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The Protection of General Insurance

EVERYONE who owns property is under the risk

of losing it by fire, theft, storm or other malign acts
of men or of nature. Only beach-combers and vaga-
bonds are free of concern about such things. Even they,
by the very act of living, have certain legal obligation
to reimburse others for damage they cause.

General insurance is our protection against catastro-
phe. It is the shock absorber of industry and the in-
dividual. The farmer with his crop ripening in his
fields rests easy because it is insured against hail; the
furrier with thousands of dollars’ worth of furs in his
loft knows that his insurance protects him against
financial ruin by fire or theft; the home owner who
carries adequate insurance need not fear financial
disaster by fire, burglary, or public liability.

So widely are the advantages of general property
insurance accepted that, as was shown by a consumer
education study of the National Education Association
in 1946, more families in the United States have the
protection of property insurance than of life insurance.

We recognize pretty generally a wide variety of risks
against which it would be advantageous to have pro-
tection, but there is still a surprisingly large number of
chances we take. There are four principal motivations
in our disregard of insurance protection: the "it won’t
happen to me" feeling; ignorance of the fact that we are
exposed to risk; unawareness of the fact that the pro-
tection we need is readily available; and procrastination.

More might be done to remedy this state of affairs by
the insurance companies. They could tell through
organs of public information and education what
catastrophes may be averted or remedied. They should
do this in non-technical language, and they should
simplify their contracts in length, manner of expression
and arrangement. Some of the quaint wording in
marine insurance policies has been preserved of neces-
sity, because it has been subjected to repeated inter-
pretation by courts of law, and its meaning is now

considered definite. But insurance agents should be
qualified and eager to tell the applicant in his own
language precisely what protection is offered.

We cannot hedge against every possibility of loss, but
we can analyze our situation, estimate the risks, cal-
culate the cost of covering each risk by insurance, and
then choose what ones to cover. Prudent persons will
want to insure against any occurrence that would wipe
them out financially or cause them a major set-back.
After making sure of this primary protection, insurance
against minor misfortunes can be taken as purely a
matter of choice.

The sort of insurance this Monthly Letter is about is
called, roughly, fire and casualty insurance. It includes
all kinds of insurance except ocean marine and life.

The "why" of insurance
Insurance lifts a great load from the minds of the

people who are protected by it. It removes the dread
that some accident will throw a heavy or fatal financial
load on their shoulders. It encourages those who em-
bark upon pioneer ventures by giving them, as it were,
elbow-room in their investment operations.

The principle behind insurance protection is that
what are uncertainties to the individual can be made
certainties for the group. Take fire insurance as an
example. It cannot be known whether a particular
property will be burned down, but there is reasonable
certainty, based upon statistical experience, that about
the same proportion of all similar property exposed to
fire will be burned in a year.

By the collection of data on the frequency and magni-
tude of losses in the past we can construct a measure of
the frequency with which such losses will occur in the
future. Thus, we apply the principles of probability to
economic risks. We base our insurance needs on statisti-
cal measures of risk instead of on casual or inspired
estimates and guesses.




