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The intent of HB 654 is the creation and operation of a state 

automobile insurance program in the form of a quasi-public state 

corporation.

This is an effort to redress the current inequities and lack of 

surety in the insurance industry. By putting all automobile 

insurance coverage under the umbrella of the state substantial 

savings and increased service to drivers could, be achieved. No 

Alaskan driver will be uninsured.

Under this plan insurance would be readily available even in 

remote areas of the state where private carriers are often 

reluctant to do business. Security for ail motorists would be 

achieved. Innocent victims of accidents are assured compensation 

for their losses.

Forms of this legislation are currently in effect in thf Canadian 

provinces of British Columbia, Manitoba, Saskatchewan, and 

Quebec.
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T H E  m a n i t o b ; a u t o m o b i l e  i n s u r a n c e  p l a n

PART I: H O W  IT  OPERATES

The  L e g i s l a t i v e  A s s e m b l y  o f  the Prov ince  o f  M a n i t o b a ,  C a n a d a  

pa ssed  l e g i s l a t i o n  e n t i t l e d  " T h e  A u to m o b i l e  I n s u r a n c e  A c t "  w h i c h  w a s  

a s s e n t e d  to  b y  H e r  M a j e s t y ,  Q u e e n  E l i z a b e th  on  A u g u s t  17, 1970. T h i s  

p lan  p r o v i d e d  tha t  a l l  a u t o m o b i l e  in su rance  be  w r i t t e n  b y  a n o n - p r o f i t  

pub l i c  c o r p o r a t i o n  e n t i t l e d  the  M a n i t o b a  Pub l ic  I n s u r a n c e  C o r p o r a t i o n .

T h e  o p p o s i t i o n  to the  p la n  w a s  so  f i e rce  a nd  v o c i f e r o u s  t h a t  the  

' g o v e r n m e n t  in p o w e r  w a s  in g r a v e  danger  of  b e i n g  t o p p l e d  b y  a v o t e  o f  

" n o  c o n f i d e n c e " . T h .  v^.-in w a s  pu t  in to  e f f e c t  o n  N o v e m b e r  1, 1971. T w o  

and o n e - h a l f  y e a r s  l a t e r ,  the  p l a n  is so  w e l l  a c c e p t e d ,  t h a t  e v e n  th e  

o p p o s i t i o n  p o l i t i c a l  p a r t i e s  a re  s i l e n t  on the i s s u e .

W h y ?  T h e  r e a s o n  is o b v i o u s .  T h e  plan w o r k e d .  I t  r e d u c e d  a u t o ­

m ob i l e  i n s u r a n c e  ra te s  d r a s t i c a l l y  for a t  l e a s t  90% o f  th e  p e o p l e .  I t  

in t ro d u ced  the  n o - f a u l t  c o n c e p t  to  the  P r o v in c e .  I t  p r o v i d e d  for  b e t t e r  

s e r v i c e  t o  the  p e o p l e .  In  s h o r t ,  the  c i t i z e n s  o f  M a n i t o b a  f e e l  t h e y  a re  

now  g e t t i n g  the ir  m o n e y ' s  w o r t h  ou t  o f  their a u t o m o b i l e  i n s u r a n c e  p r e m iu m s .

H o w  d o e s  i t  w o r k ?  T h e  M a n i t o b a  Pub l ic  I n s u r a n c e  C o r p o r a t i o n  is 

run l i k e  a n y  w e l l  o r g a n i z e d  b u s i n e s s .  The  G e n e r a l  M a n a g e r  is  t h e  b o s s ,  

l i e  is  r e s p o n s i b l e  o n l y  to  the  Board o f  D i r e c t o r s .  L i k e  a n y  b u s i n e s s  c o r ­

po ra t ion ,  the  d i r e c to r s  a re  p r im a r i l y  i n te re s ted  in  r e s u l t s .  T h e y  u o  no t
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Inter fere  w i t h  the  in te rna l  m a n a ge m e n t  of  the c o r p o r a t i o n ,  i n c l u d in g  the  

hir ing o f  p e r s o n n e l  w h o  are no t  under  c i v i l  s e r v i c e .  O n c e  broad p o l i c y  

d e c i s i o n s  are  m a d e ,  the  G e n e r a l  M a n a g e r  is r e s p o n s i b l e  for c a r r y ing  them 

ou t .  The  broad g e n e r a l  p o l i c y  o f  the  board is to  p r o v i d e  p o l i c y h o l d e r s  

w i t h  f a s t ,  fa i r  and  e f f i c i e n t  s e r v i c e  w h e n  th e y  a re  f a c e d  w i t h  a l o s s .

The  G e n e r a l  M a n a g e r  has  o r g a n i z e d  the C o m p a n y  in to  four pr imary  

s e c t i o n s ;  F i n a n c e ,  U n d e r w r i t i n g  (w h i ch  i n c l u d e s  s a l e s ) ,  C l a i m s  and  L e g a l .  

S i n c e  c l a i m  p a y m e n t s  a c c o u n t e d  for 83% of the  m o -  • a v a i l a b l e  to the 

corpora t ion  dur ing  i ts f i r s t  y e a r  o f  o p e ra t io n ,  the  c l a i m s  o p e r a t i o n s  w i l l  

be  d i s c u s s e d  f i r s t .

The  c l a i m s  o p e ra t i o n  is  the  k e y  to  the  p u b l i c  a c c e p t a n c e  o f  t h e  p l a n .  

H e r e ' s  h o w  i t  w o r k s  in W i n n e p e g ,  a c i t y  o f  600 ,000  p e o p l e .  T h e  c o m p a n y  

has three s e r v i c e  c e n t e r s  in the  c i t y .  T h e  c e n t e r s  are  p r . v i a r i l y  d e s i g n e d  

t o  hand le  c o l l i s i o n  and  p ro p e r t y  d a m a g e  c l a i m s .  S i n c e  n o - f a u l t  p rope r t y  

dam age  is r e q u i r e d ,  a l l  d a m a g e  to  v e h i c l e s  is i n s p e c t e d  and  a p p r a i s e d  in 

th e  c e n t e r s .  I f  a car  is  d r i v a b l e ,  the  ow n e r  d r i v e s  i t  ii . I f  n o t ,  i t  is  t o w e d  

in  at  the  c o m p a n y ' s  e x p e n s e .  A  t y p i c a l  d r i v e - i n  c a s e  is  in a n d  o u t  o f  t h e  

cen te r  w i t h i n  30 m in u t e s .  S o m e  are  in and out in  t e n  m in u t e s .  W h e n  t h e y  

l e a v e ,  t h e y  h a v e  in th e i r  p o s s e s s i o n  an  e s t im a te  t h a t  w i l l  b e  hono red  b y  

a n y  repa ir  s h o p  in  th e  c i t y .  T h e  g a r a g e  repa irs  t h e  car  and  t h e  c o rp o ra t io n  

p a y s  the  b i l l .

U n d e r  th e  p l a n ,  the  d r i v e r  w h o  is  no t  a t  f a u l t  p a y s  no  d e d u c t i b l e .  T h e  

dr i ve r  a t  f a u l t  p a y s  bo th  d e d u c t i b l e s ,  in e f f e c t .  T h e  m in im um  n o - f a u l t  

proper ty  d a m a g e  c o v e r a g e  o f f e r e d  is  $200 d e d u c t i b l e .  I f  b o th  p a r t i e s  are  a t



f a u l t ,  e ach  p a y  $100. T h e r e f o r e ,  T.he c en te r s  a l s o  h a v e  l i a b i l i t y  a d j u s t e r s ,

In a dd i t ion  t o  the  a p p r a i s e r s  In order to  d e t erm ine  t h e  d e g r e e  of  f a u l t .  

A rb i t ra t ion  i s  a v a i l a b l e  to  s e t t l e  the  d i f f e r e n c e s  a n d  a l s o  a p p e a l  to  the  

sm a l l  c l a i m s  cou r t  a t  th e  c o s t  o f  th ree  d o l l a r s .

W h i l e  t h e  p o l i c y h o l d e r  is  w a i t i n g  for the a p p r a i s a l  to  b e  c o m p l e t e d ,  

the  l i a b i l i t y  a d j u s t e r  is  g a t h e r in g  In format ion  r e g a r d in g  t h e  f a c t s  o f  th e  

a c c i d e n t ,  p a r t i c u l a r l y  c o n c e r n i n g  i n j u r i e s .  H e  a n s w e r s  a l l  o f  the  q u e s t i o n s  

the  p o l i c y h o l d e r  m a y  h a v e  c o n c e r n i n g  how  to p r o c e e d .  A  t y p i c a l  e x a m p l e  

is a p o l i c y h o l d e r  w h o s e  car  has  b e e n  h i t  in the r e a r .  T h e  o ther  p a r t y  m ay  

h a v e  a l r e a d y  had  h i s  c a r  t o w e d  in and  a dm i t t ed  t h a t  h e  w a s  a t  f a u l t .  I n  t h i s

c a s e ,  the  a d j u s t e r  w i l l  mark h is  f i l e ,  " d e d u c t i b l e  w a i v e d " ,  and  t h e  p o l i c y -

\
h o ld e r ' s  m in d  is  a t  r e s t .

A lm o s t  a l l  p roper ty  d a m a g e  c a s e s  are  s e t t l e d  t o  th e  s a t i s f a c t i o n  o f  

both  pa r t i e s  b e f o r e  the  cars  are r epa i r ed  and the  b i l l s  are  p r e s e n t e d  t c  th e  

corpora t ion  f o r  p a y m e n t .  A d d i t i o n a l l y ,  o v e r  7 0 %  o f  th e  p o l i c y h o l d e r s  b u y  

the  op t i on a l  $50 d e d u c t i b l e  and  the re  is  l i t t l e  to a r g u e  a b o u t .

Prompt a n d  e f f i c i e n t  h a n d l i n g  o f  proper ty  d a m a g e  c l a i m s  a p p a r e n t l y  

has  the e f f e c t  or r e d u c in g  th e  number  o f  b o d i l y  i n j u r y  c l a i m s .  M a n i t o b a  

l o s s  s t a t i s t i c s  are  n o t  y e t  in a c t u a r i a l  form, but M r .  J. O .  D u t t o n ,  m a n a ge r  

o f  the M a n i t o b a  p la n  is  c o n f i d e n t  t h a t  the  s e r v i c e  c e n t e r  c o n c e p t  has  

d r a s t i c a l l y  r e d u c e d  b o d i l y  i n ju r y  l o s s  e x p e r i e n c e .  H e  f e e l s  th a t  p rom pt  

hand l ing  o f  t h e  d a m a g e s  to  a u t o m o b i l e s  i n v o l v e d  in  a c c i d e n t s  r e d u c e s  th e  

t en den c y  o f  v i c t i m s  o f  minor or i n s i g n i f i c a n t  i n j u r i e s  to  p r e s s  th e i r  c l a i m s .
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fa i - r ,  fast  and e f f i c i e n t  h a n d l in g  o f  the  d o l l a r s  s p e n t  tor c l a i m s  is one k e y  

to  p u b l i c  a c c e p t a n c e  o f  the  p l a n .

The  u n d e rw r i t i n g  and f i n a n c e  d i r e c to r s  h a v e  an e q u a l l y  impor tant  

f u n c t i o n .  I t  is  the i r  r e s p o n s i b i l i t y  to  ho ld  d o w n  e x p e n s e s  s o  tha t  the 83% 

o f  the  premium d o l l a r  is a v a i l a b l e  to  b e  s p e n t  on c l a i m s .

T h e  f i n a n c e  and  u n d e r w r i t i n g  d i r e c to r s  o f  th e  p l a n  h a v e  d o n e  the  

rem arkab le  j o b  o f  h o ld i n g  e x p e n s e s  to  17% dur ing  th e  fo rm a t ion  o f  the  c o m p a n y  

b y  the  use  o f  m odern  m e t h o d s .  T h e y  a n t i c i p a t e  a 15% e x p e n s e  f a c t c -  for 

1973 and th is  i n c l u d e s  l o s s  a d j u s t m e n t  e x p e n s e .  T h e  a n n u a l  s t a t e m e n t  for 

1972 has  no t y e t  b e e n  p r e s e n t e d  to  the  g o v e r n m e n t  b u t  the  e x p e r i e n c e  w i l l  

b e  a v a i l a b l e  s h o r t l y .

t H o w  do  t h e  p e o p l e  in M a n i t o b a  b i y  th e i r  i n s u r a n c e ?  T h i s  p h a s e  o f
y

the  b u s in e s s  is  h a n d l e d  b y  th e  u n d e r w r i t i n g  d e p a r tm e n t  b e c a u s e  th i s  d e p a r t ­

m e n t  in i t i a t e s  t h e  s a l e s  p r o c e d u r e .  U n d e r  th e  M a n i t o b a  p l a n ,  the  c o s t  o f  

in su ran ce  is b o rn e  b y  p e r s o n s  in  t w o  d i f f e r e n t  c a t a g o r i e s .  O w n e r s  p a y  for 

i n su ran ce  on t h e i r  c a r s .  D r i v e r s  p a y  a po r t ion  b a s e d  on t h e i r  d r i v i n g  r e c o r d s .

T h e  com p u te r  c e n t e r  o f  the  c o m p a n y  has  the  r e g i s t r a t i o n  and  d r i v e r s  

l i c e n s e  records  o f  a l l  M a n i t o b i a n  c i t i z e n s  on  i n s t a n t  c om p u te r  a v a i l a b i l i t y ,  

b o th  v i s u a l  and  p r i n t - o u t .  T h e  c o m p u te r  b i l l s  a l l  o w n e r s  o f  motor  v e h i c l e s  

for th e i r  i n s u r a n c e  p rem ium s  on the  v e h i c l e  a t  l e a s t  t h i r t y  d a y s  prior to 

e x p i r a t i o n .  T h e  o w n e r  then  g o e s  to  h i s  a g e n t ,  p a y s  th e  p rem iu m ,  in w h o l e  

or in part ,  and r e c e i v e s  a d e c a l  t h a t  i s  a t t a c h e d  to  h i s  l i c e n s e  p l a t e s  a s  

w e l l  a s  u d o c u m e n t  s im i l a r  to  th o u i s i a n a  p ink  s l i p .  T h e  a g e n t  v a l i d a t e s  

t h e  " p i n k  s l i p "  b y  s t a m p  and  s i g n a tu r e  and the  p o l i c y h o l d e r  h a s  h is  i n s u r a n c e  

for ano ther  y e a r .



O n  d r i v e r s  l i c e n s e  r e n e w a l ,  th e  sam e  p rocedu re  Is  f o l l o w e d .  A l l  

pe rsons  h o ld in g  d r i v e r s  l i c e n s e s  are b i l l e d  In the  month  o f  the i r  b i r t h .  W h i l e  

th is  d i s c u s s i o n  is d e s i g n e d  to  e x p l a i n  the  o p e ra t i o n  of  the  M a n i t o b a  p l a n ,  it 

m ay  be  p rud en t  to  e x p l a i n  th e  u n d e rw r i t i n g  o f  th a t  share  o f  the  a u t o m o b i l e  

premium th a t  is  c h a r ge d  to the  opera to rs  o f  motor  v e h i c l e s .  M a l e  d r i v e r s  o v e r  

24 y e a r s  o f  a g e  p a y  7 d o l l a r s  a y e a r  and  under  25, t h e y  p a y  22 d o l l a r s  a y e a r .  

F e m a l e  d r i v e r s  o v e r  24 y e a r s  o f  a g e  p a y  3 d o l l a r s  a y e a r  -  under  25, t h e y  p a y  

7 d o l l a r s  a y e a r .  In  a d d i t i o n a ,  p e n a l t y  p o in t s  r e s u l t i n  j  from t r a f f i c  c o n v i c t i o n s  

c a n  c o s t  the  bad  d r i v e r  up t o  $300 per y e a r .  T h e  u n d e rw r i t e r s  c om p u te r  c e n te r  

has  a c c e s s  to  t r a f f i c  c o n v i c t i o n s  and  is  a b l e  to  b i l l  th e  d r i v e r  c o r r e c t l y  w h e n  

h i s  d r i v e r s  l i c e n s e  is up  for r e n e w a l .  W h e n  a d r i v e r  r e c e i v e s  h is  b i n ,  he  

g o e s  to  h i s  a g e n t  and  e i th e r  p a y s  th e  b i l l  or c o n t e s t s  the  su rch a rge s  w i t h  

a m p le  s a f e g u a r d s  for the  p o l i c y h o l d e r  i f  he  p ro t e s t s  th e  su r ch a rg e .

T h i s  s y s t e m  is  a l m o s t  e n t i r e l y  a u t o m a t ed  e x c e p t  for th e  c u s t o m e r ' s  

c o n t a c t  w i t h  h is  a g e n t  a t  l e a s t  t w i c e  a y e a r .  O t h e r  th an  to  t r ansm i t  th e  

funds  t o  th e  c o r p o r a t i o n ,  m e  a g e n t  h a s  l i t t l e  or no  p a p e rw o r k !  T h e  b u l k  o f  

h i s  a u t o m o b i l e  b u s i n e s s  is  h a n d l e d  in  30 to  45 d a y s .  T h e  c o m m is s i o n  for 

the  a g e n t  is  5% .  A  member  o f  t h e  M a n i t o b a  a s s e m b l y  from th e  o p p o s i t i o n  

pa r t y  w h o  is  an  in s u r a n c e  a g e n t ,  a d v i s e d  th e  L o u i s i a n a  In s u r a n c e  C o m m i s s i o n e r  

t h a t  h e  is  p l e a s e d  w i t h  the  s y s t e m .  T h i s  m em ber  v i o l e n t l y  o p p o s e d  th e  p l a n  

w h e n  i t  w a s  unde r  d e b a t e  in th e  a s s e m b l y .

T h e  D i r e c t o r  o f  F i n a n c e  has  t h e  r e s p o n s i b i l i t y  for the  c o m p u te r  s y s t e m s ,  

o p e ra t i o n s  and  a c c o u n t i n g .  The  h ea d  o f  th is  d e p a r tm e n t  m us t  b e  a c o m p u te r
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s y s t e m s  e x p e r t  b e c a u s e  the  s u c c e s s  o f  the p l a n ,  from an e f f i c i e n c y  s t a n d ­

p o i n t ,  d e p e n d s  on a u t o m a t i o n .  A s  the  M a n i t o b a  p lan  is  s e t - u p ,  a i l  m a n a g e ­

m en t  has  i n s t a n t  a c c e s s  to a l l  d a ta  i n v o l v i n g  d r i v e r s  l i c e n s e s ,  r e g i s t r a t i o n  

p l a t e s  and t r a f f i c  records  a s  w e l l  a s  I n t e rn a l  o p e r a t i o n a l  d a t a .  A s  a ma t te r  

o f  f a c t ,  a number  o f  " h i t  and  ru n "  c a s e s  h a v e  b e e n  s o l v e d  b y  r e f e r e n c e  to  

the  c o lo r  o f  the  ca r ,  a p p ro x im a t e  r i n ta g e ,  m a ke  and m o d e l .  T h e  c om pu te r  

w i l l  g i v e  th e  p o l i c e  the l i s t  o f  p o s s i b l e s ,  n a m es  and  a d d r e s s e s ,  and t h e y  

t a k e  i t  from t h e r e .

T h e  D i r e c t o r  o f  F i n a n c e  a l s o  has  the  f u n c t i o n  o f  d e t e r m in i n g ,  on a 

d a y  b y  d a y  b a s i s ,  w h a t  funds  are  a v a i l a b l e  for i n v e s t m e n t .  T h e s e  funds  

a re  c o n s i d e r a b l e .  T h e  a c t u a l  i n v e s t m e n t  o f  th e  fund s  are . .ade  b y  the  

g o v e r n m e n t ' s  M i n i s t r y  o f  F i n a n c e  unde r  the  M a n i t o b a  I n v e s t m e n t  o f  i d l e  

f u n d s  l a w s .  T h e s e  fund s  are  under  a s p e c i a l  a c c o u n t  and  th e  funds  and  the  

e a r n in g s  from them  are  c r ed i t e d  to  the  c o r p o r a t i o n ' s  a c c o u n t .  N o n e  o f  the  

fu n d s  o f  the  c o r p o ra t i o n  c a n  b e  u s e d  b y  th e  g o v e r n m e n t .  N e i t h e r  is  the  

c o r p o r a t i o n  e x e m p t  from regu la r  i n s u r a n c e  c o m p a n y  t a x .

T h e  l e g a l  d e p a r tm e n t  e m p lo y s  o n l y  a t t o r n e y s  w h o  car ry  ou t  the  s a m e  

f u n c t i o n s  o f  a t t o r n e y s  e m p lo y e d  b y  p r i v a t e  i n s u r a n c e  c o m p a n i e s .  T h e y  do  

n o t  h a n d l e  t r ia l  d e f e n s e  w o r k  e x c e p t  i n  rare i n s t a n c e s .  T h e y  d o  s u p e r v i s e  

c l a i m s  tha t  are  b e f o r e  the  cour ts  and  h a n d l e  l e g a l  m a t te rs  d i r e c t l y  i n v o l v i n g  

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

T h i s  has  b e e n  a b r i e f  d i s c u s s i o n  o f  the  o p e r a t i o n  o f  the  A u t o m o b i l e  

I n s u r a n c e  A c t  o f  the  P r o v in c e  of  M a n i t o b a ,  C a n a d a .  T h e  p l a n  is  b a s e d  on

1, ••
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th e  p rem ise  tha t  a u t o m o b i l e  In su ra n c e  Is a s e r v i c e  tha t  c an  no longer  be  

rega rded  a s  Jus t  ano ther  p rod uc t  for s a l e .  E v e r y o n e  mus t  h a v e  i t .  A l l  

d r i v e r s  and  o w n e r s  o f  motor  v e h i c l e s  m us t  bear  the  burden of  the  e c o n o m ic  

l o s s  c a u s e d  b y  the  ope ra t ion  o f  s u ch  v e h i c l e s .  T h e  p r i v a t e  s e c to r  o f  the  

e c o n o m y  is e i th e r  u n a b l e  or u n w i l l i n g  to  fu rn ish  in su r a n ce  tha t  m ee ts  t h e s e  

r eq u i r e m e n ts  a t  a c o s t  t h a t  t h e  p u b l i c  c a n  b e a r .

T h e  P r o v in c e  o f  M a n i t o b a  n o w  fu r n i s h e s  th e i r  p e o p l e  w i t h  in su ran ce  

c o v e r a g e  th a t  p r o v i d e s  f a s t ,  f a i r  and  e q u i t a b l e  c l a i m s  s e r v i c e  a t  the 

l o w e s t  p o s s i b l e  p r i c e .



PART I I :  W h a t  I t  C o s t s

T h e  c o s t  o f  a u t o m o b i l e  i n su ra n ce  under  th e  M a n i t o b a ,  n o n - p r o f i t ,  

p u b l i c  c o r p o ra t i o n  p la n  is the  m o s t  r ew ard in g  a s p e c t  o f  the  c o n c e p t .  T h e  

c o s t  o f  a u t o m o b i l e  in su ran ce  to 90% o f  the  p o l i c y h o l d e r s  is r e d u c e d  d r a m a t i c a l l y .  

T h e  c o v e r a g e  to  m os t  p o l i c y h o l d e r s  is i n c r e a s e d .  S o m r  v e r y  f e w  p o l i c y h o l d e r s  

w i t h  m in imum c o v e r a g e  d r i v i n g  for p l e a su r e  o n l y  had s l i g h t  i n c r e a s e s  but 

r e c e i v e d  s u b s t a n t i a l l y  more c o v e r a g e .

W h e n  the  p lan  w a s  f i r s t  i n s t a l l e d  in M a n i t o b a ,  the  pa r ty  ir> o p p o s i t i o n  

to  the  g o v e r n m e n t  made  long  and loud  c o m p l a i n t s  tha t  m any  p o l i c y h o l d e r s  had 

a c t u a l l y  r e c e i v e d  an  in c r e a s e  in  p r e m iu m s .  T h e  C h a i r m a n  of  th e  Board o f  

D i r e c t o r s ,  w h o  is a l s o  the  g o v e r n m e n t s  M i n i s t e r  o f  M u n i c i p a l  A f f a i r s ,  c h a l l e n g e d  

t h e  o p p o s i t i o n  and  the  p u b l i c  to s en d  the i r  c o m p l a i n t s  o f  i n c r e a s e d  p rem ium s  

to  th e  c o r p o ra t i o n  for e x a m i n a t i o n .  T h e  u n d e r w r i t i n g  manager  o f  t h e  c o r p o r ­

a t i o n  r e c e i v e d  o n l y  75 c o m p l a i n t s .  O f  t h e s e  75 c o m p l a i n t s ,  o n l y  3 had a s l i g h t  

i n c r e a s e  in p r e m iu m s .

Be fo re  d i s c u s s i n g  c o n c r e t e  c o m p a r i s o n s  o f  p r e m iu m s ,  the  m in im um  

c o v e r a g e  r equ i r ed  under  the  M a n i t o b a  p l a n  s h o u l d  b e  s h o w n .  A  s i n g l e  l im i t  

c o v e r a g e  o f  ' ,<50,000 b o d i l y  in ju r y  and  p ro p e r t y  d a m a g e  is r equ ir ed  a s  a m in imum;  

$2 ,000  m e d i c a l  pa y  and  r e h a b i l i t a t i o n  c o v e r a g e ;  $50 per w e e k  t o t a l  d i s a b i l i t y  

In com e  for th e  du ra t i on  o f  the  d i s a b i l i t y ;  $500 fu n e r a l  e x p e n s e s ;  d e a t h  b e n e f i t s  

t o  $10,000; $25 pa r t i a l  d i s a b i l i t y  b e n e f i t s  to  104 w e e k s ;  up  to  $ 0 ,000  d i s -
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memb 'erment and d i s f i g u r e m e n t  b e n e f i t s ;  a l l  p h y s i c a l  d a m a ge s  per i l s  b e n e f i t s  

w i t h  the e q u i v a l e n t  to a $100 d e d u c t i b l e  c o l l i s i o n  c o v e r a g e .  E x c e p t  for 

l i a b i l i t y  c o v e r a g e ,  a l l  o f  t h e s e  c o v e r a g e s  are  n o - f a u l t  b e n e f i t s  and are  

c o m p u l s o r y  for a l l  ow n ers  and  o p e r a to r s .  T h e  r i gh t  to sue  for g en e ra l  d a m a g e s  

i s  r e t a i n e d  bu t  d u p l i c a t e  r e c o v e r y  c a n n o t  be  m a d e .

W h a t  d o e s  th i s  im p r e s s i v e  p a c k a g e  o f  co vp . r «ge  c o s t  the p o l i c y h o l d e r  

t o d a y  In W i n n i p e g ,  C a n a d a .  B e l o w  is a d i s p l a y  o f  ra te  c om p a r is on  o f  a u t o p a c  

r a t e s ,  p r e - a u t o p a o  W i n n i p e g  ra t e s  and Ba ton  Rouge  ra tes ;

A u to m o b i l e :  1971 C h e v r o l e t  Im p a la  

N o  C h a r g e a b l e  A c c i d e n t s .  C o m p a r a b l e  C o v e r a g e

A u t o p a c  F ' e - A u t o p a c  Ba ton  Rouge
C l a s s i f i c a t i o n ___________________ 1573______________ 1971___________________ 1973___________

H u s b a n d  and  w i f e - o v e r  25 

P l e a s u r e  U s e  O n l y

H u s b a n d  and  w i f e - o v e r  25 

D r i v i n g  T o  and  From W o r k

H u s b a n d  and  w i f e  w i t h  

U n d e r a g e d  S on  ScDaughter

S i n g l e  M a l e  -  20 Y ea r s  

P r in c i p a l  O pe ra to r

T h e s e  c o m p a r i s o n s  are d e l i b e r a t e l y  d e s i g n e d  to  m in im i z e  the  r a t e  c o m ­

p a r i s o n s  b e t w e e n  th e  t w o  s y s t e m s .  C o n s i d e r  t h e  f a c t  th a t  under  A u t o p a c  o n e  

c h a r g e a b l e  a c c i d e n t  d o e s  not I n c r e a s e  yo u r  r a t e s  w h i l e  the  o ther  r a t e s  w o u l d  

b e  i n c r e a s e d  40% for one  c h a - g e a b l e  a c c i d e n t !  I t  Is a l s o  w e l l  to  no te  t h a t  

t h e  p r e - A u t o p a c  ra tes  w e r e  1971 r a t e s ,  th e  l a s t  bu reau  W i n n i p e g  r a t e s .  S i n c e

$ 78.00 $125.00 $193.00

111.00 161.00 217.00

140.00 375.00 422.00

123.00 391.00 494.00
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th a t  t im e ,  the  g e n e r a l  ra te  l e v e l s  h a v e  I n c r e a s e d  o v e r a l l  In C a n a d a  a t  the

ra te  o f  6% per y e a r .

The  premium com p a r i s on s  w i t h  L o u i s i a n a  p rem iums  can  be  s u b j e c t  to

the  c h a rge  tha t  th i s  Is l i k e  c om par ing  a p p l e s  to o r a n g e s .  But,  is i t ?  T h e

p e r ‘c a p i t a  in co m e  in M a n i t o b a  is  a b o u t  $3200 c om p a red  to abou t  $3250 in

L o u i s i a n a .  T h e  number of  b o d i l y  In ju ry  and  p rope r t y  d a m a ge  c l a i m s  per 100

in sured  cars  In 1970 w a s  10.05 in L o u i s i a n a  a s  c om p a red  to 10.9 in M a n i t o b a .

T h e  t rend  of  l o s s  f r e q u e n c y  is d e c l i n i n g  in L o u i s i a n a  w h i l e  i t  is i n c r e a s in g

in M a n i t o b a .  T h e  c o s t  per c l a im  in L o u i s i a n a  w a s  $495.99 as  com pared  to

★
$522 ir, M a n i t o b a  In 1970. H o w e v e r ,  the  c o s t  per c l a i m  is in c r e a s in g  a t  a 

f a s t e r  ra te  In L o u i s i a n a .  T h e  a c c i d e n t  f r e q u e n c y  and  s e v e r i t y  ra te  a p p e a r  to  

be  a lm o s t  i d e n t i c a l  in L o u i s i a n a  and M a n i t o b a .  T h e  y e a r  1970 w a s  used  

b e c a u s e  t h a t  w a s  the  l a s t  y ea r  f i g u . e s  w e r e  a v a i l a b l e  for M a n i t o b a  under  

c o m p a r a b l e  s y s t e m s .  .

T h e  r eq u i r em en t  o f  m a nda to r y  n o - f a u l t  p ro p e r t y  d a m a g e  r e s u l t s  in a n  

i n t e r e s t i n g  s a v i n g s .  U n d e r  the  p r e s e n t  s y s t e m  a l l  i n su r ed s  are requ ired  t o  

carry  p ro p e r l y  d a m a g e  l i a b i l i t y .  C o l l i s i o n  is  a s e p a r a t e  c o v e r a g e  o f f e red  on  

an  o p t i o n a l  b a s i i s .  U n d e r  th e  M a n i t o b a  p l a n ,  t h e s e  c o v e r a g e s  are  merged  in to  

one  c o v e r a g e  w i t h  the  d r i v e r  at  f a u l t  b e a r in g  the  $200 d e d u c t i b l e .  T h i s  o b v i o u s ­

l y  has  f a v o r a b l e  e f f e c t s  on the  r o t e s ,  p a r t i c u l a r l y  for t h o s e  p e r so n s  w h o  c a r r y  

c o ’ l i s i o n  i n su r a n ce  under  the  p r e s e n t  s y s t e m .

T h e  prem iums  for a u t o m o b i l e  i n su r a n ce  in L o u i s i a n a  sh ou ld  the re fo re  b e

^Sou rce :  I n s u r a n c e  Bureau o f  C a n a d a  

I n s u r a n c e  S e r v i c e s  O f f i c e
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c o m p a r a b l e  under  a c c e p t e d  u n d e rw r i t i n g  and a c t u a r i a l  s t a n d a r d s .  T h e  

e x a m p l e s  shov/n a b o v e  c l e a r l y  d e m o n s t r a t e  tha t  prem iums  are no t e v e n  d o s e  

to  b e in g  c o m p a r a b l e .  The  o n l y  e x p l a n a t i o n  tha t  c a n  p o s s i b l y  a c c o u n t  for 

t h i s  w i d e  d i s p a r i t y  in c o s t s  to  the  p e o p l e  is the  s a v i n g  in h e ren t  In th e  M a n i t o b a  

p l a n .  T h e  p la n  o f fe rs  In su rance  to  the  v a s t  m a jo r i t y  o f  th e  p o l i c y h o l d e r s  w i t h  

a d d i t i o n a l  c o v e r a g e s  a t  a l o w e r  c o s t .
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PART I I I :  S o c i a l  C o n s i d e r a t i o n s

O p e r a t i o n  o f  a s ta t e  a u t o m o b i l e  i n su ran ce  p la n  b y  a q u a s i - p u b l i c  

s t a t e  c o r p o ra t i o n  on a m o n o p o l y  b a s i s  i f  no t a s  r e v o l u t i o n a r y  as  the  

o p p o n e n t s  to  s u ch  p lan  w o u l d  lead  one  to  b e l i e v e .  W h e n e v e r  the  p u b l i c  

s e c t o r  is u n a b l e  or u n w i l l i n g  to  fu rn ish  a s e r v i c e  t h a t  has  b e co m e  a 

p u b l i c  n e c e s s i t y ,  the  fede ra l  g o v e r n m e n t ,  th e  s t a t e  or l o c a l  g o v e rn in g  

a u t h o r i t i e s  h a v e  s t e p p e d  in to  p r o v i d e  th e  s e r v i c e  a t  a p r i c e  the  p u b l i c  

is  a b l e  co b e a r . 4

The re  c a n  b e  l i t t l e  d ou b t  tha t  th e  a u t o m o b i l e  is  no  l o m e r  a l u x u r y  

or e v e n  a c o n v e n i e n c e .  T h e  a u t o m o b i l e  is  n o w  an  a b s o l u t e  n e c e s s i t y .

P u b l i c  t r a n sp o r t a t i o n  has  d e t e r i o r a t e d  to  s uch  an  e: t e n t  th a t  i t  is  p r a c t i c a l l y  

n o n - e x i s t e n t  in L o u i s i a n a .  Perhaps  the  e v e n t u a l  s o l u t i o n  to  th e  long  

range  p rob lem  is  a r e - v i t a l i z a t i o n  o f  p u b l i c  t r a n sp o r t a t i o n  bu t  s u ch  a 

s o l u t i o n  l i e s  in th e  fu tu re .  T h e  ou tm o d ed  a u t o m o b i l e  r e p a ra t io n  s y s t e m  is 

a prob lem  o f  th e  p r e s e n t .

A l m o s t  a l l  o f  th e  s t u d i e s  o f  the  p r e s e n t  a u t o m o b i l e  r ep a ra t io n s  s y s t e m  

d e m o n s t r a t e  t h a t  a d r a s t i c  c h a n g e  is n e e d e d  fo r  t w o  r e a s o n s .  F i r s t ,  th e  

s m a l l  part  o f  t h e  i n s u r a n c e  d o l l a r  pa id  for l o s s e s  is no t  g o in g  t o  the  a c c i d e n t  

v i c t i m  w h o  n e e d s  it m o s t .  S e c o n d l y ,  t h e  c o s t  o f  i n s u r a n c e  is  b e c o m in g  

p r o h i b i t i v e .  In  L o u i s i a n a ,  our young  d r i v e r s  a re  b e in g  d r i v e n  out o f  th e  

m a rke t .
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Most of the no-fault solutions are directed at making a more equitable 

distribution of the loss dollar. A favorite target in this effort Is to attack 

the present tort law system and eliminate or restrict the traditional right of 

a citizen to seek redress for wrongs committed against him. The right to 

seek redress for wrongs is a fundamental civil right that has been one of the 

cornerstones of our free nation. Must we abandon this fundamental right to 

save the present automobile reparation system?

The proposal to reimburse victims of accidents for a substantial portion 

of their economic loss through no-fault is basically sound. However, it is 

generally conceded that such proposals are not meeting the challenge that 

automobile insurance be provided at a cost the public can bear. The industry 

suggests that this objective can be met by restricting the right to sue. The 

industry carefully avoids the subject of who gets the premium dollar. Studies 

show that the insurance companies keep over half of the premium dollars in 

one form or another. This is commonly called the expense factor. Unless 

this expense factor is substantially reduced, no substantial rate relief can 

be expected'.

The only solution suggested to this date that can offer no-fault coverages, 

reduce the expense factor and still retain the tort system is a state plan 

similar to that used in Manitoba, Canada. While this plan may be considered 

a drastic solution by many, it is not nearly as revolutionary as abandoning 

the tort system. There is ample precedent for the state government to operate 

businesses that 2r.ee were considered the sole domain of private industry.
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Transportation systems, power systems, water systems, water districts and the 

like are now being operated by the public sector here in Louisiana. Attached 

to this Part is a representative list of Federal, state and local government 

operations that either replace or compete with private industry. Moving into 

areas where the private sector has failed to satisfy the needs of the public is 

nothing new. The question boils d o w n  to this: Are the people In Louisiana 

willing to let nearly half of their automobile premiums go down the drain to 

save the automobile insurance industry? Is it worth it?

No one would suggest a state plan if the automobile insurance industry 

would propose a solution that would guarantee a return of 80% of the premium 

dollar to its customers. The problem is that the industry can't do it. The 

first years results of the Manitoba plan proves that it can be done through the 

improved marketing and claim handling procedures inherent in the plan. In 

Manitoba, there has been no social upheaval resulting from its operation, In 

fact, Manitobians enthusiastically endorse the plan. It is therefore submitted 

that a state plan for Louisiana automobile insurance would cause little social 

upheaval in this state - far less than the abandonment of the fault system of 

law.
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R e p re s e n ta t iv e  L i s t  O f  G o v e rn m e n t  O p e ra te d  B u s in e s s

I. FEDERAL PROGRAMS

1. Federal Flood Insurance
2. Federal Crop Insurance
3. Medicare
4. Medicaid
5. Social Security
6. Federal Deposit Insurance Corporation (FDIC)
7. Federal Savings and Loan Insurance Corporation (FSLIC)
8. Federal National Mortgage Association (FNMA)
9. Federal Land Bank
10. U .S . Government Printing Office
11. Rural Electrification Administration (REA)

II. FEDERAL/STATE PROGRAMS

1. Cri dit Unions
2. Unemployment Insurance
3. Electrical Cooperatives
4. Farm Cooperatives

III. STATE PROGRAMS

Division of Administration operates its own printing shop.

Highway Department has its own Materials & Testing Section in 
competition with private enterprise.

G overnor Edwards has said Louisiana should build its own natural 
gas transmission system to take care of Louisiana's needs first.

Maryland Automobile Insurance Fund - State sells insurance 
directly to risks who are cancelled or have two companies refuse 
to write their business.

Workman's Compensation Insurance fund
a. Ohio operates Tund exclusive of private insurers, 
a. Following states operate funds not exclusive of private 

insurers.

(15)



Pennsylvania, Oklahoma, Oregon, Texas, California, Colorado, 
Idaho.. Maryland, Montana. Nevada, N o w  York, West Virginia . 
Wyoming.

IV. PARISH A N D  MUNICIPAL PROGRAMS

1. Transportations Systems
Buses, Public Belt Railroad

2. Utility Systems
Gas, Water and Electricity

3. N e w  Orleans Dock Board

Note: The United States economy is obviously mixed, not a total 
free enterprise system.

(16)



PART IV: Economic Co n 1-'d^ratior^

What effect would the adoption of a state plan have on the economics 

of Louisiana? The most direct effect of the plan would be to place all 

automobile Insurance policies under the public corporation. This means 

private companies could write no business In Louisiana; however, Louisiana 

companies' that are writing automobile liability insurance write less than 

1/10 of 1% of the business. This business is written by companies that are 

domiciled primarily in the north and east. In short, Louisiana has no 

companies domiciled in the state that could furnish compulsory no-fault 

■(insurance that would be affected by a state plan.

Most of the average employees ot the Insurance companies in the state 

would necessarily be hired by the public corporation. All major cities would 

have regional offices of the public corporation. The key employees of the 

foreign companies are mostly imports from other states and are moved around 

the country with great frequency in any event. Then, toe, only automobile 

insurance would be effected. The experience in Manitoba was that the dis­

location of insurance company personnel was relatively slight. The general 

manager reports that about 200 employees were either transferred or released 

but that autopac had hired far more personnel than were released by the 

insurance companies. Their plan also provides for a special assistance program 

for those persons who suffer particular economic hardships. The expense of 

this program Is borne by the public corporation.

(17)



The effect on Insurance agents would appear to be the most drastic 

at first glance. The Manitoba plan Is serviced by the agency system. The 

commission paid by the plan was 7% for the first year, 6% for the second 

year and will be 5% thereafter. Under the agency system, this commission 

appears to be inadequate. However, the effect on the agents net commission 

Is minimized by the fact that he has no policy to write. All he has to do is 

collect the premium when his customer brings his billing to him for validation 

by stamp on the license application prepared by the corporation. On all 

transactions between policy periods that do not involve a premium commission, 

the agent receives $3.00 except for change of address. The forms provided 

are simple and can be filled out by hand. The agents costs are minimal.

There are no underwriting restrictions under the plan except that the 

applicant must have a valid drivers license. This is a relief to the agent. 

W h e n  one of his good, clients has a bad diiving recoid, the agent does not 

have to search the entire market to place the business. This puts the small 

agent on a par with the large agency in writing hard-to-place risks. It also 

places all agents In the same competitive positions, whether they operate 

as direct writers, mail order agents or under the American agency system.

The advent of automobile mass marketing is gradually reducing the 

commissions for automobile insurance to a point where 7% will be competitive, 

long range commission even If the present system is continued.

Another favorable aspect to the agent is that the customer will come to 

the agents office at least twice a year - when he buys his license plates and

(10)



obtains his drivers license. This assures the agent personal contact with 

his clients which is helpful in regards to other lines of business. The 

competition for business under the Manitoba plan is brisk, with service 

being the only competlf'.ve aspect. Privately, the majority of agents in 

Manitoba are satisfied with the operation of the plan according to the general 

manager. The agents are still in business.

A most favorable aspect of a state plan is that the investment income 

available, which is considerable, is invested within the state. No longer 

are these funds channeled into the great financial centers of the east and 

north. Funds made available for investment by Louisiana policyholders 

remain in Louisiana for investment here. These invested funds are bound to 

generate favorable economic consequences for Louisiana. The long range 

economic consequences of a state plan tor automobile insurance are not a 

deterrent to the adoption of such a plan for Louisiana.

(19)
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The National Conference on A] f •’rnative State and Local Public 
Policies was founded in Madison. Wisconsin. June. 107^. It is a 
major meeting place and forum for elected and appointed officials, 
community organisations, political activists and technically 
trained experts interested in alternative politics and programs 
at the.state and local level. Discussions and workshops within 
the National Conference include questions of political strategy. 
However, concentration is on the specific nuts and bolts of pro­
grammatic alternatives. Subjects considered include land use, 
tax reform, consumer protection, agricultural policy, minority 
employment, public power, community and state-owned enterprises, 
control of natural resources, women's issues, public employees, 
and many others.

The National Conference has its headquarters in Washington,
D.C., at the Institute for Policy Studies. Besides holding region­
al and topical conferences, and an annual national conference in 
June, the national office maintains a Clearing House of Alternative 
Legislation. The National Conference publishes a quarterly news 
letter, an Alternative Legislation Series, and a Public Policy 
Pamphlet Serifs. A Public Policy Reader is prepared for the annual 
national conference and is also available from the national office. 
Finally, the national office coordinates a series of task forces 
composed of local officials, planners and informed citizens who are 
drafting model legislation.

The National Conference was organized to be of service to state 
and local public officials, as well as others who are interested in 
alternative programs. Your communications can be of great help in 
furthering the work and extending the influence of the Conference. 
Blease send information, new names, and suggestions to:

Barbara Bick, National Coordinator 
Conference on Alternative State and Local Public Policies 

1901 Q Street, N.W., Washington, D.C. 20009
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P U B L I C A T I O N S  O R D E R  L I S T

ALTERNATIVE LEGISLATION SERIES, model bills on! coop Lanks, 
utility regulation, energy, health, "lifeline" utility rates, 
and auto insurance corporations. 50c each.—  circle choice

Public Policy Render. 2nd edition. A compilation of the best 
innovative bills, ordinances and proposals of the past year.

Over 600 pages. $7.50 (institutions: $15.00)

Legislative Handbook on Women's Issues. Kathy Rhodes. A 
collection of legislation on economic issues affecting women, 
including the best innovative proposals, and a bibliography.

$2.50 (institutions: $5.00)
The Cities1 Weal tin Programs for Community Economic Control 
in Berkeley. California, compiled by the Community Ownership 
Organizing Project. This report outlines in detail the programs 
and organizing strategies of the Berkeley Coalition over the
seven yea^s of its political work with the Berkeley City Council.

£2.50 (instit tions: $5.00)

Public Control of Public honey: Should States and Cities Have 
Their Own Banks?. Derek Shearer. Analyzes the advantages and dis­
advantages oi state and city-owned banks. Includes descriptions 
of the state-owned bank of North Dakota, and recently proposed 
state banks in New York, Washington, Oregon, and California.

$1.50 (institutions: $3.00)

The Manitoba Auto Insurance Plan. Sherman Bernard. A report on 
the operation, costs, social and economic considerations of a
plan providing auto insurance by a public corporation. $1.

$1.00 (institutions: $2.00)

Conference Newsletter-- reports activities of the Conference 
on Alternative State and Local Public Policies, plus infor­
mation about recent federal, state, and local alternative 
and model legislation. Published quarterly; annual subscrip-

t^on $5.00 (institutions: $10.00)

Enclosed j for publications checked above. Please inquire 
about bulk rates for 10 or more copies.

Name

Address City Stat, Zip

Telephone Position or Organization

______ ___________________________________________________________________________________
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IK THE HOUSE BY KOPONEN

HOUSE CONCURRENT RESOLUTION NO. 3 0  
IN THE LEGISLATURE OF THE STATE OF ALASKA 

THIRTEENTH LEGISLATURE - FIRST SESSION

Relating to a study of single-pool auto­

mobile insurance.

EE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA.:

WHEREAS there is widespread dissatisfaction being expressed throughout 

the state concerning the tradition.il multi-pooled automobile insurance 

plans; and

WHEREAS the cost of insurance in the state is becoming prohibitive 

with less than half the insurance dollar paid for losses going to the 

accident victim; and ■

WHEREA.S a significant number of Alaskan drivers do not have automobile 

insurance; and

WHEREAS with inadequate public transportation the private automobile 

is a necessity in many parts of the state; and

WHEREAS the single pool concept is utiliEed by some states for 

workers1 compensation insurance and by the Canadian provinces for automo­

bile insurance; and

WHEREAS single-p_;ol insurance would provide more security when all 

motorists are assured of compensation for their losses; and

WHEREAS administrative and premium costs of a single insurance pool 

are usually significantly lower than for competing multi-pools; and

WHEREAS single-pool insurance furds would more likely be invested 

within the state; and

WHEREAS there has not been a thorough study made in A.laska of the 

advantages and disadvantages of the single versus multi-pool insurance 

concept;
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BE IT RESOLVED by the Alaska State Legislature that the Legislative 

Council is directed to conduct an interim study of the various single-pool 

insurance plans that have been proposed and enacted in the various states 

and Canadian provincesj and be it

FURTHER RESOLVED that the Legislative Council make its report to the 

Second Session of the Thirteenth Legislature, together with its recommenda­

tions for adoption or rejection of single-pool automobile insurance for
i

Alaska administered by either the public or the private sector, and includ- j 

ing recommended draft legislation .for the legislature's consideration if r. i
Ij

change f t  the present lav? is considered desirable.
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