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THE WHITE HOUSE

WASHINGTORN

October 23, 1975

ADMINISTRATIVELY CONFIDENTIAL

MEMORANDUM FOR: HONORABLE EDWARD H. LEVI
Attorney Genen

FROM: JAMES M. CANNON MIAA~

SUBJECT: Reconsideratiyn. ¢f Position
Regarding/No-Faudit Insurance)

Attached for your review and comment is a draft
memorandum to the President outlining Secretary
Coleman's request for reconsideration of the

President's earlier decision not to support Federal
no-fault legislation. Attached is a copy of Secretary
Coleman's letter to the President along with his back-up
material.

Please review this material, giving particular attention
to whether your original constitutional question has
been adequately answered with the alterations to the
bills before Congress.

I would appreciate your response by noon Tuesday,
October 28. Thank you very much.

Attachment

&
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DRAFT
DECISION
October , 1975
MEMORANDUM FOR: THE P‘RESIDENT
FROM: JIM CANNON
SUBJECT ' No-Fault Insurance

Secretary Coleman has requested reconsideration of your earlier
decision not to support Federal no-fault insurance legislation.
The Secretary cites as reasons for reconsideration the resolution
of a constitutional issue raised earlier by the Attorney General,
additional evidence that under certain conditions rates will
deciine with a no-fault system, and the increasing likelihood

of Congressional approval of no-fault legislation.:

In reaching your earlier decision not to back no-fault legisla-
tion, you indicated support for the concept but expressed your
belief that it was an issue for the States to resolve. In addi-
tion, key Minority members were opposed to Federal legislation

and standards at that time. Therefore, the issue at hand is
whether, based on Secretary Coleman's informatioﬁ and other factors,
yoﬁvwish to reopen this issue for possible Administration action

and support.



With regard to the constitutional issue, the Attorney General
originally questioned the constitutionality of requiring States
to develop and implement at their expense a Federally imposed
program. The Attorney General testified before the Congress

on this issue and Secretary Coleman indicates that the major
bills currently under consideration have been changed to permit
States not enacting no-fault statutes of their own to have Fed-
eral officials administer the Federal standards, thereby avoiding
the constitutional issue.

With regard to cost savings for the consumer, it is fair to say
the jury is still out. Evidence submitted by Allstate and State
Farm indicates that reductions up to 10% could occur under certain
circumstances, e.g. $5000 minimum survivor benefits and minimal
inflation. However, these companies have cautioned against
expectations of signifiéant savings. While no-fault does reduce-
the "non-coverage" cost element of premium payments, experience
has shown that the legislated standards often raise the average
level of coverage, thereby causing premiums to remain the same

or in some cases rise. As a result, the cost savings appear

to remain an uncertain factor.

With regard to Congressional action, it is expected that the
House and Senate committees will report out a bill for consi-

deration in November. However, there appears to be continued



opposition to Federal legislation among key Minority members.
There is in their minds the lingering question of why Federal

action is needed if States have the opportunity to enact their

own insurance laws.

Clearly Secretary Coleman urges reconsideration and support
for no fault at a time when he feels outcome of the bill can
still be affected to your advantage. OMB has suggested that
you not proceed until a clearer sign is given by the Congress
and the Minority as to where they stand. If a decision is made
to reconsider, there is also the option of withholding your
support until the State of the Union message. However, anti-
cipated action by the Congress before the end of the year would

negate this option.

Based on this information and these circumstances, your guidance

is requested on how to proceed.

OPTION A

Maintain current position of non support.

OPTION B
Informally contact Minority members to clarify their
position and assess possibility oI compromise, then

determine how to proceed. TORIN



OPTION C
Reconvene a White House meeting to review the issue

and structure a firm proposal.



THE SECRETARY OF TRANSPORTATION
WASHINGTON, D.C. 20590

September 24, 1975

The President
The White House
Washington, D.C. 20500

Dear Mr. President:

For the reasons outlined in the enclosed memorandum, I urge
you to reconsider the Administration’s position respecting no-
fault automobile insurance. )

~

Respectfully,

i

William T. Coleman, Jr.
Enclosure

cc: Attorney General
Secretary, Department of
Housing and Urban Development
Director, Oiffice of Management
and Budget
Roderick M. Hills, Counsel to
the President



THE SECRETARY OF TRANSPORTATION
WASHINGTON, D.C. 20590

September 24, 1975

MEMORANDUM FOR THE PRESIDENT

SUBJECT: No-Fault Automobile Insurance

I strongly recommend that the Administration support the enactment
of S. 354 and the similar H.R. 9650, bills to establish minimum
national standards for State auto insurance plans. As you know, I
recommended that we support S. 354 in my memorandum of April 23
of this year, and at that time you decided not to change the Adminis-
tration's position. Since then, however, there have been two
significant developments.

First, the bills have been altered so as tQ provide those
States not enacting no-fault statutes of their own
the option of having Federal officials administer
the Federal standards. This change was suggested
by the Attorney General in order to allay a consti-
tutional problem he had with the earlier versions.

Second, important new data has come to light that bears
on the question, which had earlier given some
people trouble, whether no-fault would result in
a reduction or an increase in premiums. The
evidence, which this memorandum will summarize,
is now strongly t0 the eiect that 1t will result
in a reduction.

S = .

We are all aware of the basic reasons for supporting no-fault. The
present third-party system is uncertain, unfair, discriminatory and
wasteful. I might add that it is a blight on the legal profession. Thus
the Administration has always strongly supported the no-fault
principle.

Heretofore, however, the Administration has taken the position that
action in this area is best left to the Sta :s. The problem with that
approach, however, is that State actior ~ this area, thanks in large
part to pressures from the trial bars w c¢h tend to wield power in
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State legislatures, has been noticeably slackening in recent years.
If there is to be movement, it must take place at the Federal level:
the longer we hesitate, the more we open ourselves to the charge
that our opposition to the Federal minimum standards approach is
actually covert opposition to the no-fault principle itself.

No-fault legislation is, of course, comfortably within the Federal
Government's constitutional power to regulate interstate commerce--
much more comfortably so, I might add, than many of the laws that
have been passed and upheld under that rubric. (I would add that both
the Senate and House bills leave wide discretion to the States in
tailoring the benefits to their individual needs and are thus modest
intrusions into State authority: they are true minimum standards
bills.) Moreover, no-fault should prove a politically popular cause, !

and one that is consistent with the goals of other initiatives of this
Administration. No-fault is pro-consumer and anti-waste. It will
provide substantially increased benefits to the average accident victim.
Like our various regulatory reform initiatives, it is calculated to pro-
vide a much more equitable and rational system while at the same time
saving the ordinary citizen money and resulting in significant monetary
savings system-wide.

The Administration can justly take credit for having made contributions
to the development of S. 354 and H.R. 9650. Besides financing the
development of the model State bill on which these two bills are based,
it was Secretary Volpe who first discussed the minimum standards
approach. The original Department of Transportation Auto Insurance
Study and the Department-financed Milliman and Robertson costing
model have provided much of the analytical and factual support for

S. 354 and H.R. 9650.

The question of costs. Unfortunately, the waters have been muddied
by false before-and-after comparisons which purport to show increased
premiums aiter the adoption of no-fault but which fail to explain that
the increase is due to inflation or the provision of more benefits. In
the la’st analysis, and after chsc;ugsmtr this matter with the » people in
the Departmentx,ho_hzme extensive involvement in no- -fault, I believe
that the clear - weight of the evidence is to the effect that adoptlon of no-
fault will reduce insurance premium costs below what they would have
been without no-fault.
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There never has been a truly comprehensive before-and-after
analysis of no-fault, but I believe we can point to the following as
evidence that the adoption of no-fault will save consumers money:

(1) The present system is highly inefficient, and it is
difficult to believe that a better system cannot be devised. ‘
Only 44 cents of each premium dollar paid to the insurance
companies is returned to the cgonsumer in the form of
benefits. Some of the other 56 cents is used for_legitimate
admlmstratlve expenses, but@ great deal is wasted for
lawyers fees nuisance claims, and unnecessary adjustment
expenses.

(2) The indg_@ignt study performed by Milliman and
Robertson at the behest of the State insurance commissioners
and funded by the Department, and updated by the Senate
Commerce Committee, indicates that adoption of no-fault
will not_ ralse_ihe_avera.be_premlum_m_anLState,_and will
lower premiums in many States. This study was first done
in 1972 and although it has been widely discussed, it has
ngver been convincingly attacked.

(3) The reports from most States that have adopted true no-

- fault plans haveindicateéd cost savings to thé average
motorist. For instance, New | York which has a very sophis-
ticaled insurance department and a broad no-fault law, recently
announced that insurance rates for personal injury insurance
had fallen 19% after the adoption.of no-fault. The Massachusetts
commissioner of insurance has estimated that compulsory auto
insurance rates would be 100% higher if no- -fault had not been
adopted. The Connecticut commissioneér is the only commissioner
from a State that has adopted no-fault who has said it would _result
in rate increases. (I might add that the Connecticut plan is “not
consistent with the standards prepared in the Senate and House
pills.)

(4) Both the Senate and House asked State Farm and Allstate to
project the effects of no-fauit on rates on a State-by-State
basis. In the Senate, using the same techniques developed by
Milliman and Robertson, Al/l'ggate Qr_ojegtwm
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Farm projected decreases. One of the reasons for-this

disparity was a difference in choice of agssumptions. Although 7
S. 354 and H. R. 9650 required only-a minimum of $5,000 in
survivor's benefits, Allstate assumed that the States would

adopt more than the Federal minimum and in fact would require
minimum payment of $15,000 in survivor's benefits.

The House Subcommittiee requested Allstate and State Farm to
"review' their figures and to base their projections on a
standard $5,000 for survivor's benefits. Using these figures
both Allstate and State Farm produced cost savings in almost
all States. (See attachments.) Nationwide the Allstate figures
indicated, according to Chairman Van Deerlin, a saving of

9.3 percent or $800 million a year.

Allstate did show increases in certain rural States, but the
number was limited and was due to increased coverage. At
present, many gccidents in rural areas involve only one car;

a Qrunken driver goes off the road and s smashes mto a tree?
There is no one to sue, and the m]ured party s insurance often
does not COVET “work 1oss or survivor's beneﬁts No-fault, on
the other hand, would cover this in 1n]urLaTa‘ Jg_a.x beneﬂt%s
why it would mcrease rates

a—e—er e

In summary, I think the evidence strongly points to substantial premium
savings. These savings, plus the increased benefits and equity of a no-
fault system, all justify Federal intervention in view of the lack of recent
State activity. I think that the most recent State Farm-Allstate projections
really should put an end to the cost argument especially when one considers
the "hostile witness' nature of Allstate. I am sure that Allstate was
unduly pessimistic and State Farm unduly optimistic with respect to
results, but if one discounts both projections appropriately, there are

still very substantial cost savings.

This is therefore a just cause, one entirely consistent with other of our
legislative efforts, and into the bargain is likely to prove politically
popular. S. 354 and H.R. 9650 were borne of the efforts of this Adminis-
tration, and it would be a pity were we not to get the credit for them

(or, indeed, to get the blame for dragging our feet.) There is every
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chance the Senate will again pass no-fault, and we have heard that a
no-fault bill will be reported out from committee in the House and
that there is a very good chance of passage in the House. If we moved
now we could certainly aid the House action and thereby obtain credit
for passage. I strongly recommend that the Administration support

these measures.
William T. Colemgg,‘ Jr.

v

Attachments



COMPARISON OF : v AS e
STATE FARM AND ALLSTATE _ -
WL
PROJECTIONS~ OF
'EFFECTS OF NO-FAULT AUTO INSURAMNCE

2

AS PROPOSED IN S. 354~
. ON AVERAGE PRIVATE PASSEKGER CAR PERMIUMS

INCLUDING

‘ : 3
COMPANY RANK AND MARKET PERCER AGE“/

AUGUST, 1975

LEGEND: = RANKED FIRST IN STATE
~ RANKED SECOND 1M STATE

~= 'RANKED THIRD IN STATE

4 *

{Note: Génerally, the lar

ger a company's market share, the
more representative {or credible) its procjection. Where markcet
sharcs are eguiyalent, ditforences in ?erCCt1O"° nay reflect
differences in underwriting experience or inadequate (too lcw)
rates ppder current auto insurance system.) i

STALE STATE FARHM % OF MARXET ALLSTATE . % OF MNaRi:
Alabama : . 1=1D 28 . 5% + 1+9 12.2=
Alaska ' - 7 17.4% 252 16.2+
Arizona T =18 17.4= 2.5 18.3*
Arkansas ' = iB.3% - 5.8 S
California ~-14 14.8% - 9.7 12.8+
Colorado . - 3 ' 18.2% 16.0 9. 4=
Connccticut -1 — -10.6 g.5=
Delawvare -13 19.6%* =17.3 o
District of Columbia -21 e = -20.0 S
Florida - & . g - 16, 2+ . 16.5*%*
Georgia : -11 18.8* 29:1 1Y. 83
Hawaii ! : =10 12.2= - 8.9 14.0%
.Idaho et -9 16.2+ 8.4 s
Illinocis -11 19.8* -17.4 17.4+
Indiana MR [ 19.4% S 7.06=
Iowa - 15.0* g —_—
Xansas = 19.6%* i5.5 —_—
Kentuchy =13 18- 2% o =22 0% s D=
Louwisiana ~-18 24 BRI n 155 %



Maryland 6 16.1+ ~23.4 10.0=

—

~

| w
b %

The State’ Farm and Allstate projections assume that each

Massachusetts 15 e -20.0 _
Michigan e 17 ' 12.5% -25.0 9.0=
Minnesota oy e e 23 .49% 26.4 6. 3=
Mississippi = 7 o ~18.4 —_—
Missouri - 6 20.5* -16.0 —
Montana -11 . 21 .6% 9.4 6.7=
Nebraska =1L - 20.5% 142 5.44
Nevada - % St s - 0.7 13.2=
New Hampshire : w X = D e -24.0 7.4+
New Jersey 3 6.5= = B.5 182 0*
New Mexico ~30 . 226% 1.0 12 ok
New York 4 K — -20.8 1556
North Carolina : o " 9,3+ - 8.9 8.8=
North Dakota ‘ - 5 12 .1+ 2 i Y =y
Ohio -13 10.0+ - 6.6 8.3=
Oklahoma -13 14,9% -19.8 g.7=
Oregon -14 14.6+ 3.6 11.0=
Pennsylvania -11 3 U 8.4 9.0=
Rhode Island - - ~-_.9 S ~<23.4 10.0+
South Carolina - - 6 36.6* - 2.0 1i.6+%
South Dakota - 1 17 .0% 8.8 —
Tennessee - 3 ; 20.8*% -18.7 9.2+
. Texas -26 15, 2% - 8.4 0.7+
Utah T 2 23.1¢ 16.0 8.2=
Yeoxrazont =19 : — 1355 —
Virginia =3 Y1.2% G EET ) —
Washington -15 12.4+ 2.8 10.0=
West Vikginia - 8 26.5% -16.4 7.3=
Wisconsin - 5 ' 10.7+ -10.8 —
Wyoming - 9 2B.3% - 2.5 —_—
Countrywide ' 30 .. - 14.5%* “ 9.3 9.1+
1/‘ State Farm's projcctions are set forth on page 163 of the

Senate Commerce Comnmittee's Report (S. Rept. No. 94-283}

on S. 354, the National Standards for No-Fault Insurance 2act
dated July 15, 1975. Allstate's projections are set forth
a8 letter from Michael J. WecCabe; BAssistant Councel for Alls
to Peter Kinzler, Counsecl to the House Interstate and ral
Commerce Subcommittce on Consumer Protection and Finan
dated July 28, 19795 7

0 "

23
has a no-fault auto insurance law meeting the minimum stan
in S. 354 (unlimited benefits for medical, hospital and re-
habilitation expenses; $1,000 for funcral expenses; $15,00
in wage loss protection) and providing for $5,000 in survix
benefits.

Data on the ranking of Sktate Parm. and Aklstate and theilr
respective private passenger automobile liability insurance
market shares in cach state may be found at page 20 of tbhe

August, 1975, edition of Best's Review (Propetty/Liability
e Eyan. Val. 26. Hoa. 4).




e em e Naen

1.
I

e ‘o

B L R R

oUDCOML L1, Und CONOUMmGy PRULL0L 10 & INANCE
CoRtacts Petor XKinzler o Sicg Smith _
JIOB #2, Rooms 14-15 Phone 225-7790 .

-~ - ) i

FOR IMMEDIATE RCELEASE

The nation's two largest autcmckile insurance companies now

agrece -that no-fault:auto insurance applied nationally would save

consuniers. upwards of '$800 million a year, Rep. Llonel Van Deexlin,
" P-Califi;F reported. - ae ' _ o el
Van. Deerlin said the Allstate Insurance Co. now finds that

pending no-fault legislation would result in a 9,3 percent lower

cost to the average driver for bodily injury liability coverage.
\\

.

Van Decerlin is chairman of the Housc: Subcomnlt"cn on Conzums

Protection’ and Finance, which has held nine’ days of hearings on
no-fault bills. Under the no-fault concept, auto accident victims

would usually be compnnca ted by their own insurance compznies -
regardless of whb was to blame for the mishap.

Allstate, the sccond largest auto insurahcc uﬁdcrwritcr,
earlier had pfedicted a slight increasc in premiums if a no-fault
bill were enactéd. At the request of Van Deerlin's subcommittee
the company rcV&scd its criteria to make the new study showing the
decrease in premium costs.

Van Deerlin said he is "de lighted" that Allstate and the
nation's nunber one autemobile iﬁs”rcr, State Farm Insarance Co.,

Lo b

T, gl I AY 2ot el



LX Ny > VRRT LRY S

. A seh @ BTal b

- S aGas . S el 1 - - § e ¥ A

.settlement .of claims:and more equitable. distributicn of payments

-Commerce Commlttcc. Companlon legislation also is moving &t

:pow agree no-fault insurance would be less costly. "We-can qo

.ahead and draw up our own bill with qonfidence_éboﬁb itstéost

1mpacL the San Diego lawmamcr addpd

2 i et SR L8R O TR R T S R, _.‘-;_,.- »EREAE RGNS Ty, P “ae S, BT mS TRt

L Whlle the Allstate comments were dllccted at S. 354, a

ot

A e A ) s =

Senate no-fault blll Van Dcerlln sald they are al 50 ap llC’Dlﬁ
1nllar leglslatlon phndlnc in hls Pubconm1ttee.

He sala thc main beneflts of no- f@ult would be the fas

i

..-to victims. .."But.in these inflationary times, .anything that

" saves money is also'a big plus,"” he added

“Much of the more than.$1 1/2 billion of plaintiff attorncy

fees consumed by the present system would be returned to the

motori;t'under‘no fault -legislaticn,” he said.

"Tf State Farm and Allstate .are correct in their estimates

. Van :Deerlin continued, "then the American consumer could reason:z

N e

anticivate a savings of $800 million or more on a total annual

bill for bodily injury liability protection of more than $8 biil
Van Deerlin said the subcommittee hopes to prepare a ne-

fault bill in ﬂld qcptemher for COrqlderatlon by the full ouse

in the Scnaté.
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State Survivor's Benefits
B P PR SO PRI PL T SIS B R P N I AL P R S BE el s e 22
...-So th Carolina i b e B L e ol e s 2. 5 % g A i
South Dakota 8.
Tennessce - 18,
8 Tcxa_s e s R g e R e T SRR SN N S . hy-r R VP R L L s ©

o

(PR

VoM O N O

S Vcrmqnt T e B R et M LR i S Cutarel Bge ST o 1 % A LA e S R
Sl TR T ey i © 2.4 Rt L
Washington Z, i
West Virginia ~ 16,
e WHSEOnSIN . | i i e n otk iz % Brlpe st sepnlsee n 10 N e R s S e e
Wyoming : ' ~ e
) . smksietl > S v & s L s v s | .
- Countrywide _ R R L T 9.5 & s
3 -
: i AI_I
: (1) This pricing is based on those insureds who carry bodily injury
liability, uninsured motorist coverage, medical payments, or
: \persoual-injury protection coverage (PIP) in no-fault states, and
i 3 any cxcess medical payments or ecxcess PIP coverages, While
thesc coverages arc representative of approximately 85% of -
: ; Allstate insureds, they substantially cxceed those coverages
e A required by law in most states. Thus, that group of insureds

: which carry only the minimum required by law, which presumably
would include most low-income persons, will expericnce even
greater price incrcascs or lesser price decreases, depending on
the state 1n question. :

Kentucky cost projections are based on Kentucky premium levels
under that state's tort system. Optional no-fault program becomes
effective in Kentucky July 1, 1975.

(2)

.-

Pennsylvania presenl premiums are based pon projecled no-fault
costs as of July 19, .1974.

(3)
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-4,1
-6.4
30.3

-30. I’
-18.0" -

-25.5°

-29.5
-24.0
-30.2
16.9
~26. 5

=235 s

-1.9
2.9

-8.1°

-31.4
-15.5
-8.7
226. 1
«17.5
-2.4
RS o
-29.7

~.5.5

"0.1
-39.5

- 4+12.0

S8

~&55 1

-3

uT
vT
VA
WA
WV
WI

wY

.

’
W N oW
N O N

»

-4.9
-25, 2
-18.5
-11,6

- Counlrywide -15.8

- (1)

This pricing is based on thosc

"insureds who carry bodily

injury liability, uninsured-
motorist coverage, mecical
payments, or personzl injury
protection coverage (PIiP) in
no-fault states, and any exces
medical payments or excess
PIP coverages. While thiese
coverages are represcaintive
approximately 85% of Allstaiez
insurcds, they substantially
exceed those coverages regui:
by law in most states. Th

".")

5,

- that group of insureds which ¢

(2)

(3)

only the minimum requirec oy
law, which presumably would
include most low-inco:mz2 pers
will expericnce even greater :
increases or lesser price
decrecascs, depending on the s
in question. :
Kentucky cost projections zare
bascd on Kentucky premium
levels under that stale's tort
system. Optional no-fauit prc
gram becomes efteclive in
Kentucky July 1, 1975,
Pennsylvania preseant premiun
arc based on projected no-rnu!

costs as of July 149, 197,
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! Michae! J.McCabo
Assistant Counsel
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o R TR 2 MR P IS DR L R B T R e e e e D R Bl et e
Mr. Peter Kinzler, Esq. .
Counsecl, Sub-committee on ;
Consumcr Protection and Flnance O P S S AN LS
: . Room 14, ‘First Floor .- .
House Officc Building No. 2 =ty i L e e 3 ]
: ‘Second and D Strects, S.W. :
. Washington, D.C., 20515
Dear Mr. Kinzler: . ' )
: Pursuant to your telephone request, I am enclosing a copy of two sets
: 3-4ca of cost projections. The costing contained in Attachment 1 assumes

Congress would mandale a maximuia survivor's benefit of 35, 0G0

3 and that contained in Attachment 2 assumes that Congress would micn
date a maximum survivor's benefit of $1, 000, which in practical

' terms would rcprescent the elimination of all survivor's benefits cther
than a {uneral stipend. ;

Sl The assumption that Congress will impose a maximum survivor's
benefit is cssential because, unless the Federal government precledc
5 indcpendent state action, few statcs will, in our opinion, establish
such bencfits at a level as low as $5, C00. .

A $5,000 or a $1, 000 maximum survivor's benefit assumption runs
afoul of two of the fundamental policy goals of S. 354. The first is ic
: provide thc states with some leeway in establishing necessary venellil
’ levels, -and the sccond is Lo guarantee that victims of automobile acc:
dents, including the survivors of deceased vict‘xn , will receive

. - adequate bencfits to compensate them subs lantmlly for their economi
i loss. Furt! thermore, to cnact Federal legislation, which essentially

_requircs the large population of survivors of dececased automobilc
accident victims to turn almost entirely to the tort s

peasalion, would appear to reflect strone Concressional conliduncy -

Sy stem IoT Com-

s
N

that tort system and to undermine the fundanmental policy of S,



Notwithstanding these facts, we goprcc“ltﬂ and respect £hc sub-com-
AT e e S ilée' s desire to review all of the pos sible alternatives available (o
them and to consider carcfully the important question of consumer
c¢ost stemming from ecach of these various allernatives. To this end,

we hope the enclosed materials are helpful,
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However, I urge the utmost caution in the ulilization of this data. Car

Doy soria peieiameiowr 2 ».Should. be taken to guarantec that neither the sub-comumnitliee members,

: nor a.ny other persons, reach the conclusion that either of these sets ¢
dala represent what will happen in the real world should S. 354 pass i

B i .. its current form. Absent Congressionally imposed maximums on the

Pans e owim P9efogyrvivor's benefit component; the assumptions underlying these pro-

: jections are, in our opinion, totally unrcalistic, and to that extent the

e B - - enclosed cost data is at best useless and at worst dangerously misiczz

Furthermore, as we have said frequently in the past, these cost proje
tions are just that -- esiimates based largely on actuarial assumptiicn

Saa ke )~.-J_.
operation of state no-fault plans should S. 354 become law. Morcove:
these projections do not attempt to account for factors, such as infla:l

il ot ..

which have and which will continue.to place substantial cost pressures

s . and cannot be relied upon as what will in fact result in the real world

ceed®ae

44
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One patently obvious fact that is documented by the enclosed data
that it is possible to reduce cosls simply by reducing benefits. Iicw-
. ' ever, from a fundamental policy standpoint, it is questionable whethe

B N L

Congress should single out the'survivor's-group to bear the burden 27
cost reduction. This is particularly true, in view of the fact that cn
- the other end of the spectrum S. 354 provides for unlimited medical
benefits. The resultant imbalznce in beneifit structure, and the fact

that even the staunchest supporters of S. 354 admit that unlimited

1ia

e e im0

‘medical benefits will create compelitive and administrative proolc: 1S
i : for the insurance industry, and cost problems for the policyholdex
i lead logically to the conclusion that a reduction in medical benefits,
coupled with a more generous bencfit for survivors, might represent
a more equitable approach to the cost reduction problem.
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AVASHINGTON |-~ The na-
gion's two lorrest zulo fnsur-
ghee [fimit hzve o urnd
that the ponding fzan no-
"fauld lnsvrsroe siandards
cou.d Tesull in insurance €ost
-reductions.
m-hssuning a $5.000 averape
surviver honeiil, Szte Fam
profects & Crenease of 10 por
tocent end Alictete a 9.3 per
‘h.nldxo*).

A prev ions Alistale repart,
ha oG on (e position fiat
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aminimwn v-mc—r tite bill, v:0j-
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Jcent in i-‘rl ance cosre, Bul at
‘the yeaucst of a4 fleusa sunhe
pommyittee, Allsiate did a see-

ond siudy basad on 1he smab.:

vcr figzure.

eohe panding Senats hill,

5351, which has bean yeported
obt of tie Comnmarce Camn-
mnttoe, would dggnive states
4o enact no-faell sestems con-
Yaining  unlimited  medical,
“hospht 3 end e tarien
benelits 2ad 2 mnimum of
$15,00 in waz2 loss prolec-
Lon.

- The méinimuem for surviver's
benefitswonld 52 left apon for
She atates ta dcelde.
soAllsizte’s Dt prejection
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Office of the Attornep General
Waszhington, B. €. 20530

October 28, 1975

MEMORANDUM FOR: James M. Cannon

FROM: Edward H. Levi 5 V74 %
Attorney General®

SUBJECT: No~-Fault Insurancé

I have reviewed the materials you furnished with your
memorandum of October 23, 1975 regarding Secretary Coleman's
request that the President reconsider his decision not to
support Federal legislation to establish national standards
for no-fault motor vehicle insurance. As you recall, earlier
this year the Department of Justice opposed S. 354, a bill to
establish such standards, for three related reasons. We be-
lieved that S. 354 as then drafted was of questionable con-
stitutionality, would contravene the basic tenets of Federalism
by injecting the Federal government into an area which has tradi-
tionally been reserved to the states, and would not provide clear
or compelling benefits to consumers to justify the proposed ero-
sion of state responsibility. Although S. 354 has since been
amended to respond to the major constitutional question raised
by the bill, the other concerns we expressed are not diminished.
Thus, the Department of Justice continues to recommend that the
President not support S. 354. In my view the Department of Jus-
tice's interest, however, has to center on the constitutional
question and the related issues of Federalism.

As I testified in June, 1975, S. 354 raised serious con-
stitutional questions because it would have compelled a state
failing to adopt a no-fault plan acceptable under Title II of the
bill to act as agent of the Federal government in administering
a Federal plan through state agencies, officials and facilities.
Since then, S. 354 has been amended to include language suggested
by the Department of Justice providing that if a State has failed
to adopt an acceptable no-fault plan, the alternative Federal
plan will be implemented, administered, operated and maintained
exclusively by the Federal government, unless the State enacts
legislation authorizing the assumption of these functions. This
amendment does answer the major constitutional question raised
by the bill. I do not know whether a decision has been made to

ol e g [



include this provision in the House of Representatives version
of the bill. There are other constitutional challenges which
it has been suggested might be made to the bill, including
whether the discrimination imposed by the differences between
Title II and Title III is unconstitutionally coercive. However,
I do not regard these as strong arguments. Assuming that the
House adopts the relevant language now in S. 354, we do not be-
lieve that the principle questions concerning the bill are con-
stitutional questions.

Rather, there remains a substantial question of the wisdom
of the measure from the standpoint of Federalism. The issue of
constitutional Federalism is not a frivolous one. It is close
to the protection of diversity, creativity and freedom within
our system. The importance of protecting and promoting these
values should be a compelling consideration in determining whether
a Federal uniform automobile insurance law is desirable.

There are today many difficult questions concerning the
balance of power among the branches of government and between
the Federal government and the states. Unbalancing almost al-
ways occurs in what is regarded as a good cause. However, in
each case, as in this one, it is appropriate to ask two questions.
First, is it necessary to take this step to institute the pro-
posed program? Second, is the cause good enough to justify the
impairment which accomplishing it in a particular way causes to
the intricate structure of our Federal system? 1In the case of
no-fault insurance, we believe that the answer to each of these
questions is negative. We recognize that the Department of Trans-
portion may have the view that economic studies which have been
made may justify this intrusion. I am personally doubtful that
these studies reach that level of persuasiveness, but this seems
to me to be less a matter for the Department of Justice to argue.

Federal action is not, of course, the only means of imple-
menting the no-fault concept. Sixteen states now have no-fault
insurance plans of various types in effect. If the predictions
about the economic advantages of no-fault are proven true in the
states which have adopted them, the example of their experience
should have a powerful effect on the remaining states. The asser-
tion that the normal course of the political processes of the
states is not to be trusted in this area, in part because of the
influence of well organized interests, should be examined care-
fully. This argument should place a heavy burden of proof on
those who make it, particularly in an Administration which has
generally favored a restoration of resources and responsibilities
to the states.



It is our view that the President's current position
of not supporting S. 354 should be maintained. At a minimum,
however, we believe that further consideration of both the
merits of the no-fault concept and the implications of Federal
legislation in this area should precede an alteration of the
President's position. If this matter is to be reconsidered,
I would be pleased to arrange in the immediate future meetings
with some of the experts in this area who might assist us in
proceeding in a well-informed manner. This is a matter which
has long been discussed in academic and judicial circles and
perhaps it would be helpful if the Department of Transportation
heard a view somewhat different than the one it appears to have
adopted.



THE WHITE HOUSE
WASHINGTON INFORMATION

March 31, 1976

f////
MEMORANDUM FOR: JIM CANNON g
FROM: JUDITH RICHARD
SUBJECT: No-Fault Insurarnce

!
By vote of 49-45, the Senate votfied tﬁfrecommit the no-
fault bill today. O0dds are its Heafl for the rest of this
Session. o



MEMORANDUM FOR:

FROM:

SUBJECT:

THE WHITE HOUSE o Faan s

WASHINGTON

September 13, 1976

MAX FRIEDERSDORF
gIM cannon DTN

No Fault Insurance

Here is the background on the substance of no-fault

insurance.

You mighy want to respond to the accusations in the

Anderson column.

attachments



THE WHITE HOUSE

WASHINGTON

September 9, 1976

MEMORANDUM FOR: JIM CANNON
FROM: ART QUERN
SUBJECT : Inquiries Re White House and

No Fault Insurance

The attached letters inquire about the Jack Anderson column
regarding the White House lobbying against No Fault Insurance.

I believe these letters should be handled by Max or Jack
Marsh. I have attached also the pages from the Issue Book
regarding our position on No Fault. But the point at issue
in the letter is the "lobbying".

Attachment



TSSIE: Mo Fault Insurance

Sdministration Position

In a meeting in Hay of 1975 with Senior White House Staff,
Secretary Coleman and the Attorn=ay General, the President
indicated support for the “concept" of no-fault insurance,
but indicated opposition to fedesral legislative standards
bacause in his opinion it is an item for the individual
States to determine.

"The issue of Federalism is not a frivolous one. It is for
the protection of diversity, creativity and freedoam within
our system. The importance of protecting and promoting
these values shou i i i '
mining whather a

SO
desirable and particul rly whether requlrlnq State dgenCLes
to implement such a law is appropriate.’
Attorney General Levi's

Testimony before the

Senate Commerce Committee

June 5, 1975
Background
On March 22, 1%76, Senator Ted Stevens, (R), Alaska, wrote
‘to the President expressing his views for minimal federal
standards with regard to no-fault insurance. As the bill
was recommitted on March 31, Jim Cannon wrote Senator Stevens
a letter of April

2, thanking him for his views on behalf of
the President. In his letter, Mr. Cannon reiterated the

President's position of support for the concept of no-fault,
but that he felt it was a matter for the States td determine.

Legislative Acticn

!

On March 31, 1975, the Senate voted 49-45 to recommit S.354
{no-fault -insurance) to the Senate Commerce Committee. This
will probably kill the bill for the remainder of this session.

JRiI
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SHEARSON HAYDEN STONE INC.

Sears Tower - Suite 6130 Member New York, American and other Principal Exchanges
233 South Wacker Drive

Chicago, Illinois 60606

(312) 876-0400

September 3, 1976

Gerald R. Ford

President of the United States
1600 Pennsylvania Avenue
Washington DC. 20500

Dear Mr. President:

I would like a comment from you regarding the enclosed article by mid October.
I believe it will influence many undecided votes,

Sincerely,

I /L// s /

erbert G. Mayer
Vice President - Investments

HGM:ms

encl.
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Herbert G. Mayer

; Vice President-Investments
/ Member of the President’s Council
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SHEARSON HAYDEN STONE INC.

Mzamber New York, American and other Principal Exchanges

Sears Tower - Suite 6130
233 South Wacker Drive, Chicago, Illinois 60505 (312) 8756-0400
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WASHINGTON — The White House and the trial lawyers
joined forces behind the scenes, it can now be reported, to
block no-fault insurance.

The official reccrd shows only that the Senate, by a 45-te-
45 vole, recommitted 5-254. But the story behind this routine
development dramatizes how the people get their pockets
picked by their own elected officials.

Senate bilt S-354 would provide quick compensation for
auto victims and would lower insurance premiums. For under
no-fault, each insurance company would simply pay off its
own policyholders without going to court.

This would cost the trial lawyers an ect.mated 51 biilien in
iegal fees. The lawyers’ loss would be the customers’ gzin,
since the cost of litigation is passed on to the policyholders in
the form of Ligher premiums.

BUT THE TRIAL LAWYERS had no intention of losing at
~ that money. They hired the lobhying firm of Timmons and
Co., which has more connectivns on Caritol Hill than the

- 2 o prns ST
4 : a3

v ¥ ;

by Jack Andersen |

¢ 5

Chesapeake and Potomac Telephone Combpany. Its stars are
‘two former White House lobbyists, Wiliam Timmons and
Tom Korologos, who used to pull wires o Cagitol Hill for
ov.Pracidant Richard Nivan, -

When Nixen deparicd the While House in disgrace, Tim-
mons and Korologos hastily shifted aliegiance tc the nev: oc-
cupant. Timmons so ingratiated himself with President Fod
that he became the Precident's eonventicn manager in Kansas
City. Xoralozos also enlisted in tha Ford cause at the Kansa
City convention.

- The pair earn their living, however, lobbying for the spe-

cial interests. Indezd, Timmons is known in the backrooms of-
‘Washington as “The RaimmaRer,” because he has been able to

- produce a downpour of benefits for his clients.

" It looked bleak for the trial lawyers before they hired Tim-

- mons and Co. By private count, 56 senators were expected 1o

support no-fault insurance. The bill, therefore, appeared to be

headed for certain passage.

It 2lso had the support of Transportation Sec. William
Colemen, whose experts had concluded that the legislation
was “great for consumers.” But something funny happened to
S-354 on the way to the Senate floor.

. PRESIDENT FORD IGNOKED tue advice of Lis transporta-

" tion secretary and dispatched White House lobbyist Jo2

Jenckes to Capitol Hill to work against the bill. Jenckes and

~ Korologos quietly huddled together, comparing notes ard dis-
- cussing strategy.

' TYanelac draws his salary from the taxpayers, and Korolo-*

TT TtV esseenslrad tnoather

"
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September 1,1976

Hon. Gerald R. Ford

White House

Washington, D,C.

Dear Mr., President:

Is the enclosed allegation by Jack Anderson correct?
If not, please write me. If he is right, all I can
say isM™ALAS™ and cry. Our Republican Party will

continue to shrink. When will Washington straighten

itself out?

Respectfully yours,

//Z///S/ ’/cﬁ»”/é(f/z{/

GGOﬁ;d[ . Minassian

/

PERSONAL SERVICE IN SANTA BARBARA SINCE 1958

Member of Southern Santa Barbara County Real Estate Board ¢« Member of Multiple Listing Service




ANDERSON AND WHITTEN

White House vs. no-fault -

The White House and the trial
lawyers joined forces behind
the scenes, it can now bte re-
ported, to block no-fault insur-
ance.

The official record shows
only that the Senate, by a 49-0-
45 vote, recommitted S-334. But
the story behind this routine de-
velopment dramatizes how the
‘people get their pockets picked
by their own elected officials.

Senate bill S-354 would pro-
vide quick compensation for
auto victims and would lower’
insurance premiums. For under
no-fault. each insurance coms
pany would simply pay off its
own - policyholders without
going to court.

. This would cost the trial law-

yers an estimated 31 billion in
legal fees. The lawyers' loss
would be the customers’ gain,
since the-cost of litigationis
passed on to the policyholders
in the form of higher pre-
miums. o B

But the trial lawyers had no

intention of losing all that
moneay. They hired the lobbying
firm of Timmeons and Company,
which has more connections on
Capitol Hill than the Chesa-
peake and Potomac Telephone-
Co. lts stars are two former
White House lobbyists, William
Timmons and Tom XKorologos,
who used to pull wires on Capi-
tol Hill for ex-President Riech-
ard Nixon.

When Nixon departed the
White House In disgrace, Tim-
mons and Korologos hastily
shifted allegiance to the new oc-

cupant. Limmons so ingratiated
Rimselt with President Ford
that he became the President’s

nvention manager in Kansas
?ﬁm,ga;m enlisted in
the Ford cause at the Kansas
City convention.

The pait earn their living,
however, lobbying for the spe-
cial interests. Indeed, Timmons
is known in the backrooms of
Washington- as ‘““The Rain-

maker,” because he has been

able to produce a downpour of
benzfits for his clients.

It looked bleak for the trial
lawyers before they hired Tim-
mons and Company. By private
count, 35 senators were exgect-

d to 3 ©insur-
ance. The bill,  therefore, ap-
peared 1o be headed for certain
passage.

1t also had- the support of
Transportation Secretary Wil-
liam Coleman, whose experts
had concluded that the legisia-
tion was ‘‘great

the Senate {lpor

é:resident Ford iEored the .
advice of _nis transportation

a d dispatched White : :
. i{e;jee[";goi: SRS [ 1080 asked whether he would
 Capiel i work against the accept a contribution from the

biil. Jenckes and Korologos
quietly huddled together, com-
paring notes and discussing
strategy.

Jenckes draws his__salgcy

‘Committee.
- terwards; Korologos' clients,
-be “'left to the states.”

-also” voted for no-fault insur-

-touched that they sent Stafford, |
for con-~

sumers.” But something f ~.tion. -
happened to The senator told us that he
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insurance and that he had con- |
ferred with Korologos. But
Jenckes insisted that the White
House and trial lawyers had not '

i

coordinated - their efforts.
Jenckes, Korologos and Tim- !
mons, nevertheless, pulled the '
switches that sidetracked o-ode |
The best way for the specia
interests to show their appreci-
ation for members of Congress,
of course, is to coatribute to
their campaigns. With this in |
mind, the trial lawyers coliect-
ed $352,304 in pledges to pass

out to their Iriends on Capitol
Hill. Another 5445300 ig pladaes, !
was avaiiable, if more money |
was needed to win friends and
influence congressmen:

Sen. J. Glenn Beali, (R-Md),
for example; supported no-fault
insurai.ce the last time it came
up in the Senate in 1974. He
voted for it again this year in-
side - the Senate Commerce

Then he had a talk with Koro-
logos. Suddenly, the senator]
had a change of heart, followed
by a change of vote. Not long ai-

the trial lawyers, sent Beall 2
$5,000 campaign contribution. A
spokesman said Beall still
favors the “‘no-fault concept”
but thinks the regulation should

Sen Robert Stafford (R-Vt)
ance in 1974, but voted to side-

track a similar-biil this year.
The trial lawyers were so

toa, a $3,000 campaign contribu~ {

was visitaed by Korologos sever- |
al wgeks alter the vote. Accord- *
ing to Stafford’s account, Koro~

trial lawyers. The senator !
gratefully assented, and the !
35,000 duty arrived. He changed -
his mind about no-fault insur- -
ance, he told our associate
Garvy Cohn

horarce of ite o - —cace
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