  Ar ea  is t he  t o t a l  s qu ar e  f e e t  o f  f l o o r  space .

4.  E x t e r i o r  w a l l s  i n c l u d e  numerous d e t a i l s  such as 
k i nd  o f  m a t e r i a l , s o l i d ,  p r o x i m i t y  t o o t h e r  b u i l d i n g s ,  
h ea vy ,  and t h e i r  t h i c k n e s s .

5 .  P a r a p e t s  a r e  a n a l y z e d  as t o exposed r o o f  h o u s e s , 
h e i g h t ,  nea r ness  t o  a d j a c e n t  w a l l s ,  and o t h e r  e x p o s u r e s .

6 .  Wa I I m a t e r i a I s i n c l u d e  t o t a l  a r e a ,  e a s i l y  damaged 
m a t e r i a l s ,  and a r e a  o f  w a l l s  by s p e c i f i c  t ypes  of  
m a t e r i a l .

7.  A d d i t i o n s  must  be d e s c r i b e d  as t o  t y p e  o f  con­
s t r u c t i o n ,  h e i g h t ,  f l o o r  a r e a ,  s e p a r a t e  or  c o n n e c t e d , 
and w h e t h e r  t hey  a r e  owned by someone e l s e .

8 .  Foundat  ? ons a r e  d e s c r i b e d  as t o m a t e r i a l  and i f  
t hey  a r e  exposed or  n o t .

9 .  R o o f , as t o  w h e t h e r  i t  i s f i r e p r o o f ,  i n s u l a t e d ,  
s u r f a c i n g  m a t e r i a l , and c l o s u r e  o f  r oo f  j o i s t .

10.  S k y l i g h t s  as t o  number ,  t y pe  o f  g l a s s  and f r a m e ,  
and p r o t e c t i o n  by sc r een  or  mesh.

11.  F l o o r s  a r e  r e c or de d  by c o n s t r u c t i o n  t y p e .

12.  F l o o r  o p e n ings a r e  i d e n t i f i e d  as t o  number and 
l o c a t i o n  and k i nd  o f  e n c l o s u r e .
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13.  I n t e r i o r  w a l l s  or  p a r t i t i o n s  a r e  c l a s s e d  by 
t y pe  o f  m a t e r i a l ,  p l a s t e r e d  or  n o t , t y p e  o f  d o o r s , and 
i f  f i r e - r e s i s t i v e .

I 4 .  F i r e p r o o f ing o f  i n t e r i o r  s u p p o r t s  and i f  t hey  
a r e  p l a s t e r e d ;  i f  so,  how t h i c k .

15.  H o r i z o n t a l  s u p p o r t s - i n c l u d i n g  beams, g i r d e r s ,  and 
t r u s s e s ,  by t y pe  o f  m a t e r i a l  and i f  t hey  a r e  f i r e p r o o f .

16.  I n t e r i o r  f i n i s h  must  be che cked ,  e s p e c i a l l y  in 
h e a v i l y  used a r e a s .

17.  Ch i mne y s , i f  a n y , a r e  c l a s s e d  by m a t e r i a l  and 
t h i c k n e s s .

18.  S t o v e p i p e s , i f  a n y , a r e  checked wher e t hey  pass 
t h r ough  c e i l i n g s ,  p a r t i t i o n s  or  f l o o r s .

19.  Heat r e f e r s  t o  t y p e  ( g a s , o i l ,  e l e c t r i c a l ) and 
how i t  is s u p p l i e d  t o  v a r i o u s  p a r t s  o f  t he  b u i l d i n g s

20 .  L i g h t  as t o  t y p e  ( e l e c t r i c ,  k e r o s e n e )

The t ype  o f  occupancy a l s o  a f f e c t s  t he  i n s u r a n c e  

r a t e .  The r a t e s  v a r y  f o r  c o m m e r c i a l ,  i n d u s t r i a l  and manu­

f a c t u r i n g  b u i l d i n g s . 58

A n o t h e r  syst em o f  r a t i n g  p r o p e r t y  f o r  f i r e  i n s u r a n c e  

i s t he  U n i v e r s a l  M e r c a n t i l e  System d ev e l o ped  by F . C. Moore,  

cha i r man o f  a commi t t e e  o f  t he  Board o f  U n d e r w r i t e r s ,  in 

1 9 0 2 . 5 9  T h i s  syst em was d e s i g n e d  t o r a t e  m e r c a n t i l e  r i s k s ,  

but  in j u r i s d i c t i o n s  where i t  i s empl oyed i t  ? s a l s o  used t o  

r a t e  school  p r o p e r t y .  S i nce  t h i s  syst em is n o t  c o p y r i g h t e d ,

57|bid., p. 16. 58|b;j ̂ ̂ p . 19.  59, p.  25 .
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i t  can be changed a t  t he  d i s c r e t i o n  o f  any r a t i n g  o r g a n i ­

z a t i o n ,  w i t h  t he  a p p r o v a l  o f  t he  p r o p e r  s t a t e  o f f i c i a l .

The syst em s t a r t s  w i t h  a " s t a n d a r d "  b u i l d i n g  in a 

" s t a n d a r d "  c i t y .  A s t a n d a r d  b u i l d i n g  f o r  t h i s  pur pose is 

an o r d i n a r y  b r i c k  b u i l d i n g .  A s t a n d a r d  c i t y  i s one w i t h  

w i d e ,  l e v e l  s t r e e t s ,  g r a v i t y  w a t e r w o r k s ,  a d e q u a t e  f t r e  and 

p o l i c e  p r o t e c t i o n ,  and r i g i d  b u i l d i n g  c o d e s . Th i s  system 

u t i l i z e s  i n s p e c t i o n  and c o n s i d e r s  e s s e n t i a l l y  t he  same 

b u i l d i n g  f e a t u r e s  as t he Dean Syst em.  The syst em u t i l i z e s  

two t ypes  o f  r a t e s :  a b a s i c  r a t e  whi ch is t he  r a t e  o f  a 

s t a n d a r d  b u i l d i n g  in a s t a n d a r d  c i t y ,  and a key r a t e  whi ch  

I s t he  a v e r a g e  r a t e  o f  a s t a n d a r d  b u i l d i n g  in ,a g i v e n  c i t y .  

The r a t e  f o r  a g i v e n  c i t y  is d e t e r mi n e d  by maki ng char ges  

or  g i v i n g  c r e d i t s  f o r  i n f e r i o r  or  s u p e r i o r  f e a t u r e s  of  

t h a t  c i t y . ^

PROPERTY VALUATION

D e t e r m i n i n g  a c c u r a t e l y  t he  p r o p e r  v a l u a t i o n  of  

b u i l d i n g s  and c o n t e n t s  is t he  r e s p o n s i b i l i t y  o f  t he  school  

o f f i c i a l s .  A d e t a i l e d  l i s t  o f  p r o p e r t y  i n c l u d i n g  b u i l d i n g s  

and t h e i r  l o c a t i o n ,  c o n t e n t s ,  c o r r e c t  v a l u a t i o n ,  t ype  o f  

c o n s t r u c t i o n ,  and amount  o f  i n s u r a n c e  c a r r i e d  must  be 61

616 0 I b i d . I b i d .
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s u p p l i e d  t o  t he  i n s u r a n c e  u n d e r w r i t e r .

S i nce  t he  f i r e  i n s u r a n c e  r a t e  is u s u a l l y  s u b s t a n ­

t i a l l y  l ower  on t he  b u i l d i n g ,  as opposed t o  t he  c o n t e n t s ,
Z O

i t  i s i m p o r t a n t  t h a t  a l l  p r o p e r t y  be c o r r e c t l y  c l a s s i f i e d .  

A l s o ,  c e r t a i n  i t ems shoul d  be e x c l u d e d  f o r  i n s u r a n c e  v a l u a ­

t i o n  p u r p o s e s .  I t  i s common p r a c t i c e  t o e x c l u d e  i tems such 

as f o u n d a t i o n s  and u t i l i t y  c o n n e c t i o n s  bel ow ground l e v e l  

f rom c o v e r a g e  s i n c e  t hey  a r e  not  d e s t r o y e d  by f i r e . ^

The school  o f f i c i a l  may choose f rom a t  l e a s t  t h r e e  

v a l u a t i o n s  in d e t e r m i n i n g  t h e  amount  o f  i n s u r a n c e  t o  p u r ­

c ha se .  He can use a c t u a l  c o s t ,  r e p l a c e me n t  c o s t ,  or  sound 

v a l u e .  In s e l e c t i n g  a v a l u e ,  assumi ng no agr eed  amount  

c l a u s e ,  he must  be aware o f  t h e  c o i n s u r a n c e  r e q u i r e m e n t s . ^ ^

From t he  p r e v i o u s  d i s c u s s i o n  i t  ap pear s  t h a t  f i r e  

i n s u r a n c e  p r e s e n t s  some r a t h e r  d i f f i c u l t  pr obl ems f o r  school  

a d m i n i s t r a t o r s .  I f  t he school  o f f i c i a l  i s go i ng  t o manage 

t he  i n s u r a n c e  pr ogr am p r o p e r l y ,  he needs t o  know a good dea l  

about  i n s u r a n c e  or  have access t o compet ent  a d v i c e  f rom an 

i n s u r a n c e  e x p e r t .  * 63

^ 2 C l i f f o r d  H. A l l e n ,  School  I n s u r a n c e  A d m i n i s t r a t i o n , 
(New Yo r k :  The M a c M i l l a n  C o . ,  1 9 6 5 ) ,  pi  17.

6 3 I b i d .  , p.  18.  6 4 I b i d . , p.  19 . 6 5 I b i d . ,  p.  22 .

6 6 I b i d .  , p ,  24 .
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Se v e r a l  l a r g e  c i t i e s  and c o u n t i e s  in t he  Un i t e d  

S t a t e s  have a t t e m p t e d  t o c u t  f i r e  i n s u r a n c e  cos t s  by empl oy ­

ing s e l f - i n s u r a n ce p r a c t i c e s . S o m e  o f  t he  ma j o r  ones a r e  

d i s c u s s e d  in t he  f o l l o w i n g  s e c t i o n .

SELF- INSURANCE IN SCHOOL SYSTEMS ■

Montgomery Count y ,  M a r y l a n d ,  has one t ype  o f  s e l f -  

i n s u r a n c e  pr ogr am.  T h i s  count y  has a p o p u l a t i o n  of  ove r  

4 0 0 , 0 0 0  w i t h  1 0 0 , 0 0 0  s t u d e n t s  in k i n d e r g a r t e n  t hr ough gr ade  

f o u r t e e n .  I t  has 15 1 schoo l s  w i t h  an o p e r a t i n g  budget  o f  

$60 m i l l i o n  and a c a p i t a l  budget  o f  $13 m i l l i o n  per  y e a r .

The school  syst em owns p r o p e r t y  v a l u e d  a t  $ 1 4 6 , 0 0 0 , 0 0 0  and 

has 7 , 5 0 0  empl oy e e s .

T h e i r  p l a n  was d e s i g n e d  t o p r o t e c t  t he  l o c a l  g o v e r n ­

ment and t he  school  syst em a g a i n s t  f i r e  l oss o f  b u i l d i n g s  

and t h e i r  c o n t e n t s . T h i s  was acc omp l i sh e d  by p u r c h a s i n g  

commer c i a l  i n s u r a n c e  w i t h  a $ 1 0 0 , 0 0 0  d e d u c t i b l e  and e s t a b ­

l i s h i n g  a cash r e s e r v e  f u n d .  Payments a r e  made f o r  l osses  

as f o l l o w s :  l oss  o f  $500 or  I e s s - - n o  p a y me n t ; $500 to
f

$ 1 0 0 , 0 0 0 - - f uI  I payment  l ess  $500;  o ve r  $ I 0 0 , 0 0 0 - - fund pays

^ H e n r y  H. L i nn  and S c h u y l e r  C. J o y n e r ,  I n sur anc e  
P r a c t i c e s  in School  A d m i n i s t r a t i o n ,  (New Yor k ;  Ronal d P r e s s , 
1 9 5 2 ) ,  p.  69 .

6 RN a t i o n a l  A s s o c i a t i o n  o f  School  Busi ness O f f i c i a l s ,  
I n s u r a n c e  Management ,  50 t h  Annual  P r o c e e d i n g s ,  1964,  p.  373 .
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$ 9 9 , 5 0 0 — r e ma i n d e r  by t he  i n s u r a n c e  company. Lar ge  r i s k s  

ove r  $ 1 0 0 , 0 0 0  a r e  r e i n s u r e d  w i t h  commer c i a l  c a r r i e r s . ^

The count y  has t he  a u t h o r i t y  t o  bond f o r  $ 5 0 0 , 0 0 0  t o pay 

f i r e  l osses  b u t ,  as y e t , i t  has not  had any need t o do s o .7® 

The cash r e s e r v e  fund has been b u i l t  up by an annual  a p p r o ­

p r i a t i o n  f rom t he school  board and t hr ough ac c u mu l a t e d  e a r n ­

i n g s .  When t he  fund r eaches  $ 5 0 0 , 0 0 0  i t  pays an 8 1/2% 

d i v i d e n d .  An a p p r o p r i a t e  amount  o f  cash is kep t  on hand in 

t he  bank;  t he  r e ma i n d e r  is i n v e s t e d  in s e c u r i t i e s . ? ^

The commer c i a l  i n s u r a n c e  I s  pur chased on f i v e  y e a r  

t erms by c o m p e t i t i v e  bi d f rom t hose  companies whi ch meet  t he  

b o a r d ' s  r e q u i r e m e n t s .  The school  o f f i c i a l s  o f  t he  count y  

f e e l  t h a t  t hey  have saved money on f i r e  i n s u r a n c e  cover age  

and t h a t  many o t h e r  school  systems c ou l d  r educe t h e i r  f i r e  

I n s u r a n c e  c os t s  by us i ng  such a pI  a n .

In 1914 t he  S e a t t l e  school  system s t opped p u r c h a s i n g  

commer c i a l  i n s u r a n c e  and e s t a b l i s h e d  a s e l f - i n s u r a n c e  p r o ­

gram.  No r e s e r v e  f und was e s t a b l i s h e d  a t  f i r s t ,  but  f i r e  

l oss cou l d  be pa i d  out  o f  t he  Gener a l  Fund. A cash fund was 

s t a r t e d  in 1931 and i t  is now a p p r o a c h i n g  I m i l l i o n  d o l ­

l a r s . ? ^  The f i r e  l oss e x p e r i e n c e  o f  t he S e a t t l e  school  d i s -

I

^ l b i d . ,  p . 374 . 7 0 | b i d . ,  p.  375 .  71 I b i d .

I b I d . ,  p . 378 . 7 3 I b i d . ,  p.  379 .



t r i c t  has been v e r y  l ow,  o n l y  $ 9 3 , 8 6 7  in f i f t y  y e a r s .  The 

school  d i s t r i c t  e s t i m a t e s  t hey  woul d have p a i d  $ 1 , 4 8 0 , 0 0 0  

f o r  f i r e  i n s u r a n c e  d u r i n g  t he  same p e r i o d  on $ 5 0 , 0 0 0  deduct  

i b l e .  S e a t t l e  a t t r i b u t e s  t he  low l oss r a t i o  t o  good ma l n t e  

nance and housekee p i ng  p r o c e d u r e s .  The c u s t o d i a l  s t a f f  is 

t r a i n e d  and c o n s t a n t l y  remi nded t o p r e v e n t  f i r e  h a z a r d s . 7^

These school  o f f i c i a l s  f e e l  t h a t  most  l a r g e  d i s ­

t r i c t s  cou l d  save  money by hav i ng  a s e l f - i n s u r a n c e  p l an  f o r  

f i r e ,  l o s s e s .  A f i v e  y e a r  s t udy  o f  school  f i r e  l osses  f o r  

t he  s t a t e  o f  Washi ngt on r e v e a l e d  t h a t  on l y  1 7 . 2 2  per  cent  

o f  t he  premiums p a i d  came back t o t he  school  in payment  f o r

cl  a l m s . 75

The c i t y  o f  Ch i cago has f o l l o w e d  a p l a n  o f  No 

I n s u r a n c e  f o r  p r o p e r t y  damage f o r  many y e a r s . The No 

I n s u r a n c e  or  s e l f - i n s u r a n c e  is f e a s i b l e  when t h e  school  

syst em has a l oss r a t i o  t h a t  i s f a v o r a b l e  in r e l a t i o n  t o  

a v e r a g e  annual  pr emi ums.  Du r i ng  a t w e n t y - o n e  y e a r  p e r i o d  

t he  Chi cago P u b l i c  School s  s u f f e r e d  a t o t a l  f i r e  l oss of  

$ I , 6 3 0 , 5 4 2  f o r  an a v e r a g e  annual  l oss o f  $ 7 7 , 6 4 5 .  The 

e s t i m a t e d  t o t a l  commer c i a l  f i r e  i n s u r a n c e  premi um f o r  t h i s  

p e r i o d  woul d have been $ 1 6 , 5 0 0 , 0 0 0  or  $ 7 5 0 , 0 0 0  p e r  y e a r .

56

74 75 76I b i d . I b i d . I b i d . ,  p.  380 .
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The No I n s u r a n c e  p l a n  r e s u l t e d  in a net  s a v i ng s  o f  

$ 1 4 , 8 6 9 , 4 5 8  f o r  t h i s  t i me  p e r i o d . ^7

These t h r e e ,  w i d e l y  r e p o r t e d  exampl es a r e  i l l u s ­

t r a t i v e  o f  how v a r i o u s  t ypes  o f  s e l f - i n s u r a n c e  o p e r a t e ,  and
L

o f  t h e i r  f i n a n c i a l  s u c c e s s .  T h e r e  a r e  about  f i f t y  o t h e r  

s e l f - i n s u r a n c e  programs in t he  U n i t e d  S t a t e s  o p e r a t e d  by 

l a r g e  c i t i e s  o r  c o u n t i e s ,  i n c l u d i n g  such school  systems as 

New Yor k  C i t y ,  P h i l a d e l p h i a ,  and C i n c i n n a t i . 7^

RELATED STUDIES

Duping t he  pas t  f o r t y  y e a r s  t h e r e  have been s e v e r a l  

s t u d i e s  r e l a t i n g  t o school  f i r e  i n s u r a n c e .  The N a t i o n a l  

A s s o c i a t i o n  o f  P u b l i c  School  Busi ness O f f i c i a l s  conduct ed  

c o n t i n u o u s  s t u d i e s  r e l a t i n g  t o school  f i r e  i n s u r a n c e  p r o ­

cedur es  f rom 1921 t o 1945.  In 1959 t h e i r  s t a t e  a f f i l i a t e  

in M i c h i g a n  sponsor ed Dr .  Ro b i n s o n ' s  s t udy  o f  t he  p o t e n t i a l  

o f  a s t a t e  f i r e  i n s u r a n c e  p l a n  f o r  t h a t  s t a t e . 79

The A s s o c i a t i o n  o f  School  Busi ness O f f i c i a l s  of  t he

7 7 I b i d .  , p.  381 .

7 ^St ephen J . K n e z e v i c h , and John Guy Fowl k es ,  
Busi ness Management  o f  Local  School  Sy s t e ms , (New York:  
Ha r per  and B r o t h e r s , I 9 6 0 ) ,  pi  276 .

7 ^George R. Robi nson,  " S t a t e  I n s u r a n c e  o f  P u b l i c  
School  P r o p e r t y  in M i c h i g a n "  ( u n p u b l i s h e d  D o c t o r ' s  d i s s e r ­
t a t i o n ,  Wayne U n i v e r s i t y ,  1 9 5 6 ) ,  p.  24.
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U n i t e d  S t a t e s  and Canada sponsor ed a n a t i o n a l

Salmon d e a l i n g  w i t h  f i r e  i n s u r a n c e  p r i n c i p l e s

t i c e s . 8°

s t udy  by Dr .  

and p r a c -

In 1953 Dr .  Fi nchum conduct ed a s t udy  i n Tennessee  

t o  d e t e r m i n e  t he  i n s u r a n c e  p r a c t i c e s  and p r o c e d u r e s  of  

school  boards in t h a t  s t a t e .

In 1956 Dr .  Robi nson compl e t ed  t he  s t udy  ment i oned  

above i n M i c h i g a n .  Hi s s t udy  d e a l t  w i t h  an a l r e a d y

82e x i s t i n g  s t a t e  f i r e  i n s u r a n c e  program in h i s  s t a t e .

Dur i ng  1968 Dr .  Had l ey  c a r r i e d  on a s t u d y  t o d e v e l o p ,  

a n a l y z e ,  and e v a l u a t e  a s t a t e  f i r e  i n s u r a n c e  p l a n  f o r  West

V i r g i n ! a . 83

A l l  t h r e e  o f  t hese  s t u d i e s  recommended a s t a t e  

i n s u r a n c e  p l a n  f o r  t h e i r  r e s p e c t i v e  s t a t e s . To t he w r i t e r ' s

O A
Paul  B. Sal mon,  F i r e  I n s u r a n c e  P r i n c i p l e s  and 

P r a c t i c e s  in School  D i s t r i c t s  Empl oyi ng N a t i o n a l l y  A f f i l ­
i a t e d  Busi ness O f f i c i a l s , B u l l e t i n  No. 18", ( E v a n s t o n : 
A s s o c i a t i o n  o f  School  Busi ness O f f i c i a l s  o f  t h e  U n i t e d  S t a t e s  
and Ca nada , 19 5 8 ) ,  p.  5.

O I
Ralph B. F i nchum,  "A St udy o f  t he  I n s u r a n c e  

P r a c t i c e s  and Pr oc edur es  of  Tennessee  P u b l i c  School  Boards"  
( u n p u b l i s h e d  D o c t o r ' s  d i s s e r t a t i o n ,  U n i v e r s i t y  o f  Te nnesse e ,  
1 9 5 3 ) ,  P.  I .

Q
0 Robi nson,  op.  c i t . ,  p.  93 .

B^Har r y  J . H a d l e y ,  "A St udy t o De v e l o p ,  A n a l y z e , ,  and 
E v a l u a t e  S t a t e  F i r e  I n s u r a n c e  Pl an  f o r  P u b l i c  School  Systems  
in West  V i r g i n i a "  ( u n p u b l i s h e d  D o c t o r ' s  d i s s e r t a t i o n ,  West  
V i r g i n i a  U n i v e r s i t y ,  1 9 6 8 ) ,  p.  4.
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knowl edge such a p l a n  has not  been adopt ed by any o f  t he  

s t a t e s  c o n c e r n e d .  A p p a r e n t l y  Ro b i n s o n ' s  f i n d i n g s  f o r  

M i c h i g a n  were s u b m i t t e d  t o a l e g i s l a t i v e  c o m m i t t e e ,  but  no 

a c t i o n  was t a k e n . ^
, '

However ,  t h e r e  a r e  s e v e r a l  s t a t e  f i r e  i n s u r a n c e  

programs f o r  cov e r a ge  o f  school  p r o p e r t y  now in o p e r a t i o n  

in t he  U n i t e d  S t a t e s .  A summary o f  t he s e  programs appear s  

ih C h a p t e r  Th r e e .

8 4A s s o c i a t i o n  o f  School  Busi ness O f f i c i a l s  o f  the
U n i t e d  S t a t e s  and Ca nada , Repor t  o f  I n s ur a nc e  Management  .
Research'  C o mm i t t e e , 45 th Annual  P r o c e e d i n g s ,  1959,  p . 217 .



CHAPTER I I I

CURRENT STATE FIRE INSURANCE PROGRAMS 

S e l f  i n s u r a n c e  is not  new t o  many school  systems in 

t he  U n i t e d  S t a t e s . S e v e r a l  s t a t e s  and a number o f  c i t i e s  

have empl oyed t h i s  p r a c t i c e  f o r  many y e a r s .  The maj or  

r eason f o r  s e l f  i n s u r a n c e  is t he  c l a i m  t h a t  t h e  sch oo l s  can 

save f rom 20 t o 50 per  c en t  o f  t he  commer ci a l  i n s ur a nc e  

c o s t s , p l us  ea r n  i n t e r e s t  on t h e i r  r e s e r v e  f u n d s . ^

T a b l e  seven p r e s e n t s  da t a  on f i r e  l oss r a t i o s  f o r  

s e v e r a l  s t a t e s  o v e r . a  t h i f t y - o n e  y e a r  p e r i o d .

T a b l e  7*

F i r e  Loss R a t i o s  in S e l e c t e d  Systems  
o f  C e r t a i n  S t a t e s ,  192 1 - 1952

Loss R a t i o  Loss R a t i o  Loss R a t i o  Loss R a t i o  
S t a t e ____________I 9 2 1 - -  1930 1 9 3 1 - -  1937 1 9 3 8 - - 1 9 4 5  1 9 4 8 - - I 952

Al abama 3 0 . 4 5  16. 61 5 . 8 6  3 8 . 0
F l o r i d a  ............ ............ . 72  19 . 7
Mi c h i g a n  17. 71 3 . 1 3  5 . 8 6  2 6 . 0
Montana 6 3 . 5 9  2 . 3 5  . 00  -------
N. C a r o l i n a  15 . 0 5  1 4 4 . 3 9  ' 8 . 9 9  33 . 3
N. Dakot a  ------- -- 3 1 . 0 2  -------- --------
Vermont  - - - - -  . 00  -------  12 . 5
Wi s c ons i n  ----------  . 4 6  . 8 9  2 6 . 3

- ' Stephen Knezevi  c h , and John Guy F owl k es ,  Busi ness  
Management  o f  Local  School  Sy s t e ms , (New Yo r k :  Ha r p er  and 
B r o t h e r s ,  I 9 6 0 ) ,  pi  2 8 8 .

I
N a t i o n a l  A s s o c i a t i o n  o f  School  Busi ness O f f i c i a l s ,  

I n s u r a n c e  Management ,  50 t h  Annual  P r o c e e d i n g s ,  1964,  p.  284 .
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In t hose  s t a t e s  us i ng s e l f  i n s u r a n c e  t h e  r a t i o s  

appear  t o  be r e l a t i v e l y  hi gh f o r  some y e a r s ,  but  i f  one con­

s i d e r s  t he s e  i n s u r a n c e  premiums as about  o n e - h a l f  t he  commer­

c i a l  r a t e s ,  t hey  a r e  in f a c t  r a t h e r  low in most  c a s e s . ^

South C a r o l i n a

The f i r s t  s t a t e  s e l f  i n s u r a n c e  program was e s t a b ­

l i s h e d  in South C a r o l i n a  in 1900.  Th i s  program is known 

as t he  S t a t e  I n s u r a n c e  S i n k i n g  Fund and is a d m i n i s t e r e d  by 

t he  D i v i s i o n  o f  S i n k i n g  Funds and P r o p e r t y ,  S t a t e  Budget  

and C o n t r o l  Boar d.

At  t he  o u t s e t  t h e r e  was no p r o v i s i o n  f o r  e s t a b ­

l i s h me n t  o f  any cash r e s e r v e  f u n d .  The program cover ed  

f i r e  and w i n d s t o r m damage o n l y .  P a r t i c i p a t i o n  in t he  p l an  

was r e q u i r e d  f o r  a l l  s t a t e ,  c o u n t y ,  and p u b l i c  school  

d i s t r i c t s .  A l l  o t h e r  p u b l i c  b u i l d i n g s  and t h e i r  c o n t e n t s ,

i n c l u d i n g  i n s t i t u t i o n s  s u p por t e d  by t he  s t a t e ,  were

ki n c l u d e d ,  e x c e p t  t he  S t a t e  House .

^St ephen J . Knez ev i ch  and John Guy F owl k e s ,
Busi ness Management  o f  Local  School  Sy s t e ms , (New York:
Ha r per  and B r o t h e r s , 19^0)  , pi  2’8"61

^ N a t i o n a l  A s s o c i a t i o n  o f  School  Busi ness O f f i c i a l s ,  
op.  c i t . ,  p.  385 .

^George R. Robi nson,  " S t a t e  I n s u r a n c e  o f  P u b l i c  
School  P r o p e r t y  in M i c h i g a n "  ( u n p u b l i s h e d  D o c t o r ' s  d i s s e r ­
t a t i o n ,  Wayne U n i v e r s i t y ,  1956)  , p.  26 .
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In 1950 t he  law was amended to i n c l u d e  ex t ended  

c ov er age  i n s u r a n c e  and add i ng  t he  S t a t e  House . 5

The D i v i s i o n  p r o v i d e s  two s p e c i a l  a ge n t s  who i n s p e c t ,  

a t  l e a s t  once a y e a r ,  and a p p r a i s e  a l l  p r o p e r t y  handl ed by 

t he  f u n d i  P r o p e r t y  c l a s s i f i c a t i o n s  a r e  e s t a b l i s h e d  by t he  

D i v i s i o n .  A l l  p r o p e r t y  Is r a t e d  a t  7 5 - 9 5  per  c en t  i n s u r ­

a b l e .  The i n s u r a b l e  v a l u e  o f  any p r o p e r t y  is a c t u a l  cos t  

l ess  d e p r e c i a t i o n .  In t he  e v e n t  o f  d i s a g r e e me n t  between  

l o c a l  and s t a t e  o f f i c i a l s  t h r e e  a p p r a i s e r s  a r e  a p p o i n t e d  

t o  s e t t l e  d i s p u t e s . ^

The premi um r a t e  is s e t  by t he  D i v i s i o n  o f  S i n k i n g  

Funds.  The cos t  cannot  exceed t he  commer c i a l  r a t e  under  

any c i r c u m s t a n c e s .  When t he  r e s e r v e  fund r eaches  f i v e  per  

c en t  o f  t he  i n s u r a n c e  in f o r c e ,  no premium w i l l  be c ha r g e d ,  

p r o v i d e d  t he  d i s t r i c t  has made a t  l e a s t  f i v e  annual  pay ­

ments .  ̂ The law p r o v i d e s  t h a t  premiums must  be pa i d  t o  

t he  S t a t e  Budget  and C o n t r o l  Board on demand. I f  no money 

i s a v a i l a b l e  a t  t he  t i m e ,  t he  l o c a l  board must  make payment  

out  o f  t he  f i r s t  a v a i l a b l e  f u n d s .  The p e n a l t y  f o r  l a t e

■’ S t a t e  Budget  and C o n t r o l  Board' ,  E x c e r p t s  f rom 1962 
South C a r o l i n a  Code o f  Laws R e l a t i n g  t o I n s u r a n c e  o f  P u b l i c  
B u i l d i rigs , D i v i s i o n  o f  Genera I S e r v i c e s ,  I 9 6 5 ,  pi  1 - 4 3 1 .

^ l b i d . ,  p.  4 45 .  ^ l b i d . ,  p . 4 4 3 .
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payment  Is f i v e  per  cen t  per  y e a r .

T he r e  a r e  no s p e c i f i c  p r o v i s i o n s  r e g a r d i n g  i n v e s t ­

ment  o f  t he  f u n d .  A l l  monies a r e  d e p o s i t e d  w i t h  t he  s t a t e  

t r e a s u r e r  t o  be h e l d  f o r  t he  s p e c i f i c  purposes f o r  which  

t he  s i n k i n g  fund was c r e a t e d . The f unds a r e  i n v e s t e d  in 

U. S . Government  Bonds and N o t e s ,  p u b l i c  r e a l  e s t a t e ,  and 

l oans t o  t he  s t a t e  and c o u n t i e s  o f  South C a r o l i n a .  A l s o ,
O

t he  f und keeps about  . 4  m i l l i o n  in cash on hand.

The fund now t o t a l s  about  23 m i l l i o n  d o l l a r s  and 

has n e a r l y  800 m i l l i o n  d o l l a r s  o f  i n s u r a n c e  i n f o r c e  on 

school  p r o p e r t y .  In 1966 a d m i n i s t r a t i v e  expenses amounted  

t o  $ 7 7 , 0 2 7 . 3 7 ,  compared t o  $ 7 8 8 , 6 0 1 . 8 0  o f  i n t e r e s t  i ncome,  

whi ch is l ess  t han t en per  c e n t . ^

The South C a r o l i n a  pr ogr am a l s o  p r o v i d e s  f o r  r e ­

i n s u r a n c e .  T h i s  f e a t u r e  is e s p e c i a l l y  i m p o r t a n t  d u r i n g  t he  

e a r l y  y e a r s  u n t i l  an ade qua t e  cash r e s e r v e  is b u i l t  up.

At  p r e s e n t  some r e i n s u r a n c e  is s t i l l  c a r r i e d . ^ 0 Ther e  is 

no l i m i t  on e x p e n d i t u r e s  f rom t he  f u n d .  The D i v i s i o n  can 

r e s t r i c t  e x p e n d i t u r e s  f rom t he  f u n d .  In r e c e n t  y e a r s  t he

O
Furman E. McEacher n ,  J r . ,  Repor t  o f  t h e  S t a t e  

Budget  and C o n t r o l  Bo a r d , ( Sout h C a r o l i n a :  D i v i s i o n  o f  
Gener a l  S e r v i c e s , 1 9 6 6 ) ,  p.  10.

9 I b i d . , p .  11.  1 0 I b i d . , p.  25 .
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annual  char ge  f o r  premiums a v e r a g e d  50 t o  60 pe r  cen t  o f  

f u l l  bus i ne ss  r a t e s . ^

Wi scons ? n

Wi s c ons i n  was t he  second s t a t e  to e s t a b l i s h  a s t a t e  

s e l f  i n s u r a n c e  pr ogr am.  The S t a t e  F i r e  I ns u r a n c e  Fund was 

c r e a t e d  by s t a t e  s t a t u t e  in 1903.  At  t he  o u t s e t  o n l y  f i r e  

and w i n d s t o r m p r o t e c t i o n  o f  s t a t e  p r o p e r t y  was p r o v i d e d .

In 1911 t he  law was amended t o a l l o w  s c h o o l s ,  c i t i e s  and 

t owns,  and l i b r a r i e s  t o  i n s u r e  in t he  s t a t e  f u n d . I %

The Wi s c o n s i n  f und i s a d m i n i s t e r e d  by t he  Commis­

s i o n e r  o f  I n s u r a n c e ,  who a l s o  p r o v i d e s  i n s p e c t i o n  and 

a p p r a i s a l  s e r v i c e s .  The l o c a l  board may empl oy t h e i r  own 

a p p r a i s e r s .  The s t a t e  a u t h o r i t i e s  encour age  t he  school s  to  

i n c r e a s e  t he  amount  o f  t h e i r  i n s u r a n c e  as p r o p e r t y  v a l u es  

and r e p l a c e me n t  c o s t s  go up.  The i n s u r a b l e  v a l u e  o f  p r o p ­

e r t y  is c o n s i d e r e d  t o  be 90 per  c en t  o f  a c t u a l  cash v a l u e .

R e c e i p t s  t o t he  fund a r e  d e p o s i t e d  w i t h  th,e s t a t e  

t r e a s u r e r  and a r e  i n v e s t e d  a c c o r d i n g  t o  law by t h e  S t a t e

^ N a t i o n a l  A s s o c i a t i o n  o f  School  Busi ness O f f i c i a l s ,  
I n s u r a n c e  Management , 50 t h  Annual  P r o c e e d i n g s ,  1964,  p.  38 5 .

I O
Rober t  D. Haase,  Wi s c o ns i n  I n s u r a n c e  R e p o r t ,  1967,

p.  29 .

^ R o b i n s o n ,  op.  c i t . ,  p.  35 .



I n v e s t me n t  Boar d.  Losses and expenses o f  t he  f i r e  fund a r e  

c e r t i f i e d  t o  t he  Bureau of  F i na nc e  and payment  is made in 

t he  same manner  as used f o r  a l l  s t a t e  b u s i n e s s .  A l l  o f  t he  

expenses o f  o p e r a t i n g  t he  f i r e  f und a r e  pa i d  by i t . ^  Wi s ­

cons i n  Laws of  1961,  Ch a p t e r  191*  p r o v i d e  t h a t  when the  

s u r p l u s  in t he  f und exceeds $ 5 , 0 0 0 , 0 0 0  a t  t he  end o f  any 

c a l e n d a r  y e a r ,  t he  Commi ssi oner  o f  I ns u r a n c e  w i l l  d i s ­

c o n t i n u e  t he  c o l l e c t i o n  o f  premiums on s t a t e  p r o p e r t y .

S i nce  J u l y  I ,  1961,  premiums have not  been c o l l e c t e d  on 

s t a t e  p r o p e r t y . ^  The r a t e s  f o r  cov e r a ge  in t he  p l an  a r e  

f i f t y  per  cen t  o f  t he  r a t e  p u b l i s h e d  by t he  F i r e  I n sur anc e  

R a t i n g  B u r e a u . ^  Dur i ng  t he  e a r l y  y e a r s  o f  t he  pr ogr am,  

s e v e r a l  s e r i o u s  l osses  o c c u r r e d  and monies wer e bor rowed  

f rom t he  s t a t e ;  a l l  t hese  have been r e p a i d  w i t h  i n t e r e s t .  

These l osses  caused t he  fund t o char ge  75 per  c e n t  o f  the  

commer c i a l  r a t e  f o r  s e v e r a l  y e a r s .

The i n s u r a n c e  fund w r i t e s  c ov er age  under  t he  P u b l i c  

and I n s t i t u t i o n a l  P r o p e r t y  Form on p r o p e r t y  o f  c o u n t i e s ,  

c i t i e s ,  t owns,  school  d i s t r i c t s ,  and l i b r a r i e s .  At  t he  end 

o f  1966 t he  fund c a r r i e d  i n s u r a n c e  on p r o p e r t y  in f o r t y  

c o u n t i e s ,  204 c i t i e s  and t owns,  230 school  d i s t r i c t s ,  and

^ H a a s e ,  op.  c i t . ,  p . 29 .  ^ l b i d .  ^ l b i d .
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f o u r t e e n  l i b r a r y  b o a r d s . ^^

Premiums f o r  1966 t o t a l e d  $4 8 8 , 6 1  2 . 0 4  f rom a l l  

i n s u r e r s .  Losses o f  s t a t e  p r o p e r t y  t o t a l e d  $ 7 1 , 3 1 6 . 8 1 .

The l oss r a t i o  f o r  a l l  p e r i o d s  was 4 7 . 9  per  c e n t . T o t a l  

expenses amounted t o $ 6 0 , 3 8 5 . 2 9  on about  1 3 . 5  per  cent  of  

i ncome.  I n s u r a n c e  cover age  in f o r c e  a t  t he  end o f  t he y e a r  

exceeded one and o n e - h a l f  b i l l i o n .  The b a l a n c e  in t he  fund  

was $ 5 , 2 6 7 , 0 0 9 . 3 4 . 18

The end i ng  b a l a n c e  f o r  t he  fund is somewhat  mi s ­

l e a d i n g .  The S t a t e  L e g i s l a t u r e  has made s e v e r a l  w i t h d r a w a l s  

f rom t he  fund i n r e c e n t  y e a r s .  In 1955,  f i v e  m i l l i o n  was 

t r a n s f e r r e d  t o  t he  g e n e r a l  f u nd ;  in 1959,  $ 1 , 7 0 0 , 0 0 0  was 

a p p r o p r i a t e d  f o r  l and p u r c h a s e ; and in 19 6 3 , t h r e e  and one-  

h a l f  m i l l i o n  was t r a n s f e r r e d  t o  t he  g e n e r a l  f u n d . ^8 The 

i n s u r a n c e  p e o p l e  cont end t h a t  t he  fund shoul d not  be used 

f o r  n o n - i n s u r a n c e  p u r p o s e s .

Nor t h  Dakot a

A S t a t e  F i r e  and Tor nado Fund was e s t a b l i s h e d  by 

t he  S t a t e  L e g i s l a t u r e  o f  Nor t h  Dakot a  in 1919 ,  t hus becoming  

t he  t h i r d  s t a t e  t o  adopt  a s e l f  i n s u r a n c e  pr ogr am.  Ap pa r ­

e n t l y  t h i s  a c t  was prompt ed by t he  f e e l i n g  t h a t  p r i v a t e  17

1 7 I b i d . ,  p.  30 .  l 8 I b i d .  1 9 I b i d .
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compani es shoul d  not  p r o f i t  a t  t he  expense o f  t he  t a x -  

20p a y e r s . ^

T h i s  fund s t a r t e d  w i t h  no a p p r o p r i a t e d  r e s e r v e  f u n d .

However ,  r e i n s u r e d  p r o v i s i o n s  wer e i n c l u d e d  in t he  law and

t he  f und has used r e i nsur ance ,  in v a r y i n g  degr ees  up t o t he

p r e s e n t  t i m e .  The f und is a d m i n i s t e r e d  by t he  Commi ssi oner

o f  I n s u r a n c e .  Cover age  o f  s t a t e  and p u b l i c  p r o p e r t y  is 

2 Ima n d a t o r y .

The o r i g i n a l  law r e q u i r e d  t he  fund t o  char ge  t he  

f u l l  commer c i a l  r a t e s  u n t i l  t he  fund reached t en per  cent  

of  t he  i n s u r a n c e  c o v e r a g e  c a r r i e d .  In 1927 t h i s  was changed  

t o  f i v e  per  c e n t .  In 1931 i t  was s e t  a t  $ 2 , 0 0 0 , 0 0 0 .  The 

r e q u i r e m e n t  was changed s e v e r a l  more t i mes  o v e r  t he y e a r s ;
O O

p r e s e n t l y  i t  i s s e t  a t  12 m i l l i o n .

I n s p e c t i o n  o f  a l l  i n s u r e d  p r o p e r t y  is c a r r i e d  out  

t h r ough  t he  De par t me nt  o f  I n s u r a n c e .  A p p r a i s a l s  a r e  con­

duc t ed  by a r e c o g n i z e d  a p p r a i s a l  company. I f  a d i s p u t e  

a r i s e s  about  v a l u a t i o n ,  a r b i t r a t i o n  is used t o  s e t t l e  t he  

d i s p u t e . C o v e r a g e  can not  exceed 90 per  c e n t  o f  t he  f u l l

^0 Fr ank  A l b e r s ,  S t a t e  F i r e  and Tor nado Fund Law and 
H i s t o r y , Nor t h  D a k o t a , 1963,  p . Tl

2 l I b i d . ,  p . A. * 2 2 2 I b i d .

2 3 K . o .  Ny gaar d ,  S t a t e  F i r e  and Tor nado Fund,
( B i s ma r k :  Nor t h  Dakot a  P r o d u c t s , 19 6 7 ) ,  pi  Tl
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i n s u r a b l e  v a l u e .  Premiums a r e  due on August  I o f  odd-  

numbered y e a r s .  A s i x  per  c en t  per  y e a r  c ha r g e  i s assessed  

f o r  l a t e  payment  a f t e r  60 d a y s . ^  In t he pas t  t he  fund has 

f l u c t u a t e d  w i d e l y  in t he  r a t e s  i t  c h a r g e d ,  f rom f u l l  commer­

c i a l  r a t e s  t o  no c ha r ge  f o r  i n s u r a n c e . ^5 The 1966 r a t e  was 

4 9 . 6  per  cen t  o f  t he  commer c i a l  r a t e .  In no case may t he  

r a t e  exceed 50 per  c en t  o f  t he  commer c i a l  r a t e . ^

On June 3 0 ,  1966,  t he  f und c a r r i e d  $ 3 4 3 , 1 2 6 , 2 9 2  o f  

i n s u r a n c e  f rom 1 , 1 0 9  p o l i c i e s .  Net  premiums f o r  t he  1964-  

1966 b i e nn i um t o t a l e d  $ 1 , 1 5 4 , 6 0 9 . 7 8  and t o t a l  l osses  pa i d  

wer e $ 3 1 7 , 2 9 1 . 6 4  f o r  a l oss r a t i o  o f  27 . 48%.  On t he  same 

day t he  f und b a l a n c e  was $ 6 , 3 3 2 ,  1 2 3 . 3 7 . ^  No r t h  Da k o t a ' s  

p l a n  seems t o  have worked w e l l  even a f t e r  some l a r g e  l o s s e s ,  

i n c l u d i n g  t he  s t a t e  c a p i to I b u i l d i n g .

^ l b i d . ,  p . 8.

^ G e o r g e  R. Robi nson,  " S t a t e  I n s u r a n c e  of  P u b l i c  
School  P r o p e r t y  in M i c h i g a n "  ( u n p u b l i s h e d  D o c t o r ' s  d i s s e r ­
t a t i o n ,  Wayne U n i v e r s i t y ,  1 9 5 6 ) ,  p.  41 .

2^ Ha r r y  J . H a d l e y ,  "A St udy to D e v e l o p ,  A n a l y z e ,  and 
E v a l u a t e  a S t a t e  F i r e  I n s u r a n c e  P l an  f o r  P u b l i c  School  
Systems in West  V i r g i n i a "  ( u n p u b l i s h e d  D o c t o r ' s  d i s s e r ­
t a t i o n ,  West  V i r g i n i a  U n i v e r s i t y ,  1 9 6 8 ) ,  p.  6 2 .

2 ^ A l b e r s ,  op.  c i t . ,  p.  6.

2 ^K.  0 .  N y g a a r d , B i e n n i a l  Repor t  o f  t h e  F i r e  and. 
Tor nado Fund o f  t he  S t a t e  o f  Nor t h  D a k o t a , ( B i smar k :  Nor t h  
Dakot a  Pr oduc t s  , 1966)  , pi  SI
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Alabama

Al abama e s t a b l i s h e d  a S t a t e  I n s u r a n c e  Fund in 1923.  

The law has been amended and expanded t h r e e  t i m e s ,  in 1949,  

1955,  and 1957.  T h i s  program cover s  a l l  t ypes  o f  s t a t e  

p r o p e r t y .  P a r t i c i p a t i o n  by p u b l i c  school s  is v o l u n t a r y .

The program a u t h o r i z e s  i n s u r a n c e  f o r  l oss by f i r e ,  l i g h t n i n g ,  

w i n d s t o r m ,  and h a i l  f o r  a l l  b u i l d i n g s  and t h e i r  c o n t e n t s .

The f und is a d m i n i s t e r e d  by t he  Depar t ment  o f  F i nance  

and o p e r a t e s  somewhat  l i k e  a commer c i a l  i n s u r a n c e  company.

The s t a t e  does not  a c c e p t  any f i n a n c i a l  r e s p o n s i b i l i t y  f o r  

l oss e x c e p t  f o r  a $ 1 0 0 , 0 0 0  a p p r o p r i a t i o n  t h a t  i s a v a i l a b l e  

i f  t he  f und is c o m p l e t e l y  d e p l e t e d . I n s p e c t i o n s  a r e  made 

of  i n s u r e d  p r o p e r t y  e v e r y  y e a r ,  more f r e q u e n t l y  i f  n e c e s s a r y .  

The i n s p e c t i o n  s e r v i c e  is ai med a t  i mpr ov i ng  t he  r i s k .

Re por t s  a r e  f i l e d  w i t h  t he  owner s ,  Depar t ment  o f  E d u c a t i o n ,  

and t he  fund, .  The i n s p e c t o r s  a r e  deput y  F i r e  Mar shal  Is w i t h  

commensurat e a u t h o r i t y . ^^

A p p r a i s a l s  a r e  r e q u i r e d  o f  a l l  b u i l d i n g s  cover ed by 

S t a t e  i n s u r a n c e .  The fund o f f i c i a l s  a r e  t he  Depar t ment  o f

2 9• S t a t e  I n s u r a n c e  Fund , S t a t e  I n s u r a n c e  Fund o f  
Al abama A n n o t a t e d , ( C h a r l o t t e s v i l l e :  The M i c h i e  Co . ,  1958)  ,
p . 3.

^ l b i d . ,  p . 6 .  ^  I b i d . ,  p.  4 .
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E d u c a t i o n  and t he  B u i l d i n g s  Commi ss i oner ,  who check dat a  on

3 2b u i l d i n g  v a l u e s  i f  t he  owner  and a p p r a i s e r  d i s a g r e e .  The 

r a t e s  used by t he  fund a r e  e s t a b l i s h e d  by t he  Alabama I n ­

s p e c t i o n  and R a t i n g  Bur eau.  They a r e  t hen d i s c o u n t e d  40 per  

c e n t ,  so t he  r a t e  is 60 per  cen t  o f  commer ci a l  r a t e s . ^  

R e i n s u r a n c e  is w i d e l y  used in Al abama.  The r e ­

i n s u r a n c e  is a r r a n g e d  on an i t em by i t em b a s i s .  In a d d i t i o n  

t he  fund is p r o t e c t e d  f rom l a r g e  l osses by p u r c h a s i n g  c a t a s ­

t r o p h e  i n s u r a n c e  in t he  amount  o f  f o u r  m i l l i o n  d o l l a r s  to  

coyer  l oss in excess o f  $ 5 0 0 , 0 0 0  on any one o c c u r r e n c e .

At  t he  end o f  1966, .  t he  f und had t o t a l  a s s e t s  of  

$ 7 , 5 2 6 , 6 6 9 . 8 0 .  Dur i ng  i t s  l i f e t i m e  t he  fund has made t o t a l  

c o l l e c t i o n s  o f  n e a r l y  50 m i l l i o n  and pa i d  l osses  o f  n e a r l y  

39 m i l l i o n .  A d m i n i s t r a t i v e  expenses a r e  l i m i t e d  t o  s i x  per  

cent  o f  annual  i ncome.  Dur i ng  1966 t he  f und had an income

of  $ 1 , 3 4 4 , 3 2 8 . 1 9  and pa i d  l osses  o f  $ 1 , 2 2 5 , 0 6 0 . 3 4 .  T o t a l

. . 3 4I n s u r a n c e  in f o r c e  was over  600 m i l l i o n .

Nor t h  C a r o l i n a

The Nor t h  C a r o l i n a  S t a t e  I n s ur a nc e  pr ogr am was 

e s t a b l i s h e d  by t he  Gener a l  Assembl y in 1 9 4 9 . ^  The program 32

32 I b i d . ,  p . 6.  ^ ^ I b i d . ,  p.  5.   ̂ I b i d . ,  p . 10.

S^Nor t h C a r o l i n a ,  Senat e  B i l l  No.  281 o f  t he General '  
Assembl y of  Nor t h  C a r o l i n a ,  R a t i f i e d  A p r i l  23 ,  1949» p.  I .
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was adopt ed  p r i m a r i l y  because o f  a 25 per  cen t  i n c r e a s e ’ in  

commer c i a l  i n s u r a n c e  r a t e s  in t h a t  s t a t e  in 19-49. The Board 

of  Ed u c a t i o n  o b j e c t e d  t o t he  i n c r e a s e ;  however ,  t he  Com­

m i s s i o n e r  o f  I n s u r a n c e  woul d not  r e s c i n d  o r  a d j u s t  t he r a t e  

f o r  s c h o o l s . ^

The program in Nor t h  C a r o l i n a  is a d m i n i s t e r e d  by t he

D i v i s i o n  o f  I n s u r a n c e ,  whi ch was c r e a t e d  by t he  Board o f

E d u c a t i o n  t h r ough  powers g i v e n  t o  t he  Board by t he  Gener al  

3 7 .Assembl y .  Th i s  f und is o p e r a t e d  s o l e l y  f o r  s c h o o l s ,  

whereas o t h e r  s t a t e  p l a n s  i n c l u d e  a d d i t i o n a l  t ypes  of  

p r o p e r t y .  The s t a t e  assumes no l i a b i l i t y  f o r  l o s s e s ,  

a l t h o u g h  two m i l l i o n  d o l l a r s  was l oaned by t he  S t a t e  L i t e r ­

a r y  Fund t o  s t a r t  t he  pr ogr am.  . T h i s  l oan has s i n c e  been 

r e p a id in f u I  I .

The f und does not  p r o v i d e  a p p r a i s a l s . Local  a u t h o r i ­

t i e s  e s t a b l i s h  i n s u r a b l e  v a l u e  ( r e p l a c e m e n t  co s t  l ess d e p r e ­

c i a t i o n )  whi ch a r e  checked by t he  D i v i s i o n  o f  i n s u r a n c e .

Each b u i l d i n g  is i n s p e c t e d  and r a t e d  each y e a r  b e f o r e  r enewal  

of  t he  p o l i c y .  For  many school s  t h i s  is t he  f i r s t  such 

s e r v i c e  t hey  have e v e r  had.  P o l i c i e s  may be c a n c e l e d  f o r

3 6 | b i d . ,  p . 2.  3 7 | b i d . ,  p . I .

^^Nor t h  C a r o l i n a ,  Repor t  on P u b l i c  School  i ns ur a nc e  
Fund , S t a t e  Board o f  E d u c a t i o n ,  D i v i s i o n  o f  I n s u r a n c e ,  
( R a l e i g h :  1 9 6 6 ) ,  p.  I .



d e t e r i o r a t i o n  or  d e l a p i d a t ion o f  b u i l d i n g s ,  but  t h i r t y  days '  

n o t i c e  is r e q u i r e d  t o g i v e  t he  d i s t r i c t  a chance t o  make
O Q

r e p a i r s .   ̂ R e i n s u r a n c e  is a u t h o r i z e d  in t he  pr ogr am,  and i t  

is pur chased f rom L l o y d ' s  o f  London. The r e i n s u r a n c e  cover s  

l oss  ov e r  $ 2 0 0 , 0 0 0  per  o c c a s i o n  up t o a $ 4 , 0 0 0 , 0 0 0  l i m i t .

At  t he  c l o s e  o f  i t s  17th y e a r ,  t he  f und had t o t a l  

a s s e t s  o f  $ 3 , 4 9 3 , 5 5 7 . 9 8  w i t h  whi ch t o pay f i r e  l o s s e s .

Dur i ng  t h a t  y e a r  i t  had an income o f  $6 5 8 , 7 0 9 . 2 2  and pa i d  

c l a i ms  t o t a l i n g  $ 7 7 8 , 4 3 4 . 7 6 .  A d m i n i s t r a t i v e  c o s t s  a r e  I i ru­

t t e d  t o  t en  per  c e n t  o f  income and amounted t o $ 6 5 , 5 2 5 . 7 7 .  

Dur i ng  i t s  e x i s t e n c e  t he  fund has ear ned  $ 7 , 6 7 3 , 5 9 0 . 2 9  and 

pa i d  l oss o f  $ 5 , 1 3 2 , 2 6 4 . 2 1  f o r  a l oss r a t i o  o f  6 6 . 8 8 % . ^  

P a r t i c i p a t i o n  in t h i s  program is o p t i o n a l  by t he  

l o c a l  school  d i s t r i c t .

Mi c h i g a n

A s t a t e  f i r e  i n s u r a n c e  program was adopt ed by t he

l e g i s l a t u r e  in M i c h i g a n  in 1913 .  T h i s  p l an  i n c l u d e d  s t a t e

4 2p r o p e r t y  o n l y  and s t i l l  f u n c t i o n s  on t h a t  b a s i s  t o d a y .

^ N o r t h  C a r o l i n a  Senat e  B i l l  No.  281 ,  0 . c i t . , p.  2 .  

if^ H a d l e y ,  op.  c i t . , p.  6 9 .

 ̂  ̂Nor t h  C a r o l i n a  S t a t e  Board of  E d u c a t i o n ,  op.  c i t . ,
p . 2.

Ix 04 ^ RobI nson,  op » c I t . ,  p . 61*

\
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The program is mandat or y  f o r  a l l  s t a t e  p r o p e r t y  e x c e p t  t he  

U n i v e r s i t y  sys t e m,  and i n c l u d e s  both b u i l d i n g s  and c o n t e n t s .

In t he  e a r l y  y e a r s  o f  i t s  o p e r a t i o n  t he  i n t e n t  was 

t o  i n s u r e  a l l  b u i l d i n g s  a t  r e p l a c e me n t  cos t  and to c a r r y  a 

l a r g e  r e s e r v e  in t he  f u n d .  In f a c t ,  in 19^5 t he  fund was 

a l l o w e d  a cash r e s e r v e  o f  $ 5 , 0 0 0 , 0 0 0 .  R e c e n t l y ,  t he  p h i l o ­

sophy in M i c h i g a n  has changed and t he  p l a n  s i n c e  1955 has
3

been t o pay o n l y  smal l  l o s s e s .  At  p r e s e n t  t he  fund b a l a n c e

is o n l y  $ 2 5 0 , 0 0 0  and t he  maximum payment  is $ 5 0 , 0 0 0 .  Any

l a r g e r  l oss can be pa i d  by an a c t  o f  t he  S t a t e  L e g i s l a t u r e . ^ ^

The program is a d m i n i s t e r e d  by t he  D i r e c t o r  o f  t he

S t a t e  I n s u r a n c e  Fund.  He works under  t he  Commi ssi oner  o f

I n s u r a n c e .  A l t h o u g h  t h e r e  is no p r o v i s i o n  in t he  l aw,  t he

D i r e c t o r  can and does make i n s p e c t i o n s  and a p p r a i s a l s  o f

p r o p e r t y  i n s u r e d  by t he  f u n d .  The D i r e c t o r  is p e r m i t t e d  t o

pur chase  i n s u r a n c e ,  and he has done i t  e x t e n s i v e l y  in

k Fr e c e n t  y e a r s ,  e s p e c i a l l y  on b u i l d i n g  c o n t e n t s . ^

Ot h e r  S t a t e s

At  t he  t i me  o f  t h i s  i n v e s t i g a t i o n ,  f o u r  o t h e r  s t a t e s  

were u t i l i z i n g  s e l f  i n s u r a n c e  in some f o r m . ^  These s t a t e s

I b i d . ,  p . 64 .  ^ l b i d . ,  p.  65 .  ^ l b i d . ,  p , 64 .

^ S t e p h e n  J . Knezevi  ch and John Guy F owl k es ,  Busi ness  
Management  o f  Local  School  Sy s t e ms , (New Yo r k :  Har per  and 
B r o t h e r s , I 9 6 0 ) , pi  285 . '



were F l o r i d a ,  K e n t u c k y , Oregon,  and Ver mont .  These programs  

a r e  s i m i l a r  to t he  one in M i c h i g a n - - I i m i t e d  and f o r  s t a t e  

p r o p e r t y  o n l y . ^7 a I I o f  t he  s e l f  i n s u r a n c e  programs have 

one ma j or  o b j e c t i v e  and t h a t  i s t o  reduce t he  c o s t  o f  

i n s u r a n c e  and save t he  t a x p a y e r s '  money.  They have been 

r e s i s t e d  and condemned by t he  commer c i a l  i n s u r a n c e  i n t e r e s t s  

as be i ng  u n s a f e , m o n o p o l i s t i c ,  and s o c i a l i s t i c .  However ,  

t hey  have a l l  pr oved t o be s u c c e s s f u l  and have a cc ompl i she d  

t h e i r  obj  e c t i v e .

Mont a n a ' s  A t t e mp t

Dur i ng  t he  d e p r e s s i o n  p e r i o d  of  t he  19 3 0 ' s , w i t h  

t he  s t a t e  gover nment  hav i n g  f i n a n c i a l  d i f f i c u l t i e s ,  s e v e r a l  

new f i n a n c i n g  a r r a n g e me n t s  wer e a t t e m p t e d . O n e  i n n o v a t i o n  

was a s t a t e  i n s u r a n c e  p l a n  f o r  s t a t e  p r o p e r t y  i n c l u d i n g  

school  b u i l d i n g s  and t h e i r  c o n t e n t s . ^  T h i s  program was t o  

be a d m i n i s t e r e d  by t he  S t a t e  A u d i t o r ' s  o f f i c e  as E x - o f f i c i o  

Commi ssi oner  o f  I n s u r a n c e .  The Commi ssi oner  was t o  se t  

p o l i c i e s  and r e g u l a t i o n s  and m a i n t a i n  such r e c or ds  as he

^ H a d l e y ,  op.  c i t . , p.  69 .

^ P r o f e s s o r  Ea r l  F e l l baum, p e r s o na l  i n t e r v i e w s ,  
Mont ana S t a t e  U n i v e r s i t y ,  Bozeman,  I 9 6 8 - I 96 9 .

^ M o n t a n a ,  Sess i on  Laws, T w e n t y - f o u r t h  L e g i s l a t i v e  
Assembl y ,  H e l e n a ,  1 935 , Ch . 179.
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d e t e r mi n e d  ne c e s s a r y  to o p e r a t e  t he  i n s u r a n c e  pr ogr am.

The r e s p e c t i v e  boards and o f f i c e s  in c ha r g e  of  

p r o p e r t y  were r e q u i r e d  t o pay i n t o  t he  s t a t e  t r e a s u r y  monies  

t o  pur chase  i n s u r a n c e  f rom t he  s t a t e  on a t h r e e  y e a r  term.  

The r a t e s  were s e t  by t he  Commi ssi oner  a t  t he  p r e v a i l i n g  and 

common I y a c c e p t e d  r a t e s .  The Act  a l s o  s t a t e d  t h a t  t he  S t a t e  

Board o f  Exami ners  had to r e i n s u r e  or  pur chase  excess  

i n s u r a n c e  w i t h  a r e l i a b l e  company f o r  such p o r t i o n  o f  the  

i n s u r a n c e  l i a b i l i t y  as was commensurat e w i t h  t he  p r i n c i p l e s  

o f  s a f e  u n d e r w r i t i n g . T h e  cos t  o f  such r e i n s u r a n c e  was t o  

be pa i d  out  o f  t he  s t a t e  i n s u r a n c e  f und .

The S t a t e  F i r e  Mar sha l  was a ss i gn ed  t o  i n v e s t i g a t e

t he  c a u s e , o r i g i n ,  and c i r c u m s t a n c e s  o f  a l l  f i r e s  i n v o l v i n g

p u b l i c  p r o p e r t y  i n s u r e d  under  t he  A c t . He was t o  d e t e r mi n e

i f  t he  l oss  t o  p u b l i c  p r o p e r t y  was due t o  c a r e l e s s n e s s  or

5 2d e s i gn  and r e p o r t  h i s  f i n d i n g s  t o  t he  Commi ss i oner .  As 

passed by t he  T w e n t y - f o u r t h  L e g i s l a t i v e  Assembl y t h i s  Act  

became e f f e c t i v e  on t he  f i r s t  day of  June,  1935.

The d e t a i l s  o f  e x a c t l y  what  happened as t he  pl an  

was put  i n t o  o p e r a t i o n  a r e  u n c l e a r .  A p p a r e n t l y ,  t h e r e  was 

some d i s a g r e e me n t  or  m i s u n d e r s t a n d i n g  in t he  Co mmi s s i o ne r ' s  50

5 0 I b i d . , p.  380 .  5 1 I b i d . ,  p.  381 . 5 2 I b i d .  , p.  3 8 3 .
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o f f i c e  about  how t he  r e i n s u r a n c e  was to be h a n d l e d .

E v e n t u a l l y  i n s u r a n c e  was pur chased f rom Pe a r l  

Assur ance  Company a t  a r a t e  o f  $ 1 . 4 0  per  h u n d r e d . 53 However ,  

a f t e r  t he  i n s u r a n c e  was pur chased and most  o f  t he  premiums  

c o l l e c t e d ,  t he e n t i r e  program was r e p e a l e d  by Referendum 

Number 37 in November ,  1 9 3 6 . 5 ^  T h i s  a c t i o n  by t he  peop l e  

of  Mont ana caused some d i f f i c u l t y  f o r  t he I n s u r a n c e  Commis­

s i o n e r ,  and t h e r e  was d i s a g r e e me n t  about  t he  e f f e c t i v e  da t e  

of  r e p e a l  and t he  amount  o f  r e f u n d  owing f rom t he  i n s u r a n c e  

company.  E v e n t u a l l y ,  t he  d i s p u t e  was s e t t l e d  by t he  Montana  

Supreme Cour t  in t he  case o f  P e a r l  Assur ance  Company vs .

John J .  Hol mes.  The s t a t e  i n s u r a n c e  p l a n  was o f f i c i a l l y  

r e p e a l e d  by a c t  o f  t he  L e g i s l a t u r e  in 1 9 3 9 . ^

*

53Mont ana S e n a t e ,  Re por t  o f  S p e c i a l  I n v e s t i g a t i n g  
Commi t t ee  Ap p o i n t e d  under  Senat e  J o i n t  R e s o l u t i o n  Nd.' 7 t o  
I n v e s t i g a t e  S t a t e  A u d i t o r ' s  O f f i c e  as t o t he  A d m i n i s t r a t i o n  
of  t he  S t a t e  I n s u r a n c e  Act  and t he  A d m i n i s t r a t i o n  o f  o t h e r  
I n s u r a n c e  M a t t e r s , He l e n a ,  1937» p.  9.

^ M o n t a n a ,  Sess i on  Laws , T w e n t y - s i x t h  L e g i s l a t i v e  
Assembl y ,  H e l e n a ,  1939,  Ch . 165 , p.  396 .

55 I b i d .



CHAPTER IV

CURRENT SCHOOL INSURANCE PRACTICES IN MONTANA

The s t udy  o f  c u r r e n t  school  i n s u r a n c e  p r a c t i c e s  in 

Montana is i m p e r a t i v e  t o  p r o p o s i n g  any t ype  o f  p l a n  f o r  

Mont ana .  T h i s  c h a p t e r  p r e s e n t s  t he  r e s u l t s  o f  such a s t u d y .  

The s t udy  was conduct ed w i t h  a v i ew t oward p r o p o s i n g  changes  

in t he  s c h o o l s '  i n s u r a n c e  p r a c t i c e s  t h a t ,  h o p e f u l l y ,  would  

r educe t he  o v e r a l l  cos t  o f  i n s u r a n c e  s e r v i c e  f o r  p u b l i c  

s c h o o l s .

The d a t a  was c o l l e c t e d  by us i ng a q u e s t i o n n a i r e  

whi ch was m a i l e d  in J a n ua r y  o f  1970.  The q u e s t i o n n a i r e  was 

sent  t o  two hundred se v e n t e e n  schoo l s  t h r o u g h o u t  Mont ana.

A copy of  t he  i n s t r u m e n t  appear s  on page 122 o f  Appendi x  A.

N i n e t y - s e v e n  o f  t he  q u e s t i o n n a i r e s  wer e  r e t u r n e d .

A l l  wer e  compl e t ed  o r  p a r t i a l l y  compl e t ed  e x c e p t  f o r  two 

whi ch wer e l e f t  b l a n k .  A second m a i l i n g  was s e n t  out  in 

F e b r u a r y  t o  t hose  who had not  r esponded t o t he  f i r s t  

r e q u e s t .  As a r e s u l t ,  t h i r t y - t w o  a d d i t i o n a l  r e p l i e s  were  

r e c e i v e d .  Dur i ng  March a t h i r d  r e q u e s t  was made to the  

r e ma i n i n g  s c h o o l s .  A f t e r  t h i s  m a i l i n g  t w e n t y - s e v e n  more 

r e t u r n s  wer e r e c e i v e d  f o r  a gr and t o t a l  o f  one hundred  

f i f t y - s i x .  T h i s  number r e p r e s e n t s  71 per  c en t  o f  t he popu­

l a t i o n  who u l t i m a t e l y  responded t o t he  q u e s t i o n n a i r e .
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Te l e p h o n e  c a l l s  and p e r s o n a l  messages were empl oyed in an 

e f f o r t  t o  i n c r e a s e  t he  number o f  r e p l i e s .

The w r i t e r  r e c e i v e d  s e v e r a l  t e l e p h o n e  c a l l s  and 

l e t t e r s  f rom i n s u r a n c e  p e o p l e  t h r o u g h o u t  Mont ana who seemed 

to be concer ned about  t he  s t udy  and i t s  p u r p o s e .  Si nce  

many s c hoo l s  r e q u e s t e d  t he  l o c a l  i n s u r a n c e  agent s  t o f i l l  

out  p a r t  o f  t he  q u e s t i o n n a i r e ,  t he  agent s  became aware of  

t he  s t u d y ,  and a p p a r e n t l y  some wer e opposed t o a r ese ar ch  

p r o j e c t  o f  t h i s  t y p e .  T h i s  may a c c o u n t ,  in p a r t  a t  l e a s t ,  

f o r  t he  f a c t  t h a t  29 per  c en t  o f  t he  p o p u l a t i o n  d i d  not  „ 

r e s p o n d .

The school  d i s t r i c t s  whi ch responded t o  t he  sur vey  

r e p r e s e n t e d  a p p r o x i m a t e l y  80 per  cen t  o f  t he  v a l u e  o f  t he  

p u b l i c  school  p r o p e r t y  c u r r e n t l y  i n use in M o n t a n a . The  

t o t a l  number o f  q u e s t i o n n a i r e s  not  r e t u r n e d  was s i x t y - o n e ,  

or  29 per  c e n t .  C a r t e r  Good,  i n h i s  book E s s e n t i a l s  of  

E d u c a t i o n a l  R e s e a r c h , found t h a t  d o c t o r a l  s t u d e n t s  a t  Colum 

b i a U n i v e r s i t y  who used a q u e s t i o n n a i r e  a v e r a g e  a 71 per  

cent  r e s po ns e ,  so a p p a r e n t l y  t h e  r e t u r n s  f o r  t h i s  st udy  

wer e about  a v e r a g e .

Some o f  t he  da t a  c o l l e c t e d  w i l l  be a n a l y z e d  on a 

count y  b a s i s ,  a l t h o u g h  t he  school  d i s t r i c t  b o u n d a r i e s  a r e  

not  c o t e r mi n o u s  w i t h  count y  b o u n d a r i e s  in Montana e xc ept
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f o r  a few count y  h i gh  s c h o o l s .

S i nce  t he  s t udy  t ouched upon s e v e r a l  f a c e t s  of  

school  o p e r a t i o n s  r e g a r d i n g  i n s u r a n c e ,  t hey  w i l l  be exami ned  

a t  some l e n g t h  in r e l a t i o n  t o  t he  S t a t e  S u p e r i n t e n d e n t  of  

P u b l i c  I n s t r u c t i o n  1968 B i e n n i a l  Repor t  Ho wev er , f i r s t  i t  

i s ne c e s s a r y  t o  c o n s i d e r  some i n f o r m a t i o n  t h a t  was r e c e i v e d  

f rom sour ces  o t h e r  t han school  connec t ed  a u t h o r i t i e s .

Mont ana F I r e  R a t i n g  Bureau

The Montana F i r e  Ra t i n g  Bureau o f  G r e a t  F a l l s ,  

Mont ana ,  e s t a b l i s h e s  r a t e s  f o r  f i r e  i n s u r a n c e  co v e r a ge  in 

M o n t a n a . They a l s o  be l ong t o  t he  N a t i o n a l  I n s u r a n c e  Ac­

t u a r i a l  and S t a t i s t i c a l  A s s o c i a t i o n ,  whi ch c ompi l es  dat a  

on f i r e  l osses  and l oss  r a t i o s  f o r  t he  member compani es .  

T a b l e  8 ,  page 8 0 , i s a summary o f  a r e p o r t  f rom t he  Montana  

F i r e  R a t i n g  Bur eau.

T h i s  t a b l e  is somewhat  i n c o mp l e t e  s i n c e  not  a l l  of  

t he  compani es r e p o r t e d  t o  t he  N a t i o n a l  I n s u r a n c e  A c t u a r i a l  

and S t a t i s t i c a l  A s s o c i a t i o n .  The t a b l e  shows an o v e r a l l  

l oss r a t i o  o f  8 6 . 4  per  c e n t . When added t o an i n s u r a n c e  

company' s cos t  o f  doi ng b u s i n e s s ,  t h i s  would pr oduce a net

^ H a r r i e t  M i l l e r ,  Bi e'nn ia ! R e p o r t , S t a t e  of  Mont ana ,  
( H e l e n a :  S u p e r i n t e n d e n t  o f  P u b l i c  I n s t r u c t i o n ,  1 9 6 8 ) ,  p.  39 .
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l o s s .  Dur i ng  t he  p e r i o d  cover ed  t h e r e  were s e v e r a l  l a r g e

school  f i r e s  and a number o f  s e v e r e  storms in e a s t e r n  

Montana t h a t  caused e x t e n s i v e  l osses  f rom wi nd and h a i l .

T a b l e  8

School  F i r e  Loss R a t i o s  in Montana 1 9 5 9 - 1 9 6 8

Year Earned Premiums I n c u r r e d  Losses Loss R a t i o

1959 $ 3 3 7 , 3 7 9 $ 9 4 , 3 5 5 2 8 . 0
I 960 2 6 1 , 1 7 6 16 , 5 7 7 6 . 5
1961 2 6 4 , 7 7 7 9 7 , 8 5 5 37. 1
1962 3 6 3 , 4 0 8 4 0 1 , 9 4 2 110 . 0
1963 4 3 1 , 7 7 2 1 0 7 , 6 5 7 2 5 . 0
1964 4 0 8 , 9 8 1 100 , 761 2 4 . 7
1965 3 0 4 , 6 9 3 1 8 7 , 2 0 8 6 1 . 3
1966 2 1 4 , 4 5 2 6 6 1 , 4 3 8 3 0 9 . 4
1967 2 0 5 , 7 7 5 9 9 7 , 9 0 9 4 8 4 . 4
I 968 3 0 2 , 2 0 3 7 , 0 9 3 2 . 3

T o t a l $3 , 0 9 4 , 6 1 6 $2 , 6 7 2 , 7 7 5 8 6 . 4

SOCIAL UPHEAVAL

Dur i ng  r e c e n t  y e a r s  t h e r e  has been a not ed i n c r e a s e  

in s o c i a l  u n r e s t  and upheava l  t h r o u g h o u t  t he  U n i t e d  S t a t e s . 

Young p e o p l e  and m i n o r i t y  groups a r e  showi ng i n c r e a s e d  

d i s s a t i s f a c t i o n  w i t h  t he  o l d  o r d e r  as w i t n e s s e d  by t he  news 

medi a .  A l l  o f  t h i s  m i l i t a n t  a c t i v i t y  i s hav i ng  i t s  e f f e c t  

on t he  n a t i o n ' s  e d u c a t i o n a l  pr ogr am and,  c o n s e q u e n t l y ,  on
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t he  cos t  o f  school  I n s u r a n c e . ^

Some o f  t he  s c hoo l s  in t he  e a s t e r n  p a r t  o f  t he  

U n i t e d  S t a t e s  and t he  Far  West  a r e  hav i ng  d i f f i c u l t y  s e c u r i n g  

i n s u r a n c e  o f  any k i nd  a t  any p r i c e .  ̂ I n s u r a n c e  companies a r e  

not  w i l l i n g  t o r e w r i t e  un l e s s  t h e  premiums a r e  doubl ed and 

t he  d e d u c t i b l e s  a r e  i n c r e a s e d  t o  $ 5 0 , 0 0 0 .  ̂ On a n a t i o n a l  

ba s i s  t he  d a t a  a v a i l a b l e  shows some r a t h e r  s u b s t a n t i a l  l osses  

due t o school  and u n i v e r s i t y  f i r e s . 5

T a b l e  9 ,  page 82 ,  shows a t o t a l  o f  6 , 9 0 0  school  f i r e s  

in 1966 whi ch cos t  t he  t a x p a y e r  3 4 . 5  m i l l i o n  d o l l a r s .  In 

1966 t h e r e  wer e 22 l a r g e  school  f i r e s - - $ 2 5 0 , 0 0 0  or  mo r e - -  

w i t h  a t o t a l  l oss o f  $ 9 , 3 6 3 , 4 0 0 .  ̂ The most, c o s t l y  s i n g l e  

f i r e  i n t h a t  y e a r  was t he  Warner  Robi ns S e n i o r  High School  

in Ge or g i a  whi ch burned a t  a l oss  o f  $ 9 0 0 , 0 0 0 . 7  Dur i ng t he  

l a s t  f o u r  y e a r s  r e p o r t e d  t he  amount  o f  f i r e  l osses  has 

remai ned a l mos t  s t a b l e .

^The Wal l  S t r e e t  J o u r n a l  [ New Y o r k j , December 10,  
1969,  p . 40 ,  co I . W.

3"The Weekl y  N e w s l e t t e r  on E d u c a t i o n a l  A f f a i r s , "  
Educat  ion U . S .A . , December I ,  1969 ,  p . 79-

4 I bi d.

5 Lewy O l f son,  "How Many o f  Your  School s  Are Ri pe  
f o r  a F i r e , "  School  Management , X l l  ( A p r i l ,  1 9 6 8 ) ,  p.  79 .

6 I b i d . I b i d .
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Table 3 *

Cost  o f  School  F i r e s ,  I 9 6 2-  I 9 6 6

Year Number T o t a l  Loss

1962 3 , 2 0 0 $ 15 , 9 0 0 , 0 0 0
1963 4 , 5 0 0 3 2 , 9 0 0 , 0 0 0
1964 5 , 2 0 0 3 6 , 2 0 0 , 0 0 0
1965 7,  100 3 1 , 5 0 0 , 0 0 0
I 966 6 , 9 0 0 3 4 , 5 0 0 , 0 0 0

*Lewy 0 1 f s o n , "How Many o f  Your  School s  Are Ri pe f o r  
a f i r e , "  School  Management ,  X l l  ( A p r i l ,  1968)  , p . 92 .

Over  t he  pas t  s e v e r a l  y e a r s  t he  e x p e r i e n c e  in Mon­

t ana  has not  been v e r y  f a v o r a b l e .  T a b l e  10 shows maj or  

school  f i r e  l osses  in Montana as r e p o r t e d  by t he  S t a t e  

I n s u r a n c e  Commi ss i oner .

T a b l e  10

M a j o r  School  F i r e s  in Montana 1 9 6 3 - 1 9 6 8

Yea r L o c a t i o n Loss

1963 Bou I d e r $ 2 1 1 , 8 3 3
1964 Box E l d e r 126 , 271
1965 F l o r e n c e 2 6 4 , 8 0 0
1966 G l e h d i ve 6 0 0 , 0 0 0
196? WoI f  P o i n t 8 0 9 , 2 5 0
1968 Har l em 1 9 0 , 29 6

T o t a l $ 2 , 2 0 2 , 4 5 0
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When t h e s e  l osses a r e  compared t o t he  premiums in 

T a b l e  8 i t  is a p p a r e n t  t h a t  ih two y e a r s , 1966 and 1967,  

t he  s i n g l e  f i r e  in each y e a r  f a r  exceeded t he  revenue c o l ­

l e c t e d  by a l l  o f  t he  i n s u r a n c e  compani es .

The Montana S t a t e  F i r e  M a r s h a l l  a l s o  c o l l e c t s  da t a  

on f i r e  l osses  in M o n t a n a . By s t a t e  s t a t u t e  t he  l o c a l  f i r e  

d e p a r t me n t s  a r e  r e q u i r e d  t o make an annual  r e p o r t  t o  t he  

s t a t e  o f f i c e .  However ,  o n l y  about  two t h i r d s  o f  t he  l o c a l  

d e p a r t me n t s  have f i l e d  such r e p o r t s  in r e c e n t  y e a r s .  Be­

cause o f  t h i s  l a c k ,  da t a  f rom t he  s t a t e  o f f i c e  is somewhat  

i ncompI e t e . ^

BASIC DATA

The q u e s t i o n n a i r e  c o n t a i n e d  t w e n t y - e i g h t  q u e s t i o n s ;  

however ,  some q u e s t i o n s  c o n t a i n e d  numerous p a r t s ,  so t h e r e  

wer e ove r  one hundred responses r e q u i r e d  f rom t he  r espo n­

d e n t s .  T a b l e  11,  page 84 ,  i s i n c l u d e d  a t  t h i s  t i me  to  

p r e s e n t  an o v e r v i e w  of  t he  b a s i c  da t a  r e c e i v e d  f rom t he  

q u e s t i o n n a i r e .

From t he  f i g u r e s  r e p o r t e d  i t  can be seen t h a t  t he  

cos t  o f  p r o p e r t y  i n s u r a n c e  is s l i g h t l y  in excess  o f  one

^Wi I I i a m A.  P e n t t i  l a ,  Annual  R e p o r t , ( H e l e n a :  
Mont ana S t a t e  F i r e  M a r s h a l l ,  1968)  , p . 5.
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per  c en t  o f  t he  o p e r a t i n g  b u d g e t .  A p p a r e n t l y  t he  cos t  o f  

t h i s  t y pe  o f  i n s u r a n c e  is r i s i n g  f a s t e r  t han o t h e r  school  

c o s t s .  Se v e r a l  o f  t he  q u e s t i o n n a i r e s  c o n t a i n e d  comments t o  

t he  e f f e c t  t h a t  as t he  o l d  i n s u r a n c e  c o n t r a c t s  e x p i r e d  and 

new ones wer e pur chased t he  r a t e s  wer e be i ng  i n c r e a s e d  sub­

s t a n t i a l l y ,  in some cases 100 per  c e n t .  S i n ce  most  o f  t he  

p o l i c i e s  a r e  f o r  a t h r e e  y e a r  t e r m i t  seems p r o b a b l e  t h a t  

when a l l  o f  them a r e  r e w r i t t e n  under  t he  new r a t e s  t he  co s t  

w i l l  be in t he  ne i ghbor hood  o f  one m i l l i o n  d o l l a r s  f o r  t he  

schoo l s  r e p o r t i n g .

T a b l e  11

Premi ums,  B u i l d i n g s ,  and Budgets Repor t ed

T o t a l  Va l u e  o f  B u i l d i n g s  and Co nt e n t s  $ 2 2 8 , 5 1 6 , 3 6 0 . 0 0

T o t a l  Number o f  B u i l d i n g s  643

T o t a l  P r o p e r t y  I n s u r a n c e  Premiums Pa i d  1 9 6 9 - 7 0  $ 7 0 1 , 3 8 4 . 8 5

Av er age  Premiums Per  D i s t r i c t  $ 4 , 5 0 0 . 0 0

T o t a l  O p e r a t i n g  Budgets 1 9 6 9 - 7 0  $ 7 3 , 1 5 8 , 8 0 9 . 0 9

The premiums pa i d  by t he  school  d i s t r i c t  ranged  

f rom a low of  $ 1 5 6 . 0 0  t o a h i gh  o f  $ 5 6 , 0 0 0 . 0 0  f o r  the  

1 9 6 9 - 70  school  y e a r .  A summary o f  t he premiums pa i d  is 

p r e s e n t e d  in T a b l e  12,  page 8 5 .

S i nce  most  o f  t he  school  systems in Montana a r e



r a t h e r  s m a l l ,  f ew o f  t he  premiums pa i d  exceed f i v e  t housand  

d o l l a r s .  T a b l e  11,  page 84 ,  a l s o  shows t he a v e r a g e  premium 

t o  be $ 4 , 5 0 0 . 0 0 .
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T a b l e  12

Range o f  I n s u r a n c e  Premiums 1 9 6 9 - 70

Premi  urns Pa i d Number o f  School s Per  Cent

$ 00 - 4 , 9 9 9 99 7 3 . 3
5 , 0 0 0  - 9 , 9 9 9 22 16. 3

1 0 , 0 0 0  - 14 , 9 9 9 7 5 . 0
1 5 , 0 0 0  - 1 9 , 9 9 9 0 0 . 0
2 0 , 0 0 0  - 2 4 , 9 9 9 5 3 . 8
2 5 , 0 0 0  - 2 9 , 9 9 9 I . 8
3 0 , 0 0 0  - 3 9 , 9 9 9 0 0 . 0
4 0 , 0 0 0  - 5 9 , 9 9 9 2 .8

RATES

E x a mi n a t i o n  o f  some t y p i c a l  c o u n t i e s  p r o v i d e s  a good 

o v e r a l l  v i ew o f  p r o p e r t y  i n s u r a n c e  a c t i v i t i e s  f o r  l a r g e r  

g e o g r a p h i c  a r e a s .  T a b l e  13,  page 86 ,  is a compar i son of  

t h r e e  c o u n t i e s  in Mont ana .  These c o u n t i e s  a r e  a r r a n g e d  by 

p o p u l a t i o n .  County A has a v e r y  smal l  p o p u l a t i o n ,  County B 

is o f  i n t e r m e d i a t e  s i z e ,  and Count y  C is one o f  t he  l a r g e s t  

in t he  s t a t e  in t erms o f  bot h p o p u l a t i o n  and s t u d e n t s .  The 

r a t e s  pa i d  f o r  f i r e  i n s u r a n c e  on b u i l d i n g s  is about  c o n s t a n t  

e x c e p t  f o r  t he  smal l  c o u n t y ,  wher e  i t  is somewhat  h i g h e r . 

C o n s i d e r i n g  a l l  t he  school s  r e p o r t i n g ,  t he  r a t e  ran f rom a
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hi gh o f  . 6 7 8  per  one hundred d o l l a r s  o f  t r u e  and a c t u a l  

v a l u e  t o  a low of  „168 per  one hun dr ed .  The r a t e s  f o r  t he  

ex t e nd e d  cov e r a ge  endor sement  v a r i e d  f rom a h i gh  o f  . 675  

t o  a low o f  . 0 7 7  pe r  one hun dr e d .  A few s c h oo l s  s t a t e d  a 

r a t e  f o r  v a n d a l i s m  and m a l i c i o u s  m i s c h i e f  s e p a r a t e l y  and 

t he  r a t e s  r anged f rom a low o f  . 011 t o a h i gh o f  . 0 2 9 9  per  

one hundred d o l l a r s .  The r a t e s  f o r  b l a n k e t  co v e r a ge  were  

spr ead  f rom a low o f  . 1 0 9 6  t o a h i gh  o f  . 981 per  one t h o u ­

sand d o l l a r s  o f  c o v e r a g e .

T a b l e  I 3

T h r e e  S e l e c t e d  Co u n t i e s  1 9 6 9 - 70

County A Count y B County C

Number o f  S t ude n t s 287 . 5 , 0 5 0 2 1 , 4 0 0
Number o f  Tea cher s I I 244 965
Number o f  B u i l d i n g s 2 39 55
C u r r e n t  Budget $ 1 9 9 , 2 8 5 . 0 0 $ 2 , 1 3 4 , 0 6 5 . 0 8 $ 1 3 , 7 3 7 , 8 4 3 . 8 1
V a l u e  o f  B u i l d i n g s 6 8 2 , 2 7 6 . 0 0 8 , 5 4 2 , 7 0 1 . 0 0 2 7 , 3 5 6 , 7 1 6 . 0 0
V a l u e  o f  Co n t e n t s I 3 9 , 8 6 0 . 0 0 8 7 2 , 4 0 9 . 0 0 1 , 5 4 4 , 3 1 6 . 0 0
F i r e  I n s u r a n c e  Rate . 6 4 7 . 497 . 4 5 8
Ext ended Cover age  Rate . 233 . 0 7 7 . 269
Pr e m i urns Pai d 5 , 0 0 0 2 8 , 6 2 4 8 7 , 9 6 5

Most  o f  t he  r espondent s  s t a t e d  t h a t  t he  r a t e s  were  

e s t a b l i s h e d  by t he  Montana F i r e  R a t i n g  Bur eau.  The Bureau 

does e s t a b l i s h  r a t e s  f o r  school  p r o p e r t y  in Mont ana .  Some 

cont ended t h a t  t he  r a t e s  were s e t  by t he  i n s u r a n c e  company 

i t s e l f ,  and some a p p a r e n t l y  d i d  not  know how t h e i r  r a t e s
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were s e t .  In g e n e r a l , t he  r a t e s  t end t o be h i g h e r  in a l l  

c a t e g o r i e s  f o r  t he  s m a l l e r  school  d i s t r i c t s .

T a b l e  14

Re por t e d  F i r e  Losses by Co unt i e s  19 6 0 - 1969

Count y Loss County Loss

Beaver head $ O Ga I l a t i n 0
Big Horn O G a r f i e l d 0
B l a i n e 2 4 4 , 0 8 4 . 0 0 G l a c i e r 0
B r o a d w a t e r 0 Gol den Va I l ey 0
Carbon 0 G r a n i te 0
C a r t e r 7 5 0 . 0 0 H i l l 1 5 7 , 2 7 5 . 9 2
Cascade 1 8 , 5 4 6 . 5 9 J e f f e r s o n 2 2 1 , 8 3 3 . 0 0
Choteau 0 J u d i t h  Basi n 9 7 1 . 4 6
Cu s t e r 0 Lake 1 1 , 7 2 4 . 0 4
D a n i e l s 0 Lewi s and C l a r k 8 3 . 1 5
Dawson 6 0 0 , 8 6 7 . 3 1 L i b e r t y 0
Deer  Lodge 0 L i n c o l n 5 0 0 . 0 0
Fa I I on 1 0 1 , 2 5 1 . 4 0 Madi son 0
Fergus 0 McCone 0
F l a t h e a d I , 2 0 0 . 0 0 ■ Meagher 0
M i n e r a l 2 0 0 . 0 0 Rosebud 1 , 4 2 9 . 7 1
M i s s o u l a 2 4 7 . 9 5 Sanders 3 7 3 . 2 9
Mu s s e l s h e l  I 0 S h e r i d a n 0
Park 0 S i l v e r  Bow 0
P e t r o l e u m 1 8 2 . 5 0 S t i  I ! w a t e r 1 , 3 3 5 . 0 0
P h i l l i p s 0 Sweet  Grass 0
Pondera 2 0 0 . 0 0 Te t on 6 , 3 6 5 . 1 3
Powder R i v e r 4 , 7 6 2 . 0 0 T o o l e 3 3 3 . 0 7
Powe I I 4 0 1 . 7 2 T r e a s u r e 3 5 0 . 0 0
P r a i r i e 2 2 , 7 8 9 . 6 7 Va I l ey 0
Raval  I I 2 6 4 , 8 0 0 . 0 0 Wheat l and 0
R i c h l a n d 0 Wi baux 0
Rooseve I t 9 1 3 , 6 6 2 . 4 8 Y e l l o w s  t one 2 , 3 9 1 . 0 0

TOTAL $ 2 , 5 4 8 , 9 1 0 . 3 9
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The v a s t  m a j o r i t y  o f  l osses  were caused by f i r e s  

t o  school  b u i l d i n g s .  However , t h e r e  was a c o n s i d e r a b l e  

amount  o f  l oss due t o t h e f t ,  v a n d a l i s m  and s t or ms- - mos  11y 

wi nd and h a i l .

T h e r e  was an e f f o r t  made t o  c o l l e c t  f i g u r e s  on t he  

amount  o f  l osses  s u f f e r e d  by t he  school s  d u r i n g  t he  l a s t  

t en y e a r s  f rom i 960 t h r ough  19 6 9 . Th i s  da t a  was compi l ed  

by c o u n t i e s  and is p r e s e n t e d  in T a b l e  I k , page 8 7 . Ap par ­

e n t l y  t he  da t a  is not  compl e t e  s i n c e  a few s c h oo l s  s t a t e d  

t h a t  t hey  d i d  not  have r ecor ds  a v a i l a b l e  t h a t  cover ed t he  

f u I  I t en p r i o r  yea rs .

INSURANCE RECOVERIES REPORTED 

The w r i t e r  a l s o  c o l l e c t e d  f i g u r e s  on i n s u r a n c e  

r e c o v e r i e s  so t hey  cou l d  be compared w i t h  r e p o r t e d  l o s s e s . 

A g a i n ,  most  o f  t he  r e c o v e r i e s  wer e f rom f i r e  i n s u r a n c e  

c o v e r a g e .  A s u b s t a n t i a l  p o r t i o n  o f  t he  r e c o v e r i e s  came f rom  

t he  e x t e n d e d  c o v e r a g e  e n d o r s e m e n t , v a n d a l i s m and m a l i c i o u s  

m i s c h i e f  c o v e r a g e .  Dur i ng  t he  t en y e a r  p e r i o d  c o v e r e d ,  

R o o s e v e l t  County had t he  l a r g e s t  r e c o v e r y , s l i g h t l y  over  

one m i l l i o n  d o l l a r s  in t o t a l .  Most  o f  t h i s  r e s u l t e d  f rom a 

f i r e  t h a t  d e s t r o y e d  a new h i gh s c h o o l .  S e v e r a l  c o u n t i e s  

r e p o r t e d  no l oss or  r e c o v e r i e s  f o r  t he e n t i r e  p e r i o d .

/
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T a b l e 15

R e p o r t e d R e c o v e  r i e s  b y C o u n t i e s  I 9 6 0 - 1 9 6 9

C o u n t y A m o u n t C o u n t y A m o u n t
R e c o v e r e d R e c o v e r e d

B e a v e r h e a d  $ O M c C o n e $ 0
B i g  H o r n 1 4 7 . 2 5 M e a g h e r 0
B l a i n e 1 7 5 , 2 3 2 . 9 0 M i n e r a l 2 0 0 . 0 0
B r o a d w a t e r 8 1 0 . 0 0 M i s s o u l a 3 , 6 4 1 . 7 2
C a r b o n 0 M u s s e l s h e l  I 0
C a r t e r 7 0 0 . 0 0 P a r k 0
C a s c a d e I I , 2 7 4 . 0 0 P e t r o l e u m 5 4 2 . 5 0
C h o t e a u 0 P h i  I l i p s 0
C u s t e r 0 P o n d e r a 1 5 0 . 0 0
D a n i e l s 1 8 , 1 6 4 . 0 0 P o w d e r  R i v e r 4 , 7 6 2 . 0 0
D a W s o n ' 6 2 1 , 4 5 7 . 8 3 P o w e  I I 0
D e e r  L o d g e 0 P r a i r i e 2 2 , 7 9 4 . 6 7
F a l l o n 5 5 , 0 0 0 . 0 0 R a v a l l i 0
F e r g u s 3 , 0 0 0 . 0 0 R i c h l a n d 0
F l a t h e a d 5 , 1 3 0 . 0 0 R o o s e v e  11 1 , 0 0 1 , 6 1 2 . 4 8
G a l l a t i n 1 8 , 8 0 3 . 5 5 R o s e b u d 7 , 4 0 9 . 4 2
G a r f i e l d 0 S a n d e  r s 3 7 3 . 2 9
G l a c i e r 0 S h e r i d a n 0
G o l d e n  V a l l e y 0 S i l v e r  Bow 0
G r a n i t e 0 S t i  I ! w a t e r 2 , 3 3 5 . 0 0
H i l l 1 2 7 , 4 6 3 . 9 7 S w e e t  G r a s s 0
J e f f e r s o n 0 T e t o n 5 , 4 6 5 . 1 4
J u d i t h  B a s i n I , 4 9 4 . 3 2 T o o l e 2 3 3 . 0 7
L a k e I 1 , 7 2 3 . 0 4 T r e a s u r e 3 5 0 . 0 0
L e w  i s  a n d  C l a r k 3 , 0 8 3 . 1 5 V a l  l e y 0
L i b e r t y  , 0 W h e a t  I a n d 2 , 0 0 0 . 0 0
L i n c o l n 2 0 , 5 0 0 . 0 0 W i b a u x 0
M a d i s o n 0 Y e l l o w s  t o n e 2 , 1 6 9 . 1 6

T O T A L $ 2 , 1 2 8 , 0 2 2 . 4 6
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KINDS OF POL I CI ES

School  d i s t r i c t s  in Montana i n s u r e  t h e i r  p r o p e r t y  

under  s e v e r a l  d i f f e r e n t  t ypes  o f  f i r e  i n s u r a n c e  p o l i c i e s .

The b l a n k e t  p o l i c y  appear s  t c  be t he  most  p o p u l a r  w i t h  

school  d i s t r i c t s .  Under  t h i s  t y pe  o f  p o l i c y  a l l  b u i l d i n g s  

and t h e i r  c o n t e n t s  a r e  a p p r a i s e d  and t hen i n s u r e d  under  one 

p o l i c y  c a r r i e d  w i t h  one company. T h i s  t y pe  o f  c ov er age  was 

s p e c i f i c a l l y . m e n t i o n e d  by I I k o f  t he  one hundred f i f t y - s i x  

school  d i s t r i c t s  r e p o r t i n g .  Of t he  d i s t r i c t s  r e p o r t i n g  

s e v e r a l  ment i oned s p e c i f i c  t ypes  o f  b l a n k e t  p o l i c i e s  t h a t  

t hey  used.  Ten s c hoo l s  used P u b l i c  I n s t i t u t i o n  P o l i c i e s  and 

seven ment i oned  t he  S t andar d  M u l t i p l e  P e r i l  P o l i c i e s .

T w e n t y - t h r e e  o f  t he  schoo l s  i n s u r e d  t h e i r  p r o p e r t y  under  

i n d e pe nde nt  r i s k  p o l i c i e s .  T h i s  t y p e  o f  p o l i c y  p r o v i d e s  f o r  

a s e p a r a t e  a p p r a i s a l  o f  each b u i l d i n g ,  whi ch is t hen c a r r i e d  

as a s e p a r a t e  r i s k .  Two schoo l s  r e p o r t e d  a c o mb i n a t i o n  of  

p o l i c i e s  w i t h  some p r o p e r t y  cover ed  under  a b l a n k e t  p o l i c y ,  

and s p e c i f i c  b u i l d i n g s  c a r r i e d  as i nd e pe nde nt  r i s k s .

COVERAGE

A l l  o f  t he  schoo l s  r e p o r t e d  t h a t  t h e y  c a r r i e d  at  

l e a s t  s t r a i g h t  f i r e ,  e x t ended  c o v e r a g e ,  and m a l i c i o u s  

m i s c h i e f  cov e r a ge  on b u i l d i n g s  and t h e i r  c o n t e n t s . Those  

r e s po nde n t s  who i d e n t i f i e d  t he  e x t end ed  cov e r a g e  common Iy
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i n c l u d e d  w i n d ,  h a i l ,  a i r c r a f t ,  r i o t  and c i v i l  commot i on,  

e x p l o s i o n ,  smoke,  steam b o i l e r ,  b u r g l a r y ,  h o l d u p ,  and 

musi ca l  i n s t r u m e n t s .

The p o l i c y  p e r i o d s  ran f rom one to f i v e  y e a r s  in 

l e n g t h .  The t h r e e  y e a r  p o l i c y  was by f a r  t he  most  p o p u l a r ,  

w i t h  59 d i s t r i c t s  r e p o r t i n g  t h i s  t er m f o r  t h e i r  i n s ur a nc e  

p o l i c i e s .  T h i r t y - s i x  schoo l s  u t i l i z e d  a f i v e  y e a r  p o l i c y ,  

and 23 had one y e a r  p o l i c i e s .  One school  r e p o r t e d  hav i ng a 

c o m b i n a t i o n  o f  one ,  t h r e e ,  and f i v e  y e a r  p o l i c i e s .  One 

l a r g e  d i s t r i c t  r e p o r t e d  a c o m b i n a t i o n  o f  two and f o u r  y e a r  

p o l i c i e s ,  and one r e p o r t e d  hav i ng  a c o n t i n u o u s  p o l i c y  p e r ­

ma ne n t l y  in e f f e c t  u n l e s s  c a n c e l e d .

Of t he  s c hoo l s  r e p o r t i n g ,  124 spr ead t he  premium 

payments out  i n t o  equal  amounts per  y e a r .  T hr e e  school s  

w i t h  t h r e e  y e a r  p o l i c i e s  pa i d  t he  t o t a l  premi um once each 

t h r e e  y e a r s .  One d i s t r i c t  r e p o r t e d  hav i ng  f i v e  p o l i c i e s  

w i t h  one coming due each y e a r .

A P P R A I S A L S

T h e  c o m p a n i e s  u s e d  a w i d e  v a r i e t y  o f  m e t h o d s  i n  

a t t e m p t i n g  t o  a r r i v e  a t  a v a l u e  t o  u s e  i n  i n s u r i n g  t h e  

s c h o o l  b u i l d i n g s  a n d  t h e i r  c o n t e n t s .  M a n y  o f  t h e  s c h o o l s  

r e l i e d  o n  t h e i r  o w n  p e r s o n n e l  t o  a p p r a i s e  t h e  s c h o o l  

p r o p e r t y .  F o r t y - n i n e  o f  t h e  d i s t r i c t s  r e p o r t i n g  h a d  t h e
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a p p r a i s a l s  made by t he  school  s u p e r i n t e n d e n t  or  t he  members 

of  t he  Board o f  T r u s t e e s .  An o t h e r  t h i r t y - s i x  school s '  had 

t he  b u i l d i n g s  a p p r a i s e d  by t he  i n s u r a n c e  agent s  i n v o l v e d .  

T w e n t y - t h r e e  used t he  s e r v i c e s  o f  an i n de pe nde nt  a p p r a i s a l  

f i r m ,  and n i ne  used a r c h i t e c t s  to v a l u e  t he  b u i l d i n g s .  

F i n a l l y ,  t w e n t y - f o u r  d i s t r i c t s  used some c o m b i n a t i o n  of  

p e o p I e - - e i t h e r  t he  school  a d m i n i s t r a t o r  and an i n s u r a n c e  

age nt  or  an o u t s i d e  a p p r a i s e r .  Thr ee  d i s t r i c t s  used the  

County As s e s s o r .

A p p r a i s a l s  wer e made most  f r e q u e n t l y  a t  one y ea r  

i n t e r v a l s .  F o r t y - t h r e e  school s  had an a p p r a i s a l  e ve r y  

y e a r ,  w h i l e  f o r t y - o n e  had one e v e r y  t h r e e  y e a r s . Ni ne  

d i s t r i c t s  had t h e i r  b u i l d i n g s  v a l u e d  e v e r y  two y e a r s ,  and 

e i g h t  had i t  done e v e r y  f i v e  y e a r s .  Two d i s t r i c t s  r e p o r t e d  

hav i ng  a p p r a i s a l s  e v e r y  e i g h t e e n  mo nt h s , and two once e v e r y  

t en y e a r s .

The v a l u a t i o n  o f  t he  c o n t e n t s  o f  t he  b u i l d i n g s  

p r e s e n t s  a somewhat  d i f f e r e n t  p i c t u r e .  One hundred t w e n t y -  

one o f  t he  schoo l s  t ook  i n v e n t o r y  t o  d e t e r m i n e  t he  v a l u e  

of  t he  p r o p e r t y .  Most  o f  t he  s c h o o l s - - n i n e t y - s i x - - h a d  t he  

i n v e n t o r y  t a k e n  by school  p e r s o n n e l ,  u s u a l l y  t he  t e a c h e r s  

and p r i n c i p a l .  F i v e  school s  r e p o r t e d  hav i ng  o u t s i d e  f i r m s  

t o  v a l u e  t he  p r o p e r t y ,  and a n o t h e r  f i v e  had t he  i n s u r a n c e
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a ge nt  t a k e  t he  i n v e n t o r y .  A p p a r e n t l y  school s  t end t o  v a l u e  

t h i s  t y p e  o f  p r o p e r t y  more f r e q u e n t l y  t han t he  b u i l d i n g s .  

S e v e n t y - s i x  o f  t he  schoo l s  t ook i n v e n t o r y  e v e r y  y e a r .  S i x ­

t een  t a k e  i n v e n t o r y  e v e r y  t h r e e  y e a r s ,  f o u r  t a k e  i t  eve r y  

f i v e  y e a r s , t h r e e  e v e r y  two y e a r s ,  and two t a k e  i n v e n t o r y  

o n l y  once e v e r y  t en  y e a r s .

TYPE OF COMPANY

S c h o o l  d i s t r i c t s  i n  M o n t a n a  u t i l i z e  b o t h  o f  t h e  

b a s i c  t y p e s  o f  i n s u r a n c e  c o m p a n i e s .  E i g h t y - f i v e  d i s t r i c t s  

r e p o r t e d  p l a c i n g  t h e i r  i n s u r a n c e  c o v e r a g e  e x c l u s i v e l y  w i t h  

s t o c k  i n s u r a n c e  c o m p a n i e s .  A n o t h e r  t w e n t y - t h r e e  i n s u r e d  a l l  

o f  t h e i r  p r o p e r t y  w i t h  m u t u a l  c o m p a n i e s ,  w h i l e  n i n e t e e n  u s e d  

a C o m b i n a t i o n - - U t i  I i z i n g  b o t h  s t o c k  a n d  m u t u a l  c o m p a n i e s .

SELECTION OF.AGENTS AND COMPANIES 

From t he  r esponses r e c e i v e d  i t  i s d i f f i c u l t  t o  

d e t e r m i n e  e x a c t l y  what  some school  d i s t r i c t s  do in s e l e c t i n g  

an agent  or  a company w i t h  whi ch t o  p l a c e  t h e i r  i n s u r a n c e  

c o v e r a g e . Most  o f  t he  d i s t r i c t s  s e l e c t  an " a g e n t  o f  r e c o r d "  

to deal  w i t h  in t h e i r  n e g o t i a t i o n s  t o  buy i n s u r a n c e .  E i g h t y -  

t h r e e  o f  t he  schoo l s  r e p o r t e d  l e t t i n g  t h i s  a ge nt  d i s t r i b u t e  

t he  i n s u r a n c e  a t  h i s  d i s c r e t i o n ,  w i t h  t he c o n s t r a i n t s ,  i f  

a n y , e s t a b l i s h e d  by t he  Boar d.  Onl y f i f t e e n  o f  t he  d i s t r i c t s
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r e p o r t e d  us i ng  any k i nd o f  a r a t i n g  system such as B e s t ' s .

Over  one t h i r d  o f  t he  s c h o o l s ,  f i f t y - e i g h t ,  s t a t e d  

t hey  kept  t he  same a ge nt  f o r  an ex t e nd e d  p e r i o d  o f  t i m e - -  

i f  t hey  f e l t  t he  c o v e r a g e  and s e r v i c e  had been s a t i s f a c t o r y .  

N i n e t e e n  schoo l s  r e p o r t e d  t h a t  t he  Board e s t a b l i s h e d  

e l i g i b i l i t y  r e q u i r e m e n t s  t h a t  t he  agent s  woul d have to meet
I-

b e f o r e  t hey  woul d be c o n s i d e r e d  q u a l i f i e d  t o  s e l l  i n s u r a n c e  

t o  t he  s c h o o l .  Sevent een  schoo l s  r e q u i r e d  t he  agent  of  

r e c o r d  t o d i s t r i b u t e  t he  i n s u r a n c e  e q u i t a b l y  among a l l  t he  

age n t s  in t he  l o c a l  communi t y ,  w h i l e  t w e l v e  i n d i c a t e d  t hey  

e x e r c i s e d  no c o n t r o l  ove r  t he  d i s t r i b u t i o n  o f  t h e i r  

b u s i n e s s .

The Boar d,  t he  s u p e r i n t e n d e n t ,  or  t he  bus i ness  

manager  s e l e c t e d  t he  i n s u r a n c e  compani es in f i f t e e n  o f  t he  

r e p o r t i n g  d i s t r i c t s .  The Board r e q u i r e s  b i ds  t o  be sub­

m i t t e d  in t h i r t y - f i v e  o f  t he  systems r e p o r t i n g .  However ,  

one smal l  school  s t a t e d  t hey  c a l l e d  f o r  b i d s ,  but  s i n c e  

i t  was a smal l  i s o l a t e d  town o n l y  one b i d  was r e c e i v e d .

Two school s  e x p r e s s e d  t he  o p i n i o n  t h a t  t hey  woul d p r o b a b l y  

s t a r t  us i ng  b i ds  nex t  y e a r ,  1970 .  Only seven o f  t he  

d i s t r i c t s  r e p o r t e d  t h a t  t he  Board had e s t a b l i s h e d  any 

k i nd  o f  c r i t e r i o n  t o be used i n s e l e c t i n g  t he  i n s u r a n c e  

company t h a t  woul d s e r v i c e  t he  s c h o o l .
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RECORDS AND CO-INSURANCE

The q u e s t i o n n a i r e  c o n t a i n e d  s e v e r a l  q u e s t i o n s  

d i r e c t e d  a t  d e t e r m i n i n g  what  t y p e  o f  r ecor d  syst em the  

l o c a l  schoo l s  m a i n t a i n e d ,  and t o what  e x t e n t  t hey  used co-  

i n s u r a n c e .  Of t he  100 d i s t r i c t s  c o m p l e t i n g  t h i s  s e c t i o n ,  

n i n e t y - f i v e  s a i d  t he  o n l y  r e c o r d  t hey  m a i n t a i n e d  was t o  keep 

a l l  o f  t he  p o l i c i e s  on f i l e  in one l o c a t i o n .  Onl y  . t hr ee  

s c h oo l s  k ep t  a f o r ma l  r e g i s t e r  o f  i n s u r a n c e  c a r r i e d .  Two 

d i s t r i c t s  s t a t e d  t hey  m a i n t a i n e d  no r ecor d  syst em a t  a l l ,  

and t hey  l e f t  t he  r e c o r d - k e e p i n g  t o t h e i r  a g e n t . One hun­

dred t w e l v e  o f  t he  school s ,  r e p o r t e d  t hey  or  t he  agent  checked  

a l l  p o l i c i e s  f o r  c o n c u r r e n c y .  Onl y  two s a i d  t hey  d i d  not  

exami ne t he  p o l i c i e s  f o r  c o n c u r r e n c y .

Of t he  one hundred f i f t y - s i x  school s  t h a t  responded  

n i n e t y - s e v e n  u t i l i z e  c o - i n s u r a n c e .  Of t h e s e ,  e i g h t y - f i v e  use 

t he  90 per  c en t  c o v e r a g e  c l a u s e ,  and f o u r  pur c h a s e  100 per  

cent  c o - i n s u r a n c e .  T h i r t y - t h r e e  d i s t r i c t s  s t a t e d  t hey  d i d  

not  have c o - i n s u r a n c e .  Of t he  sch oo l s  not  us i ng  c o - i n s u r a n c e  

t w e n t y - f o u r  c a r r i e d  i n s u r a n c e  equa l  t o  90 per  c e n t  of  t he  

v a l u e  o f  t he  I n s u r e d  p r o p e r t y .  Twe l v e  c a r r i e d  100 per  cen t  

c o v e r a g e ,  one c a r r i e d  98 per  c e n t , one c a r r i e d  75 per  c e n t ,  

one had 65 per  c e n t , and one had o n l y  50 per  c en t  c o v e r a g e .  

Onl y two d i s t r i c t s  r e p o r t e d  b u i l d i n g s  w i t h  no i n s u r a n c e  

c o v e r a g e .  In bot h cases t h e y  wer e s t e e l  b u i l d i n g s .



SC H OOL  BOARD P O L I C I E S

T h e  r e s p o n d e n t s  w e r e  a s k e d  t o  i n d i c a t e  i f  t h e i r  

l o c a l  b o a r d s  h a d  a n y  p o l i c i e s  t h a t  w o u l d  b e  o f  a s s i s t a n c e  

t o  t h e  s c h o o l ' s  p e r s o n n e l  i n  c a r r y i n g  b u t  t h e i r  r e s p o n s i ­

b i l i t i e s  f o r  a c q u i r i n g  a d e q u a t e  i n s u r a n c e  c o v e r a g e . O f  t h e  

o n e  h u n d r e d  t w e n t y - t w o  w h o  a n s w e r e d  t h i s  q u e s t i o n  o n l y  

s i x t e e n ,  o r  1 5 p e r  c e n t ,  i n d i c a t e d  a n y  t y p e  o f  b o a r d  p o l i c y .  

T h e  o t h e r  o n e  h u n d r e d  a n d  s i x  s a i d  t h e  s c h o o l  t r u s t e e s  h a d  

n o  p o l i c y  g o v e r n i n g  t h e  i n s u r a n c e  p r o g r a m .

An a t t e m p t  was made t o assess t he f e e l i n g s  and 

a t t i t u d e s  o f  t he  school  d i s t r i c t s  r e g a r d i n g  t h e i r  e x p e r i e n c e  

w i t h  i n s u r a n c e  p r o b l e m s . F o r t y - s e v e n  of  t he  d i s t r i c t s  whi ch  

answered t h i s  q u e s t i o n  s a i d  t h e i r  e x p e r i e n c e  had been 

e x c e l l e n t .  E i g h t e e n  i n d i c a t e d  t h e i r  e x p e r i e n c e  had been 

good,  a n o t h e r  n i n e  s a i d  i t  was f a i r ,  and o n l y  two i n d i c a t e d  

i t  was p o o r .  F o u r t e e n  schoo l s  r e p o r t e d  no l oss e x p e r i e n c e  

a t  a l l  f o r  t he  t en y e a r s  f rom i 960 t o 19 6 9 .

The o v e r a l l  l oss r e c o v e r i e s  in Montana a r e  summar i ­

zed i n T a b l e  16,  page 9 7 .  T h i s  summary shows a t o t a l  l oss  

r e c o v e r y  f o r  t he  t en y e a r s  o f  8 3 . 5  per  c e n t .  At  t he com­

p l e t i o n .  o f  t h i s  s t udy  no r e p l i e s  had b e e n . r e c e i v e d  f rom 

t h r e e  c o u n t i e s .  These c o u n t i e s  w e r e . C u s t e r ,  Deer  Lodge,

a n d  M c C o n e .  I n  t o t a l  s e v e n  s c h o o l s  f r o m  t h e s e  c o u n t i e s  
* * : 

w o u l d  h a v e  b e e n  i n c l u d e d  i n  t h e  p o p u l a t i o n .
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T a b l e  16

Summary o f  Loss Re c o v e r i e s  In Mont ana ,  19 6 0 - 6 9

T o t a l  Losses Re por t e d  $ 2 , 5 ^ 8 , 9 1 0 . 3 9

T o t a l  R e c o v e r i e s  Repor t ed  $ 2 , 1 2 8 , 0 2 2 . 4 6

Loss Recover y  f o r  t he  10 Year s  83. 5%

The d i s t r i c t s  were asked I f  t hey  f e l t  t hey  were  

r e c e i v i n g  t he  maximum p r o t e c t i o n  f rom t h e i r  i n s u r a n c e  

c o v e r a g e , c o n s i d e r i n g  t he  cos t  o f  t he  i n s u r a n c e .  Of t he  

schools,  who answered t h i s  q u e s t i o n  s e v e n t y - s e v e n  s a i d  y e s ,  

f o u r t e e n  s t a t e d  t he y  d i d  n o t , and t h i r t y - n i n e  wer e un­

c e r t a i n .  Se v e r a l  r e p l i e d  t hey  d i d n ' t  t h i n k  any o f  t h e i r  

school  p e o p l e  wer e r e a l l y  q u a l i f i e d  t o  make such a 

j u d g me n t .

Space was p r o v i d e d  a t  t he  end o f  t he  q u e s t i o n n a i r e  

f o r  a d d i t i o n a l  comment s. Onl y 44 s c hoo l s  i n c l u d e d  such 

comment s. However ,  o f  t he  ones who d i d ,  s e v e r a l  comments 

wer e r e p e a t e d  by s e v e r a l  s c h o o l s .  The more common remarks  

wer e :  ( I )  t he  school  p e o p l e  f e e l  a need f o r  i n s t r u c t i o n

r e g a r d i n g  i n s u r a n c e ,  s i n c e  many do not  know much about  t he  

s u b j e c t ,  ( 2 )  some t ype  o f  u n i f o r m  r e c o r d i n g  syst em shoul d  

be used,  s i n c e  in some cases t he  r e q u e s t e d  da t a  was not  

a v a i l a b l e ,  ( 3)  t he  cos t  o f  i n s u r a n c e  had i n c r e a s e d  f rom 35
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t o  as much as 200 per  c e n t ,  ( 4)  t he  need f o r  b e t t e r  r i s k  

management  in t he  way o f  i n s p e c t i o n s ,  c u r r e n t  v a l u a t i o n  o f  

b u i l d i n g s ,  and c u r r e n t  i n v e n t o r i e s ,  ( 5 )  r u r a l  d i s t r i c t s  have  

l i t t l e  or  no f i r e  p r o t e c t i o n  so t he  r a t e s  a r e  h i g h ,  (6)  t he  

s t a t e  shoul d  have i t s  own i n s u r a n c e  f o r  s c h o o l s ,  ( 7)  the  

i n s u r a n c e  is spr ead  ove r  t oo many compani es ,  whi ch causes  

c o n f u s i o n  and d u p l i c a t i o n ,  (S)  some t ypes  of  i n s u r a n c e ,  

such as r i o t  and t h e f t ,  a r e  be i ng dropped s i n c e  t he cost  

i s t oo h i g h .

T h e  c o n c l u s i o n s  a n d  r e c o m m e n d a t i o n s  w i l l ,  o f  c o u r s e ,  

b e  i n c l u d e d  i n  C h a p t e r  S i x ;  b u t  a s  o n e  a l t e r n a t i v e  t o  

c o m m e r c i a l  i n s u r a n c e  c o v e r a g e ,  t h e  o u t l i n e  o f  a p u b l i c  

i n s u r a n c e  p r o g r a m  i s  p r e s e n t e d  i n  C h a p t e r  F i v e .



C H A P T E R  V

A P L A N  FOR MONT ANA

B a c k g  r o u n d

Wh e n  a n y o n e  s u g g e s t s  a d m i n i s t r a t i v e  a n d  l e g i s l a t i v e  

c h a n g e s  a t  t h e  s t a t e  l e v e l  o f  g o v e r n m e n t , s o m e  c o n t r o v e r s y  

ma y  a r i s e  b e c a u s e  o f  d i f f e r e n t  b e l i e f s  a n d  a t t i t u d e s .  T h i s  

p r o p o s a l  i s  n o t  i n t e n d e d  a s  a n  a t t a c k  o n  a n y  p r i v a t e  s e c t o r  

o f  t h e  e c o n o m y  n o r  i s  t h e  e v i d e n c e  c o n c l u s i v e  t h a t  i t  i s  t h e  

o n l y  a p p r o a c h  o r  s o l u t i o n  t o  t h e  p r o b l e m s  f a c e d  b y  p u b l i c  

e d u c a t i o n  i n  t h e  s t a t e  o f  M o n t a n a .  H o w e v e r ,  i n  l i g h t  o f  

r a p i d l y  a c c e l e r a t i n g  e d u c a t i o n a l  c o s t s  i t  i s  o n e  p r o p o s a l  

t h a t  m i g h t  w a r r a n t  c o n s i d e r a t i o n  b y  t h o s e  r e s p o n s i b l e  f o r  

c o n d u c t i n g  t h e  e d u c a t i o n a l  a f f a i r s  o f  t h i s  s t a t e .

S i n c e  M o n t a n a  I s  a l a r g e  s t a t e  g e o g r a p h i c a l l y ,  w i t h  

a w i d e l y  d i s p e r s e d  p o p u l a t i o n  a n d , t h e r e f o r e ,  l o n g  d i s t a n c e s  

b e t w e e n  m o s t  s c h o o l s ,  t h e  b a s i c  r e q u i r e m e n t s  f o r  s e l f -  

i n s u r a n c e  a r e  p r e s e n t .  A l s o ,  t h e r e  i s  a n  a d e q u a t e  n u m b e r  o f  

r i s k s  ( s c h o o l s )  i n v o l v e d  t o  a l l o w  t h e  l a w  o f  l a r g e  n u m b e r s  

t o  o p e r a t e  e f f e c t i v e l y  s o  t h e  p r o b a b i l i t y  o f  l o s s e s  c a n  b e  

d e t e r m i n e d  w i t h  s o m e  d e g r e e  o f  c e r t a i n t y .

T h e r e f o r e , t h e  f o l l o w i n g  p r o p o s a l  i s  p r e s e n t e d  f o r  

c o n s i d e r a t i o n .  T h i s  p l a n  i n c l u d e s  w h a t  t h e  w r i t e r  c o n s i d e r s  

t h e  m a j o r  p o i n t s  f r o m  t h o s e  s t a t e  p l a n s  w h i c h  a r e  now i n  

o p e r a t i o n  i n  t h e  s t a t e s  o f  A l a b a m a ,  N o r t h  a n d  S o u t h  C a r o l i n a



N o r t h  D a k o t a , a n d  W i s c o n s i n .  A l s o ,  c o n s i d e r a t i o n  h a s  b e e n  

g i v e n  t o  t h e  r e c o m m e n d a t i o n  m a d e  b y  F i n c h u m ,  R o b i n s o n ,  a n d  

H a d l e y  i n  t h e i r  s t u d i e s  c o n d u c t e d  i n  T e n n e s s e e ,  M i c h i g a n ,  

a n d  W e s t  V i r g i n i a .  O b v i o u s l y ,  i f  s u c h  a p r o g r a m  w e r e  t o  b e  

a d o p t e d  b y  M o n t a n a ,  t h e  p r o p o s a l  w o u l d  o f  n e c e s s i t y  h a v e  t o  

b e  r e w r i t t e n  i n  l e g a l  t e r m s  a n d  a p p r o v e d  b y  t h e  s t a t e  

L e g i s l a t i v e  A s s e m b l y .

B a s i c  R e q u i r e m e n t s

T h e ^ M o n t a n a  L e g i s l a t u r e  s h a l l  p a s s  e n a b l i n g  l e g i s ­

l a t i o n  s e t t i n g  o u t  t h e  a u t h o r i t y  a n d  s c o p e  o f  t h e  p r o g r a m  t o  

i n c l u d e  t h e  b a s i c  o u t l i n e  o f  e s s e n t i a l s  n e c e s s a r y  f o r  s u c h  a 

p r o g r a m  a s  s u g g e s t e d  b y  t h e  f o l l o w i n g  d e s c r i p t i o n .  T h e  

p r o g r a m  s h a l l  b e  a d m i n i s t e r e d  b y  t h e  I n s u r a n c e  D i v i s i o n  o f  

t h e  S t a t e  D e p a r t m e n t  o f  P u b l i c  I n s t r u c t i o n .  T h e  D i v i s i o n  

o f  I n s u r a n c e  s h a l l  c o n s i s t  o f  a D i r e c t o r  w i t h  a p p r o p r i a t e  

q u a l i f i c a t i o n s ,  p r e f e r a b l y  i n  d e p t h  b a c k g r o u n d  i n  i n s u r a n c e  

a d m i n i s t r a t i o n ,  a n d  s u c h  o t h e r  p e r s o n n e l  a s  h e  c o n s i d e r s  

n e c e s s a r y  t o  c a r r y  o u t  t h e  r e s p o n s i b i l i t i e s  a n d  f u n c t i o n s  

o f  h i s  o f f i c e .  T h e  p r o g r a m  m u s t  b e  m a n d a t o r y  f o r  a l l  p u b l i c  

s c h o o l  d i s t r i c t s  i n  M o n t a n a  t h a t  d e s i r e  f i r e  a n d  e x t e n d e d  

c o v e r a g e  i n s u r a n c e  f o r  t h e i r  p r o p e r t y .  S m a l l  o n e  a n d  t w o  

r o o m  s c h o o l s  t h a t  d o  n o t  p r e s e n t l y  c a r r y  s u c h  i n s u r a n c e  n e e d  

n o t  p a r t i c i p a t e  u n l e s s  t h e y  w i s h  t o  d o  s o .  T h e  p r o g r a m
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s h a l l  not  be r e s p o n s i b l e  f o r  l osses  t o p r o p e r t y  e xc ept  

t hose  s p e c i f i c a l l y  i n c l u d e d  in t he  program w i t h i n  the  

l i m i t s  e s t a b l i s h e d  by t he  L e g i s l a t i v e  Assembl y .

The program s h a l l  be a s e p a r a t e  and d i s t i n c t  e n t i t y  

f o r  t he  s o l e  pur pose  o f  I n s u r i n g  p u b l i c  e l e m e n t a r y  and 

secondar y  school  b u i l d i n g s ,  and t h e i r  c o n t e n t s .  The c ov er age  

s h a l l  i n c l u d e  t he s t a n d a r d  c o v e r a g e  f o r  f i r e ,  l i g h t n i n g ,  

w i n d s t o r m ,  and h a i l .  T h i s  pr ogr am s h a l l  not  be i n v o l v e d  

w i t h ,  or  s u b j e c t  t o ,  any o t h e r  l e g i s l a t i v e  p r o v i s i o n  f o r  

s e p a r a t e  s t a t e  i n s u r a n c e  pr ogr a ms ,  such as t hose  f o r  crop  

h a i l  i n s u r a n c e .

Management  o f  t he  Program

The management  o f  t h i s  program s h a l l  be v e s t e d  in 

a d i r e c t o r  in t he  D i v i s i o n  o f  I n s u r a n c e  as a p a r t  o f  t he  

o f f i c e  o f  t he  S t a t e  S u p e r i n t e n d e n t  o f  P u b l i c  I n s t r u c t i o n .

He s h a l l  have w h a t e v e r  a u t h o r i t y  i s c o n s i d e r e d  ne c e s s a r y  t o  

i mpl ement  and c a r r y  out  t he  r e q u i r e m e n t s  of  t he  pr ogr am.

The D i r e c t o r  s h a l l  have a h i gh d egr e e  o f  compet ency in t he  

i n s u r a n c e  f i e l d .  His s a l a r y  s h a l l  be commensurat e w i t h  h i s  

q u a l i f i c a t i o n s  and e x p e r i e n c e ,  per haps in excess  o f  $ 2 0 , 0 0 0  

per  y e a r .  He shou l d  be r e c r u i t e d  f rom t he  b e s t - q u a l i f i e d  

p e o p l e  a v a i l a b l e ,  and Montana r e s i d e n c y  shoul d  not  be a 

c o n s ! d e r a t i o n .
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S t a r t i n g  t he  Program

T h i s  program must  be we I ! - p l a n n e d  and c o o r d i n a t e d ;  

t h e r e f o r e ,  i t  is suggest ed  t h a t  t he D i r e c t o r  be empl oyed and 

g i v e n  a y e a r  t o  p r e p a r e  f o r  i m p l e m e n t a t i o n  o f  t he  pr ogr am.

He shou l d  d e v e l o p ,  as soon as p r a c t i c a b l e ,  t hose  a d m i n i s t r a ­

t i v e  d e t a i l s  p e r t a i n i n g  t o  empl oyee q u a l i f i c a t i o n s ,  s t a f f i n g  

and s u p p o r t i n g  s e r v i c e s  as a r e  n e c e s s a r y  t o  beg i n  empl oyment  

of  h i s  s t a f f . O r g a n i z a t i o n  o f  t he  program shoul d  a l l o w  f o r  

a f u n c t i o n a l  d i v i s i o n  a t  t he  end o f  t he  p l a n n i n g  p e r i o d .

The L e g i s l a t u r e  s h a l l  a p p r o p r i a t e  a de qua t e  f unds to p r o v i d e  

f o r  t he  D i v i s i o n ' s  o p e r a t i o n  d u r i n g  t he  p l a n n i n g  p e r i o d .

The D i v i s i o n  s h a l l  be l o c a t e d  in H e l e n a ,  Mont a n a , 

t o  e n a b l e  t he  D i v i s i o n  t o  t a k e  a d v a n t a g e  of  t h e  e x p e r i e n c e  

and knowl edge o f  a l l  o f f i c i a l s  I n t he  S t a t e  Government  who 

can be o f  a s s i s t a n c e  in o p e r a t i n g  t he  school  i n s u r a n c e  

pr ogr am.  Upon a p p o i n t me n t  t h e  D i r e c t o r  s h a l l  e s t a b l i s h  and 

i mpl ement  such p o l i c i e s ,  p r o c e d u r e s ,  and o r g a n i z a t i o n  

s t r u c t u r e s  as a r e  n e c e s s a r y  t o a s s u r e  e f f e c t i v e  o p e r a t i o n  

of  t he  p r ogr am.  The u l t i m a t e  p l a n s  o f  o p e r a t i o n s  s h a l l  be 

s u b m i t t e d  t o  t he  S t a t e  S u p e r i n t e n d e n t  of  P u b l i c  I n s t r u c t i o n  

f o r  c o n f i r m a t i o n  and a p p r o v a l .  The f u n c t i o n a l  p l a n  shoul d  

a l s o  be r ev i ewed  f o r  l e g a l  c o mp l i a n c e  and sound i n s u r a n c e  

p r a c t i c e s  by t he  S t a t e  F i r e  M a r s h a l l ,  t he  S t a t e  Commi ssi oner



o f  I n s u r a n c e  a n d  t h e  L e g i s l a t i v e  A u d i t o r .  T h e  f i n a l  p r o g r a m  

s h o u l d  b e  r e v i e w e d  a n d  r e a d y  f o r  i m p l e m e n t a t i o n  a t  l e a s t  3 0  

d a y s  b e f o r e  t h e  e n d  o f  t h e  o n e  y e a r  p l a n n i n g  p e r i o d .

F u n d i n g  o f  t h e  P r o g r a m

T h e  p r o g r a m  s h a l l  b e c o m e  o p e r a t i o n a l  a t  t h e  b e g i n ­

n i n g  o f  t h e  s e c o n d  y e a r .  T h e  o r i g i n a l  c a p i t a l i z a t i o n  w i l l  

c o m e  f r o m  t h e  f i r s t  y e a r ' s  p r e m i u m s  c o l l e c t e d  f r o m  t h e  

s c h o o l s  a t  t h e  t h e n  c u r r e n t  c o m m e r c i a l  r a t e .  T h i s  p r e m i u m  

c o l l e c t i o n  s h o u l d  g e n e r a t e  n e a r l y .  $ 7 5 0 , 0 0 0 . A l s o ,  t h e  

L e g i s l a t u r e  s h a l l  p r o v i d e  f o r  $ 3 , 0 0 0 , 0 0 0  i n  f u n d s  t o  b e  

p r o v i d e d  b y  t h e  s t a t e .  T h e s e  f u n d s  s h o u l d  b e  a r r a n g e d  b y  

a n  a p p r o p r i a t i o n  f r o m  t h e  g e n e r a l  f u n d ,  i n t e r - g o v e r n m e n t a l  

l o a n s  f r o m  o t h e r  s t a t e  a g e n c i e s  w i t h  e x c e s s  f u n d s . ,  o r  b y  

e m p o w e r i n g  t h e  p r o g r a m  w i t h '  t h e  a u t h o r i t y  t o  b o r r o w  f r o m  

t h e  p u b l i c  b y  i s s u i n g  b o n d s .  S u c h  b o n d s  m u s t  b e  g u a r a n t e e d  

b y  t h e  s t a t e ,  a n d  t h e ' I n s u r a n c e  D i v i s i o n  m u s t  h a v e  t h e  

a u t h o r i t y  t o  i s s u e  a d d i t i o n a l  b o n d s  i f  l o s s e s  d e p l e t e  t h e  

f u n d  t e m p o r a r i l y  b e l o w  a s a f e  l e v e l .  T h e  b o n d s  ma y  b e  

i s s u e d  f o r  t h e  t h e n  c u r r e n t  i n t e r e s t  r a t e  f o r  AAA c o r p o r a t e  

b o n d s  t o  i n s u r e  s a l e  i n  a r e a s o n a b l e  t i m e  p e r i o d .

As  t h e  f u n d  i s  a c c u m u l a t e d  t h e  D i r e c t o r  s h a l l  h a v e  

t h e  a u t h o r i t y  t o  i n v e s t  t h e  f u n d  t o  g e n e r a t e  a d d i t i o n a l  

r e v e n u e .  I n c o m e  s o  g e n e r a t e d  s h a l l  b e  u s e d  t o  p a y  t h e
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o p e r a t i n g  expense o f  t he  D i v i s i o n ;  i f  any s u r p l u s  remai ns  

i t  s h a l l  be added t o  t he  ac c u mu l a t e d  f u n d s .  The D i r e c t o r  

s h a l l  f o l l o w  t he  s t a t u t o r y  r e q u i r e m e n t s  f o r  i n v e s t i n g  t r u s t  

f unds e x c e p t  t h a t  he may i n v e s t  up t o  50 per  c en t  o f  t he  

a c c umul a t e d  f unds in c o r p o r a t e  s t oc k s  l i s t e d  on t he  New Yo 

St ock  Ex c ha ng e . T h i s  p r a c t i c e  is e s s e n t i a l  I f  t he  fund is  

t o  m a i n t a i n  i t s  monet ar y  v a l u e  d u r i n g  p e r i o d s  o f  r i s i n g  

p r i c e s .

A l l  f unds o r i g i n a l  I y a p p r o p r i a t e d  by t h e  s t a t e ,  a l l  

l o s s e s ,  and a l l  bonds s h a l l  be r e p a i d  f rom t he  i n s u r a n c e  

f unds as excess moni es become a v a i I a b l e i R e g u l a r  premiums  

w i l l  be c o l l e c t e d  u n t i l  t he  fund r eaches $ 1 0 , 0 0 0 , 0 0 0 .  At  

t h a t  t i me  any excess f unds w i l l  be used t o  r epay the  

o r i g i n a l  or  subsequent  i n d e b t e d n e s s .  I f  t he  D i r e c t o r  con-
t

s i d e r s  i t  ne c e s s a r y  f o r  sound i n s u r a n c e  p r a c t i c e  he may l e t  

t he  fund a c c u mu l a t e  t o  equal  f i v e  per  cent  o f  t h e  i n s u r a n c e  

in f o r c e ,  whi ch woul d be a p p r o x i m a t e l y  $ 1 5 , 0 0 0 , 0 0 0  a t  the  

p r e s e n t  ' t i me .

Ac c o u n t i n g  f o r  t he  Funds

The D i r e c t o r  s h a l l  f o l l o w  g e n e r a l l y  a c c e p t e d  

f i d u c i a r y  a c c o u n t i n g  p r o c e d u r e s  i n m a i n t a i n i n g  h i s  r ecor ds  

o f  t he  f u n d s . He s h a l l  submi t  a mont h l y  s t a t e m e n t  to t he  

S t a t e  S u p e r i n t e n d e n t  o f  P u b l i c  I n s t r u c t i o n  showi ng r e c e i p t s
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a n d  d i s b u r s e m e n t s  f o r  t h e  m o n t h  a n d  f o r  t h e  y e a r  t o  d a t e ,  

a n d  i n c l u d i n g  i n s u r a n c e  c l a i m s  p e n d i n g .  Y e a r l y ,  t h e  D i r e c t o r  

s h a l l  s u b m i t  a d e t a i l e d  r e p o r t  o f  t h e  f u n d ' s  f i n a n c i a l  p o s i ­

t i o n  t o  t h e  S u p e r i n t e n d e n t  o f  P u b l i c  I n s t r u c t i o n .  T h i s  

r e p o r t  s h o u l d  i n c l u d e  a l l  a s s e t s  a n d  l i a b i l i t i e s .  A l s o ,  h e  

s h o u l d  i n c l u d e  a d e t a i l e d  s c h e d u l e  o f  t h e  f u n d ' s  i n v e s t m e n t s  

a n d  s u c h  o t h e r  r e p o r t s  a s  ma y  b e  r e q u i r e d  b y  t h e  s t a t e ' s  

r e s p o n s i b l e  m o n e t a r y  o f f i c i a l s .

A n n u a l l y ,  t h e  D i r e c t o r  s h a l l  s u b m i t  a n  o p e r a t i o n  

b u d g e t , s h o w i n g  a l l  a n t i c i p a t e d  i n c o m e  a n d  e x p e c t e d  e x p e n d i -
x. •

t u r e s  f o r  t h e  c o m i n g  y e a r ,  t o  t h e  S t a t e  S u p e r i n t e n d e n t  o f  

P u b l i c  I n s t r u c t i o n  f o r  a p p r o v a l . T r a v e l  a n d  p e r  d i e m  c o s t s  

w i l l  b e  t h o s e  c u r r e n t l y  i n  e f f e c t  f o r  s t a t e  e m p l o y e e s .  T h e  

r e c o r d s  o f  t h e  D i v i s i o n  s h a l l  b e  a u d i t e d  a n n u a l l y  b y  a n  i n ­

d e p e n d e n t  C e r t i f i e d  P u b l i c  A c c o u n t a n t . T h e  f u n d s  s h a l l  b e  

p a i d  t o ,  a n d  i n  t h e  c u s t o d y  o f ,  t h e  S t a t e  T r e a s u r e r .  He  

s h a l l  m a i n t a i n  a d e q u a t e  r e c o r d s  a n d  m a k e  d i s b u r s e m e n t s  o n l y  

a t  t h e  d i r e c t i o n  o f  t h e  D i r e c t o r  o f  t h e  D i v i s i o n  o f  I n ­

s u r a n c e .  T h e  D i r e c t o r  s h a l l  b e  r e s p o n s i b l e  f o r ,  a n d  s u p e r ­

v i s e  a l l  o t h e r  f i n a n c i a l  a c t i v i t i e s  o f  h i s  d i v i s i o n ,  i n  

a c c o r d a n c e  w i t h  t h e  s t a t u t e s  o f  t h e  S t a t e  o f  M o n t a n a .

I n s u r a n c e  C o v e r a g e

I n s u r a n c e  c o v e r a g e  i n  t h i s  p r o g r a m  s h a l l  b e
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mandat or y  f o r  a l l  p u b l i c  school  p r o p e r t y  cover ed  by i n s u r ­

a nc e .  The smal l  one and two room school  b u i l d i n g s  need not  

p a r t i c i p a t e  i f  t he  l o c a l  board so e l e c t s .  A l s o ,  t he  D i r e c t o r  

may r e j e c t  s p e c i f i c  p r o p e r t i e s  i f ,  in h i s  o p i n i o n ,  t hey  

c o n s t i t u t e  u n i n s u r a b l e  r i s k s  due t o t he p h y s i c a l  c o n d i t i o n  

of  t he  b u i l d i n g s .  In such cases he must  s t a t e  t he  reasons  

f o r  r e j e c t i o n  and recommend c o r r e c t i v e  a c t i o n  t h a t  may be 

t aken  t o  q u a l i f y  t he  p r o p e r t y  f o r  i n s u r a n c e  c o v e r a g e . He 

may a l s o  r e f u s e  or  r educe co v e r a ge  on o l d  abandoned b u i l d i n g s  

and t h e i r  c o n t e n t s , i f  o r  when t he y  become an undue r i s k .

The D i r e c t o r  s h a l l  r e p o r t  a n n u a l l y  t o  t h e  S t a t e  

Depar t ment  o f  E d u c a t i o n  t he  d e s c r i p t i o n ,  l o c a t i o n ,  and v a l u e  

of  a l l  b u i l d i n g s  and c o n t e n t s  i n s u r e d  under  t he  pr ogr am.

T h i s  o f f i c i a l  l i s t i n g  s h a l l  be t he  b a s i s  f o r  d e t e r m i n i n g  

r i s k s  and f o r  e s t a b l i s h i n g  t he  premium r a t e s  t o  be c h a r g e d .  

A l l  c o n t r a c t s  i ssued t o  t he l o c a l  d i s t r i c t s  s h a l l  c o n t a i n  

t he  same l e g a l  d e s c r i p t i o n  f o r  p r o p e r t y  i n s u r e d  by t he  f u n d .

The amount  o f  cov e r a ge  a v a i l a b l e  t o  each l o c a l  

school  s h a l l  be 90 per  cent  o f  t he  f u l l  r e p l a c e me n t  cos t  o f  

t he  p r o p e r t y  i n s u r e d .  E s s e n t i a l l y ,  t he d i s t r i c t s  w i l l  t hen  

be c a r r y i n g  a c o - i n s u r a n c e  p r o v i s i o n  of  10 per  c e n t .

The D i r e c t o r  s h a l l  have t he  a u t h o r i t y  t o  pur chase

r e i n s u r a n c e  f rom commer c i a l  i n s u r a n c e  compani es l i c e n s e d  to
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c o n d u c t  b u s i n e s s  i n  M o n t a n a . A n y  r e i n s u r a n c e  p u r c h a s e d  

s h a l l  b e  i n  c o m p l i a n c e  w i t h  s o u n d  i n s u r a n c e  p r a c t i c e s ,  b u t  

i n  n o  c a s e  s h a l l  t h e  c o m m e r c i a l  p r o t e c t i o n  c o v e r  p r o p e r t i e s  

w h o s e  v a l u e  i s  l e s s  t h a n  $ 1 , 0 0 0 , 0 0 0 .  T h e  r e i n s u r a n c e  ma y  b e  

u s e d  t o  c o v e r  a l l  t h e  p r o p e r t y  i n  a p a r t i c u l a r  d i s t r i c t  o r  

o n l y  f o r  s p e c i f i c  i t e m s  o f  p r o p e r t y .  A l l  o f  t h e  r e q u e s t s  f o r  

t h i s  t y p e  o f  c o v e r a g e  s h a l l  b e  l i s t e d  i n  d e t a i l  i n  o n e  r e p o r t  

a n d  t h e  D i r e c t o r  s h a l l  c a l l  f o r  b i d s  i n  a w a r d i n g  t h e  c o n ­

t r a c t s  t o  c o m m e r c i a l  c o m p a n i e s .  I n  s e l e c t i n g  t h e  b i d d e r  t h e  

D i r e c t o r  s h o u l d  c o n s i d e r  t h e  r a t i n g  o f  t h e  c o m p a n y , t h e i r  

p a s t  p e r f o r m a n c e  i n  M o n t a n a  r e g a r d i n g  l o s s  a d j u s t m e n t s ,  a n d  

t h e  s e r v i c e s  t h e  c o m p a n y  c a n  p r o v i d e  a s  w e l l  a s  t h e  

a m o u n t  o f  t h e  b i d  i t s e l f .

V a l u a t i o n  o f  P r o p e r t y

T h e  v a l u e  o f  a l l  p u b l i c  s c h o o l  p r o p e r t y  p r o t e c t e d  b y  

t h e  p r o g r a m  s h a l l  b e  i t s  a c t u a l  r e p l a c e m e n t  c o s t .  A l l  b u i l d ­

i n g s  s h a l l  b e  a p p r a i s e d  a n n u a l l y ,  a n d  a l l o w a n c e  m a d e  f o r  t h e  

i n c r e a s e s  i n  t h e  p r i c e  " l e v e l .  W h e n  t h e  a p p r o p r i a t e  o f f i c i a l s  

c a n n o t  a g r e e  o n  t h e  v a l u e  o f  a b u i l d i n g ,  t h e  d i s p u t e  s h a l l  b e  

s e t t l e d  b y  a n  i n d e p e n d e n t  a p p r a i s e r  r e t a i n e d  b y  t h e  d i s p u t i n g  

p a r t y .  E a c h  d i s t r i c t  s h a l l  f u r n i s h  t o  t h e  D i r e c t o r  a d e ­

t a i l e d  l i s t  o f  a l l  s c h o o l  b u i l d i n g s  i n  t h e  d i s t r i c t .  T h e
<

r e p o r t  s h a l l  i n c l u d e  t h e  v a l u e ,  l o c a t i o n ,  a n d  d e s c r i p t i o n
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o f  t he  b u i l d i n g  and i t s  c o n t e n t s .

The v a l u e  o f  t he  i n s u r a b l e  c o n t e n t s  o f  t he  b u i l d i n g s  

s h a l l  be d e t e r mi n e d  by a d e t a i l e d  i n v e n t o r y  t aken  a n n u a l l y .  

The v a l u e  s h a l l  be r e p l a c e me n t  cos t  u s u a l l y  d e t e r mi n e d  f rom 

c u r r e n t  pur chase  p r i c e s .  Any d i s p u t e s  s h a l l  be s e t t l e d  in 

t he  same manner  as p r e s c r i b e d  f o r  s e t t l i n g  d i s a g r e e me n t s  

ove r  t he  v a l u a t i o n  o f  b u i l d i n g s .

Losses t o p r o p e r t y  u n d e r w r i t t e n  by t he  program 

s h a l l  be d e t e r m i n e d  by a p p r a i s a l s  conduct ed by both the  

l o c a l  d i s t r i c t  and t he  D i v i s i o n .  Cl a i ms f o r  l osses  can o n l y  

be pa i d  upon c e r t i f i c a t i o n  o f  l oss  by t he  D i r e c t o r .  A l l  

l osses  cover ed  by r e i n s u r a n c e  a r e  t o  be pa i d  t o  t he  D i v i s i o n  

and not  t o  t he  l o c a l  school  sys t em.  D i s p u t e s  c o v e r i n g  the  

amount  o f  l oss s u s t a i n e d  a r e  t o  be s e t t l e d  by an i n depe ndent  

a p p r a i s e r  empl oyed by t he  d i s p u t i n g  p a r t y .  His d e t e r m i n ­

a t i o n  s h a l l  be b i n d i n g  on both p a r t i e s .

Premium Payments

The D i r e c t o r  o f  t he  D i v i s i o n  of  I n s u r a n c e  s h a l l  

d e t e r m i n e  t he  premium r a t e s  t o  be charged f o r  i n s u r a n c e  

c o v e r a g e .  He s h a l l  r e v i e w  t he  r a t e s  each y e a r ,  and s h a l l  

make such a d j u s t m e n t s  as a r e  n e c e s s a r y  a c c o r d i n g  t o c i r c u m ­

s t a nc e s  p r e v a i l i n g  a t  t h a t  t i m e .  The r e g u l a r  commer ci a l  

r a t e s  s h a l l  be char ged u n t i l  t he  fund r eaches t he  p r e s c r i b e d



b a l a n c e  e s t a b l i s h e d  by t he  l e g i s l a t u r e .  A f t e r  t he  fund has 

a t t a i n e d  t he  r e q u i r e d  b a l a n c e  t he  r a t e s  char ged f o r  c ov er age  

s h a l l  be reduced by t he'  D i r e c t o r  t o  t he  l e v e l  r e q u i r e d  to  

m a i n t a i n  t he  fund b a l a n c e .  However ,  a s u f f i c i e n t  premium 

s h a l l  be char ged t o e n a b l e  t he  program t o pay back the  

o r i g i n a l  expense and l o a n s ,  i f  any ,  w i t h i n  a r e a s o n a b l e  

t i me  p e r i o d .

The o r i g i n a l  and subsequent  change in t he  r a t e s  

s h a l l  be d e t e r m i n e d  by i n s p e c t i o n  o f  t he  p r o p e r t i e s  i n ­

v o l v e d  by t he  D i v i s i o n  o f  I n s u r a n c e .  The i n i t i a l  i n s p e c t i o n  

s h a l l  c o n s i s t  o f  a c ompr ehens i ve  l i s t i n g  o f  a l l  r i s k s  w i t h  

a p e r t i n e n t  r ecommendat i on on r i s k  a r r a n g e me n t  t o a l l o w  t he  

d i s t r i c t  t o  t a k e  c o r r e c t i v e  a c t i o n  t o r educe t h e i r  r a t e .  

Copi es o f  a l l  i n s p e c t i o n  r e p o r t s  s h a l l  be f u r n i s h e d  to t he  

l o c a l  sys t e m.

In o r d e r  t o  f a c i l i t a t e  r a t e  d e t e r m i n a t i o n  a l l  school  

b u i l d i n g s  s h a l l  be c l a s s i f i e d  a c c o r d i n g  t o  t y p e  o f  c o n s t r u c ­

t i o n ,  l o c a t i o n ,  a v a i l a b i l i t y  o f  p r o t e c t i o n ,  and age .  The 

D i v i s i o n  may use s t a n d a r d  r a t i n g  methods and c l a s s i f i c a t i o n ,  

or  d e v e l o p  t h e i r  own sys t em.  The r a t e s  e s t a b l i s h e d  by t he  

D i v i s i o n  a r e  not  t o  exceed t hose  charged-  by commer c i a l  

u n d e r w r i t e r s  f o r  t he  same c o v e r a g e .

The D i v i s i o n  s h a l l  n o t i f y  t he  l o c a l  d i s t r i c t s  of



t h e  a p p r o p r i a t e  r a t e s  a n d  p r e m i u m s  d u e  a s  s o o n  a s  p o s s i b l e  

e a c h  y e a r .  T h e  p r e m i u m s  s h a l l  b e  p a i d  d i r e c t l y  t o  t h e  S t a t e  

T r e a s u r e r ,  w h o  i s  t o  a c t  a s  c u s t o d i a n  f o r  t h e  p r o g r a m .  A n y  

e x c e s s  f u n d s  o r  r e s e r v e s  a c c u m u l a t e d  by  t h e  D i v i s i o n  o f  

I n s u r a n c e  a r e  n o t  t o  b e  u s e d  b y  a n y  o t h e r  a g e n c y  o f  t h e  

s t a t e ,  n o r  i s  t h e  S t a t e  L e g i s l a t u r e  t o  m a k e  a n y  r a i d s  on  

t h e  f u n d s  f o r  o t h e r  p u r p o s e s .  T h o s e  e x c e s s  f u n d s  o r  

r e v e n u e s  a r e  t o  b e  c o n s i d e r e d  I n  e s t a b l i s h i n g  t h e  p r e m i u m  

r a t e  a n d  s h o u l d  p r o v i d e  e v e n t u a l l y  f o r  a r e d u c t  T o n  o f  t h e  

c o s t  o f  i n s u r a n c e  t o .  t h e  s c h o o l s .

F u n c t i o n s  P r o v i d e d

T h e  p r i m e  f u n c t i o n  o f  t h e  D i v i s i o n  o f  I n s u r a n c e  

s h a l l  b e  s e r v i c e  a n d  a s s i s t a n c e  f o r  t h e  l o c a l  s c h o o l  s y s t e m s  

T h e  D i v i s i o n  s h a l l  p r o v i d e  a n n u a l  i n s p e c t i o n  o f  I n s u r e d  

s c h o o l  p r o p e r t y  b y  i t s  e n g i n e e r s  a n d  a p p r a i s e r s .  T h i s  i n ­

s p e c t i o n  s h a l l  c o n s i d e r  t h e  b u i l d i n g  s t r u c t u r e ,  o c c u p a n c y ,  

ma i n t a  i n a n c e  r o u t i n e ,  a n d  a n y  h a z a r d s  t h a t  m i g h . t  a f f e c t  t h e  

s a f e t y  o f  t h e  b u i l d i n g  a n d  i t s  o c c u p a n t s .  T h e  e n g i n e e r s  

s h a l l  f i l e  a c o m p r e h e n s i v e  r e p o r t  o n  e a c h  p r o p e r t y  i n s p e c t e d  

w i t h  t h e  D i r e c t o r  a n d  t h e  l o c a l  d i s t r i c t .

T h e  i n s p e c t o r s  s h a l l  a c t  a s  c o n s u l t a n t s  t o  t h e  

s c h o o l  o n  b o t h  o l d  s t r u c t u r e s  a n d  n e w  c o n s t r u c t i o n .  T h e y  

s h a l l  a d v i s e  a n d  r e c o m m e n d  o n  s a f e t y  d e v i c e s  a n d  p r o v i d e



l e a d e r s h i p  i n  t h e  , t e c h n i c a l  a s p e c t s , f i r e  s a f e t y , a n d  r i s k  

m a n a g e m e n t . T h e  D i v i s i o n  s h a l l  a c t  a s  c o o r d i n a t o r  b e t w e e n  

l o c a l ,  s t a t e ,  a n d  f e d e r a l  p r o g r a m s  d e a l i n g  w i t h  i n s u r a n c e .  

O n c e  t h e  p r o g r a m  i s  i n  o p e r a t i o n  t h e  D i v i s i o n ' s  m a j o r  

e m p h a s i s  s h o u l d  b e  c o n c e r n e d  w i t h  l o s s  p r e v e n t i o n  a n d  

r e d u c t i o n  o f  h a z a r d s  t o  i n s u r e  a m i n i m u m  o f  l o s s  t o  l i f e  

a n d  p r o p e r t y  f r o m  s c h o o l  f i r e s  i n  M o n t a n a .

I n i t i a t i n g  t h e  P r o g r a m

T h e  i n i t i a t i o n  o f  a n e w  p r o g r a m  o f  t h i s  t y p e  a n d  

m a g n i t u d e  w i l l  r e q u i r e  t h e  c o n c e r t e d  e f f o r t  o f  a l l  i n t e r -  

e s t e d  a n d  a f f e c t e d  p a r t i e s .  T h e  s u p p o r t  o f  a l l  i n t e r e s t e d  

p a r t i e s  w i l l  b e  r e q u i r e d  i f  o r  w h e n  t h i s  p r o g r a m  i s  t o  b e .  

a d o p t e d  b y  M o n t a n a .

T h e  f i r s t  p h a s e  s h o u l d  b e  a n  e d u c a t i o n a l  p r o g r a m  

t o  a c q u a i n t  t h e  S t a t e  D e p a r t m e n t  o f  P u b l i c  I n s t r u c t i o n ,
l ’

t h e  s c h o o l  a d m i n i s t r a t o r s ,  t h e  s c h o o l  b o a r d  a s s o c i a t i o n s ,  

a n d  t h e  a p p r o p r i a t e  s t a t e  o f f i c i a l s  w i t h  t h e  p r o p o s e d  p r o ­

g r a m .  A g r o u p  o f  s e m i n a r s  o r  i n f o r m a l  d i s c u s s i o n s  c o u l d  b e  

h e l d  a t  v a r i o u s  l o c a t i o n s  t h r o u g h o u t  t h e  s t a t e  a n d  a t  t h e  

s t a t e  m e e t i n g s  o f  t h e  c o n c e r n e d  o r g a n i z a t i o n s .  T h e  p r i m a r y  

o b j e c t i v e  a t  t h i s  p o i , n t  w o u l d  b e  t o  f a m i l i a r i z e  t h e  p a r t i c i  

p a n t s  w i t h  t h e  f e a t u r e s  o f  t h e  p r o g r a m  a n d  i t s  e c o n o m i c  

i m p l i c a t i o n  f o r  t h e  s c h o o l  s y s t e m s  i n  M o n t a n a . S p e c i a l



emphasi s  shoul d  be g i v e n  t o  t he  s e r v i c e  t h a t  t he  D i v i s i o n  

of  I n s u r a n c e  can p r o v i d e  f o r  t he  s c h o o l s ,  and t h e  p r o b a b i l ­

i t y  o f  stemming t he  r a p i d  i n c r e a s e s  in i n s u r a n c e  c o s t s .

N e x t , t he  s t a t e  a g e n c i e s  whi ch a r e  t o  a s s i s t  in t he  

pr ogr am shoul d  be exposed t o  t he  p r e p a r e d  pr ogr am.  P a r t i c u  

I a r  c a r e  shoul d  be t a k e n  t o c l a r i f y  t h e  e x a c t  r o l e  and 

r e s p o n s i b i l i t y  o f  each g r oup .  These a g e n c i e s  woul d i n c l u d e  

a t  l e a s t  t he  S t a t e  I n s u r a n c e  Commi ss i oner ,  t he  S t a t e  T r e a s ­

u r e r ,  and t he  S t a t e  F i r e  M a r s h a l l .  I f  t h e s e  o f f i c e r s  a r e  

t o  p a r t i c i p a t e  a c t i v e l y  and t o  s u p p o r t  t he  program t hey  

must be aware o f  t he  b e n e f i t s  t o  be d e r i v e d ,  and must  be 

con v i n c e d  i t  i s a u s e f u l  and w o r t h w h i l e  p r o j e c t .

A l l  s u g g e s t i o n s  and recommendat i ons p r e s e n t e d  by 

t h e s e  groups shoul d  be g i v e n  s e r i o u s  c o n s i d e r a t i o n  in l i g h t  

o f  i mpr ov i ng  t he  pr oposed pr ogr am.  Th i s  p r o c e d u r e  shoul d  

r e s u l t  in w i d e s p r e a d  s u p p o r t  and b ac k i n g  f o r  t he  pr ogr am.  

Th i s  t y p e  o f  s u p p o r t  is e s s e n t i a l  b e f o r e  p r e s e n t i n g  the  

pr o p o s a l  t o  t he  S t a t e  L e g i s l a t u r e  i f  t h e r e  i s goi ng t o be 

any p o s s i b i l i t y  o f  s u c c e s s f u l  ena c t me nt  o f  e n a b l i n g  l e g i s ­

l a t i o n .

B e f o r e  p r e s e n t a t i o n  t o t he  l e g i s l a t u r e  t he  pr oposa l  

shoul d  be r e v i e we d  by a t t o r n e y s  f o r  s t a t u t o r y  a n d / o r  const  I 

t u t i o n a l  c o n f l i c t s .  I f  such c o n f l i c t s  do e x i s t  p r o v i s i o n s



s h o u l d  b e  i n c o r p o r a t e d  i n t o  t h e  p r o p o s a l  t o  r e m o v e  s u c h  

d i f f i c u l t i e s .  T h e  p r o p o s a l  s h o u l d  t h e n  b e  p r e s e n t e d  t o  t h e  

l e g i s l a t u r e  t h r o u g h  t h e  u s u a l  c h a n n e l s  f o r  t h e  a s s e m b l i e s '  

c o n s i d e r a t i o n .

A s s u m i n g  f a v o r a b l e  a c t i o n  b y  t h e  l e g i s l a t u r e ,  t h e  

n e x t  p h a s e  w i l l  b e  t o  e s t a b l i s h  t h e  a d m i n i s t r a t i v e  f u n c t i o n s  

n e c e s s a r y  t o  i m p l e m e n t  t h e  o p e r a t i o n  o f  t h e  p r o p o s a l .  T h e  

S t a t e  S u p e r i n t e n d e n t  o f  P u b l i c  I n s t r u c t i o n  s h a l l  e s t a b l i s h  

a D i v i s i o n  o f  I n s u r a n c e  a n d  p r o v i d e  a p p r o p r i a t e  p h y s i c a l  

f a c i l i t i e s .  T h e  n e x t  s t e p  w i l l  b e  t o  a p p o i n t  a D i r e c t o r ,  

p r e f e r a b l y  s o m e o n e  w h o  i s  w e l l - q u a l i f i e d  i n  b o t h  e d u c a t i o n a l  

p r o b l e m s  a n d  i n s u r a n c e  p r a c t i c e s .  D u r i n g  t h e  i n i t i a l  y e a r  

f o r  p l a n n i n g ,  t h e  D i r e c t o r  . w i l l  f o r m u l a t e  h i s  p o l i c i e s  a n d  

p r o c e d u r e s  w i t h  o t h e r  d e p a r t m e n t s  a n d  a g e n c i e s  i n v o l v e d .

A l l  a d m i n i s t r a t i v e  d e t a i l s  s h o u l d  b e  d e v e l o p e d  d u r i n g  t h e  

p l a n n i n g  p e r i o d ,  s u c h  a s  d o c u m e n t a t i o n ,  f i s c a l  c o n t r o l s ,  a n d  

a c c o u n t a b i l i t y .  T h e  D i r e c t o r  s h o u l d  b e  i n v o l v e d  i n  a 

c o n t i n u o u s  p r o c e s s  o f  p l a n n i n g ,  c o o r d i n a t i o n ,  a n d  e v a l u a t i o n  

o f  t h e  p r o g r a m ,  w o r k i n g  c l o s e l y  w i t h  a n d  u n d e r  t h e  d i r e c t i o n  

o f  t h e  S t a t e  S u p e r i n t e n d e n t  o f  P u b l i c  I n s t r u c t i o n .



CHAPTER -V I

SUMMARY, CONCLUSIONS,  AND RECOMMENDATIONS

Summary

The p e o p l e  o f  Montana have i n v e s t e d  a p p r o x i m a t e l y  

288 m i l l i o n  d o l l a r s  in p r o p e r t y  used f o r  p u b l i c  e l e m e n t a r y  

and secondar y  e d u c a t i o n a l  p u r p o s e s .  Th i s  i n v e s t me n t  is 

i n c r e a s i n g  a t  t he  r a t e  of  about  $10 m i l l i o n  per  y e a r .  Th i s  

amount  r e p r e s e n t s  a s u b s t a n t i a l  i n v e s t me n t  acc umul a t ed  ove r  

an e x t e n d e d  p e r i o d  o f  t i m e .  The l oss of  any s u b s t a n t i a l  

p a r t  o f  t h i s  i n v e s t me n t  woul d r e p r e s e n t  a s e v e r e  economic  

and e d u c a t i o n a l  pr ob l em f o r  t he  school  system i n v o l v e d .

The p r o p e r t y  is p r e s e n t l y  p r o t e c t e d  by p u r c h a s i n g  commer ci a l  

i n s u r a n c e  c o v e r a g e .  The t o t a l  cos t  o f  t h i s  p r o t e c t i o n  is 

c u r r e n t l y  n e a r l y  $ 1 , 0 0 0 , 0 0 0  per  y e a r ,  whi ch r e p r e s e n t s  a 

s i z a b l e  cos t  t o  t he  e d u c a t i o n a l  syst em of  Mont ana .  At  t he  

p r e s e n t  t i me  a l l  schoo l s  i n c l u d e d  in t h i s  s t udy  do c a r r y  

i n s u r a n c e  p r o t e c t i o n  a l t h o u g h  i t  i s not  ma n d a t o r y .  T i t l e  

s e v e n t y - f i v e  o f  t he  r e v i s e d  Codes o f  Mont ana,  1947,  p e r mi t s  

t he  schoo l s  t o pur chase  such i n s u r a n c e  a t  t he  d i s c r e t i o n  o f  

t he  l o c a l  Board o f  T r u s t e e s .

T h e r e f o r e ,  t h e r e  a r e  as many i n s u r a n c e  programs as 

t h e r e  a r e  school  d i s t r i c t s .  A p p a r e n t l y ,  t h e r e  is ver y  

l i t t l e ,  u n i f o r m i t y  in t he  pr ogr am.  The a p p r a i s a l  p r a c t i c e s  

v a r y  w i d e l y  as t o t he  p r o c e d u r e  f o r  p u r c h a s i n g  c o v e r a g e ,



or  s e l e c t i n g  t he  company and a g e n t s .  Each l o c a l  system 

must r e v | e w  i t s  p r a c t i c e  and p o l i c i e s  c o n s t a n t l y  i f  i t  is 

t o  m a i n t a i n  a ba l a nc e d  and r e a l i s t i c  program o f  i n s ur a nc e  

c o v e r a g e .  At  t he  p r e s e n t  t i me  t h i s  r e q u i r e m e n t  seems to  

be l a c k i n g .  Some schoo l s  a p p r a i s e  t h e i r  b u i l d i n g s  and 

updat e  t he  I n v e n t o r y  of  c o n t e n t s  on an annual  b a s i s ,  w h i l e  

o t h e r s  do so o n l y  a t  t h r e e  or  f i v e  y e a r  i n t e r v a l s ,  and a 

few o n l y  once e v e r y  t en y e a r s .  Very  few l o c a l  boards have  

any f o r ma l  p o l i c i e s  t o g u i d e  t he  school  p e r s o nne l  in t h e i r  

d u t i e s  connec t ed  w i t h  i n s u r a n c e .  Th i s  c r e a t e s  an ur g en t  

pr ob l em,  s i n c e  t he  i n s u r a n c e  f i e l d  is becoming more comp I I 

c a t e d , due t o  t he  c o m p l e x i t y  o f  t he  t ypes o f  cov er age  

a v a i l a b l e ,  t he  e x t e n s i v e  e d u c a t i o n a l  f a c i l i t i e s  now in use 

and t he  r a t i n g  and a p p r a i s a l  p r oce sses  needed.  A l s o ,  t he  

schoo l s  need t o  r e c e i v e  adequate. .  I n s u r a n c e  a t  a r e a s o n a b l e  

c o s t .  Most  school  a d m i n i s t r a t o r s  a r e  t oo i n v o l v e d  w i t h  

t he  o p e r a t i o n a l  p r oc e dur e s  o f  t he  school  t o  d e v e l o p  a hi gh  

l e v e l  o f  compet ence in t he  i n s u r a n c e  f i e l d  and t h e r e f o r e  

need and d e s i r e  a s s i s t a n c e  in t h i s  a r e a .

Because of  s o c i a l  and p o l i t i c a l  u n r e s t  t h r o u g h o u t  

t he  n a t i o n ,  r e s u l t i n g  in r i o t s ,  d i s t u r b a n c e s ,  and f l a g r a n t  

d i s r e g a r d  f o r  p r o p e r t y ,  t he cos t  o f  t h i s  t ype  o f  i n s ur a nc e  

has been i n c r e a s i n g  r a p i d l y  in r e c e n t  y e a r s .



In some m e t r o p o l i t a n  a r e a s ,  both on t he  East  and 

West Co a s t s ,  i n s u r a n c e  compani es a r e  becoming r e l u c t a n t  to  

w r i t e  i n s t i t u t i o n a l  i n s u r a n c e  c o v e r a g e .  I f  t h i s  t r e n d  con­

t i n u e s ,  e i t h e r  t he  cos t  w i l l  I n c r e a s e  to a p o i n t  where  

schoo l s  cannot  a f f o r d  p r o t e c t i o n ,  or  commer c i a l  companies  

may r e f u s e  t o  i nsur e ,  i n s t i t u t i o n a l  p r o p e r t y  a l t o g e t h e r .

One a l t e r n a t i v e  t o  t he  pr ob l em would be f o r  Montana  

t o  de v e l o p  some f or m of  p u b l i c  i n s u r a n c e  to p r o t e c t  school  

p r o p e r t y .  Such a program woul d o p e r a t e  f o r  t he  s o l e  b e n e f i t  

o f  t he  schoo l s  and t he  p r o f i t  f a c t o r  would be removed.

Ther e  a r e  f i v e  s t a t e s  now o p e r a t i n g  s t a t e w i d e  compr ehens i ve  

programs o f  t h i s  n a t u r e .  They a r e  Nor t h  and South C a r o l i n a ,  

Nor t h  D a k o t a , Al abama,  and W i s c o n s i n .  - These s t a t e s  e s t i m a t e  

t hey  r e a l i z e  a s a v i n g s  o f  f r o m 20 t o 60 per  c en t  o f  what  i t  

woul d cos t  t o  have commer c i a l  u n d e r w r i t e r s  p r o v i d e  t he  same 

p r o t e c t i o n .  S e v e r a l  l a r g e  c i t i e s  a l s o  o p e r a t e  such programs  

w i t h  v a r y i n g  degr ees  o f  s u c c e s s .

Montana a t t e m p t e d  a s t a t e  i ns u r a n c e  pr ogr am in 1935.  

From a r e v i e w  o f  t he  l i t e r a t u r e  a v a i l a b l e  r e l a t i n g  t o t h i s  

p r o g r a m - - ! t  pr oved u n s u c c e s s f u l  f o r  t he f o l l o w i n g  r e a s o n s :

1.  No r e s e r v e  was e s t a b l i s h e d  when t he  pr ogr am was 
i n i t i a t e d .

2.  The pr ogr am had no way o f  s e c u r i n g  e x t r a  f unds i f  
needed in i t s  e a r l y  y e a r s .
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3.  I n a d e q u a t e  p l a n n i n g  and s t a f f i n g  t o  e n a b l e  the  
program t o  f u n c t i o n  e f f e c t i v e l y .

4.  Lack o f  u n d e r s t a n d i n g  and s u p por t  f rom t he  s t a t e  
o f f i c i a l s  i n v o l v e d .

5 .  Too much r e i n s u r a n c e ,  s i n c e  n e a r l y  a l l  r i s k s  were  
p r o v i d e d  f o r  under  t h i s  a pp r o a c h .

6.  A s t r o n g  i n s u r a n c e  l obby a g a i n s t  t he  pr ogr am.  The 
l e g i s l a t i o n  was p r e s e n t e d  t o  t he  p e o p l e  w i t h  a 
r e f e r e ndum v o t e  s h o r t l y  a f t e r  t he  pr ogr am began 
o p e r a t i o n ,  and was r e p e a l e d  in t h i s  manner  b e f o r e  
a d e q u a t e  t i me  was a l l o w e d  t o t e s t  t he pr ogr am.

Based on t he  assumpt i on  t h a t  t he  school  system may 

need or  be f o r c e d  t o  r e - e v a l u a t e  a change in t he  i n s ur a nc e  

program because of  r i s i n g  c o s t s ,  t he  w r i t e r  r ev i ewed  the  

c u r r e n t  l i t e r a t u r e  r e l a t i n g  t o school  f i r e  i n s u r a n c e ,  and 

exami ned t he  p r a c t i c e s  p r e s e n t l y  used by s c hoo l s  in Montana  

in d e a l i n g  w i t h  t h i s  t y p e  o f  i n s u r a n c e .  As an a l t e r n a t i v e  

t o  commer c i a l  p r o t e c t i o n ,  a p u b l i c  s t a t e  progr am was o u t ­

l i n e d  b r i e f l y .  T h i s  o u t l i n e  i n c o r p o r a t e s  what  t he  w r i t e r  

c o n s i d e r s  t o  be t he  b e t t e r  f e a t u r e s  o f  t he  program p r e s e n t l y  

in o p e r a t i o n .

Co nc l us i ons

Dur i ng  t he  s t udy  t he  p o l i c i e s  and p r a c t i c e s  o f  t he  

f i r e  i n s u r a n c e  p r o t e c t i o n  o f  t he  school  systems i n Montana  

wer e exa mi ne d ,  w i t h  t he  o b j e c t i v e  of  p r e p a r i n g  a p u b l i c  f i r e  

i n s u r a n c e  program f o r  t he  schoo l s  in t h i s  s t a t e .  The f o l -
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l owi ng c o n c l u s i o n s  seem to be a p p r o p r i a t e :

1. P u b l i c  school  p e r s o n n e l  a r e  not  w e l l - v e r s e d  in t he  
f i e l d  of  i n s u r a n c e  p r o t e c t i o n .

2.  School  p e o p l e  d e s i r e  g u i d a n c e  and t r a i n i n g  in t he  
use o f  ins u r a n e e .

3.  S e c u r i n g  a d e q u a t e  and p r o p e r  i n s u r a n c e  cover age  is 
a ma j or  a d m i n i s t r a t i v e  p r ob l e m.

A. T h e r e  appear s  t o  be v e r y  l i t t l e  u n i f o r m i t y  in t he  
s c h o o l s '  p r a c t i c e s  o f  h a n d l i n g  f i r e  i n s u r a n c e .

5.  School  p r o p e r t y  u s u a l l y  q u a l i f i e s  as a p r e f e r r e d  
r i s k .

6 .  Those s t a t e s  c u r r e n t l y  o p e r a t i n g  p u b l i c  school  
i n s u r a n c e  programs have been s u c c e s s f u l  w i t h  such 
p rog r a ms .

7.  C u r r e n t l y - o p e r a t i n g  s t a t e  p l ans  a r e  l ess  e x p e n s i v e  
t han compa r a b l e  commer c i a l  p r o t e c t i o n .

8 .  A s t a t e w i d e  p u b l i c  i n s u r a n c e  p r o g r a m  f o r  t h e  p u b l i c  
s c h o o l s  w o u l d  b e  e c o n o m i c a l l y  p o s s i b l e  i n  M o n t a n a .

9., Such a progr am in Montana woul d r e q u i r e  l e g i s l a t i v e  
a p p r o v a I *

1 0 .  S o me  s c h o o l  d i s t r i c t s  p r e s e n t l y  f a v o r  a p u b l i c  
s c h o o l  i n s u r a n c e  p r o g r a m .

S i n c e  r e p o r t e d  f i r e  l o s s e s  t o  s c h o o l s ,  a s  s h o w n ,  

h a v e  a v e r a g e d  o n l y  a b o u t  t w o  h u n d r e d  f i f t y  t h o u s a n d  p e r  

y e a r  o v e r  t h e  p a s t  t e n  y e a r s ,  i t  s e e m s  p r o b a b l e  t h a t  t h e  

s c h o o l s  w o u l d  g e n e r a t e  a s u b s t a n t i a l  s a v i n g s  b y  a d o p t i n g  a 

s t a t e  i n s u r a n c e  p r o g r a m .  A p l a n  s u c h  a s  t h e  o n e  o u t l i n e d  

i n  t h i s  s t u d y  s h o u l d  b e  a d e q u a t e  t o  p a y  a l l  l o s s e s  a n d



o p e r a t i n g  expenses w i t h  a r e a s o n a b l e  mar gi n  o f  s a f e t y  

f i n a n c i a l l y .

R e c o m m e n d a t i o n s

I t  i s t he  recommendat i on o f  t h i s  w r i t e r  t h a t  Montana  

adopt  a. s t a t e  p u b l i c  f i r e  i n s u r a n c e  program f o r  t he  school s  

of  Mont ana .  S e v e r a l  r ecommendat i ons r e l a t e d  s p e c i f i c a l l y  

t o  t h i s  program a r e  p r e s e n t e d ,  as f o l l o w s :

1.  The i n i t i a l  one y e a r  p l a n n i n g  p e r i o d  is e s s e n t i a l  t o  
the.  p r o g r a m' s  e f f i c i e n t  o r g a n i z a t i o n  and e a r l y  
o p e r a t i o n .

2.  The D i r e c t o r ' s  s a l a r y  must  be s u f f i c i e n t  t o  a t t r a c t  
a w e l l - q u a l i f i e d  i n d i v i d u a l ,  and h i s  p o s i t i o n  shoul d  
be a p p o i n t i v e  and not  p o l i t i c a l .

3 .  The r e s e r v e  fund must  be s a f e g u a r d e d  f rom r a i d s  by 
o t h e r  s t a t e  a g e n c i e s .

b . The r e s e r v e  fund must  be b u i l t  up t o t he  r e q u i r e d  
l e v e l  b e f o r e  t h e r e  is any r e d u c t i o n  in premium 
r a t e s .

5.  A ma j or  f u n c t i o n  o f  t h e  D i v i s i o n  shoul d  be t o p r o ­
v i d e  r i s k  management  t r a i n i n g  and a d v i c e  to the  
l o c a l  school  d i s t r i c t s .

6 .  An e d u c a t i o n a l  program sho u l d  be e s t a b l i s h e d  to 
enhance t he  knowl edge o f  school  p e r s o n n e l  in r e g a r d  
t o  i n s u r a n c e  p r o c e d u r e .

7.  The program shoul d  be e v a l u a t e d  on a c o n t i n u i n g  
b a s i s  t o  i mprove and e n l a r g e  t he pr ogr am as n e e d e d .

8.  Local  school  p e r s o nne l  shoul d  be a c t i v e l y  engaged 
in t he  prog ram.

S i nce  t h e r e  appear s  t o be a l a c k  of I n f o r m a t ion a t
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t he  l o c a l  l e v e l , and s i n c e  most  school  p e r s o n n e l  a r e  not  

w e l l - v e r s e d  in t he  i n s u r a n c e  f i e l d ,  i t  is recommended t h a t  

f u r t h e r  r e s e a r c h  be c a r r i e d  on in t he  f o l l o w i n g  a r e a s :

1. A s i m i l a r  s t udy  o f  o t h e r  t ypes  o f  school  i n s u r a n c e ,  
such as l i a b i l i t y  and t r a n s p o r t a t i o n ,  be c o n d u c t e d .

2.  The d e s i r a b i l i t y  o f  i n c l u d i n g  a l l  s t a t e  p r o p e r t y  in 
such a program be i n v e s t i g a t e d .

3.  Th a t  a u n i f o r m  r e c o r d i n g  system be dev e l o pe d  f o r  
use by a l l  school  d i s t r i c t s .

4.  An i n v e s t i g a t i o n  be made i n t o  t he use o f  s a f e t y  
d e v i c e s ,  such as o u t s i d e  a l a r m s ys t ems ,  t o  reduce  
t he  amount  o f  l o s s e s .
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F I RE INSURANCE PROGRAM QUESTIONNAIRE 
MONTANA PUBLIC SCHOOL SYSTEMS

Name o f  School  System_________________________________ _ D a t e ________

Count y__________________________

The f o l l o w i n g  q u e s t i o n s  deal  w i t h  t he  school  d i s t r i c t  as a 
w h o l e .  These q u e s t i o n s  a r e  concer ned w i t h  co v e r a ge  f o r  a I I 
b u i l d i n g s  and t he  c o n t e n t s  o f  a l l  b u i l d i n g s  in t he  e n t i r e  
school  d i s t r i c t .  The answer's shoul d  be secur ed  f rom t he  
i n s u r a n c e  r e g i s t e r  or  f rom t he  p o l i c i e s  where a p p r o p r i a t e .  
Pl e a s e  use t he  back o f  each s h e e t  f o r  answers t h a t  may 
r e q u i r e  a d d i t i o n a l  space .

1. What is t he  t o t a l  v a l u e  o f  a l l  school  b u i l d i n g s  and 
c o n t e n t s  in your  school  d i s t r i c t ?

B u i l d i n g s  $____ ' __________  Cont e nt s  $________________ _____

2.  What is your  c u r r e n t  o p e r a t i n g  budget  f o r  t he  academi c  
y e a r  1969- 70?

3,  How much o f  t h i s  budget  is a l l o c a t e d  f o r  f i r e  i nsur anc e?

4.  How many b u i l d i n g s  a r e  u t i l i z e d  in your  d i s t r i c t ? ______

5.  What is t he  c u r r e n t  r a t e  now pa i d  by your  d i s t r i c t  f o r  
f i r e  i nsur anc e?

6.  How was t h i s  r a t e  a r r i v e d  a t ? __________

( I f  by f o r m u l a ,  what  i s t he  f o  rmuI  a ? ) _ ______________________

7.  Are your  b u i l d i n g s  i n s u r e d  as i ndepe ndent  r i s k s  or  under  
a b I a n k e t  p o I ? c y ?
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8.  What is t he  t o t a l  amount  o f  f i r e  i n s u r a n c e  cover age?

B u i l d i n g s  $ ______ _̂________  Cont e nt s  $

9 .  S p e c i f y  t he  t ypes  and amounts o f  ex t end ed  c o v e r a g e :

Type Amounts

10,  What  is t he  t o t a l  amount  o f  annual  premiums now bei ng  
pa i d  by your  d i s t r i c t  f o r  t he  f o l l o w i n g  t ypes  o f  
i n s u r a n c e  p r o t e c t i o n ?

a). F i r e  i n s u r a n c e  on:

1.  B u i l d i n g s  $_________ ' _________

2.  Co n t e n t s  $......... ...............................

3.  Combined under  b l a n k e t  p o l i c y  $ _______ ______

b ) Ext ended c o v e r a g e :

I . $ ______ ;_________ f o r  what  t y p e ? ________________

2.  $..................................  f o r  what  t y p e ? ____________ '

11.  What  i s t he  n e a r e s t  a p p r o x i m a t e  p e r c e n t a g e  o f  you r 
i n s u r a n c e  cover ages  a c c o r d i n g  t o  t ypes and p o l i c y
p e r i o d s ,  as f o l l o w s :

B u i l d i n g s Cont ent s

a)  O n e - y e a r  t er m % %

b ) T h r e e - y e a r  t erm % %

c ) F i v e - y e a r  t er m ...............  % %

12,  Gi ve  t h e  t o t a l  amount  o f  your  f i r e  l osses by t ypes and 
by y e a r s  as i n d i c a t e d :



Bui l d i n g s

1960 .....................

1961 ______________

1962 ______________

1963 _____________

1964 ................................

1965 ' ' ' ' ________

1966 .............................

1967 ' '________ '

1 9 6 8 ' .....................

1969 ' ' '

13.  Gi ve  t he  t o t a l  amounts o f  y ou r  i n s u r a n c e  r e c o v e r i e s  by 
y e a r  f o r  t he  t en y e a r s :

F i r e  Losses Recovered Ext ended Coverage
Recove red

1960 ' ' '______________________  ________________________

1961  '  ___________________________________________________________  ____________________________________________________________________

1962 ' ________ ;_________ __________  ___________________________

1963 ___________________________  ________________________ _

1964 ' ' ____________________ _____________________

1 965 .................. ............. .........................  ......................................................

1966 ................... ...................

1 9 6 ?  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . . . . . . . . . . . . . ' ' _ _ _ _ _ _ _

1968 .......................................................  ' ___________________________

1969   .................................................

Ext ended Premiums
Cover age Pai d
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14. In d e t e r m i n i n g  t he  amounts o f  f i r e  i n s u r a n c e  to be 
p l a c e d  on your  school  p r o p e r t y ,  what  method is used t o  
a r r i v e  a t  t he  f u l l ,  sound or  t r u e  v a l u e  o f  you r  p r o p e r t y ?

a .  By whom?_____________ _______________ How f r e q u e n t l y ? __________

b . I f  by an a p p r a i s a l  f i r m ,  g i v e  name and a d d r e s s : _________
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15.  How is t he  i n s u r a b l e  v a l u e  o f  t he  c o n t e n t s  o f  your  b u i l d -  
i ng d e t e r m i n e d ?

a .  By t a k i n g  i n v e n t o r y ?  Yes____No____ I f  so,  by whom?_______

.................................... ' ________ b.  How f r e q u e n t l y ? ______________

16,  What  p r o p o r t i o n a l  amounts o f  your  f i r e  and ex t end ed  
c o v e r a g e  I n s u r a n c e  is p l a c e d  w i t h :

a .  Mut ual  i n s u r a n c e  compani es _______________%

h . St ock  i n s u r a n c e  compani es '_______________ %

c . Othei -----S p e c i f y : _____________________________ _______________ X

17.  I f  your  payments a r e  made t o  commer c i a l  i n s u r a n c e
compani es as p o l i c y  premiums f a l l  d u e , i s a p p r o x i m a t e l y  
t he  same amount  pa i d  each year ?  Yes_____ No_____

18.  How do you d i s t r i b u t e  you r  i n s u r a n c e  b u s i n e s s :  (a)  com­
p an i es  ( b ) age n t s  (Check a p p r o p r i a t e  answer s)

a . To Compani e s :

1. Let  l o c a l  agent s  choose compani es .  ______
2.  Use a r a t i n g  system such as B e s t ' s . ______
3 .  The Board o f  E d u c a t i o n ,  S u p e r i n t e n d e n t ,  or  bus i ne ss

manager  a l l o c a t e s  p o l i c i e s  t o compani es .  ______
4.  The Board o f  E d u c a t i o n  s e t s  up c e r t a i n  c r i t e r i a ,

such as s i z e ,  l i q u i d i t y ,  r e s e r v e s ,  e t c . ,  as a 
ba s i s  f o r  s e l e c t i o n .  ______

5.  The Board o f  E d u c a t i o n  asks f o r  b i d s .  ______
6.  Ot her? ( D e s c r i b e )  ....................... .......................................................
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4.  I n s u r a n c e  bus i ne ss  is d i s t r i b u t e d  t o a l l  l o c a l

19.  I f  y our  d i s t r i c t  uses a s e t  o f  forms f o r  r e c o r d  keep i ng  
f o r  t he  i n s u r a n c e  pr ogr am,  k i n d l y  a t t a c h  c o p i e s .  I f  an

b.  Jo Local  Agent s :

1.  U n c o n t r o l l e d  d i s t r i b u t i o n .  ______
2.  Ask a l l  l o c a l  agent s  t o  work w i t h  t he  Board

in d e t e r m i n i n g  d i s t r i b u t i o n .  ______  .
3.  Board s e t s  up e l i g i b i l i t y  r e q u i r e m e n t s  and

t hen a l l o c a t e s  bus i ne ss  t o  l o c a l  ag e n t s  who 
meet  t he s e  r e q u i r e m e n t s .  ______

4.  I n s u r a n c e  bus i ne ss  is d i s t r i b u t e d  t o a l l  l o c a l
agent s  on an equal  b a s i s .  ______

5.  Tend t o  c o n t i n u e  t he  same agent  s i n c e  t he  
s e r v i c e  has been s a t i s f a c t o r y .  _ _ _ _ _

6.  D i s t r i b u t i o n  is made by s u p e r i n t e n d e n t  or
bus i ne ss  manager .  _____ _

7.  Othei — S p e c i f y :  ________________________________________

19.  I f  y our  d i s t r i c t  uses a s e t  o f  forms f o r  r e c o r d  keep I 
f o r  t he  i n s u r a n c e  pr ogr am,  k i n d l y  a t t a c h  c o p i e s .  I f  
i n s u r a n c e  r e g i s t e r  is used,  p l e a s e  g i v e  a b r i e f  
d e s c r I p t  i on .

I f  no syst em is used o t h e r  t han f i l i n g  a l l  o f  t he  
p o l i c i e s  in one p l a c e ,  p l e a s e  c h e c k . '

20 .  Do you check a l l  p o l i c i e s  f o r  con cur r e nc y ?  Yes___  No

21.  C o n s i d e r i n g  t he  s i z e  and t ype  o f  c o n s t r u c t i o n ,  what  per  
c e n t  o f  your  b u i l d i n g s  have no i n s u r a n c e  a t  a l l ?

S I ze Type o f  C o n s t r u c t i o n  % Not Insu red

One-Room B u i l d i n g s  Frame . ______ '_____%
B r i c k  or  s t one  ______________ %
Ho l l o w Bl ock %

Two-Room Frame __ _____________%
B r i c k  or  s t one  _______________ %
Ho l l ow b l o c k  %

T hr e e  or  More Rooms Frame _______________ %
B r i c k  or  s t one  ___________  %
Ho l l o w Bl ock _______________ %
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22 .  Do you use a c o - i n s u r a n c e  p l a n  Yes _ No _____

What c o - i n s u r a n c e  p e r c e n t a g e  do you use?
______ 60% ______ 70% ______ 80% ______ 90% ______ % Ot her

23 .  I f  you do not  use c o - i n s u r a n c e ,  what  p e r c e n t a g e  o f  t he  
t r u e  and a c t u a l  v a l u e  o f  t he  p r o p e r t y  is i nsur ed?
______________ %

24 .  Answer  q u e s t i o n  23 w i t h  r e s p e c t  t o  c o n t e n t s : _____________%

25.  Does your  Board have any e d u c a t i o n a l  p o l i c i e s  t h a t
a s s i s t  you in h a n d l i n g  t he  i n s u r a n c e  program f o r  your  
d i s t r i c t ?  Yes ■ No _____

2 6 . I f  you have s u f f e r e d  any l osses  cover ed by i n s u r a n c e ,  
what  has been you r e x p e r i e n c e  w i t h  t he compani es in 
maki ng s e t t l e m e n t s ?

E x c e l l e n t  ; Good______ ; F a i r ______ ; Poo r_______

27 .  Do you t h i n k  you r e c e i v e  maximum p r o t e c t i o n  f o r  each 
premi um d o l l a r  spent  f o r  i ns ur a nc e ?

Yes No U n c e r t a  i n

28 .  A d d i t i o n a l  Comments:
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Ja n ua r y  27 , 1970

Dea r

I am c u r r e n t l y  c o n d u c t i n g  a s t udy  under  t he  s u p e r v i s i o n  o f  
Dr .  Rober t  Th i beau I t , C o l l e g e  o f  E d u c a t i o n ,  and Dr .  Harvey  
L a r s o n ,  D i r e c t o r ,  School  o f  Commerce, Montana S t a t e  U n i v e r ­
s i t y .  T h i s  s t udy  i s des i gn ed  t o  exami ne t he  co s t  of  f i r e  
i n s u r a n c e ,  and t he  p o s s i b i l i t y  o f  e s t a b l i s h i n g  a s t a t e  f i r e  
i n s u r a n c e  program f o r  the.  p u b l i c  school  systems in Mont ana .

I t  is i m p e r a t i v e  t h a t  I o b t a i n  i n f o r m a t i o n  f r om your  school  
d i s t r i c t  in o r d e r  t o  de v e l o p  a compo s i t e  s t a t e  p i c t u r e .  I 
r e a l i z e  t h a t , t h e  bes t  appr oach woul d be t o  v i s i t  each 
d i s t r i c t  and s ea r ch  out  t he  i n f o r m a t i o n  m y s e l f ,  but  due t o  
t he  d i s t a n c e s  i n v o l v e d ,  t he  number o f  d i s t r i c t s ,  and t he  
cos t  i t  i s v i r t u a l l y  i m p o s s i b l e  f o r  me t o  do so.  Thus,  
i t  appear s  t h a t  I must  r e l y  upon t he  good w i l l  and co­
o p e r a t i o n  o f  t hose  who work w i t h  t he  f i r e  i n s u r a n c e  
programs in t he  d i s t r i c t s  i n v o l v e d .

T h e r e f o r e ,  I am e n c l o s i n g  a q u e s t i o n n a i r e  whi ch deal s,  w i t h  
school  f i r e  i n s u r a n c e  pr ogr ams.  I f u l l y  r e a l i z e  t h a t  t h i s  
may p l a c e  some i m p o s i t i o n  upon y o u r  o f f i c e ,  but  I s i n c e r e l y  
b e l i e v e  t h a t  t h i s  s t udy  co u l d  be b e n e f i c i a l ,  not  o n l y  to  
you r d i s t r i c t  but  t o  t he  e n t i r e  S t a t e  of  Mont ana as w e l l .  
The q u e s t i o n n a i r e  may appear  somewhat  l e n g t h y ,  but  t he  
answers a r e  s h o r t  and shoul d r e q u i r e  a minimum of  t i m e . t o  
c o m p l e t e .

A s t udy  o f  t h i s  t y p e  cou l d  ( I )  i n i t i a t e  a s i g n i f i c a n t  
s a v i n g s  f o r  a l l  school ,  d i s t r i c t s  in t he  s t a t e ,  ( 2)  act  as 
an i n c e n t i v e  f o r  commer c i a l  compani es to.  r e - e x a m i n e  t h e i r  
own r a t e s , (.3) p r e s e n t  a c l e a r  s t a t e - w i d e  p i c t u r e  o f  f i r e
i n s u r a n c e  p r a c t i c e s  now bei ng u t i l i z e d ,  and ( 4)  p r e s e n t  
t he  a d m i n i s t r a t o r  w i t h  t he  f a c t s  n e c essa r y  t o  u p - d a t e  
c u r r e n t  p r a c t i c e s .
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In summary,  I woul d be v e r y  a p p r e c i a t i v e  i f  you would  
compl e t e  t he  e n c l o s e d  q u e s t i o n n a i r e  and r e t u r n  i t  to me 
as soon as p o s s i b l e .  P l e a s e  use t h e  e n c l o s e d  s e l f -  
a d d r e s s e d ,  stamped e n v e l o p e  f o r  you r  r e t u r n .  Your  i n f o r  
mat ion w i l l  o n l y  be used f o r  c o m p i l a t i o n  o f  a f a c t u a l  
p r o f i l e  o f  c u r r e n t  p r a c t i c e s .  Any s u g g e s t i o n s  you mi ght  
ca r e  t o  o f f e r  w i l l  be a p p r e c i a t e d .  At  t he c o n c l u s i o n  of  
t he  s t udy  a summary o f  t he  f i n d i n g s  and r ecommendat i ons  
w i l l  be s en t  t o  y o u .

S i n c e r e l y ,

H a r o l d  H. Hol en  
School  o f  Commerce

Enc.
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March 6,  1970

Dear

A few weeks ago you r e c e i v e d  an i n s u r a n c e  q u e s t i o n n a i r e  
c o n c e r n i n g  t he  p r o p e r t y  in your  school  d i s t r i c t .  Perhaps  
you have a l r e a d y  compl e t ed  i t  and l a i d  i t  a s i d e  f o r  f u t u r e  
m a i l i n g .  I f  so,  t h i s  l e t t e r  i s i n t e n de d  as a f r i e n d l y  
r e mi n d e r  t h a t  we woul d be v e r y  p l e a s e d  i f  you woul d r e t u r n  
i t  t o  u s .

Ho we v e r , you may have been t oo  busy w i t h  your  o t h e r  d u t i e s  
t o  compl e t e  t he  q u e s t i o n n a i r e .  I would suggest  t h a t  you 
mi ght  be a b l e  t o compl e t e  i t  b e f o r e  o t h e r  a p p r o a c h i n g  
a c t i v i t i e s ,  such as t he  b u d g e t ,  a r e  upon you .  A few 
mi nut es  o f  your  t i me  is a l l  t h a t  i s r e q u i r e d .

I t  i s p o s s i b l e  t h a t  you w i l l  be i n t e r e s t e d  i n t he  f i n d i n g s  
o f  t h i s  s t u d y ;  but  f o r  t he  r e s u l t s  t o  p r e s e n t  a t r u e  p i c t u r e  
o f  i n s u r a n c e  p r a c t i c e s  in Mont ana ,  i t  is most  i m p o r t a n t  t h a t  
a l l  t he  school  systems be i n c o r p o r a t e d  in t he  s t u d y .  The 
r e s u l t s  o f  t h i s  s t udy  w i l l  be made a v a i l a b l e  t o  you s h o r t l y  
a f t e r  i t  i s c o m p l e t e d .  However ,  t o  make t he  s t udy  v a l i d  
i t  is ne c e s s a r y  t h a t  e v e r y o n e  c o mp l e t e  t he  q u e s t i o n n a i r e .

I f  i t  i s a t  a l l  p o s s i b l e  f o r  you t o  do so,  p l e a s e  compl e t e  
and r e t u r n  t he  q u e s t i o n n a i r e  as soon as p o s s i b l e ,  p r e f e r ­
a b l y  by March 20 ,  1970.  For  you r  c o n v e n i e n c e  I have  
e n c l o s e d  a n o t h e r  copy of  t he  q u e s t i o n n a i r e .

S i n c e r e l y ,

H a r o l d  H. Hol en  
School  of  Commerce

Enc .
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A p r M  17,  1970

Dear

Las t  month you r e c e i v e d  an i n s u r a n c e  q u e s t i o n n a i r e  about  
f i r e  and e x t e n d e d  cov e r a ge  on y o u r  d i s t r i c t ' s  school  
p r o p e r t y .  T h i s  l e t t e r  is i n t e n d e d  as a f r i e n d l y  r emi nder  
t h a t  I have not  r e c e i v e d  a r esponse  f rom your  d i s t r i c t .

I r e a l i z e  t h i s  is a busy t i me  o f  y e a r  f o r  you and your  
s t a f f .  Howev er , a l l  I ask is a few m i n u t e ' s  t i me  f rom you 
or  your  c l e r k .  To make t h i s  s t udy  as compl e t e  and compre­
h e n s i v e  as p o s s i b l e  I am a g a i n  s o l i c i t i n g  your  c o o p e r a t i o n .

Both t he  S t a t e  A s s o c i a t i o n  of  School  A d m i n i s t r a t o r s  and t he  
S t a t e  A s s o c i a t i o n  o f  I n s u r a n c e  Agent s  have e x p r e s s e d  c o n s i d ­
e r a b l e  i n t e r e s t  in t h i s  s t u d y .  in o r d e r  t o  p r e s e n t  an 
o b j e c t i v e  and t hor ough r e p o r t  t o  t hose  concer ned i t  is 
i m p e r a t i v e  t h a t  as many r e t u r n s  as p o s s i b l e  be i n c l u d e d .

H o p e f u l l y ,  t he  f i n d i n g s  w i l l  be o f  he l p  t o bot h t he school  
a d m i n i s t r a t o r s  and t he  i n s u r a n c e  p e o p l e .  C o n s i d e r i n g  t he  
c u r r e n t  s t a t e  o f  s o c i a l  u n r e s t  t h r o u g h o u t  t h e  n a t i o n  and 
t he  somewhat  depr e ssed  economi c a c t i v i t y ,  i t  i s i m p e r a t i v e  
t h a t  those,  o f  us engaged in e d u c a t i o n  a t t e m p t  t o  f i n d  
e q u i t a b l e  s o l u t i o n s  t o some of  t he  economi c and s o c i a l  
pr obl ems whi ch now c o n f r o n t  us.

At  t he  p r e s e n t  ove r  one hundred t h i r t y  r e t u r n s  have been 
r e c e i v e d  out  o f  s l i g h t l y  o v e r  two hundred m a i l e d .  Th i s  
number is s u f f i c i e n t  t o  p r o v i d e  much o f  t he  i n f o r m a t i o n ,  
but  I t  woul d be more a c c u r a t e  i f  e ve r yone  woul d p a r t i c i ­
p a t e .  T h e r e f o r e ,  I am t a k i n g  t h i s  o p p o r t u n i t y  t o  r eq ue s t  
your  c o o p e r a t i o n  and a s s i s t a n c e  in t h i s  p r o j e c t .

S i n c e r e l y ,

Ha r o l d  H. Hel en  
School  o f  Commerce
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