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WASHINGTON 

TO: JIM CANNON 
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Here is the State Analysis on 
No-Fault. I prepared this with 
Jim Falk's help. 

I have given a copy to Jim Lynn. 

cc: Dick Parsons 
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Status of State Action on No-Fault Auto Insurance 

Sixteen states, plus Puerto Rico, have enacted no-fault 
automobile insurance laws that meet the tough definition 
adopted by the Department of Transportation. 

To qualify under the Department's definition of no-fault, 
the state law must have two essential elements: (1) the 
substitution (not simply the addition of) 11 first party, 
no-fault"* insurance for third party liability insurance; 
(2) some significant degree of restriction on tort recovery. 

The following have such a law: 

Puerto Rico 
Massachusetts 
Florida 
New Jersey 
Michigan 
Connecticut 
New York 
Utah 
Kansas 
Nevada 
Hawaii 
Colorado 
Georgia 
Minnesota 
Kentucky 
Pennsylvania 
North Dakota 

(1969) 
(197 0) 
(1971) 
(1972) 
(1972} 
{1972) 
(1973) 
(1973) 
(1973) 
(1973) 
(1973) 
(1973) 
(197 4} 
(1974) 
(1974) 
(1974) 
(1975) 
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There are, however, vast differences among the laws adopted 
in the above states in terms of benefit levels, tort threshold 
and other factors. 

These laws cover over 42% of all licensed drivers and will rise 
to well over 50% if California passes a no-fault law. However, 
only the Michigan law (covering 5.7% of drivers) conforms with 
all the standards in the DOT proposed federal law. 

Nine other states have adopted auto insurance reform, which are 
sometimes called "no-fault". In some cases, these plans require 
that first party insurance be carried by drivers in addition to 

* "First party" means that there should be a contractual relation­
ship between the victim and his insurer as to the kind and amount 
of benefits to be received. "No-fault" means that the loss is 
not to be shifted by inter-insurer subrogation according to the 
existing loss transfer rules of tort liability. 
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liability insurance and in other cases the law simply provides 
that no-fault be offered to the driver at his option. None of 
the plans ~estrict the right to sue and in most cases there is 
no restriction against the victim collecting from both his own 
first party insurance and the party at fault by suing in court. 
The following states fall into this category: 

Outlook 

Delaware 
Oregon 
South Dakota 
Maryland 
Virginia 
Wisconsin 
Arkansas 
Texas 
South Carolina 

(1971) 
(1971) 
(1971) 
(1972) 
(1972) 
(1972) 
(1973) 
(197 3) 
(1974) 

Every State legislature has had no-fault reform before it at 
least once-. Illinois enacted a no-fault law in 1971, but that 
v1as later declared unconstitutional. A no-fault law vlas passed 
by the legislature in Ne\V' Hampshire but \vas vetoed by the Governor. 

Most states not having no-fault will consider proposals during this 
year's legislative session. Maine and North Carolina may pass no-

'; fault la\vs this year but it is not likely that they will meet the 
DOT standards. 

·• 

California is the key state-in terms of the number of_licensed 
drivers covered and there i~ likelihood that action by California 
would set a trend. Many other western states would be likely to 
follow California's lead if action is taken. Due to a change in 
the leadership in the California legislature the no-fault bills 
are moving slowly but nevertheless there is movement and consider­
able behind the scenes activity. No one can predict when Califor~ 
nia will act but the prospects for action this year are good. 



THE WHITE HOUSE 

WASHINGTON 

April 30, 1975 

MEMORANDUM FOR: MIKE DUVAL 

FROM: JIM CANNON 

SUBJECT: No Fault 

Secretary Coleman sent me the attached material on the States ex­
perience with no-fault auto insurance. 

This may be helpful in the preparation of your memorandum. 

Attachment 
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States possessing "true" no-fault laws ~-~~-

}~~~ 
State Year enacted 

Hassachusetts 1970 
Florida 1971 

NeYr Jersey 1972 

Hichigan 1972 

Connecticut 1972 
New York 1973 
Utah 1973 

Kansas 1973 
Nevada 1973 
Ha\'.;aii 1973 
Colorado 1973 
Georgia 1974 
Hinnesota 1974 
Kentucky 1974 
Pennsylvania 1974 

-~hreshold fox 
,-. ...~~ '- .1 Cornrnep~ Y ---~- ~:·~c,~·--~ Econom.i,.... T.r-.c::-c::-

$2,000 
5., 000 

·-
Unlimited 
medical 

Unlimited 
medical 
5,000 

.50,000 
2,000 

4,000 
10,000 
15,000 
25,000 
5,000 
2,000 
1,000 
1,500 

40% savings realize 
Initial 15% savings 
Later declared in pa 
unconstitutional. 
25% premium reducti' 

(see Attachment C) 

10% savings • 
19% savings. 
Cost data not yet 
avaiible. 
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A number of other states have adopted various other auto 
reforms which are sometimes called "no-fault." In some cases, 
these plans require that first party insurance be carried by 
drivers in addition to liability insurance; in other caqes, they 
simply require that such insurance be offered to drivers. None 
of the plans restrict the right to sue. In most cases, there 
is no restriction against a victim collecting from both his 
own first party insurance and from others involved {if he can 
prove negligence). These plans are sometimes referred to as 
"pseudo no-fault" or ''add-on" plans. States falling into this 
category include: 

Delaware 
Oregon 
South Dakota 
l1aryland 
Virginia 
Wisconsin 
Arkansas 
Texas 
South Caro1ina 

(1971) 
(1971)" 
(1971) 
(1972) 
(1972) 
(1972) 
(1973) 
(1973) 
(1970) 

Ih several of these states, e.g. Haryland, premium costs 
risen because of the legislation. 
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\ ' .. 
Analysis of First-Year Experience \'lith Hichigan' s t.Jo-Faul t 
La'iV 

(Excerpts from a paper prepared by the 11ichigan Association 
of Insurance Companies for the 1'-iichigan legislature) 

The provision of unlimited no-fa~lt medical and rehab­
ilitation benefits (similar to s;-354) has been a 
dramatic improvement over the fault system, especially 
for the seriously injured. In the first year of no­
fault, more than 135,000 pe~sons were injured and 
1,800 killed in Michigan as a result of motor vehicle 
accidents. In all of these injuries and deaths all 
medical and hospital costs plus income loss benefits 
have been paid, except to the extent that other benefits 
(e.g. health care, social security) Here involved. 
Under the fault system about half of those injured 
would have been able to collect from someone else. 

Hichigan motorists have had considerable premium cost 
savings_, although the actual cost effect of the la\'1 
cannot be established because of the uncertainties 
regarding whether or not the la\1 \V'ill be upheld under 
the state's constitution and the resulting reluctance 
by companies to completely adjust premiums to no-fault. 

Those drivers with sma"tler income loss exposure (e.g. 
young drivers, those with low incomes and retirees) 
enjoyed larger than average premium reductions. 

Some motorists who have been in accidents and hav~­
been prevented from suing negligent drivers have re­
acted angrily to the no-fault law. 
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THE SECRETARY OF TRANSPORTATION 

WASHINGTON, D.C. 20590 

MEMORANDUM FOR HONORABLE JAMES M. CANNON 

APR 3 0 1975 

Assistant to the President for Domestic Affairs 

SUBJECT: No-Fault Auto Insurance Experience in the States 

Some 16 States have enacted no-fault insurance laws that can be said 

to comport reasonably well with the original recommendations of the 

Department of Transportation 1 s Auto Insurance Study. Where we have 

had sufficient experience with these plans, the results have been over­

whelmingly favorable, and their public and political acceptability has 

been proven conclusively. 

Attachment A to this memorandum consists of three charts. The first, 

prepared by my staff, shows the average premium reduction in the year 

of implementation for all of the States where this information is available. 

As you can see, they range from 57o/o reduction in Massachusetts to 

lOo/o in Connecticut and Kentucky. While industry•wide data are not yet 

available for some no-fault States, I asked two of the largest auto insurers 

(State Farm and Aetna) to provide me with typical actual insurance 

premiums charged by them before and after the introduction of no-fault. 

These are shown on the second and third tables. While not exactly 

comparable (State Farm 1 s premiums include the physical damage cover­

ages), these tables illustrate clearly the kind of real-world savings, 

ranging up to 30o/o, being realized by drivers in no-fault States even in 

the face of upward inflationary pressures on accident loss costs generally. 

Startling as these cost reductions are, they do not by any means reflect 

the real value of no-fault reform to the motoring public. No-fault 1 s chief 

value lies in the far greater benefits it confers on accident victims and 

in the certainty and universality of insurance coverage for all. For 

example, in Michigan and New Jersey automobile accident victims have 

unlimited medical, hospital and rehabilitation cost protection. Compare 

this to the finding of the Department1 s Insurance Study that only 45o/o of 

seriously injured accident victims received any compensation at all from 

the tort system, and that even these victims on the average received 

compensation for only one-third of their direct out-of-pocket losses. 

(I am attaching copies of recent repor t s from New York and Michigan 

detailing the experience of these States with no-fault. ) 

In terms of no-fault 1s acceptance by the public, by accident victims, and 
' () 

( . 
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by working level insurance managers, the reaction has been over­
whelmingly favorable. For example, after more than a year's 
experience with no-fault, the Florida Agents Association polled its 
membership on the impact of the new system. Ninety-six percent 
said that no-fault served the public better, that 91% of the public 
preferred no-fault, and that 92% believed that the companies performed 
better. (A copy of the report is attached. ) Similar surveys in other 
no-fault states confirm these results. 

Have there been any unfavorable experiences with no-fault? With 
respect to the compensation of personal injury losses, the answer is 
definitely no. In those States which enacted no-fault for physical 
damage (i.e., vehicle) losses, there were some reasonably significant 
problems in terms of public understanding and acceptance. Even these, 
however, have been largely overcome (in Florida by abandoning no-fault 
physical damage, and in Massachusetts and Michigan by adoption of the 
"triple option" approach and better public education). It should be noted 
that S. 354 does not require no-fault physical damage coverage. 

It should be noted that a number of States have passed various forms of 
voluntary or compulsory first party insurance plans which are sometimes 
characterized under the general generic heading of "no-fault. " Some of 
these plans serve useful objectives, albeit not the ones that a true no­
fault system is designed to achieve. Others are simply unhappy compro­
mises which include neither no-fault's cost savings features nor adequate 
provision for the needs of seriously injured accident victims. 

It should also be noted that even among those States whose no-fault plans 
at least approach the kind of system recommended by the Administration 
four years ago, there is a very wide disparity between the best and the 
poorest in terms of coverage limits, cost savings features, etc. Only 
Michigan's law comports well in every significant detail with those 
recommendations, although New York and Minnesota are reasonably close. 

In summary, I believe that any objective evaluation of State experience 
with no-fault would have to conclude that it constitutes a proven, cost­
saving reform and has been shown to be not simply acceptable to but 
highly popular with the motoring public. 
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Finally, I am enclosing a folder of background material on the no-fault 
question which you or your staff may find useful. I, or my staff, 
would be happy to explain or expand on any of the foregoing at your 
convenience. 

~JA 
William T. Coleman, Jr. 

Enclosures: 
Attachment A - 3 charts 
Attachment B - Report from Michigan Insurance Department 
Attachment C - Report from New York Insurance Department 
Attachment D - Thrida Agents Survey Report 
Attachment E - Folder of Background Material on No-Fault Auto Insurance 
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Premium Reduction in States with Meaningful No-Fault 
(Year of Implementation) 

(Percent average premium reduction) 

0 -10% -- ·- -20% -- ·- -30% - -· ... -40% . -· ... -50% - -· ... 

1971 (-15%4 1972 (-41%) 1973 (-57%) -- , 
** 1972 (-15%) 1973 (-26%4, 

~ 

1973 (-15%)> 

1973(-10%) 

1974 (-15%1. 

1974 (-15%l, 

1975 (-15%) 

1975 (-30%)~ 

1975(-10%) 

1975 (-15%t 
•· 

1973 ? **''( 

1974 ? *** ---
1974 ? *** 

1974 ? *** 

1974 ? *** 

*Based on $25,000/$50,000 Bodily Injury, $25,000/$50,000 
Uninsured Motorist, and $1,000 Medical Pay. 

**cumulative reduction from base period. 

-60% 

** 

***These states did not legislate mandatory rate reductions in 
advance and not enough experience has yet accumulated to be 
able to compute average industry-wide rate reductions. At 
least one major insurance company (Aetna C&S) has published 
lower rates for no-fault coverages in all these states. 
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STATE FARM MUTUAL 

Adult, Pleasure Use , Over 7500 Miles Annually 
Two Year Old Chevrolet · Impa~a 

25/50/10 Liability, Uninsured Motorists, Basic Personal 
Injury Protection ($1000 Medical prior to No-Fault), 

Comprehensive, $100 Deductible Collision 

Area 

Denver, Colorado 

Tallahassee, Florida 

Atlanta, Georgia 

Topeka, Kansas 

Lansing, Hichigan 

St. Paul, Hinnesota 

Carson City, Nevada 

Trenton, New Jersey 

Albany, New York 

Salt Lake City, Utah 

No-Fault 
Effective Date 

4/1/74 

1/1/72 

3/1/75 

1/1/74 

10/1/73 

1/1/75 

2/1/74 

1/1/73 

2/1/74 

1/1/74 

Semi-Annual Premium 

Prior to 
No-Fault 

$72.30 

65.70 

84.50 

64.50 

84.60 

90.10 

84.50 

104.90 

128.30 

81.20 

Effective with 
No-Fault 

$71.80 

60.80 

76.80 

61.70 

90.10 

81.50 

83.50 

92.70 

119.60 

80.10 

*Note that the amount of percentage change is affected by the 
inclusion of the property damage coverages. If the property 
damage coverages were not included, all of the States showing 
a reduction would show a greater reduction, and Michigan 
would move from the plus to the minus column. · 

1 

- 7 

9 

- 4 

+ 7 * 

-10 

- 1 

-12 

- 7 

- 1 
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Aetna Life and Casualty 

Con1pa risons of Automobile Insu ranc c Premiums Before and After No- Fault 
in J;"ypical Cities 

Hartford, Connecticut 

Rochester, New York 

Lakehurst, Hew Jersey 

St. Petersburg, Florida 

Grand Rapids, 11ichigan 

Minneapolis, Hinnesota 

Las Vegas, Nevada 

Salt Lake City, Utah 

Kansas City, Kansas 

Denver, Colorado 

Atlanta, Georgia 

Rate Prior to 
No-Fault 

$79.00 

90.00 

69.00 

h9.00 

55.00 

138.00 

81.00 

1~3. 00 

58.00 

60.00 

57.00 

No-Fault Hate 

$64.00 

13.00 

51.00 -

36.00 

45.00 

61.00 

63.00 

36.00 

51.00 

55.00 

43.00 

Percent 
Change_ 

-19.0 

-18.9 

-26.1 

-26.5 

-18.2 

-30.1 

-22.2 

-16.3 

-12.1 

-8.3 

-24.6 

Note: The rate under the tort system is the sum of the basic limits bodily 
injury liability rate (10/20 in most cases, 15/30 in some, and 20/40 in 
Michigan) plus $1,000 medical payments plus uninsured motorists. The 
no-fault rate is the sum of the basic limits bodily injury liability plus the 
personal injury protection plus uninsured motorists. 
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ANALYSIS. OF FIP.ST-YEAR EXPEnmNCE \VITH 
'rEE 1v1IC111G . .:'\N NO- FAULT AUTO li'JSURXNCE L:'\ \V 
AND TIECOM:J\1END:\TIO~S FOI\. ITS IMPROVE:;".1ENT 

; '· /' ,. ; 
: I · ; 

Presented to: 

By: -

f 
Special No-Fc::.w.lt Study Committee, 
l\.Uchig2.n House of Representativ~s 

-

Michigan Association o.~ Insur2.ncc: Companies 

.· 

. I 

November 12, 197'1 
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.TO: Honor:~blc MJ t thew 1\1 eN cc ly, Ck.1 irmJn; D::~ n A ngc·l, William li=ly·.va rd, 

I<irby Ho lmcs. .Tolin EnGler, ,Job 11 Kelsey, G co rcc Ed wa nls, 
Casmcr Ogonowsk~ 

Gentle men:· · · 
.. 

. The J\1ichigon insur.::mcc cof:"'\p<1nies were etmong the first to call for a 

no-faulflaw so th2..t the ~wto insur:.:mce dollar could be conccntrat~d on pz;ying 

the expens e.s of the injurE:d ins tcad of those vf the legal sys tern . 
. . ~ 

But we expressed serious: ~oncern about some aspects of the law as it 
finally was adopted. . ... · .. ; 

\Ve feared that the revolutionary change which it made would create pro­

longed constitutionality issues, which would leave the ins u rcmce system O?~ r-2. tir:g 

1:1nder a cloud of t!ncertainty c:md make it impossible to detcrmG1e the cost effect 

of the change. 

We had grave· doubts whether the nature of the la·.v' s restriction on inJ-':lrY 
fault claims ac.d lawsuits would be adequate to support unlimited no-fault belie­
fits without ~reabng additio.:w.l insurance cost for nwtorists. · 

.And we questioned whether people v;~uld accept the elin1ination of their 

right to collect from an at-fault driver for·damagc to th2ir vehicles. .· 

Regardless of those reservations, we assured you nnd your colle2gucs th2~, 

as professional administrzltors of the insu-::ance syst2m, Y/e ·would conscient­

iously provide the peOiJle Of I,'lichigan with the best possible protection at t.he le2st 

possible cost which the conditions '\vould <:tllow. . 

I 

We have done that, and because the Jviichiga!1 companies insure approxi­

mately half of the motor vehicles in the stc;.te we have had a very broad exposure 

to the practical application of the new la\y. 

Briefly, this is \vha t has happened: 

1. Your decision to provide unlimited no··fault medical and rehab­

ilitation benefits and very substantial income loss compec.sation Ins 
created near- ideal economic protection for accident inju 1-y victims, and 

especially for the seriously injured. It is a dr2.matic improvemer.t o\·er 

the fault system. 

2. The law's removal of fault system recovery for damage to motor 

vehicles has brot:gbt angry reaction from the motorist \';ho cloes not hz.:.·;c 

collision covcrClg~ and c::umot coll(:ct from a nc:(~ligc:-1t dt·ivcr \Tiho 
f,;mash:::s his car, o'r who has . a form of collision covr..:r0L_;e under which ~:c 

docs not get his dcducti1Jle· \Vhen aJ!othcr driver is ~t fault. This llJ.s 
c _ crcrttcd a distorted imprc.::;sion of p;Jblic c1i::;:::;Z1ttsf<lction v.ri.th tbe entire no-

r 110 '·· 1 · 1 · f 1· 1 · 
~· c .fau t con ccpt ) c ca u:; e t.l!c re al-e m:1ny more 1 ns tanccs o vc 11c c u:u.n:1 r:;c 

· ·:tlwn of injtu·y, and the i.nj~1rcd who 0.r·c hcncfit~iug L··orn no-foult h~vc not 

been heard fl·om. 

-.-.......... -~- ... -.... .. 
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3. Some scgmc11ts of the lZ1\'i obviou:;ly need cbrify ing ~mendmcnts. 

There is <.t question whcthc:· school districts were intended to insure the 

·children on their bus2s. There is an alr11ost cert2.i:~ly uni11tendcd pro-

. vision for comp;:mies to recover no-fault benefits out of pain zwd suffcrine 

· a.\vards to their ins urcds. 1\bnda tory liab i 1 i ty limits should be s te1 ted 
.,. 

·in· the act ilss...! lf. · ;\ nd the r igU of a mota l'is t to vo lu:1t~rily coordinate 

his no-fault coverage with som~ cthe::r injury bendits is in dotibt. 

4. .As we feared, the 'insurance system has been forced to operate 

without <mswers to whl:the r t0e law will be upheld and, if so, in whe1 t 

form. The lack of those answers also has deferred the legal cases v;hich 

will determine whether the law's provision which is intended to sh3rply 

cut the fault system e.:-::pen.scs will work. As a r~sult it has been impossible 

to determine the effect of the law on the cost of auto insurc.nce, and the 

delay has created a multi-millicn-dollar possibility of double. injury 

payments. 

5. Michig3n motorists have had considerable auto insur~nce c0st 

savings during the flrs t year of r!O~faull, even th :"OL!gh the actual COSt' 

effect of the law could net be established. This .r~sulted from company 

decisio11s to hold thc line or decrease their premium levels until Eo-f~ult 

··experience could be established, despi.te the unc:ert:lL'1tics of the law rtrJd 
I 

the i.mpsct oi soarin~ inflation on the cost c: everything 8Uto in::;urance· pa.ys 

for. 

As we ~dvised you when this committee \'i23 created, we appreciate your 

decision to review the perfol'mance of the no-fault law 2.nd to consider the pos­

sibilities for its improvement, and we offer our fullest cooperation. 

VIe believe the following elc::.boration upon the highlights of our experience 

\V'ith it should be a practical and important contribution to your considerations. 

In addition, we would be pleased to ansv.-er any questions v;bich you may have, 

. and to consult with you <lt any time. 

lVIEDICA L, REHABILITATION, AND INC0l\1E LOSS BENEFITS: 

\Vithout question, this 1~- ·.·: is abundantly fulfilling the primary objective of 

the no~fault principle, which :. :o guarantee prompt, sure, adequate recovery 

of injury costs for all accide:n~ victirns. 

In the first year of no-fault, more than 135,000 iJersons were injured in 

Michigan c:uto accidents and n:;nrly 1, eco Were killed. A.i'YlO:lg th~ injured :::lr.d 

th~ dependents of the f.:lt::.lly hur·t \·;ho r/e:re in.surcu by the J,1icl:igJ.n comp~nie:;:-; ih e 

no-f<:~ult protection wns univcrs::.s.lly \Vcll- rc ceivcd, n.ncl tl~is undoul> tedly v; ~ s true 

of all others. 
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P;lgC 3. 

Companies hd.ve .strc3scd prompt P~•yrY!t:nt and )n !YlOSt instance;; it h;-;s 

been ma r3 £: within ::1 f ~v; d.1y s of t h c rc c e i pt of p:-oo! of doctor a !1d hos pi t:::J l bills. 

income loss, · and rcpbccml':nt of ~crviccs which ~n injt!:O'cd p~rson would lJ;i·:~ 

done for himscli. Dcp~ucJcncy o~ncfits. which arc geared to the mc.:::.b1U!~ 

$1, COO a month for tbree years inc:omc lo:.>s b~nefits, have bcc:1 quic!dy estab­

lished and paid. Under the fault systc:.:n pay::ne:nt could h<1v~ been m~ ... dc only if 

anothc~ driver was legally liz.ble and 2.ftcr the total ar::::!ount oi the less ,..,·3s 

entablished, both of '\vhich oitcn. ~)ad to be:: determin~d by bv:.suit. 

,. ~-: .· . ,. . : 

_r In all of these injurie::; and d~aths no-fault. h3s paid o.ll medi ~al 2nd 

hospital costs, plus i..11:::o::ne loss or- dependency benefits when applic:J.blc,. except 

to the extent th~t work.c:cn 1
S coiLpcns2.tion, soci2l security or- cnordir.::li::ion v;ith 

health beeefits was i."1volv2d. It b2.s paid rcg<1rdless of who w::1s ;:;.t f;1ult or 

whether anyone was CJ.t fault. Under the f3ult syst2w only <J..bont l::1lf of those 

. injured would h2ve been able to collect L:·om so21eun::! .::lse. 

The no-fault benefits have been ·p;J.rticul<:. dy i~po:ct::wt Io:- tho.se who 'h::vc 

many thousands of doll2r.s of hospital-rr.edical costs -Yihich, u:1clcr the o1d sy.s~;;s, 

would not h3vc been met by mod2st ~~uto i.'1SUT';J..!JCe medical cover:~ge or healt:~ 

· ·insurance and for those 1vho .ha·,re e.:Ltend.:!d WOl'k lo.:.;.:; for which th'2y have little: 
, , 

or no oth~r coverage. ' -: 

I 
The most dre1matic effect of the ch::u::ge: bas b~2a the cr-e2.tio:.:~ of :1 new 

dimension in the role of auto insurance ··Nith the C!'iticaDy 5.nj:.:red ,;·hose cr.ly 

; h.ope.for_ a futnr2 with 2.ny e_njoymcnt.o_f li~e, L-:.stca.d of as a helpless bed patie:::~, 

: he5 m tun ely, comp::.·chensn'e rcha1Jlll tc:.tlcn. 

Under the f~mlt syste1n, auto insur2nce could do little to meet their treat­

m-ent needs. Unless someone else y;as legally at fault for the injury, auto i .,~ur­

ance had no role beyor2d the possibility of r::::u~dical payments by the injm:·cd 

person's cor:1p:my, usually not more than $5, 000. Ii the injury i..r.vol·.r2d a fc:t.:lt 

1 clailn, the role of ~uto insurance was for the other moto:c-ist 1s company to dcfe::1 ·= 

its insured and, if he was lC!g3.lly liable, to ultimo.tely p2y_ the deter.min~d av.-ard. 

Now the critically injured arc assured immediate access to all necess2ry 

treatment and rchauilit::'.tiun, with all of the costs guarant~ed directly by their 

own auto insL!rcr. A number cf such c:1s~s alre2dy are either in or scheduled 

to go to the best reh:1oilitaiion centers in t!1e cotmtry, witiJ t~eir initial tr·.~at­

ment rtnd lifetime cnre costs reserved by their insnrer.s at fro~ $100, 000 to 

~; 2 5 0 # 0 0 0 c ~l c h. 

ln cooperation with Chai.rrz:1an :!'.1ci'1ccly, we h::we askcc1 3 few of 1hose ·,'!ho 

he1ve experi-enced the no-f~ult bi.~ndits, or their clo~~c rclati·;~s 1 and ~o:>:.n~ of 

the spcciu.lists in rch~hilit:llion t:·catment to cive yell Dt YC:llr hearings .:1 fir~,~­

hand picture of how tl1c lav: is working. 
/-for[; 

/~· (). 
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When th~ Lez;ishh.:.rc dccid.~cl to C):tcnd th~ no-L1ult principle to incL.1d~ 
drunagc to 1notor vehicles it r~mo·.-cd a for~u of protection which motorists 
long h<1ve accepted and relied upon ar..d ~borlt which the;·· gcner~u.ly have strong 
moral convictions. · · · 

. . .· 
TaJ~ing aw::1.y the :right to recover frc1n an at- fault driver created a tot2.l 

void in yclucle dar::1age reco-very for thost"! without (;Olli!:>iun i::;.surancc and a p::.rti:J. 
one for· those with tho..t coverage.' The motorist with an old c3.r with too little · 
·valnc to instu'c~ one who feels he c::lllnot or does not want to pay for coJlision 
:insurance, ::>..nd those \':ho ignore collision cov~rag~ bc~~use they are c oi?vinced 
that any damage would be another driver 1s fault are accustomed to expect p:ly­
ment when someone else is at fault. Now tll3.t ri:-jht to collect is gone. The 

"'~ 

grc:at m.ajority, who buy collision insuranc~, also exp~ct to recover their dedt~ct-
ible along with the rest of the damage ii another is at fo.ult. That right also -was 
removed .. 

· This condition has been remedied for most !Dotori.sts by the of.fcring of h?o 
new forms of collision iusur2.nce. One~ called 1i·7"litcJ collision_. p3.ys for vehicle 
dam'age of'..ly ii another is at f2.ult. The othe:- > calle:d broe>.de!led collision~ p2.y::; 
t he deductible along v;ith the rest of the d2.mage ii anothe1· is at fault. 

W11en the no-f2.ultl::.>.w became effective> compar1ies 2.pplicd linlited col.Ji­
sion ·without charge to the polici.es of thos~; ·without collision cov~rage , and 

. broadened collision witbo:.1t charge to tbose ·,•;ith collision :-:o'.rerage. At the Erst 
policy J.:enev.ra1_, t he nevr coverag<=s ,and their ro.tz::s v;erc explained [i.Dd mc:o l·is 'cs 
were given the option 0f buying· e.ther oi tr~e:se o:r regul2.r collision coverage ~:.· : t h 

a deductible. Limited collisio::. rates were the lo·.vcst of the three. Broadcr:ed 
collision rates were . slig!1tly r.J.gher than those for standard deductible coD.ision. 
In addition, some comp2.nies provided limited collision ·with a deductible to give 
the motorist a lower rate. 

The response amou.g motorists differed by comp0ny_, but in general about 
70 to 80 per cent took either regular or broadened collisio::1_. 15 to 20 per cen: 
took lirnlted, and 5 ~o 15 per cent elected to have no collision coverage. 

This still leaves those who have no collision insurance l<n?..ble to col1c:ct 
:for any cl:->Jnage to their vehicles, and tho.se who have rcgubr collision or li.'"::'li~c::: 

collision ·with a deductible un;:tble to coll~ct the arnot:nt of the deductible, and 
many in tlus group have been expressing great dissatisfaction. 

'l,here are three 2J.tcrnativcs for reso1ving this ~.natter . One is to leave the 
law as it no\'1 is c..nd attempt to e~l'.lcatc tho~.>e who are compb .. ini.ng that, ljke all 
others, i.hcy received a rate reduction. fron:. the climil1ation of property d:u:r: ag 0. 
lic.bility 8-ncl if they \vanr. the m:bstitutc prot.::ction they :must p:ty for it. J~n,:_: th~r 
is to res tore prop r; rty c1am~~c li:1l_)i1ity. The tilird is to make lim.i ted colli~ion 
covcr<l[Je~ without ~ dec!uctiblc 1 a rnz1.ncb.tory p~rt of the no- f2.ult b.w ·p-- ., 

~-·for.(; 
• I '-.,) {~ 
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If there is a chan~~c, "i. t a~- ~o shonlu im'O l·;c con.sidc r;~ ti on oi the s t 2-tus of 

the present re s idu:1l property d am:lgc L allility co·;c:rJ.gc and th~ property pro­

tection insur~l..'"lCC prov-ision, boih of v:hich arc p~4rt cf U12 O':craU r~tcs _for 

vehicle. dZJm:J.[;c CO\'-crnt;l.:S~ 

·. .·. 

Among the comp:tnics~ there are differc:!1ccs of opin1on as to which mieht 

be the better co!.lrsc. We b~licve it \v·ould be hclpf1..1l to you to hc::tr the different 

views about tbis ~nd the. r~~~so;1s for them as you r.onsid~r this question. 

SITUATIONS \VI-ITCH NEED CLARIFYING: 

The question of school bus c·overagc ah·c2.dy is before you in bill form. 

·Those involving subroeation against p?..i.'rl a.1""Jd suJk.:-ing awards, the li:1bility li rni t , 

and coordination of benefits !..!ndoubtcdly arc dra.fti..ag ov~rsights requiring tech­

nical corrections. 'l.l.'c ·would be happy to discuss these with you wh~n you are 

ready to review the law after your hearings. 

EFFE.CT OF THE CLli'.iATE OF L~GAL UNCERTAiNTY: 

Vlhat has happened en the qu~stion (,f whethe1~ the no.-fuult )a''' is co!'..stitu­

tional has become 2.n example- of th~ long-de.byed ~our.t d~cisions which wer e one 

of the motivations for creating a no-fault systern~ 

Shortly after the l2.vr was adopted L'"l Octob~:r-, 1972, the: Supreme Court 

was aslced to r-2solve this i s sue. It ruJ..::::J. o.:1ly i.h:>.t the .Legisla ture h2.d 2.cted 

properly in creatL'"lg the law. Subs~qucntly, tw(J lc:iwStiitS in ci.rcui t. courts h a·;; e 

produced decisions v,rllich h:r...-e clouded the law's sta tus. Now, nHer ln8re i h2-'1 

two years, the issue again must go bei"ore the Sup:·cme: Court and app:ir~ntly 

there is little likelihood that it may act for many r:;.·1orc months . 

.. If the lavr should then be thro·:;n out insure1·s would be faced with the 

possibility oi fault system claim.s, on tcp of the no-fault b~nefits already paid, 

in injury c<1ses dating back to the Octob~r 1, 1973, effectiv e date of no-iault. 

For the first year, th;::.t do~blc p2.yment pot<2ntia l is estLrnated at 250 oillion 

. ~ollars. By the ti1ne there is a decision it could nearly double . 

. \Vith the constitutionality question unanswere d, th~ other serious leg2.l 

·uncertai.::lty in the law also has been left in li1nbo. This is the question of wh~t:1 eT 

the provision allowing legal ndion for pain ~:.nd suHering damages in instcu1c es of 
11serious impairment of body function'' wiU sharply r~duce the fault e:z.p~r.ses in 

the insurance system or wheth~r it may open a floodg:::!.te of fault cl.:1ims and la\'.'­

suits. 

"fhcrc has be?:n. a :::;harp drop i:1 h1jury 1i.<~bDily cb.ilns th~ p=~~~t yeo.r, but 

that docs not ~ !_ll S \'IC"L the question. Bec:tu3;;: of the pro :-;p ~ ct tln. t ~he co1.:!:' t~ r:.li;:h t 

restore ih~ fault syst e m, nnd '.vith a thr c c-yc;~.r p ~ riocl il: v.· h icrl to file suit s , ::-: 1:~~1 ./' 

law firms :-trc b~c·Nn to be 1'stocl:•1)i.lin'_' 11 Suit:3 t'ath <.-: r th~>n t c :.:;iin:: the l a w ru z:.y,; of 
.,) .._, 0 L> 

the new la\'1. ln recent l"!Wnths, howcw~1·. co:rYl:t):nlic;; h:tvc ocgun to l'cccive cL,ir~s 

involving the ••serious imp:tirme::nt" fJUCStion. • --: ~-::;- .. 
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How the inter..t of this lan8u:1r_;e is interp!·ct~d by tht=- i;:jt:l·cd and the courts 
will b c a m :J j or f ~ c t J r i n h o \\' the no - f :_; 1 1lt 1; t -.·.r w i ll a f f,: d t :: ~ ? r· i c e of au to 
insnr0.nce. lf <1ll mu.;~ncr of min:)r <.mJ ter:-.porar·y disz.~biE~i-::s arc constru~d to 
justify pJ.ia ~nd !:;uffcl'ing d..1mar:;cs the bult :..;y.'3t~m v:itl be :2.::gdy reimposed 
upon the no-hult sy.:;tem. This would rnal:c fi!1::.::.cinr, the ::r;:·;;· costs of unlimited 
care for nll of the inj~:eJ out of rcch:ccd fanlt co!:;ts obvi0:..:.s~y impossible . 

.. ,. ·. · .:~{·:-. PRESENT COST EFFECT OF I\0-F_.\UJ../f .:\:·;!)THE PROSPECTS: 
-· 

When~ no-f::wlt became effective comp<mies adjusted t::.:!ir rates bet.ween the 
new and old co-.·ertlgcs to reflect the expected chanBeS in lc.ss e:,:po.sure. · This 
decreased pr~miuns for those v:ho bought only the m:tnd2t.o:-y no-fault coven~ges. 
lt maintained or slightly decreased the former 'premium fo:- those who also have 
collision coverage. 

In addition .. there we2·e larger premi.um decrca~es fo:- ycu.ng drivers, those 
with low incomes, and r2tirees, to reflect t!1e fact that th~y h:!d Sr::l::lller or less 
liJ-~ely exposUl·c to income loss. Retire·es arc charged o:~ly :vr the risk of services 
replacement for the!:lselves or an unin~>ured p:~sser!ger o:- ;:::destrian, or in.come 
loss for the btter. ; 

Also, those -::ho have elected to coord5nate their riu-f:=.'!-:1~ auto insur2.ncc 
with their health ir~.surance have receiveo aclditionc::.l .::·Gte =-=-=~ctions. 

. , 
·.:As a result, the price of lVIlchigan at!to insurc-,nce, u::.'2i.k-:: th2.t of almost 

any other comlY!Odity or ser,:icc, has rernt:!.ined st<::.bl~ or d::~rea.sed. In m.ost 
· companies ra te.s h:lve not i~1crc<::..scd since ~a dy 197 3, 
and some have decrea:;:.;d rates durbg that period. 

.!.'or ~2.J'1j' not .si11ce 1 (' ..... 1 
...... '-,./ • .J.., 

The present rate:s are based on loss C):peri.encc unde::- 'the fault systen1, 
·adjusted to the pr0b2-ble effect of no-fault in the best judg.i'.'::~.:J.t of the companies, 
pentling the acquiring of adequate actual no-fault expe.ri.enc~. 

· During the past year loss experience generally has i::::?roved, but this h:1s 
had little to do \vith no-fault.· Primarily· it h3S resulted fro.::::1 the sust;:J.ined 
decrease in accidents, injuries and de2.ths proC.uccd by th~ ::~a.:1ged driving hc.bits 
inspired. by the ene:rgy problem. · 

. Now the effect of tbe accidl:nt decrense is being offset by tb.e sharpest 
inflation in recent times in the cost of everything wt~ich <-~~:.J L'J.surance p3ys for. 
'I'wo graphs depictiop, the rebtionshi? of auto insur2nce pri::e io those costs are 
attached. They arc b::tsccl on national figures but nrc csse:::'.::.J.lly true of 1\1ichigan, 
In the period since b.st July, v:hcr~ these conclude, docto:::- 1 5 fees have jumped 
to .an annual r~te of increase of 19 per cent and hospital c(::.:-~t:.:: to an 18 pet' c:;.:-:t 
rafc. The cost of ca1· rcp:1ir p~rts he1s soared 23 pcY' ccr.'!: ::...:;d new car price 
increases h<~.vc raisC:d repbccment costs some $SOO on 197 :~ ::-1odds and a lib:: 
amonnt for 1975s. 

·Because of ti1e; conrlicting fu.ctot~s in the basic cosl t:'e;:lrJ. and the tllrc;tt of 
1>tar.;gcrir1G douulc p<~ytncnt!.i ;~nd a Ilood of pain ~nd suficri:iz suits , it is impos­
niblc fe>t' in;>ur~rs to predict at this ti.rne wh:lt the e:ffcct !!1::;· ~c on the futuz:e oi 

.uuto' in~;urancc price. The lo s~.> improvement of the p:t~~t y£:-~r could c~tsily be 
rcmov~d qnicldy by the inf.l<!tion trcnr:l ~lon~, and would be ·,:.;ip~d out rn::~ny ti.e.lt:!': 
ovcr'by :tn advc:r~c ans\'/c-:r to ci.t!1cr of the Jr:E::.l u;1ccrt::.in~i~s. 

-:~ :: t 
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insurar1Ce for 
a little over 
a vear nov~'. 

. " 

In ccrtt1in ways it has proven to be one· of the greatest 

innovations since the S,;]k vaccine, ;md in other \VJ)' S, one of 

tl1e \\'orst ~ince the Edsel. 
rlhiiJ:; to N()-Eutlt, CVt ' lY moton~; l, Jltl~\SCn ~;l,'r ;-md 

.. ,. i ' '1 l. }' J! ('L 

In one dassic example here at AAA. we had a little 

girl whose spinal cord was damaged in a car accident. 

She h2.s spent the better part of the last year in four 

different hospitals. And she will need a live-in therapist when 

she finally comes home. 
Every pill, every cmtch, every time a doctor exerci:'e.s 

her legs- - all mcclicJ expenses 0:1usecl by the accident-will b~~ 
paid for the rest of her li fe, tl J1111ks to No-E1ult. 

-rl w L('y point is t l l<1t her hctlcflts were immcd1atc and 
1' . I • I 1 • • I 
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AUTOMOBILE INSURANCE PRICES UNDER THE NO-FAULT SYSTEM 

New York's no-fault automobile insurance law, which was 

enacted in February, 1973, became applicable on February 1, 1974, to 

motor vehicle accidents occurring in New York. 

The two basic features of the law are that: 

each automobile insurance policy is required 

to provide benefits of up to $50,000 in medi-

cal expenses and wage losses for any person 

injured by the auto regardless of fault; and 

an injured person, in exchange for the guaran-
i 

teed payment of basic losses, loses his right 

to sue for "pain and suffe r i ng" unl e ss he .suf-

fers a serious injury. 

The law contained many other provisions, \vhich further defined 

these basic features, expressed other related no-fault purposes, and re-

quired the Insurance Department to take various administrative actions to 

fully implement the new no-fault system. 

On October 10, 1974, the Insurance Department issued a report 

entitled, "Implementation of the No-Fault Automobile Insurance La~1. 11 

That report concluded that no-fault was performing "the way its sponsors 

.(including the Insurance Department) said it would, 11 and that "the initial 

implementation of the no-fault law was accomplished with remarkably few 

problems, and no major unanticipated problems have arisen during the first 

eight months of its operation." 



2. 

~nis report is the second of thr~ ~ annual reports on the 

price of automobile insurance under no-fault. It is submitted 

pursuant to Section 677(3) of the Insurance Law, which requires the 

Department, on or before January 15, 1974, 1975 and 1976, to report 

to the Governor and the Legislature on the prices insurance companies 

charge for automobile personal injury insurance coverages. 

One of the objectives of the no-fault law was to bring about 

substantial savings in the prices paid by New Yorkers for automobile 

personal injury insurance. To accomplish this objective, the law re-

quired, among other things, that (i) certain reductions in rates be 

made at the inception of the no-fault system, (ii) rates be filed with 

and approved by the Insurance Department, and (iii) three annual reports 

on prices and personal injury insurance be made to the Governor and the 

Legislature. 

The second no-fault price report follows. 

Legislation En acted in 1974 Affecting Auto Insu rance Rates 

On January 29, 1974, the Insurance Department issued a report 

entitled, the "Impact of the Energy Crisis on Automobile Insurance Rates." 

In that report, the Department recommended the enactment of legislation to 

assure that automobile insurance policyholders, rather than insurance 

companies, would benefit from any lo\•er loss experience that may result 

from the . energy crisis. 

Legislation recommended by the Department bec arue law on Hay 2J, 

1974. Among other things, the new "energy crisis" legislation provided 

that: 

/ 

.. 
.a. a . .. 
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Insurance Department prior approval will not 

be required for any rate change which would 

result in rate levels lower than those in ef-

feet on February 1, 1974; and 

the Insurance Department would not approve any 

increase in rate levels above those in effect 

on February 1 to take effect prior to September 

1, 1974. 

In other words~ automobile insurance rate increases were 

prohibited by the new law until September 1, 1974. In addition, the law 

also encouraged insurance companies to lower their rates voluntarily, by 

permitting reductions from February 1, 1974 rate levels \vithout Insurance 

Department approval, and by allowing a subs equent restoration of such de-

creases (but no increase beyond February 1, 1974 levels) without prior 

approval. 

Department Rate Revision Policy Since September 1, 1974 

After September 1, 1974, all rate increases became subject to 

the Department's prior approval, although under the "energy crisis" law 

rate decreases can be instituted without Department action. 

Since September 1, 1974, the Department has received and ap-

proved a number of rate increases for automobile physical dcunage coverages, 

.where the increase was properly supported by credible experience. Because 

the no-fault law does not apply to property damage, loss experience prior 

to the no-fault law can be used for supporting these rate changes. 

\ 
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The Department has not approved, however, any rate 

increases for bodily injury liability and no-fault insurance cover-

ages and will not approve any until meaningful and fully supported 

no-fault experience is available. Pre-no-fault experience cannot be 

relied upon to support rate changes for these coverages, because the 

underlying system has been radically changed by no-fault. 

Initial Rates and Savi~J[~ 

On October 17, 1973, the Department issued regulations estab-

lishing general rules applicable to rates for basic and optional no-fault 

coverages. 1 Thereafter, the Department received and processed rate filings 

from all companies. On January 15, 1974, as required by law, the Depart-

ment filed with the Governor and the Legislature a report on "Price Re-

ductions Resulting from Enactment of No-Fault Insurance". 

The results 1 comparing rat~s for personal injury insurance in 

effect on January 1, 1973 with those in effect on February 1, 1974, were 

as follows: 

for basic personal injury insurance, where the 

· ' statute required a 15% reduction, the actual 

reduction averaged more than 197.; 

for all kinds of personal injury insurance, 

including optional as well as basic coverage, 

the average actual reduction was about 13%; 

in dollar terms, New Yorkers would save about 

$100 million annually based on the actual 

no-fault rates; and 

i.i.,, 
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the "average" driver would save about $15 

annually on each vehicle. 

The report pointed out that the annual savings for a 

particular individual would range widely from this "average", de-

pending on where he lived, the company he was insured with, the kind 

of coverage he bought and many other factors: The report contained a 

pre-and post-no-fault listing of premiums charged by the 15 largest 

companies and the automobile assigned risk plan for "typical" drivers 

purchasing various combinations of insurance and residing in different 
I 

parts of the State. A total of 1,536 actual comparisons were shown. 

The annual $100 million savings achieved under no-fault in-

elude the cost of optional coverages. If no optional coverages were 

purchased, the annual savings on a statewide basis would have been $130 

million, about $30 million more than the Insurance Department had pre-

dieted at the time of the law's enactment. The actual savings are $100 

million because New Yorkers have elected to spend a total of $30 million 

for extra coverages. 

Refunds ----
In addition to savings on policy renewals, some policyholders 

received refunds on existing policies. Policyholders who had purchBsed 

auto insurance prior to February 1, 1974 were entitled to receive a re-

fund or credit in the amount of the difference between what they had al-

· ready paid for the post-February 1 period and what they would have paid 

for such period based on the lower rates which took effect. February 1. 

,-:: · -~-. ·-. .. ,.. r r li' ~ ... 
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Th~ law provided that these refunds had to be made no 

later than the next renewal date of the policy. By Department regu-

lation, they were required by the earliest of: 

a policyholder's specific request, 

June 1, 1974 for refunds greater than $5, or 

the next renewal date of the policy. 

New York policyholders have received ap?roximately $45 million 

in cash refunds or credits on auto policies in effect on February 1, 1974. 

Although larger premium savings than expected resulted from 

the law, th~re has been some consumer confusion because many have failed 

to distinguish between annual savings, and refunds or credits on policies 

in existence at the time no-fault went into effect. 

This distinction can be illustrated by considering the example 

of a policyholder who purchased a policy for a one ~ year p~:-iod b:ginning 

May 1, 1973 for a premium of $100. Based on one company's no-fault rates, 

his rene,,;al premium on Hay 1, 1974 was $84, an annual savings of $16. 

This policyholder also received a refund, since he had paid for 

the quarter-year period from February 1, to May 1, 1974 at the old, pre-

no-fault rate of $100. The refund was one-fourth of the annual $16 savings, 

or $4. This example illustrates that, in cases where policies expired 

shortly after February 1 or were issued on a semi-annual or quarterly basis, 

refunds may have been small, even though annual savings are substantial. 

No- Fault Rate Changes Since February 1 

As noted earlier, no-fault insurance rates have not increased 

since no-fault's advent in February 1974. 

-~-. r .J If D ,, 
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However, there have been auditional rate reductions, with 

15 automobile carriers having reduced personal injury insurance premiums 

for some or all of their policyholders. These downward rate revisions 

had an approximate 1/2% effect on the total statewide rate level. Put 

another way, New York policyholders will realize a further annual premiuo1 

savings of some $3,000,000 in addition to the savings resulting from the 

initial no-fault rate reductions. The private passenger auto insurance 

reductions made by these 15 insurance companies are as follows: 

Company 1 s Share Effective Rate Level 
of Market 1 Date Reduction 

5.07.. Aetna C & S 2/l/7ll* 3,07. 
1.57. Allcity Insurance 4/1/74 4.3% 

City Insurance Co. 4/1/74 2.0% 
2 .47. Empire Mutual 4/1/74 3.5% 
1.77:. Utica Hutual 4/1/74 2. 2% 

.77. Country-Wide 5/1/74 4. 5% 
2.37. Liberty Mutual Fire 6/1/74 1. 27. 

N.Y. Central Hutual 6/15/74 15.0% 
5.47. Hartford A & I 8/1/74 • 57. 

• 97. Unigard Jamestown 8/26/74 .7% 

• 57. Public Service 9/1/74 7.5% 
2.1% Royal Globe Companies 9/1/74 1.1% 
1.27. General Accident 9/24/74 .6% 

• 97. Reliance Insurance 10/1/74 2.87. 
.87. Aetna Insurance Co, 12/31/74 1. 7% 

* This 11car-pool" rate reduction, was initiated by the company subsequent 
to its "go-in" no-fault rate application, and was put into effect along 
with the initial no-fault rate reduction, 

7. 

,...,...;-;--, 
.,. rOP.o ....... 

~
~'.!-· <'~ 

;v 

~ . 
y.; 't-.. 1-l 

~- ... / 

., -~ . 



~ 

/ 

8. 

Although the noted reductions are expressed as a per-

centage of the companies' total personal injury premiums, most of 

these rate changes affected only some of the policyholders of these 

companies. Only five companies - Hartford and Utica Mutual (the 2nd 

and 12th largest auto insurers in the State), and the Aetna Insurance 

Company, Public Service Mutual and Reliance Insurance Company - have 

instituted general rate reductions affecting most or all of their 

policyholders. The remaining reductions consist of changes in rating 

rules and classifications which generally do not affect most policy-

holders. Artwng the reasons for these adjustments are favorable loss 

experience before the no-fault law became effective and some antici-

pated savings due to reduced driving caused by the energy crisis. No 

insurer has yet reduced its personal injury rates bec ause of realized 

favorable no-fault results. Normally, reliable insurance statis t ics 

usable for rate making purposes do not become available for six months 

after the close of the calendar year. 

Related No-Fault Savings 

The no-fault law provides that no-fault benefits are payable 

regardless of the existence of other insurance or benefits -- such as 

Blue Cross or Blue Shield, major medical insurance, disability income 

insurance, or sick pay or sick leave granted by an employer. 

The only exceptions are Social Security disability benefits 

(the federal program that provides a disability benefit six months after 

a disability occurs) and workmen's compensation. No-fault benefits will 

be paid only for what is not covered by workmen's compensation or Social 

Security disability benefits. 

<'_.. ;:PO!t!J 
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Most New Yorkers have healLh insurance coverages which 

duplicate benefits provided by no-fault. If this duplication were 

entirely eliminated, New Yorkers' health insurance premiums would 

be reduced by approximately $75 million a year. (This, of course, 

would be in addition to the savings already realized on automobile 

insurance.) 

To help realize this potential, the Department has notified 

all insurers licensed to write accident, health and disability insurance 

that non-duplication of health insurance and no-fault insurance benefits 

should be encouraged, and had prepared for their use a standard exclusion 

clause. The exclusion of no-fault benefits must be accompanied by either 

a rate reduction or a commensurate increase in other benefits. 

The Department has also required non-profit health carriers 

(such as Blue Cross and Blue Shield plens) to exclude duplication of 

no-fault automobile insurance benefits from their community~rated health 

insurance contracts by February l, - 1975r except where duplication is 

specifically requested by the policyholder. The elimination of this bene• 

fit duplication should reduce health insurance premiums charged by these 

carriers by about 2.57.. 

Rate Comparisons 

As in last year's report, this report shows the premitrms charged 

in actual dollars for personal injury insur~nce on private passenger auto-

mobiles by the fifteen largest automobile insurance companies and the auto-

mobile assigned risk plan in selected geographical areas ; for two types of 

drivers (the adult pleasure driver without accidents and the 20 year old 

male \vith one chargeable accident); and for drivers who purchase different 
- -... 
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levels of coverage. Comparisons are made between rates charged as of 

January l, 19 75 and those charged on January 1, 19 73 for different 

levels of coverage as follows: 

minimum personal injury insurance. 

This driver purchased the minimum compulsory 

limits of bodily injury liability insurance 

($10,000 per person and $20,000 per accident ) 

on January 1, 1973, and will purchase only 

10/20 bodily injury and compulsory no-fault 

, with a $200 family deductible on January 1, 

19 75. 

medium amount of insurance. 

This driver purchased 25/50 bodily injury plus 

$1,000 medical payments coverage on January 1, 

1973, and will purchase 25/50 bodily injury 

plus $1,000 excess medical payments plus 

compulsory no-fault without a deductible on 

January 1, 1975. 

higher amount of insurance. 

This driver purchased 100/300 bodily injury plus 

$5,000 medical payments on January 1, 1973, and 

will purchase 100/300 bodily injury plus $100,000 

no-fault with work-loss benefits of up to $2,000 

per month for in-state and out-of-state driving 

on January 1, 1975. 

The dollar prices and comparisons, \vhich may be of interest to consumers 

v who wish ·to compare prices charged by various companies, are contained on 

the following pages. \OR{) 
(
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ANNUAL PERSONAL lll'JURY AUTOMOBILE INSURANCE PREMIUMS 
OF 15 LEADING TIISUHERS J'l. ND ASSiGNED RISK PLAN 

· UNDER NO-FAULT (1/1/75) AND PRIOR TO NO-FAUL'I' (1/1/73) 

BRONX COUNTY NORTH 

Hinimum Coverage Hedium Coverage Higher Coverage 
Company 1/1/75_ 1/1/73 lll/75 ll1T73 -171!75111773 

Adult-Preferred Risk 

Allstate $ 80 $111 $102 $139 $122 $160 
Hartford 97 112 123 146 157 175 
Aetna Casualty 91 110 118 141 152 170 
Government Employees 65 72 81 95 103 112 
Travelers 94 114 117 144 148 171 

I 

88 State Farm Hutual 101 105 129 125 151 
Empire Mutual* 81 102 99 132 126 151~ 
Liberty Hutual Fire 78 99 99 124 127 lh5 
.nationwide Hutual 84 96 lo4 124 126 1~4 
·Merchants Mutual 72 85 90 1~ 114 124 

Ins. Co. of North America 90 111 112 139 142 163 
Lumbermens Mutual Casualty 102 117 126 148 154 173 
Utica Hutual* 77 llh 93 142 119 167 
General Accident 82 96 101 121 129 141 
Boston Old Colony 84 101 105 126 132 148 
Assigned Risk 79 89 103 121 126 133 

•'· 

Unmarried ¥~le-Age 20-0ne Chargeable Accident 

Allstate $223 $329 $277 $390 $328 ~,444 
- Hartford 244 281 310 368 378 1~42 

Aetna Casualty 229 276 297 355 366 429 
Government Employees 141 162 176 208 212 242 
Travelers 324 399 398 491 480 573 

State Farm Mutual 340 398 4o4 491 450 573 
Empire Hutual * 191 283 236 349 282 4~ 
Liberty Hutual Fire* 201 330 252 416 303 479 
Nationwide Mutual 244 287 300 356 351 414 
Merchants Mutual 239 279 294 346 350 402 

Ins. Co. of North America 239 307 298 377 360 438 
Lumbermens Mutual Casualty 272 322 335 395 396 458 
Utica Hutual* 193 330 234 L~14 282 487 
General Accident 242 287 297 355 360 413 
Boston Old Colony 211 253 264 317 316 373 
Assigned Risk 228 266 299 352 344 389 

I 

*The January 1, 1975 rates for these companies are lower than the no-fault 
''go-in" rates they charged on Februarj' i, 197!1. For the remaining companies, 
January 1, 1975 rates are identical ~rith the February 1, 1974 "Go-in" rates. 

Iii f ·~ 



12. 

ANNUAL IJERSONAL DlJDRY AUTa·10BILE D~SURANCE PREHIUHS 
OF 15 LEJI.DIHG INSURERS AND ASSICJED RISK PLAN 

UNDER NO-FAULT (l/l/75) AND PRIOR TO NO-FAULT (l/1/73) 

BRONX COUlffl SOUTH 

Minimum CoveraRe l-1edium Coverage HiZher Coverage_ 
Company 1/l/75 l/1/73 1/1/75 l/l/T3 1 1/75 l/l/73 

Adult-Preferred Risk 

Allstate $ 97 $144 $123 $177 $147 $203 
Hartford 137 161 173 2o6 217 246 
Aetna Casualty 103 124 134 159 170 191 
Government En~loyees 77. 85 96 112 120 132 
Travelers 121 148 11+9 185 186 218 

State Farm Hutual 110 127 131 160 153 187 
Empire Mutual-):- 97 124 119 157 149 184 
Liberty 1-h.J.tual Fire 91 114 115 142 146 166 
Nationwide Mutual 107 122 132 155 157 181 
Merchants l-rutual 91 107 113 132 141 156 

Ins. Co. of North America 117 130 143 163 178 189 
Lumbermens l-rutual Casualty 137 159 169 199 2o4 232 
Utica Hutua1.* 97 137 119 169 ]_).J9 199 
Gel"leral Accident lo4 122 127 153 160 178 
Boston Old Colony 107 128 133 159 165 187 
Assigned Rish. 102 118 135 159 162 175 

Unmarried Male-Age 20-0ne Chargeable Acc:ldent 

Allstate $277 $431 $343 $5o4 $4o6 $574 
Hartford 346 4o6 437 520 530 623 
Aetna Casualty 259 312 336 401 413 482 
Government Emploj~es 164 192 2o4 243 245 282 
Travelers ~·21 521 513 639 616 742 

State Farm Hutual 426 502 505 614 560 716 
Empire l-rutual* 202 295 248 364 296 ~·23 
TJiberty Mutual Fire* 217 3o4 272 378 327 437 
Nationwide Mutual 308 368 380 452 442 522 
Merchants Hutual 265 310 327 384 389 ll-45 

Ins. Co. of North America 313 359 381 439 458 508 
Lumbermens Mutual Casualty 308 368 381 448 450 519 
Utica lfutual* 244 345 300 426 358 503 
General Accident 310 368 379 452 456 522 
Boston Old Colony 270 322 335 401 398 472 
Assigned Risk 300 356 394 1~4 450 514_ 

{_, ~ ,-.. 
' : .1 

·X·The January 1, 1975 rates for these companies are lower than the no-fault 
"go-in" rates they charc;ed on Februnry 1, 1974. For the remaining companies, 
January l, 1975 rates nre identical with the February 1, 1974 "go-in" rates. 
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ANNUAL PERSONAL JN,J1J".KY AUT0!'-10BILE INSURII.NCE PREMIUHS 
OF 15 LEADDW INSURE1\S AND ASSIGNED RISK PLAN 

UNDER NO-FAULT (1/1/75) AND PRIOR TO NO-FAULT (1/1/73) 

BROOia..YN 

Minimum Covera~ Medium coverffl Hi~er Covera.~ 
Company l]lfJ5- -lN73 -J]l/75 111 73 f:._/1.(75 }-lfr-'71 

Adult-Preferred Risk 

Allstate $lo4 $141 $131 $174 $156 $200 
Hartford 138 162 175 207 218 247 
Aetna Casualty 116 140 150 179 190 214 
Government Employees 87 98 108 128 135 150 
Travelers 132 163 164 2o4 2o4 239 

I State Farm Hutual 108 124 129 156 151 183 
Empire Mutual* 97 125 119 158 149 185 
Liberty Jl1utua1 Fire 98 123 123 153 156 178 
Nationwide lvfutual 113 130 140 165 167 193 
Merchants Hutual 90 105 111 130 139 152 

Ins. Co. of North America 125 167 152 2<X) 189 231 
Lumbermens lfutual Casualty 126 146 155 183 188 211+ 
Utica Mutual-!!- 105 138 129 171 160 200 
General Accident 111 130 137 163 171 189 
Boston Old Colony 114 138 142 171 175 200 
Assigned Risk 103 119 137 160 163 176 

Unmarried H~le-Age 20-0ne Chargeable Accident 

Allstate $296 $421 $366 $!~92 $433 $561 Hartford 31+1 408 441 523 535 625 
Aetna Casualty 293 352 378 452 46 3 541 Government Employees 188 222 234 278 279 322 
Travelers 46o 571 561 700 674 813 

Sta. te Farm Mutual 418 495 495 662 549 772 Empire Hutual* 198 290 244 358 291 416 
Liberty Mutual Fire* 234 328 292 407 351 470 Natiomricle Mutual 327 392 403 479 469 555 Merchants Mutual 259 305 320 376 381 427 

Ins. Co. of North America 335 464 407 560 488 648 
L"illllbermens Hutual CaGUB.lty 289 345 356 422 4·21 1+90 Utica Hutualt:- 265 347 ~26 431 ~86 5cxS General Accident 329 392 03 479 85 556 
Boston Old Colony 288 347 358 431 426 5o6 
Assigned Risk 302 359 397 469 454 519 ,::-, 

' ; 

1-. 
r 

*'l'he January 1, 1975 r-ates for these companies are lower than the no-fault 
"go-in" rates they charged on J<,ebrun.ry 1, 1974. For the r erae. ining corr;p:'1n:ies, 
January 1, 1975 rates are identical 'rith the },ebruary 1, 1974 ngo-in" ratea. 
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ANNUAL PERSONAL INJURY AUTOHODILE TIISURJ\NCE PREMIUMS 
OF 15 LEADING INSURERS AIID ASSIGNED RISK PLAN 

UNDER NO-FAULT (l/1/75) AND PRIOR TO NO-FAULT (1/1173) 

MANH!ITTAN 

Minimum Coverage Hedium Coverage 
CompanJ: 1/i775- 1[1173 --i!i7f5- \Ti!73 

Adult-Preferred Risk ---------------

Allstate $ 85 $134 $108 $165 
Hartford 112 130 141 168 
Aetna Casualty 88 lo6 113 137 
Government Employees 72 Bo 90 105 
Travelers 108 133 134 167 

State Farm Mutual 1~ 120 125 151 
Empire Mutual* 119 115 152 
Liberty Mutual Fire 90 lo6 114 132 
Natiomride Hutual ·94 104 115 134 
l-1erchants Mutual Bo 94 98 116 

Ins. Co. of North America 99 121 123 152 
Lumbermens Hutual Casualty 131 150 159 187 
Utica Hutual* 88 132 108 164 
General Accident 90 lo4 110 132 
Boston Old Colony 91 109 112 135 
Assigned Risk 94 107 123 145 

Unmarri<:_<!_ Male -}.g_:::_ 20-0n~ _ _g_h_?._~gea bl~ __ Accident 

Allstate $239 $401 $296 $470 
Hartford 282 327 356 424 
Aetna Casualty 221 266 284 345 
Government Employees 155 180 193 229 
Travelers 376 465 460 571 

State Farm Mutual 4o4 476 480 641 
Emplre Mutual* 194 284 239 351 
Liberty Hut-ual Fire* 216 281 270 351 
Natiomride Mutual 265 313 326 387 
Merchants Mut'ual 232 273 285 336 

Ins. Co. of North America 264 334 325 409 
Lumberrr.ens Mutual Casualty 294 351 364 429 
Utica Mutual* 221 332 272 414 
Gene1~1 Accident 264 313 323 385 
Boston Old Colony .229 273 282 340 
Assigned Risk 273 323 360 424 

Higher Coverage 
--ififi5-ifi773 

$129 $190 
178 201 
146 164 
114 124 
168 197 

147 176 
144 178 
11+5 155 
139 157 
124 136 

154 177 
192 218 
137 192 
140 l5:J 
141 159 
11~8 160 

$351 $531+ 
433 507 
311-9 414 
231 266 
554 664 

533 744 
286 4o8 
325 4o6 
380 449 
341 391 

392 474 
430 496 
328 485 
391 446 
338 l1-01 
412 469 

;:-'tO 
*The January 1, 1975 rates for these companies are lmrer than the no-fault 

"go-in" rates they charged on February 1, 1974. For the remaining Co!npanies, 
January 1, 1975 rate8 are identical with the February 1~ 1974 "go-in" rates. 
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AllliUAL PERSON.AL HiJURY AU'l'OHOBILE tNSURA.NCE PREMIDNS 
OF 15 LEADING HJS1JREP.S AND 1\SSIGNED RISK PLAN 

. UNDEJ.\ NO-},AULT (l/1/75) AND PRIOR TO NO-FAULT (1/1/73) 

) 
QUEENS SUBURBAN 

Hinimum Coverage Medium Coverage 
Company 1/l/75 1/1/73 1/1/75 1/1/73 

Adult-Preferred Risk 

Allstate $ 81 $ 96 $103 $121 $123 $140 
Hartford 81 93 102 121 132 146 
Aetna Casualty 81 95 103 123 134 149 

· Goverrunent Employees 70 78 88 103 lll 122 
Travelers 89 1o4 109 134 139 159 

State Farm Mutual 84 95 100 122 ll9 142 
Empire Mu:cual* 76 93 93 121 ll8 141 
Liberty lfutual Fire 76 95 96 120 124 140 
Nationwide lviutu.al 78 86 96 112 ll7 131 
Merchants Mutual 77 88 95 lll 120 130 

Ins. Co. of North America 90 103 111 129 140 151 
Lumbermens Mutual Casualty 98 112 122 143 149 168 
Utica l1utual* 72 97 86 123 Lll 145 
General Accident 76 86 93 111 119 131 
Boston Old Colony 80 93 99 ll8 125 140 
Assigned Risk 88 99 ll5 135 140 149 

( 

Unma..:t-ried Male-Age 20-0ne Chargeable Accident 

Allstate $261 $314 $324 $371 $383 $424 
Hartford 239 273 301 357 367 432 
Aetna Casualty 239 279 303 363 373 441 
Government Employees 165 193 205 244 246 284 
Travelers 382 454 lfu4 562 556 651 

State Farm Mutual 318 373 377 h61 421 537 
Empire Hutual* 170 251 210 312 252 362 
Liberty l·futual Fire·K- 230 316 286 401 343 462 
Nation~~de Mutual 245 291 301 358 352 416 
Merchants Hutual 254 291 312 366 371 424 

Ins. Co. of North /~erica 279 314 342 384 410 445 
Lumbermens Mutual Carma.lty 264 314 326 385 387 ~.4{) 
Utica Mutual* 212 280 254 357 305 422 
General Accident 247 290 301 358 365 · 417 
Boston Old Colony 236 273 291 348 347 414 
Aasigned Risk 255 302 336 397 386 l~38 

-
/. • { U I(/) ~ ..... 

-K-The January 1, 1975 rates for these conrpanies are low·er than the no-fault '.; 
\."1 

"go-:tn'' ru tes they charged on February 1, 1974. For the remaining companies, 
January 1, 1975 :rutes are identical with the February 1, 1974 "go-in" rates. 
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ANNUAL PERSONAL INJURY AUTOMOBILE D1SURANCE PREHIUNS 
0::' 15 LEADDW DISURERS AND ASSIGNED RISK PL.A.N 

UND:E.'R NO-FAULT (1/1/75) AND PRIOR TO NO-FAULT (1/1/73) 

STATEN ISLAND 

Minimum Coverage Medium Coverage 
Com;pany 1/1/75 ill/__73 1/1/75 1/1/73 

Adult-Preferred Risk 

Allstate $ 60 $ 65 $ 77 $ 83 $ 93 $ 98 
Hartford 64 74 82 97 108 118 
Aetna Casualty 61 74 79 97 105 118 
Goverrunent Employees 53 58 66 78 86 93 
Travelers 61 70 76 93 99 112 

State Farm Hutua:t. 61 67 73 88 90 1o4 
Empire Mutual* 54 64 66 86 88 101 
Liberty Hutual Fire 52 61 67 79 90 94 
Natiomride Mutual 61 66 75 87 92 102 
Merchants Mutual 57 64 70 82 91 97 

Ins. Co. of North America 59 65 76 83 99 99 
Lumbermens Mutual Casualty 71 78 87 101 108 119 
Utica HutuaP- 52 68 64 87 85 lo4 
General Accident 58 66 72 86 95 102 
Boston Old Colony 56 65 69 83 90 99 
Assigned Risk 63 71 83 98 1o4 107 

Unmarried 11a.le-Age 2o.:..one Chargeable Accident 

Allstate $190 $269 $237 $321 $281 $366 
Hartford 188 216 240 285 295 31+8 
Aetna Casualty 179 216 232 285 287 348 
Government Employees 157 182 195 232 234 269 
Travelers 257 303 316 378 381 443 

State Farm Mutual 230 264 274 331 309 388 
Empire Mutual* 170 246 210 306 252 355 
Liberty Hutual Fire* 158 202 197 264 239 305 
Hatiomride Mutual 232 277 287 340 335 396 
Herchants 1'-lutual 184 211 226 267 271 308 

Ins. Co. of No1~h America 182 249 232 3o6 281 355 
Lumbermens Mutual Casualty 253 300 312 368 370 427 
Utica Mutual* 152 195 188 251 227 301 
General J\ccident 234 277 288 343 348 .399 
Boston Old Colony 164 189 201 243 243 291 
Assigned Risk 251 296 332 389 381 1~30 

f 
1'0 '·-..., 

• v • 

*The January 1, 1975 rates for these compan1e::; are lm-rer than the no-fault 
"go-in" rates they charged. ~m February l, 1971~. For the r emaining compn n:ics, 
January 1, 1975 rates are identical with the February 1, 1974 "go-in" :cates. 
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ANNUAL PERSONAL DI,JUI\Y AUTOMOBILE INSURANCE PRll.UlMS 
OF 15 LEr\DDIG UTSUREP..S MID !1SS: 3T11F_.D RISK PLAN 

· UNDER NO-FAULT (1/1/75) AND PRIOR TO NO-FAULT (1/1/73) 

HEMI'STEAD TOONSliTP 

Minimum Coverage Medium Coverage 
Company 1/1/75 1/1/73 1/1/75 1/1/73 

Adult-Preferred Risk 

Allstate $ 68 $ 79 $ 88 $100 
Hartford 67 77 85 101 
Aetna Casualty 68 82 88 107 
Government Employees 52 56 65 76 
Travelers 70 80 86 105 

I 

85 1o4 State Farm Mutual 71 79 
Empire Mutual·* 58 72 72 95 
Liberty Mutual Fire 62 74 79 94 
Natiomride Hutu.a~ 67 75 83 99 
Merchants Mutual 64 73 79 93 

Ins. Co. of North America 73 82 92 1o4 
Lumbermens Hutua.l Casualty 71 78 8r( 102 
Utica JJ,u.tual* 58 75 71 96 
General Accident 66 75 82 98 
Boston Old Colony 65 76 So 97 
Assigned Risk 69 76 89 105 

Unmarried Male-Age 20-0ne Chargeable Accident 

Allstate $216 $299 $268 $355 
Hartford 197 225 250 297 
Aetna Casualty 200 240 257 315 
Government Employees 1~- 165 179 212 
Travelers 296 346 360 422 

State Farm Hutua1 271 314 322 392 
Empire Hutual* 160 231 197 288 
Liberty MutLml Fire* 187 246 234 315 
Natiomride l1utua1 231 275 285 339 
Merchants Mutual 209 239 257 300 

Ins. Co. of North America 225 291 281 356 
Lumbermens Mutual Casualty 239 281 295 344 
Utica M-u.tua1* 170 215 209 278 
General Accident 234 275 287 338 
Boston Old ColoP~ 191 222 235 285 
Assigned Risk 2lt4 287 321 379 

17. 

Hi,her Coverage: 
1 1/75 1/1/ 73 

$105 $ll8 
112 122 
115 129 

85 91 
111 126 

103 123 
94 lll 

lo4 ll2 
102 115 
102 110 

117 122 
108 121 
~! 113 

107 116 
lo4 115 
110 116 

$317 $lw4 
307 360 
317 381 
216 246 
433 490 

361 46o 
238 334 
281 364 
333 396 
307 342 

339 413 
350 ~-00 
254 327 
347 392 
283 339 
368 418 

,.,. . ..... 
/ , I U fi /) ';-... 

• <',; \ 
(;' 

*'l'he January 1, 1975 ra. tes for these companies nre 1m,rer than the no-fault 
"go-in" rates they ch.ll.!'{jed on February 1, 197i+. F'or the remaininr; companies, 
January 1, 1975 rates are 1denticnl 'i·ri th the February 1, 197~· "go-in" rates. · 

Jl r· J 



' 18. 

AltNUAL PERSONAL lliJURY AtJT01>10BIT....E INSURAXCE PR.F.KL11MS 
OF 15 LEADUTG DTSUR.."SRS PJID ASSIGNED RISK PLAN 

tniDER NO-FAULT (1/1/75) AND PRIOR TO NO-FAUL'r (1/1/73) 
'. 

SUFFOLK COUNTY EAST 

Miniraum CoverP£ e Medium Coverage Hi,her Coverage 
Company 1/1/75 1/1/7~ 1/1/75 1/1/73 

1 

1 1/75 1/1/73 

.. 
~t-
{-

Adult-Preferred Risk 

. Allstate $ 64 $ 67 . $ 83 $86 $ 99 $101 

H~tford 65 75 83 99 109 120 

Aetna Casualty 52 65 69 86 93 1o4 

Gove1~ment Employees 47 51 59 69 78 82 

Travelers 65 75 81 100 lo4 119 

State Farm Mutual 61 67 73 88 90 1o4 

Empire Mutual* 56 67 69 90 91 lc6 

Liberty Nutual Fire 56 67 70 86 94 ll5 

Hatiorrwi<le Hutual 63 69 78 90 95 lc6 

Merchants Mutual 59 68 73 87 95 103 

Ins. Co. of North America ~~ 
62 76 80 99 95 

Lurnbermens Hutual Casual t.-y 71 78 92 98 ill 

Uti ca. Mutun.l * 54 73 66 93 88 111 

General Accident 61 69 76 90 99 ~ "'7 _v, 

Boston Old Colony 60 69 75 89 97 105 

Assigned Risk 66 •74 87 102 108 112 

Unman~ied Male-Age 20--0ne Chargeable Accident 

Allstate $201 $277 $250 $329 $296 $375 

Hartford 191 219 244 291 299 354 

Aetna Casualty 152 189 201 252 250 3c6 

Government Employees 140 159 173 205 209 238 

.Travelers 277 322 338 401 4c6 458 

State Farm Mutual 228 261 271 320 305 375 

Empire Mutual* 172 252 212 313 254 363 
Liberty Hut unl Fire* 187 254 232 328 279 432 
Na tiom·ride Mutual 242 287 298 353 348 4ll 
Herchants Mutual 207 236 253 299 302 347 

Ins. Co. of North America 182 240 232 294 281 342 
Lumbermens Hutual Casualty 231 271 280 333 337 387 
Utica Mutual* 158 227 194 291 236 349 
General Accident 244 287 299 351 362 4o8 
Boston Old Colony 176 201 218 261 262 309 
Assigned Risk 255 302 336 397 385 438 

- J·l'R ~ /.;:. ·t .. 
lt:'.t <~ 

·lE-The January 1, 1975 r ates for these companies ar e lover than the no-fault 
"go-in" rates they charged on February 1, 1974. For the rema ining companies, 
Jnnunr-.1 l, 1975 rates are identi~.l with the .F'ebru.P.ry 1, 197lJ. "go-in" rates. 

1'1'!-"!r:T: ... 



19. 

ANNl'AL PE.i1SON.A.L INJURY AUTOV.OBILE DTSURANCE PHElffiJHS 
OF 15 LEADING lliSURERS AND ASSIGNED RISK PLAN 

UNDER NO-FAULT (1/1/75) AND PRIOR TO NO-FAULT (1/1/73) 

NORTH HEMPSTEAD 

~inimum Covera5e Medium Coverage HiZher Co~e 
Company 1/1/75 1/1/73 1/1/75 1/1/73 1 1/75 1 1 73 

Adult-Preferred Hi s k 

Allstate $ 58 $ 69 $ 74 $ 88 $ 90 $103 
Hartford gi 66 72 87 96 lc6 
Aetna Casualty 74 78 97 105 118 
Government Employees 46 50 57 68 77 81 
Travelers 63 72 77 95 102 114 

State Farm Mutual 66 73 78 96 97 113 
Empire Mutual·* 54 64 66 86 88 101 
Liberty Mutual Fire 44 62 57 80 79 94 
nationwide Hutua.l 58 63 71 84 89 98 
Nerchants JVrutual 55 62 66 79 88 ol~ 

/ 

Ins. Co. of North America 60 69 76 89 100 lc6 
Lumber.nens Mutml Casualty 63 70 76 93 97 110 
Utica Hutual->~ 50 71 61 91 81 108 
General Accident 56 63 69 84 92 100 
Boston Old Colony 57 66 69 814 91 100 
Assigned Risk 64 71 83 98 105 108 

Unmarried Hale-Age 20-0ne Chargeable Accident 

Allstate $182 $283 $226 $336 $269 $384. 
Hartford 167 192 211 255 261 312 
Aetna Casualty 179 216 231 285 287 348 
Government Employees 137 156 169 201 205 234 
Travelers 267 312 325 389 392 455 

State Farm Nutual 250 288 295 362 333 322 
Empire lfutual* 143 207 176 261 202 302 
Liberty Mutual Fire* 132 206 168 266 203 307 
Nationwide Hutua.l 218 259 268 320 315 372 
Merchants Mutual 177 202 217 257 262 299 

Ins. Co. of North America 185 264 234 324 285 376 
Lumbermens Mutual Casualty 214 252 265 311 316 361 
Utica Mutual-l<· 1116 2o4 179 263 215 312 
General ;kcident 221 259 269 318 328 368 
Boston Old Colony 167 192 203 246 246 204 
Assigned Rick 237 368 356 

/ / {J 279 310 ~-07 (_,. 
,_ 

·- ' I 
, I 

•• 
·*The Jarmary 1, 1975 rates for these companies are 1m.,rer than the no-fault 

"co-in" rntcs they charr;cd on February 1, 1974. Y.'or the remaining companies~ 
Ja.nuary 1> 1975 rates arc identical with the February 1, 197Ll. "go-in" rates. 



20. 

ANNUAL PERSONA TJ DfJURY A UTOY.DBILE TifSURfu'fCE PR.EMIUMS 
OF 15 LF..ADDW lliSUREI{S AliD ASSIGNED RISK PLAH 

UNDEr NO-FAULT (1/1/75) AND PRIOR TO NO-FA'GLT (1/l/'73) 

OYSTER BAY 

Minimum Cover~ l•ledium Covers~ 
Co~ T[f[75T[i773 1/1/75 17ll73-

Adult-Preferred Risk 

Allstate $ 64 $ 68 . $ 82 $ 87 
Hartford 62 72 78 94 Aetna Casualty 59 71 75 93 
GoverTh~ent Employees 50 54 62 73 Travelers 61 70 75 93 

State Farm Hutual 64 71 75 94 ' 52 63 63 84 Empire Hutual* 
Liberty Vrutunl Fire 54 64 68 83 . Natiom-ride Mutual 62 67 75 88 
Merchants Hutual 57 64 69 82 

Ins. Co. of North America 58 63 74 81 
Lumbermens Mutual Casualty 62 68 75 90 Utica Hutual* 51 68 62 87 
General A8c:lde~t 6o 68 ..... ~ 89 1.) 
Boston Old Colony 57 67 '70 85 
Assigned Risk 60 67 78 93 

Unmarried Hale-Age 20.:0ne Chc1.rgea ble Accident 

Allstate $199 $281 $247 $334 1Iartford 182 210 229 276 
Aetna Casualty 173 207 220 273 Governr:,ent Employees 147 169 181 217 
Travelers 257 303 315 379 

State Farm Mutual 242 278 286 350 Empire Mutual* 142 204 175 257 Liberty Hutunl Fire* 162 213 203 276 Na tiomricle Mutual 229 271 280 334 Merchants Hutual 184 211 225 267 

Ins. Co. of North America 179 243 228 299 Lumbermens r.tutual Casualty 210 21~5 259 303 Utica 1-i"utual* 149 195 182 251 General Accident 230 271. 280 333 Boston Old Colony 167 195 2o6 249 Assigned Hisk 239 280 313 369 

Hi~her Coverage 
1 1/75 -g__J]jj 

$99 $102 
lo4 111+ 
101 113 
82 87 
99 112 

93 110 
84 98 
92 97 
94 lo4 
91 97 

98 95 
96 107 
83 104 
9'7 l<b 
93 1CT2 
99 102 

$293 $380 
283 336 
275 333 
220 251 
381 443 

323 410 
212 298 
21W 319 
329 388 
271 3Ll 

278 347 
309 351 
221 301 
341 386 
250 300 
359 4o8 

*The tTanuary 1, 1975 rates for these companies are 1m<cr than the no-fault "go-in" rates they charrsed on February 1, 1974. For the remaining companies, Janu.3.ry 1, 1975 ra.tes are identical >ri th the Februa:cy 1> 197l+ "go-in" raten. 
-~-- ..---~·~--- _ .... - .. 

If . 1 



.ANNUJ\L PERSONAL INJURY AUTO}·:OBILE INSURANCE PREMIUHS 
')F 15 LF..ADING n¥'SURERS ANn .1\SSIG.NED RISK PLAN 

. UNDER NO-FAULT (1/1/75) AND ?RIOR TO NO-FAULT (1/1/73) 

CENTRAL WESTCHESTER 

Mininrum Coverage :M.edi um CovZZ~ 
Company 1/1/75 1/1/73 1/1/75 1 1 73 

Adult-Preferred Risk 

Allstate *50 $ 55 * 65 $ 72 
Hartford 50 57 64 76 
Aetna Casualty 43 52 56 69 
Government Employees 45 49 57 66 
Travelers 50 56 62 76 

State Farm Jvlutual 55 62 66 80 
Empire Jvlutual* 44 53 55 72 
Liberty Hutua1 Fire 43 58 56 76 
Na.tiomrl.de :t.futual 47 51 58 69 
Merchants 11utual 46 51 56 65 

Ins. Co. of North America 48 60 63 77 
Lumbermens Jvlutual Car.;ual ty 51 54 62 72 
Utica Mutual* 4o 57 h9 73 
General Accident 47 51 57 69 
Boston Old Colony 49 53 61 68 
Assigned Riflk . 52 57 69 81 

Unnnrr~.ed Hale-Age 20-0ne Chargeable Accident 

Allstate $151 $227 $189 $272 
1-rartford 146 165 186 222 
Aetna Casualty 125 150 162 201 
Government Employees 135 153 168 198 
Travelers 208 238 254 300 

State Farm l-1utual 210 241 249 302 
Empire Hutual* ll9 170 146 215 
Liberty Hu-t;ual Fire·x- 129 192 164 253 
Nationwide Hutual 180 209 221 262 
Merchants l>lutual 145 164 177 209 

Ins. Co. of North America 147 229 192 282 
Lumbermens Hutua.l Casualty 176 .203 217 256 
Utica Hutual* 116 162 143 210 
General Accident 178 209 219 261 
Boston Old Colony 14-3 153 176 198 
Assigned Risk 2o4 237 268 315 

21. 

$ 79 $84 
86 93 
77 85 
76 80 
82 93 

82 95 
75 85 
77 89 
73 81 
75 78 

84 92 
80 85 
68 07 v, 

77 82 
81 82 
87 89 

$224 $310 
230 273 
2o4 249 
203 230 
307 352 

281 353 
180 250 
200 292 
260 3o4 
215 243 

234 328 
259 296 
176 250 
267 302 
214 240 
310 348 

; 

/ .... \J /) 

~ . ,. 
*The January 1, 1975 rates for these companies are lm;er t!mn the no-fau1 t 

"go-in" ra tes tl>..ey char ged on r ebruary 1, 1974. l~or the remai ning companies, 
January 1, 19'75 rates are j_dcnticu1 ;-rith th€ Fe·oruary 1, 1974 "go-in" rates. 

-!1 · - - .. --r .... .-.. .. - .. .- --- -.-
I . ~ r: ! 



. 22. 

ANNUAL PERSONAL DfJURY AUTOl,~OBILE DfSlJRAliCE PREMIUMS 
OF 15 LEADlliG UiSl.n{ERS AND ASSIGNED RISK PIJ\N 

IDIDER NO-FAULT (1/1/75) AND P?.IOR TO NO-FAULT (1/1/73) 

ALBANY 
,, 

Minimum Coverage Medium Covera~e Hizher covere.r:e 
Company 1/1/75 1/1/73 1/1/75 1/1/73 1 1/75 1/1/73, 

Adult-Preferred Risk 

Allstate $ 74 $ 81 $ 95 $103 $114 $120 
Hartford 78 90 99 ll8 128 142 
Aetna Casualty 72 87 94 113 122 136 
Government Employees 53 57 66 77 86 91 
Travelers 78 92 97 119 124 142 

State Fann Mutual 77 86 92 lll 111 129 
Empire Hutual* 64 79 79 103 102 120 
Liberty Nutual Fire 63 76 81 97 lo6 114 
Natiorrwide Mutual 67 74 83 98 102 115 
Merchants Hutual 68 78 84 99 107 117 

Ins. Co. of North America 79 81 98 103 125 121 
Lum'bermens Mutual Casualty 73 80 89 105 lll 122 
Utica 11utuaP· 67 93 82 l.l8 lo6 140 
General Accident 67 76 84 99 108 117 
Boston Old Colony 73 85 90 108 114 128 
Assigned. Risk 93 105 122 142 147 156 

Unmarried ~-lale-Age 20;_0ne Chargeable Accident 

Allstate $233 $296 $290 $350 $343 $11-00 
Hartford 230 264 290 348 355 420 
Aetna Casualty 212 255 275 333 339 402 
Government Employees 130 1~-8 162 191 196 222 
Travelers 335 401 410 495 492 578 

State Farm Mutual 291 339 346 421 387 492 
Empire Mutual* 173 254 213 315 256 365 
Liberty Hutual Fire* 190 254 240 324 290 374 
Natiomricle Hutual 224 262 276 326 324 379 
Merchants lvrutu.a.l 226 256 276 322 329 368 

Ins. Co. of North America 245 275 303 337 364 390 
Lumbermens Mutual Casualty 224 264 277 327 329 379 
Utica 1-fu.tual * 197 269 242 342 290 407 
General Accident 223 262 273 322 331 373 
Boston Old Colony 215 249 263 318 315 378 
Assigned Risk 266 315 351 413 402 457 

/Po '· 
-IPJ'he· January 1, 1975 rates for these companies are lmrcr than the no-fault 

"go-in" rates they chn.rr~cd on FebruD.ry 1, 1971+. For the remaining companies, 
January 1, 1975 rates are identical \-l'i th the Fcbru.ary 1, 1974 "e;o-in'' rates . 

..... __ --
I 

. ~ -. - .... - l ~' 



. 23. 

ANNUAL PERSONllli TIIJURY AUTONOBILE TI~URANCE PREMIUJ.!S 
OF 15 LEADING D~SURERS AND ASSlGNED RISK PLAN 

UNDER NO-FAULT (1/1/75) J\1ID PRIOR TO HO-FAULT (1/1/73) 

BD'GHAMTON 

Minimum Coverage Medium Coverae;e Higher Coverar,e 
Conroany 1/1/75 1/1/73 1/1/75 1/1/73 1/1/75 1/1/73 

Adult-Preferred Risk 

Allstate $ 48 $ 53 $ 63 $ 70 $ 76 $ 83 
Hartford 51 58 65 77 87 95 
Aetna Casualty 42 51 55 68 76 84 
Government Employees 34 36 43 50 60 61 
•.rravelers 49 55 61 75 81 91 

State Farm rfutual 48 51 57 68 73 80 
Empire l~utual* 42 50 52 68 71 81 
Liberty J>1utual Fire 43 49 55 64 76 76 
Natiomride l·futual 47 50 58 67 73 79 
Merchants 1•hltual 43 49 54 63 72 74 

Ins. Co. of North America 42 48 56 63 76 76 
Lumbermen::: Mutual Casualty !J-6 49 56 66 73 78 
Utica Hutual* 4o 58 49 75 68 90 
General Acci&ent 47 50 57 67 77 80 
Boston Old Colony 44 51 55 66 74 79 
Assigned Risk 52 57 69 81 87 89 

Unmarried Hale-A~e 20-0ne Chargeable Accident 

Allstate $147 .$219 $184 $263 .$219 $300 
Hartford 149 168 190 ·225 234 2~q 

I~ 

Aetna Casualty 122 147 159 198 201 246 
Government Employees 97 110 121 143 149 167 
Travelers 2o4 231~ 250 294 303 346 

State Fn.L"m Mutual 177 200 211 255 240 299 
Empire l·futual* 130 18!~ 160 233 195 2'71 
Liberty l•tu.tual Fire* 143 182 180 242 218 279 
Na tiomrlde Hutual 177 2o6 218 257 256 299 
Merchants :t-futual 147 169 182 214 221 2ii-9 

Ins. Co. of North America 128 182 172 225 2ll 263 
Lurobermens 1'futua.1 Casualty 161 186 199 230 239 267 
Utica Hutual* ll6 179 143 234 176 . 282 
General Accident 176 2o6 215 257 263 300 
Boston Old Colony 128 147 159 192 193 231 
Assigned Hiok 2o4 237 268 315 310 348 

''(' ;.,., . (, 

r -
*The Jam.lil.ry 1, 1975 rates for these COJlrpanies ltre lower than the no-fault 

11gO-in 11 rates they churged on Fcbru:iry l, 1974. Fo:r the ren:aining companies, 
Jarl.U1U'Y 1, 1975 rntes are iclent:'Lcal -vlith the February 1, 1974 "eo-in" rates. 

ll l~ t 



. 24. 

ANNUAl, PERSONAL INJURY AUTOHOBILE TIISURANCE PRE£.ITUMS 
C? 15 LF .. J\.DDIG UTSUP.ERS AliD .fi.SSIGNED RISK PLAN 

UNDER NO-FAULT (1/1/75) AND PRIOR TO NO-FAULT (1/1/73) 

BUFFALO AND LACKAHANNA 

Mininrum Coverae;e Medium Coverar;e 
Company Tfi/75 1/l/73 1/1/75 1/1{/3 

Adult-Preferred Risk 

Allstate $96 $ 89 $123 $113 
Hartford* 98 123 123 158 
Aetna Casualty 91 120 119 154 
Government Nnployees 58 63 73 85 
Travelers 95 113 118 146 

State Farm Hutu.ai 74 82 89 107 
El1lJlire Nutual* 78 96 95 125 
Liberty Hutua.l Fire 76 92 97 115 
Natiomrlde Mutual 80 90 99 118 
Herchants 1·1utual 86 98 105 125 

Ins. Co. of North America lo4 103 127 129 
Lumbermens Hut-ual Casualty 90 101 110 129 
Ut:i.cc.. Hutuo.J..* 92 loS 113 134 
General Accident 91 103 lll 132 
Boston Old Colony 88 103 109 131 
Assigned Risk 1o4 120 137 162 

Uruna1Tied Male-Age 20-0ne Chargeable Accidept 

Allstate $309 $314 $383 $471 
Hartford* 290 363 365 68 
Aetna Casualty 269 i~ 352 456 
Goverrunent Employees 128 160 189 
Travelers 4o8 493 498 609 

State Farm 1-1utual 282 325 334 405 
Empire r1utual* 183 268 225 332 
Liberty 1-!utual Fire-l<· 230 305 287 384 
Na tiomride Mutual 260 309 320 380 
l-1erchants Hutual 284 326 347 411 

Ins. Co. of Horth America 323 337 392 411 
Lwnberr1ens J.1utu.al Casualty 251 297 309 365 
Ut:i.ca i·lutual* 272 307 335 389 
General Accident 272 320 333 395 
Bo~ton Old Colony 260 303 322 387 
Assigned Risk 3o4 362 ~-00 471 

$145 
158 
153 

Q}.j. 
-" 

148 

107 
121 
125 
120 
132 

158 
135 
142 
141 
137 
163 

~ 
431 
194 
597 

374 
270 
345 
374 
411 

468 
366 
398 
402 
382 
457 

-l<·The January l, 1975 rates for these conr_panies are lm·rer than the no-fault -

$130 
189 
185 
100 
172 

125 
146 
135 
137 
146 

151 
151 
158 
155 
15l.J. 
178 

$U-24 
561 
549 
220 
7o8 

472 
384-
L~3 
441 
475 

476 
423 
46o 
~59 
456 
521 
/ 

/~· 
t ,-. 
I . 

"go-in" .rates they charged on February 1, 1974. I<'or tbe remaining com:pani.cs, 
January 1, 1975 rates are identical with the February 1, 1974 "go-in" :cates. 

~ l u 't·r:""" 



ANNUAL PERSONAL D'~JDHY AT..i'TOHOBILE DrSURANCE PRElffiJHS 
OF 15 LEJ\DD'W DTSUHERS Al'ID ASSIGNED RISK PLAN 

.UNDER NO-FAULT (l/l/75) AND PRIOR TO NO-FAUJ_,T (1/1/73) 

JANES'l'OHN 

Company 
lvlininrum coveQW 
l/1/75 1/l 73 

Medium Cove~ 
1/1/75 1/l73 

Adult-Preferred Risk 

Allstate $ 50 $ 49 $ 65 $ 64 
Hartford 48 55 62 74 
Aetna Casualty 45 56 59 75 
Government Employees 33 34 42 48 
Travelers 54 6o 67 81 

State Farm Mutual 51 56 61 75 
Empire Mutual* 38 45 46 61 
Liberty 1·1utua1 Fire 37 45 49 59 
Natiomride Hutual 46 47 57 65 
Merchants 1'1utual 43 ~-9 54 62 

Ins. Co. of North America 49 57 64 74 
Lumbermens Mu.tual Casualty 45 48 55 66 
Utica lv1utua1 * 41 55 ~-9 70 
C~nera1 Accident 46 49 56 65 
Boston Old Colony 47 54 58 69 
Assigned Risk 46 50 6o 71 

UIUJl8.rried l-1ale-Age 20-0ne Chaxgeable Acddent 

Allstate $153 $181 $191 $218 
Hartford 140 159 179 216 
Aetn.c<J. Casualty 131 162 172 219 
Government Employees 84 94 105 124 
Travelers 228 258 277 323 

State Farm l'1utual 189 216 225 277 
Empire :Mutual* 105 150 130 192 
Liberty Mutual Fire* 126 168 160 222 
Natiomride Mutual 159 183 196 231 
Nerchants Mutual 147 169 182 214 

Ins. Co. of North America 150 198 195 24l} 
Lu1nbermcns Nutual Casualty 14-4 166 178 208 
Utica Hutua1* ll9 169 143 217 
General Accident 158 183 194 230 
Boston Old Colony 137 156 169 201 
Assigned Risk 162 187 2ll 250 

25. 

HiZher Coverage 
l l/75 Q1j73 

$ 79 $ 76 
83 90 
81 92 
59 59 
88 98 

77 87 
65 73 
69 70 
72 77 
72 74 

85 88 
72 79 
68 85 
76 78 
78 83 
78 78 

$227 $'251 
222 264 
216 270 
131 145 
335 378 

255 320 
160 223 
196 257 
231 269 
221 2lJ.6 

238 286 
214 242 
176 265 
238 268 
205 243 
246 275 

, :' ...... .._ 
,-;.fvP£~"' 
' (,. 

*'l'he Janu.ar:-t 1, 1975 :rates for these co1npanies are 1m;cr than the no-fault 
"go-in" rates they charged on Fcbrunr.y 1, 1971~. For the remain:Lng companies, 
J'nnuary 1, 1975 rates are identical Iii th the l;'ebruary 1, 1971.~ "go-in" r ates • . 

f ~ 
r ,. 
I [ 



26. 

ANNUAL PERSONAL DfJURY AUTO~OBILE TIISURANCE PREiHUHS 
OF 15 J.J.EADING I NSURERS .AND ASSIG1lED RISK PI...AN 

UNDER NO-li'Al.J'LT (1/1/75) A!"'D PI\IOH TO NO-FAULT (l/l/73) 

ROCHESTER SUBURBAN 

Minilmun Coveral'2;e MedilUn Covera~ Higher Coverage 
Company Y1l1i 1Z1z73 1z1Z75 1z1Z73 ~ZlZ75 1{f{f3 

.. 
Adult-Preferred Risk 

Allstate $ 51 $ 62 $ 66 $ 80 $ 80 $ ~+ 
Ha.rtfo1'd 57 66 73 87 96 loS 
Aetna Casualty 51 62 66 82 90 100 
Government Employees 43 45 53 62 72 71+ 
Travelers 56 65 70 87 92 105 

State Farm Hutual 57 63 69 84 86 98 
Empire Hutual * 

> 48 57 59 77 79 91 
Liberty MtrbJ.a1 Fire 46 65 59 84 81 99 
Natiomrlde Hutual 50 53 63 73 78 86 
:M..erchants Mutual 46 52 56 67 75 80 

Ins. Co. of North America 50 72 65 92 87 109 
Lumbermens :t.fu.ttm1 Casualty 51 55 64 73 82 87 
Utica Mutual>..:- 42 65 51 83 71 99 
General Acc:Ul.ant 51~ 61 

,.,.., 
79 89 5#i 00 ,. 

Boston Old Colony 49 57 61 73 81 87 
Assigned Risk 57 63 76 89 95 97 

Unmarried V~le-Age 20-0ne Chargeable Accident 

Allstate $158 $253 $197 $303 $234 $345 
Hartford 167 192 212 255 261 312 
Aetna Casualty 149 180 193 240 241 294 
Government Employees 123 140 153 181 186 21~ 
Travelers 238 277 294 348 354 437 

State Farm Mutual 216 246 257 310 290 365 
Enrpire Mutual·x- 150 215 184 270 222 3l3 
Liberty Hutu.a.l Fire* 154 245 19lt 320 234 368. 
Nationwide Nutua1 189 221 232 276 273 322 
Merchants Hutual 158 181 194 229 235 267 

Ins. Co. of North America 154 278 201 3!~1 245 396 
Lumbermens Mutual Casualty 181 211 224 265 267 308 
Utica Mutual* 122 201 11+9 259 185 311 
General Accident 214 253 262 314 319 368 
Boston Old Colony 143 165 176 213 211t 255 
Assigned Risk 227 265 297 350 342 387 

~·\VII(),.. 
I<) , .. 

*The January 1, 1975 r ates for these companies are lv»"er than the no -fn.ult ' " · 
11 go-in" rates they chare;ed on Februar:{ 1, 1974. For the r err.a inin£ eorrrpa n:i.e~s· ) 
Jar1uary 1, 1975 rates a:re identical v.rith the February 1, 19?4 "go--ln" rates. 



27. 

ANNUAL PERSONAL INJURY AUTOHOBILE INSURANCE PREMIUMS 
OF 15 LE..4DING I NSURERS AND .Ass ·; GNED RISK PLAN 

· UNDER l'K>-FAULT (1/1/75) MID PRIOR TO NO-FAULT (1/1/73) 

ROCHESTER 

1-1inimum Covera~ Medium Coverage 
Company 1/1/75 1/1/B 1/1/75 1/1/73 

Adult-Preferred Risk 

Allstate $ 74 $ 76 $ 95 $ 98 $ll4 $114 
Hartford* 74 90 93 118 122 142 
Aetnn Casualty 65 8o 85 105 112 127 
Government Employees 48 51 60 69 79 82 
Travelers 75 88 93 115 119 137 

I 

62 68 74 State Farm Mutual 90 91 105 
Empire l1utt1.Bl * 56 68 69 91 91 107 
Liberty Mutual Fire 64 77 81 98 105 ll5 
Na tiomnde Mutual 66 73 82 96 100 113 
Merchants Mutual 65 74 81 94 lo4 111 

Ins. Co. of North America 75 76 94 97 120 115 
Lumbermens Mutual Casualty 64 71 78 95 98 112 
Utica l·ftltual* 60 82 75 1C5 98 1 01· 
General Accident 69 78 86 102 110 121 
Boston Old Colony 68 79 85 101 108 120 
Assigned Risk 85 96 ill 131 134 141~ 

Unmarried Y~le-Age 20-0ne Chargeable Accident 

Allstate $233 $286 $290 $339 $343 $386 
Hartford* 218 26l+ 275 348 338 420 
Aetna Casualty 191 234 250 309 3o8 375 
Government Employees 125 142 155 183 188 213 
Travelers 320 381 392 473 471 552 

State Faxw Mutual 230 266 274 335 309 392 
Empire Hutual-l~ 157 227 193 283 233 329 
Liberty Hutual Fire* 178 257 221+ 326 268 343 
Natiomride Hutual 229 272 281 336 329 390 
Merchants Mutual 213 245 261 309 312 358 

Ins. Co. of North America 232 266 289 326 347 378 
Lumbermens Hutual Casualty 2o4 238 253 296 301 311-3 
Utica Mutual* 176 236 221 3o4 264 . 360 
General Accident 250 293 305 359 369 417 
Boston Old Colony 200 231 21+8 297 297 354 
Assigned Risk 263 310 347 407 398 450 

0· Ulft_, 
( 

*The Janua.ry 1, 1975 rates for these companies are lmver than the no-fault 
"go-in" rates they charged on February 1, 1974. For the remaJ.nlJ1G corrrrmnies, 
Janunry 1, 1975 rates are identical ..,"ith the February 1, 1974 "go-in" rates. 
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ANNUAL PERSOIIAL INJURY fl.U'I'OHOBILE INSURANCE PRENIUMS 
OF 15 LEADlHG INSURERS Al'ID !1SSIG1TED RISK PLAN 

UNDEH NO-FAULT (1/1/75) AND PRIOR '1'0 NO-FAULT (l/l/73) 

SYRACUSE 

Minimum Coverase Medium Coverage 
Company l/1/75 1/1/73 1/1/75 1/1/73 

Adult-Preferred Risk 

Allstate $ 61 $ 67 $ 79 $86 
Hartford 57 66 73 87 
Aetna Casualty 60 73 78 96 
Government Employees 47 51 59 69 
Travelers 66 77 82 103 

State Farm Mutual 56 61 68 81 
Empire Mutual* 

I 

52 62 63 82 
Liberty J.1utual Fire 52 64 67 82 
Natiomride Hutual 51 54 64 74 
Merchants Mutual 57 64 '70 82 

Ins. Co. of North knerica 64 77 81 97 
Lumbermens Hutual Casualty 6o 65 73 86 
Utica Hutual* 52 76 64 97 
General Accident 56 63 70 83 
Boston Old Colony 57 67 71 85 
Assigned Risk 66 73 87 101 

Unmarried Mnle-Age 20-0ne Chargeable Accident 

Allstate $192 $251 $239 $300 
Hartford 167 192 212 255 
Aetna Casualty 176 213 229 282 
Government Employees 128 145 159 188 
Travelers 281 332 342 414 

State Farm Hutual 212 241 251 302 
Empire Mutual* 144 210 179 264 
Liberty Mutual Fire* 154 210 196 272 
Natiomride !liutual 191 223 235 279 
Merchants Mutual 184 211 226 267 

Ins. Co. of North America 197 269 249 330 
Lumbermens Mutual Casualty 195 227 240 281 
Utica Mutual* 152 218 188 281 
General Accident 2o4 241 250 299 
Boston Old Colony 167 195 207 21.~9 
Assigned Risk 237 279 312 368 

$ 95 $101 
96 lcx5 

lo4 117 
78 72 

1o6 122 

85 96 
84 97 
90 97 
79 88 
91 97 

105 llti ... 
92 101 
85 115 
92 98 
93 102 

107 111 

$284 $341 
261 312 
284 345 
192 218 
412 483 

284 357 
217 3o6 
237 314 
276 326 
271 311 

301 382 
286 329 
227 333 
3o4 348 
250 300 
358 lta7 

_,"' ': 

(::~· 
*The J·~muary 1, 1975 rates for these companies are lmrer than the no-fault 

"go-in" rates they char ged on February 1, 19711-. For the rerr~ining companies, 
January 1, 1975 rates are identical ·..rith the February 1, 1974 "go-in" rates. 
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.ANNUAL PERSONAL n~;n.my AUTO!-~OBILE INSURJ\NCE PRDITUMS 
OF 15 LE.I\DING INSURERS Al\TD l\SSIGNED RISK PLAN 

'LiNDER NO-FAUL'f (1/1/f5) AND PRIOR '1:0 NO-FAUL'l: (1/1/73) 

WATERTOHN 

MinDnum Coverage Medium CovZZge 
Company 1/1/75 1/1/73- 1/1/75 1 1 73 

Adult-Preferred Risk 

.Allstate $ 35 $ 39 $ 14.6 $54 $ 58 $ 65 

Hartford 38 43 49 59 68 72 

Aetna Casualty 28 36 38 50 56 63 

Government Employees 33 34 42 48 59 59 

Travelers 41 43 50 60 68 75 

State Farm Mut~l 42 45 51 63 66 72 

Empire Mutual* 31 35 38 50 55 60 

Liberty 1·1utual Fire 28 38 38 52 56 62 

Nationwide Mutual 36 37 45 52 58 62 

Herchants Hutual 33 36 41 46 57 55 

Ins. Co. of North America 33 42 46 55 64 67 

Lumbermens Mutual Casualty 37 38 45 54 60 65 

Utica l'-1utual·* 30 4o 35 52 52 61~ 

General Accident 36 3? 45 51 62 62 

Boston Old Colony 35 4o 43 52 6o 64 

Assigned. Risk 35 39 46 58 63 63 

Unmarried Hale-A~e 20-0ne Chargeable Accident 

.Allstate $108 $157 $135 $191 $162 $218 

Hartford 110 123 140 171 175 210 

Aetna Casualty 80 102 109 144 140 183 

Government Employees 92 lo4 115 136 142 159 

Travelers 166 179 201 228 244 271 

State Farm Hutual 156 172 185 221 212 261 

Empire Mutual* 91 128 112 165 140 192 

Liberty Nutual Fire-h· 97 143 125 197 154 227 

Na tiomr.l..de Hutual 131 148 162 191 193 223 

Merchants Mutual 109 124 134 157 165 185 

Ins. Co . of North America 99 157 137 194 170 229 

Lumbermens lvrutual. Casualty 126 143 154 181 186 212 

Utica Hutual* 86 125 101 165 128 2o4 

General Accldent 129 152 159 193 197 226 

Boston Old Colony 101 114 1211. 150 153 186 

Assigned Risk 139 15_9 182 214 213 236 

i('l'hc Janu.n.ry 1, 1975 ra tcs for these companies n.re lm1er than the no-fault 

rft~ 

"go-in" rates they charGed on Fcb:r:-tmry 1, 197L.. For the rcmn.ining com:Panies, 

January 1, 1975 rates are :!.denticn.l with the rcbru.B~'Y 1, 1974 "go-in" rates. 

-·-···· .. 
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ANNUAL PERSONAL INJURY AUTO~~OBILE INSURANCE PREHIUMS 
OF 15 LEJ\DDW DiSURERS AND ASSIGNED RISK PLAN 

UND:..:R NO-FAULT (1/1/75) AND PlUOR TO NO-FAULT (1/1/73) 

SUFFOLK COUNTY \-lEST 

" Minimum Coverage Medimn Coverage Higher Covera('r,e Company 1z1Z15 171/73 1z1Z15 1Z1Z13 1z1Z15 1z1Z73 
'·-

Adult-Preferred Risk 

Allstate $ 64 $ 77 $ 82 $ 99 $ 99 $115 Hartford 71 82 89 107 118 129 Aetna Casualty 59 71 75 93 101 113 Government Employees 52 56 64 75 85 90 Travelers 65 76 80 101 lo4 121 
State Farm Hutual 70 78 83 103 102 120 Empire Mutual* 58 72 72 95 95 lll Liberty Hutual Fire g§ 73 75 94 99 110 Natio~Nide Yrutual 69 77 92 95 107 Merchants Hutual 60 68 73 87 96 103 

Ins. Co. of North America 66 77 83 98 108 116 Lumbermens Mutual Casualty 64 71 78 94 99 111 Utica Mutual* 53 76 64 97 86 11) General Accident 61 69 75 91 99 107 Boston Old Colony 57 66 69 84 91 100 Assigned Risk 71 78 91 108 113 119 

Unmarried Hale-Age 20-0ne Char~eable Accident 

Allstate $201 $308 $249 $365 $295 $415 Hartford 209 240 264 315 325 381 Aetna Casualty 173 207 220 273 275 333 Government Employees 152 175 187 224 226 259 Travelers 277 326 337 407 4o6 475 
State Farm 1·1utuul 263 3o6 312 386 351 450 Empire Mutual* 175 255 215 316 258 367 Liberty :Mutual Fire* 199 275 249 355 297 409 Nationwide Mutual 232 277 286 342 335 397 Merchants Hutual 209 238 256 302 307 350 
Ins. Co. of North America 203 287 255 351 309 4o8 Lumbermens 1·iut-...w.l Casualty 234 275 287 338 342 391 Utica Mutual* 155 237 188 3o4 230 362 Gen8ral Accident 235 277 287 340 349 394 Boston Old Colony 167 192 203 246 246 294 Assigned Risk 21~7 291 325 383 373 423 

-
~· <,' 

*The Januar.f 1, 1975 rates for these companies arc lrnver than the no-fault "go-in" rates they charged on February 1, 1974. For the remaining companies, January 1, 1975 rates a:re identical vrit.h the February 1) 1974 "so-in" rates. 
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NOTES 

Assigned Risk premiums based on $50,000/$100,000 maximum bodily 
injury liability and residual liability and $1,000 medical payments. 

Premiums for Allstate, State Farm Mutual and Travelers for preferred 
adults based on annual mileage over 7,500. 

\......_ 

Government Employees and State Farm Mutual include minimum $5,000 
resi.dual medical payments. 

31. 

Premiums for Liberty Mutual Fire and State Farm Mutual are estimated. 
Liberty Mutual's package policy includes sin~le limit BI and PD liability, 
medical expenses and death benefits. State Farm 's policy offers BI and 
PD at a single premium. 

.... ~ 
/· r~, .. 
r <~ 
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J\IAH.KETE\C SUJ{\'EY RESULT. 1\11 a~tounding 706 of 1108 members took the time to tell 
their reaction lo l\\dYc month s of no-l'ault. \\'hat you said will cnalJic fAL\. to better ser\'e you 
in the d:1ys [th!:ad. lt i5 apparent no-fault i:; here to stay and subject only to expansion and 
improvcmc11l. Ilere are your answers. 

(1) Which system: 

Better serves public? 

Docs public prefer? 

No-fault 

No-fault 

Do companies perform better lltH.l cr? No-fault 

(2) Has no-fault altered puhlic allitulle lcl\\·ard insurance? 

662 (96 /[} 

~70 (91 %) 

5fH (92/~) 

1\Tf'\ ')()7 {':(':( (;~ \ 
!i ....... ~, ...... '-'/'-'/ Yes ,1 •lr:; _( f'.."10{. ) -r_.v V t /v 

Old system 26 (4%) 

Old :;ystcm 5,{. (9%) 

Old system 50 (8%) 

If so, how: Favorably 38.!_ (93%) UnfaYor;:;bly 28 (7%) 

(3) Affect on agcnC) /cli ent rclaliomhip? 

Improves 462 (68%) lmpairs 30 (6%) 

(4) Arc your policyholders sa tisfied wilh: 

Speed of paymen ts'? 
Benefit levels? 
Operation of PD provisions? 

(5) Performan ce of all.ju stcrs? 

Excellent 150 (21 %) 

Yes 

Yes 

Y es 

~3 (80%) 
63_:2 (95%) 
,19:2 (78/(; ) 

Adequate 482 (68%) 

No effect l 83 (26%) 

No 
No 
No 

137 (20%) 
~ (5%) 

136 (2216) 

Inadequate 75 (11%) 

(6) Opinion on bringing all vehicles nndcr law? -/·. ~ 0 ,, ;:: 
, \•' • v 

Fa,·or 618 (92%) Oppose 57 (8%) 

(7) Workal)ility and Stt(·ecss of PD provisions? 

r~ ;_, 
1·"-
\ -::~ 

r 

Working \\·e!l 5~_L (8G%) Not \rorking well 93 (l •J.%) 

NO -F~\ULT C0.\1:\lE\T. Of the CJ .t members ''ho made speci fi c conJmcnt::: c'lf concern, ahout 
one-third hall. cxpcri cltccJ pru!J!:·m s ,,·ith propn ly damage Stt c h as deb~ sin p a~· n1 c nl, fau lt deter-

, mination and application of Jn]uc libk:;. Otl1crs fell lor ! lltrcslw lds a11d lJl'lH.: fiis :-:hould be 
increased. Still others exprcs:Oc ll need for pu!Jli c and poii •T cdt~C;lliun . T ill· vas t maj ori ty of mcm­
b,~r s arc sa ti sfi ed with no -fau lt as it is . · . • al ka,;t for :m hi k . The lcgi~bture may ~h are this 
view. 

L,.., -:---. ,, '.::J f i, fl !!"'•'. '/1 ~ -~~'. ( ~ ... ·.~ _.q-~ t lj ~~ \ .. ~\ 
~,\\~.:_ .. ~ .. :.:h .. ~ u \J ll <:;;;.,J 

t { ~ '•) • ~1 ! . ; :J i ~ I ' ! :· ~ ~ :.' l~ ~· \ l 1 . ~.l .:'j f'· C 
r,·"\,. 1 '. f1[-~'>< ~~ ~w-., i",..f[ \ lj re;' "! ":') m, 1'.1 ~-',/ 

· \~ . .aiJ t-t \ \."i ~j u ;.:; ~--' l-_...:~ .JJ ·,.! lJ lil'" "tl:·.~~ n t::l t~ ?.~ c~,l ? (·--·;,;; ,.,.,. ./!.-:J •A ..- 6 ,/,, I; ~·o.:.J/'f!·; - . ... \~'"o{7 (...,..;..., V-·V" ... /. .I 
l• • 
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James B. Pearson, Kansas 
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J. Glenn Beall, Jr., Maryland 
Lowell P. Weicker, Jr., Connecticut 
James L. Buckley, New York 
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Democrat 

Warren G. Magnuson, Washington 
John 0. Pastore, Rhode Island 
Vance Hartke, Indiana 
Philip A. Hart, Michigan 
Howard W. Cannon, Nevada 
Russell B. Long, Louisiana 
Frank E. Moss, Utah 
Ernest F. Hollings, South Carolina 
Daniel K. Inouye, Hawaii 
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STATEMENT OF 
SECRETARY OF TRANSPORTATION WILLIAM T. COLEMAN, JR. 

BEFORE THE SENATE COMMERCE COMMITTEE 
APRIL 30, 1975 

"Automobile Insurance Reform" 

Mr. Chairman, Members of the Committee: 

I welcome the opportunity to be here today to present the Department 

of Transportation's views on & 354 and other aspects of the automobile 

insurance reform question. If it is agreeable with you, I would like 

first to take up four specific subjects which I understand you wish me to 

address. I will then give you our views on S. 354 and the appropriate 

role of the Federal government in this general area. 

Cost Savings of S. 354 

Over the past several years, a wealth of survey experience with the 

public's feelings toward automobile insurance has shown beyond doubt the 

average motorist's great sensitivity to the size of his insurance premium. 

It is not surprising then that the matter of costs has figured prominently 

in the no-fault debate at both national and state levels. 

Specifically with respect to the cost and price implications of the 

no-fault reforms called for by S. 354, the Department of Transportation 

does not currently have the technical, analytical capability to make con-

fident quantitative assessments. Two years ago, at the request of the 

National Association of Insurance Commissioners (}~IC), the Department 

did join with the Ford Foundation in funding the development of a no-fault 

costing model. This model, designe.d by an actuarial consulting firm 

chosen by the NAIC, was subsequently used by several state legislatures 
-

for costing various no-fault proposals and by the Congress for costing 
r ') r;, I) 

",. ,-, 
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S. 354 and H.R. 10. You already have the results of these latter ef-

forts. The Department, lacking the ability to validate independently 

the work of these experts, neither endorses nor rejects their findiugs. 

Suffice it to say that no-fault costing is an area in which "expert" 

views diverge widely, and, as you have already learned, trul~ qisinter-

ested experts such as those who developed the NAIC's model are few and 

far between. 

There are some observations about no-fault costs that we do want to 

make, however. First, from the perspective of the public policy maker, 

cost savings, while admittedly important, should not, and in my view do 

not, constitute the primary purpose of no-fault reform. Much more im-

portant, for example, are the adequacy of victim's benefits, the certainty 

and universality of their insurance coverage, and the elimination of the 

'· adversary process from the benefit decision. Happily, there are very 
'•' 

large opportunities for cost savings in the shift from insured tort lia-

bility to no-fault. Much of these savings should be used to finance no-

fault's higher benefit levels and the economic losses of the additional 

beneficiaries that no-fault will cover. These should be the priority uses 

of these savings. In many, perhaps in most, cases, however, the savings 

will be sufficiently large so that there can be a reduction in the average 

motorist's~remium relative to what it would have been under insured tort 

liability. 

A second point about no-fault costs has to do with comparisons. In 

the welter of claims and counter-claims about whether no-fault will cost 

more or less and by how much, it is easy to see hmv even the informed ob-

server can become confused. Frequently, the problem is that the wrong 
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comparison is made--that is, the cost of no-fault next year is compared 

to the cost of insured tort liability this year. The result is that the 

real difference is usually obscured if not overwhelmed by the effects of 

inflation and the effect of year-to-year changes in the frequency and 

severity of accident losses. The only fair comparison, and one that's 

incomplete at that, is to compare the costs of each system for the same 

period. Even here, however, it must be borne in mind that what are being 

compared are very different things. In the auto insurance context, the 

only meaningful comparison is the one that addresses both the costs and 

the benefits of different systems. For truly, the important advantages 

of no-fault over insured tort liability lie principally in the much greater 

benefits it delivers to victims rather than in whatever premium reductions 

it may permit. Thus, in comparing no-fault to the existing system, or in 

comparing different no-fault plans, our focus should be principally on the 

benefits they provide, for only here do we see how much more valuable no-

fault is to the consumer. 

Restriction on Tort Recovery 

Most of the potential for cost savings in no-fault lies in the elim-

ination of the adversary process and the tort lawsuit for at least the 

great mass of accidents. The resultant "savings" come principally from 

the elimination of over-payments for claims involving modest amounts of 

economic loss, economies in the insurance companies' settlement procedures, 

greatly reduced litigation, and a substantial curtailment of the type and 

amount of intangible losses eligible for compensation from the insurance 

pool. Not only is this restriction on tort recovery in auto accidents 

critical to the economics of no-fault reform, it is fundamental to the .....-:-. 
. f Q I·.'> 
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underlying philosophy of no-fault which is a preoccupation "With the wel-

fare of accident victims as contrasted with liability insurance's concern 

with protecting the assests of negligent drivers against adverse cort 

judgments. 

The position of the Department on this matter remains basically as it 

was originally characterized four years ago in the Final Report of the 

Automobile Insurance Study. 

" ••• ~o person should recover for intangible losses unless he 
establishes that he suffered permanent impairment or loss of 
function or permanent disfigurement, or that he incurred per­
sonal medical expenses (excluding hospital expenses) ••• in ex-
cess of a rather high dollar threshold." 

Since that time, there has been a further development of the "tort threshold" 

concept by the experts, in particular, the form adopted in the Uniform }futor 

Vehicle Accident Reparations Act. This concept, which employs a "length of 

'- disablement" threshold as contrasted to "medical expense" threshold, would 
r,l.• 

appear to have the advantage of avoiding certain problems of medical/hospital 

cost valuation and of possible discrimination against victims who live in 

low medical cost areas or who have access to low cost or publically-financed 

medical care. We agree with and endorse the use of this type of threshold, 

with only the comment that it should be established at a level that excludes 

all but that very smal~ minority of very seriously injured victims from 

having a r~idual tort remedy. 

Impact of S. 354 on State Insurance Regulation and On the Level of Continuing 
Federal Involvement in Auto Insurance Markets 

As we read S.354, it would affect to some limited degree, the author-

ities and responsibilities of state insurance re~~lators. The bill itself 

authorizes or requires regulators to do several specific things, most of 

which, as a practical matter, they already do, and a few of which most ~of 
J 
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them do not now do. In the former category fall such things as the crea-

·tion and supervision of assigned risk plans and the regulation of insurance 

rates. For the most part, these requirements of the bill appear simply to 

confirm the existing authorities of regulators or to require them to regu-

late auto no-fault insurance much as they now regulate auto liability 

insurance. 

In the latter category fall such requirements as the creation of as-

signed claims plans (not usually a feature of insured tort liability in-

surance systems), the maintenance of an evaluation program for · inedical and 

vocational rehabilitation services, and the provision of a public information 

program for insurance purchasers. Also in this category would be new author-

ities to create programs to evaluate the performance of a state's no-fault 

plan, to ensure the availability of emergency medical services, and to assure 

that medical and vocational rehabilitati,on services are available for accident 

victims. Clearly, the provisions in this latter category, with the exception 

of the assigned claims plan, are not integral to the no-fault reform itself, 

whatever merit they may have otherwise. 

In summary, it would appear that S. 354's principal practical impacts 

on state insurance regulation would be in such peripheral areas as emergency 

medical services and rehabilitation services. Having said that, however, it 

must also be acknowledged that S. 354 would constitute a significant water-

shed in the traditional relationship between the Federal government and ' 
' 

state insurance regulation. 

With respect to the level of continuing Federal involvement in auto 

insurance matters that would result from the enactment of S. 354, the De-

partment last year estimated for Congressman Moss the administrative costs 

to the United States of implementing H.R. 15789 (93rd Congress), the com-

t01it1 . ~-
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panion bill to S. 354.* At that time, we estimated the cost to be $2.2 

million for the first year, $2.1 million for the second, and $1.5 million 

for each year thereafter. I believe that these estimates remain essentially 

correct today. 

Of the estimated total of $2.2 million for the first year, approxi-

mately $400,000 would be for direct Federal personnel and support costs 

and approximately $1.8 million would be for contract services, principally 

for expert .consultants or, perhaps, for support of work done by the National 

Association of Insurance Commissioners. Of the estimated $2.2 million, the 

largest single cost item would be $1.6 million to perform the several no-

fault impact studies called for in Section 20l(h). The next largest item 

would be approximately $100,000 for the administration of Section 113, 

dealing with the development and promulgation of regulations affecting 

t. Federal vehicles. 
r11.1 

· ' 
i 

I 
l 

Finally, it should be noted that we have been unable to assess how 

much, if any, of the $10 million authorized in the bill might be needed to 

reimburse state governments for any governmental cost increases resulting 

from their implementation of the no-fault plans called for in S. 354. 

Coordination of Benefits Between General Health Insurance (and other health 
benefit systems) and Automobile Insurance 

One of the main goals of no-fault automobile insurance reform is to 

'· create a smooth, complete interface with other benefit systems. The goal 

*Not reflected in these estimates are four other types of financial impact 
that such bills are likely to have on the Federal budget: (1) the impact 
on the automobile claims costs of the Government arising from accidents in­
volving Federal vehicles or drivers; (2) the impact on the claims admini­
stration costs of Federal agencies; (3) the impact on the case loads of 

~ Federal courts and their related costs; (4) the impact on other Federal ben-
~ efit systems such as Social Security, Medicare, veterans medical benefits, etc. 

~ 'l- <;~I 
.• • '":>I 
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should be to ensure that all automobile accident victims are compensated 

·for all of their basic economic losses up to reasonable limits regardless 

of "fault," while also ensuring that they do not collect duplicate or tri-

plicate benefits from different benefit systems. Stating the goal and 

designing the rules which will ensure its accomplishment, however, are 

clearly very different things. 

Designing the rules has, in fact, created some real problems, both 

political and substantive, in the no-fault area. No-fault plans have been 

proposed, and some have been enacted, which make auto insurance . benefits 

mandatorily primary, secondary, or excess, and even optional at the choice 

of the insured. The motivations underlying these different approaches are 

at least as numerous and varied as the approaches themselves. These range 

from the understandable desire of auto insurers to have auto accident med-

ical losses included in their rate base rather than in that of carriers 
I 

selling a different type of insurance, to the desire of some reformers to 

shift losses out of the auto insurance regime and have them compensated by 

some other benefit source in order to reduce auto premiums, to the under-

standable attitude that, as a potential victim , the auto insured ought to 

be able to choose his benefit source and select a lower cost one if he de-

sires. 

When the Department first addressed this question four years ago in 

its Final Report on the Automobile Insurance Study, it concluded that: 

( 
,/'({\-~ 

"Full coverage for all medical benefits should be provided with 
a relatively small permissible deductible per accident but with 
very high mandatory limits ••• Included in covered benefits will 
be all medical rehabilitation expenses within the limits provided. 
Coverage should be primary as among private systems--that is, 
payment of benefits by a carrier under this coverage should auto­
matically remove the obligation of any other insurance carrier to 
pay benefits to the extent that the costs are covered by automo­
bile insurance. However, there should be the greatest freedom 
open to the insured in selecting his choice and source of coverage." 

I' , -
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• It should be noted that the Department's preference for auto insurance 

being primary was made in the context of "full coverage for all medical 

benefits ••• with very high mandatory limits" and in the context of a system 

that had been changed to a first party, no-fault basis, that provided bene-

fits to all victims, and that involved universal, mandatory insurance cov-

erage. Moreover, the Department's preference that mandatory no-fault auto 

insurance be primary over other benefit sources was restricted to "private 

systems," that is, voluntary insurance systems which could not be expected 

to be mandatory or universal in their coverage. It still seems logical to 

us that the mandatory system of benefits, expecially one providing high 

limits, universal coverage for a class of victims or a class of losses such 

as the type of no-fault system we advocate, should be primary in relation 

to a voluntary system, and especially when the latter system has signifi-

~.i cant gaps in coverage or provides only limited benefits. 

We have not addressed the presently hypothetical problem of coordinating 

medical loss benefits between no-fault automobile insurance and whatever type 

of mandatory national health insurance plan may be adopted in the future. 

Whatever our views might be in this matter now, it seems inevitable that 

the final decision will be made in the context of the decision on a national 

health insurance plan itself. For the present, we believe that as long as 

no-fault ~eform, whether at the state or the national level, is mandatory 

and provides universal, high limit coverage of automobile accident medical 

losses, it should be primary over other private benefit sources. ~ 
I'«-' HJ?c 

s. 354 

Four years ago, the Department of Transportation, after intensive 

study, endorsed the idea that the system of compensating auto accident 

( 

?l 
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losses in this country should be changed from insured tort liability to 

universal, mandatory, first party, no-fault insurance. At the same time, 

we took the position that the change should take place at the state level, 

where useful, instructive experimentation with different types of no-fault 

systems could be undertaken. 

Since then, some fifteen states have adopted auto insurance reform 

plans which include, at least to some degree, the major features of the 

• first party, no-fault proposal advanced by the Department in its Final 

Report on the Auto Insurance Study. While the scope, character and quality 

of these state plans vary widely, some have truly ploughed new ground, 

providing heretofore unprecedented personal injury benefit levels for all 

covered accident victims. 

I appreciate the fact that many, including this Department, may have 

1. once anticipated that the pace of State reform would have produced more 
r,t.r 

extensive and more substantial results by this time than it has. Yet in 

retrospect, that expectation was clearly unrealistic. Given the complexity, 

the controversial nature, the many uncertainties, and the pervasive scope 

of the changes involved, the progress that has already been achieved by 

the States should be viewed as truly remarkable and applauded for the a-

chievement it is. 

Over ~he past several weeks, the Administration has again reviewed its 

position on no-fault reform. That review convinces us, more strongly than 

ever, that our original position remains sound today: 

First party, no-fault insurance should replace liability insur-

ance as the basis for compensating automobile accident economic 

losses. Concurrently, the tort remedy should be substantially 

abolished in this area. 
uh 0 
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States should take the lead in this area. The Federal government 

should stand aside, except to the extent of accommodating its own 

vehicle fleet to the no-fault ethic. However, the Federal govern-

ment should advance whatever help the states may need in designing 

and implementing sou~d no-fault plans of their own choice. 

* * * * * 
Mr. Chairman, that concludes my prepared statement. My colleagues and 

I will be happy to try to answer any questions you or the other Committee 

members might have. 
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STATEMENT OF 
SECRETARY OF TRANSPORTATION WILLIAM T. COLEMAN, JR. 

BEFORE THE SENATE COMMERCE COMMITTEE 
APRIL 30, 1975 

"Automobile Insurance Reform" 

Mr. Chairman, Members of the Committee: 

I welcome the opportunity to be here today to present the Department 

of Transportation's views on ~ 354 and other aspects of the automobile 

insurance reform question. If it is agreeable with you, I would like 

first to take up four specific subjects which I understand you wish me to 

address. I will then give you our views on S. 354 and the appropriate 

role of the Federal government in this general area. 

Cost Savings of S. 354 

Over the past several years, a wealth of survey experience with the 

public's feelings toward automobile insurance has shown beyond doubt the 

average motorist's great sensitivity to the size of his insurance premium. 

It is not surprising then that the matter of costs has figured prominently 

in the no-fault debate at both national and state levels. 

Specifically with respect to the cost and price implicat~ons of the 

no-fault reforms called for by S. 354, the Department of Transportation 

does not currently have the technical, analytical capability to make con-

fident quantitative assessments. Two years ago, at the request of the 

National Association of Insurance Commissioners (NAIC), the Department 

did join with the Ford Foundation in funding the development of a no-fault 

costing model. This model, designed by an actuarial consulting firm 

chosen by the NAIC, was subsequently used by several state legislatures 
...... 

costing /;. It . :; .: 
/_(;) ~, 

for costing various no-fault proposals and by the Congress for 
/'- f ' •".~ ... 
\ ~; 
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You already have the results of these latter ef-
s. 354 and H.R. 10. 
forts. The Department, lacking the ability to validate independentlY 

the work of these experts, neither endorses nor rejects their findings. 

Suffice it to say that no-fault costing is an area in wldch "expert" 

views diverge widely, and, as.you have alreadY learned, trulJ disinter­

ested experts such as those who developed the NAIC's model sre few and 

far between. 
There are some observations about no-fault costs that we do want to 

make, however. First, from the perspective of the public policY maker, 

cost savings, while admittedly important, should not, and in my view do 

not, constitute the primary purpose of no-fault reform. Much more fm-

portant, for example, are the adequacY of victim's benefits, the certaintY 

and universality of their inSurance coverage, and the elimination of the 

adversary process from the benefit decision. Happily, there are very 

large opportunities for cost savings in the shift from insured tort lia-

bilitY to no-fault. Much of these savings should be used to finance no-

fault's higher benefit levels and the economic losses of the additional 

beneficiaries that no-fault will cover. These should be the priority uses 

of these savings. In many, perhaps in most, cases, however, the savings 

wi11 be sufficientlY large so that there can be a reduction in the average 

motorist's premium relative to what it would have been under insured tort 

liability. 
A second point about no-fault costs has to do with comparisons. In 

the welter of claimS and counter-claims about whether no-fault will cost 

more or less and by how much, it is easy to see how even the informed ob-

server can become confused. 
Frequently, the problem is that the wrong ;<~;':";;·> .. 

r t u l. ''~ ··· /\. " 
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comparison is made--that is, the cost of no-fault next year is compared 

to the cost of insured tort liability this year. The result is that the 

real difference is usually obscured if not overwhelmed by the effects of 

inflation and the effect of year-to-year changes in the frequency and 

severity of accident losses. The only fair comparison, and one that's 

incomplete at that, is to compare the costs of each system for the same 

period. Even here, however, it must be borne in mind that what are being 

compared a~e very different things. In the auto insurance context, the 

only meaningful comparison is the one that addresses both the costs and 

the benefits of different systems. For truly, the important advantages 

of no-fault over insured tort liability lie principally in the much greater 

benefits it delivers to victims rather than in whatever premium reductions 

it may permit. Thus, in comparing no-fault to the existing system, or in 

comparing different no-fault plans, our focus should be principally on the 

benefits they provide, for only here do we see how much more valuable no-

fault is to the consumer. 

Restriction on Tort Recovery 

MOst of the potential for cost savings in no-fault lies in the elim-

ination of the adversary process and the tort lawsuit for at least the 

great mass of accidents. The resultant "savings" come principally from 

the elimination of over-payments for claims involving modest amounts of 

economic loss, economies in the insurance companies' settlement procedures, 

greatly reduced litigation, and a substantial curtailment of the type and 

amount of intangible losses eligible for compensation from the insurance 

pool. Not only is this restriction on tort recovery in auto accidents 

critical to the economics of no-fault reform, it is fundamental to the "---.;·-fJ-~ >-. 
/ .:;-. . ·~ 
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underlying philosophy of no-fault which is a preoccupation with the wel-

fare of accident victims as contrasted with liability insurance's concern 

with protecting the assests of negligent drivers against adverse cort 

judgments. 

The position of the Department on this matter remains basically as it 

was originally characterized four years ago in the Final Report of the 

Automobile Insurance Study. 

"••• no person should recover for intangible losses unless he 
establishes that he suffered permanent impairment or loss of 
function or permanent disfigurement, or that he incurred per­
sonal medical expenses (excluding hospital expenses) ••• in ex­
cess of a rather high dollar threshold." 

Since that time, there has been a further development of the "tort threshold" 

concept by the experts, in particular, the form adopted in the Uniform Motor 

Vehicle Accident Reparations Act. This concept, which employs a "length of 

:· disablement" threshold as contrasted to "medical expense" threshold, would 
r· 

appear to have the advantage of avoiding certain problems of medical/hospital 

cost valuation and of possible discrimination against victims who live in 

low medical cost areas or who have access to low cost or publically-financed 

medical care. We agree with and endorse the use of this type of threshold, 

with only the comment that it should be established at a level that excludes 
""" ....... 

/ ... · ~ f {i ,,' li "·~ . ., 

all but that very small, minority of very seriously injured victims front.'··· ·· ~.\~ 
. ,_', \ 

having a rl!:iidual tort remedy. 

Impact of S. 354 on State Insurance Regulation and On the Level of Continu2ng· 
Federal Involvement in Auto Insurance Markets 

As we read S.354, it would affect to some limited degree, the author-

ities and responsibilities of state insurance regulators. The bill itself 

authorizes or requires regulators to do several specific things, most of 

which, as a practical matter, they already do, and a few of which most of 
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them do not now do. In the former category fall such things as the crea-

tion and supervision of assigned risk plans and the regulation of insurance 

rates. For the most part, these requirements of the bill appear simply to 

confirm the existing authorities of regulators or to require them to regu-

late auto no-fault insurance much as they now regulate auto liability 

insurance. 

In the latter category fall such requirements as the creation of as-

signed claims plans {not usually a feature of insured tort liability in-

surance systems), the maintenance of an evaluation program for medical and 

vocational rehabilitation services, and the provision of a public information 

program for insurance purchasers. Also in this category would be new author-

ities to create programs to evaluate the performance of a state's no-fault 

plan, to ensure the availability of emergency medical services, and to assure 

:i that medical and vocational rehabilitation services are available fC?r accident 

victims. Clearly, the provisions in this latter category, with the exception 

of the assigned claims plan, are not integral to the no-fault reform itself, 

whatever merit they may have otherwise. 

In summary, it would appear that S. 354's principal practical impacts 

on state insurance regulation would be in such peripheral areas as emergency 

medical services and rehabilitation services. Having said that, however, it 

' must also be acknowledged that S. 354 would constitute a significant wat~!='- . 
I- c ;. :' "'.., 

shed in the traditional relationship between the Federal government a~d 

state insurance regulation. 

With respect to the level of continuing Federal involvement in auto- .. ·· ··- / 

insurance matters that would result from the enactment of S. 354, the De-

partment last year estimated for Congressman MOss the administrative costs 

~o the United States of implementing H.R. 15789 {93rd Congress), the com-
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panion bill to S. 354.* At that time, we estimated the cost to be $2.2 

million for the first year, $2.1 million for the second, and $1.5 million 

for each year thereafter. I believe that these estimates remain essentially 

correct today. 

Of the estimated total of $2.2 million for the first year, approxi-

mately $400,000 would be for direct Federal personnel and support costs 

and approximately $1.8 million would be for contract services, principally 

for expert ~onsultants or, perhaps, for support of work done by the National 

Association of Insurance Commissioners. Of the estimated $2.2 million, the 

largest single cost item would be $1.6 million to perform the several no-

fault impact studies called for in Section 20l(h). The next largest item 

would be approximately $100,000 for the administration of Section 113, 

dealing with the development and promulgation of regulations affecting 

Federal vehicles. 

Finally, it should be noted that we have been unable to assess how 

much, if any, of the $10 million authorized in the bill might be needed to 

reimburse state governments for any governmental cost increases resulting 

from their implementation of the no-fault plans called for in S. 354. 

Coordination of Benefits Between General Health Insurance (and other health 
benefit systems) and Automobile Insurance 

One of the main goals of no-fault automobile insurance reform is to ,...,...---.--, ... 
. -'~ t. !• l' • -~, 

create a smooth, complete interface with other benefit systems. The g04(1'·· · - '" <\ 
~ ~:! ~ . 

. ... ,-

*Not reflected in these estimates are four other types of financial impact 
that such bills are likely to have on the Federal budget: (1) the impact 
on the automobile claims costs of the Government arising from accidents in­
volving Federal vehicles or drivers; (2) the impact on the claims admini­
stration costs of Federal agencies; (3) the impact on the case loads of 
Federal courts and their related costs; (4) the impact on other Federal ben­
efit systems such as Social Security, Medicare, veterans medical benefits, etc. 
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should be to ensure that all automobile accident victims are compensated 

for all of their basic economic losses up to reasonable limits regardless 

of "fault," while also ensuring that they do not collect duplicate or tri-

plicate benefits from different benefit systems. Stating the goal and 

designing the rules which wil~ ensure its accomplishment, however, are 

clearly very different things. 

Designing the rules has, in fact, created some real problems, both 

political and substantive, in the no-fault area. No-fault plans have been 

proposed, and some have been enacted, which make auto insurance benefits 

mandatorily primary, secondary, or excess, and even optional at the choice 

of the insured. The motivations underlying these different approaches are 

at least as numerous and varied as the approaches themselves. These range 

from the understandable desire of auto insurers to have auto accident med-

ical losses included in their rate base rather than in that of carriers 

selling a different type of insurance, to the desire of some reformers to 

shift losses out of the auto insurance regime and have them compensated by 

some other benefit source in order to reduce auto premiums, to the under-

standable attitude that, as a potential victim , the auto insured ought to 

be able to choose his benefit source and select a lower cost one if he de-

sires. 

When the Department first addressed this question four years ago in 

its Final Report on the Automobile Insurance Study, it concluded that: 

"Full coverage for all medical benefits should be provided with "./'; 0·.:-­
a relatively small permissible deductible per accident but with '' /· ... -_~ 
very high mandatory limits ••• Included in covered benefits will , 
be all medical rehabilitation expenses within the limits provided~ 
Coverage should be primary as among private systems--that is, · 
payment of benefits by a carrier under this coverage should auto­
matically remove the obligation of any other insurance carrier to 
pay benefits to the extent that the costs are covered by automo­
bile insurance. However, there should be the greatest freedom 
open to the insured in selecting his choice and source of coverage." 
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·It should be noted that the Department's preference for auto insurance 

being primary was made in the context of "full coverage for all medical 

benefits ••• with very high mandatory limits" and in the context of a system 

that had been changed to a first party, no-fault basis, that provided bene-

fits to all victims, and that involved universal, mandatory insurance cov-

erage. MOreover, the Department's preference that mandatory no-fault auto 

insurance be primary over other benefit sources was restricted to "private 

systems," that is, voluntary insurance systems which could not be expected 

to be mandatory or universal in their coverage. It still seems logical to 

us that the mandatory system of benefits, expecially one providing high 

limits, universal coverage for a class of victims or a class of losses such 

as the type of no-fault system we advocate, should be primary in relation 

to a voluntary system, and especially when the latter system has signifi-

cant gaps in coverage or provides only limited benefits. 

We have not addressed the present!~ hypothetical problem of coordinating 

medical loss benefits between no-fault automobile insurance and whatever type 

of mandatory national health insurance plan may be adopted in the future. 

Whatever our views might be in this matter now, it seems inevitable that 

the final decision will be made in the context of the decision on a national 

health insurance plan itself. For the present, we believe that as long as 

no-fault reform, whether at the state or the national level, is mandatory 

and provides universal, high limit coverage of automobile accident medical 

losses, it should be primary over other private benefit sources. 

.. 
· .. 

Li 
. ·. ! 

;' 
'.,~i 

,j'' 



e 

I 

e 

- 9 -

s. 354 

During the past several weeks, I and others in the Administration 

have been reassessing the status of automobile insurance reform throughout 

the country and t~e various Federal legislative initiatives in the area, 

of which S. 354 is the most prominent example. You know, of course, that 

there has never been any significant difference between the sponsors of 

s. 354 and the Department of Transportation regarding the desirability of 

substituting first party, no-fault insurance for liability insurance as 

the principal means of compensating the economic losses of victims of auto­

mobile losses. Up until now, the issue dividing us has been that of the 

appropriate role for the Federal government in accomplishing and imple­

menting first party, no-fault reform. 
- . - -

For its part, the Administration believed that no-fault, while basical-

ly a sound and highly desirable reform, was in 1971 far from a fully per­

fected concept that should be thrust on the entire country without benefit 

of a reasonable amount of testing and experimentation. For that reason, 

and because we were strongly opposed to the Federal government's pre-empting 

any of the regulatory or quasi-regulatory functions of state insurance reg­

ulation in the auto insurance field, the Department opposed the no-fault 

bill that was then before this Committee. 

Over the years we have observed the progress and the experience of 

the states, participated actively in the perfecting of the no-fault concept, 

and watched the evolution of Federal legislation in this field: 

The experience of the states has been very instructive. First, 

it has proven beyond a doubt that no-fault reform enjoys over­

whelming public acceptance and approval. Second, no-fault doe$':·-
-~- ' 
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not encourage careless or deviant driving behavior and there has 

been no upsurge of "carnage in the streets" as many had predicted. 

Third, no-fault does save money and can reduce premiums. Fourth, 

strong, high coverage limits no-fault plans can be passed and 

they do work. Finally, the kind of no-fault plan that states 

have adopted (or indeed whether they adopted one at all) appears 

to be totally unrelated to their demographic or socio-economic 

characteristics or the nature of their apparent "auto insurance 

needs" as measured by any objective criteria. 

During this four year interval, the Department has provided modest 

financial assiS'tance to the Council of State Governments to support 

a series of legislative seminars, helped finance the development of 

a computer model for costing various no-fault plans, and financially 

supported the drafting of the model no-fault law--the Uniform MOtor 

Vehicle Accident Reparations Act--by the National Conference of 

Commissioners on Uniform State Laws. The last effort proved to 

be particularly significant in terms of perfecting a sound statu-_.. ..... -~·~--

tory framework for no-fault reform. 
. / .. " 

This four year period has also seen a major evolution in the ,~ ' 

character of the principal Federal no-fault proposals. This e~ 

v\lution began with a plan which provided for virtual Federal 

pre-emption of the auto insurance field and vested considerable 

regulatory authority in the Secretary of Transportation. It has 

now evolved to the present version of S. 354, a bill which would 

set minimum standards for state no-fault plans, leave the economic 

regulation of the insurance business entirely in the hands of 

state authorities, and require only very minimal invol,rement by 

the Federal government in its implementation. 

.. 
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As we have periodically over the past four years, the Administration 

·has recently been reviewing its position on no-fault reform. We have 

concluded that in view of the heightened financial pressures on both auto 

insurers and their insureds, the proven track record of sound no-fault 

plans in the states, and our much improved understanding of the operation 

of these plans, the Administration should support the passage of S. 354. 

We do urge, however, that certain provisions of the bill be eliminated 

or modified. These include section 109(b) dealing with public information, 

section 109(c) dealing with an accountability program for state·· vocational 

rehabilitation agencies, section 109(d) dealing with the availability of 

emergency medical services and medical and vocational rehabilitation ser-

vices, and section 20l(h) dealing with annual review by the Secretary of 

the operation of State no-fault plans (section 201 (d) requir·ing general 

triennial reviews would remain). The first three provisions deal with 
I 

mattersnot directly connected with no-fault reform and should be considered 

separately on their own merits. The last provision calls for a study and 

audit program in a level of detail we believe unnecessary. Most of the 

concerns implied in this provision would be adequately dealt with in the 

Secretary's triennial review and in the ongoing oversight that would be 

performed as a matter of routine by the cognizant Congressional committees. 

Specific language suggestions will be forwarded to you within the next 

few days. 

Mr.. Chairman, this completes my prepared statement. I would be happy 

to answer any questions the Committee has. 
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No-Fault Briefing Questions 

Q. Doesn't a no-fault automobile insurance system save money in 
comparison to the traditional tort system? 

A. - The actual experience of states with meaningful no-fault legis-

lation as well as independent actuarial cost studies indicate 

some level of cost saving in changing from a traditional tort to 

a no-fault reparation system. 

The cost saving between no-fault and tort systems are blunted 

by the effeets of inflation and the variations between the 

benefit levels of state no-fault plans. 

Although no-fault plans have tended to cost less than the 

traditional tort system, the major advantage of no-fault in-

aurance lies on the benefit side. More benefit dollars reach 

the victim; they are more equitably distributed between victims; 

and the payment of these dollars is more timely under a no-

fault system than under the traditional tort system • 
• 
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Q. I keep hearing about the tremendous cost savings possible under a 
no-fault insurance system, but everyone I meet who lives in those 
states which have enacted no-fault legislation still complain that 
their premium is rising. How is this possible? 

Aj - The typical automobile insurance package contains several cover-

ages including: Bodily Injury liability, Property Damage liability, 

Collision and Comprehensive damage coverage. Most nd-fault 

insurance plans only effect the Bodily Injury liability portion 

of the premium. Therefore, while the Bodily Injury portion of 

the. premium is falling rapidly due to the adoption of no-fault, 

the Collision portion of the premium,-~hich is not affected by 

the new legislation, may be rising • 

l 
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Q. Several witnesses have criticized the cost savings predictions 
of the Milliman and Robertson actuarial study which the Department 
of Transportation helped finance. Would you comment on this study 
and its relevance to S. 354? 

A. - The Department of Transportation participated in the financing of 

the Milliman and Robertson study in order to help the individual 

states evaluate the price and cost effects of adopting various 

no~fault insurance systems. In actual practice, the Milliman and 

Robertson cost savings projections for individual states have al-

ways been low. For example, in Massachusetts Milliman and Robert-

son projected a 25 percent saving, while the actual premium 

saving is closer to 50 percent. 

The Milliman and Robertson firm was selected by the National 

Association of Insurance Commissioners, an organization of state 

insurance commissioners. 

The methodology used by Milliman and Robertson in their no-fault 

cost studies has been endorsed by the Inter-association Actuarial 

Committee, which represents members of all three major trade 

associations. 
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Q. I understand you prepared a brief discussing the constitutionality 
of the Pennsylvania no-fault legislation. Would you comment on the 
constitutionality of s. 354? 

A. - The Pennsylvania law denied equal protection in my opinion be-

bause of the use of a monetary tort threshold which placed low 

income families at a disadvantage. S. 354 does not have a mone-

tary threshold. 

It is the Attorney General's responsibility to defend·t:he con-

stitutionality of our laws. Although we're both lawyers, he and 

I have an agreement. He won't try to run my railroads if I don't 

try to try his cases. 

Even if S. 354 were unconstitutional, it could undoubtably be 

revised to make it constitutional. 
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Q. In view of impending action on some form of National Health Insurance, 
isn't the real choice between Federal no-fault standards which main­
tain traditional state responsibilities and a more encompassing Fed-
eral reparations system? 

A. - I'm not certain when a National Health Insurance will be enacted 

or what form the legislation might eventually take. If, however, 

National Health Insurance does occur before the states have de-

veloped automobile reparation systems which cover all victims, 

then I am sure the National Health Insurance will include auto-

mobile accident victim injuries. 

The decision of whether or not to provide reparation for auto-

mobile injuries under any National Health system will have to be 

decided when th~t bill is enacted and will depend on many factors. 

~·' ·.,. 
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QUESTION: Have you undertaken a detailed assessment of the experience 
of the States with their different no-fault irnsuranc.e plans? I£ so, can· you 
tell us what you have learned? Are some p!ans bette; than others? In 
other words, are we really learning anything froim all of this so-called 
"experimentation" with different approaches? 

ANSWER: The Department has not made a deta.iled analysis of the States' 

experience. Nor, for that matter, has an-yrone else that I kno., of. 

On the other hand, there would seetn to be a very considerable 

interchange of information going on where ii.t counts the most, i.e., 

between the States. We are aware the State legislative study commissions 

investigating auto insurance reform regularly draw on the available 

experience and expertise of those States wiith no-fault laws. In addition, 

the insurance industry which operates natiam1V~<ide serves as a mechanism 

·for transmitting the lessons learned in one State to the development and .. . 

implementation of new no-fault plans in other Sta.tes. SO, I think the 

. answer is: "Yes. We are learning and bea·efiting from this 

1 experi'IIlentation1 in the States." 
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Question: One of the amendments made to the Senate bill while 
it was being debated involved the option of making other private 
insurance sources primary over automobile insurance. Does the 
Department have a vi e\'t on that issue? 

Answer: This is a diffic~lt issue that clearly has no sim~le, 

absolute answer. There are several, sometimes competing goals 

involved here: 

(1) Certainty of compensation for all victims; 
! 

(2) System expense costs of delivering benefits; 

(3) Insurance coverage limits; 

(4) Coordination of benefits (i.e., prevention 

of duplicate benefits). 

(5) Proper market allocation of resources through 

·internalization of accident loss costs . 
.. 

Consideration of these various aoals would lead one to favor - . 
making a high limits medical hospitalization insurance primary 

over a low limits first party auto insurance, but making a 
.. 

compulsory, universal auto insurance coverage primary over 

voluntary medical insurance. Similarly, one might want to 

favor Bl~ Cross/Blue Shield with a very low expense factor as 

primary over auto insurance with a high expense factor. With 

respect to the internalization of accident costs to the activity 

of motoring, one can ask if the benefits are worth the higher 

administrative costs involved or whether costs aren't better 
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internalized to the purposes of motoring (i.e., accident costs 

of commerical vehicles internalized through workman's compensation 

and those of individual journey to work trips internalized to 

group health insurance to w~ich the employer contributes}. 

On balance, then, a complusory high limits, non-subrogable 

no-fault auto insurance plan should be primary over other types 

of privat~ insurance. However, where the no-fault insurance limits 

are low, or where the coverage is optional, or where loss coSts 

continue to be shifted according to tort rules, then the 

individual should be given a choice as to what should be the 

primary coverage. 
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Question: The Committee hired the consulting actuaries, Milliman 
and Robertson, to estimate the p~emium savings that would accrue 
to the average driver in each State if H. R. 10 were to become law. 
The DOT paid to have the same thing done with respect to the Senate 
bill S. 354. Both studies showed that there would be very considerabl~ 
savings. Inasmuch as DOT paid for the development of Milliman and 
Robertson's costing model, I assume that you would agree with these 
savings estimates. 

Answer: The cost and price implications of untried no-fault schemes 

have always been a source of much confusion and controversy. The 

DOT, havihg no expertise of its own in this field, agreed to help 

finance the project of the National Association of Insurance Com-

missioners to develop a costing methodology and data base •. The 

NAIC chose Milliman and Robertson. It is a well known, reputable 

firm, and we believe it did a conscientious job. However, the 

Department has no basis for independently judging, one way or the 

other, the:validity:. of the actuaries 1 findings. I am aware that the 

actuaries, themselves, were at great pains to caveat their findings 

in their report. 

# 

Apart from these specific savings forecasts, however, I don't 

think there is any longer any reason to doubt that sound no-fault 

reform will, indeed, save very large sums. 

~-.. ---.- ........ , .. , 
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QUESTION: I have seen reports in the press and elsewhere that 
21 or 25 States have some form of no-fault laws. Do all these 
laws measure up to your standards? Aren't some of them "no-fault" 
in name only? Which States do you consider to have no-fault 
plans which are at least meaningful steps towards adequate reform? 

ANSWER: Obviously, some State plans comport much better with 

the Administration's reform goals than others do, and some so-

called "no-fault" plans do not comport with them at all. But 

we do consider that most of the plans do constitute "meaningful 

progress" toward ultimate no-fault reform. And I want to under-

score ·that what the Administration is looking for, at least in 

the short run, is progress, not perfection. We do not presume 

to know exactly what is best or possible within the political 

and social climate of every State. Anyone who is seriously 

interested in how a specific plan compares to the Administration's 

reform principles has only·to make the comparison himself. 
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Question: Did the Administration's reform principles contemplate 

the transfer of loss between insurers, by way of subrogation, 

according to tort rules? 

Answer: No. Subrogation under a no-fault reparation system 

institutionalizes the present system 1 s need for fault determination. 

This prevents full realization of the efficiencies and cost savings 

possible under no-fault. 

Loss shifting on the basis of fault tends to discriminate 

against the young, poor and owners of older cars. 
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Question: Does the Administration favor a no-fault approach 
with respect to property damage, particularly vehicle property 
damage? · 

Answer: Yes. In our 1971 policy recommendations we urged that 

all losses be handled on a first party7 no-fault basis. However, it 

was recognized that the potential for improvement here was 

significantly less than in the case of personal injury compensation 

and the same was true in terms of potential savings. 
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QUESTION: Did the Department's no-fault recommendations 
contemplate a high level of benefits or a relatively low level of 
benefits? 

ANSWER: One of the principal findings of the DOT's study was that 

the seriously injured victim or the survivors of accident fatalities 

were not being adequately compensated by the tort liability system, 

even when they had, theoretically, recovery rights under the system. 

The Administration recommended that no-fault insurance cov~r 

all economic loss subject only to reasonable deductibles and high 

limits. 

" 



·I 

a·/ ., __ 

QUESTION: We are told by some experts that a no-fault system, 
especially the "pure" type of system contemplated in H. R. ~0, S. 354 
or the Michigan law, v.ill increase the premiums of drivers in rural 
areas or those with larg.e families while y.oung, single drivers or 
commercial operators will find their insurance costs sharply lowered .. 
Is this correct? Why should we change the system if this j s the result? 

ANSWER: Tht: allocation of costs ca.mong various classes of drivers is ~ 

complicated subject, regardless of whether under a no-fault system or 

one of insured tort liability. 

Cost is important. Most no-fault plans will lower costs in 

total. Even more important, however, is cost efficiency, ·and this is 

·where no-fault provides a truly significant advantage. That is, it is 

able to deliver more needed benefits to the right people at a significantly 

',lower expense. r· 

With respect to the allocation of the reparation Fystem' s costs 

among drivers, the present system employs a complex classification 

system which groups car owners into classes by their age, their sex, 

the territory where their car is garaged, and the purposes for which the 

car is used. Accident loss experience for these classes is collected and 

used both tolpredict future loss experience and to help set premium rates. 

Use of this classification system leads to motorists paying 

premiums roughly in proportion to the amount of claims paid by the 

system on behalf of the class into which they fall. Thus, if the claims 

frequency ofmale drivers under 25 years of age is 10 per year for every ..... -·-· ... _ 

l ' '. 
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hundred drivers and the claims frequency for drivers over 25 is five 

per year, younger drivers can expect to pay approximately double the 

premium of older drivers. At first blush, there does appear to be a 

superficially plausible "fairness" about this arrangement, at least when 

one considers only the 15 accident--involved drivers (10 young drivers 

and 5 older drivers). 

But what happens to the apparent "fairness" of this arrange-

ment when we look at the rest of the drivers who are not involved in 

accidents, the 90 young drivers, and the 95 older drivers. Since it is 

these accident-free drivers whose premiums constitute the vast bulk of 

the insurance pool, it would seem far fairer if the relative likelihood of 

being accident free formed the basis for ,the relationship of premium 

levels between different classes. 

Actually, there is no truly !'fair" way to allocate premiums 

among such classes in which demographic variables are used as surrogates 

for predicting future accident involvement. What the foregoing discussion 

illustrates is that very small differences in the accident frequency and 

severity rates of different classes of drivers can produce very large 

differences in the premiums charged them under the insured tort liability 

system. This is the basic reason that certain groups today--i.e., inner-

city residents, youthful operators, servicemen, older drivers, etc. --pay 

premiums two and three times higher than other drivers. 
,./~ ·,~~- ;1. .. 
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No-fault (especially •'•pure" no-fault that does not allow 

subrogation) changes the existing relationships between these various 

classes. It does this by tying any individual driver's premium more 

closely to what he might take from the system if he were to become an 

accident victim. Thus, an unemployed student or a retired oldster would 

not collect wage reimbursement if they became victims, because as non-

wage earners they suffer no income loss. By contrast, a prof~ssional 

man at the height of his earning power could be expected to make very 

large claims on the system if he became disabled. No-fault accommodates 

·these differences in potential claims exposure while still accommodating 

the greater accident frequency of both younger and older drivers. 

No-fault, in other words,, i's a fairer system. It does not 

turn the present rating system upside down, but it does serve to narrow 

the differences between what the various· classes of drivers pay. Farmers 

will still enjoy an advantage in rates, but not as large as they once did. 

Inexperienced, youthful drivers on the whole will continue to pay more than 

other drivers, but not as much as they do now.. What any individual driver 

may pay, however, will continue to be the product of a large number of 

factors ranging from inflation in repair costs to his own individual driving 

record and from the size and composition of his family to how and for 

what purposes his car is used. 

; . 
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e Background Of The Automobile Insurance Reform Issue 
At The National Level 

The present debate over auto insurance reform stems principally from 
two sources. The older of the two is concerned with the form of the 
compensation system. itself and the roles that the legal regime and the 
insurance institution play in it. The more recent is concerned with how 
the business of insurance should be regulated and by whom. 

The prevailing system of automobile accident compensation, based upon 
the common law of torts and funded principally by liability insurance, 
first came under attack in the mid-1920's by a number of legal experts, 
notably Judge Robert Marx of Cincinnati who proposed a no-fault insurance 
plan for Ohio in 1925. J..../ Over the next forty years, the insured tort 
liability system of accident compensation came increasingly under attack, 
still largely by legal scholars including Clarence Morris, James Paul, 
Albert Ehrenswerg, Leon Green, Fleming James, Jr. and John Adams. 
In 1964, a pioneering economic study of automobile accident injury rerara­
tions was conducted by Alfred Conard of the University of Michigan.~ The 
breakthrough, however, came the following yea1· with the publication of the 

A Robert Keeton and J effr,e/ 0 1 Connell landmark study, Basic Protection 
., For The T:caffic Victiln.=. which, besides arguing the no-fault case with 

great persuasion, provided legislators for the fi'rst time with a painstakingly 
drafted legislative proposal for implementing the no-fault concept. More.._ 
over the auto insurance situation in Massachusetts had become so bad by 
this time that auto insurance reform was the hottest issue before the State 
Legislature. The Keeton/O'Connell proposal and the ensuing debate in 
Massachusetts (John Volpe was Governor and an early opponent of the no­
f<i:u1t proposal) focused national attention on this is sue, and compensation 
reform (as opposed to regulatory reform) became for the first time the 
subject of Congressional interest. 

}_I "Compulsory Automobile Insurance", American Bar Association 
JOURNAL, Vol. XI, No. 11, Nov. 1925. 

?:_/ Conard, Alfred E. , Automobile Accident Costs and Payments, 
1964 (Ann Arbor, The University of Michigan Press). 

!I Keeton, Robert E. and O'Connell, Jeffrey, Basic Protection For 
The Traffic Victim, 1965 (Boston, Little, Brown and Company). 
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However, automobile insurance and some of its attendant problems were 

by no means unfamiliar subjects to Congressional Committees. Ever 

since passage of the McCarran-Ferguson Act in 1945, in which Congress 

opted to allow the states to continue to regulate the business of insurance 

as long as that regulation was "effective", insurance matters have attracted 

growing Congressional and Executive Branch attention. In exercising their 

oversight functions in connection with the McCarran-Ferguson Act, the 

Judiciary Committees of the two houses of the Congress have periodically, 

and in recent time with increasing frequency and intensity, held hearings 

or otherwise conducted investigations of the performance of state regula­

tion of insurance and in this connection, of insurance problems generally. 

Specifically with respect to the matter· of auto insurance, a rash of 

insolvencies among high risk auto insurance~ companies and growing cost 

and availability problems in many parts of the country encourage~ these 

Committees, especially the Senate Antitrust and Monopoly Subcommittee, 

to concentrate on problems in this area. 

Beginning in 1965, this latter committee (which was then and still is 

chaired by Senator Hart) embarked on an exhaustive, far-ranging, and 

highly critical investigation of the auto insurance industry and the ability 

of state -regulation to cope with its problems. A parallel investigation was 

later begun in the House by Representative Celler. The products of these 

two investigations were thousands of pages of testimony, the identification 

of many problems, much controversy and little agreement. In particular: 

the insurance industry was greatly upset over the adversary and oftentimes 

acrimonious nature of the Senate Antitrust and Monopoly Subcommittee's 

investigation hearings, the lack of agreement on whether there was a 

problem or if so what it was, and on the absence of certain factual infor­

mation on various facets of the matter. Thus, shortly after this series of 

hearing began its fourth year early in 1968, there ensued a period of 

intensive and complex negotiations and maneuverings designed to shift the 

investigation to the Executive Branch and out from under the jurisdiction 

of the Senate Judiciary Committee. While both Houses of the Congress· 

were involved, together with all of the private constituencies of the auto' 

insurance problem, most of the action took place in the Senate with the 

Commerce Committee advocating that the study be done by the newly 

formed Department of Transportation (which was under its legislative 

jurisdiction) and the Judiciary Committee arguing that the study should be 

done by the Federal Trade Commission {which was under its jurisdiction). 

The result was, in a sense at least, a compromise. Public Law 90-313 

(May 22, 1968) directed the DOT to conduct a two year study of all aspects 

of auto insurance and compensation and authorized $2 million to finance it. 

'.Y;he legislative history of this legislation, however, made it clear that the 
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FTC was to have a major role and that "the efficiency and adequacy of 
present State insurance regulatory institutions'' would be one of the 
principal matters investigated. Nevertheless, beginning at this point and 
continuing up through the present, the main focus of the Federal interest 
shifted from a concern over Federal vs. state regulation of the. insurance 
business to a concern over the workings of the insurance institution in 
compensating automobile accident victims. 

Following passage of P. L. 90-313; the DOT assembled a special study 
staff of about 30, drawn from both the civil service and the private sector. 
Over the succeeding two and a half years, the study published some twenty­
five volumes of research. On March 26, 1971, Secretary Volpe presented 
the final report, Motor Vehicle Crash Losses and Their Compensation in 
the United States, to the Congress. This report and its recommendations 
focused principally on the compensation aspects of the insurance issue as 
opposed to its regulatory aspects, reflecting a decision made in mid-course 
in the study on the basis of early findings. All subsequent Congressional 
interest in the subject reflects a similar focus. 

Before.the study was completed, however, two particularly important 
ev.ents occurred. First, after three years of bitter and fractious debate, 
the Massachusetts legislature passed, in August 1970, the Nation's first 
no-fault law. Second, Senators Magnuson and Hart, without waiting for .. 
the final recommendations of the Administration, introduced legislation 
calling for a Federally-administered no-fault law. Not only would this 
legislation have imposed a strong, comprehensive national no-fault law, 
it-would also have vested in the Secretary of Transportation a number of 
regulatory or quasi-regulatory responsibilities (including the determination 
and promulgation of auto insurance rates). 

Thus, the hearings at which the Administration's position on the auto 
insurance reform question was first put forward was, in fact, not a 
hearing on that position but rather a hearing on the Hart/Magnuson 
Federal no-fault bill. This, also, turned out to be the case with the 
House Interstate and Foreign Commerce Committee where Representative 
Moss introduced a bill similar to that in the Senate. Since 19 71, the 
various Federal no-fault proposals have undergone several metamorphoses 
and these will be discussed briefly later in this paper. 

The detailed conclusions and recommendations of the Administration are 
contained in the aforementioned final report and in Secretary Volpe's 
statements to the two Commerce Committees. In summary, the principal 
conclusions were: 

\ 
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"The existing system ill serves the accident victim, 
the insuring public and society. It is inefficient, 
overly costly, incomplete and slow. It allocates 
benefits poorly, discourages rehabilitation and 
overburdens the courts and the legal system. Both 
on the record of its performance and on the logic 
of its operation, it does little if anything to minimize 
crash losses." 

The principal recommendations were: 

(1) 

(2) 

That the existing system of insured tort liability 
should be su-pplanted by one based on first party, 
no-fault insurance, and that tort lawsuits and the 
adversary process should be eliminated for the 
mass of accidents. 

That this change should be made, if at all possible, 
at the state level, and that the states should be given 
a reasonable time to do the job . 

The essence of this position was incorporated in an Administration proposed 
Concurrent Resolution which would have expressed Congress' will in favor 
of state adoption of no-fault laws and would have directed the Secretary of 
Transportation to monitor the actions of the states and report back to the 
Congress after 25 months as to what additional Federal action would be 
necessary to achieve meaningful no-fault reform. The Congress, although 
it never seriously considered action on this proposed concurrent resolution, 
has tended to interpret it as a commitment on the part of the Administration 
to review its position that the no-fault reform job can and will be done by the 
states in a timely fashion and to consider rever sing its position if state 
action is found wanting. 

In late spring 1971, the Department joined with the Ford Foundation to 
finance (at a cost of $200, 000) the drafting of a model state no-fault law by 
the National Conference of Commissioners on Uniform State Laws. This 
model statute was to reflect the reform principles set down in the Depart­
ment's Final Report and the Administration's proposed Concurrent 
Resolution. The National Conference completed the model statute in 
August 1972 and by a vote of 33 to ll (the Conference votes by state 
delegations) decided to recommend its adoption by the states. In November 
1972 Michigan passed a version of this bill which is known by its acronym, 
UMVARA (Uniform Motor Vehicle Accident Reparations Act). It should be 
noted that while the Department applauded the product of the Uniform Law 
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Commissioners, it has·consistently refrained from endorsing it as the 
only or even the preferred vehicle for achieving no-fault reform; to have 
endorsed it to the exclusion of other approaches would have been incon­
sistent with the encouragement of experimentation by the several states. 
Finally, it might be noted that UMVARA, which was purposely drawn as a 
very strong no-fault bill, has had its full share of critics, notably those 
factions of the insurance industry least favorably disposed to any kind of 
no-fault law and the bar (the ABA, in an action wholly consistent with the 
economic self-interest of its members and with its past positions on no­
fault, formally condemned UMVARA at its winter meeting last year). 

In the fall of 1972, the Department again joined with the Ford Foundation 
to finance (at a cost of $150, 000) a project of the National Association of 
Insurance Commissioners to develop a computer model and data base to 
explore the cost and price implications of different approaches to no-fault 
reform. The NAIC subcontracted the development of the model to a firm 
of consulting actuaries, Milliman and Robertson. No-fault reform pro­
posals had been foundering in many state legislatures (and in the Congress 
for that matter) because of widely differing claims by actuaries from the 
different factions of the insurance industry. The costing model was first 
employed in late spring 1973 and has been used by a number of States and 
the District of Columbia and by both the House and Senate Commerce 
Committees. 

During the past four years, the vast majority of States have actively 
considered some form of no-fault plan; some 17 states have actually 
enacted no-fault laws which can be said to constitute reasonable progress 
towards the Administration's reform goals; another 8 or 10 states have 
enacted changes in their auto insurance laws which, while sometimes 
erroneously called "no-fault", are either irrelevant to the Administration's 
reform principles, or positively antithetical. 

During this same four year period, there has been, as noted earlier, a 
significant evolution in the character of the principal Federal no-fault 
proposals. At the start, the principal Federal no-fault proposal, a bill 
sponsored initially by Senators Magnuson and Hart (and at a subsequent 
point by Senator Stevens), began as a full fledged national plan which in 
addition to its no-fault features would have vested considerable regulatory 
authority in the Secretary of Transportation, for example, to collect loss 
statistics and promulgate auto insurance premium rates, to review and 
approve state assig.ned risk plans, to police insurance industry policy 
renewal and cancellation practices, etc. Subsequent versions of the bill 
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would have also imposed Federal premium taxes to finance Federal 
programs for emergency medical evacuation systems for auto accident 
victims and the construction of rehabilitation facilities. The overwhelming 
(and unnecessary) Federal involvement called for in these bills made them 
easy to criticize. {They also proved upon close examination to be poorly 
drafted in a legal sense.) Between 1970 and its passage by the Senate on 
May 1, 1974, however, the Hart-Magnuson bill was changed drastically. 
First, it adopted the Federal standards approach (an approach, by the 
way, which '\Vas first suggested by Secretarv Volpe before the House 
~anking g.nd Commerce Subcommittee). Second, most of the one roue 
Federal regulatory, quasi- regulatory or taxation powers were removed 
from the bill. Third, provisions were added to give considerable disc re­
tion to State authorities to modify coverage limits so as not to increase 
!nsurance costs to consumers. Finally, the bill adopted many of the 
provisions and much of the language of UMVARA, the Uniform Law Com­
missioners model bill. However, the bill, which was sent to the Senate 
floor free of any significant continuing Federal involvement, was amended 
there to enlarge greatly the Federal role. This included a $10 million 
financial assistance program for the states to help them implement no­
fault, formal consultive arrangements between the state insurance regu­
latory authorities and the Secretary of Transportation, and a requirement 
that the Department conduct a continuing evaluation of the performance of 
.state insurance programs plus a number of special one-time impact-type 
studies. 

In the House, insurance matters generally fall within the cognizance of the 
Consumer Protection and Finance Subcommittee (formerly Banking and 
Finance Subcommittee) of the House Interstate and Foreign Commerce 
Committee. Although this subcommittee ·had completed its hearings on a 
number of no-fault bills, including the House counterpart of S. 354,. no 
committee action was taken in the House during the 93rd Congress. 

In the 94th Congress, it is presently expected that Senator Magnuson, 
Chairman of the Senate Commerce Committee, will try to report out a new 
version of S. 354 (essentially unchanged except for technical amendments) 
early in the first session without holding hearings. If he succeeds, the 
prognosis for a favorable floor vote appears to be very good. 

In the House, the situation is much less clear. The cognizant subcommittee 
has a new chairman and a much changed membership. In addition, it has a 
very full agenda and it is uncertain where no-fault is likely to rank in terms 
of priority. During the last session, the House subcommittee had several 
no-fault bills before it, including a S. 354-type Federal standards bill and 
several Federal preemption bills of various kinds and qualities. Several 
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of these have been reintroduced so far this year. It is not clear which 
one will be favored by the Subcommittee, but Rep. Van Deerlin, the 
Chairman, is a co- sponsor of Rep. Eckhardt's bill, H •. R. 1272. This bill, 
which some regard as a ploy of the trial bar, would make auto insurance 
compulsory, would make all benefits (including compensation for pain and 
suffering and other intangible losses) payable on a contractual, no-fault 
basis, and would make all other benefit systems primary over auto insurance. 
This bill has never, heretofore, been given serious consideration, nor is 
there any analogous system currently in being to provide guidance as to 
how it could be administered or casted . 
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State Action on No-Fault Auto Insurance Reform 

Since Puerto Rico's adoption of a government operated no-fault compen­
sation system for auto accident victims in 1969, several States have 
passed reform laws incorporating no-fault features. However, because 
the term "no-fault" has no precise generally accepted meaning, it has 
been used to characterize almost any' kind of change in auto insurance. 
Because of this, the number of "no-fault" States ranges from 15 to 25 
or more, depending on the definition employed. 

The Department of Transportation has been quite specific about what it 
considered to be the essential elements of sound reform, having listed 
and discussed them in some detail in the report, Motor Vehicle Crash 
Losses and Their Compensation in the United States. o Theseare: 
{!}The substitution (not simply theadciition of) "first party, no-fault" !1 
insurance for third party liability insurance; (2) some significant degree 
of restriction on tort recovery. 

Using these criteria, the following States have "no-fault" laws that 
accord at least minimally with the Administration's reform principles: 

Puerto Rico (1969) 
Massachusetts (1970) 
Florida (1971) 
New Jersey (1972) 
Michigan (1972) 
Connecticut (1972) 
New York (1973) 
Utah (1973) 

·Kansas (1973) 
. Nevada (1973) 

Hawaii (1973) 
Colorado (1973) 
Georgia (1974) 

(1974) 
.···••• ·,·{'I· I 

Minnesota 
Kentucky (1974) 
Pennsylvania (1974) 
North Dakota (1975) 

__ ,.,· 

I7 The pli'riSe "first party, no -fault" has been consistently used by the 
- Department to describe the Administration's objective. "First party" 

means that there should be a contractual relationship between the victim 
and his insurer as to the kind and amount of benefits to be received. 
''No-fault" means that the loss is not to be shifted by inter-insurer 
subrogation according to the existing loss transfer rules of tort liability. 
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While all of the foregoing State plans include both first party, no-fault 
insur2nce and rest.rictions on the right to sue in less serious injury 
cases, there are vast differences among them in both the benefit levels 
and cost saving features. For example, both New Jersey and Michigan 
provide unlimited medical benefits, while Massachusetts provides only 
$2, 000 of first party benefits for all types of personal economic loss. 
Obviously, the former are "better" plans in the sense that they do address 
the problems of the "very seriously injured," one of the major deficiences 
of the liability system as identified by. DOT's Auto Insurance Study. 

-------As noted earlier, a number of other States have adopted various auto 
insurance reforms which are sometimes called "no-fault. " .In some 
cases, these plans require that first party insurance be carried by 
drivers in addition to liability insurance; in other cases, the law simply 
requires that such insurance be offered to drivers. None of the plans. 
restrict the ·right to sue. In most cases, there is no restriction against 
a victim collecting from both his own first party insurance and a tort­
feasor's liability insurance (if he can prove negligence). These plans 
are sometimes referred to as "pseudo no-fault" or "add-on" plans. 
States falling into this category iilclude: 

Other States 

Delaware~ 

Oregon 
South Dakota 
Maryland 
Virginia 
Wisconsin 
Arkansas 
Texas 
South Carolina 

(1971) 
(1971) 
(1971) 
(1972) 
(1972) . 
(1972) 
(1973) 
(1973) 
(1974) 

.. 

Every State legislature has had no"":'fault reform before it at least once. 
Illinois enacted a no-fault law in 1971, but Illinois courts found it con­
stitutionally deficient. No-fault laws were passed by the legislatures 
of Arizona and New Hampshire but were vetoed by the respective Governors 
because of their alleged unconstitutionality under existing State constitu­
tio~s. No-fault bills have been rejected in many State legislatures and 
have failed to make it out of committee in many others. . . 
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Most States not having no-fault laws will be considering proposals .during 
this year's legislative session, but the outlook for significant progress 
is not very bright. Only Arizona is given a better than even chance to 

· pass a good, high limits bill, while Maine and North Carolina may adopt 
more modest plans •. A no-fault bill_ in Virginia passed the Senate but 
failed to make it out of Committee in the House. 

.. 
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Premium Reduction in States with Meaningful No-Fault 

(Year of Implementation) 

-- Massachusetts 

Florida 

New Jersey. 

Connecticut 

New York 

Hawaii 

Georgia 

* Minnesota 

Kentucky 

Pennsylvania 

Michigan 

Utah 

Kansas 

Nevada 

Colorado 

(Percent average premium reduction) 

0 -10% -20% -30% -40% -50% 

1971 (-15%1. 1972 {-41%~ 1973 ~-57%4 

(-15%1. 1973 ~-26%~ ** 1972 , 

1973 (-15%)_ 

1973 (-10%). 
. 

1974 (-15%1. 

1974 (-15%) .. 

1975 (-15%) ~ 
! 

1975 (-30%) .. ... 
. 

1975(-10%) 

1975 (-15%)_ 

1973 ? *** .. 

1974 ? *** 
• 

1974 ? *** 

1974 ? *** 

1974 ? *** 

*Based on $25,000/$50,000 Bodily Injury, $25,000/$50,000 
Uninsu~ed Hotorist, and $1,000 Medical Pay. 

**cumulative reduction from base period. 

-60% 

** 

***These states did not legislate mandatory rate reductions in 
advance and not enough experience has yet accumulated to be 
able to compute average industry-wide rate reductions. At 
least one major insurance company (Aetna C&S} has published 
lower rates for no-fault coverages in all these states. 
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Summary of No-Fault Legislation before the 94th Congress 

S. 354 (Senators Magnuson, Moss, Stevens and Stevenson) 

S. 354 is a Federal "standards" bill. It wwld require States to enact 
no-fault plans which met the "standards" set out in the Act; if they 
failed to do so, a stricter alternative Federal no-fault plan would go 
into effect. 

The standards would require minimum benefit levels for all accident 
victims including:· 

(1) All medical and rehabilitation expenses. 

(2) Rei~bursement of all work loss up to $1,000 per month 
and a total of $25, 000 (total to be adjusted according to the 
average per capita income of each State). o 

(3) Reimbursement of replacement services loss subject to 
reasonable exclusions and limitations. 

(4) Funeral and burial expenses up to $1,000. 

(5) Survivors loss subject to reasonable limitations set by the 
State . 

. . 
Lawsuits would be permitted for any economic losses not otherwise 
covered and for "pain and suffering" if the victim died, suffered 
sex:ious permanent disfigurement, or suffered more than 90 days 
of continuous total disability. 

The "alternative" plan that would be imposed if a State di.d not enact 
a plan meeting the foregoing standards would provide benefits similar 
to those under the standards except that there would be no overall 
limitation on the recovery for work loss. Tort liability in auto acci­
dents would be essentially abolished for any purpose. 

The bill requires the Secretary of Transportation to: 

· (1) Determine, initially, State compliance with the standards. 

(2) In cooperation with the State insurance commissioners, 
conduct an annual review of the operation of State auto 
insurance plans and report on: 

(1) cost savings; ~·;'··~ ~~;: . 
,. . 
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ways of refunding cost savings to consumers; (2) 

(3) the impact of no-fault on senior citizens, farmers, inner 
city dwellers, and the economically disadvantaged; 

(4) duplication of benefits; 

(5) court congestion and delay; 

_/ (6) the impact of no-fault insurance, reduced speed limits 
and other factors on automobile insurance rates; 

(7) competition within the auto insurance industry; 

. (3) Administer a $10 million grant program to reimburse the 
States for the costs of implementing the standards and other 
provisions of the Act. 

All of the traditional insurance regulatory functions -~ i.e., rate 
regulation, solvency examination, licensing, forms approval, etc. 
is left with State government. 

H. R. 1900 (Sponsored by Mr. Matsunaga) 

·H. R. 1900 is the companion bill to S. 354. .. 
H. R. 1272 (Congressmen Eckhardt, Dingell, Abzug, Drinan, Mitchell (Md. ), 
'Scheuer, Charles Wilson (Cal.), Helstoski, Van Deer lin, Stark, Ashley, 
Carney and Edwards (Cal. ) ) .. 
H;R. 1272 was viewed by more than a few as a trial lawyers' ploy 
to attract attention and· support away from other no-fault proposals. 
Eckhardt is a trial lawyer and discusses insurance reform measures 
very knowledgeably. The framework of the bill, though not its philo­
sophy, draws heavily from the early versions of S. 354. 

H. R. 1272 would abolish tort liability for all economic loss for auto 
accidents. Every motor vehicle would have to be covered by a qualify­

. ing no-fault insurance policy or its sell-insurance equivalent. That 
policy would provide the following benefits to victims: 

(1) All net economic personal loss to include: 

(a) all medical and rehabilitation expenses; 

_..----,...._ 

/'.- ~ {J ~- ~~ 

(b) all expenses for psychiatric, physical and occupational 
therapy and rehabilitation; 
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(c) income loss up to $1, 000 per month (including the 
future lost income in death or disability cases; 

(d) reasonable cost-of-replacement services; 

(e) funeral expenses; 

(2) All property losses (including vehicles subject to reasonable 
deductibles); 

{3) All intangible losses (on a no-fault basis). 

Suits against one's own no-fault insurer for intangible damages would 
be allowed, but only after satisfactory settlement of all economic loss 
claims. The insurer would have to pay reasonable attorneys' fees 
of the plaintiffs in such cases. 

H. R. 1272 would require the Secretary of Transportation to approve 
all policy forms and terms, promulgate a uniform statistical plan for 
the collection of loss experience, establish and regulate a standard 
rating plan, organize an assigned claims plan in each State and issue 
regulations for their operation, etc. 

H. R. 285 (Sponsored by Mr. Carney) .. 
H. R. 285 is exactly the same as H. R. 1272 and was introduced on the 
same day. 

\ ~} f /..~-''-.. 

H. R. 1012 (Sponsored by Mr. Roybal) 

H~ R. 1012 would establish a Federal compulsory first-party, no-fault 
insurance plan for all net economic loss. Generally, other benefit 
systems would be primary to this coverage and thereby reduce the net 
economic loss. - --

There is no specific tort exemption granted but States would be precluded 
from requiring the purchase of liability insurance, leaving the recovery 
of economic loss covered by the mandatory Federal first-party system 
and intangible losses to the vagaries of tort recovery in a system not 
funded by compulsory liability insurance. 

e The plan would be administered by the Secretary of Transportation who 
would exercise many regulatory powers over the auto insurance system. 

( . 
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A Brief, Non-Technical, Selective and Somewhat 
Subjective Lexicon of No- Fault Insurance Terminology 

No-Fault Insurance: A term of minimal utility or communicative value. 
Meanings range from a voluntary form of contractual insurance 
coverage to the total abolition of tort law and the n1.andatory 
substitution of unlimited contractual insurance benefits for 
economic losses incurred in motor vehicle accidents. 

''Pseudo" No-Fault Insurance: A pejorative term referring to schemes 
which would add a first party insurance overlay to every 
liability insurance policy but which would not limit tort recovery 
rights in any way. The first party insurance coverage (usually 
very low limits) can be either voluntary at the option of the 
insured (as in Minnesota or South Dakota) or mandatory (as in 
Arkansas). 

"Pure" No-Fault Insurance: Sometimes called "radical" or "revolutionary" 
no -fault. "Pure" no-fault refers to plans which essentially 
substitute first party no -fault insurance as the basic required 
coverage for economic loss in lieu of liability insurance. 
i•Pure" no-fault also exempts a driver from s~h for any 1oss 
covered by no -fault insurance and usually forbids inter -insurer 
transfer of loss on the basis of fault through subrogation. 
"Pure" no-fault also usually curtails recovery for intangible 
loss (i.e., "pain and suffering"). The Michigan law and the 
Uniform Motor Vehicle Accident Reparations Act are examples 
of "pure" no -fault. 

"Modified" No-Fault Insurance: "Modified" no-fault plans combine in 
various degrees elements of both "pure" no -fault and insured 
tort liability. First party economic loss insurance is mandated, 
a tort exemption is granted, inter-insurer loss transfer on the 
basis of fault is permitted or mandated, and intangible loss 
recovery is denied in the less serious injury cases. · 
Massachusetts, New Jersey and Connecticut are examples of 
"modified" no-fault. 

"True" No-Fault Insurance: Whatever lies in the eye of the beholder but 
most often construed as comprising the "modified" and "pure'' 
no -fault plans and excluding "pseudo" no-fault. 

,.. \1 it.: 
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e UMVARA: Acronym for the Uniform Motor Vehicle Accident Reparations 
Act, a model state no -fault law, drafted by the National 
Conference of Commissioners on Uniform State Laws under 
contract to the DOT and the Ford Foundation. It provides a 
semi-"pure" no-fault system and was the basis for the Michigan 
law. The Department has not officially endorsed UMVARA as 
the sole or even the best approach inasmuch as that would be 
inconsistent with the Administration's position that the states 
should be free to experiment with differing approaches to no­
fault. 

'-

(-

"First Party" Insurance: Insurance coverage which is contractual between 
insurer and the victim. Examples are auto medical payments 
and collision insurance. 

"Third Party" Insurance: Insurance coverage in which the victim is not a 
party to the insurance contract. Instead the contract exists 
between the wrongdoer and his insurer, with the latter promising 
to defend the former and pay for any judgment against him if 
successfully sued by another. It should be noted that in only one 
state (Louisiana) can a victim sue the insurance company directly. 
Automobile liability insurance is third party insurance. . 

Intangible Losses or Damages: Intangible losses are those for which a 
precise monetary quantification is impossible. They include 
pain and suffering, loss of life's pleasures, inconvenience, loss 
of consortium, etc. All "intangible" losses are theoretically 
compensable under tort law, their value being determined by 
negotiation, or precedent, and/or judgment by judge or jury in 
an adversary proceeding. Under insured tort liability, part or 
all of the payment or award theoretically made for "pain and 
suffering" goes to pay the claimant's lawyer. 

NCCUSL: Acronym for the National Conference of Commissioners on 
_Uniform State Laws, an organization of legal experts appointed 
by State governors, which drafted a model state no-fault bill 
under contract to the Department. 

NAIC: Acronym for the National Association of Insurance Commissioners, 
the cooperative instrumentality of the chid insurance regulators 
of the several states and territories. 

.-· 
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Threshold: A term of art used in describing an arbitrary floor (denominated 
either in dollars of medical losses or in adjectival description of 
injury severity) below which an injured person cannot sue for 
intangible losses. Most no-fault plans have such "thresholds. 11 

Front end add -on: A term of art used to describe an auto insurance plan 
which simply adds supplementary first party insurance to the 
existing liability insurance policy. 

Excess, primary, secondary: Terms of art used to describe the order in 
which various forms of insurance covering the same risk would 
pay off in the event of loss. "Primary'' n1.eans that the coverage 
in question would normally pay off first. "Secondary" means 
that ordinarily the coverage involved would pay off only after 
primary coverages had been exhausted. 11 Excess 11 means that 
the coverage is primary and would pay off regardless of any 
other payments. If a 11 secondary1

' coverage pays the victim 
first, it may then subrogate and recover its costs from a 
primary carrier. The issue over 11 prin1.ary 11 coverage in the 
area of auto accident compensation arises because some people 
have proposed that auto insurance be secondary to other benefit 
sources. This is bitterly opposed by most of the auto insurance 
industry. 

"Driver accountabflity 11 , 1'personal responsibility": Illusory objectives 
asserted by some to be served by intercoTnpany transfer of loss 
costs on the basis of fault. The concept ignores the fact that the 
11accountability 11 involved is not individual, personal accounta­
bility for one's own driving behavior but :cather one's chance 
membership in a class of drivers (such as age .group or sex or 
marriage status) which may have a statistically significant 
accident involven'lent rate difference frorn some other class. 

Assigned claims plan: An institutional device designed to ensure that'the 
hit and run victim, the victim of any uninsured driver, etc., has 
a benefit source. Such victims are "assigned" to insurance 
companies in proportion to the latters' share of the business in 
the jurisdiction involved. 

Assigned risk plan, automobile insurance plan: An institutional device 
designed to ensure that all licensed moto::·ists can buy insurance 
from a qualified company. Any driver m1.able to obtain auto 
insurance in the voluntary market is 11asf;igned11 to a company in 
the same way as described in the previovs entry. -- ----.. .. 
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Compulsory, mandatory: Words of art. 11 Compulsory 11 insurance means 
that every motorist must have, under con1.pulsfon of law, certain 
forms of insurance coverage or equivalent security. 11Mandatory 11 

insurance means that every motorist who chooses to carry auto 
liability insurance must also carry some specified amount of 
11mandated 11 first party insurance. 

Financial responsibility law, compulsory insurance law: All states have 
some form of these laws which largely ddermine the public 
policy as to whether a motor vehicle owner must carry insurance 
coverage, and if so how much and what kind. Most states have 
11first bite 11 financial responsibility laws \Vhich require the 
possession of insurance or equivalent security only after the 
first accident has occurred. A few states such as New York, 
Massachusetts and North Carolina have laws compelling all 
drivers to be covered by specified amounts of insurance coverage 
before they can drive. In many states with weak laws, the 
proportion of totally uninsured drivers can run as high as 25o/o 
in Texas or 40o/o in the District of Columbia. 

Contingent fee: A system of paying for legal assistance it& which th~ 
atto;rney for the winning side in a case takes a fixed percentage 
of the settlement. In auto insurance negligence cases the con­
tingent fee cases in which no suit is filed averages 33o/o, for cases 
in which suit is filed but is not brought to judgment 40o/o, and in 
cases brought to trial and judgment 50o/o. Contingent fees are 
illegal in virtually every country but the U.S. 
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EXECUTIVE Or='F ICE OF THE PRESI L>ENT 

o ;::-r=! ·:::E OF MM~AGEMENT AN D BU iJGET 

·~- J. W A S I-IINGT074. D .C . 2 0 50 3 

n0..Y 1 rJ;=~ ACTION 

MEt~O~ANDU !•i FOR: THE PR:: SIDENT 

FRO:·:i: J .C\H ES T. LYNN 

SU8,JEC'T : Feceral No- fa ul t t:oto r Vehicl2 Insurance 

The question i~ ag~in raised whether the Administration should support 

legislation (Magnuson-Hart) to mandate no-fault insurance with 

minimum Federal standards prescribing benefits. DOT is scheduled 

to testify Hay 5. 

Since 1971, the Administration has opposed Federal no-fault 

legislation. It has endorsed th2 concept of no-fault but has 

recomm2nded t~tat action be left to the states. At present, 25 states 

have soms form of no fault (although the laws of nine of these states 

do not eli minate the tort remedy). 

The advantages of no-fault over the tt'ac!i tiona 1 tort 1 i abi 1 i ty 

system are substantial. If the Magnuson-Hart standards were 

1 ey i s 1a ~e ci , tota1 an~~ a ~ savings co uld exceed $2 bi1lion, rei1ected 

to some extent in lo~er insurance premium rates. Moreover, insurance 

benefits wo uld be distributed more equitably. Federal no-fault 

supporters include consureer groups , some insurance carriers (e.g., 

Aetna, State ~arm, Kemper), and l abor unions (e.g., UAW and Teamsters). 

Labor fores ees group no-fault auto insurance as the next logical 

employe}'-fi nanced fringe benefit for their members. Attachment I 

s ummarizes the benefits derived under no-fault. 

Opponents of no-fault argue variously that Fed~ral intervention is 

unnecessary and inappropriate and t hat liabiii ty based on negligence 

is sound policy. The opponents question the need for Federal 

intervent ion given that almost l/3 of the states now have laws 

which contain some level of tort restriction and are serving as 

testing grounds for determining the i mpact of no-fault on the 

public. Other questions are raised concerning the efficacy and 

equity of the no-fault concept. The opponents include state insurance 

commissioners, the American Bar Association, t he National Governors 

Conference, and some insurers (e.g., Allstate) . Attachment II lists 

the objections to the no-fauit concept v1hich ha•te been raised. 

The nature and extent of the benefits from no-~ ult depend of course 

on the preci se standards adopted. The legisl ative process at the 

state l eve l has someti me s produced benefit s t endards that promise 

few net savi ngs to consumers. The uncertainti es of the Federal 
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j 

•; ,. 



legisl ative process could produce a similar result, particularly if 

cer-tain interest groups such as 1 a;·;yers shifted their approach from 

outright oppus ition to seeking amendments . 

The ~lagr.uson - Hart bi 11 passed the Senate l ast year 53-42. Most of 

the oppo:;ition v!as based upon hostility to Federal intervention in 
the regu1~tion of i nsurance . 

Tip O'Nei ll is publicly commi tted to bring a bill to the House floor. 

The Democratic caucus has singled out no-fault as a high priority 
and the House Interstate and Fore ·i gn Comme rce Subcommittee 
(Van Deerlin) will be hol di ng hearings in June and July. 

The Attorney Genera1 has questio ned the constituti onal ity of the 

Magnus on-Hart bill's requirement that a state-administered Federal 

plan take effect if states failed to enact laws meeting specific 
minimum standards. Most of your advisors favor securing state 
action by usi ng a Federal-aid highway grant withholding penalty 
for noncomplian ce. DOT does not see a constitutional problem 
vrith S. 354 and opposes the grant viithholding penalty method. / 

OPTION A: Support the Magnuson-Hart bill with certain amendments 
such as providing for implementation through withholding 
Feder a 1-ai d hi ghv;ay funds. 

OPTION B: Continue to oppose Federal no-fault in favor of state 
· u.ct~Gil. ~-::assess il" nuuse begius tu move on legislation 

containing minimum benefits standards that assure 
substantial net savings. 

Decision 

Option A: Support Federal minimum standards no-fault __ 

Favoring Option A are DOT, HUD, the Office of Consumer 
Affairs, and OMB . 

Opti on B: Continue to favor state action but oppose Federal no-fault 
legislation 

In favor of Option 8 is Justice. 

Li st of Attachments: 
I - Summary of Benefits of No -fault 
II - Ob jecti ons to No-fault 
III - Minimum Standards of S. 354 (Hart-Magnuson) 
IV - State Legislation and Experience 
V - Descri ption of first-year experience with Michigan's No-fault law 
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Summary of Benefits of 
Proposed No-fault Leaislation 

Att<:Lchment I 

Under no-fault motor vehicle insurance every vehicle owner is 
required to obtain first party insurance coverage up to certain 
nlinimum benefit levels. Individuals are free to obtain greater 
protection levels if they wish. The right to sue for damages 
incurred under a specific dollar threshold is eliminated. 
Premium costs under no-fault in part depend on the level o£ 
benefits established . 

In 1971 DOT released a study of automobile insurance •.-ihich pointed 
to a number of deficiencies in the present tort liability system. 
IJc found the present to:r.-t arrange.-uent to be slow, inefficient and 
ineq'..litable. 

I. The following benefits identified by the DOT study have 
been consistently confirmed by state experience : 

States \vhich have had significant no-fault lm•7S for several years 
have had sizeable declines in premium costs, depending upon the 
tor ·t thresholds and benefit levels set. The higher the level of 
bene£ its t .he better the insurance coverase. However, premiu:ns 
also rise in relation to benefit.s. For e):ainple, Eassachusetts 
has realized a 60% preraium savings, but has a low guaranteed 
benefits level ($2,0 00 for economic losses), while New York , 
w11.LL:i1 ita~ Leo.:L.LL:ctl. ct J. S~ sav.Ln~J::; .Ln .i.t~ Li..L::;t yectL, i1<.1.~ ct 
$50,000 benefit guarantee. (See Attachment rv for more details.) 

No-fault eliminates a large portion of the attorneys' fees and 
claims adjustor costs and permits a greater percen·tc; c;e prerr.ium 
return in the form of benefits than at present. Experts 
estimate an i:r.mediate 50% efficiency gain - (from the present 
44% return to premiums into benefits to a 65-70% return) is 
realized . 

'I'he DOT study found that as the extent of victims 1 economic 
losses and injuries grow, the amount of recovery received under 
the tort system declined (e.g., 55% of those seriously injured 
in auto accidents , or the families of those killed, receive no 
recovery under the tort system). Conversely, those with low 
losses actually are over co:npensated (those with economic losses 
under $500 receive 4-l/2 times their loss). No-fault rectifies 
this situation by requiring all to have insurance covering them 
up to specific benefit levels (e.g., $50,000 of medical expenses). 
Thus every citizen involved in motor vehicle accidents would be 
guaranteed recovery of losses up to basic levels. The over-

.recovery of damages would be curtailed because intangible losses 
under specific limits Hould be denied and "nuis.:1nce" payments 
by insurers (to avoid administrative and legal costs) to those 
threatening to file suit for small clai~s would be eliminated . 
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_ y c lirr,:.r.a ting lengthy lega l delays and r e quiring prompt pay­

iT:.c~r. ~· , th •3 s lo',rness of the current process would b e eliminated 

(over ·1 0% of all claims nm-1 take longer than six months to 

se-U: l e ) . 

High-ri.sk drivers and those p edestrians and bicyclists not 

b e l o ng i ng to insured-driver fa..'1'.ilies receive better coverage 

a s follows : l) Motorists who cannot get insurance are now 

placed in ass igned risk plans in many states, where they are 

random ly as s igned to insm.·ers and are charged high pre."11iums. 

Thes e p e rsons include many who are looked upon by society in a 

sornewh~ t negative lig h t , and/or are perceived by insurers as 

being poor prosp2 c t i ve de f e ndants i n a court trial (e .g., those 

obviously affluent, divorcee~). No-fault has diminished the 

numb"er of p e ople pla ced in this category (since most trials are 

eiiminate d) and reduced their premiums (since how they appear 

to a jury becomes irrelevant) . 2) Those pedestrians and others 

\·lho are accident victims but who do not belong to an insured­

driver's family receive conpensation under n6-fault fro~ a fund 

especially established for this purpose and paid for by the 

pre111iw-ns of a 11 insured drivers. 

II. The follm·1ing argurnents have also been put forth on behalf 

of no-fault: 

The threshold and . liability rei1loval aspects of no-fault mean it 

is much nore conducive to group sales and mass marketing tech­

:!j_;~2S -:.~~!: -!:!-:~ :;;~~sc~t S~7 sts..~. '!'!~~ · ~~~c~~:;.t. c"t .. T~:!:"!:~.:.:~ s~~-=­

s a vings of these techniques should translate into lower premiums. 

(Interme diary agents nm·1 average 12 % commissions.) 

A beneficial result of requiring all motorists to have insurance 

is that the present burden to society which uninsured accident 

victims now often become would be eliminated. 

Although experience has been limited and influenced by such 

factors as the gas shortage and the 55 m.p .h. speed limit, no­

fault does not seem to adversely impact safe driving habits . 

The accident rates in Puerto Rico and Massachusetts, the 

jurisdictions with the longest no-fault experience, have 

declined under no-fault in amounts similar to comparable 

jurisdictions without no-fault. 

Rural states have had satisfactory experiences with no-fault. 

Rural inhabitants of mixed urban-rural states have experienced 

pre.~ium reductions, although smaller than their urban counter­

parts. 

------- ·-



Objections to r ·eceLa~ ~v ~~~~ -

I. Objections raised concerning federally mandated no-fault 

are: 

The Attorney General has questioned the advisability a= 
any Federal no-fault bill and the constitutionality of 

S. 354, which seeks to compel the states to act as 

sovereigns and use their distinctively governmental 

powers to ad~inister a federally-enacted program rather 

than having states lose Federal funds or have the 

Federal Goverfr~ent administer its own plan. S. 354 may 

broach the Te~th ~T.endment's guarantee of state sover -

eignity . 

Federal no-fault is an incursion into state responsibility. 

Under the 1946 NcCarron -Ferguson Act, each state is charged 

with responsibility for regulating insuiance within its 

jurisdiction. The states are already experimenting with 

a variety of no-fault plans, and that makes Federal inter­

vention even less desirable at this moment. 

The states are enacting substantive no-fault laws at an 

acceptable rate, rendering Federal action unnecessary. 

Considering the 16 states with some tort action thres­

hold, six of these passed their laws in 1973, four last 

yp~r ~~~ ~h~~e thus fa~ thi~ y2ar. r-. l.------
\,..;J.l.c..l.i1"- c:;~ Ci::CC: -j00~ 

for passage in l-3 more states in 1975. 

Federally-imposed benefits may be in excess of what some 

states need or want. Medical costs, wage rates, accident 

frequency and other factors vary from state to state and 

therefore benefit levels should be allowed to vary also. 

II. Objections to the no-fault concept which have been raised 

are: 

Elimination of the right to sue deprives people of a basic 

right and lets the negligent driver go "unpunished". 

No-fault may cause unfair premi~~ payment redistributions. 

No-fault can require some persons to pay more for their 

insurance, as in the case of high income persons who wish 

protection against the loss of their income and can no 

longer look to the tort system for recovery. The first 

year's experience with New York no-fault showed that 

high risk drivers have received larger premium reductions 

than low-risk drivers. Certain other classes, e .g. 

large co~mercial truck operations, may benefit dispro ­

portionately due to their propensity ~o be involved in 

accidents and/or be dareaged. 

'·n~ll ... 
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For those individuals without auto insurance in the 

approximately 12 states which do not require it, costs 

would rise because of the mandatory self-coverage re­

quirement. 

Some small insurance companies which deal only in auto insurance 

may have fheir businesses adversely affected since the larger 

c oncerns are likely to write most uniform group coverage plans. 

Experj_ence with state no-fault thus far has been inconclusive 

in this regard . 
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Attach..Tt'.ent III 

Minimum Benefit Standards in S.354 

l. Jvledical and rehabilitation expenses Hithout any limit. 
~ 

2. Los s of income benefits subj e ct to $15, 000 over all limit 

with a maximum weekly benefi t of $1,00 0 . 

3. Funeral expenses up to $1,000. 

4. Survivors loss subject to reasonable linitations set by 

each state. 

5. The Federal Standard would abolish tort liability except 

for uncompensated economic l0ss (excluding deductible, 

waiting periods) intentional injury, general damages 

{non-econo~ic) in c a ses where the accident resulted in 

d eath, serious and perwanent disfiguremen t or injury 

o r more than 90 days of continuous total disability. 
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Status of State Action on No - Fault Auto Insurance 

Sixteen states, plus Puerto Rico, have enacted no-fault 

automobile insurance laws th~t meet the tough definition 

adopted by the Department of Transportation. 

To qualify under the Department's definition of no-fault, 

the state law must have two essential elements: (1) the 

substitution (not si~ply the addition of) "first party, 

no-fault"* insurance for third party liability insurance; 

(2) some si g~ifica~t degree of restriction on tort recovery. 

The following have such a law: . 
Puerto Rico (1969) 
.Hassachusetts (1970) 
Florida (1971) 
Ne'i·l Jersey (1972) 
Michigan (1972) 
Connecticut (1972) 
New York (1973) 
Utah (1973) 
Kansas (1973) 
Nevada (1973) 
Hawaii (1973) 
C'o1or?.do (l OT:n 

~ -- •- I 

Georgia (1974) 
Ninnesota (1974) 
Kentucky (1974) 
Pennsylvania (1974) 
North Dakota (1975) 

There are, however, vast differences among the laws adopted 

in the above states in terms of benefit levels, tort threshold 

and other factors. 

These laws cover over 42% of all licen~ed drivers and will rise 

to wel l over 50% if California passes a no-fault law. However, 

only the Mi chigan law (covering 5.7% of drivers) conforms with 

all the standards in the DOT proposed federal ~aw. 

Nine other states have adopted auto insurance reform, which are 

sometimes called "no-fault". In some cases, these plans require 

that first party insurance be carried by drivers in addition to 

* "First . party" means that there should be a contractual relation­

ship bet~een the victim and his insurer as to the kind and amoun 

of benefits to be received. "No-fault" means that the loss is 

not to be shifted by intcr-insur2r subrogation according to tne 

existing loss transfer rules of tort liability. 
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liability insurance and in other cases the law simply provides 

that 11o-fault be offered to the driver at his option. None of 

the plans restrict the right to sue and in most cases there is 

no restr~ction against the victim collecting from both his own 

first party insurance and the party at fault by suing in court. 

The following states fall into this category: 

Outlook 

Delm,7are 
Oregon 
South Dakota 
f.la.ryla:nd 
Virginia 
Hisconsin 
Arkansas 
Texas 
South Carolina 

(1971) 
(1971) 
(1971) 
(1972) 
(1972) 
(1972) 
(1973) 
(1973) 
(1974) 

Every State legislature has had no-fault reform before it at 

least once . Illinois enacted a no-fault law in 1971, but that 

was later declared unconstitutional . A no-fault law was passed 

by the legislature in New Hampshire but was vetoed by the Governor. 

Most states not having no-fault will consider proposals during this 

year's legislative session. Maine and North Carolina may pass no­

iauii:::. iaws i:.i:1i.s year but ..li:. is 11oi:. l..Li<..eiy L.ilcJ.L L.l1e_y wi:;_:;_ JLu:::ei.. L.l.1e 

DOT standards~ 

California is the key state in terms of the number of licensed 

drivers covered and there is likelihood that action by California 

would set a trend . Many other western states would be likely to 

follow California's lead if action is taken. Due to a change in 

the leadership in the California legislature the no-fault bills 

are moving slowly but nevertheless there is movement and consider­

able behind the scenes activity. No one can predict when Califor­

nia will act but the prospects for action this year are good . 
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Dcs_:~ri}2t:ion o:I First-Year Experience 'dith !·1ichigan l s No-Fault­

L u \ ·J 

(Excerpts from a paper prepared by the Michigan Association of 

Insurance Companies for the Michigan Legislature) 

The provision of unlimited no-fault medical and rehab­

ilitation benefits (similar to S. 354) has been a 

dramatic improvement over the fault system, especially 

for the s e riously injured . In the first year of no­

fault, mo~c t ha n 1 ~ 5 ,0 0 0 p e r s ons were inj ured and 

1,800 killed in ~lichigan as a result of motor vehicle 

accidents. In all of these injuries and deaths all 

medical a11d hospital costs pl~s income loss benefits 

l1ave been paid, except to the extent that other benefits 

(e .g. health care, social security) were involved. 

Under the fault system about half of those injured 

would have been able to collect from someone else. 

Hichigan mot.or ists have had considerable premium cost 

savings, although the actual cost effect of the law 

cannot be established because of the uncertainties 

regarding whether or not the law will be upheld under 

the state 1 s constitution and the resulting reluctance 

by co~panies to completely adjust premiums to no-fault. 

Those drivers with smaller income loss exposure (e.g. 

·young drivers, those with low incomes and retirees) 

enjoyed larger than average premium reductions. 

Some motorists who have been in accidents and have 

been prevented from suing negligent drivers have re­

acted angrily to the no-fault law. 
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