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PUBLIC OPINION ME3SAGEPUBLIC OPINION MESSAGE

OEAR: SENATOR ELIASON d e a r : se n a t o r el i a s o n

NAME: DILL NORRIS 

TITLE:
AOORESS: P.O. BOX 112441

CITY! ANCHORAGE ZIP: 99511

PHONE: 344-4076 
DILL NO: HB 105 
SUBJECT: MANDATORY SEATBELTS
MESSAGE: I OPPOSE HD 105, I THINK YOU ARE WASTING THE STATE'S TIME AND MONEY 

INFORCING SOMETHING LIKE THIS IN THE FUTURE. THERE ARE MORE IMPORTANT ISSUES 

THE STATE SHOULD CONCENTRATE ON.

NAME: ARLEEN BURGES3 

TITLE:
A0DRE5S: 3721 SILVER LEAF AVE.

CITY: NORTH POLE ZIP: 99705

PHONE: 460-0577 
BILL NO: HB 44
SUOJECT: MANDATORY AUTOMOBILE INSURANCE
MESSAGE: ALASKA HAS THE SECOND HIGHEST IN3URANCE PREMIUM COSTS IN THE NATION. 

11044 HILL CAUSE PREMIUM RATES TO ESCULATE HIGHER. A BETTER ALTERNATIVE CAN BE 
FOUND TO AOORESS THIS ISSUE. CALIFORNIA HAS DONE IT. ALASKA CAN TOO. BEFORE 
VOTING ON HB44, REMEMBER YOU TOO WILL PAY THESE EXORBITANT COST FOR COVERAGE.

EOM-FZ-C

POMIO: 03101609 

DATE: 05/05/09 
TIME: 10:16:09 

LIOHAME: ANCHORAGE LIO

COPIES: SENATORS

ADAMS

BINKLEY

COGHILL
DUNCAN
FAHRENKAMP
FAIKS
FISCHER
FRANK

HALFORD
JONES
KELLY
KERTTULA

PEARCE
POURCHOT
RODEY
STURGULEWSKI

S2YMANSKI

UEHLING

ZHAROFF

POMIO: 07101110 
DATE: 05/05/09 

TIME: lo:ii:lO 

LIONAME: FAIRBANKS LIO

COPIES: SENATORS

ADAMS
BINKLEY
COGHILL
OUNCAN

FAHRENKAMP

FAIKS

FISCHER
FRANK
HALFORD
JONES
KELLY
KERTTULA

PEARCE
POURCHOT
RODEY
STURGULEWSKI

SZYMANSKI
UEHLING

ZHAROFF



PUBLIC OPINION MESSAGE

DEAR! SENATOR ELIASON

NAME: CYNTHIA ATHEARN 

TITLE!
AOORESS! 9503 ANTLER WAY

CITY: JUNEAU, AK ZIP: 99801
PHONE! 769-2331 

DILL MO!

SUBJECT: MANDATORY AUIO INSURANCE
MESSAGE! I AM AGAINST MANDATORY AUTO INSURANCE. I EEEL IT'S A HARDSHIP ON LOW 
INCOME PEOPLE ANO IT HASN'T REDUCED MY INSURANCE AT ALL, I STILL HAVE TO CARRY 

INSURANCE ON UNINSURED MOTORISTS DECAUSE THERE ARE STILL PEOPLE WHO GO WITHOUT 
INSURANCE. POSSIBLY THERE COULD BE A WAY OF RESTRICTING LICENSES ON PEOPLE 

WHO HAVE BEEN INVOLVED IN AT FAULT ACCIDENTS AND DO NOT CARRY INSURANCE ANO 
ALSO DO NOT MAKE AN EFFORT TO PAY FOR DAMAGES.

POMID: 00160950 

DATE! 05/09/69 
TIME: 16:09:50 

LIONAME! JUNEAU LIO

COPIES: SENATORS

ADAMS
BINKLEY
COGHILL
DUNCAN

FAHRENKAMP
FAIKS
FISCHER
FRANK
HALFORD
JONES
KELLY
KERTTULA

PEARCE
POURCHOT

RODEY
STURGULEWSKI
SZYNANSKI

UEHLING
ZHAROFF

PUBLIC OPINION MESSAGE

DEAR! SENATOR ELIASON

NAME: LARRY PEPPER 

TITLE!
ADDRESS: DOX 1093

CITY! AUKE BAY, AK ZIP: 99621

PHONE! N/R- 
BILL NO! SB 15
SUBJECT: NEGOTIATIONS BY PUBLIC SCHOOL EMPLOYEES

MESSAGE: I URGE YOU SUPPORT SO 15, IT PROVIDES EQUALl ACCESS TO EQUITABLE 
BARGAINING. THE ISSUE IS FAIRNESS AND QUALITY NOT CONTROL. THE PRESENT SYSTEM 

HAS LEFT HARD FEELINGS, WE NEED A NEUTRAL ARBITRATOR TO AVOID EMOTIONAL 

CONFRONTATIONS.

POMID! 00152116 
DATE! 05/09/69 

TIME: 15:21:16 
LIONAME! JUNEAU LIO

COPIES! SENATORS

ADAMS
BINKLEY
COGHILL

DUNCAN
FAHRENKAMP

FAIKS

FISCHER
FRANK
HALFORD

JONES
KELLY
KERTTULA

PEARCE
POURCHOT

RODEY
STURGULEWSKI
SZYMANSKI
UEHLING

ZHAROFF



DEAR: SENATOR ELIASON d e a r : SENATOR ELIASON

NAME: ARLEEN BURGESS 

TITLE :
A00RES5: 3721 SILVER LEAF AVE.

CITT: NORTH POLE ZIP: 99705

PHONE: 480-0577 
BILL NO: HB 44

5UDJECT: MANDATORY AUTOMODILE INSURANCE
MESSAGE: BEFORE VOTING ON HB44, PLEASE CONTACT SENATOR STEVE FRANK'S OFFICE 

FOR A COPT OF THE LETTER I WROTE REGARDING MY EXPERIENCE WITH THE PREVIOUS 
MANDATORY INSURANCE LAW AND THE EXTREME IMPACT IT PLACED UPON STATE CITIZENS. 
AFTER READING THIS LETTER I KNOW YOU WILL NOT, IN GOOD CONSCIENCE, PASS HB44.

NAME: KAREN POST 
TITLE:

ADDRESS: 1925 G0LD5TREAM ROAD
CITY: FAIRBANKS ZIP: 99709

PHONE: 455-6828 

BILL NO:
SUBJECT: BUDGET FOR STATE PARKS
MESSAGE: I AM VERY CONCERNED ABOUT THE BUDGET APPROPRIATION TO STATE PARKS. 
IT IS VITAL THAT THERE BE DIVERSE SERVICES FOR ALASKA'S VISTORS. STATE PARK 

IS ONE SER/ICE THAT IS INCREASINGLY NCESSARY AND WE CANNOT AFFORD TO CUT THEI 

BUDGET. PLEASE CONSIDER STATE PARKS AS THE BUDGET PROCEEDS. THANK YOU.
EOM/FZ

07091330 POMID: 07104803

05/01/89 DATE: 05/01/89

09:13:30 TIME: 10:48:03

FAIRBANKS LIO LIONAME: FAIRBANKS LIO

SENATORS COPIES: REPRESENTATIVES REPRESENTATIVES SENATORS

ADAMS BARNES BOUCHER ADAMS

DINKLEY BOYER BROWN BINKLEY

COGHILL CATO COLLINS COGHILL

DUNCAN GOTTEN DAVIDSON DUNCAN

FAHRENKAMP DAVIS, C. DAVIS, M. FAHRENKAMP

FAIKS DONLEY ELLIS FAIKS

FISCHER FINKELSTEIN FOSTER FISCHER

FRANK FURNACE GOLL FRANK

HALFORD GRUENBERG GRUSSENDORF HALFORD

JONES HANLEY HOFFMAN JONES

KELLY HUDSON JACKO KF.LLY

KERTTULA KOPONEN LARSON KERTTULA

PEARCE LEMAN MACLEAN PEARCE

POURCHOT MARTIN MENARD POURCHOT

RODEY MILLER NAVARRE RODEY

STURGULEWSKI PETTYJOHN PHILLIPS STURGULEWSKI

SZYMANSKI RIEGER SHARP SZYMANSKI

UEHLING SHULTZ SWACKHAMMER UEHLING

ZHAROFF TAYLOR ULMER ZHAROFF

WALLIS ZAWACKI



PUBLIC OPINION MESSAGEPUBLIC OPINION MESSAGE

SENATOR ELIASONSENATOR ELIASON

NAME: RICHARD FORD 
TITLE:

ADDRESS: H C 70 BOX 1052
CITY: CHUGIAK ZIP: 99567

PHONE: 680-9205 

BILL NO: SB 0
SUDJECT: ALASKA WOMEN'S COMMISSION
MESSAGE: PLEASE SUPPORT EITHER THE SENATE OR FINANCE COMMITTEE AMENDMENTS TO 

THE WOMEN'S COMMISSION OR VOTE NO ON THE BILL. THE COMMISSION DOES HOT 

PROVIDE EQUAL REPRESENTATION FOR ALL ALASKAN WOMEN.

NAHE: ERICA MAHNEY 

TITLE:
ADDRESS: 2221 MULOOOH RD

CITY: ANCHORAGE ZIP: 99506

PHONE: 338-6506 

BILL NO:
SUBJECT: CAR INSURANCE BILL
MESSAGE: YOU WANT MANATORY AUTO INSURANCE FORCED ON AN IMPOVISHED PUBLIC.

HOW ABOUT MANDATORY PAYMENT OF CLAIMS BY THE INDUSTRY. NOT JUST AUTO CLAIMS, 

BUT WORKERS COMP CLAIMS. WHAT HAPPENED TO INSURANCE REFORM LOWER RATES 
AVAILABILITY. NEED LEGISLATION TO PROTECT THE PUBLIC AND ASSISTANCE FOR 

THE DISABLED. NEED PUBLIC HEARINGS.

03125655 POMID: 03130026

03/17/89 DATE: 03/17/89

12:56:55 TIME: 13:00:26

ANCHORAGE LIO LIONAME: ANCHORAGE LIO

REPRESENTATIVES REPRESENTATIVES SENATORS COPIES: REPRESENTATIVES REPRESENTATIVES SENATORS

BARNES BOUCHER ADAMS BARNES BOUCHER ADAMS

BOYER BROWN BINKLEY BOYER BROWN BINKLEY

CATO COLLINS COGHILL CATO COLLINS COGHILL

COTTEN DAVIDSON DUNCAN COTTEN DAVIDSON DUNCAN

DAVIS, C. DAVIS, M. FAHRENKAMP DAVIS, C. DAVIS, M. FAHRENKAMP

DONLEY ELLIS FAIKS DONLEY ELLIS FAIKS

FOSTER FURNACE FISCHER FOSTER FURNACE FISCHER

GOLL GRUENBERG FRANK GOLL GRUENBERG FRANK

GRUSSENDORF HANLEY HALFORD GRUSSENDORF HANLEY HALFORD

HOFFMAN HUDSON JONES HOFFMAN HUDSON JONES

JACKO KOPONEN KELLY JACKO KOPONEN KELLY

LARSON LEMAN KERTTULA LARSON LEMAN KERTTULA

MACLEAN MARTIN PEARCE MACLEAN MARTIN PEARCE

MENARD MILLER POURCHOT MENARD MILLER POURCHOT

NAVARRE PETTYJOHN RODEY NAVARRE PETTYJOHN RODEY

PHILLIPS RIEGER STURGULEWSKI PHILLIPS RIEGER STURGULEWSKI

SHARP SHULTZ SZYMANSKI SHARP SHULTZ SZYMANSKI

SPOHNHOLZ SWACKHAMMER UEHLING SPOHNHOLZ SWACKHAMMER UEHLING

TAYLOR ULMER ZHAROFF TAYLOR ULMER ZHAROFF

WALLIS ZAWACKI WALLIS ZAWACKI



DEAR: SENATOR ELIASCM

NAME: MRS. W. H. STEPHAN

TITLE:
ADDRES3: P.O.BOX 112114

C m :  ANCHORAGE ZIP: 99511

PHONE: N/R- 
BILL NO:

SUBJECT: CAR INSURANCE
MESSAGE: I HAVE ALWAYS HAD INSURANCE BUT WAS HIT TWICE WHILE THE LAW WAS I'J 
EFFECT EACH TIME AN ACCIDENT THAT WASN'T MY FAULT. THE POOR CAN'T BUY I

(SURANCE ANYWAY. YOU ARE DISCRIMINATING AGAINST THE POOR.

POMID: 03104243

DATE: 03/17/69

TIME: 10:42:43
LIONAME: ANCHORAGE LIO

COPIES: REPRESENTATIVES REPRESENTATIVES SENATORS

BARNES BOUCHER ADAMS

BOYER BROWN BINKLEY

CATO COLLINS COGHILL

COTTEN DAVIDSON DUNCAN

DAVIS, C. DAVIS, M. FAHRENKAMP

DONLEY ELLIS FAIKS

FOSTER FURNACE FISCHER

GOLL GRUENBERG FRANK

GRUSSENDORF HANLEY HALFORD

HOFFMAN HUDSON JONES

JACKO KOPONEN KELLY

LARSON LEMAN KERTTULA

MACLEAN MARTIN PEARCE

MENARD MILLER POURCHOT

NAVARRE PETTYJOHN RODEY

PHILLIPS RIEGER STURGULEWSKI

SHARP SHULTZ SZYMANSKI

SPOHNHOLZ SWACKHAMMER UEHLING

TAYLOR ULMER ZHAROFF

WALLIS ZAWACKI

OEAR: SENATOR ELIASON

NAME: MRS. W.H. STEPHAN 
TITLE:

ADDRESS: P.O.BOX 112114
CITY: ANCHORAGE ZIP: 99511

PHONE: N/R- 
BILL NO:
SUBJECT: TAXES
MESSAGE: I KNOW ALOT OF YOUR FRIENDS HAVE SCHOOL AND GOVERNMENT JOBS AND WE 
APPRECIATE THEM BUT WHY, DURING HARD TIMES CAN'T WAGES ANO BENEFITS BE CUT AS 

NECESSARY. NO NEW TAXES NEEDED. CUT OUT GOVERNOR'S OLD AND NEW PROGRAMS 

THAT AREN'T NEEDED AND DON'T IMPLEMENT ANY OTHERS INCLUDING ALASKA WOMEN’S 

COMMISSION.

POMIO: 03105237 

DATE: 03/17/09 
TIME: 10:52:37 

LIONAME: ANCHORAGE LIO

COPIES: REPRESENTATIVES REPRESENTATIVES SENATORS

BARNES BOUCHER ADAMS

BOYER BROWN BINKLEY

CATO COLLINS COGHILL

COTTEN DAVIDSON DUNCAN

DAVIS, C. DAVIS, M. FAHRENKAMP

DONLEY ELLIS FAIKS

FOSTER FURNACE FISCHER

GOLL GRUENBERG FRANK

GRUSSENDORF HANLEY HALFORD

HOFFMAN HUDSON JONES

JACKO KOPONEN KELLY

LARSON LEMAN KERTTULA

MACLEAN MARTIN PEARCE

MENARD MILLER POURCHOT

NAVARRE PETTYJOHN RODEY

PHILLIPS RIEGER STURGULEWSKI

SHARP SHULTZ SZYMANSKI

SPOHNHOLZ SWACKHAMMER UEHLING
TAYLOR ULMER ZHAROFF

WALLIS ZAWACKI

* i



PUBLIC OPINION MESSAGE PUBLIC OPINION MESSAGE

OEAK: 3ENAT0R ELIA30H DEAR: SENATOR ELIASON

NAME: R.M. SPENCER 

TITLE:
ADDRESS: 3013 WILLOW

CITY: ANCHORAGE ZIP: 99517

PHONE: 277-0050 
BILL NO:

SUBJECT: TAXATION PR0P0SAL3

MES3ACE: I AM FIRMLY AGAINST ANY NEW TAXES, PERIOD! LET’3 GET THE FAT OUT OF 
STATE GOVERNMENT FIR3T. OOES STEVE REALLY THINK HE CAN CON US INTO ACCEPTING 
HIS NEW HIRE THEORY ON THE BASIS THAT WE REALLY NEED MORE DEAD WEIGHT ON THE 

PAYROLL? WHERE DO YCU STAND ON THIS?

POMID: 03110153
DATE: 01/10/09

TIME: li:0i:53
LIONAME: ANCHORAGE LIO

c o p i e s : REPRESENTATIVES REPRESENTATIVES SENATORS

BARNES BOUCHER ADAMS

BOYER BRADLEY BINKLEY

DROWN CATO COGHILL

COLLINS COTTEN DUNCAN

DAVIDSON DAVIS, C. FAHRENKAMP

DAVIS, M. DONLEY FAIKS

ELLIS FOSTER FISCHER

FURNACE GOLL FRANK

GRUENBERG GRUSSENDORF HALFORD

HANLEY HOFFMAN JONES
HUDSON JACKO KELLY

KOPONEN LARSON KERTTULA

LEMAN MACLEAN PEARCE

MARTIN MENARD POURCHOT
MILLER NAVARRE RODEY

PETTYJOHN PHILLIPS STURGULEWSKI

RIEGER SHARP SZYMANSKI

SHULTZ SWACKHAMMER UEHLING

TAYLOR ULMER ZHAROFF

WALLIS ZAWACKI

NAME: T. W. FOUCH 
TITLE:

ADDRESS: P.O. BOX 311

CITY: FAIRBANKS ZIP: 99707

PHONE: <479-3495 
BILL NO: SB 44 
SUBJECT: MANDATORY INSURANCE

MESSAGE: I AM TOTALLY OPPOSED TO THE MANDATORY IN3URANCE LAW. DUT I ALSO 
FEEL THAT IF YOU ARE GOING TO PASS A MANDATORY INSURANCE LAW, IT SHOULD BE 

A CONSTITUTIONAL LAW THAT INCLUDE3 EVERY VEHICLE OWNER IN THE STATE. EOM/CLS

POMID: 07095300 
DATE: 01/16/09 

TIME: 09:53:00 
LIONAME: FAIRBANKS LIO

COPIES: SENATORS

ADAM3
BINKLEY
COGHILL
DUNCAN

FAHRENKAMP

FAIKS

FISCHER
FRANK
HALFORD
JONES
KELLY

KERTTULA
PEARCE

POURCHOT
RODEY
STURGULEWSKI

SZYMANSKI

UEHLING
ZHAROFF



PUBLIC OPINION MESSAGEPUBLIC OPINION MESSAGE

DEAR: SENATOR ELIASON DEAR: SENATOR ELIASON

NAME: LARRY KITTLESON 

TITLE:

ADDRESS: DOX 2001
CITY: SOLDOTNA ZIP: 99669
PHONE: 203-9102 

DILL NO: HB 96

SUBJECT: MANDATORY AUTOMODILE INSURANCE
MESSAGE: I FEEL THAT BILL 66 IS A POOR DILL. I WOULD SUGGEST ANO ASK THAT YOU 

VOTE AGAIN3T THIS DILL.

NAME: ERIN OBA 

TITLE:
ADDRES3: 16166 HANCOCK DR.

CITY: ANCHORAGE ZIP! 99515

PHONE: 265-6523 

BILL NO:
SUBJECT: BALANCED BUDGET
MESSAGE: MY PREFERENCE TO BALANCE THE BUDGET IS IN SEQUENCE, 1 JREDUCE 

SPENDING, 2) INCREASE CORPORATE TAXES (NOT OIL INDUSTRY EXCLUSIVELY)

3 )IMPOSE IX SALES TAX 6) ELIMINATE PERMANENT FUND DIVIDEND. BY NO MEANS 

SHOULD STATE INCOME TAX BE IMPOSED.

POMID:
DATE:
TIME:

LIONAME:

13116069 POMID: 03123620

01/10/09 DATE: 01/10/09

11:60:69 TIME: 12:36:20

SOLDOTNA LIO LIONAME: ANCHORAGE LIO

SENATORS COPIES! REPRESENTATIVES REPRESENTATIVES SENATORS

ADAMS BARNES BOUCHER ADAMS

BINKLEY BOYER DRADLEY BINKLEY

COGHILL BROWN CATO COGHILL

DUNCAN COLLINS COTTEN DUNCAN

FAHRENKAMP DAVIOSON DAVIS, C. FAHRENKAMP

FAIKS DAVIS, M. DONLEY FAIKS

FISCHER ELLIS FOSTER FISCHER

FRANK FURNACE GOLL FRANK

HALFORD GRUENBERG GRUSSENDORF HALFORD

JONES HANLEY HOFFMAN JONES

KELLY HUDSON JACKO KELLY

KERTTULA KOPONEN LARSON KERTTULA

PEARCE LEMAN MACLEAN PEARCE

POURCHOT MARTIN MENARD POURCHOT

RODEY MILLER NAVARRE RODEY

STURGULEWSKI PETTYJOHN PHILLIPS STURGULEWSKI

SZYMANSKI RIEGER SHARP SZYMANSKI

UEHLING SHULTZ SWACKHAMMER UEHLING

ZHAROFF TAYLOR ULMER ZHAROFF

WALLIS ZAWACKI
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W e  a r e  o p p o s e d  to H B  4 4  t h e  m a n d a t o r y  i n s u r a n c e  
la w .  P o o r  p e o p l e  c a n n o t  a f f o r d  it. So a 
s e g m e n t  o f  t h e  p o p u l a t i o n  w i l l  b e  o u t l a w s  
b e c a u s e  t h e y  a r e  u n a b l e  to c o m p l y  w i t h  the 
law.

T h e  i n s u r a n c e  i n d u s t r y  p r o m o t e s  t h i s  l a w  
i n  o r d e r  f o r  t h e m  to i n c r e a s e  t h e i r  p r o f i t s  
a n d  t h u s  t h e i r  i n v e s t m e n t s  a n d  t h u s  b e  come 
r i c h e r .  L e t  u s  b e  r e ' ^ i s t i c .

1 / 1 4 / 8 9  D e a r  S e n a t o r  E l i a s o n ,
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M a y  2 1 r 1 9 8 8

Senator Dick Eliason
P. 0. Pox 143
Sitka, AK 9.9835

Dear Senator Eliason:

You are a hero.' Thousands of Alaskans owe to you a deep 

debt of gratitude for your courage in defying the powerful 

influence of the insurance mob b y  scuttling their outrageous 

exhorbitarit subsidy k n o m a e  the "Alaska Mandatory Automobile 

Liability Insurance Law of 1984".

Keep up the good work.

Yours Sincerely,.
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S e n a t o r  D i c k  E l i a s o n
C h a i r m a n  -  L a b o r  a n d  C o m m e r c e  C o m m i t t e e  
P . O .  B o x  V  
J u n e a u ,  A K  9 9 8 1 1

R E :  M a n d a t o r y  A u t o m o b i l e  I n s u r a n c e

D e a r  S e n a t o r  E l i a s o n :

I  r e c o l l e c t  t h a t  t h e  s t a t e ' s  m a n d a t o r y  a u t o m o b i l e  i n s u r a n c e  
l a w  w a s  a l l o w e d  t o  s u n s e t  l a s t  y e a r  b e c a u s e  i t  w a s  h e l d  u p  i n  t h e  
S e n a t e .  I  t h i n k  t h a t  t h i s  i s  a  v e r y  b a d  i d e a .  T h e  p e r s o n s  m o s t  
l i k e l y  t o  n o t  h a v e  i n s u r a n c e  a r e  u s u a l l y  t h o s e  p e o p l e  w h o  h a v e  t h e  
l e a s t  t o  l o s e  a n d  w h o  h a v e  a  t e n d e n c y  t o  b e  t h e  l e s s - r e s p o n s i b l e  
s e g m e n t s  o f  o u r  s t a t e .  T h e s e  a r e ,  a s  w e l l ,  t h e  p e o p l e  w h o  a r e  m o s t  
l i k e l y ,  i n  m y  e x p e r i e n c e ,  t o  d r i v e  i n  a  r e c k l e s s  f a s h i o n  a n d  i n j u r e  
o t h e r  p e o p l e .  A l t h o u g h  i t  i s  a l l  v e r y  w e l l  t o  c l a i m  t h a t  t h e y
s h o u l d  b e  r e q u i r e d  t o  h a v e  s o m e  s o r t  o f  n e b u l o u s l y  d e f i n e d
f i n a n c i a l  r e s p o n s i b i l i t y  i n  t h e  e v e n t  t h a t  t h e y  i n j u r e  s o m e o n e ,  
t h i s  i n  f a c t  d o e s  n o t  o c c u r .  T h e  s a m e  p e o p l e  w h o  a r e  m o s t  l i k e l y  
t o  h a v e  a c c i d e n t s  a n d  l e a s t  l i k e l y  t o  h a v e  i n s u r a n c e  t o  p r o t e c t  
t h e i r  v i c t i m s  a r e  a l s o  t h e  l e a s t  l i k e l y  t o  b e  a b l e  t o  h e l p  t h e  
v i c t i m s  i n  a n y  w a y  w i t h  e v e n  o u c h  t h i n g s  a s  m i n i m a l  m e d i c a l  b i l l s .  
I  h a v e  h a d  t h e  o p p o r t u n i t y  t h e  l a s t  f e w  y e a r s  t o  d e a l  w i t h  n u m e r o u s  
p e o p l e  w h o  h a v e  b e e n  i n j u r e d  i n  a c c i d e n t s  a n d  a l m o s t  w i t h o u t
e x c e p t i o n ,  t h e s e  p e o p l e  w o u l d  b e  b e r e f t  o f  a n y  a b i l i t y  t o  p a y
s e r i o u s  m e d i c a l  b i l l s ,  s u r g e r y  c o s t s ,  h o s p i t a l  b i l l s  a n d  t h e  l i k e  
w i t h o u t  i n s u r a n c e  b y  t h e  o f f e n d i n g  d r i v e r .  U s u a l l y  a p e r s o n ' s  o w n  
a u t o m o b i l e  i n s u r a n c e  p o l i c y  m a y  h a v e  a  l i m i t  o f  $ 5 , 0 0 0 . 0 0  p e r  
a c c i d e n t .  I n  a d d i t i o n ,  t h e s e  p e o p l e  a r e  f r e q u e n t l y  u n a b l e  t o  w o r k  
f o r  a  l o n g  t i m e  a s  a  r e s u l t  o f  t h e i r  i n j u r i e s .  A s  a  r e s u l t ,  t h e  
s t a t e  e n d s  u p  p i c k i n g  u p  m a n y  o f  t h e s e  e x p e n s e s  t h r o u g h  
M e d i c a r e / M e d i c a i d  o r  b y  s o m e  f o r m  o f  w e l f a r e ,  d i s a b i l i t y  p a y m e n t s  
o r  o t h e r  s u p p o r t .  I n d i r e c t l y ,  s u c h  u n i n s u r e d  a c c i d e n t s  r e s u l t  i n  
c o s t s  t o  t h e  s t a t e  a r i s i n g  f r o m  l o s s e s  t o  m e d i c a l  i n s u r a n c e  
c o m p a n i e s  a n d  t h e  l i k e .  I  t h i n k  t h a t  i t  i s  a  v e r y  p o o r  i d e a  t o  
a l l o w  t h e  l e a s t  r e s p o n s i b l e  m e m b e r s  o f  o u r  s o c i e t y  t o  r o a m  t h e  
s t r e e t s  w i t h o u t  a t  l e a s t  s o m e  s o r t  o f  i n s u r a n c e .  O t h e r w i s e ,  t h e  
a p p a r e n t  r i g h t s  o f  t h e  v i c t i m s  t e n d  t o  b e  l o s t  a s  a  p r a c t i c a l
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m a t t e r .  M e d i c a l  b i l l s  a n d  l o s t  w a g e s  n e e d e d  f o r  l i v i n g  e x p e n s e s  
j u s t  d o n ' t  g e t  p a i d  b e c a u s e  t h e r e  i s  s o m e  l a w  o n  t h e  b o o k s  t h a t  
s a y s  t h a t  a n  i r r e s p o n s i b l e  p e r s o n  " s h a l l  b e  r e s p o n s i b l e "  f o r  
m e d i c a l  a n d  w a g e  p a y m e n t s  t o  h i s  v i c t i m  w h e n  h e  l i k e l y  h a s  n o  
s i g n i f i c a n t  a s s e t s .  I f  s u e d ,  t h a t  s o r t  o f  p e r s o n  c a n  s i m p l y  
d e c l a r e  b a n k r u p t c y ,  s h i f t i n g  t h e  b u r d e n  o f  h i s  o w n  n e g l i g e n c e  t o  
t h e  v i c t i m  a n d  t o  t h e  s t a t e .  T h a t ' s  n o t  f a i r .  T h e  s t a t e ' s  p r i o r  
s y s t e m  o f  m a n d a t o r y  i n s u r a n c e  w a s  n o t  p e r f e c t  b u t  i t  w a s  a t  l e a s t  
a  m i n i m a l  s t a r t  t o w a r d  p r o t e c t i n g  t h e  i n t e r e s t s  o f  b o t h  t h e  
i n n o c e n t  i n j u r e d  p a r t y  a n d  o f  t h e  s t a t e .  I  w o u l d  u r g e  y o u  t o  
p r o v i d e  f o r  t h e  p r o m p t  r e i n s t a t e m e n t  o f  t h i s  p r o g r a m .

J o s e p h  L .  K a s h i  
A t t o r n e y  a t  L a w

J L K / m p
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S e n a t o r  D i c k  E l i a s o n  
A l a s k a  S t n t e  C a p i t o l  

J u n e a u ,  A l a s k a

D e a r  D i c k :

T o u g h  w i n t e r  h e r e .  R e c o r d  J a n u a r y  s n o w f a l l  —  1 1 4  ir.ciies, D o w n  
to m i n u s  17 two r i t e s  r e c e n t l y .

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

Be a d v i s e d  t h a t  if t h e  b i l l  p a s s e s  r e q u i r i n g  P n  a n d  P D  i n s u r a n c e  
o n  my v e h i c l e s ,  i t  v/ill p r o b a b l y  p u t  m e  o u t  o f  b u s i n e s s .  W h a t  w i l l  
I d o  w i t h  55 u n i t s  i n  a s m a l l  c o m m u n i t y  l i k e  Y a k u t a t ?

T h e r e  is a b s o l u t e l y  no i n s u r a n c e  a v a i l a b l e  f o r  s m a l l  c a r  r e r t a l  
c o m p a n i e s ,  iwy l a s t  p o l i c y  c o s t  $ 1 1 , 0 0 0  a n n u a l l y .  I f  it w e r e  
a v a i l a b l e  it w o u l d  be ir. t n e  ^ 5 0 , 0 0 0  a n n u a l  r a n g e ,  b u t  is n o t  
a v a i l a b l e  a n , w h e r e ,  I h a v e  t r i e d .  W i t h  ar. a r i u a l  g r o s s  i n c o m e  in 
t h e  $ 9 0 , 0 0 0  r a n g e ,  w e  a r e  v e r y  l i m i t e d  i n  o u r  a b i l i t y  to t - k e  o n  

p r o g r a m s ( t h a t  l a r g e  r e n t a l  c o m p a n i e s  c a n .

T h e  o n l y  p o s s i b l e  f u t u r e  f o r  m e  w o u l d  b e  to try s e c u r i n g  a  f r a n c n i s e  
w i t h  s o m e o n e  l i k e  R e n t - a - D e i . t . T h e i r  f e e s  w o u l d  r a n g e  i n  t h e  $25 ,000 

a n n u a l  r a n g e .

M o s t  o f  o u r  c u s t o m e r s  h a v e  th_- i r  o w n  c o v e r a g e s  f o r  r e n t a l  c a r s .
A l t h o  w e  k e e p  c a r s  a v a i l a b l e  a l l  y e a r  a r o u n d ,  w e  a c t u a l l y  a r e  
b u s y  o n l y  5 m o n t h s  o f  t h e  y e a  r. D u r i n g  J a n u a r y  w e  o n l y  r e n t e d  or.e 

c ? r f o r  o n e  d a y .

If I c a n  p r o v i d e  y o u  w i t h  m o r e  b a c k u p  i n f o ,  y o u  car. c o n t a c t  m e  

by p h o n e  ir t h e  e v e n i n g s  a t  9 0 7 - 7 6 4  3 4 2 5

Ivi. R . / y K o r o c h
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W A S H I N G T O N  
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C o l o r a d o
I d a h o  
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O r e g o n  2 . 8
M o n t a n a  - 0 . 7

West Average 8.2

50 State Average 53

SOURCE: InloWflSl

new, more powerful 80286 microprocessors 
to .old personal computers, giving the older 
machines more speed and memory and allow­
ing them to run the new OS/2 operating 
tern. Microsoft was the first to offer 
product, but similar technology is now avail­
able from other vendors, and the company’s 
profit margins arc likely to

Bureaucrat Bulge
(Percent change in government 

employment, 1980-87)

State Percent Nation

W y o m i n g  3 1 . 7
A la s k a ^  C 2 5 . 5 /
A r iz o n a  1 9 . 1
U t a h  1 4 . 3 N O  S U R P R I S E S

Thera's only one thing more frustrating than having computer breakdowns 
when you're busy...it's finding out that repairs on your equipment were improp­
erly done...or not done at all!

That's why PC FIXX not only guarantees the work on your equipment to 
be right the first time, we'll also have you up and running within 8 hours...OR 
YOU DON’T PAY.

In addition to expert repair and maintenance for IBM, Compaq, Apple 
Computers and clones, PC FIXX offers FREE pick-up and delivery, and if a 
loaner machine is needed, it's at no charge.

Surprises are fine for birthday parties, but they’re not so good when they 
involve your computer system.

If you're a downtown Seattle business who's had a few unexpected prob­
lems with your computers, call PC FIXX. You'll be pleased. You may even be 
delighted. But you won't be surprised.
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W eekends/Holidays

per person plus tax’ 

M idw eek

person plus tax*
Packa^-Includes

Room Accom mocfetions 
Complimentary Breakfast 

eDay Lift Pass at Mission Ki

be in the mail

A m e n i t i e s  /

R o o fto p  Restaurant and  Firesjde Lo u n g e  
L iv e  M usic 

Indoor Pool a nd ja cuzz i 
Sk i Storage

or 509-662-1234 
201 N orth  W enatchee Ave. 

W enatchee, W ashington 98801
*based on double occupancy fcrnight 

special rates for additional guests.up to four per rol

lining [jvr) is a felony. No one seems to be 
concerned that sodomy is classiTted as ‘ 
'mental illness’ under our laws yet our 
schools ure treating it as ‘an alternative 
lifestyle,' the solution being to dispense 
free condoms in our schools, public 
health clinics, tmd in some churches. A 
serious equal^rfotcction issue comes to 
mind on UfoTrec needles. Those that have 
to pay for them for legal use are being 
discriminated against.”

faybc the much-maligned state judi- 
fary conduct commission should have 
been looking into judicial qualifications 
after all.

The votes will

Conte March 14, neafly 100,000 residents 
of unincorporated King County will 
decide wTfcrtwuhoy want to form their 
own cities. TIiree/bigTTttrn'peMtion elec­
tions—  Federal Way, Woodinville, and 
Sea-Tac (the arya bounded by 1-5 and 
Highway 509 tjouth of Uuricn)— arc 
scheduled for/the same day. Instead of 
casting votes at voting booths, every reg­
istered voter living in those three areas 

oyill receive a mail-in ballot. Under a rao- 
th*n passed unanimously by the King 
County Council in December, every in­
corporation election and annexation will, 
from novSqn, be conducted by mail-in 
voting.

SupposcdIy,hhe cost of conducting the 
vote-by-mail elechons is about the same 
as opening polls. The council reasons that 
mail-in ballots will increase voter partici­
pation, since turnout at Special incorpoia- 
tions tends to be low. The 35 mail-in elec­
tions (almost all concerning property lev­
ies) that have taken place in other counties 
around the state have had votcrparticipa- 
tion rates of higher than 50 percent. The 
proponents of incorporations, however, 
aren’t pleased with the council’s new di­
rective. “ Getting out the vote is a Mom-
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Background Information on Insurance topics lor the news media 
Published by the Public Relations Department ot the State Farm Insurance Companies 

One State Farm Plaza, Bloomington, Illinois 61710.. .Phone (309) 766-2625

S h o u l d  A u t o  L i a b i l i t y  I n s u r a n c e  

B e  R e q u i r e d  B y  L a w ?

It's become part of the folklore of our motorized society: A  responsible citizen is driving down the 

street when an aging clunker roars past a stop sign and slams into Mr. Citizen's car, sending it to the 

junkyard and its owner to the hospital. The driver of the clunker hrs no assets, little income, and— of 

course— no liability insurance.

Stories about uninsured drivers usually bring expressions of outrage from listeners, along with com­

ments like: "There oughta be a law!" In most states there aj-e laws that make it a crime to drive without 

liability insurance. This type of law has been on the books more than 60 years in Massachusetts and more 

than 20 years in New York and North Carolina. Whether these laws are in the best interest of the public, 

however, is a subject of great controversy.

No one doubts that uninsured drivers are a widespread problem in the United States. The actual 

number of these drivers is not known, however, and estimates vary considerably. Many observers would 

agree that somewhere around 20 percent of the automobiles on the road are not covered by liability in­

surance, with the percentage differing sharply from one state to another. There are indications that the 

number has been growing recently, perhaps because inflation is putting a squeeze on the pocketbooks of 

more car owners, who gamble on not having an accident rather than paying the price of insurance.

Historical Background

Uninsured motorists weren’t a serious problem during the first decades of the automobile. The new 

motor cars were playthings of the affluent, who had the assets to pay for any harm caused by their 

negligence. By 1920, car ownership had spread to many low-income families with little property that 

could be seized to pay for damages they caused in accidents. Liability insurance seemed to offer the only 

solution to this problem.

As early as 1919, proposals were made in Massachusetts for a law requiring all drivers to carry 

liability insurance. By 1925, compulsory insurance bills were introduced in half of the nation's state 

legislatures. Massachusetts enacted a compulsory bodily injury liability insurance law that took effect in 

1927.

R ev lied  S ep te m b e r  I9 M  S ince  e v e n u  m o v e  te p id ly , y o u  m iy  w in !  lo  ch e ck  lo  t e e  II th e  In lo rm tt lo n  U i t 'l l  c u r r e n l - p e r t l c u l i r ly .  II y o u 're  u i l n |  th l i  u  t
reference sometime liter the dite ol revision. Cell the number ibove.



2 • Should Auto Liability Insurance Be Required By Law?

Most states, however, took a different approach to the problem. A  proposal for a financial respon­

sibility law had been Included in the Uniform Vehicle Code adopted in 1924 by the National Conference on 

Street and Highway Safety, Instead of requiring all drivers to carry liability insurance, this proposal would 

require motorists who were in an accident to show that they had the financial means to compensate their 

future victims. In practice, most drivers could demonstrate the required financial means only by carrying 

a liability insurance policy. In 1928 the American Automobile Association issued a model financial respon­

sibility bill, which was endorsed by many insurance companies and other groups. Instead of taking the 

compulsory Insurance route, the other states enacted financial responsibility laws.

Three decades passed before another state followed Massachusetts’ lead. In 1956 a compulsory in­

surance system was established in New York and in 1957 North Carolina became the third state with a 

compulsory system,

Today some 39 states have compulsory liability insurance laws. Many of these laws were passed in 

the 1970s as part of some type of no-fault package; many legal authorities believed no-fault laws would 

have a stronger constitutional footing if they compelled motorists to buy auto insurance.

H o w  Are Compulsory Insurance Laws Designed to Operate?

Compulsory insurance laws provide that driving a car without the required amount of liability in­

surance is a criminal offense— a misdemeanor, like battery or driving while intoxicated. In theory, convic­

tion of violating the law can result in a fine or even a jail sentence in many states, although in reality jail 

sentences are extremely rare.

Some compulsory insurance laws require motorists to show evidence of insurance to public 

authorities at least once a year before their vehicles can be registered and license tags issued. Usually the 

proof of insurance is in the form of an identification card or sticker from the insurance company. Most 

compulsory states use a self-ccrtification procedure in which motorists are required to sign affidavits at­

testing that they have, and will maintain, liability insurance coverage. The state may verify a random 

sample of these affidavits with the insurance companies that issued the policies.

But either system causes problems. Even though a motorist has liability insurance when he gets his 

license plates, he can still drop the coverage later. In an attempt to prevent this, some compulsory laws 

require insurance companies to send a notice to state regulatory authorities when a policy is cancelled or 

not renewed. The state then sends a notice to the motorist asking for an explanation of the cancellation.

If the motorist doesn’t respond within the required time, the state sends a notice suspending his license 

after a certain date. Failure of the motorist to respond by the effective date causes his license tags to be 

subject to seizure by any police officer. In theory, a state police officer will be sent to pick up the tags. In 

practice, because of manpower shortages, tags ire seized in most states only when the motorist commits 

other traffic offenses that bring him to the attention of the police.

Compulsory insurance laws usually provide harsher penalties for uninsured motorists found to be at 

fault in an accident and lor motorists who drive alter their licenses are suspended.

I
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Arguments For Compulsory Insurance Lows

Advocates of compulsory liability laws base their case on the concepts of fairness and justice. Their 

attitude is rooted in traditional tort liability legal doctrine, which holds a person financially responsible for 

any harm that his negligence may cause to others. Since liability insurance offers the only practical way 

for most drivers to pay compensation, advocates of compulsory Insurance believe the state should force 

motorists to buy liability coverage by making it a criminal offense to drive without it.

Proponents of compulsory insurance argue that it is unfair to expect people to pay for uninsured 

motorist coverage to protect themselves from irresponsible drivers who are at fault In accidents. They 

also point out that a portion of the collision coverage on automobiles goes to pay for vehicle damage 

caused by uninsured drivers. On a national average, each insured driver may be paying somewhere 

around $20 a year to protect himself from uninsured motorists. If these uninsured motorists are compelled 

to buy liability coverage, proponents say, responsible drivers won't have to pay that extra money.

Arguments Against Compulsory Insurance Laws

Those who oppose compulsory liability insurance laws tend to base their opposition on pragmatic 

grounds, although they may also use ethical or philosophical arguments.

Opponents’ main arguments are that compulsory insurance laws: (1) can't be enforced well enough 

to remove uninsured drivers from the roads, (2) are costly to administer, and (3) increase insurance 

premiums for responsible drivers. Many opponents of compulsory insurance also argue that the state has 

no right to force low-income motorists, who have no assets to protect, to buy liability insurance merely for 

the benefit of more affluent drivers.

Compulsory Laws Don’t Work

The core of the case against compulsory insurance laws is the argument that they simply don't work, 

that they don’t compel motorists to buy insurance. These laws are hard to enforce because of the nature 

of liability insurance itself. Liability coverage is designed to protect the policyholder from losing his assets 

and income if he causes an accident that harms someone. Drivers with no property, no savings, and little 

income have nothing to lose in a lawsuit. They have no economic incentive to buy liability insurance.

"They perceive the liability insurance policy as taking care of other people," Dr. John W. Hall, chair­

man of the insurance department at Georgia State University, reported to the South Carolina Joint 

Legislative Automobile Liability Insurance Study Committee in 1979. "The compulsory liability insurance 

system forces these people to pay high premiums relative to their own income for benefits for others when 

they cannot themselves afford adequate benefits to cover their own losses."

Critics of compulsory laws maintain that the compulsory insurance states, faced with determined 

resistance by drivers who neither need nor want liability insurance, have failed in their efforts to enforce 

the laws. As proof, they point to the experiences of the three states that have had compulsory laws the 

longest and have made the strongest efforts to enforce them.
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Massachusetts, the first state to enact a compulsory insurance law, watched its auto insurance rates 

climb until they became the highest in the nation. In 1968, Gov. John Volpe told the Massachusetts 

legislature that “the people of the commonwealth have lost confidence in our compulsory automobile in­

surance system." After over half a century of compulsory insurance, the number of uninsured vehicles in 

Massachusetts still presents a serious problem.

New York adopted a compulsory liability insurance law in 1956. In 1963, a study by the University 

of Michigan found that there were twice as many uninsured drivers in New York as there were before the 

compulsory law was passed. A  1978 study found that 6.5 percent of a sample of 9,345 cars were unin­

sured.

The New York Daily News studied the state's compulsory insurance system in 1963 and reported: 

"The compulsory insurance law.. .(has) failed miserably to achieve its aims. Insurance companies despise 

it, the Motor Vehicles Department is suffering with it, the district attorneys won't prosecute on it and 

police departments don't enforce it.. .as far as News reporters could determine, no uninsured driver has 

ever been sent to jail, no matter what human or property damage he has caused "

Even in North Carolina, the state regarded by many observers to have done the most effective job of 

enforcing compulsory liability insurance, many vehicles are still uninsured after many years of well financed 

and highly sophisticated enforcement efforts.

The most damning proof that compulsory liability laws don't work, opponents maintain, is the fact 

that all the compulsory states require insurers to offer uninsured motorist coverage and that most drivers 

buy it. Drivers in compulsory states are carrying a double burden: paying the premiums for uninsured 

motorist coverage and also bearing the cost of trying to enforce the compulsory insurance law.

Drivers who don't want to buy liability insurance find it easy to evade compulsory insurance laws.

Probably the most common technique of evading compulsory laws is called insurance dodging. The 

motorist goes to an insurance agent and applies for liability coverage in order to get an insurance iden­

tification card. The motorist uses the card to get his license tag, but then either cancels the coverage or 

fails to pay the balance of the premium. Although in some states the insurance company must send a 

notice to the proper state agency that the driver’s coverage has lapsed, much times goes by before the 

overworked state bureaucracy gets around to taking any action. Even then the police, who must give 

priority to more serious crimes, don't have enough manpower to send officers out to confiscate the license 

tags.

Even if they are prosecuted and convicted of violating the compulsory law, insurance dodgers have 

little to fear. Judges, who deal with an endless stream of more serious offenders, are very lenient with 

someone who does nothing worse than refuse to buy insurance. In short, insurance dodgers face little 

risk.
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Compulsory Laws Arc Costly

The second major argument made by opponents of compulsory laws Is that they are too costly to ad­

minister. Proper enforcement of these laws would require a large state bureaucracy, an extensive data 

processing system, and enough state police officers to go out and confiscate the license tags of uninsured 

drivers. No state has been willing or able to spend the vast amount of money that would be required for 

this kind of enforcement program.

Of all the states with compulsory laws, North Carolina has carried out the most extensive and effec­

tive enforcement program. The program is supervised by the Department of Motor Vehicles at a cost of 

about $1.3 million a year. All of the record keeping and forms preparation is done by a sophisticated com­

puter system provided by the state Department of Transportation at an annual cost of about $1.6 million. 

The Department of Public Safety employs 50 state police officers to confiscate about 19,000 sets of license 

plates a year at an annual cost of more than half a million dollars.

After New York passed its compulsory law, the cost of enforcement rose to more than $7 million a 

year. Ii. an effort to cut these high costs, New York went to a self-certification program in 1974. This 

simplified procedure shaved about $3 million off the cost.

South Carolina, with a much smaller population than New York, reported that it spent $1.3 million in 

the fiscal year ending April 30, 1979, to enforce its compulsory law.

The magazine National Undenvriter reported in 1979 that enforcement of Pennsylvania's compulsory 

insurance law was "bogged down in a bureaucratic morass” in the Department of Transportation because 

of "poverty and lack of staff to administer the program." A  department official said 40,000 notices of 

cancellation or lapses poured into the department every month and declared: "We'll never be current." 

Today, however, Pennsylvania requires cancellation notices only during the first six months of the policy 

and the department is quite current.

The California Department of Motor Vehicles, after studying California’s compulsory insurance law in 

1976, reported that “if all social costs associated with this program are considered, this program is almost 

certainly a social liability from the cost-benefit standpoint." The department found that "less than one-half 

of one percent of the drivers in California are financially responsible as a consequence of this program."

Higher Rates For Responsible Drivers

Opponents of compulsory insurance laws argue that these laws cause insurance premiums to go up 

for responsible drivers.

Part of this increase comes from the higher operating costs of insurance companies, which must 

issue identification cards or stickers to all their policyholders and may have to notify the state every time a 

customer fails to renew, or cancels, a policy or doesn't pay the balance of his premium.

But most of the increase, opponents maintain, results from the higher accident rates among many of 

the formerly uninsured drivers who are forced to buy insurance.
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"Insurers that provide insurance to the overwhelming majority ol sale and responsible drivers," said 

Dr. Hall, "are forced to Include high-risk drivers among their insureds. As these high-risk drivers incur , 

losses, the rating structure will be affected and the overall rates must rise."

Massachusetts adopted compulsory insurance in 1927. By 1938, Its claim frequency per thousand In­

sured vehicles had increased 33 percent— while the countrywiae frequency declined 21 percent.

Massachusetts Gov. Volpe attributed much of his state's high insurance cost to its compulsory law In 

1968 when he reported: "The personal injury claims frequency In the commonwealth is 1.8 times that of 

the next highest state (which also happens to be a compulsory state), and twice the national average. This 

claims frequency may be directly related to our high insurance costs and also supports the conclusion that 

under our compulsory system, Massachusetts motorists have become more claims conscious than those in 

other states."

Alternatives to Compulsory Insurance

Those who oppose compulsory liability insurance laws offer two alternatives: (1) strong financial 

responsibility laws and (2) insurance coverages that motorists can buy to protect themselves from losses 

caused by uninsured drivers.

Financial responsibility laws have been in use since the 1920s. These laws do not require insurance 

before cars can be licensed and they do not make it a criminal offense to drive without insurance. When 

motorists are involved in an accident (generally one resulting in bodily injury or in more than a specified 

amount of property damage), financial responsibility laws require them to show proof that they will be 

able to pay damages that might be awarded to other accident victims. Generally, they can do this with a 

liability insurance policy providing minimum required benefit limits, by posting a bond for the same 

amount, or by depositing cash or securities in that amount. Failure to do one of these leads to suspension 

of licenses of at-fault drivers for a certain length of time.

Opponents of compulsory insurance see several advantages in financial responsibility laws. They are 

aimed only at drivers who cause accidents, not at every driver in the state. As a result, the cost of en­

forcement is greatly reduced, insurance company operating costs are cut, and the great majority of respon­

sible motorists are not subjected to the state's efforts to enforce compulsory insurance. The pressure is 

removed from those who can’t afford to buy insurance and those who have no need for liability coverage.

Opponents maintain that a well-administered financial responsibility law is just as effective as a com­

pulsory law— at a fraction of the cost. Virginia, generally regarded as having one of the most effective 

financial responsibility systems, is estimated to have about the same percentage of its cars insured as 

neighboring North Carolina, with the nation's best-enforced compulsory law.

Since neither compulsory laws nor financial responsibility laws can remove all uninsured drivers 

from the road, those who oppose compulsory laws recommend that motorists buy their own insurance 

coverage to protect themselves from irresponsible drivers.
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Uninsured motorist coverage has long been available in every state. Often it can be purchased with 

limits as high as the liability limits carried by the driver. When the driver is In an accident with an unin­

sured motorist, his own insurance company will pay him damages that the uninsured driver is legally 

obligated to pay.

Underlnsurcd motorist coverage is now available in most states. This new coverage comes Into play 

if the policyholder is Injured by an at-fault driver who is insured, but has limits of liability coverage that 

are inadequate.

Uninsured motorist coverage in many states does not provide protection for damage to property, in 

those states, of course, motorists can still protect their vehicles by buying collision coverage.

In states with no-fault laws, personal injury protection coverage is provided to nil insured drivers. 

This coverage reimburses policyholders for their own medical expenses and lost wages without regard to 

fault. In states without no-fault laws, medical payments coverage is available. A  loss-of-income coverage 

is also available from auto insurers.

Opponents of compulsory laws argue that it’s better to let affluent drivers provide their own in­

surance protection rather than try to force drivers without assets to buy liability coverage they don't need 

and can't afford. This approach, they believe, is less costly than the financial burden of trying to enforce a 

compulsory law, plus paying the higher premiums that result from compulsory laws.

Conclusion

It seems clear that no state has been able to solve the problem of uninsured drivers with a com­

pulsory insurance law. Even the best-enforced compulsory laws have been no more successful at remov­

ing uninsured drivers than good financial responsibility laws. In a free society, it is impossible to force 

large numbers of people to buy something they don't need and can't afford. No state government is will­

ing or able to take the steps that would be necessary to fully enforce a compulsory liability insurance law.

Since compulsory laws are no more effective than financial responsibility laws, there seems to be no 

point in spending vast amounts of money and harassing millions of motorists in futile attempts to enforce 

them.

For responsible motorists, the more practical route is to look after their own protection, rather than 

relying on unenforceable laws. Protection is readily available at moderate cost in the form of uninsured 

and underinsured motorist coverage, medical payments coverage, and loss-of-income coverage. In no-fault 

states, personal injury protection coverage offers even greater protection.

\



C o m p u l s o r y  A u t o  

I n s u r a n c e
D o e s  I t  W o r k ?

"The compulsory liability insurance system is ex­
pensive to enforce, with only minimal Increase in 
the percentage of drivers who are insured"

.South Carolina Legislative Insurance Study 
Committee Report.

"The law is a farce". . .Louisiana Insurance Com­
missioner Sherman Bernard.

". . .almost certainly a social liability from a cost- 

benefit standpoint. . . .less than one-half of 

one percent of the drivers in California are 
financially responsible as a consequence of 

this program". . .California Department o f Motor 
Vehicles program analysis.

"Pennsylvania's mandatory no^fault insurance 
law is bogged down in a bureaucratic morass 

. . .from 800,000 to 2 million motorists are able 

to get their licenses without having insurance or 

cancel It once the registration is issued"
. . .national Underwriter

"In order for the act to be properly enforced, 28 

commissioned South Carolina highway patrol­
m e n  have been assigned solely to financial 

responsibility enforcement.. .the cost of ad­

ministration and enforcement.. .for the current 

fiscal year. . .approximately $1,308,000".. .South 
Carolina Financial Responsibility Administrator Fred 
Sojourner.

"The compulsory insurance lav;. , .(has) failed 

miserably to achieve its aims". . .new York Dally 
news.



‘F a i l e d  m i s e r a b l y . .

N e w  Y o r k  t h e n . .

Excerpts from a N e w  York Dally N e w s series done six years after the state had put a com­
pulsory Insurance law on the books. Although It appeared some time ago (1963) It 
demonstrates how dismally the system was working:

"The compulsory Insurance law.. .(has) failed miserably to achieve Its alms.
Insurance companies despise It, the Motor Vehicles Department: Is suffering 
with it, the district attorneys won’t prosecute on It and police departments don’t 
enforce I t . . .as far as N e w s reporters could determine, no uninsured driver has 
ever been sent to jail, no matter what human or property damage he has 
caused.. .the best official estimate of just how many deadbeats are menacing 
our streets and highways at this very moment.. .puts the figure at 226,000."

N e w  Y o r k  n o w . .

Time apparently has not improved that condition. A study was ordered In 1978 for the New 
York Department of Motor Vehicles on the uninsured motorist problem In the state. In a spot 
check of just over 9,000 vehicles, 606 were discovered to be uninsured. That percentage, pro­
jected on total vehicles registered in the state (7,556,000) would Indicate that there could be 
491,000 uninsured cars on the road in New York.

. .  . M e a n w h i l e ,  b a c k  i n  M i c h i g a n

Another 1978 survey for the Michigan Department of State on compliance with the state's com 
pulsory no-fault insurance law turned up similar results. Of 1,000 cars sampled, 116 were 
proven uninsured and owners of another 43 were listed as "uncooperative” to the extent that 
no determination could be made. With 4.5 million passenger cars registered In Michigan at 
that time, the projection of that percentage gets the potential uninsured total to well over the 
half-million mark.



‘ B o g g e d  d o w n  i n  a  b u r e a u c r a t i c  m o r a s s ’

Excerpts (rom a National Underwriter story, March 16,1970:

\

"Enforcement of Pennsylvania’s mandatory no-fault 
Insurance law Is boggod down In a bureaucratic morass 
In the automobile licensing agency— the Pennsylvania 
Department of Transportation.. .the Insurance Federa­
tion of Pennsylvania estimated that bocause of gaping 
loopholes In enforcement, from 600,000 to 2,000,000 
motorists are able to got their licenses without having In­
surance or cancel It once the registration Is Issued.

. .Reports of cancellations are sent to Penn DOT but 
the agency pleads poverty and lack of staff lo administer 
the program.. .Robert Mustln, assistant director of tho 
traffic safety bureau, said the 40,000 notices that come 
In from companies oach month on cancellations or 
lapses are just too much for '.ne staff to handle. 'We'll 
never be current,' he declares '

2 8  P a t r o l m e n ,  $ 1 . 3  m i l l i o n  =  7 6 , 0 0 0  u n i n s u r e d

Excerpts from remarks by Fred E. Sojourner, financial responsibility administrator, Motor Vehicle 
Division, South Carolina Department of Highways, at the Amorlcsn Association of Motor Vehicle 
Administrators conference in Clearwater Beach, Fla., June 19,1979:

"In order for the act to be properly enforced, 26 commissioned South Carolina 
Highway Patrolmen have been assigned solely to financial responslbllty 
enforcement.,.

"Since enactment of the compulsory law In October of 1974, the estimated 
percentage of uninsured motor vehicles on South Carolina's highways has 
fallen.. .to approximately 4.4 percent.

"The cost for the administration and enforcement of the South Carolina Motor 
Vehicle Financial Responsibility Act and the South Carolina Automobile 
Reparation Reform Act for the current fiscal year through April 30,1979, has totaled 
approximately S1,308,000."

(Editor*! Not*: Th« 4.4 ptre*nl unlniund motortil titlmd* b«eom*i about 78,000 molortita driving without Iniunnc* wh«n applkd to 
•*hlel*i r*glil*r*d In South Carolina.)

.  . Y o u  c a n ’ t  l e g i s l a t e  r e s p o n s i b i l i t y ’

Excerpts from the Lexington, Ky., Leader, Sept. 12, 1979:

"This week marks the first anniversary of a state law 
that was aimed at reducing uninsured auto Injuries and 
deaths— the Kentucky Insurance sticker law.. .accord­
ing to numbers supplied by detectives assigned to the 
police department’s hit-and-run unit, more than half of 
the drivers In Lexington’s fatal accidents through 
August had no Insurance.

",. .State Rep. Bobby Richardson, D-Glasgow, majori­

ty leader and legislator who sponsored the bill in last 
year’s Kentucky General Assembly, contends the law is 
directly responsible for ‘Improving the automobllo 
coverage rate In Kentucky.' But Fayette County's 
statistics of death Involving uninsured drivers stand In 
silence alongside those conflicting claims. .. .State 
Police Lt. Ernest Blevins offered the theory of the unin­
sured driven "You Just can't legislate responsibility."



N o t  i n  c o n s u m e r ’ s  b e s t  i n t e r e s t

Excerpts Irom test im ony  of Dr. J o h n  W .  H a l l ,  c h a irm an ,  In surance  Departm ent ,  G e o r g ia  state  University, before F i n a n ­
cia l R e s p o n s ib i l i t y  S u b c o m m it t e e  of T e n n e s s e e 's  S e n a t e  C o m m e r c e  a n d  L a b o r  C o m m lt t o e ,  Sept .  23, 10 8 1 :

" , . .There Is substantial evidence that law enforcement efforts typically fall to assure com­
pliance !n etat8S where affordability of Insurance Is of major concern. The cost of administer­
ing such a program effectively Is great, with disappointing increases In the number of drivers 
Insured.
"The enactment of compulsory liability Insurance statutes.. .was, In my opinion, not In the 
best Interest of the consumer.

"It Is my opinion.. .that low hazard drivers will eventually pay more under compulsory liability 
than under the present (non-compulsory) system, perhaps substantially more.
"In my opinion, most drivers would be better off financially under the present system, with the 
option to purchase uninsured and underinsured motorist coverages equal to their own policy 
limits, for additional premiums,. .(T)he additional premiums for these options will be less than 
the added cost of liability Insurance where It Is compulsory."

9 5  p e r c e n t  o f  w a r n i n g s  w e r e  w r o n g ,  

s a y s  W e s t  V i r g i n i a  D M V

Excerpts from Associated Press story, F e b .  3 , 1 9 8 2 ,  date l in e d  C h ar le s ton ,  W .  Va. :

(Wost V irgin ia)  Motor V e h ic le s  C o m m is s io n e r  V irg in ia  
Roberts sa id  W e d n e s d a y  that her off ice has  be e n  forced 
to m a l l  196 ,000 w arnings to drivers that their Insurance  
is ab o u t  to expire, a n d  that a lm ost  all of  the warnings  
were wrong.

Mrs. Roberts sa id  her departm ent h as  be e n  s n o w e d  
under  by paperwork, a n d  that her off ice  now look s  like 
"the b ig gest  ant h i l l  In  Ch ar le s ton ."

S h e  sa id  that s in c e  O c tob e r ,  w h e n  the law took effect, 
the D M V  (Departm ent of  Motor V eh ic le s )  ha3 m a i le d  
196,000 no t ices  but "95 percent were to p e o p le  w ho

never had  their In surance  terminated, but pa id  late."
In  a d d it io n ,  Mrs. Roberts  s a id ,  state p o l ic e  have b e e n  

ask ed  to conf iscate  2,584 driver's l ic e n s e s  from p e o p le  
w h o ,  acc o r d in g  to D M V  records, have failed to renew 
their Insurance .  But o n c e  a g a in ,  95  percent of those 
p o l ic ie s  probab ly  have be e n  brought  u p  to date, s h e  
sa id .

T h e  a d d it io n a l  paper  work h e a p e d  o n  the D M V  has 
forced the a g e n c y  to seek  m ore off ice s p ace ,  w h ich  will 
cost $94,000 a year to rent, s h e  sa id .

‘B i g g e s t  m i s t a k e  I’v e  m a d e s a y s  l e g i s l a t o r

Excerpt from Associated Press story, F e b .  3 , 1 9 8 2 ,  date l in e d  C h ar le s ton ,  W .  V a , :

Delegate William Carmichael, R-Jackson (W. Va.), confessed that he voted for the (compulsory 
Insurance) law last year but called that decision "the biggest mistaks I’ve made since I’ve been 
In the House of Delegates for eight years.”

1P e o p l e  a r e  u p s e t  o u t  t h e r e 9

Excerpt from Charleston (W. Va.) Dally Mall, F e b .  3 , 1 9 8 2 :

Delegate George Farley, D-Wood, also an insurance agent, said: "I don’t remember anything 
this Legislature has ever passed that has upset the citizens of this state as much as this 
(compulsory insurance) law has.. .I've been close to fist fights at times. My only out is to tell 
them I didn't vote for It. People are upset out there."

C l i p p in g s  a s s e m b le d  by P u b l ic  R e la t io n e  Departm ent , State Farm In su rance  C o m p a n ie s  
H o m e  O ff ic e s :  B lo o m in g t o n ,  I l l in o is



. . T h e  l a w  i s  a  f a r c e ’

ExcerpU from a National Undamrltar story, Jan. 5, 1970:

Tho (Louisiana) law wac not put Into effect until July 
1,1976. The Office of Motor Vehicles was allocatod $1.2 
million for the 1978-79 fiscal year to onforce the law. 
Beginning In January, 1979,16 special officers will begin 
picking up licenses of offenders, another 10 officers 
were expected to be In the field by March and their full­
time |ob will be following up revocation notices. Leroy 
Havard, assistant secretary of slate, estimated there Is

about 83 to 84 percent compliance with the liability law." 
» • • • •

Louisiana Insurance Commissioner Sherman Bernard 
commented on the law later In the article: "I honestly 
bellevo the law Is a farce. It has been forced on the peo­
ple. I don't believe It Is fair for a state to say you have to 
buy Insurance..."

‘M O R A L L Y  A N D  S O C I A L L Y  W R O N G ’

Excerpts from a report commissioned by the Joint Legislative Automobile Liability 
Insurance Study Committee, State of South Carolina. The report was prepared by 
Dr. John W. Hall, chairman, Insurance Department, Georgia Stale University.

"The compulsory liability Insurance system Is expensive to enforce, with 
only minimal Increase In the percentage of drivers who are insured.. .

"The system forces people to pay high premiums relative to their Income 
for benefits for others when they cannot themselves afford adequate 
benefits to cover their own loss.. .the more affluent.. .must carry relatively 
high liability Insurance limits for the benefit of others. At the same time, 
the less economically well-to-do will purchase the minimum benefits which 
are totally unsatisfactory.. .for these reasons It appears morally and 
socially wrong to require liability Insurance as a condition precedent to 
enjoying the privileges of automobile driving and ownership."



P r a c t i c a l l y  a n y o n e  w h o  c h o o s e s  t o  

d r i v e  w i t h o u t  i n s u r a n c e  c a n  d o  s o

The lead editorial from The Journal ol Commerce end Commercial, Nov. 20, 1901:

ON THE FACE OF IT, laws requiring automobllo 
ownera to carry liability Insurance— financial protection 
for others— seems to be the only route to follow.

However, closer examination of tho such legislation, 
which prevails In one form or another In some 30 states, 
leads to a number of questions and more often than not 
produces answers that do not support compulsory 
automobllo liability coverage.

While many laws are difficult to enforce, compulsory 
auto coverage, In many Instances, Is virtually Impossible 
to enforce.

Insurance Is designed to protect tho assnts ot prudent 
people. To fulfill that objective the Insured must (1) have 
assets to protect and (2) be prudent. Persons meeting 
those criteria Invariably voluntarily buy liability or third 
party automobile Insurance.

But there are those In our society who neither have 
assets nor are prudent. Yet often they own and operate 
cars. They nlmply do not Insure them— regardless 
of the law.

There are so many ways to circumvent compulsory 
auto coverage laws that for tho purposes of this com­
munity suffice to say that practically anyone who 
chooses to drive without Insurance, where the statute re­
quires It, can do so almost with Impunity.

With law enforcement agencies being prossed from 
every side to crack down on crimes of violence It Is most 
difficult to get the police or even the state's motor vehi­
cle departments Into high gear to chase uninsured 
motorists.

WHILE WE BELIEVE all motorists should be strongly 
encouraged to act as prudent people, which is akin to be­
ing In favor of country and motherhood, we do not see

how that Ideology can be enforced.
We would rather see broad first party coverages pro­

vided for the Insurance buying motorist and family. In 
this manner the prudent person can act to protect his 
own Interests and that of his family by having his own In­
surance company come In with coverage not carried by 
the other driver.

We also would look for a no-fault system with a 
realistic threshold and some type of uninsured 
motorists assessment, which probably would be easier 
to enforce and be less onerous for all Involved than com­
pulsory Insurance.

In our vlaw It Is unrealistic to expect a person without 
assets to spend as much as $1,000, or even more, to pro­
tect what he does not have. Rather, we think that the 
prudent motorist with something to lose should act to 
protect himself against the uninsured.

Simply stated, you can't legislate morality and, In our 
opinion, that Is what compulsory liability Insurance at­
tempts to do.

THE RESULT IS predictable. The Immoral or amoral 
Ignore or skirt the law but continue to drive while the 
bulk of the motoring public continue to pay the In­
surance bill.

For our part we think It's more economic and more In­
telligent to establish und support a system that provides 
a more realistic alternative.

Meanwhllo, we would rather see governmental 
authorities marshal more time and effort to clearing the 
highways of drunk and reckless drivers— areas we 
believe are far more sensitive and cry out much louder 
for police action than do matters of mandated insurance 
coverage.

M i s d i r e c t e d . . . i n e f f i c i e n t . . . i n e f f e c t i v e

Following Is the conclusion from the “ summary analysis of program effectiveness and efficien­
cy of the California Compulsory Financial Responsibility Program," conducted for the Califor­
nia Department of Motor Vehicles, December, 1976:

"From an overall standpoint, the Compulsory Financial Responsibility Program 
shows indications of being:

Misdirected.. .The program is punishment oriented rather than protection or 
prevention oriented.

Inefficient.. .If all social costs associated with this program are considered, this 
program is almost certainly a social liability from a cost-benefit standpoint.

Ineffective.. .Less than one-half of one percent of the drivers in California are 
financially responsible as a consequence of this program."
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i t t e e

A t t a c h e d  y o u  w i l l  f i n d  a c o p y  o f  a l e t t e r  f r o m  a n o t h e r  o n e  o f  
m y  c o n s t i t u e n t s  t h a t  h a s  e x p e r i e n c e s  a p r o b l e m  w i t h  o u r  
p r e s e n t  s y s t e m  o f  m o t o r  v e h i c l e  l a w s ,  a s  t h e y  r e l a t e  t o  a u t o  
i n s u r a n c e .

I s u g g e s t  t h a t  l e n g t h y  L a b o r  & C o m m e r c e  h e a r i n g s  b e  h e l d  t h i s  
i n t e r i m  t o  a d d r e s s  t h e  t e n  p o i n t s  r a i s e d  i n  A r l e e n  B u r g e s s 's 
a t t a c h e d  l e t t e r .

Y o u  w i l l  n o t e  t h a t  s e v e r a l  o f  t h e  i s s u e s  r a i s e d  i n  t h e  l e t t e r  
a l s o  h a v e  b e a r i n g  o n  J u d i c i a r y  C o m m i t t e e  w o r k .  T h e r e f o r e ,  I 
h a v e  a l s o  n o t i f i e d  S e n a t o r  F a i k s  o f  m y  c o n c e r n  i n  t h i s  a r e a .
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P U B L I C  D E F E N D E R  A G E N C Y

STEVE COWPER, G O V E R N O R

912 BARNETTE STREET 
SUITE 1
FAIRBANKS. ALASKA 99701-4510 
PHONE: (907) 452-1621

November 2, 1988

Bruce Geraghty

P.O. Box 55028 ;

North Pole, Alaska 99705

Dear Mr. Geraghty:

E a rlier today, w e  d i s c u s s e d  the problem Ms. Starr Tucker has encountered in 
attempting to secure a driver's license. Ms. T u c k e r  and I both a p p r e c i a t e  
your i n terest in her situation and y o u r  prompt response to her request for 
help.

In September of 1985, Ms. Tucker was involved in a motor vehicle accident; the 
other vehicle was driven by a gentleman named C l e v e  Davis, Jr. B e c a u s e  she 
d i d n ' t  ha v e  insurance, Ms. Tucker's l i c e n s e  was revoked for ninety days, 

pursuant to AS 28.22.240(a)(1), and she will be required to satisfy the SR-22 
insurance requirement described in AS 28.22.260(b) until January 1989. She 
understands these provisions and is fully prepared to comply w i t h  them. The 
p r o b l e m  relates to the additional r e q u i r e m e n t  of a security deposit which 
appears in AS 28.20.150. Under that provision, she must also post security in 
an a m ount s pecified by DMV in order to get her license back. Ms. Tucker has 
been, and continues to be, financially unable to satisfy that requirement.

As Mr. D e l a n e y  told me this morning, the obvious purpose of that requirement 

is to protect the other person involved in the accident? it is inapplicable in 
the event of exec u t i o n  of a release, AS 28.20.100, e n t r y  of judgment, AS 
28.20.110, or settlement of the claim, A S  28.20.120. Ms. T u c k e r  has b e e n  
u n able to sett l e  the claim or obtain a release because Mr. Davis appears to 
have left Alaska for parts unknown. Normally, under these c i r c u m s t a n c e s ,  it 
would be a simple matter for her to go to court and obtain an adjudication of 
nonliability. But she is p r ecluded f r o m  d o i n g  that by the fact that the 
relevant statute of limitations has already run. See AS 09.10.070.

Ms. lacker's predicament seems to be the result of an inconsistency within the 
statutory scheme. A n y  liability she m i g h t  have had toward Mr. D a v i s  was 
e x t i n g u i s h e d  as of S eptember 1987. Yet the security requirenent, which is 
supposed to protect Mr. Davis, remains e f f e c t i v e  until J a n u a r y  1989. Th a t  

requirement is o b v i o u s l y  pointless w i t h  regard to the period between those 

dates. Wh a t  is worse, though, is t h a t  it d e p r i v e s  Ms. T u c k e r  o f  t h e  

o p p o r t u n i t y  to regain her driving privileges during that pericd and there is 
apparently nothing she can do about it.

02-B 34L H
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Official Business

Alaska State Legislature
Senate

P.O . BOX V 
S t a t e  C a p i t o l  

Juneau , A laa ka  99811

J a n u a r y  3 1 ,  1 9 8 9

M i c h a e l  F .  C o m b s ,  P r e s i d e n t  
C o m b s  I n s u r a n c e  A g e n c y  
B o x  1 1 0 8
P a l m e r ,  A l a s k a  9 9 6 4 5  

D e a r  M i c h a e l :

T h a n k  y o u  f o r  w r i t i n g  m e  w i t h  y o u r  s u g g e s t i o n s  o n  t h e  
M a n d a t o r y  A u t o m o b i l e  I n s u r a n c e  l e g i s l a t i o n .

H o u s e  B i l l  4 4 ,  w h i c h  i s  t h e  c o m p a n i o n  v e r s i o n  t o  m y  S e n a t e  
B i l l  4 ,  h a s  a l r e a d y  p a s s e d  t h e  H o u s e  a n d  i s  p r e s e n t l y  i n  t h e
S e n a t e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e .  I  am t a k i n g  t h e  l i b e r t y
o f  f o r w a r d i n g  y o u r  l e t t e r  a n d  c o m m e n t s  t o  S e n a t o r  D i c k  
E l i a s o n ,  w h o  c h a i r s  t h i s  c o m m i t t e e .

I  a p p r e c i a t e  y o u r  t a k i n g  t h e  t i m e  t o  b e  s o  s p e c i f i c  w i t h  y o u r
s u g g e s t i o n s ;  i t  i s  c e r t a i n l y  h e l p f u l .  A g a i n ,  m y  t h a n k s .

S i n c e r e l y ,

J K : p t
c c :  S e n a t o r  E l i a s o n



CASUALTY LIFE
C o m b s  ______________________________________ A U T 0 1 FlflE

I n s u r a n c e  J f o

A g e n c y ,  I n c  ___________  1106 PALMER. ALASKA 99645 PHONE. (907) 745-2144

0 1 - 2 5 - 8 9

S e n a t o r  J a y  K e r t t u l a  
A l a s k a  S t a t e  S e n a t e
P.O. B o x  v  s ..is 2 7 VJ89.

J u n e a u ,  A k .  9 9 8 1 1

Re: S e n a t e  B i l l  #4.
M a n d a t o r y  A u t o m o b i l e  I n s u r a n c e  A c t .

D e a r  J a y ,

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

M a n d a t o r y  A u t o m o b i l e  I n s u r a n c e  A c t ,  a n d  I f e e l  t h a t  y o u  h a v e  d o n e  a

v e r y  g o o d  j o b  o n  t h i s  p r e s e n t a t i o n .

I w o u l d  l i k e  t o  o f f e r  o n e  s u g g e s t i o n  f o r  a c h a n g e  i n  t h e  b i l l ,  

a n d  t h a t  w o u l d  b e  r e g a r d i n g  t h e  l i m i t  o f  l i a b i l i t y  r e q u i r e d ,  u n d e r  A r t i c l e  

2. G e n e r a l  P o l i c y  P r o v i s i o n s ,  o n  p a q e  6.

I w o u l d  l i k e  t o  s u g g e s t  t h a t  t h e  l i m i t  o f  l i a b i l i t y  b e  c h a n g e d

t o  r e q u i r e  a  " C o m b i n e d  S i n g l e  L i m i t  o f  L i a b i l i t y  f o r  B o d i l y  I n j u r y  a n d  

P r o p e r t y  D a m a g e ,  i n  a n  a m o u n t  n o t  l e s s  t h a n  $ 1 2 5 , 0 0 0 . 0 0 " .

I n  r e f e r r i n g  t o  p a g e  9, o f  t h e  s a m e  G e n e r a l  P o l i c y  P r o v i s i o n s ,  

y o u  w i l l  s e e  t h a t  (2) s t a t e s  t h a t  t h e  l i m i t  o f  l i a b i l i t y  f o r  U n i n s u r e d /  

U n d e r i n s u r e d  M o t o r i s t  C o v e r a g e  s h a l l  b e  a s i n q l e  c o m b i n e d  c o v e r a g e ; .

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

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

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

T h e  p r e m i u m  d i f f e r e n c e  b e t w e e n  t h e  " S p l i t  L i m i t "  o f  $ 5 0 , 0 0 0 . 0 0 /  

$ 1 0 0 , 0 0 0 . 0 0  B o d i l y  I n j u r y  a n d  $ 2 5 , 0 0 0 . 0 0  P r o p e r t y  D a m a g e ,  to $ 1 2 5 , 0 0 0 . 0 0  

C o m b i n e d  S i n g l e  L i m i t  is v e r y  m i n o r ,  y e t  p r o v i d e s  f o r  t h e  s a m e  t o t a l  l i m i t  

o f  l i a b i l i t y  c o v e r a g e ,  b u t  a l l o w i n g  f o r  a s i n g l e  m a j o r  i n j u r y ,  o r  s i n g l e  

m a j o r  p r o p e r t y  l o s s  t o  h a v e  $ 1 2 5 , 0 0 0 . 0 0  a v a i l a b l e .

T h e  s i t u a t i o n  t h a t  i s  o c c u r r i n g  w i t h  a l a r m i n g  f r e q u e n c y  i s  t h a t  

w i t h  o n e  i n s u r a n c e  c o m p a n y  o f f e r i n g  a " S p l i t  L i m i t "  a n d  o n e  o f f e r i n g  a
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S e n a t o r  J a y  K e r t t u l a  
C o n t .

Re: S e n a t e  D i l l  #4.

M a n d a t o r y  A u t o m o b i l e  I n s u r a n c e  A c t .

C o m b i n e d  S i n g l e  L i m i t ,  t h e r e  i s  a l w a y s  t h e  e x p o s u r e  t o  t h e  

C o m b i n e d  S i n g l e  L i m i t  c o m p a n y  to a n  U n d e r i n s u r e d  l o s s  e a c h  t i m e  t h e r e  

is a n y  b o d i l y  i n j u r y .

E x a m p l e :  C o m p a n y  A  P r o v i d i n g  " S p l i t  L i m i t s "  $ 5 0 , 0 0 0 . / $ 1 0 0 , 0 0 0 . /  

$ 2 5 , 0 0 0 .  B o d i l y  I n j u r y  a n d  P r o p e r t y  D a m a g e .  I n v o l v e d  in a n  a t  f a u l t  

a c c i d e n t  w i t h  C o m p a n y  B w h i c h  is P r o v i d i n g  " C o m b i n e d  S i n g l e  L i m i t "  

$ 1 2 5 , 0 0 0 .  B o d i l y  I n j u r y  a n d  P r o p e r t y  D a m a g e .

S a m e  t o t a l  l i m i t  o f  l i a b i l i t y  f o r  e a c h ,  a n d  l i t t l e ,  i f  a n y ,  

d i f f e r e n c e  i n  p r e m i u m .

C o m p a n y  A  r e n d e r s  p o l i c y  l i m i t  s e t t l e m e n t  t o  i n j u r e d  p e r s o n  i n  

C o m p a n y  B v e h i c l e .  T o t a l  p a y m e n t  $ 5 0 , 0 0 0 . 0 0 .  I n j u r e d  p e r s o n  i n  C o m p a n y  

B v e h i c l e  t h e n  t u r n s  i n  c l a i m  a g a i n s t  " U n d e r i n s u r e d  M o t o r i s t "  coveracre 

u n d e r  C o m p a n y  B, a n d  r e c e i v e s  a d d i t i o n a l  $ 7 5 , 0 0 0 . 0 0 .  (The d i f f e r e n c e  

b e t w e e n  $ 5 0 , 0 0 0 . 0 0  a n d  $ 1 2 5 , 0 0 0 . 0 0 . )

T h i s  t h e n  e x p o s e s  C o m p a n y  A  i n s u r e d  t o  a s u b r o g a t i o n  c l a i m  f r o m  

C o m p a n y  B f o r  $ 7 5 , 0 0 0 . 0 0 ,  a n d  c a u s e s  " U n d e r i n s u r e d  M o t o r i s t "  c o v e r a g e  t o  

D r o v i d e  a h i g h e r  s e t t l e m e n t  t h a n  t h e  p r i m a r y  l i a b i l i t y  c o v e r a g e ,  c a u s i n g  

" U n d e r i n s u r e d  M o t o r i s t s "  c o v e r a g e  t o  e v e n t u a l l y  s k y r o c k e t  in p r i c e  f o r  

e v e r y o n e .

H a d  b o t h  C o m p a n y  A, a n d  C o m p a n y  B h a d  t h e  s a m e  " C o m b i n e d  S i n g l e  

L i m i t " ,  t h e n  t h e r e  w o u l d  h a v e  b e e n  n o  c l a i m  t o  t h e  i n n o c e n t  d r i v e r ' s  

i n s u r a n c e ,  a s  C o m p a n y  A  w o u l d  h a v e  p a i d  t h e  e n t i r e  $ 1 2 5 , 0 0 0 . 0 0  c l a i m ,  

t h e r e b y  p u t t i n g  t h e  e x p e n s e  w i t h  t h e  a t  f a u l t  p a r t y .

P l e a s e  c o n s i d e r  t h i s  c h a n g e  i n  y o u r  b i l l ,  a n d  I w o u l d  s u g g e s t  

t h a t  A S  2 8 . 2 0  t h e  M o t o r - V e h i c l e  S a f e t y  R e s p o n s i b i l i t y  A c t ,  a n d  B u l l e t i n  

O r d e r  # 7 8 - 7  t h e  A l a s k a  A u t o m o b i l e  I n s u r a n c e  P l a n  b e  c h a n g e d  to t h i s  s a m e /  

m i n i m u m  l i m i t  o f  l i a b i l i t y .

If I c a n  b e  o f  a n y  f u r t h e r  a s s i s t a n c e  t o  y o u ,  p l e a s e  l e t  m e  k n o w .

j S i n c e r e l y

—   -------

M F C / m c  M i c h a e l  F. C o m b s
P r e s i d e n t



O A V I O  M.  T M O R S N C S S  

j A H t l  M.  H O W t l l  

O R ' A N  J .  B P u ' i O M i  
M A R C U S  R  C L A P P *  
X C N N C I H  P.  J A C O B U S  

O A R V  W.  O A N T 2
. t a n t  t. m c l  C M C  R  

J O C  M M U D O L C S T G M  

S I O U P O  C .  M U R P H Y  
C A R L  J .  O .  B A U M A N  
D E N N I S  M.  B U M P *

M A R Y  K .  M U Q H C S  
P R A N K  A .  P f l P P N E R  
R A L P H  R .  B C l S T L I N C *

R .  C B A l Q  H C S S C R  
R O B C R T  I ,  M A X I . C Y  

j A M C S  M.  O O R S P I  

T I M O T H Y  R .  B Y R N C S  

J A M E S  M.  S E C O O R P  

R O N A L O  C .  H O T  L *  
P R C O C R l C K  J .  O O S C N  

M I C H A E L  L .  L C S S M C I C R * *  
f t T C V C N  S .  T C R V O O R C N  
M A T T H E W  K .  P C T C R S O N  

j O S C P H  R .  O.  L O C S C H C R  

K C N N C T H  D .  L O U O C t *  
C A R L  M.  B U T H C R L A N O  

J O H N  B .  T H O R S N C S V  

T H O M A S  R .  L U C A S

H u c h e s  T h o r s n e s s  G a n t z  
P o w e l l  S  B r u n d i n

A T T O R N E Y S  A T  L A W

600 WEST THIRD AVENUE
A N C H O R A C E . A IA 5K A  0 9 5 0 1 * 2 2 7 3

TELEPHONE 10071 274-7522 
TELECOPIER (0071 274-7525 
TELEX: 000-20370 IOENALII

*500 UNIVERSITY AVENUE 
SUITE 200 

FAIRBANKS. ALASKA 9 9 7 0 9 - 3 6 5 2
TELEPHONE 19071 479*3101 
TELECOPIER 19071 479-3107

••ONE SEALASKA PLAZA 
SUITE 303 

JU N E A U . ALASKA 9 9 3 0 1 -1 2 4 9
TELEPHONE (9071 606-5912 
TELECOPIER 1907) 403-3020

R e p l y  t o :  J U N E A U

O R C O O R Y  W.  L C S S ^ C l C R *  
J A M C S  N .  B A R K C L C V  

O O N M A  P.  W A L K E R  
W I L L I A M  M.  W A L K C R  

O A V I O  S .  C A R T C R  
J O H N  O .  P R A N K * *
A N N  8 .  B R O W N *

T I M O T H Y  « .  R C O P O R O  

J O H N  J .  N O V A K  
j O h n  h . T i n d a l l  

M I C K A l C  C .  C A R T C R  

M A T T H C W  o .  r c v n o l o s  
R R I A N  M.  E M M A L *  
R O B E R T  A .  S P A R K S '

P A U L  M.  C R A O A N *  
G O R D O N  W.  D U V A L *  

J A M C S  r. K L A S C N  

D A N I E L  M.  W O l . O  
P A U L  S .  W I L C O X  

J A M C S  M.  S H I N E * *
T E R R Y  A .  P l K C f i  

M A R C U S  B .  P A I N E  
K E N N E T H  M.  G U T 9 C H  

J O H N  M.  R A P O R T H  
L Y N N  C .  L C V L N Q O O O *  

J O S C P H  S .  S L U S 8 C R *

OP  C O U N S E L  
J O H N  C .  H U G H E S  

R l C H A R O  O.  O A N T 2

M a r c h  1 ,  1 9 8 9

H A N D  D E L I V E R Y

S e n a t o r  E l i a s o n  
P . O .  B o x  V
J u n e a u ,  A l a s k a  9 9 8 1 1

R e :  C o m p u l s o r y  A u t o m o b i l e  L i a b i l i t y  I n s u r a n c e
S t a t u t e  i n  A l a s k a  
O u r  F i l e  N o :  2 2 0 - 9 2  a n d  3 0 - 2 1 3

D e a r  S e n a t o r  E l i a s o n :

I  e n c l o s e  h e r e w i t h  a c o p y  o f  t h e  w r i t t e n  c o m m e n t s  I  r e f e r r e d  
t o  i n  m y  t e s t i m o n y  o n  F e b r u a r y  2 7 ,  1 9 8 9 ,  a s  w e l l  a s  t h e  t e s t i m o n y  
I  g a v e  b e f o r e  y o u  b a c k  i n  1 9 8 3 ,  w h i c h  I  t h i n k  i s  a l s o  
a p p l i c a b l e .  A s  I  i n d i c a t e d  t o  y o u r  C o m m i t t e e ,  u n i n s u r e d  a n d  
u n d e r i n s u r e d  m o t o r i s t  c o v e r a g e  i n  t h e  a m o u n t  o f  $ 5 0 , 0 0 0  p e r  
p e r s o n ,  $ 1 0 0 , 0 0 0  p e r  i n c i d e n t ,  a n d  $ 2 5 , 0 0 0  f o r  p r o p e r t y  d a m a g e  i s  
a v a i l a b l e  f r o m  S t a t e  F a r m  a t  a c o s t  o f  $ 1 4 . 1 0  f o r  e v e r y  s i x  
m o n t h s  f o r  t h o s e  p e r s o n s  w h o  h a v e  t h e  s a m e  l i a b l i l i t y  c o v e r a g e  
a n d  a d e d u c t i b l e  o f  $ 2 5 0 . 0 0  o r  l e s s .  I f  t h e  d e d u c t i b l e  i s  
$ 2 5 0 . 0 0  o r  m o r e ,  t h e  c o s t  i s  $ 1 5 . 1 0 ,  a n d  i f  t h e r e  i s  n o  c o l l i s i o n  
c o v e r a g e ,  t h e  c o s t  i s  $ 1 6 . 6 0 .

S e n a t o r  F a i k s  i n q u i r e d  a b o u t  o u r  e x p e i . ' e n c e  o f  r a t e  c h a n g e s ,  
I  b e l i e v e  r e g a r d i n g  u n i n s u r e d  m o t o r i s t  r a t e s ,  a f t e r  t h e  p a s s a g e
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of compulsory insurance. The only figures I have available right 
now concern the uninsured motorist rate change history for State 
Farm Mutual in Alaska, which indicate the following:

January 15, 1980 11.9% decrease

July 1, 1981 8.1% increase

April 15, 1984 19.2% increase

November 1, 1985 18,2% increase

June 1, 1987 0.0%

As I also indicated to your committee, the automobile 
insurance rates in Alaska have been quite stable. For example, 
State Farm Mutual has had a 13.1% overall rate decrease over the 
last ten years. I also told your committee that the ratio of
uninsured motorist bodily injury claims to bodily injury claims 
for the State Farm Mutual Company for the year 1988 was in excess 
of 20%.

Finally, if this Committee does choose to move the
legislation before you, we recommend the following change to
Section 28.22.301:

A provision in this chapter may not be 
interpreted to prohibit a motor vehicle 
liability policy from including
limitations, conditions, exceptions, 
exclusions, or other provisions. [that do
not violate the requirements of this 
chapter or other applicable laws.] This 
chapter is not intended to modify, amend, 
or invalidate existing motor vehicle
liabi litv insurance policy t e r m s .
conditions, limitations, or exclusions, or 
to preclude insurance companies from using 
similar terms, conditions, limitations, or
exclusions in existing or future
contracts.

We recommend this language because of the difficulties we 
had in other states where by judicial decision courts have 
interpreted mandatory coverage as meaning absolute or total 
coverage regardless of policy conditions, limitations, or
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M a r c h  1, 1 9 8 9  a t t o r n e y s at l a w

P a g e  3
0 0 3 4 L / 2 2 0 - 9 2  a n d  3 0 - 2 1 3

e x c l u s i o n s .  W e  d o  n o t  b e l i e v e  t h a t  to b e  t h e  i n t e n t  o f  t h i s  law, 
a n d  t h i s  s m a l l  c h a n g e  w o u l d  s i m p l y  c l a r i f y  t h a t .

S i n c e r e l y ,

H U G H E S ,  T H O R S N E S S ,  G A N T Z ,
P O W E L L  & B R U N D I N

By:
M i c h a e l  L. L e s s m e i e r

M L L : s r s / 0 0 3 4 L

E n c l o s u r e :  S t a t e m e n t  d a t e d  F e b r a r y  27, 1 9 8 9
S t a t e m e n t  d a t e d  M a y  31, 1 9 8 3



S T A T E M E N T  IN O P P O S I T I O N  T O  

T H E  E N A C T M E N T  O F  A  C O M P U L S O R Y  A U T O M O B I L E  L I A B I L I T Y  

I N S U R A N C E  S T A T U T E  IN A L A S K A  

H E A R I N G  B E F O R E  T H E  

S E N A T E  L A B O R  A N D  C O M M E R C E  C O M M I T T E E  

F E B R U A R Y  27, 1 9 8 9

Mr. C h a i r m a n ,  M e m b e r s  o £  t h e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e ,  m y  n a m e

is M i c h a e l  L e s s m e i e r .  I a m  a L a w y e r  f r o m  J u n e a u  a n d  a m  h e r e  o n

b e h a l f  o f  A l l s t a t e  I n s u r a n c e  C o m p a n y  a n d  S t a t e  F a r m  I n s u r a n c e  

C o m p a n y ,  A l m o s t  s i x  y e a r s  a g o  I w a s  h e r e  b e f o r e  y o u  w h e n  t h i s  

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

I n s u r a n c e .  A t  t h a t  t i m e  I t o l d  y o u  t h a t  b o t h  A l l s t a t e  a n d  S t a t e  

F a r m  h a d  h a d  a l o n g  a n d  g e n e r a l l y  n e g a t i v e  e x p e r i e n c e  w i t h

C o m p u l s o r y  I n s u r a n c e .  T h a t  e x p e r i e n c e  h a s  n o t  c h a n g e d .  W e  t o l d

y o u  t h a t  w e  f e l t  t h a t  C o m p u l s o r y  I n s u r a n c e  l a w s  a r e n ' t  n e e d e d ,  

c r e a t e  m o r e  p r o b l e m s  t h e n  t h e y  s o l v e ,  d o n ' t  b e n e f i t  t h e  p u b l i c  or 

o u r  p o l i c y h o l d e r s  a n d  in t h e  f i n a l  a n a l y s i s  d o n ' t  w o r k .  W e  

c o n t i n u e  t o  f e e l  t h e  s a m e  w a y  t o d a y .  I a m  h e r e  to a g a i n  u r g e  t h a t  

t h i s  C o m m i t t e e  n o t  a d o p t  C o m p u l s o r y  I n s u r a n c e  i n  A l a s k a .

I h a v e  b r o u g h t  w i t h  m e  t h e  t e s t i m o n y  I g a v e  b e f o r e  t h i s  C o m m i t t e e  

in 1 9 8 3  a n d  I w i l l  n o t  r e p e a t  w h a t  I s a i d  t h e r e .  I n s t e a d  I w i l l  

t r y  t o  r e s p o n d  as s p e c i f i c a l l y  as I c a n  t o  s o m e  o f  t h e  c o n c e r n s  

t h a t  w e r e  r a i s e d  at t h e  f i r s t  h e a r i n g  t h i s  C o m m i t t e e  h a d  o n



C o m p u l s o r y  I n s u r a n c e .  B e f o r e  I d o  s o ,  I w a n t  t:o m a k e  c l e a r  t h a t  

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

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

i n c o n s i s t e n t  w i t h  t h o  c o n c e p t s  o f  f r e e  e n t e r p r i s e  a n d  a 

c o m p e t i t i v e  m a r k e t ,  b o t h  o f  w h i c h  w e  f u l l y  s u p p o r t .  Wo d o  n o t  

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

p h i l o s o p h i c a l  o r  e c o n o m i c  g r o u n d s .

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

n o t  w o r k  i n  p r a c t i c e .  T o  d a t e ,  n o  s t a t e  h a s  f o u n d  a w a y  t o  r e m o v e  

t h e  u n i n s u r e d  m o t o r i s t  f r o m  t h e i r  h i g h w a y s .  F o r  e x a m p l e  t h e  s t a t e  

o f  N ew  Y o r k  i n  f i s c a l  y e a r  1 9 8 6 - 1 9 8 7  s p e n t  $ 1 1 , 2 2 0 , 0 0 0  t o  e n f o r c e  

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

r e p o r t e d  b y  t h e  N e w  Y o r k  M o t o r  V e h i c l e  D e p t .  O u r  m o s t  r e c e n t  

c o n t a c t s  w i t h  r e p r e s e n t a t i v e s  o f  t h a t  D e p a r t m e n t  i n d i c a t e  t h a t  

t h e y  s t i l l  b e l i e v e  t h a t  a p p r o x i m a t e l y  12% t o  15% o f  t h e i r  

m o t o r i s t s  a r e  u n i n s u r e d .  I n  1 9 8 6 - 1 9 8 7  S o u t h  C a r o l i n a  s p e n t  

$ 3 , 7 9 5 , 0 0 0  t o  e n f o r c e  t h e i r  l a w .  T h e y  h a v e  2 9  s t a t e  p a t r o l m e n  

w h o s e  s o l e  j o b  i s  t h e  e n f o r c e m e n t  o f  c o m p u l s o r y ,  t h e  p i c k i n g  u p  o f  

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

t h a t  i n  e x c e s s  o f  10% o f  t h e  S o u t h  C a r o l i n a  m o t o r i s t s  w e r e  s t i l l  

u n i n s u r e d .  I t  a p p e a r s  t h a t  a t  t h e  v e r y  m o s t ,  c o m p u l s o r y  i n s u r a n c e  

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

u n i n s u r e d  p o p u l a t i o n .
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W h y  d o e s  c o m p u l s o r y  i n s u r a n c e  n o t  w o r k ?  T o  a n s w e r  t h i s  q u e s t i o n  

o n e  n e e d  o n l y  l o o k  at t h e  t r a d i t i o n a l  r e a s o n s  p e o p l e  b u y  l i a b i l i t y  

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

t h e y  n e e d  it to p r o t e c t  a s s e t s ,  n o t  to p r o t e c t  o t h e r s .  In o t h e r  

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

l i a b i l i t y  i n s u r a n c e .  In f a c t ,  t h e  p r i m a r y  r e a s o n s  p e o p l e  d o n ' t  b u y  

l i a b i l i t y  i n s u r a n c e  is e i t h e r  t h e y  c a n ' t  a f f o r d  it o r  d o n ' t  f e e l  

t h e y  n e e d  it b e c a u s e  t h e y  h a v e  f e w  a s s e t s  to p r o t e c t .  R e q u i r i n g

i n s u r a n c e  o f  l o w  i n c o m e  h o u s e h o l d s  w i l l  n o t  c o m p e l  t h e m  to 

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

O t h e r s  w h o  a r e  c o m m o n l y  f o u n d  in t h e  u n i n s u r e d  c a t e g o r y  i n c l u d e  

t h o s e  w h o  d o  n o t  h a v e  a d r i v e r ' s  l i c e n s e ,  d o  n o t  r e g i s t e r  t h e i r

v e h i c l e s ,  a r e  d r i v i n g  s t o l e n  v e h i c l e s  o r  v e h i c l e s  i n v o l v e d  in h i t  

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

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

law. O t h e r s  i n  t h i s  c a t e g o r y  i n c l u d e  o u t  of s t a t e  d r i v e r s  a n d  n e w  

r e s i d e n t s  w i t h  v e h i c l e s  r e g i s t e r e d  e l s e w h e r e .  E x p e r i e n c e  s h o w s  u s  

t h a t  4 %  t o  5 %  o f  t h e  p u b l i c  w i l l  c o n t i n u e  t o  d r i v e  e v e n  i n  an 

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

v e h i c l e .

C o m p u l s o r y  a u t o m o b i l e  i n s u r a n c e  a f f e c t s  l o w  i n c o m e  h o u s e h o l d s  in 

a n o t h e r  w a y ,  f o r  it i n  e f f e c t ,  f o r c e s  s u c h  h o u s e h o l d s  to b u y  

p r o t e c t i o n  f o r  o t h e r s  w h i c h  t h e y  m a y  n o t  b e  a b l e  to a f f o r d  f o r

t h e i r  o w n  f a m i l i e s .  E v e n  t h o u g h  t h e s e  i n d i v i d u a l s  m a y  h a v e  f e w  o r



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

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

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

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

a f f o r d .

C o m p u l s o r y  i n s u r a n c e  h a s  o t h e r  n e g a t i v e  e f f e c t s  a s  w e l l .  O f t e n ,  

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

c r o s s  s u b s i d i z a t i o n ,  w h e r e  c e r t a i n  c a t e g o r i e s  o f  t h e  m a r k e t  p a y  

m o r e  i n  o r d e r  t o  s u b s i d i z e  o t h e r s .  We h a v e  s e e n  t h e  r e s i d u a l  

m a r k e t  p r e s s u r e s  i n c r e a s e ,  a n d  u n l e s s  t h e  r e s i d u a l  m a r k e t  r a t e s  

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

v o l u n t a r y  m a r k e t .  We h a v e  s e e n  c o v e r a g e  e x p a n d e d  m o r e  f r e q u e n t l y  

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

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

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

p a y s  f o r  s u c h  e x p a n s i o n s  i n  t e r m s  o f  i n c r e a s e d  c o s t .

F i n a l l y ,  t h e  j u d i c i a l  t r e n d  i n  m a n y  a r e a s  s e e m s  t o  b e  t h a t  

m a n d a t o r y  c o v e r a g e  m e a n s  a b s o l u t e  o r  t o t a l  c o v e r a g e  r e g a r d l e s s  o f  

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

f i n a n c i a l  r e s p o n s i b i l i t y  l i m i t s .  I n  a n u m b e r  o f  s t a t e s ,  c o u r t s  

h a v e  t h r o u g h  a j u d i c i a l  d e c i s i o n ,  e l i m i n a t e d  t h e  e x c l u s i o n s  a n d  

c o n d i t i o n s  o f  t h e  i n s u r a n c e  c o n t r a c t  t o  e x t e n d  c o v e r a g e  t o  r i s k s  

t h a t  w e r e  n e v e r  c o n t e m p l a t e d  t o  b e  i n s u r e d .
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n o  a s s e t s  t o  p r o t e c t ,  c o m p u l s o r y  i n s u r a n c e  f o r c e s  t h e m  t o  b u y



If y o u  p r o c e e d  w i t h  t h i s  l e g i s l a t i o n ,  a n d  w e  h o p e  t h a t  y o u  d o n ' t ,  

w e  h a v e  s o m e  l a n g u a g e  t h a t  w e  w o u l d  p r o p o s e ,  t h a t  w o u l d  r e c o g n i z e  

t h e  n e e d  f o r  t h e  e x i s t i n g  m o t o r  v e h i c l e  l i a b i l i t y  i n s u r a n c e  p o l i c y  

t e r m s ,  c o n d i t i o n s ,  l i m i t a t i o n s ,  a n d  e x c l u s i o n s .  H o w e v e r ,  b e f o r e  

y o u  c h o o s e  to p r o c e e d ,  w e  w o u l d  u r g e  y o u  t o  t a k e  a c a r e f u l  l o o k  at 

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

e x i s t  t o  d o  so.

O n e  o f  t h e  t h i n g s  y o u  s h o u l d  l o o k  at is t h e  M o t o r  V e h i c l e  S a f e t y  

R e s p o n s i b i l i t y  A c t  s e t  f o r t h  at A l a s k a  S t a t u t e  2 8 . 2 0 . 0 1 0  e t  s e q . .  

W e  b e l i e v e  t h i s  A c c  p r o v i d e s  as m u c h  i n c e n t i v e  t o  p u r c h a s e  

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

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

to, o r  d e a t h  of a p e r s o n ,  o r  d a m a g e  t o  p r o p e r t y  e x c e e d i n g  $ 5 0 0 . 0 0 ,  

is n o t  f i n a n c i a l l y  r e s p o n s i b l e  to t h e  l i m i t s  s e t  f o r t h  t h e r e  f o r  

d a m a g e s  n e g l i g e n t l y  c a u s e d ,  t h a t  p e r s o n ' s  l i c e n s e  i s  s u s p e n d e d  

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

f o r  t h e  f u t u r e .  T h e  s u s p e n s i o n  c a n  c o n t i n u e  f o r  t h r e e  y e a r s .  It 

is h a r d  t o  u n d e r s t a n d  h o w  a c o m p u l s o r y  i n s u r a n c e  l a w  w o u l d  p r o v i d e  

m o r e  i n c e n t i v e  t h a n  t h i s .  A  f u r t h e r  a d v a n t a g e  o f  s u c h  an A c t  is 

t h a t  it d i r e c t s  s t a t e  r e s o u r c e s  to t h e  m i n o r i t y  o f  m o t o r i s t s  w h o  

c a u s e  p r o b l e m s ,  r a t h e r  t h a n  t h e  m a j o r i t y  w h o  d o n ' t .

W e  a l s o  u r g e  y o u  t o  c o n s i d e r  t h e  f a c t  t h a t  t h e r e  is a n  e m i n e n t l y  

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

u n d e r i n s u r e d  d r i v e r  t h r o u g h  a m a n d a t o r y  o f f e r  o f  u n i n s u r e d  

m o t o r i s t  c o v e r a g e  a n d  u n d e r i n s u r e d  m o t o r i s t  c o v e r a g e .  B y  

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

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

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

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

u n i n s u r e d  m o t o r i s t  c o v e r a g e  a n d  u n d e r i n s u r e d  m o t o r i s t  c o v e r a g e  i s  

n e c e s s a r y .  A  c o m p u l s o r y  u n i n s u r e d  a n d  u n d e r i n s u r e d  r e q u i r e m e n t  

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

p r i v a t e  s e c t o r  t h a t  c o m p u l s o r y  l i a b i l i t y  i n s u r a n c e  w o u l d  i m p o s e .  

We f u r t h e r m o r e  b e l i e v e  t h a t  a n y  d e t e r r e n t  e f f e c t  o f  c o m p u l s o r y  

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

t h e  M o t o r  V e h i c l e  S a f e t y  R e s p o n s i b i l i t y  A c t .

We t h a n k  y o u  f o r  t h e  o p p o r t u n i t y  t o  a d d r e s s  t h i s  i s s u e ,  a n d  a r e  

o p e n  t o  a n y  q u e s t i o n s  y o u  m i g h t  h a v e .  I f  w e  d o n ' t  h a v e  t h e  a n s w e r  

o r  t h e  i n f o r m a t i o n  y o u  d e s i r e ,  w e  c a n  p r o b a b l y  o b t a i n  i t  s h o r t l y .
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S T A T E M E N T  I N  O P P O S I T I O N  T O  

T H E  E N A C T M E N T  O F  A  C O M P U L S O R Y  A U T O M O B I L E  L I A B I L I T Y  

I N S U R A N C E  S T A T U T E  I N  A L A S K A  

H E A R I N G  B E F O R E  T H E  

S E N A T E  L A B O R  A N D  C O M M E R C E  C O M M I T T E E  

M A Y  31, 19 0 3

M r .  C h a i r m a n ,  m e m b e r s  o f  t h e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e ,  m y  

n a m e  i s  M i c h a e l  L e s s m e i e r .  I a m  a l a w y e r  f r o m  J u n e a u  a n d  I a m  

h e r e  o n  b e h a l f  o f  A l l s t a t e  I n s u r a n c e  C o m p a n y  a n d  S t a t e  F a r m  

I n s u r a n c e  C o m p a n y .  B o t h . A l l s t a t e  a n d  S t a t e  F a r m  h a v e  h a d  a l o n g  

a n d  g e n e r a l l y  n e g a t i v e  e x p e r i e n c e  w i t h  c o m p u l s o r y  i n s u r a n c e .  W e  

b e l i e v e  c o m p u l s o r y  i n s u r a n c e  l a w s ,  s u c h  as t h e  b i l l  b e f o r e  y o u ,  

a r e n ’t n e e d e d ,  c r e a t e  m o r e  p r o b l e m s  t h a n  t h e y  s o l v e ,  d o n ' t  b e n e f i t  

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

p r e m i u m  r a t e s  a n d  i n  t h e  f i n a l  a n a l y s i s ,  d o n ' t  w o r k .

T h e  r e a l  q u e s t i o n  is w h e t h e r  t h e  c o s t  o f  c o m p u l s o r y  i n s u r a n c e  

j u s t i f i e s  t h e  r e a l i s t i c  b e n e f i t  w e  c a n  h o p e  t o  a c h i e v e  f r o m  it.

W e  b e l i e v e  t h e  a n s w e r  t o  t h i s  q u e s t i o n  i s  n o  a n d  w e  w a n t  t o  e x p l a i n  

w h y .

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

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

i n j u r i e s .  B u t  w e  k n o w  t h a t  t h e  e n a c t m e n t  o f  c o m p u l s o r y  i n s u r a n c e
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One of l In: m a s o n : ;  c:oiii|»ii I :;oi y i n s u r a n c e  has not; b o o n  o I: L j va ,

is that, uui n s m  ml ill i.vers are g e n e r a l l y  m a d e  up of those who

can't, at IDid insurance, h a v e  no d r i v e r s  .license, do not. r e g i s t e r  

their veh i c I es , ai e d r i v i n g  r.tolcn vehicles, or v e h i c l e s  involved 

.in h i t - a n d - r u n  accident:;. M a n y  of: t.heso p e o p l e  will, not; p u r c h a s e  

liability i n s u r a n c e  1 eij.i 1 d  I ess o f  w h e t h e r  there .is a c o m p u l s o r y  

law. O t h e r s  in this catccjory i n c l u d e  o u t - o  f'-s I; a to d r i v e r s  and 

new r e s i d e n t s  w i t h  v e h i c l e s  r e g i s t e r e d  e l s e w h e r e .  Most: of these 

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

c o m p u l s o r y  law and this is s h o w n  by e x p e r i e n c e  in o t h e r  states.

For e x a m p l e ,  C a l i f o r n i a  s p e n t  $ 2 . 3 2  mi llion to i n c r e a s e  the p e r c e n t  

age of .its i n s u r e d  d r i v e r s  by five (5) p e r c e n t .  M a r y l a n d  spent 

$1.5 m i l l i o n  to i n c r e a s e  its p e r c e n t a g e  of i n s u r e d  d r i v e r s  by the 

same five (5) p e r c e n t .  S o u t h  C a r o l i n a  p a i d  $.1.3 m i l l i o n  for an 

e i g h t  (0) p e r c e n t  i n c r e a s e .  M a s s a c h u s e t t s ,  w h i c h  has had a 

c o m p u l s o r y  i n s u r a n c e  l a w  l o n g e r  than any o t h e r  state, sti. 1.1. has 

an e s t i m a t e d  10 - 1 5  p e r c e n t  level, o f  u n i n s u r e d  drivers. C u r r e n t  

e s t i m a t e s  of u n i n s u r e d  d r i v e r s  in c o m p u l s o r y  s t a t e s  still ran g e  

f r o m  five (5) p e r c e n t  to 15 p e r c e n t ,  depend.i.net u p o n  the level, of 

e n f o r c e m e n t .



N o r  is the c o n c e p t  of c o m p u l s o r y  i n s u r a n c e  r e l a t e d  to safety.

The e n a c t m e n t  of a c o m p u l s o r y  i n s u r a n c e  law w o n ' t  red u c e  the num b e r  

of a c c idents. By its very nature, c o m p u l s o r y  i n s u r a n c e  relates to 

w h a t  h a p p e n s  af t e r  an accident. C o m p u l s o r y  i n s u r a n c e  laws s i m p l y  

r e q u i r e  i n s urance, they do not p r o v i d e  a m e a n s  to r e m o v e  h i g h - r i s k  

d r i v e r s  from the road.

We do not b e l i e v e  that u n c o m p e n s a t e d  i n j u r i e s  are r e d u c e d  by the 

e n a c t m e n t  of a c o m p u l s o r y  lav;. We b e l i e v e  that on the average, 

i n s u r e d  car o c c u p a n t s  w i l l  r e c e i v e  i n j u r i e s  f r o m  u n i n s u r e d  m o t o r i s t s  

at a b o u t  the same rat e af ter e n a c t m e n t  of c o m p u l s o r y  l e g i s l a t i o n  as 

they do b e f o r e  p a s s a g e  of these laws. A l t h o u g h  c o m p u l s o r y  l e g i s l a­

tion may i n c r e a s e  the i n s u r e d  p o p u l a t i o n  by a small percentage, 

w e  do not b e l i e v e  it v/ill r e s u l t  in a m e a s u r a b l e  r e d u c t i o n  in the 

n u m b e r  of b o d i l y  i n j u r i e s  c a u s e d  by f i n a n c i a l l y  i r r e s p o n s i b l e  

d r i v e r s .

E v e n  if we w e r e  to a s s u m e  there w o u l d  be a d e c r e a s e  in the n u m b e r  of 

b o d i l y  i n j u r i e s  c a u s e d  by f i n a n c i a l l y  i r r e s p o n s i b l e  drive rs, the 

q u e s t i o n  s t i l l  is w h e t h e r  tlie b e n e f i t  we c a n  r e a l i s t i c a l l y  e x p e c t  

f r o m  c o m p u l s o r y  i n s u r a n c e  is w o r t h  the c o s t  and we b e l i e v e  the c o s t  

w i l l  be s i g n i f i c a n t .  For example, we k n o w  t h e r e  w i l l  be a s i g n i f i c a n t  

a d m i n i s t r a t i v e  cost to the S t a t e  of A l a s k a  s i m p l y  to i m p l e m e n t  and 

e n f o r c e  the c o m p u l s o r y  i n s u r a n c e  l e g i s l a t i o n  b e f o r e  you. In effect, 

in a time of d e c l i n i n g  state revenues, v i r t u a l l y  a w h o l e  new



b u r e a u c r a c y  w i l l  have Lo be creaLcc.1 Lo .implement and e n i o r c c  

Lh is l e g i s l a t i o n .  T h e  a d m i n i s t r a t i v e  c o s t  to Die p u b l i c  is an 

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

n e e d s  in Lhis state.

T h e  s e c o n d  c o s t  a s p e c t  of this .legislation that m u s t  be c o n s i d e r e d  

is tlie e f f e c t  on p r e m i u m  rates of p o l i c y h o l d e r s .  Vie b e l i e v e  p r e m i u m  

rates of e v e r y o n e  w i l l  i n c r e a s e  s i g n i f i c a n t l y  ljccnu.se a d m i n i s t r a t i v e  

c o s t s  of tlie i n d u s t r y  w i l l  increase, c o m p a n i e s  in e f f e c t  w i l l  be 

f o r c e d  to tak e a l m o s t  all a p p l i c a n t s ,  the b i l l  d o e s  away w i t h  p o l i c y  

d e f e n s e s  in c e r t a i n  s i t u a t i o n s ,  the p u r e  p r e m i u m  c o s t  in a compulsory 

s t a t e  has b e e n  s h o w n  to i n c r e a s e  m u c h  m o r e  r a p i d l y  than the p u r e  

p r e m i u m  c o s t  in a n o n - c o m p u l s o r y  state, and f i n a l l y ,  the c o s t  of 

c o m p u l s o r y  i n s u r a n c e  w i l l  p r o b a b l y  lead to m o r e  c l a i m s  and m o r e  

l i t i g a t i o n .

O t h e r  c o s t s  w h i c h  are i m p o s s i b l e  to q u a n t i f y ,  i n c l u d e  the s o c i a l  

c o s t  to p e o p l e  w h o  c a n ' t  a f f o r d  i n s u r a n c e ,  a n d  Die i n c o n v e n i e n c e  of 

a d d i n g  a n o t h e r  lay e r  of i n t r u s i o n  by g o v e r n m e n t  i n t o  p e o p l e ' s  lives. 

M o s t  p e o p l e  c u r r e n t l y  buy i n s u r a n c e  b e c a u s e  t h e y  feel they n e e d  it. 

L i a b i l i t y  i n s u r a n c e  h a s  t r a d i t i o n a l l y  b e e n  p u r c h a s e d  by p e o p l e  w h o  

h a v e  a s s e t s  to p r o t e c t ,  not to p r o t e c t  o t h e r s .  In o t h e r  words, 

p e o p l e  who, in the past, h a d  few assets, h a d  v e r y  lit t l e  i n c e n t i v e  

to p u r c h a s e  l i a b i l i t y  i n s u r a n c e .  A r e p o r t ,  P r o f i l e  of U n i n s u r e d  

M o t o r i s t s  in C a l i f o r n i a  s h o w e d  that g e o g r a p h i c  a r e a s  w i t h  high



rates a I: nn i ns n e e d s  had s i g n i f i c a n t l y  J u w r r  iik; 11 i < 111 incomer;, and a 

h i g h e r  i n c i d e n c e  oi p o v e r t y  l e v e l  than a r e a s  w i t h  low rates of 

u n i n s u r e d  d r i v e r s .  A 19111 s t u d y  by the A l l - I n d u s  try R e s e a r c h  

A d v i s o r y  C o u n c i l  a s k e d  h o u s e h o l d s  w i t h  o n e  o r  m o r e  u n i n s u r e d  v e h i c l e s  

w h y  the v e h i c l e s  w e r e  u n i n s u r e d .  F o r t y  p e r c e n t  of the p e o p l e  s u r v e y e  

l i s t e d  cost as the reason. T h e  n e x t  m a j o r  r e a son, "car not c u r r e n t l y  

in use", was o n l y  16 p e r c e n t  of; the total r e s p o n s e .  In short, 

r e q u i r i n g  i n s u r a n c e  of l o w - i n c o m e  h o u s e h o l d s  w i l l  not c o m p e l  t h e m  to 

p u r c h a s e  s o m e t h i n g  they s i m p l y  c a n n o t  a f f o r d .  Ur. J o h n  Ha ll of 

G e o r g i a  S t a t e  U n i v e r s i t y  t e s t i f i e d  b e f o r e  S o u t h  C a r o l i n a ' s  J o i n t -  

L e g i s l a t i v e  A u t o m o b i l e  L i a b i l i t y  I n s u r a n c e  S t u d y  C o m m i t t e e  in 

D e c e m b e r  of 1979. Ur. H a l l  said:

As a practical, m a t t e r ,  the e c o n o m i c a l l y  
d i s a d v a n t a g e d  h a v e  less real n e e d  for 
l i a b i l i t y  i n s u r a n c e  to p r o t e c t  their own 
i n t e r e s t s .  As a p r a c t i c a l  m a t t e r ,  these 
p e r s o n s  tend to be j u d g m e n t  p r o o f .  In 
tiny even t ,  they tend to be u n a w a r e  of tho 
b e n e f i t s  w h i c h  a l i a b i l i t y  p o l i c y  p r o vides. 
T h e y  p e r c e i v e  the l i a b i l i t y  i n s u r a n c e  
p o l i c y  as t a k i n g  c a r e  of o t h e r  people.
T h e y  m u s t  pay a h i g h  p r e m i u m  for i n s u r a n c e  
w h i c h  p r o v i d e s  b e n e f i t s  for o t h e r s  as. a 
c o n d i t i o n  p r e c e d e n t  to h a v i n g  the ri g h t  to 
d r i v e .  b e c a u s e  of their e c o n o m i c  status, 
m o s t  o f t e n  they are u n a b l e  to p u r c h a s e  
i n s u r a n c e  to p r o v i d e  for t h e i r  o w n  injuries, 
a n d  th o s e  of t h e i r  families, in a c c i d e n t s  
w h e r e  th ey are at fault. T h e  c o m p u l s o r y  
l i a b i l i t y  i n s u r a n c e  s y s t e m  f o r c e s  these 
p e o p l e  to p a y  h i g h  p r e m i u m s  r e l a t i v e  to 
t h e i r  i n c o m e  for b e n e f i t s  for o t h e r s  when 
they c a n n o t  t h e m s e l v e s  a f f o r d  a d e q u a t e  
b e n e f i t s  to c o v e r  their own losses.



D r .  Ilall c o n c l u d e d :

For the s e  r e a s o n s ,  i t  a p p e a r s  m o r a l l y  
and s o c i a l l y  w r o n y  t:o recjui.ro l i a b i l i t y  
i n s u r a n c e  o n  a c o m p u l s o r y  b a s i n  an a 
c o n d i t i o n  p r e c e d e n t  to e n j o y i n g  the 
p r i v i l e g e  o f  a u t o m o b i l e  d r i v i n g  and 
o w n e r s h i p .

Mot o n l y  d o e s  c o m p u l s o r y  l e g i s l a t i o n  e x t r a c t  a d i s p r o p o r t i o n a t e  

c o s t  f r o m  l o w - i n c o m e  g r o ups, b u t  i t  r a i s e s  the price level of 

e v e r y o n e ' s  i n s u r a n c e .  C o m p u l s o r y  i n s u r a n c e  thus imposes the 

a d d i t i o n a l  h i g h e r  p r e m i u m  and a d m i n i s t r a t i v e  co s t s  on those 

c u r r e n t l y  i n s u r e d ,  w h i c h  in a n y  e v e n t  is the v a s t  m a j ority of tlie 

d r i v i n g  public, to g e t  at the r e m a i n i n g  m i n o r i t y ,  those c u r r e n t l y  

u n i n s u r e d .

So the q u e s t i o n  r e m a i n s ,  is the c o s t  to e v e r y o n e  worth tlie 

r e a l i s t i c  b e n e f i t  w e  can hope to a c h i e v e .  B o d i e s  i n v e s t i g a t i n g  

c o m p u l s o r y  i n s u r a n c e  in o t h e r  s t a t e s  h a v e  s a i d  no, p r i m a r i l y  for 

the same r e a s o n s .  In 1901 a T e n n e s s e e  S u b c o m m i t t e e  s t u d y i n g  a u t o­

m o b i l e  c o m p u l s o r y  i n s u r a n c e  laws m a d e  tlie f o l l o w i n g  r e c o m m e n d a t i o n

O u r  f i n d i n g s  r e v e a l  ‘that d e s p i t e  c o n s i d e r a b l e  
and v a r i e d  e n f o r c e m e n t  e f f o r t s  i n  other states, 
i n c l u d i n g  the a d o p t i o n  of n o - f a u l t ,  no state 
has d e v i s e d  a w o r k a b l e  or c o s t - e f f e c t i v e  
e n f o r c e m e n t  syst e m .  In a d d i t i o n ,  experience 
in o t h e r  states i n d i c a t e  the a d o p t i o n  of 
c o m p u l s o r y  i n s u r a n c e  in T e n n e s s e e  would only 
i n c r e a s e  the p e r c e n t a g e  of i n s u r e d  drivers 
f r o m  the c u r r e n t  00 p e r c e n t  to 013 percent;.
M o r e  i m p o r t a n t l y ,  the cost of l i a bility 
i n s u r a n c e  plus u n i n s u r e d  m o t o r i s t  coverage in 
T e n n e s s e e  is less t h a n  the s a m e  coverage in 
any c o m p u l s o r y  s t a t e ,  and c o n s i d e r a b l y  less 
than the same c o v e r a g e  in any c o m p u l s o r y  n o­
fa u l t  state. T h e  r e s p o n s i b l e  m o t o r i s t  should
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not p/iy m o r e  for i n s u r a n c e  c o v e r a g e  nor be 
s u b j e c t e d  to liarrnaameiit in a futi le; e 1:fort 
to e n f o r c e  a c o m p u l s o r y  i n s u r a n c e  lav/.

N o v e m b e r  ,1.9/ 1901, l e t t e r  f r o m  the T e n n e s s e e  Subcommi ttoe S t u d y i n g

A u t o m o b i l e  C o m p u l s o r y  I n s u r a n c e  haw;;.

A s i m i l a r  c o n c l u s i o n  v/as r e a c h e d  by the S t a t e  A u d i t o r  of W i s c o n s i n  

o n  Ma r c h  10, 1901:

E x p e r i e n c e  in o t h e r  s t a t e s  i n d i c a t e s  that m a n­
d a t o r y  i n s u r a n c e  p r o g r a m s  do n o t  s u b s t a n t i a l l y  
r e d u c e  tlie n u m b e r  of u n i n s u r e d  m o t o r i s t s  and 
the c o s t  of a d m i n i s t e r i n g  such a p r o g r a m  is 
m o r e  than d o u b l e  the cost of the s a f e t y  
r e s p o n s i b i l i t y  p r o g r a m .

M a r c h  10, 1901 l e t t e r  f r o m  the S t a t e  A u d i t o r  of W i s c o n s i n .

If o u r  goal is to g u a r a n t e e  c o m p e n s a t i o n  for v i c t i m s  of f i n a n c i a l l y  

i r r e s p o n s i b l e  m o t o r i s t s ,  w e  can a c h i e v e  that goal m o r e  e f f i c i e n t l y  

a n d  e f f e c t i v e l y  t h r o u g h  c o m p u l s o r y  u n i n s u r e d  and u n d e r - i n s u r e d  

le g i s l a t i o n .  If e v e r y  p e r s o n  w h o  b o u g h t  i n s u r a n c e  i n c l u d e d  this 

coverage, c a r eful d r i v e r s  w o u l d  be p r o t e c t e d  r e g a r d l e s s  of w h e t h e r  

the a t - f a u l t  o t h e r  p a r t y  h a d  l i a b i l i t y  i n s u r a n c e .  O n l y  th o s e  w h o  

cho s e  not to p u r c h a s e  this c o v e r a g e  w o u l d  be w i t h o u t  p r o t e c t i o n .

U n i n s u r e d  m o t o r i s t  c o v e r a g e  is p r o v i d e d  by c o m p a n i e s  to p a y  for 

b o d i l y  i n j u r y  d a m a g e s  to the p o l i c y h o l d e r  c a u s e d  by an u n i n s u r e d  

motorist. V i r t u a l l y  eve r y  s t a t e  w i t h  a c o m p u l s o r y  l i a b i l i t y  

i n s u r a n c e  law also r e q u i r e s  i n s u r e r s  to o f f e r  u n i n s u r e d  m o t o r i s t  

coverage, w h i c h  in e f f e c t  i n d i c a t e s  a lack of faith in
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the tjI.icctJ.voncss of; c o m p u l s o r y  i n s u r a n c e  l e g islation. By 

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

a s s u r i n g  that all d r i v e r s  and p a s s e n g e r s  in tlie i n s u r e d  a u t o­

mob i l e  will have p r o t e c t i o n  a g a i n s t  losses c a u s e d  by an u n­

ins u r e d  mo t o r i s t .  C o m p u l s o r y  a u t o m o b i l e  i n s u r a n c e  cannot m a k e  

this promise.

C o m p a r e d  to the c o s t  of l i a b i l i t y  insu r a n c e ,  u n i n s u r e d  m o t o r i s t  

c o v e r a g e  is very i n e x p e n s i v e .  W e  u r g e  each of y o u  to look at 

y o u r  o w n  p o l i c i e s  to g a i n  an idea of its cost. F u r t h e r m o r e ,  a 

c o m p u l s o r y  u n i n s u r e d  and u n d e r - i n s u r e d  r e q u i r e m e n t  does not impose 

the a d m i n i s t r a t i v e  c o s t  to e i t h e r  the p u b l i c  or p r i v a t e  s e c t o r  

that c o m p u l s o r y  l i a b i l i t y  i n s u r a n c e  l e g i s l a t i o n  w o u l d  impose.

In sum, w e  b e l i e v e  c o m p u l s o r y  l i a b i l i t y  insu r a n c e ,  if enacted, will 

p r o v e  to be b o t h  c o s t l y  and b u r d e n s o m e  to tlie S t a t e  of Alaska, 

a n d  the i n s u r a n c e  i n d u s t r y .  U l t i m a t e l y  it w i l l  p r o v e  to bo b o t h
i

co stly and b u r d e n s o m e  to o u r  p o l i c y h o l d e r s  and to m e m b e r s  o f  the 

g e n e r a l  public. W e  u r g e  this c o m m i t t e e  to s e r i o u s l y  c o n s i d e r  the 

c o s t  and e f f e c t i v e n e s s  of c o m p u l s o r y  i n s u r a n c e  b e f o r e  r e c o m m e n d i n g  

s u c h  a program. W e  b e l i e v e  t h e r e  are o t h e r  a l t e r n a t i v e s  a v a i l a b l e  

w h i c h  c o s t  m u c h  less and a c h i e v e  m u c h  more.

-0-



March 5. .1,98.9
Us yi Homer i Rl-3.sk '.

Mow is i-iit' time f or al1 Rl5.sk-3.rts to wake UP to the dangers of 
some horrible le9i.slytj.ovi workin9 through the Le9isl-a.tu.re this 
year. The worst bit of Presumptive legislation I have seen since 
the original Mandatory flu. to insurance is the attempt to ram a 
new version of that onerous law ri.9ht down our throats. He 
Rlaskans still, have the Financial responsibility Ret to Protect 
us on the road. Unl ike the recent I.y and ri9htfu,lly sunsetbed 
I aw .< it does not Presume that all drivers- are irresponsible 
children* It invokes Penalties only liFfER dama.9e is done and 
restitution not made. Hot everyone is willing to act in a. 
responsible manner.' thus the TRH does not always work as well as 
it could w i tli some tinker in9. Why not strengthen the ex j st i t»9 
law to make ik more workable; rather'1 tha,vi layer us with another 
unworkable^ unnecessary .* and uhcons-titutiona I lawY 
PerhaPs the Financial Responsibility Ret can be strengthened to 
cat I for r evokation of auto registration; auto impoundment; -and 
Performance of community service if ProPer restitution is not 
made after dama.9e is done, fhe truly res-Pons-ible driver is- not 
one who Prostitutes oneself to the insurance mobsters; but- 
rather. they are those who realize that accidents do happen.- 
drive in a manner'1 so as to minimize damage in case of an 
accident.* and are wil.!.in9 to take responsibility for damage they 
do cause> The truly responsible driver- also wears safety 
.apparatus Provided by the vehicle.* avid does not need the threat 
of legal Penalty to act in their own best intrest# bince I98b 
freedom loving ll 1 askans have fou.9ht institution of a Mandatory 
Seat Belt law. Let's use our energies to tell People how silly 
i t i s t o o P e r a t e a n a u. t o w i t lv o u t s e a t b e 11 s . I n a. n o n—s- o c j. a 1 i s t i c. 
society.* such as ours Presumably is.* government- simply has no 
business saving lives.How is the time to kill both of these 
p resumP t i ve P i eces oi’ soc i a. I i st i c 1 eg i s I at- i on .*
I Jremaiti Vours- In f reedom.*

HCR 36975^., .. 
Hear- Homier; I Ikt 
235--681I

r : s .
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H u y c k e  G e n e r a l  A g e n c y

______  2900 Boniface Parkway, Suite 200
(uXAMGAj Anchorage, Alaska 99504
t*sm

FA X  907-338-7234 A p r i l  20, 1989 907-338 0491

Tc  A l l  Our Good B ro k e rs : 

R e : IM /U IM -B l/P D

None o f  un a p p re c ia te  h a v in g  to  make r a te  in c r e a s e s  ( S c o t t s d a le  has n o t 
made one i n  th r e e  y e a r s ) .  B u t e v e r  s in c e  S t a tu t e  r e v i s io n s  r e q u ir in g  th e  
o f f e r  o f  U n der in su red  M o to r is t s  and a ls o  P r o p e r ty  Damage co ve ra g e , our UM 
e xp e r ie n ce  has "been d is a s tr o u s .  And we no lo n g e r  t h in k  i t  a p p ro p r ia te  to  
make th e  o th e r  L i a b i l i t y  C o verage  premiums c o v e r  th e  UM/lJIM lo s s  e x p e r ie n c e .

T h e r e fo r e , e f f e c t i v e  14ay 1, 1 9 8 9  f o r  NEW b u s in e s s ; and June 1, I 989  f o r  
RENEWAL b u s in e s s , we a re  a d d in g  a  $100. su rcharge  p e r  au to  on a l l  au to  
p o l i c i e s .  As we is s u e  ren ew a l q u o tes  w i t h in  60 days  o f  e x p ir a t io n  and h o ld  
new quo tes  f o r  60  d a ys , p le a s e  make sure yo u  a d ju s t  th e s e  qu o tes  when r e ­
q u e s t in g  p o l i c i e s .

F i n a l l y ,  w i th  t h i s  in c r e a s e  d i r e c t l y  a p p l ic a b le  t o  IJI*l/U inyi c o ve ra g es , i t  i s  
p ro bab le  yo u  w i l l  see more r e q u e s ts  b y  th e  In s u re d  t o  r e j e c t  such c o ve ra g e . 
We do hope you  w i l l  go on w r i t t e n  re co rd  w i t h  such in s u r e d  as to  what th e  
r e j e c t io n  means to  a v o id  E  & 0 s i tu a t io n s  when a  c la im  i s  d e n ie d .
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Reply to: JUNEAU
O' COuMSCl JOHN C. HUGHES RICHARD O. GANTZ

April 6, 1989 

HAND DELIVERED

Senator Eliason
Labor & Commerce Committee Chairman 
P.O. Box V
Juneau, Alaska 99811

Re: Committee Substitute for House Bill 44

Dear Senator Eliason:

I recently received the enclosed graphs setting forth the 
uninsured motorists/bodily injury frequency ratio for the States 
of Alaska, New Mexico, Arizona, Indiana, and Texas. What these 
charts show is that our uninsured motorists claims typically go 
down immediately after enactment of a compulsory insurance law, 
but that the uninsured motorists claim very quickly climb back up 
to at or near the levels they were at immediately before the 
passage of such a law.

I also just receive a memorandum from one of the State Farm 
actuaries expressing concern about Section 6. This section 
requires that a policy provide both liability and in some cases 
physical damage coverage for rented motor vehicles. it places no 
limitation on the number of days that an insured can rent a 
vehicle and can have coverage. Nor does it limit the types of 
vehicle that can be rented and be covered. Section 6 
furthermore places no limitation on coverage for business use 
rentals.
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We feel this requirement oE such broad coverage for rental 
vehicles is unfair. It is unfair because it forces those who 
never or only rarely rent vehicles to share the cost of those who 
do rent vehicles frequently or for long periods of time. It is 
particularly unfair if it forces people with personal auto 
policies to share the cost of those who rent cars for business 
purposes. Certainly the cost of business purpose rental should 
be born by the business benefiting from those rentals and not 
shared by the insuring public many of whom will end up paying for 
something they do not take advantage of.

We believe the best approach to dealing with the rental 
vehicle situation is the National Association of Insurance 
Commissioners Model Act which limits the rental company's ability 
to hold the renter responsible for damage to the vehicle. As 
more and more states enact that legislation, it will become less 
necessary for individual policies to extend coverage to rental 
v e h i c l e s .

With respect to Item G of Section 6, we are not sure what it 
is intended to accomplish. We see little valid purpose to 
requiring a company to issue a short term policy which is valid 
only for a maximum of seven days. The handling charges for such 
a policy would be high, and as far as we know there is little 
demand for such coverage.

I also should add that I yesterday received a telephone call 
from Mike Ford regarding the change we proposed to Section 
28.22.301 of this legislation. We proposed this language because 
of experience we have had in other states which have adopted 
mandatory insurance where by judicial decision courts have 
interpreted mandatory coverage as meaning absolute or total 
coverage regardless of policy conditions, limitations or 
exclusions. We do not understand this to be the purpose of this 
legislation and hope that if the committee does choose to move 
this bill, this change can be made.

The following types of exclusions are examples of what we 
are concerned about:

1. Intentional acts to injure the person or property of third 
p a r t i e s .

2. Vehicle stolen or used without insured's actual or implied 
c o n s e n t .
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3. insured's failure to cooperate in reporting of accident or 
forwacding of suit papers.

4. jhicle owned but not insured by named insured.

5. Vehicle rented to others.

6. Vehicle used to carry persons for hire, but not in an 
expense-sharing arrangement.

7. Vehicle being repaired, serviced, or used by any person 
employed or engaged in the automobile business.

8. Liability assumed under a contract.

9. Liability ircurred under workers' compensation or 
occupational disability law.

10. Liability to any employee of the insured arising from 
employment.

11. Liability to fellow servant arising from employment.

12. Liability for damage to property owned by, rented to, in the 
care of, or being transported by an insured.

13. Liability for injury or death to any insured or relative 
resident of insured's household.

14. Liability for injury or damage for which United States might 
be liable for use of insured vehicle.

15. Liability incurred by or on account of driver specifically 
excluded from coverage.

16. For insured's concealment or material misrepresentation 
which wrongfully induces insurer to issue policy of insurance.

All the risks which are excluded of course tend to narrow the 
exposure and thus decrease the cost of automobile insurance. The 
difficulty we have had, however, is that a number of courts after 
the enactment of mandatory insurance, have found exclusions are 
contrary to the philosophy of mandatory liability coverage and 
thus have invalidated those exclusions. A good example is the 
recent decision of the Montana Supreme Court in the case of Iowa 
Mutual Insurance Company v. Davis and B e c k , Number 87-317 
(March 18, 19 88 M o n t a n a ). TiT that case the insured's son was
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specifically excluded from coverage. However, the Montana 
Supreme court found that such an exclusion was inconsistent with 
the philosophy of mandatory automobile insurance and invalidated
this as well as other exclusions up to the limits of the 
mandatory insurance law. Courts in Michigan, Louisiana, Utah,
Oklahoma, and Kansas have at one time or another done the same. 
'This is why we continue to strongly recommend the following 
change to Section 28.22.301:

A provision in this chapter may not be
interpreted to prohibit a motor vehicle 
liability policy from including limitations, 
conditions, exceptions, exclusions, or other 
provisions [that do not violate the 
requirements of this Chapter or other 
applicable law.] This Chapter is not intended 
to modify, amend or invalidate existing motor 
veBlcle liability insurance policy terms, 
conditions, limitations, or exclusions, or to 
preclude insurance companies from using 
similar terms, conditions, limit a t i o n s , or
exclusions in existing or future contracts'?

Thank you for considering our suggestions.

Sincerely,

HUGHES, THORSNESS, GANTZ,
POWELL & BRUNDIN

Michael L. Lessmeier

MLL:srs/017 3L

Enclosure: Graphs

cc: Senator Rodey
Senator Faiks 
Senator Kerttula 
Senator Coghill
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Reply to: JUNEAU
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April 7, 1989

Ms. Sheila Peterson 
Legislative Aide 
Office of Senator Eliason 
P.O. Box V
Juneau, Alaska 99811

Re: NAIC Collision Damage Waiver Model Act

Dear Sheila:

Enclosed herewith, please find a copy of the NAIC Collision 
Damage Waiver Model Act. as well as a report of the Advisory 
Committee that preceeded the NAIC passage of this Act. if we can 
provide further information to you in this regard, please let us 
know and we will be happy to do so.

Sincerely

HUGHES, THORSNESS, GANTZ 
POWELL & BRUNDIN

M i c h a e l  L .  L e s s m e i e r

da-0207L

E n c l o s u r e s



CO LL IS IO N  DAMAGE W AIVER 
M O D EL ACT

T ab le  o f C on ten ts

Section 1. Title of Chapter 
Section 2. Scope
Section 3. Purpose
Section 4. Definitions
Section 5. Practices Prohibited
Section 6. Penalties
Section 7. Effective Date

S ec tio n  1. T itle  o f C h a p te r

This chapter shall be known and may be cited as the Collision Damage Waiver Model Act.

S ec tio n  2. S cope

This chapter shall apply to all persons and organizations renting private passenger automobiles from loca­
tions in this state

Drolling Note: This Act replaces the Collision Damage Waiver Model Act adopted by the NAIC in June, 1986.

S ec tio n  3. P u rp o s e

The purpose of this Act is to prohibit rental car companies from imposing liability upon renters subject to 
certain stated exceptions and the sale of the collision damage waiver in connection with private passenger 
automobile rental agreements of thirty CiO) days or less.

Section 4. Definitions

A. “Rental Company” means any person or organization in the business of providing private pas­
senger automobiles to the public

B. “Renter” means any person or organization obtaining the use of a private passenger automobile 
from a rental company under the terms of a rental agreement.

C. “Rental Agreement” means any written agreement setting forth the terms and conditions govern­
ing the use of a private passenger automobile provided by a rental company.

D. "Damage" shall mean any damage or loss to the rented vehicle, including loss of use and any costs 
and expenses incident to the damage or loss.

E . “Private Passenger Automobile” or “Vehicle” shall mean a motor vehicle of the private passenger 
type including passenger vans and mini vans that are primarily intended for transport of persons.

E “Authorized driver7' shall mean: the person to whom the vehicle is rented; his/her spouse if a licensed 
driver and satisfying the rental company’s minimum age requirement; his/her employer or 
coworker if engaged in business activity with the person to whom the vehicle is rented and if a 
licensed driver satisfying the rental company’s minimum age requirement; any person who oper­
ates the vehicle during an emergency situation or while parking the vehicle at a commercial

Model Regulation Service-July 1988
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establishment; or any person expressly listed by the rental company on the rental agreement as 
an authorized driver.

S e c tio n  5. P ra c t ic e s  P ro h ib i te d

A. No rental company snail, in rental agreements of thirty (30) continuous days or less, hold any 
authorized driver liable for any damage, except where:

Drolling Note: It isexpressly recommended by the NAIC that no deductible be charged by the rental company. Any jurisdiction that 
chooecs to allow a nominal deductible should be careful to include language which would prohibit the offering of a waiver for whatever 
nominal deductible is allowed.

(1) The damage is caused intentionally by an authorized driver or as a result of his willful and 
wanton misconduct;

(2) Tlie damage arises out of the authorized drivers operation of the vehicle while legally intox­
icated or under the influence of any illegal drug as defined or determined under the law of 
the state where the damage occured;

(3) Tho damage is caused while the authorized driver is engaged in any speed contest;

Drafting Note: "Speed contest" 1s a recognized term in many states. It is in no way intended, however, to mean exceeding a speed 
limit whether lawfully or unlawfully.

(4) Tlie rental transaction is based on information supplied by the renter with the intent to 
defraud tlie rental company;

(5) Tlie damage arises out of the use of the vehicle while committing or otherwise engaged in 
a criminal act in which the automobile usage is substantially related to the nature of the 
criminal activity;

Drafting Note: Tlie intent of Paragraph (5) is to only allow on exception where the vehicle is used in the commission of a felony or 
other serious criminnl activity wherein the vehicle is a means or operative tool of the act including transport of illegal contraband 
or as a means of escape. It is not intended to cover minor traffic violations.

(6) The damage arises out of the use of the vehicle to carry persons or property for hire;

(7) The damage arises out of the use of the vehicle outside of the United States or Canada unless 
such use is specifically authorized by the rental agreement.

B. No action for damage may be brought by a rental company against u renter who is a resident of 
the United States except in the state and county of the renter's primary residence.

C. No security or deposit for damage in any form may be required or requested by the rental 
company during the rental period or pending resolution of any dispute

Drafting Note: It is intended that Subsection C include, but not be limited to, the practice of requiring security in the form of credit 
card lines of credit. Security may be allowed but only in such amounts to reasonably insure payment on the account or security for 
return of the automobile.

D. No waiver may be offered to provide coverage for any of the exceptions [or deductible, if applica­
ble] listed above.

Collision Damogo Waiver
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Any rental company, found by a court of competent jurisdiction or the delegated agency charged with enforc- 
ing this Act in this state, to have violated n provision of this Act, or to have proceeded with a lack of good 
faith to impose liability upon a renter os provided in this chapter, shall lie subject to u penulty of not less 
than five hundred dollars ($500.00) nor more than one thousand dollars ($1,000.00) for each violation.

Section 7. Effective Dote
The provisions of this Act ahull become effective within ninety (90) days after enactment.

Section 6. Penalties

le g is la t iv e  H is t o r y  (a ll re f' ten e ts a r t  to th e  P ro ce e d in g s (/ th e  N A IC ) .
1 3 8 3  P r o c  I I  (a d op ted !.

T h is  m od e l a ct re p la ce s a n  e a r lie r  d o cu m e n t  b y  th e  sa m e  n a m e  w h ic h  u se d  a  d iffe ren t a p p ro a ch . 

19 8 6  Ih o c  1 1 1 2 . 1 7 .  1 6 4 .1 7 2  1 7 3 , 1 7 7 1 7 9  (ado/ted ).

Copyright 1988 NAIC 72843



REPORT OF THE MARKET CONDUCT A D V I S O R Y  COMMITTEE

March 14, 1988

At the December 8, 1987 meeting of the Market Conduct
Surveillance (EX3) Task Force, this Advisory Committee was
requested to reexamine the Issue of the sale by rental car
companies of collision dam a g e  waivers. The Advisory Commit­
tee was also requested to comment on other problem areas 
detailed In the report o f  the Subgroup on Rental Car Insur­
ance d a t e d  N o v e m b e r  19, 1987. T h e  f o l l o w i n g  r e p o r t  is
offered in response to these requests.

The Advisory Committee met February 23 at NAIL head­
quarters In Des Plaines, Illinois. Prior to that meeting,
Advisory Committee members had exchanged various telephone 
calls in connection with recent legislative activity and 
p u b l i c i t y  i n v o l v i n g  the c o l l i s i o n  d a m a g e  w a i v e r  issue. 
The February 23 meeting was devoted to a detailed discussion 
of these issues and has led to the recommendations contained 
in this report.

History of NAIC Activity

T h e  N A I C  has b e e n  s e n s i t i v e  to the p o t e n t i a l  for
a b u s e s  in the sale o f  c o l l i s i o n  d a m a g e  w a i v e r s  (CDWs) 
for several years. These concerns led to the passage of 
the NAIC Model Collision Damage Waiver Act at the June, 1986 
meeting. This model addresses the cost of CDWs by requiring 
the filing of rate information at least 30 days prior to 
use. It further requires car rental companies to be li­
censed to sell CDWs, to file policy forms for approval, and 
to d i s c l o s e  to the c o n s u m e r  i n f o r m a t i o n  c o n t a i n e d  in a 
required notice. To date, no state legislature has enacted 
the model collision damage waiver law, although several have 
considered it.

At the time of passage of the model act, it was recog­
nized that rental car companies would still be able to sell 
collision damage waivers for a fee, even though the protec­
tion offered was less than complete and may be unnecessary 
for some r e n ters. M a n y  c o n s u m e r s  would be inclined to 
purchase collision damage waivers out of confusion or for 
peace o f  mind. It was further recognized that rental car 
companies could continue to advertise d a i l y  rental charges 
that did not include the cost of collision damage waivers. 
C o n s e q u e n t l y ,  the c o n s u m e r  wo uld st i l l  face the c o m m o n  
situation of being attracted to the car rental company by an 
advertised rate, only to find at time of rental that the
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Uotal charge was significantly higher due to the cost of the 
collision damage waiver. Other limitations recognized in 
the model at time of enactment will be referenced later in 
this report.

Recent Developments

Since the December meeting of the NAIC, new evidence of 
the potential for abuse by rental car companies has sur­
faced. Specifically, Hertz has admitted to overcharging in 
excess of $13 million dollars for damage to rental cars over 
a seven year period. These overcharges have been paid by 
individual consumers who had not purchased the CtW (and who 
had no insurance for damage to non-owned vehicles) and by 
i n s u r a n c e  c o m p a n i e s  on b e h a l f  of p o l i c y h o l d e r s  w h o  had 
p u r c h a s e d  c o v e r a g e  for n o n - o w n e d  v e h i c l e s ,  t y p i c a l l y  in 
connection with collision coverage. The situation illus­
trat e s  h o w  the c o l l i s i o n  d a m a g e  w a i v e r  a s p e c t  of the 
car r e n t a l  a g r e e m e n t  is p a r t i c u l a r l y  p r o n e  to fraud and 
other consumer abuse.

It should be noted that the regulation provided for in 
the N A I C  M o d e l  Act w o u l d  not h a v e  p r e v e n t e d  car r e n t a l  
companies from overbilling for damage caused by car renters. 
It further would not have protected consumers against other 
adverse consequences, e.g., having points assessed against 
their p e r s o n a l  auto i n s u r a n c e  p o l i c i e s  d u e  to i n f l a t e d  
claims being paid by insurers on their behalf. In order to 
prevent instances of such overcharging and to address other 
potential areas of consumer abuse, an approach other than 
the existing NAIC Model Act must be considered.

It has been discussed frequently since the outset of 
NAIC consideration of this issue that a collision damage 
waiver is legally not insurance. Rather, it is the forgive­
ness by the lessor of a responsibility of the lessee arising 
under common law or statutory principles of bailment. The 
distinction between insurance and CCW is generally thought 
to be not understood by the average consumer. This d i s tinc­
tion has, however, been significant as attempts have been 
made unsuccessfully to regulate CD/Js under a state's insur­
ance authority. The NAIC Model Act avoided this potential 
p r o b l e m  by r e f r a i n i n g  f r o m  d e f i n i n g  C D W s  as i n s u r a n c e .

Limitation of Bailment Rights

A f t e r  r e v i e w i n g  v a r i o u s  s u g g e s t i o n s  m a d e  to date 
regarding CDls, the Advisory Committee has concluded that 
the most effective way of eliminating actual and potential 
abuse is by changing the law of bailment as it pertains to 
car rental companies. Specifically, the Advisory Committee
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has determined that statutory change is necessary to re­
strict substantially the car rental company's recourse for 
damages caused by the car renter. (Recourse would still be 
allowed in cases of gross misconduct on the part of the car 
r e n t e r ) .  Such a r e s t r i c t i o n  w o u l d  r e q u i r e  car r e n t a l  
c o m p a n i e s  to a s s u m e  the risk of d a m a g e  to their r e n t a l  
vehicles as part of their normal business expenses. These 
expenses consequently would be reflected in daily/weekly 
rental car rates. The risk of loss posed by the elimination 
of b a i l m e n t  r e c o v e r y  c o u l d  be i n s u r e d  a g a i n s t  or se l f -  
insured .

The Advisory Committee recommends the following lan­
guage to accomplish this obiective:

"No person who leases private passenger motor 
vehicles to consumers shall, in lease agreements
of less than 30 days, hold a consumer liable for
physical damage to the motor vehicle, including
loss of use, e x c e p t  where: (1) the d a m a g e  is
c a u s e d  i n t e n t i o n a l l y  by the c o n s u m e r  or as a 
result of his willful or wanton misconduct; (2) 
the d a m a g e  a r i s e s  out of the c o n s u m e r ' s  or his 
permissive users's driving while intoxicated or 
under the influence of any drug; or (3) the damage 
is caused while a consumer or his permissive user 
is engaged in any speed contest."

We would note that the exceptions contained in this 
language are those the NAIC chose to include in the Model 
CEW Act.

Advantages of a Bailment Restriction

This approach offers advantages to both the rental car 
consumer and the automobile insurance policyholder. They 
include the following:

(1) E l i m i n a t i o n of o p p o r t u n i t y  for abuse. Un d e r  
this approach, rental car companies would no Longer have 
recourse against car renters under traditional principles of 
bailment. Consequently, rental car companies would have no 
" r i g h t "  to w a i v e  v i a  the c o l l i s i o n  d a m a g e  w a i ver. The 
consumer would not be faced with the uncertainty he or she 
may experience today at the rental car desk.

(2) Rental car expenses will be in t e r n a l i z e d . Without 
the opportunity to charge for CD4s or to hold car renters 
r e s p o n s i b l e  for damage, car ren t a l  c o m p a n i e s  w o u l d  be 
required to incorporate the collision damage losses into 
their operating expenses. These expenses would be reflected
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in the daiLy or weekly rental, car charges. Since there would 
be no payments from the automobile insurer for damage caused 
by its policyholder to a rental car, auto insurance policy­
holders who would not want or need such coverage in their 
personal automobile policies would not be required to pay 
for it. O n l y  c o n s u m e r s  a c t u a l l y  r e n t i n g  ca rs would be 
paying (in rental car charges) for damage to rental cars.

(3) Eq u i t a b l e  response to problems arising in the car 
rental contex~t~I Ail parties agree that to the extent CL)W 
a b u s e s  exist, they are caused e x c l u s i v e l y  by rental car 
companies. The proposed solution would address such abuses 
directly via a limitation on traditional bailment rights of 
car rental companies. Imposing the solution on insurers 
through mandatory coverage or other requirements would be 
fundamentally unfair.

(4) Possible gaps in coverage for damage to rental c a r s 
w ould be avoided. To the extent coverage for rental cars is 
avail able In a r e n t e r ' s  p e r s o n a l  a u t o m o b i l e  i n s u r a n c e  
policy, it is usually provided under the collision coverage 
p o r t i o n  o f  the p o l i c y .  However, this c o v e r a g e  is not 
all-inclusive, as it typically does not apply to loss of 
use to the rented car. Further, the policyholder who drops 
c o l l i s i o n  c o v e r a g e  from his or h e r  p e r s o n a l  a u t o m o b i l e  
insurance policy may inadvertently be losing coverage for 
rented cars. T h e  a p p r o a c h  r e c o m m e n d e d  by the A d v i s o r y  
Committee avoids these gaps altogether, inasmuch as the car 
renter's personal automobile insurance policy would not be 
responding to claims for damage to rental cars. The several 
CDW exclusions currently found in car rental contracts would 
also cease to be a cause of concern to the consumer.

(5) I n s u r a n c e r e g u l a t o r y  r e s o u r c e s  would not be re­
quired . Problems associated with attempting to regulate 
rental car companies under the provisions of the NAIC Model 
Act would be avoided entirely. Since rental car companies 
would not be able to sell CDWs, there would be no need for 
insurance de partments to approve rates, review policy forms, 
or o t h e r w i s e  r e g u l a t e  ren t a l  c a r  c o m p a n i e s .  Given the 
a l r e a d y  l i m ited r e s o u r c e s  i n s u r a n c e  d e p a r t m e n t s  have to 
d e v o t e  to r e g u l a t i n g  in th ese i m p o r t a n t  ar eas as they 
involve insurance companies, this approach would avoid the 
need for e x t e n d i n g  such r e g u l a t i o n  to the rental car 
industry.

(6) True price competition would be fostered. This 
proposal would require rental car companies to compete on 
even terms. Presently, the costs of the CDWs vary substan­
tial l y  from c o m p a n y  to c o m p a n y .  Some c o m p a n i e s  even 
incorporate the cost of such waivers in their quoted rental



ra t e s  a l r e a d y .  T h e  d i f f i c u l t y  f a c i n g  the c o n s u m e r  In 
determining in advance the approximate cost of renting an 
automobile would be reduced, inasmuch as tlie overall rental 
rate would include the collision damage waiver. Although it 
can be argued in theory that this approach could increase 
the cost of renting cars, pressure caused by enhanced price 
c o m p e t i t i o n  w o u l d  k e e p  any c o s t  i n c r e a s e  to a m i n i m u m .  
S i n c e  t h e r e  a r e  no r e l i a b l e  d a t a  c u r r e n t l y  a v a i l a b l e  to 
determine rental car company profitability, it is possible 
that this approach will actually reduce the overall consumer 
cost of renting cars.

( 7) 0 ther A d v a n t a g e s o_v er t̂ h e _ NA 1C M odel (Jo 11̂  is 1 o n
D a m a g e W a i v er A c t. Tnis a p p r o a c h  w o u l d ”el ini'fnate the 
potential for overcharging car renters or their insurers for 
damage caused to rental vehicles. Insurance companies would 
not be in the disadvantageous position they face today of 
attempting to assess damage to a rental car caused by their 
policyholders. The potential competitive disadvantages to 
small rental car companies posed by tlie current NAIC Model 
Act filing requirements would be eliminated. The problems 
of distinguishing the COJ from insurance would be avoided. 
Car renters would not find themselves "in the middle" of 
damage claims involving their insurance companies and rental 
car companies. Car rental companies would have an incentive 
to r e p a i r  d a m a g e d  car s e x p e d i t i o u s l y  to r e d u c e  loss of 
u s e .

Other Problems Identified by the Subgroup

The report of the NAIC Subgroup on Rental Car Insurance 
also referenced sales practices involving personal effects 
coverage, excess liability coverage, and accidental death 
and d i s m e m b e r m e n t .  Vie w o u l d  n o t e  that these ar eas are 
a l r e a d y  s u b j e c t  to the i n s u r a n c e  r e g u l a t o r y  a u t h o r i t y  
of the states. To the extent that abuses in these areas are 
o c c u r r i n g ,  s t a t e  r e g u l a t o r y  o f f i c i a l s  h a v e  the p o w e r  to 
correct them. Since the thrust of the Subgroup's concerns 
appear to be related to sales activity by rental car company 
e m p l o y e e s ,  we w o u l d  m e n t i o n  p a r t i c u l a r l y  the e x i s t i n g  
r e g u l a t o r y  a u t h o r i t y  to r e q u i r e  l i c e n s e s  of i n s u r a n c e  
p r o d u c e r s .

In closing, the Advisory Committee urges the Task Force 
to c o n s i d e r  c a r e f u l l y  the a p p r o a c h  o f f e r e d  to r e s o l v e  
p r o b l e m s  a s s o c i a t e d  w i t h  the sale of c o l l i s i o n  d a m a g e  
w a i v e r s .  T h e  A d v i s o r y  C o m m i t t e e  is not s u g g e s t i n g  that 
common law and statutory principles related to all bailment 
situations be modified; only bailment r e l a t i n g’to the car 
rental relationship. That relationship has been shown to be 
particularly prone to abuse and confusion and consequently 
merits special treatment to protect consumers.



T h e  A d v i s o r y  C o m m i t t e e  s h a r e s  the f r u s t r a t i o n  of 
Task Force members over problems in the sale of collision 
d a m a g e  w a i v e r s .  T h e s e  p r o b l e m s  ha ve h a r m e d  c o n s u m e r s  
f i n a n c i a l l y  and need to be a d d r e s s e d  e f f e c t i v e l y .  We 
believe that the best and most equitable solution in this 
area lLes In the s t a t u t o r y  c h a n g e  r e c o m m e n d e d  in this 
report. We will be pleased to work further with tlie Task 
Force in discussing and refining this approach.



MEMORANDUM State of Alaska
TO: Linda Wild

Special Assistant to Commissioner 
DCED

THRU: Paul Roller, Director 
Division of Insurance

FROM: Bob Sims
Insurance Ifî arket Analyst II 
Division of Insurance 
Department of Commerce and 

Economic Development

DATE: April 6, 1989 

FILE NO.:

TELEPHONE NO.: (907) 465-2517

SUBJECT: Mandatory Auto 
Insurance

This bill reinstates mandatory automobile insurance immediately upon passage. 
It also calls for the sunsetting of mandatory Insurance on January 1, 1994.

We have a concern about one section of the bill. On January 1, 1994 AS 
21.89.020(f)(2) is repealed and reenacted to read:

"An automobile liability insurance policy must provide liability coverage for 
motor vehicles rented in the United States or Canada by a person insured 
under this policy: coverage required under this paragraph is primary if 
multiple coverage exists."

This proposed section of the bill concerns motor vehicle liability insurance for 
rented vehicles. It would require that in the event a person had multiple 
insurance coverage, ie coverage on his vehicle, insurance provided under AS 
21.89.020(f)((2) would apply before coverage from the rental car company's 
Insurance policy would apply. It makes the renters' coverage primary. This 
proposal is tailored after a similar provision in Florida where tlie system is 
different. Florida has a no fault law.

Historically, auto liability insurance has been based upon the concept 
"insurance follows the auto." Insurance premium and loss data are collected 
based upon the type of vehicle and garage location. Personal Insurance is 
distinguished from commercial insurance and business insurance. Personal 
rates are based upon an individual's personal use of owned vehicles in the local 
area.

Auto rates for car rental companies are based upon rental of that vehicle in the 
location from which it is rented. Most vehicles are rented for business or 
vacation use.

If personal auto "insurance" was covering business and non-local usage, the 
statistical base for premiums would be undermined. In all likelihood, those 
Alaskans who do not travel and rent autos would be subsidizing those of us who 
do.

P A G E  1



MEMORANDUM
Paul Roller 
4/6/89

Furthermore, most Alaskans on vacation will rent a vehicle outside. Those 
premiums and losses should not be included in the Alaskan data base.

Finally, because this proposal runs counter to the reasonable expectations of 
vacationers coming to Alaska, it might well adversely impact the state's image 
for tourists if they have surprises when they rent vehicles in Alaska.

P A G E  2



Alaska State Legislature
S E N A T E

Official Business P.O. Box V
State Capitol 

Juneau, Alaska 99811

MEMORANDUM

T o :  S e n a t o r  D i c k  E l i a s o n
S e n a t e  L a b o r  a n d  C o m e ftn f c f l t t e e

F r o m :  S e n a t o r  J a c k  C o g h i

R e :  M a n d a t o r y  A u t o  I n s u

D a t e :  A p r i l  5 ,  1 9 8 9

A t t a c h e d  y o u  w i l l  f i n d  a  c o p y  o f  a  l e t t e r  f r o m  a n o t h e r  o n e  o f  
m y c o n s t i t u e n t s  t h a t  h a s  e x p e r i e n c e s  a  p r o b l e m  w i t h  o u r  
p r e s e n t  s y s t e m  o f  m o t o r  v e h i c l e  l a w s ,  a s  t h e y  r e l a t e  t o  a u t o  
i n s u r a n c e .

I  s u g g e s t  t h a t  l e n g t h y  L a b o r  & C o m m e r c e  h e a r i n g s  b e  h e l d  t h i s  
i n t e r i m  t o  a d d r e s s  t h e  t e n  p o i n t s  r a i s e d  i n  A r l e e n  B u r g e s s ' s  
a t t a c h e d  l e t t e r .

Y o u  w i l l  n o t e  t h a t  s e v e r a l  o f  t h e  i s s u e s  r a i s e d  i n  t h e  l e t t e r  
a l s o  h a v e  b e a r i n g  o n  J u d i c i a r y  C o m m i t t e e  w o r k .  T h e r e f o r e ,  I  
h a v e  a l s o  n o t i f i e d  S e n a t o r  F a i k s  o f  m y  c o n c e r n  i n  t h i s  a r e a .
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I * U K L I C  K E F E 2 V K E I I  A G E N C Y  /  m b m n e t t e  street
/ SUITE 1

j  FAIRBANKS. AtASKA 09701-4510
/ PHONE: (907) 452-1621

November 2, 1988

Bruce Geraghty
P.O. Box 55028 ■
North Pole, Alaska 99705i

Dear Mr. Geraghty:

Earlier today, we discussed the problem Ms. Starr Tucker has encountered in 
attempting to secure a driver's license. Ms. Tucker and I both appreciate 
your interest in her situation and your prompt response to her request for 
help.

In September of 1985, Ms. Tucker was involved in a motor vehicle accident; the 
other vehicle was driven by a gentleman named Cleve Davis, Jr. Because she 
didn't have insurance, Ms. Tucker's license was revoked for ninety days, 
pursuant to AS 28.22.240(a)(1), and she will be required to satisfy the SR-22 
insurance requirement described in AS 28.22.260(b) until January 1989. She 
understands these provisions and is fully prepared to comply with them. The 
problem relates to the additional requirement of a security deposit which 
appears in AS 28.20.150. Under that provision, she must also post security in 
an amount specified by DMV in order to get her license back. Ms. TUcker has 
been, and continues to be, financially unable to satisfy that requirement.

As Mr. Delaney told me this morning, the obvious purpose of that requirement 
is to protect the other person involved in the accident; it is inapplicable in 
the event of execution of a release, AS 28.20.100, entry of judgment, AS 
28.20.110, or settlement of the claim, AS 28.20.120. Ms. Tucker has been 
unable to settle the claim or obtain a release because Mr. Davis appears to 
have left Alaska for parts unknown. Normally, under these circumstances, it 
would be a simple matter for her to go to court and obtain an adjudication of 
nonliability. But she is precluded from doing that by the fact that the 
relevant statute of limitations has already run. See AS 09.10.070.

Ms. Tucker's predicament seems to be the result of an inconsistency within the 
statutory scheme. Any liability she might have had toward Mr. Davis was 
extinguished as of September 1987. Yet the security requirement, which is 
supposed to protect Mr. Davis, remains effective until January 1989. That 
requirement is obviously pointless with regard to the period between those 
dates. What is worse, though, is that it deprives Ms. Tucker of the 
opportunity to regain her driving privileges during that period and there is 
apparently nothing she can do about it.
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MULES COMMIT TEE, CHAIRMAN
l a b o h  a c o m m e r c e  c o m m i t t e e , v i c e-c h a i r m a n  

LEOIUl ATIVe COUNCIL 
RESOURCES COMMITTEE 

FISHERIES SUBCOMMITTEE, CHAIRMAN

P O  BOX V 
JUNEAU ALASKA 90811 

(90N48S 49IS

P O  BOX I4J 
SIIKA, Al AS* A 99614

J u n e  7 ,  1 9 8 0

J o h n  S t r a s e n b u r g h  
P .  0 .  B o x  1 0 0 1 7 1  
A n c h o r a g e ,  A l a s k a  9 9 5 1 0

D e a r  M r .  S t r a s e n b u r g h :

T h a n k  y o u  f o r  y o u r  r e c e n t  l e t t e r  c o n c e r n i n g  t h e  S e n a t e ' s  
f a i l u r e  t o  p a s s  l e g i s l a t i o n  e x t e n d i n g  t h e  m a n d a t o r y  a u t o  
i n s u r a n c e  r e q u i r e m e n t .  I  c a n  c e r t a i n l y  u n d e r s t a n d  y o u r  
i n t e r e s t  i n  t h i s  i s s u e  d u e  t o  y o u r  i n v o l v e m e n t  i n  a n  a c c i d e n t  
w i t h  a n  u n i n s u r e d  d r i v e r .

M a n d a t o r y  a u t o  i n s u r a n c e  h a s  b e e n  d e b a t e d  b y  t h e  L e g i s l a t u r e  
f o r  m a n y  y e a r s ,  a n d  t h e  i s s u e  h a s  l o n g  b e e n  c o n s i d e r e d  a 
c o n t r o v e r s i a l  o n e .  T h e  la v ;  n o w  o n  t h e  b o o k s  ( p a s s e d  i n  1 9 8 4 )  
w a s  m a d e  s u b j e c t  t o  a  " s u n s e t "  p r o v i s i o n ,  a  p r o v i s i o n  p u t  i n  
p l a c e  s o  t h a t  t h e  p r o g r a m  c o u l d  b e  r e v i e w e d  t o  d e t e r m i n e  
w h e t h e r  o r  n o t  i t  w a s  p e r f o r m i n g  a s  e x p e c t e d ;  i f  i t  w a s  n o t ,  
i t  c o u l d  b e  d i s c o n t i n u e d .

T h e  D e p a r t m e n t  o f  P u b l i c  S a f e t y  r e c o m m e n d e d  l a s t  y e a r  t h a t  t h e  
l a w  b e  s u n s e t t e d .  T h e  r e q u i r e m e n t  o f  m a n d a t o r y  a u t o  i n s u r a n c e  
i s  b e i n g  e n f o r c e d  b y  t h e  D e p a r t m e n t  o n l y  w h e n  a n  a c c i d e n t  
o c c u r s ,  a n d  i s  n o t  e n f o r c e d  w h e n  a  6 - p o i n t  v i o l a t i o n  o c c u r s .  
E n f o r c e m e n t  c a p a b i l i t y  h a s  b e e n  l i m i t e d  b y  t h e  a m o u n t  o f  m o n e y  
a p p r o p r i a t e d  f o r  t h e  p r o g r a m .

T h e  D e p a r t m e n t  h a s  a l s o  q u e s t i o n e d  w h e t h e r  t h e  l e g i s l a t i o n  i s  
c o s t - e f f e c t i v e .  A l t h o u g h  t h e  l a w  d i d  h a v e  a n  i m p a c t  o n  
r e d u c i n g  t h e  n u m b e r  o f  u n i n s u r e d  d r i v e r s ,  t h e  q u e s t i o n  w a s  
r a i s e d  w h e t h e r  t h e  v a l u e  o f  t h e  p r o g r a m  j u s t i f i e s  t h e  c o s t s  o f  
a d m i n i s t e r i n g  i t .

Y o u r  e x p e r i e n c e  i n  b e i n g  h i t  b y  a n  u n i n s u r e d  m o t o r i s t  
h i g h l i g h t s  o n e  o f  t h e  d e f i c i e n c i e s  o f  t h e  l a w .  E v e n  w i t h  a  
m a n d a t o r y  a u t o  i n s u r a n c e  r e q u i r e m e n t ,  u n i n s u r e d  a n d



J o h n  S t r a s e n b u r g h  
J u n e  7 ,  1 9 8 8  
p a g e  t w o

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

W h e n  m a n d a t o r y  a u t o  i n s u r a n c e  i s  t e r m i n a t e d  ( J a n .  1 ,  1 9 8 9 ) ,  
t h e  f i n a n c i a l  r e s p o n s i b i l i t y  l a w  w i l l  r e m a i n .  T h e  f i n a n c i a l  
r e s p o n s i b i l i t y  l a w  p r o v i d e s  t h a t  i f  y o u  a r e  i n v o l v e d  i n  a n  
a c c i d e n t  a n d  t h e  o t h e r  p e r s o n  i s  a t  f a u l t ,  t h e y  a r e  l i a b l e  f o r  
t h e  d a m a g e s .  I f  y o u  a r e  i n v o l v e d  i n  a n  a c c i d e n t ,  a n d  a r e  n o t  
a t  f a u l t ,  a n d  t h e  o t h e r  p a r t y  h a s  n o  i n s u r a n c e  a n d  n o  m o n e y  t o  
p a y  f o r  d a m a g e s ,  e v e n  i f  t h e  m a n d a t o r y  a u t o  i n s u r a n c e  l a w  i s  
i n  e f f e c t , t h e  o n l y  w a y  y o u  a r e  c o v e r e d  i s  i f  y o u  h a v e  
p u r c h a s e d  u n i n s u r e d / u n d e r i n s u r e d  m o t o r i s t ' s  c o v e r a g e .  ( F r o m  
y o u r  l e t t e r ,  I  i n f e r  t h a t  y o u  d o  h a v e  t h i s  c o v e r a g e .  
I n c i d e n t a l l y ,  y o u r  r a t e s  s h o u l d  n o t  g o  u p  a s  a  r e s u l t  o f  a n  
a c c i d e n t  u n l e s s  y o u  w e r e  m o r e  t h a n  50% a t  f a u l t ,  i n  w h i c h  c a s e  
m o s t  c a r r i e r s  w i l l  i n c r e a s e  y o u r  r a t e s . )

S t a t i s t i c s  r e f l e c t  t h a t  t h e  n u m b e r  o f  d r i v e r s  s u s p e n d e d  u n d e r  
t h e  f i n a n c i a l  r e s p o n s i b i l i t y  l a w  w h o  w e r e  u n a b l e  t o  c o m p l y  
w i t h  t h e  f i n a n c i a l  r e s p o n s i b i l i t y  r e q u i r e m e n t  c o n s t i t u t e d  l e s s  
t h a n  3% o f  t h e  t o t a l  n u m b e r  o f  d r i v e r s  i n v o l v e d  i n  m o t o r  
v e h i c l e  a c c i d e n t s . T h i s  d o e s  n o t  m e a n  t h a t  2 .9 %  o f  t h e  p e o p l e  
w h o  w e r e  i n v o l v e d  i n  a c c i d e n t s ,  a n d  n o t  a t  f a u l t ,  w e r e  n o t  
c o m p e n s a t e d ,  a s  s o m e  m a y  h a v e  h a d  u n i n s u r e d  m o t o r i s t  c o v e r a g e ,  
l i k e  y o u r s e l f .

A t  t h e  t i m e  t h e  m a n d a t o r y  a u t o  i n s u r a n c e  l e g i s l a t i o n  w a s  
p a s s e d ,  I  s u p p o r t e d  t h e  e n a c t m e n t  o f  l e g i s l a t i o n  r e q u i r i n g  
i n s u r a n c e  c o m p a n i e s  t h a t  o f f e r e d  a u t o  i n s u r a n c e  t o  A l a s k a n s  t o  
o f f e r  u n i n s u r e d  m o t o r i s t  c o v e r a g e  a s  w e l l .  T h a t  r e q u i r e m e n t  
w i l l  r e m a i n  i n  e f f e c t  e v e n  a f t e r  t h e  m a n d a t o r y  a u t o  i n s u r a n c e  
r e q u i r e m e n t  i s  t e r m i n a t e d ,  a s s u r i n g  t h e  a v a i l a b i l i t y  o f  t h a t  
c o v e r a g e .

W h e n  y o u  c o m e  d o w n  t o  i t ,  y o u  r e a l l y  b u y  i n s u r a n c e  f o r  
y o u r s e l f ;  y o u  m a k e  t h e  c h o i c e  w h e t h e r  y o u  w a n t  t o  b e  c o v e r e d  
o r  n o t ,  w h e t h e r  i t  i s  h e a l t h  i n s u r a n c e ,  l i f e  i n s u r a n c e ,  m o t o r  
v e h i c l e  i n s u r a n c e  o r  o p t i o n a l  u n i n s u r e d  m o t o r i s t  c o v e r a g e .  M y 
c h o i c e ,  l i k e  y o u r s ,  i s  t o  t a k e  r e s p o n s i b i l i t y  f o r  m y s e l f ,  a  
c o n c e p t  y o u  d e s c r i b e  a s  f u n d a m e n t a l .  I  d o n ' t ,  a s  y o u r  l e t t e r  
c l a i m s ,  " e n d o r s e  t h e  o p p o s i t e . "  I  d o  r e c o g n i z e ,  a s  d o  m o s t  
r e s p o n s i b l e  a d u l t s ,  t h a t  t h e r e  a r e  a l w a y s  g o i n g  t o  b e  p e o p l e  
w h o  d o  n o t  a s s u m e  f u l l  r e s p o n s i b i l i t y  f o r  t h e m s e l v e s ;  t h a t ' s  
j u s t  a  f a c t  o f  l i f e .  Y o u  q u e s t i o n ,  " W h a t  p o s s i b l e  
j u s t i f i c a t i o n  c a n  t h e r e  b e  f o r  a l l o w i n g  u n i n s u r e d  d r i v e r s  a n d  
v e h i c l e s  o n  t h e  r o a d ? "  T h e r e  i s  n o  j u s t i f i c a t i o n ,  a n y  m o r e  
t h a n  t h e r e  i s  j u s t i f i c a t i o n  f o r  p e o p l e  t o  b r e a k  a n y  l a w ,  b u t  
t h e  r e a l i t y  i s  t h a t  e v e n  w i t h  m a n d a t o r y  a u t o  i n s u r a n c e  y o u  
c a n ' t  a s s u r e  t o t a l  c o m p l i a n c e .
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Y o u r  l e t t e r  s t a t e s  t h a t  y o u  w r o t e  t o  R e p .  D o n l e y  t o  r e c o m m e n d  
c h a n g e s  i n  t h e  l a w  t o  c o r r e c t  " w e a k n e s s e s "  a n d  t h a t  o n e  o f  
t h e s e  s u g g e s t i o n s  w a s  t o  r e q u i r e  p r o o f  o f  i n s u r a n c e  a t  t h e  
t i m e  o f  v e h i c l e  r e g i s r a t i o n .  T h i s  c o n c e p t  h a s  r e c e i v e d  a m p le  
d i s c u s s i o n  o v e r  t h e  y e a r s ,  a n d  m a d e  s o m e  p r o g r e s s  i n  1 9 8 6 .  
U n f o r t u n a t e l y  i t  i s  n o t  t h a t  m u c h  m o r e  e f f e c t i v e .  T h e  
r e q u i r e m e n t  c a n  b e  c i r c u m v e n t e d  b y  i n d i v i d u a l s  t h r o u g h  
o b t a i n i n g  b i n d e r s  o r  s h o r t - t e r m  p o l i c i e s ,  a n d  t h e  p r o g r a m  
w o u l d  h a v e  b e e n  c o s t l y  t o  a d m i n i s t e r :  a  r e q u i r e m e n t  t h a t
i n s u r a n c e  c o m p a n i e s  n o t i f y  t h e  D i v i s i o n  o f  M o t o r  V e h i c l e s  i n  
t h e  e v e n t  o f  a  c a n c e l l a t i o n  w a s  e s t i m a t e d  t o  i n c r e a s e  c o s t s  b y  
$ 6 7 0 , 0 0 0 .

P e r h a p s  m o s t  n o t e w o r t h y  i s  t h a t  i n  1 9 8 6 ,  w h e n  t h i s  a p p r o a c h  
w a s  b e i n g  c o n s i d e r e d ,  a b o u t  9% o f  t h e  A l a s k a n s  i n v o l v e d  i n  
a c c i d e n t s  w e r e  u n i n s u r e d ,  a  r a t e  w i t h i n  t h e  r a n g e  o f  t h e  3% -  
10% r a t e  i n  s t a t e s  w h i c h  a l r e a d y  r e q u i r e d  p r o o f  o f  i n s u r a n c e  
b e f o r e  r e g i s t r a t i o n .  T h e r e  i s  s i m p l y  a  c e r t a i n  g r o u p  o f  
p e o p l e  o n e  i s  n e v e r  g o i n g  t o  r e a c h .

I  d o n ' t  e x p e c t  t h i s  l e n g t h y  l e t t e r  t o  c h a n g e  y o u r  v i e w s ,  b u t  I  
a p p r e c i a t e  y o u r  t a k i n g  t i m e  t o  l o o k  a t  s o m e  o t h e r  a s p e c t s  o f  
t h e  i s s u e .  I ' m  s u r e  i t  w i l l  b e  o n  t h e  a g e n d a  f o r  t h e  n e x t  
l e g i s l a t i v e  s e s s i o n .  Y o u  m ay  w a n t  t o  m a k e  y o u r  v i e w s  k n o w n  t o  
y o u r  e l e c t e d  r e p r e s e n t a t i v e s  i n  t h e  m e a n t i m e .

S i n c e r e l y ,

P . S .  N o ,  I ' m  n o t  " o n e  o f  t h e m  [ u n i n s u r e d  m o t o r i s t s ] "  m y s e l f .
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D e a r  M r .  C r a d d i c k :

I n  r e s p o n s e  t o  y o u r  r e c e n t  l e t t e r  e x p r e s s i n g  y o u r  
d i s a p p o i n t m e n t  w i t h  t h e  f a c t  t h a t  m a n d a t o r y  a u t o  i n s u r a n c e  
l e g i s l a t i o n  ( C S H B  4 4 [ F i n ] a m )  d i d  n o t  p a s s  t h e  S e n a t e  l a s t  
s e s s i o n ,  I  w o u l d  l i k e  t o  s h a r e  a  f e w  t h o u g h t s  w i t h  y o u .

T h e  i s s u e  o f  m a n d a t o r y  a u t o  i n s u r a n c e  h a s  b e e n  a  c o n t r o v e r s i a l  
o n e  f r o m  t h e  b e g i n n i n g ,  a n d  a l t h o u g h  t h e r e  w a s  n o  l a c k  o f  
d e b a t e  o n  t h e  c u r r e n t  l a w  p r i o r  t o  i t s  p a s s a g e  i n  1 9 8 4  t h e r e  
w e r e  m a n y  l e g i s l a t o r s  w h o  s h a r e d  t h e  v i e w  t h a t  t h i s  l a w  w a s  
n o t  n e c e s s a r i l y  a  g o o d  o n e .  I t  w a s  f o r  t h i s  r e a s o n  t h a t  t h e  
l a w  w a s  m a d e  s u b j e c t  t o  a  s u n s e t  p r o v i s i o n .

A s  y o u  k n o w ,  s u n s e t  p r o v i s i o n s  a r e  p u t  i n  p l a c e  s o  t h a t  
p r o g r a m s  w i l l  b e  r e v i e w e d  t o  d e t e r m i n e  w h e t h e r  o r  n o t  t h e y  a r e  
p e r f o r m i n g  a s  e x p e c t e d .  I f  t h e y  a r e  n o t ,  t h e n  t h e y  c a n  b e  
d i s c o n t i n u e d .  T h e  D e p a r t m e n t  o f  P u b l i c  S a f e t y  r e c o m m e n d e d  
l a s t  y e a r  t h a t  t h e  l a w  b e  s u n s e t t e d .  T h e  m a n d a t o r y  i n s u r a n c e  
r e q u i r e m e n t  i s  e n f o r c e d  b y  t h e  D e p a r t m e n t  o n l y  w h e n  a n  
a c c i d e n t  o c c u r s ,  a n d  i s  n o t  e n f o r c e d  w h e n  a  6 p o i n t  v i o l a t i o n  
o c c u r s .

T h e  c o s t  o f  t h e  l a w  h a s  n o t  b e e n  a d e q u a t e l y  r e c o g n i z e d  w h e n  i t  
c o m e s  t i m e  t o  f u n d  t h e  p r o g r a m .  T h e  f i r s t  y e a r  t h e  l a w  w a s  i n  
e f f e c t  t h e  c o s t  t o  t h e  D e p t ,  o f  L a w ,  t h e  C o u r t  s y s t e m ,  a n d  t h e  
D e p t ,  o f  P u b l i c  S a f e t y  w a s  t h r e e - q u a r t e r s  o f  a  m i l l i o n  
d o l l a r s ,  e x c l u d i n g  c o s t s  o f  t h e  p o l i c e  o f f i c e r  a n d  c o s t s  t o  
t h e  D e p t ,  o f  C o r r e c t i o n s .

W h i l e  i t  i s  t r u e  t h a t  t h e  m a n d a t o r y  a u t o  i n s u r a n c e  l a w  d i d  
h a v e  a n  i m p a c t  o n  r e d u c i n g  t h e  n u m b e r  o f  u n i n s u r e d  d r i v e r s ,  i t  
i s  q u e s t i o n a b l e  w h e t h e r  t h e  v a l u e  o f  t h e  p r o g r a m  j u s t i f i e s  t h e  
c o s t s  o f  a d m i n i s t e r i n g  i t .  T h e  f i n a n c i a l  r e s p o n s i b i l i t y  l a w  
w i l l  k i c k  i n  o n  J a n u a r y  1 ,  1 9 8 9 ,  w h e n  m a n d a t o r y  a u t o  i n s u r a n c e



D o n a l d  C r a d d i c k  
M a y  3 1 ,  1 9 8 8  
p a g e  t w o

i s  t e r m i n a t e d .  S t a t i s t i c s  c o m p i l e d  o n  A l a s k a ' s  f i n a n c i a l  
r e s p o n s i b i l i t y  l a w ,  i n d i c a t e  t h a t  o f  t h e  d r i v e r s  i n v o l v e d  i n  
m o t o r  v e h i c l e  a c c i d e n t s ,  t h e  n u m b e r  o f  i n s t a n c e s  o f  l i a b l e  
u n i n s u r e d  m o t o r i s t s  f a i l i n g  t o  f u l l y  r e i m b u r s e  a m o u n t e d  t o  
l e s s  t h a n  3%. S o m e  o f  t h e  p e o p l e  i n v o l v e d  i n  t h e s e  a c c i d e n t s  
m a y  h a v e  c a r r i e d  u n i n s u r e d  m o t o r i s t s  c o v e r a g e ,  w h i c h  w o u l d  
f u r t h e r  r e d u c e  t h e  n u m b e r  o f  i n s t a n c e s  i n  w h i c h  t h e r e  w a s  n o  
c o m p e n s a t i o n .

E v e n  w i t h  t h e  m a n d a t o r y  a u t o  i n s u r a n c e  la w  i n  p l a c e ,  a c c i d e n t s  
o c c u r  i n  w h i c h  t h e  l i a b l e  d r i v e r  i s  u n i n s u r e d ,  a n d  t h e  p a r t y  
w h o  i s  n o t  l i a b l e  c a n  e n d  u p  w i t h o u t  c o m p e n s a t i o n  u n l e s s  
c o v e r e d  b y  u n i n s u r e d  m o t o r i s t s  c o v e r a g e .  U n i n s u r e d  m o t o r i s t s  
c o v e r a g e  w i l l  r e m a i n  a v a i l a b l e ,  d u e  t o  a  p r o v i s i o n  p u t  i n t o  
l a w  4 y e a r s  a g o ,  a t  t h e  t i m e  m a n d a t o r y  a u t o  i n s u r a n c e  
l e g i s l a t i o n  w a s  e n a c t e d .  E v e n  f o l l o w i n g  t h e  t e r m i n a t i o n  o f  
m a n d a t o r y  a u t o  i n s u r a n c e ,  i f  o n e  h a s  t h i s  c o v e r a g e  a n d  i s  h i t  
b y  a n  u n i n s u r e d  m o t o r i s t ,  i t  w i l l  n o t  c a u s e  o n e ' s  r a t e s  t o  g o  
up.

I  h o l d  t h a t  a u t o  i n s u r a n c e ,  m u c h  l i k e  h o m e o w n e r ' s  i n s u r a n c e ,  
h e a l t h  i n s u r a n c e ,  o r  l i f e  i n s u r a n c e ,  i s  p u r c h a s e d  b y  a n d  f o r  
t h e  i n d i v i d u a l  o n  a  v o l u n t a r y  b a s i s .  T h e  c o s t  o f  p u r c h a s i n g  
a u t o  i n s u r a n c e  i n c r e a s e d  f o l l o w i n g  t h e  e n a c t m e n t  o f  t h e  
m a n d a t o r y  a u t o  i n s u r a n c e  l a w ,  a l t h o u g h  m o s t  i n s u r a n c e  
c o m p a n i e s  w i l l  n o t  a c k n o w l e d g e  a  c a u s a l  r e l a t i o n s h i p  b e t w e e n  
t h e  t w o .  N ow  t h a t  t h e  m a n d a t o r y  a u t o  i n s u r a n c e  l a w  h a s  b e e n  
s u n s e t t e d ,  r a t e s  a r e  g o i n g  d o w n ,  a l t h o u g h  i n s u r a n c e  c o m p a n i e s  
a t t r i b u t e  t h i s  t o  a  d e c r e a s i n g  n u m b e r s  o f  a c c i d e n t s .

I f  t h e  i s s u e  o f  m a n d a t o r y  a u t o  i n s u r a n c e  i s  t r u l y  c l o s e  t o  t h e  
p u b l i c ' s  h e a r t  ( a n d  I  h a d  n o  s u c h  i n d i c a t i o n  d u r i n g  t h e  
s e s s i o n  f r o m  m a n y  m e m b e r s  o f  t h e  p u b l i c  o r  t h e  m a j o r i t y  o f  m y 
c o l l e a g u e s )  i t  s h o u l d  n o t  b e  d i f f i c u l t  t o  a d d r e s s  t h e  i s s u e  
e a r l y  i n  t h e  n e x t  s e s s i o n .  T h e  m a n d a t o r y  a u t o  i n s u r a n c e  l a w  
w i l l  r e m a i n  i n  e f f e c t  u n t i l  J a n u a r y  1 ,  1 9 8 9 ,  a l t h o u g h  t h e  
e x t e n t  t o  w h i c h  i t  h a s  b e e n  e n f o r c e d  d u r i n g  t h e  p a s t  y e a r  i s  
q u e s t i o n a b l e .  I n  o r d e r  t o  c o m p r e h e n s i v e l y  a n d  s u c c e s s f u l l y  
a d d r e s s  t h e  m a t t e r s  o f  a d e q u a t e  c o v e r a g e  f o r  m o t o r i s t s  a n d  
a f f o r d a b l e  i n s u r a n c e ,  i t  i s  i m p o r t a n t  f o r  o t h e r  k e y  i s s u e s  t o  
b e  r e s o l v e d :  i s s u e s  s u c h  a s  t o r t  r e f o r m .

I  a p p r e c i a t e  y o u  t a k i n g  t h e  t i m e  t o  c o n s i d e r  m y v i e w s .
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May 18, 1986

D O N A L D  L. C R A D D IC K
ATTGWNC i AT LAW 

71J ‘jAWMll.L CREL'K HOAD 

p O HO A C7H 

SITkA. ALASKA OBIUft

Senator Dick Eliason 
Box .1A J
Sitka, Alaska 99835 

Re: Auto Insurance Law 

Dear Dick,

I cannot express too strongly my dissatisfaction and regret 
that the State Senate allowed Alaska's mandatory auto 
Insurance law to lapse.

I have defended automobile accident claims and I have 
represented plaintiffs Ln automobile accident claims. I 
cannot understand how a responsible state legislature could 
fail to recognize the need for automobile insurance as a 
pre-requisite to lawful driving in the state of Alaska.

I cannot accept as an excuse this bill languished in Stare 
Affairs. Senators must have more interest in '.be welfare ; : 
Alaska residents than that.

I do not accept that the Rules Committee (your committee) was 
in a position of not being able to move the bill out of Rules 
Committee when you finally did get it. To me, this simply 
shows that the Senate fell down on the job, as it did in many 
other areas this year with the respect to the enactment of 
responsible legislation.

I am deeply disappointed.

Very truly yours,

Donald L. Craddick 
Attorney at Law

D L C / k b

cc: Representative Ben Grussendorf
Mitch Abood (State Affairs Committee)
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STEPHEN M. SIMS
N {jTHEET l’IA/A

a:»i n s i n r t r  s u ite  ;’uc
A N C H O H A O F , A l-A S K A  90501 

(9071 270 9890

M ay 1 7 ,  1 9 8 8

  ----

S e n a t o r  R i c h a r d  I .  E l i a s o n  
A l a s k a  S t a t e  L e g i s l a t u r e  
P .  O .  B o x  V 
J u n e a u ,  A K  9 9 8 1 1

R e :  M a n d a t o r y  A u t o m o b i l e  I n s u r a n c e

D e a r  S e n a t o r  E l i a s o n :

I  w a s  g r e a t l y  d i s t u r b e d  t o  f i n d  o u t  s o m e o n e  m i s i n ­
f o r m e d  y o u  a b o u t  t h e  e f f e c t s  o f  l o s s  o f  m a n d a t o r y  a u t o m o ­
b i l e  i n s u r a n c e .

E n c l o s e d  i s  t h e  h e a d l i n e  a r t i c l e  f r o m  t h e  A n c h o r a g e  
D a i l y  N e w s  a n d  a n  a r t i c l e  f r o m  t h e  A n c h o r a g e  T i m e s  o n  
M a y  1 2 ,  1 9 8 8  p r o v i n g  r a t e  d e c r e a s e s .  T h i s  i s  t h e  s e c o n d  
d e c r e a s e  f o r  a u t o m o b i l e  i n s u r a n c e  i n  t w o  y e a r s .  I  w o u l d  
a l s o  l i k e  t o  p o i n t  o u t  t h e  f o l l o w i n g :

1 . M u c h  o f  t h e  p u b l i c  i s  u n a w a r e  o f  t h e  n e e d  f o r  u n ­
i n s u r e d  m o t o r i s t  c o v e r a g e .  D i d  y o u  u n d e r s t a n d  i t  b e f o r e  
y o u  w e r e  e l e c t e d ?

2 .  C h i l d r e n ,  p a s s e n g e r s  a n d  p e o p l e  w h o  d o  n o t  d r i v e  
a r e  u n p r o t e c t e d  a s  i n n o c e n t  p a s s e n g e r s  i f  r i d i n g  i n  a  v e h i ­
c l e  w i t h o u t  u n i n s u r e d  m o t o r i s t  c o v e r a g e  o r  l i a b i l i t y  c o v e r ­
a g e .  W ho  a s k s  t h e m  w h e n  t h e y  g e t  i n  a  v e h i c l e ?  C h i l d r e n  
a r e  i n c a p a b l e  t o  d o  s o .

3 .  S i n c e  1 9 8 5  t h e  a u t o m o b i l e  i n s u r a n c e  r a t e s  h a v e  
g o n e  d o w n  i n  A l a s k a  a s  w e  d i s t r i b u t e  t h e  c o s t  a n d  r i s k  t o  
t h e  h i g h  r i s k  p e o p l e  w h o  p r e v i o u s l y  d r o v e  w i t h o u t  i n s u r ­
a n c e .  A l l  o f  t h e  r e s p o n s i b l e  p e o p l e  a r e  g e t t i n g  a  b r e a k .

4 .  T h e  la w  p a s s e d  i n  1 9 8 4  a n d  e f f e c t i v e  J a n u a r y  1 , 
1 9 8 5  r a i s e d  t h e  m in im u m  f r o m  $ 2 5 , 0 0 0  t o  $ 5 0 ,0 0 0  a n d  n o w  
c a r r i e r s  m a y  b e  a b l e  t o  w r i t e  t h e  m in im u m  a t  $ 2 5 ,0 0 0  a g a i n ,  
a n d  o u r  r a t e s  w i l l  g o  u p  f o r  o n e - h a l f  t h e  c o v e r a g e  t h e  p u b ­
l i c  p r e v i o u s l y  e n j o y e d .



S e n a t o r  R i c h a r d  I. E l i a s o n

M a y  17, 1 9 8 8

P a g e  2

5 .  A s  f a r  a s  a d m i n i s t r a t i v e  c o s t ,  I  v i e w  $ 7 5 0 ,0 0 0  
p a i d  b y  t h e  S t a t e  a s  c h e a p  w h e n  S t a t e  M e d i c a i d  w i l l  p a y  
f a r  i n  e x c e s s  o f  t h i s  a m o u n t  ( S e e  A S  4 7 . 0 5 . 0 7 0 )  a n d  h o s p i ­
t a l s  a n d  d o c t o r s  w i l l  p a s s  t h e  b i l l  o n  t o  t h e  S t a t e  o r  t o  
t h e  p a y i n g  p u b l i c  f o r  u n p a i d  b i l l s .

P l e a s e  s e n d  m e a  c o p y  o f  t h e  J a n u a r y  1 6 ,  1 9 8 7  r e p o r t  
t o  t h e  l e g i s l a t u r e  b y  t h e  p r e v i o u s  c o m m i s s i o n e r ,  W i l l i a m  
N i x .

W ho b e s i d e s  N i x  h a d  n e g a t i v e  i n p u t  o n  m a n d a t o r y  i n s u r ­
a n c e ?  A n  u n f o r t u n a t e  m i s t a k e  h a s  b e e n  m a d e  t h a t  n e e d s  t o  
b e  s w i f t l y  r e c t i f i e d .

S i n c e r e l y  y o u r s ,

S T E P H E N  M. S IM S

n l s
M L / L 1 4
E n c l o s u r e s

c c :  R e p r e s e n t a t i v e  D a v e  D o n l e y
P o u c h  V ,  J u n e a u ,  A K  9 9 8 1 1



A L A S K A  S T A T E  L E G I S L A T U R E  - S E N A T E
S E N A T O R  R I C H A R D  I. E L IA S O N

RULES COMMITTEE, CHAIRMAN 
LABOR & C O M M E R C E  COMMITTEE, VICE-CHAIRMAN 

LEGISLATIVE COUNCIL 
RESOURCES COMMITTEE 

FISHERIES SUBCOMMITTEE, CHAIRMAN

P.O. BOX V 
JUNEAU, ALASKA 99811 

(907) 465-4916

P.O.BOX 143 
SITKA, ALASKA 99835

J u n e  1 ,  1 9 8 8

S t e p h e n  M. S i m s
8 2 1  N . S t r e e t ,  S u i t e  2 0 6
A n c h o r a g e ,  A l a s k a  9 9 5 0 1

D e a r  M r .  S i m s :

Y o u r  l e t t e r  o f  M ay 17  c o n t a i n s  a  r e q u e s t  f o r  a  c o p y  o f  
C o m m i s s i o n e r  N i x ' s  J a n u a r y  1 6 ,  1 9 8 7 ,  r e p o r t  t o  t h e  P r e s i d e n t  
o f  t h e  S e n a t e .  A  c o p y  o f  t h a t  r e p o r t  i s  e n c l o s e d .

I  r e g r e t  t h a t  y o u  b e l i e v e  t h a t  s o m e o n e  h a s  m i s i n f o r m e d  m e 
a b o u t  t h e  e f f e c t s  o f  l o s s  o f  m a n d a t o r y  a u t o m o b i l e  i n s u r a n c e .  
T h i s  w a s  n o t  t h e  f i r s t  y e a r  t h a t  t h e  i s s u e  h a s  c o m e  b e f o r e  t h e  
l e g i s l a t u r e ,  a n d  i t  h a s  n o t  c e a s e d  t o  b e  c o n t r o v e r s i a l .

T h e  f i r s t  p o i n t  o u t l i n e d  i n  y o u r  l e t t e r ,  " M u ch  o f  t h e  p u b l i c  
i s  u n a w a r e  o f  t h e  n e e d  f o r  u n i n s u r e d  m o t o r i s t  c o v e r a g e .  D i d  
y o u  u n d e r s t a n d  i t  b e f o r e  y o u  w e r e  e l e c t e d ? "  s e e m s  t o  b e  
r h e t o r i c a l ,  h o w e v e r  y o u  m ay  b e  i n t e r e s t e d  t o  n o t e  t h a t  I  w a s  
i n v o l v e d  i n  t h e  s u c c e s s f u l  e f f o r t  t o  i n c l u d e  p r o v i s i o n s  i n  l a w  
a t  t h e  t i m e  t h e  m a n d a t o r y  a u t o  i n s u r a n c e  l a w  w a s  p a s s e d  
r e q u i r i n g  i n s u r e r s  d o i n g  b u s i n e s s  i n  t h e  s t a t e  t o  o f f e r  
u n i n s u r e d  a n d  u n d e r i n s u r e d  m o t o r i s t s  c o v e r a g e .  T h e s e  
p r o v i s i o n s  w i l l  r e m a i n  o n  t h e  b o o k s  f o l l o w i n g  t h e  t e r m i n a t i o n  
o f  m a n d a t o r y  a u t o  i n s u r a n c e  p r o v i s i o n s .

I  r e c e i v e d  o n l y  a  h a n d f u l  o f  c o m m u n i c a t i o n s  f r o m  A l a s k a n s  o n  
t h e  a u t o  i n s u r a n c e  i s s u e  d u r i n g  t h e  l a s t  s e s s i o n ,  a n d  t h e  
i s s u e  d i d  n o t  lo o m  l a r g e  i n  t h e  S e n a t e .  I f  t h e  p e o p l e  o f  
A l a s k a  c l a m o r  f o r  m a n d a t o r y  a u t o  i n s u r a n c e  a s  t h e y  h a v e  
c l a m o r e d  f o r  t o r t  r e f o r m ,  t h e  m a t t e r  w i l l  l i k e l y  b e  b e f o r e  t h e  
L e g i s l a t u r e  e a r l y  i n  t h e  n e x t  s e s s i o n .

S i n c e r e l y ,



A p r i l  4 ,  1989

S e n a t e  L a b o r  a n d  C om m e r c e  C o m m i t t e e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P . O .  B o x  V 
J u n e a u ,  Ak .  99811

RE:  I1B44— Ak .  M a n d a t o r y  A u t o  I n s u r a n c e  l a w

ATTN: C h a i r m a n  R i c n a r d  E l i a s o n

D e a r  C h a i r m a n  E l i a s o n :

I  f e e l  i m m e d i a t e  a c t i o n  m u s t  b e  t a k e n  o n  t h e  HB44—  
r e n e w a l  o f  A l a s k a ' s  m a n d a t o r y  a u t o  i n s u r a n c e  l a w .

A s  A l a s k a n s ,  w e  a r e ,  o r  s h o u l d  b e ,  r e s p o n s i b l e  f o r  a l l  
o f  o u r  a c t i o n s .  A u t o  i n s u r a n c e  w i l l  s e r v e  j u s t  t h a t  
p u r p o s e  f o r  a l l  A l a s k a n  d r i v e r s — i t  w i l l  m a k e  a_ p e r s o n  
r e s o p o n s i b l e  f o r  h i s / h e r  a c t i o n s  w h i l e  d r i v i n g  a  m o t o r  
v e h i c l e .  T h e  m a j o r i t y  o f  A l a s k a n s  d r i v i n g  w i t h o u t  a n y  
a u t o  i n s u r a n c e  c o u l d  n e v e r  p a y  f o r  p e r s o n a l  o r  p r o p e r t y  
d a m a g e s  t o  a  s e c o n d  p a r t y — a n d  t h e y  d o n ' t  p a r t i c u l a r l y  
c a r e  e i t h e r .  S o ,  I  f e e l  i t  i s  j u s t  a  n a t u r a l  t h i n g  t o  
d o — i m p o s e  m a n d a t o r y  i n s u r a n c e  o n  a l l  o f  u s  a n d  h e l p  
m a k e  u s  a l l  r e s p o n s i b l e  f o r  o u r  a c t i o n s  w h i l e  d r i v i n g .

5060 E a s t  9 8 t h  A v e .  
A n c h o r a g e ,  Ak .  99516

c c : D . D o n l e y
H o u s e  L a b o r  & C o m m e r c e  C o m m i t t e e



Chevron
Saupe Enterprises, Inc.
Jobber, Chevron U.S.A. Inc. Products 
P.O. Box 510, Fairbanks, AK 99/0/ • Phone: 452 1238

A p r i l  5 ,  1 9 8 9

S e n a t o r  D i c k  E l i a s o n ,  C h m n .
S e n a t e  L a b o r  & C o m m e r c e  C o m m i t t e e
P . O .  B o x  V
J u n e a u ,  A K .  9 9 8 1 1

RE: HB-4 4

D e a r  S e n a t o r  E l i a s o n :

I  w o u l d  a p p r e c i a t e  a n d  u r g e  y o u r  p a s s i n g  o u t  H B -4  4 

" M a n d a t o r y  I n s u r a n c e "  ( o r  a  s i m i l a r  C o m m i t t e e  S u b s t i t u t e  

i f  t h a t  i s  w h a t  i s  b e i n g  p r e p a r e d ) ,  a t  t h e  e a r l i e s t  p o s s i b l e  

d a t e .

I  b e l i e v e  i t  i s  n o t  u n r e a s o n a b l e  t o  e x p e c t  o t h e r  d r i v e r s  

w h o  e n j o y  t h e i r  d r i v i n g  p r i v i l e g e s  t o  p r o v i d e  a t  l e a s t  

a  r e a s o n a b l e  a m o u n t  o f  f i n a n c i a l  r e s p o n s i b i l i t y ,  a n d  I  

w o u l d  b e  d i s a p p o i n t e d  i f  t h i s  i s s u e  g e t s  l o s t  i n  t h e  l a s t  

m i n u t e  s h u f f l e !

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

S i n c e r e



How to repair 

apto insur ance a
if iU T t HA .: •• :t; * " • l.'.'iWJ

.m //i
r̂ i.alifornians are mad as hell about soaring 
t b.r insurance rates, and now have done 
ij/ sdmething about it. Ignoring a $60 million ..v/J 

advertising effort by the industry, they voted to cut all yj 
property and casualty insurance premiums below 1987 “ 
levels and to regulate future increases tightly. • 
i..The anger notwithstanding, sky-high premiums in',̂, 
the competitive California insurance market reflect /ii$ 
sky-high costs, and insurers aren’t about to commit 
suicide by writing policies at a loss. The only practical'̂  
w M  to lower insurance prices in California (and other , 
high-premium states like New Jersey and „.UJ,
Massachusetts) is to . _____
lower costs. And the only :r *

to lower costs is to' IS S  U  E 2 F TO ITl F fl- . riv)

S^ttonsystems, .day's edition of the '
that make it virtually v;-. N e w  York Times 
impossible to sue'for .. ...j#?!
personaldamag^/-.$|l-v$•* •• ' •! . ̂
•JVCalifornians have a right to be fed up. The typical - ' r" 
auto;insurance'premium has doubled, to $700; since “"r* 
1982/In Beverly Hills a 30-year-old male with an. '
,01dsmobilesedan ’ ----- ’ •----
,$2,700 a'ye&r, larg 
rising explosively 
4 recipe for̂ n̂ps.'/.

Proposition 103woul_„  , , .,w .
price br'eak'and good;drivers'an6ther,20 percent'on 
of thaf. Premiums would be frozen for a year tuiless the, 
insurer could show that it was in danger of insolvency. ,!f. 
After that, increases could.Jbe vetoed by an elected ■• -.ffi 
insurance commissioner;’• .' .*/ »•?< .; "iJM
The California. Supreme Court has halted ‘ '•&!1

enforcement to let insurers appeal the initiative’s • 
constitutionality/-No ,one is sure what will happen if.the!## 
companies lose their ,appeal. But there’s not the 
slighiest evidence that the.insurance business in' 
California is excessively lucrative or that companies’.̂®? 
could live for .long, with deep cuts in premiums./-!<
The best guess is that sonie businesses will leave the •

« .e and otnerv?, yyiJI become extraordinarily fussy I »vj.L 
ut whom they'insure an'd for how much. Most ; •• j 
rers will end lip ini the “assigned risk” pool, paying ij'Q

. exorbitantjrate&̂ >':U'î4,‘. .  

K J u  O e o u  U m p i r e

a  U i l w

Such a breakdJwh of the.insurance system would hit 
be unprecedented. In New Jersey, where regulatoreT 
must approve rate increases and premiums are'feimn 
higher than in California, half of all car owners are1̂

, , .m •• tv^Miu»i\/ii iVii V UIV lUIOTYLl ) Wild I* HJlg l̂V ^
| ' f Tougher federal safety standards for cars and tougnj 
i ̂/enforcement of trafficlaws would help a little/and *
: •/' Would be desirable injtheir own right: RequiringVn*
; ’’ insurers to offer $l,00(Mieductib!e coverage for tHett] 

and collision damage gives car owners a way toj,/*jg 
/. (economize. ••*■•'*/ "y.

. 'vBuCin an environment of ever-higher traffic aehsl. 
and deteriorating roads, the only way to make a big;i 
difference is to create a strict “no-fault” system'in;'3 
which,injury victims’ compensation is lhmfed toi!& 
medical bills and lost income'.
No-fault’s' image is badly tarnished b̂ auiFftfailed̂  

to reduce costsjn many states that' (Converted overlhe'S 
last decade. The problem, however, was not in concept 
but in execution'/Responding to pressurefrom tnalM* 
lawyers/most state legislatures left plenty’of room’to; 
sue in their no-faultstatutes. In Florida/which'JSf5*

at ̂uu iur, insurancê  '';. • >.■ V f & W & V  
California isn’t about,to pass a no-fault law. In fact,̂  

the voters' just rejected̂  no-fault alternative to’/^&g, 
f Proposition 103 sponsored by the insurance industry/jcj 

But with luck, the mess created by 103 may sober up Jj 
. consumer groups in other states. The only effective 
way to contain auto insurance costs is to keep accident 

reclaims out of the courts^.|^
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Mandatory car insurance
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is u nnecessary5 u nwise

By DICK RANDOLPH

I am and always have 
been opposed to mandatory 
insurance laws, as is most of 
the  insurance industry. They 
a re  unnecessary, unw ise, 
unenforceable, ineffective 
and costly.

• Unnecessary — because 
anyone can purchase bodily 
in ju ry  and property damage, 
uninsured/underinsured mo­
to ris t coverage at very nomi­
n a l rates; fa r less than the ir 
sha re  of the cost of a manda­
to ry  program with attempt 
ed enforcement.

• Unwise — because it al-

the premium cost according 
to actuarially sound risk  fac­
tors. In other words, those 
driver classes and cars most 
likely to crash and sustain 
the greatest losses pay the 
most premium.

When the po liticians get 
.involved, they disrupt this 
actuarially sound rating pro­
cess and try to allocate and 
spread cost based on politi­
cal considerations. Once the 

/.^politicians. m anda te  cover-
lows the political system tp££.6ge, tfafey get ; involved in 
in trude into what should ;be, ̂ ‘‘trying to Torce the  industry 
and is, one of the few indus- r to insure all d ri
tries that is still relatively 
m a rk e t sensitive. By and 
la rg e  the cu rren t ra tin g  
structures reflect and spread

drivers, no m at­
te r how irresponsible, a t an 
“ a ffo rdab le” ra te . This 
forces the insurance compa­
nies to cover th e  bad drivers

£ a n d ’ £harge 'less than they 
•.v deserve ..'•̂r,!thus requiring 

•that-' the good drivers pay 
more than they should. .• •

• U nenfo rceab le — be­
cause there are alv/ays those 
who w ill find a way to avoid 
repressive laws. Every sys­
tem of attempted enforce- ' 
ment of mandatory insur-

•. ance laws in other states has * 
proved to be v e ry  costly, t 
very cumbersome, very^in-^ 
convenient to the insured 
public and not very effec­
tive. Every time a payment- 
is late, or an insured changes 
companies or any number of 
other typical routine trans­
actions take place the en-' 
forcement process is:! trig­
gered and causes great cost, 
uncertainty, frustration and 

i inconvenience. t
• Ineffective — experienfp. 

has proved that states like!' 
New Jersey and Massachu- .*



• * ’ *n ' V*-* ( r*ftsetts — w ith the most severe vj have(; a^ far less effective, 
m anda to ry  laws' and th e  4; more costly, unfair system, 
most intrusive political i n - ’ and everybody is more un-
volvement — have the high­
est rates, the most restric­
tive insurance markets, the 
most cumbersome and costly 
regu latory maze. I n . New

happy than before.
The, answer is to deal ef­

fectively w ith the abuses in 
the legal system and the 
medical de livery  system ,Jersey, 53 percent of the pjus ^ e  outright illegal ac-

msured drivers have been tivities such as arson, theft
forced into the assigned- risk and fraudulent claims. The
pool and have very high ‘ major factor in car insurance

i rates. Ironically, these and v cost is losses paid and these 
other mandatory insurance ;,*..are only a reflection of the 
state have about the same cosf 0f what insurance pays 
percentage of un in su red  
drivers as non-mandatory 
states do. . • ’
1 Costly •

for — damaged cars and bro- . 
ken bodies and all th e ir re- 

• \  ' lated cost. '
The cost, of this.^ _ In the final analysis, peo-

a*  *•>? w i c V n n i *  tn h o ' p p rfain ’ **.increased po litica l regula*.v-f(plev wishing to be,.certain .; 
tion to : th e  industry.; is ?;'they;' ‘are protected aga in s t ' 
passed on to the insuring the uninsured should.; pur-
public. The cost of the in­
creased government bureau­
cracy is passed on to the 
taxpayer. In the end we

chase uninsured and under­
insured motorist coverage. 
The cost is nominal and cov­
erage up to $1,000,000.. is

available to most drivers.
I should also note tha t 

believe that people shoulc 
be held accountable for theii 
negligence, whether or not 
they have insurance.

If' the legal system re­
quired that, which it does 
not presently, all thinking 
persons, in their own self-in­
terest, would carry insur­
ance or otherwise cover the ir 
potential liability — volun­
tarily. The risk and penalty 
of being irresponsible and 
unable to readily compen­
sate for one’s negligence 
would simply be too great, 
thereby providing the na tu ­
ral motivation to act respon­
sibly.

□  Dick Randolph is a Fairbanks 
Insurance agent and former 
state legislator.

•r.
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Jwheelafi i i V i t U A  t ming the rent, putting food on the table'1

muov uc uiav uic piU|Miiciivo.TTaiib • nvwi ui> uivii, ft; cut uvut jv/u, ui pa/-;;
• be sure they'-are protected in the'- ing for mandatory insurance to pro^ 

event they^are^ili an accident in iect you; and me - Who are already- 
which the other, jp, arty ^^ fau It.T o . protected, by our. own. resources, that J 
the best of ;iny“ raowledge,'’all 'of, us j n & a r e  fortunate enough to be able t6! 
who are fortunate-, enough to, hav.ev provide, because we cannot afford to* 
good jobs and Win* the middle or up- •• be uninsured; w-

ironl/ntn uiitti nprotc fA Tilt*!! tVlinlr oK/tllf fhio k n f A M  tntfvper income brackets with assets to 
protect, have always purchased in­
surance to protect.our own ass-ets. > 

In the oft chance that we might be 
struck by an uninsured driver, heav­
en forbid, we might have to pay our 
own $100, or even $500 deductible, 
which we won’t get back, but since 
we are fully insured, we have unin

tuuuauicu. w  ~ >
Let’s think about this before wo, 

just jump blindly on the “bandwagon'! 
of mandatory insurance,’’ because^ 
someday all of " you lucky peoples1 
might find yourself in the same situ-, 
ation as those who are uninsured and^ 
unfortunate enough not to have the 
funds to change the situation. “ ,K : - ,  

There is one last point to ponder.
sured motorist coverage t o  protect Mandatory, insurance is incredibly ’
 j  ■ expensive' to administer and police ,

(and I can think of several ways that 
people could slip through the loop- • 
holes). Knowing how these things 
work in Juneau, I foresee another 1 
huge bureaucracy, hiring many.

us and medical" payments ’coverage 
to pay our bills should we be unfortu­
nate enough to be injured. If our ve­
hicle is damaged or destroyed, we 
have collision coverage to repair or 
replace it, so the bottom line is, the

f V T r  ,

,tr j
>&# ■l *

Is mandatory’; 
insurance needed?

Dear Editor:
Let's talk about mandatory insur­

ance and what it will not accomplish. 
First of all, it will not keep people 
like the driver with 21 citations and 4 
license suspensions off the. road, or 
keep them from killing people, and 
they will NOT BE INSURED. Unless 
you are going,to assign'a/full time 
police officer to every citizen of Alas-, 
ka for 24 hours a'-day, you cannot 
stop the chronic alcoholics or just 
plain drunks from getting behind the

1 DU U K  Dynuiii liiiv, lOj w m y a u w o v j r j  tuiiiig lliailj »

most'we could be .out is our collision more high priced' state’ employees toy 
deductible ; if we/.should happen to try to keep all these poor people in:i'' 
have ah accident with an uninsured sured "or revoking their licenses;^ 
tdriver andit was not our fault.’If the .which will then force'them to drive;1, 
^accident is our fault, it doesp’tmat- uninsured and unlicensed or having- ̂ 
ter if the other driver is Insured'or ,'to give up their cars (and their jobs)

; not. v .?■** * > ^ > $ .a n d . .g o  on welfare,-thanks to “Big
' j *■ -There' are a lot of very’good and' Brother” booking'out ,for all of our»i 

responsible young drivers. oa^the:; best interests. Thanks a lot, but-no 1
married i  thanks.. road, some of them young 

couples; some of them single heads' 
of households wfierein their, age, 
marital’1 status, sins of their youth, 
etc. , are going to qause their insur­
ance premiums to,:be astronomical 
who'simply cannot'afford the $1,000,

. $2,000 or more it wiU cost them’ty be 
insured! Sure, they;'would Tove to 
have insurance the same as all of us, 
but it becomes a choice between pay-

Renee Murray 
Anchorago

O

' J u n e a u  E m p i r e  =?///??
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B y  S h e i l a  K a p l a n

Fe d e ra l T r a d e  C o m m is s io n  
( F T C )  k n e w  it  h a d  a p ro b lem  
w h e n  la te -n ig h t  T V  c o m m e r ­
c ia ls  fo r h e a lth  in su ra n ce  pre­
e m p te d  ads f o r G in s u  k n iv e s  and 

V eg a m a tics . A g e n c y  staffers su sp e cted  
th o usa n d s  o f  A m e r ic a n s  w o u ld  fo rk  o v e r  
th e ir  r e tire m e n t fu n d s  fo r  o v e r p r ic e d ,  in ­
a dequa te  co ve ra g e .

B a n e d  b y  federa l law  fro m  in ves tig a tin g  
th e  in su ra n ce  in d ustry , th e  F T C  persuad­
e d  C o n g re ss  to  m a k e  a n  e x c e p t io n ,  a llo w ­
in g  it  to  d e te rm in e  w h e th e r  ads se llin g  so- 
ca lle d  M e d ig a p  in su ra n ce , fea tu r in g  c e ­
lebrities lik e  H a r r y  M o rg a n  a n d  E d  
M c M a h o n  a n d  ta rg e tin g  th e  e ld e rly , w ere 
d e ce p t iv e . T h e  F T C ’s rep o rt, d u e  fo r  re­
lease th is  su m m e r, is e x p e c te d  to  b e  h ig h ly  
c r i t ica l.  B u t,  says a g e n cy  sp o kesp erson  
A n n a  D a v is , " e v e n  i f  w e  f in d  o u t  th e re  is a 
h u g e  p ro b le m  in  th is  area w e ’ll ju s t  se n d  a 
re p o r t  to  C o n g re s s . W e  c a n ’t  d o  a ny ­
th in g .”

T h e  a g e n cy  h as b e e n  s im ila r ly  h a m ­
stru ng  o n  p ro p e r ty  a n d  ca su a lty  in su ra n ce  
co m p la in ts  o f  r e c e n t  years, ra n g in g  fro m  
soaring  p re m iu m s  a n d  c a n c e le d  o r  re d u ce d  
co ve ra g e  to  r e d lin e d  n e ig h b o rh o o d s  and  
c itie s .

" T h e  fa c t  th a t  lia b ility  in su ra n ce  in  so 
m a n y  industries is sk y ro ck e t in g  m a d e  us 
w o n d e r , is th e re  p erh a p s  c o l lu s io n  o r  w ere  
co s ts  a ctu a lly  r is in g  th a t  h igh?"  D a v is  
says. " W ere  p o o r  in v e s tm e n ts  m a d e  a nd  
w ere  co m p a n ie s  try in g  to  r e c o u p  th e ir  in ­
v e s tm e n t  losses th r o u g h  p rem iu m s?  W e  
w o u ld  h a v e  lik ed  to  s tu d y  th is , b u t  w e  
c a n ’t e v e n  lo o k  a t i t . . . b e ca u se  m a y b e  
w e ’ll f in d  a p ro b le m ."

M a y b e  th e y  w o u ld . B u t  th e  1945 
M c C a r r a n -F e rg u s o n  A c t  e x e m p ts  t h e  in ­
s u ra n ce  in d ustry  f r o m  federa l s tu d y — a nd  
fro m  th e  a n titru s t  law s th a t  g o v e rn  o th e r  
industries as w ell. T h e  a c t  fo llo w e d  a  S u ­
p rem e  C o u r t  ru lin g  th a t  in su ra n ce  c o m p a ­
n ie s  feared m ig h t  d e n y  sta tes th e  r ig h t  to  
ove rsee  th e  in d u s try  a n d  sta tes feared 
m ig h t  forfe it th e ir  a b ility  to  ta x  in su ra n ce  
co m p a n ie s . A t  th e  t im e , P re s id e n t F ra n k ­
lin  R o o s e v e lt  arid o th e rs  sa id  s u ch  w orries 
w ere  u n fo u n d e d , b u t  C o n g re s s  a d o p ted  
th e  m easure, le a v in g  in su ra n ce  reg u la tion  
a n d  o v e rs ig h t to  th e  states.

" Frankly ,"  F T C  C h a i r m a n  D a n ie l  O l i ­
v e r  to ld  a m e e t in g  o f  sta te in s u ra n ce  c o m ­
m issioners, in  re fe re n ce  t o  th e  b ill ,  "1 
d o n ’t  u nd ers ta nd  h o w  a n y o n e  e v e r  m ade

Sheila Kaplan is a staff uniter. EditoriaU 
research assistant A n n a  M a n g u m  also co n - 
tribuicd to this article.

T h e  i n s u r a n c e  i n d u s t r y  

i s  o n e  o f  t h e  b i g g e s t  

i n d u s t r i e s  i n  A m e r i c a .  A n d  i t ’s

r i d i n g  r o u g h s h o d  

o v e r  l a w m a k e r s ,  r e g u l a t o r s  

a n d  t h e  A m e r i c a n  

p u b l i c .
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e ith e r  o f  th e se  a rg u m en ts  w ith  a stra igh t 
face. M a y b e  n o  o n e  e v e r  d id . . . . B u t  
w ith  o r  w ith o u t  s tra ig h t faces, in su ra n ce  
co m p a n ie s  w o n  th e  r ig h t to  c o n t in u e  to  
co n s p ire  a nd  c o m b in e  to  restra in  c o m p e t i ­
t io n  —  w ith o u t  in te r v e n t io n  from  th e  
Feds."

O liv e r 's  c o m m e n ts  refer to  th e  unusua l 
legal e x e m p t io n  th a t lets th e  in su ra n ce  in ­
dustry  p o o l ce r ta in  types o f  in fo rm a tio n  —  
a n  a rra n g e m e n t in su ra n ce  co m p a n ie s  say 
is v ita l to  s e tt in g  rates, b u t th a t c r i t ic s  say 
sets th e  stage fo r p r ice -fix in g , b o y co tts  a nd  
o th e r  a c t iv it ie s  th a t  h u r t  co n su m ers .

T h i s  d eb a te  is c e n tra l to  a law suit filed  
last M a r ch  by  th e  a tto rn e ys  genera l o f  
e ig h t sta tes aga inst fou r U . S .  insurers —  
A lls ta te , H a rtfo rd , A e t n a  a nd  C I G N A .  It  
alleges th e y  co n s p ire d  w ith  o th e r  in su r­
a n ce  in terests  a n d  th e  In su ra n ce  S e r v ice s  
O f f i c e  ( I S O ) ,  a n  in d u stry  group  th a t g a th ­
ers in fo rm a tio n  a n d  r e co m m e n d s  rates, to  
re d u ce  o r  e n d  ce r ta in  types  o f  co ve ra g e  as 
a w ay  o f  in crea s in g  p ro fits  —  k ick in g  o f f  
th e  so -ca lle d  liab ility  crisis. T h e  a tto rneys  
genera l c la im  th e  in su ra n ce  co m p a n ie s  v i ­
o la ted  th e  M cC a r r a n -F e rg u s o n  p ro h ib i­
tio n  aga inst b o y co tts ,  c o e r c io n  a nd  in ­
t im id a tio n , ch a rg es  th e  industry  d e ­
n ies. In  J u n e ,  10 o th e r  sta tes filed  a 
sim ila r su it  against 31 in surance , 
co m p a n ie s  a nd  in d ustry  
a ssocia tion s, a n d  Tex as , 
has filed  a separate 
su it in  sta te  co u r t .

E v i d e n c e  p r  
d u ce d  in  th e  coursi 
o f  th e  su its  m ay  fuel' 
th e  m o v e  for repeal, 
b u t th e  in d ustry  has 
m an a g ed  to  m a in ta in  its 
a n titru s t break  fo r m o re  
th a n  4 0  years —  d e ­
sp ite  o p p o s it io n  fro m  
th re e  W h i t e  H o u s e  
a d m in istra tio n s, th e

ing  a nd  food , a c co rd in g  to  th e  N a tio n a l 
I n s u r a n c e  C o n s u m e r  O r g a n i z a t i o n  
( N I C O ) ,  a V irg in ia -b a sed  co n s u m e r  a d ­
v o ca cy  g roup . A u t o  in su ra n ce  in creases 
are a m o n g  th e  m o st d ra m a tic . P rem ium s 
rose 9  p e r c e n t  in  1987, w h e n  in fla tio n  was 
4 p e r ce n t; 13 p e r c e n t  in  1986, w h e n  in fla ­
tion  was I p e r ce n t;  a m i 11 p e rce n t in 
1985, w h e n  in fla tio n  was 4 p e r ce n t.  A n d  
for all th e  industry 's co m p la in ts  a b ou t th e  
co s t  o f  d o in g  business, last year it pu lled  in 
$13 .7  b ill io n  in  p ro fits  o n  ca su a lty  and  
p rop erty  in su ra n ce  —  a b o u t o n e - th ird  o f  
to ta l in d ustry  profits.

D e sp ite  th e  size a n d  s ig n if ica n ce  o f  th is  
industry , in  m a n y  parrs o f  th e  c o u n tr y  it is 
v irtua lly  u n reg u la ted . A c c o r d in g  to  a B u ­
reau o f  L a b o r  S ta t is t ic s  rep o rt fo r February  
1988, in su ra n ce  em p lo y s  m o re  th a n  tw o  
m illio n  p eo p le ; b a nk in g , by  co m p a riso n , 
em p loys  1.7 m ill io n  a nd  is regu la ted  by 
th e  Fed era l R e se rv e  B oard , th e  Federal 
D e p o s it  In su ra n ce  C o r p .  a nd  th e  Treasu ry  
and  in d e p e n d e n t  s ta te  b a n k in g  depart­
m en ts . O n l y  a h a n d fu l o f  sta tes —  a m o n g  
th e m  Flo rid a , N e w  Y o rk  a n d  N e w  Jersey 

—  h a v e  th e  reso urces  o r  th e  
m a n d a te  to  g ive  th e

m o re  th a n  p e r fu n c to ry  a tte n tio n .
" T l ie  in su ra n ce  lo b b y  has b e e n  able to  

sh ie ld  p r ice -fix in g  fro m  federal a n titn is t 
s c ru tin y  n o t  by fo r ce  o f  a rg um en t bu t by 
sh ee r p o litica l m u s c le ,"  said S e n . H o w a rd  
M e tzen b a u m  ( D - O h i o )  at a m id -Ju n e  
hearing  o n  Ills b ill to  repeal th e  M c C a r -  
ran-Ferguson  e x e m p tio n . 11 ic  in su ra n ce  
co m p a n ie s , M e tz e n b a u m  said, sh o u ld  
"play by th e  sam e ru les as e v e ry o n e  else."  
O l iv e r ,  th e  F T C ’s R e p u b lica n  ch a irm a n , 
agrees. M c G ir m n -F e r g u s o n  is u n n e ce s ­
sary and  "denies co n su m e rs  th e  b est array 
o f  in su ran ce  se rv ice s  a t th e  low est possib le 
co s t,"  O l iv e r  says.

O u tg o in g  N e w  Jersey  D e m o c r a t  R ep . 
Pe te r R o d in o  ch a irs  th e  H o u s e  Ju d ic ia ry  
C o m m it te e ,  w h ere  a s im ilar d eb a te  o n  
M cC a r ra n -Fe rg u so n  is tak ing  p la ce . H e  
says repeal w o u ld  e n d  a host o f  q u e s t io n ­
ab le  in su ra n ce  p ra c t ic e s  th a t h a v e  a d ­
versely  a ffected  co n su m e rs . " T h is  m easure 
w o u ld  ensure  th a t th e  co n s u m e r  has a n  e f­
fe c t iv e  safeguard aga inst a n t i- co m p e t it iv e  
c o n d u c t  o n  th e  part o f  th e  in su ra n ce  in ­
dustry, w h e th e r  th ro u g h  th e  m e ch a n ism  
o f  sta te  regu la tion  o r  th ro u g h  th e  a n titru s t 

laws," h e  says.

F T C ,  th e  D e p a r t  
m e n t  o f  J u s t i c e ,  
co n s u m e r  groups 
s m a l l  b u s in e s s ,  
b a n k s ,  som e  
m e m b e r s  o f  
C o n g r e s s  a n d  
th e  N a t i o n a l  
A s s o c ia t io n  o f  
A t t o r n e y s  
G e n e ra l.

D u r in g  th is  t im e  th e  average 
h o u s e h o ld ’s in su ra n ce  b ills h a v e  ba l­
lo o n e d  —  today  rep re sen tin g  15 p e r ce n t  
o f  its d isposab le  in co m e , ju s t b e h in d  hous-
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W a s h in g to n  lobby is t for sta te  e n v iro n *  
m e n ta l o ffic ia ls . T l i e  group 's first W ash* 
in g to n  lobby ist, reg istered  in  M a rch , is 
f o r m e r  i n s u r a n c e  e x e c u t i v e  R o b e r t  
M a ck in ,  w h o  is lead ing  its figh t to  save 
M c C a r n in -F c r g u s o n .

N e w  York  S ta te  A sse m b ly m a n  Frank  
Barbara  (D - B r n o k ly n )  says m o st state* 
h o u se  rep re sen ta tive s  v ie w  N C O I L u s  an 
industry  su p p ort group. “ I th in k  th e  in sur­
a n ce  ind ust ry has a right to  set u p  lobbyists 
w h e re ve r  th e y  w a n t  to ,"  Barbaro says. 
"B u t it v io la te s  th e  o p e n n e ss  o f  g o v e rn ­
m e n t  t o  set u p  an  o rg a n iza tio n  tha t is 
c lea r ly  lo b b y in g  In su ra n ce  industry  in te r­
ests a n d  try in g  to  d e lu d e  th e  p u b lic ."

R ep . D o n  Ed w a rd s  ( D - C a l i f . ) ,  w h o  is 
sp o n so r in g  th e  H o u s e  b ill to  repeal the  
M c C a r r a n - F e r g u s o n  e x e m p t io n ,  says, 
" T h e y  a te  t ilte d  tow ard  th e  industry . It's 
d isg ra ce fu l th e  w ay  th e  in su ra n ce  c o m m it ­
tees d o n ’t d o  th e ir  job . You  k n o w  the y  arc- 
ju st g u n g  h o  fo r in su ran ce ."

O n e  reason  is m a n y  N C O I L  m em bers 
w ork  fo r th e  industry . N C O I L ' s  1988 a l­
m a n a c, w h i c h  lists o c cu p a t io n s  o f  m any  
b u t n o t  a ll re le va n t c o m m it te e  m em bers, 
show s th a t  in  14 states, h ouse  o r  senate 
c o m m it te e s  th a t regu la te in su ra n ce  are 
ch a ire d  by p resen t o r  fo rm er in su ran ce  
professionals. In  11 sta tes in su ra n ce  p ro ­
fessionals se rve  as sen a te  and  assem bly 
p res iden ts o r  m in o r ity  leaders o r  in  o th e r  
p os itio n s  o f  pa rty  leadersh ip . In  18 states, 
in su ra n ce  pro fessiona ls serve  as insurance/ 
c o m m e r c e  c o m m it te e  ch a irs , v i c e  cha irs 
o r  ra nk in g  m in o r ity  m em bers. T h i s  g ives 
th e  in d ustry  a b u ilt- in  lobby , n o t  in c lu d ­
in g  th e  reg istered  lobbyists p o lit ica l o b ­
servers say m ak e  u p  th e  b iggest b lo ck  o f  
lobbyists in  m a n y  states.

“T h e r e  a r c  a t least 25 lobbyists u p  there 
at all t im e s ,” says M in n e s o ta ’s C o m m is ­
s io n e r  M ic h a e l  H a t c h ,  ree ling  o f f  a list o f  
firm s h e  e n co u n te r s  in  th e  sta te  cap ito l. 
“T h e y  are th e  largest lo b b y  in  th e  state."

H a t c h  a lso  p o in ts  to  in su ra n ce  in d us­
try  ca m p a ig n  co n tr ib u t io n s ,  w h ic h  h e  
says legisla tors k n o w  th e y  c a n  d e p e n d  
o n  if  th e y  sig n  o n to  a n  in su ra n ce  
c o m m it te e .  "It's in ce s tu o u s  a n d  o f  
co u rse  th e y  h a v e  a d ir e c t  in te re s t,”
H a t c h  says. " T h e  person  g o in g  
th e re  isn ’t g o in g  th e re  for any  
sense o f  id ea lism ."

A  loo k  a t f in a n c ia l d is c lo ­
sure s ta te m e n ts  o f  N C O I L  
m em bers  in  key sta tes w here  
figures are a va ila b le  sh ow s a s trong  
re lia n ce  o n  in d ustry  m o n e y .

Insurance political action committees

( P A C s )  co n tr ib u te d  a to ta l o f $ 65 ,76 7  to  
P e nn sy lva n ia  sta te  legislators fro m  1985 
th ro u g h  m id -Ju n e  1986. A lm o s t  h a lf  of 
th e  to ta l ca m e  from  th e  In su ra n ce  fed era l 
o f  P e n n sy lva n ia  In c .  P A C .  R e p u b lica n  
S e n . E d w in  I lo ll, ch a irm a n  o f  th e  B a n k ­
ing an il In su ra n ce  C o m m it t e e ,  was th e  
to p  r e c ip ie n t  in  th e  s ta teh o use , n e tt in g  
$8,750 . S ta te  e le c t io n  re co rd s  o f  h is  1987 
P A C  co n tr ib u t io n s  o v e r  $ 250 s h o w  H u ll  
re ce iv e d  o n e - th ird ,  to ta lin g  at least 
$ 11 ,000, fro m  in su ra n ce  P A C s .

In  N e w  Y ork , S e n .  Jo se p h  B m n o  (R -  
B m n s w ick ) ,  ch a ir  o f  th e  S e n a te  In su ra n ce  
C o m m it t e e ,  g o t $ 37 ,70 0  —  35 .6  p e r c e n t  
o f  h is  1985-86 to ta l —  from  g ro u p s  w ith  
in su ra n ce  in terests , a c co rd in g  to  f in a n c ia l 
d is c lo su re  s ta te m e n ts  rep o rted  by  th e  A l ­
bany T im e s -U n io n . T h e  n ew sp a p er also 
d is c lo sed  th a t  D e l .  H o w a rd  La s h e r  (D -  
B ro o k ly n ),  ch a irm a n  o f  th e  A s s e m b ly  I n ­
su ra n ce  C o m m it t e e ,  r e c e iv e d  $ 61 ,4 0 0  
fro m  in su ra n ce  in te rests  d u r in g  th e  sam e 
period  —  rep re sen tin g  an  a s to u n d in g  55.5 
p e r c e n t  o f  h is co n tr ib u t io n s .  A n  e x a m in a ­
tio n  o f ca m p a ig n  co n tr ib u t io n s  file d  from  
m id -January  1987 th ro u g h  1988 show s 
th e  in su ra n ce  in d ustry  c o n t in u e d  to  p ou r 
m o n e y  in  a fte r th e  e le c t io n ,  g iv in g  La sh e r  
m ore  th a n  $ 25 ,75 0 , s lig h tly  m o re  th a n  
h a lf  h is  o ff-year in take.

In  A r iz o n a , sen a te  a n d  h o u se  in su ra n ce  
c o m m it te e  ch a ir m e n  W il l ia m  A .  “T o n y "  
W e s t  a n d  Jam es M e re d ith , m a jo r  sponso rs  
o f  va rio us  p ro - in s u ra n ce  m easures in  th e  
past few  years, to o k  adva n ta g e  o f  th e  n a ­
tio n a l N A I C  c o n fe r e n ce  
in  D e c e m b e r  to  add 
th e ir  ca m p a ig n  co ffers.

S evera l days be fo re  th e  co n fe r e n ce  b e ­
gan  th e y  h e ld  a jo in t  c o m m it te e  h ea ring  
o n  M cC a n ra n -F ’o ig u so n . S e v e ra l insu 
a n te  e x e cu tiv e s , in c lu d in g  D e b ra  R a n a , 
assistant co u n s e l o f  th e  N a t io n a l A s s o c ia ­
t io n  o f  In d e p e n d e n t Insurers o f  C h i c a g o ,  
a n d  Prank M a tr ica rd i, v i c e  p res id en t for 
p la n n in g  and  leg isla tion , M a x icn re  A r iz o ­
na, testified  against repeal. T h a r  n ig h t, 
R a n d  and  M a trica rd i w ere  a m o n g  th e  
co n tr ib u to rs  at a jo in t  fundra iser fo r th e  
tw o  law m akers, sp o n so red  by Jo n e s , S k e l­
to n  and  H o c h u l i ,  a law  f in n  th a t lobb ies 
o n  b e h a lf o f  severa l in su ra n ce  co m p a n ie s , 
a nd  B lue  C ro ss/ B lu e  S h ie ld  o f  A r iz o n a . 
T l i e  fundraiser b ro u g h t in  $ 3 ,560 , a lm ost 
e x c lu s iv e ly  from  in su ra n ce  P A C s ,  agents 
o r  ex e cu tiv e s , so m e  from  o u t  o f  sta te.

Sev e ra l w eeks later, W e s t ’s c o m m it te e  
a d o p ted  a reso lu tio n  a ffim iin g  th e  sta te ’s 
su p p o rt o f  M cC a r ra n -F e rg u s o n . T l i e  reso­
lu tio n  was passed hy th e  sen a te  a nd  is n o w  
b e in g  co n s id e re d  by  th e  house .

A r i z o n a  D e m o c r a t i c  R e p .  D c b b y  
M c C u n e ,  a fo rm er in su ra n ce  a g en t h e r­
self, says, "I th in k  [g iv in g  m o n e y ] is e x a c t ­
ly th e  k ind  o f  th in g  th a t  w o u ld  b e  sm art 
for a lobbyist to  d o . I d o n 't  n ecessarily  
th in k  tha t it's sm a rt fo r a leg isla tor to  a c ­
ce p t ."
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IiC a m p a ig n s  fo r  in su ra n ce  co m m is s io n  
ers, e le c te d  in  11 states, a rc a lso  fue led  by 
th e  industry .

In  Flo rida , fo r  e x a m p le , P A C s  a nd  in ­
d iv id u a ls  in  th e  in su ra n ce  fie ld  hedged  
th e ir  be ts  in  1986 by  g iv in g  h e a v ily  to  
b o th  ca n d id a te s . R e co rd s  o f  d o n a t io n s  o f  
$ 500 a n d  a b o v e  s h o w  th e  in d ustry  sp e n t a 
to ta l o f  $ 3 0 4 ,0 0 0  in  1986 to  h e lp  re e le c t  
W i ll ia m  G u n te r ,  a fo rm er U .S .  C o n g r e s s ­
m a n  a nd  N A I C  p res id en t. G u n t e r ’s o p p o ­
n e n t,  V a n  13. P o o le , d rew  $ 1 5 1 ,0 0 0  —  
nearly  30  p e r c e n t  o f  h is  to ta l re ce ip ts .

B ro o k ly n  D e m o c r a t i c  S e n .  D o n a ld  
H a lp c r in ,  n e w ly  e le c te d  p re s id e n t o f  
N C O I L ,  fa vors  p u b l ic  f in a n c in g  o f  sta te 
e le c t io n s , b u t  in  th e  m e a n tim e , h e  says, 
e ch o in g  severa l co m m iss io n e rs , l i e ’ll take 
w h a t  co m e s . "I w o u ld  lo v e  to  s o lv e  th is 
p ro b lem  a nd  I d o n ’t th in k  it is l im ite d  to  
th e  in su ra n ce  in d u stry ,"  h e  says.

Part o f  th e  b la m e  fo r w eak  sta te  regu la­
t io n s  c a n  also b e  p in n e d  o n  th e  re v o lv in g  
d o o r  b e tw e e n  sta te  o ff ic e  a n d  industry .

" T o o  m a n y  in su ra n ce  c o m ­
m is s io n e r s  s p e n d  t h e i r  

t im e  p la n n in g  fo r th e  
day  w h e n  th e y  w ill 

land  a lu c ra t iv e  jo b
w ith  th e  industry ,"  
ch a rg es  S e n .  M e tz ­
en b a u m .

A n  analysis o f  
t h i s  y e a r ’s 
N C O I L  a lm a ­
n a c  sh o w s  th a t

16 o f  so m e  53 cu r r e n t  co m m iss io n e rs  h a v e  
w ork ed  for th e  industry . A  r e c e n t  ]ouma 
of Commerce su rvey  o f  in su ra n ce  c o m m is ­
s ioners w h o  le ft th e ir  jo b s  in  th e  past four 
years show s th a t a b o u t  25 p e r c e n t  w er.. 
d ire c tly  in to  th e  in d ustry . A n o t h e r  17 
p e r ce n t  le ft fo r law  firm s  w h e re  th e y  h a n ­
d le  so m e  in su ra n ce -re la ted  business.

A m o n g  th e  m o st co n tro v e rs ia l m o v e s  
was th a t  o f  fo rm er M a ry la n d  C o m m is s io n ­
er Edw a rd  M u h l ,  w h o  in  D e c e m b e r  a n ­
n o u n ce d  h is  re s ig n a tio n  from  h is  s ta te  o f ­
fice  t o  a c c e p t  a pos t w ith  R o y a l In su ra n ce  
in N o r th  C a ro lin a .  M u h l  presided  o v e r  
th e  D e ce m b e r  1987 N A I C  m e e tin g  in  th e  
in te rim . "1 th in k  it ’s in cre d ib le  th a t  n o ­
body  e v e n  said b o o ,"  says th e  in su ra n ce  
co n s u m e r  o rg a n iza tio n ’s H u n te r ,  n o t in g  
in  response to  a N A I C  su rvey , “T l i e  rela ­
t io n sh ip  m ust b e  d iffe re n t i f  N A I C  is e v e r  
g o in g  to  be  v ie w e d  as a real regu la tory  
body."

M u h l ch a ra cte r ize s  M a ry la n d ’s cu r r e n t  
e th ics  law  as a m o n g  th e  s tr ic te s t  in  th e  
n a t io n  and  n o te s  th a t  h e  fo llo w e d  it  to  
th e  le tter, tu rn in g  h is  w o rk  o v e r  to  h is 
d e p u ty  and  filin g  w ith  th e  sta te  e th ic s  
co m m iss io n  o n c e  h e  m a d e  h is  d e c is io n . 
" W h e n  I w as a reg u la to r  I to o k  m y  jo b  
ex trem e ly  seriously  a n d  a tte m p te d  to  d o  
th e  best jo b  1 c o u ld  fo r  th e  c it iz e n s  in  m y  
state. I was in  sta te  s e r v ice  fo r 17 years. I f  
it ’s a re v o lv in g  d oo r, it ’s a ve ry  s lo w -m o v ­
ing o n e ."

B u t  th e  fa c t  th a t  th e  law  is b road  
e n o u g h  to  a llo w  s u ch  a c t io n s  is d is tu rb in g  
to  so m e  co m m iss io n e rs  and  co n s u m e r  
groups. " It’s a n  il leg itim a te  c r i t ic is m  o f  an  

in d iv id u a l, b u t  n o t  an  
i l l e g i t im a t e  c r i t i ­

c is m  o f  th e  sys­
t e m ,  ' s a y s  
D e l a w a r e ' s  

I n s u r a n c e  
C o m m is s i o n -  

D a v i d

L e v in s o n ,  w h o  favors a o n e -y e a r  h ia tus 
before a n  in su ra n ce  co m m is s io n e r  co u ld  
w ork  for a p riva te  in su ra n ce  firm .

T e x a s  a tto rn e y  T o m  B o n d ,  o f  A k in ,  
G u m p ,  Strauss, H a u e r  &  Fe ld , and  c o u n ­
sel to  N A I C ,  disagrees, saying , re str ictiv e  
leg isla tion  co u ld  a ffe ct th e  q u a lity  o f  ap ­
p lica n ts  fo r  p u b lic  jobs. " It ’s hard  to  g o  to  
s ch o o l a n d  get a degree in  in su ra n ce ,” 
B o n d  says. "You  so r t o f  h a v e  to  learn 
a b o u t h o w  it w orks so m e w h e re , and  m a n y  
o f  today’s regu la tors are lea rn in g  it o n  th e  
jo b , w h ic h  is fin e . B u t w h a t  th e y ’ll d o  
w ith  th e ir  lives a fter th e y  k n o w  so m e th in g  
a b ou t in su ra n ce  is hard  to  im a g ine  if  th e y  
c a n n o t  w o rk  in  a n d  a ro u n d  th e  in d ustry .”

In  th e  m e a n tim e , th e  sys tem  w orks w ell 
for th e  industry . “ I d o  b e lie v e  th e  in su r­
a n ce  in d ustry  has largely ca p tu re d  the  
sta te  p ro ce ss ,” says M a rk  K in d t ,  w h o  re­
c e n t ly  resigned  as W e s t  V irg in ia  d e p u ty  
a tto rne y  genera l to  b e co m e  reg iona l d ir e c ­
to r  o f  th e  F T C  in  C le v e la n d .

Part o f  th e  b lam e, K in d t  p o in ts  o u t, lies 
w ith  state regu la tors’ c o n tra d ic to ry  goals: 
m a in ta in in g  a h e a lth y  in d ustry  a nd  e n su r­
ing  th a t ra tes are n o t  ex cess iv e , in a d e ­
q u a te  o r  d is cr im in a to ry . A d d  p o lit ica l 
pressure, a n  average d e p a r tm e n t  fu n d in g  
o f  less th a n  o n e - te n th  o f  1 p e r c e n t  o f  th e  
typ ica l sta te  b u d g e t a nd  th e  resu lt is th a t  
m a n y  sta tes s im p ly  ru bb er-sta m p  rate 
h ikes  a nd  o th e r  in d ustry  requests.

Jo sep h  B e lth ,  in su ra n ce  pro fessor a t  I n ­
d iana  U n iv e r s i ty  a nd  p u b lish e r  o f  a 
m o n th ly  n ew s le tte r  o n  th e  su b je c t, says 
h is  state in su ra n ce  d e p a r tm e n t  is severe ly  
understa ffed . " If [d e p a r tm e n t officia ls] 
w a n t  to  f ig h t  a n  in su ra n ce  c o m p a n y  th e y  
m ig h t h a v e  a p a rt-tim e  law yer . . . and  
th e  in su ra n ce  co m p a n y  g oes  in  w ith  10 
to p  guns a n d  hires th e  best lawyers in  th e  
sta te  w ith  th e  m o s t p o lit ica l p o w er a nd  
ju s t o v e rw h e lm  th e  regu la tory  body."

/ f  th e  sta tes a re paralyzed, ca n  c o n ­
sum ers c o u n t  o n  th e  federa l g o v e rn ­
m e n t  t c  take charge?  R e c e n t  e v e n ts  

a ren ’t  e n co u ra g in g . W e s t  V irg in ia  A t t o r ­
n ey  G e n e ra l C h a r ie s  B ro w n , te stify ing  in 
C o n g re ss  be fo re  filin g  th e  law suit, p o in te d  
to  th e  industry 's a b ility  in 1986 to  p u ll t o ­
g e th e r  n a tio n a lly  to  ex ert pressure. " T h e  

p o w e r  d isp layed  w as th e  c o m ­
b in ed , co o rd in a te d , s im u lta ­

n eous  m ass ca n ce l la t io n  o f  
m e d ica l m a lp ra ctice  c o v ­

erage in  o u r  states,"  h e  
m a in ta in s, a n d  is a n  ex a m p le  

o f  w hy  th e  M cC a r r a n -F e rg u s o n  
e x e m p t io n  m ust b e  en d e d .

Ginunnr Cause
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" W h e re  else in  th e  A m e r ic a n  e co n o m y  d a  
prices rise fo r g o o d s  a nd  se rv ice s  by huri 
dreds o f  percen ts?"

It was d u r in g  th e  cris is  in  liab ility  c o v e r ­
age th a t m a n y  s ta te  regu la tors re cogn ized  
th e ir  em barrassing  in a b ility  to  g e t reliable 
in fo rm a tio n  o n  industry  pro fits a n d  losses. 
" T h r o u g h o u t  th e  w h o le  in su ra n ce  crisis 
w e b e ca m e  p a in fu lly  aw are th a t  (th e ) data  
was o n ly  ns g o o d  as th a t s u b m itte d  by  th e  
industry ,"  reca lls  M in n e s o ta  C o m m is ­
sioner H a t c h .

In  W a s h in g to n  sim ila r p ro b lem s were 
u n co v e re d  d u r in g  1986 H o u s e  Jud icia ry  
C o m m it t e e  h earings o n  th e  in su ran ce  
“cr is is .” " T h e  in su ra n ce  co m p a n ie s  ca m e  
in  a nd  w ere  v e ry  s e c r e t iv e ,” reca lls  Re|p. 
D o n  Ed w a rd s  (D - C a l i f . ) .  " T h e y  w o u ld n ’t 
te ll us w h a t  th e ir  pro fits w ere  a n d  w hat 
the y  h ad  in  reserve."

t~ \  e sp ite  th e  in d ustry ’s c lo sed -d o a r 
/  I  o p e ra tio n s  a nd  genera l la ck  o f  a c-  

J L y  co u n ta b il i ty ,  R o d in o  said h is  sub­
co m m it te e  was ab le  to  lea rn  e n o u g h  iro 
c o n c lu d e  th a t  th e  liab ility  insurers a ctu a l­
ly re ce iv e d  for m o re  in  p rem iu m s o v e r  th e  
p rev iou s d e ca d e  th a n  th e y  h ad  pa id  o u t  in  
cla im s. S p e c if ica lly ,  57 c e n ts  ca m e  in  for 
every  29 c e n ts  pa id  o u t. S im ila r  d is crep ­
a n cies  c a m e  to  lig h t a t th e  S e n a te  sub ­
co m m it te e  h ea rin g  in  Ju n e . T e x a s  A t t o r ­
ney  G e n e r a l  M a tto x  sa id  industry  figures 
sh o w  th a t b e tw e e n  1985 a n d  1987 profits 
o n  p rop erty  a nd  ca su a lty  in su ra n ce  rcse  
from  $2.1 b il l io n  to  $ 13 .7  b illio n . H is  
o w n  figures p u t th e  in crease  c lo se r  to  $20 
b illion .

D e sp ite  s u ch  fin d ing s, repeal o f  M c C a r -  
run -Ferg uson  lo o k s  like  a d im  possib ility. 
N A I C  a nd  N C O I L  are b o th  lob by ing  
against repeal, w h i c h  th e y  v ie w  as a step ­
p ing  s to n e  to  fu r th e r  federal in te rve n tio n . 
T h e  g ro u n d w o rk  was se t last sum m er, 
w h e n  N C O I L  leaders a n d  in su ra n ce  in ­
dustry  lobbyists sw a n n e d  a m e e t in g  o f  th e  
N a tio n a l C o n f e r e n c e  o f  S ta te  Leg isla tu res 
( N C S L )  a n d  persuaded  N C S L  m em bers  
to  b lo ck  c o n t in u a t io n  o f  th e  g ro u p ’s p rev i­
ous su p p o rt fo r repeal —  a m o v e  th a t sub­
stan tia lly  h u r t  repeal efforts in  W a sh in g ­
ton .

"1 h a v e  rarely  seen  a n y th in g  so  h eav ily  
loh h icd ,"  says I llin o is  sta te R ep . W o o d s  
B o w m a n  ( D - C o o k  C o u n t y ) .  It d id n 't  l u r t  
th a t so m e  s y m p a th e tic  N C S L  m em bers 
a rc also in su ra n ce  agents, in c lu d in g  state 
S e n . R ich a rd  W o r m a n  o f  Ind iana  and 
state S e n .  J o h n  La rso n  o f  C o n n e c t i c u t ,  
p res iden t o f  th e  in su ra n ce  firm  La rso n  &. 
Lys ik .

T h e  in d u s try  l in e  o n  M c C a r r a n - F e r ­
g u so n  rem a ins  th a t  th e  federa l g o v e r n ­
m e n t  sh o u ld  stay  o u t  o f  s ta te  affairs. 
R o b e r t  S e ile r ,  a  s e n io r  e x e c u t iv e  w ith  
A l ls ta te  L i f e  In s u ra n ce  C o .  w h o  te s tifie d  
last A u g u s t  o n  b e h a lf  o f  10 in s u ra n ce  
g roups be fore  a H o u s e  s u b co m m it te e ,  
ch a ra c te r iz e d  th e  n o t io n  th a t th e  federa l 
g o v e r n m e n t  s h o u ld  in te r c e d e  as " federa l 
e li t ism ."  T h a t  s ta n c e  is p a r t icu la r ly  
ir o n ic  s in ce  in s u ra n ce  lob b y is ts  are  beg -

Sorr.e  sta te  legislators a lso  fa vo r  repeal. 
E n d in g  th e  industry 's a n titru s t  e x e m p ­
t io n , th e y  say, w o u ld  b rin g  e n o u g h  federal 
in te r v e n t io n  to  d o  th e  jo b  a nd  sen d  th e  
m essage to  th e  in su ra n ce  in d ustry  th a t th e  
free ride  is o ve r.

Je ffrey  T e i t z ,  ch a irm a n  o f  th e  R h o d e  Is­
land H o u s e  Ju d ic ia ry  C o m m it t e e ,  has to ld  
C o n g re s s  th a t  M c C a r r a n -F e rg u s o n  a ctu a l­
ly im p ed es e f fe c t iv e  sta te  reg u la tion . T e i t z  
supports  p ro v is io n s  to  req u ire  co m p a n ie s

ndustry profits soared between 1985 a n d  

1987, despite widespread fears of a n  insurance 

“crisis. ” Between 1 9 7 6  a n d  1 9 8 6  liability 

insurers collected 5 7  cents for every 2 9  cents 

paid, out, one study showed.

g in g  th e  federa l g o v e r n m e n t  t o  in te r ­
v e n e  a t th e  s ta te  le v e l to  k eep  b a n k s  o u t  
o f  th e  in su ra n ce  fie ld .

N A I C  o ffic ia ls  also c o n te n d  th a t  ex is t­
ing  regu la tions are e n fo r ce d  w i th  su ffi­
c ie n t  vigor, a n  a ssertion  M e tz e n b a u m  
ca lls "una du lte ra ted  h o k u m ."

In  b o th  th e  H o u s e  a n d  S e n a te  ve rs io n s  
o f  th e  leg isla tion  a m e n d in g  M c C a r r a n -  
Ferguson, states re ta in  th e  rig h t to  e n fo r ce  
th e ir  regu la tions. M e tz e n b a u m  a n d  E d ­
wards v iew  th e ir  m easure  as a m ea n s  to  
p ro v id e  federal h e lp  o n  a n titru s t ca ses  and  
send  a message to  th e  in su ra n ce  c o m p a ­
nies and  s ta tch o u ses  th a t  th e  era  o f  lax 
regu la tion  is o v e r . T h e  federal g o v e rn ­
m e n t  co u ld  a lso h e lp  th e  sta tes grapple 
w ith  re in su ra n ce  firm s, w h ic h  in  e f fe c t  are 
su b co n tra cto rs  t o  th e  m a jo r in su ra n ce  
firm s and  agree to  take o n  part o f  th e  risk. 
T h e s e  firms, m a n y  o f  w h ic h  are overseas, 
pose a n  e n o rm o u s  ch a lle n g e  to  sta tes re ­
sponsib le for assessing th e ir  so lv e n cy .

“ I c a n ’t go  to  th e  C a y m a n  Islands, K o ­
rea a nd  L i t i n  A m e r ic a  a n d  in ves tig a te  th e  
co m p a n y  th a t is p ro v id in g  th e  in su ra n ce ,"  
says N e w  Jersey In su ra n ce  C o m m is s io n e r  
K e n n e th  M e r in . “T h a t ’s for th e  feds."

to  su b m it a n n u a l f in a n c ia l da ta  to  a feder­
al a g en cy , w h ic h  w o u ld  co lla te  it a n d  re ­
tu rn  it to  th e  co m p a n ie s , as w e ll as sta te 
agencies.

S u c h  efforts, m o st su p p orte rs  o f  repeal 
b e lie ve , w o u ld  h e lp  p u t a c la m p  o n  rates. 
" W e  b roke a m o n o p o ly  o n  m e d ica l m a l­
p ra c t ice  a nd  rates w ere  re d u ce d  o v e r  5 
p e r ce n t,"  reca lls  fo rm er C o m m is s io n e r  I n ­
gram . " W h a t  I ’m  ta lk ing  a b o u t is cre a tin g  
co m p e ti t io n .  I f  y o u  d o n ’t h a v e  M c C a r r a n -  
Ferguson  repealed, th e y 'll k eep  [raising 
rates] a nd  say th e y  a rc  w i th in  th e  la w .”

S o m e  co n s u m e r  a d v o ca te s  see repeal o f  
M cC a r r a n -F e rg u s o n  as ju s t  part o f  th e  s o ­
lu tio n . T i r e  c o n s u m e r  g ro u p  N I C O  a lso 
ca lls  fo r  esta b lish in g  a federa l o f f ic e  o f  in ­
su ra n ce  to  c re a te  state standards a nd  m o n ­
ito r  p e r fo rm a n ce ; rep ea ling  th e  b ill bar­
ring  th e  F T C  fro m  in ve s tig a tin g  in su ra n ce  
fraud; ex p a n d in g  an  ex is tin g  law  to  a llow  
groups to  jo in  to g e th e r  to  se lf-in sure ; a nd  
in s titu tin g  a n a tio n a l re in su ra n ce  p ro ­
gram .

T h e s e  m o v e s  are like ly  to  p ro v o k e  e v e n  
m ore  sta te  o p p o s it io n , h o w e v e r , and  seem  
im possib le  to  a ch ie v e  w ith o u t  M c C a r r a n -  
lierguson repeal as a first s tep . ♦

Jnly/Auuini IWH (jminionCIum' Magazine .s
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J  s goes C a lifo rn ia , so  goes th e  
/ I  n a tio n . 

j  1  O r  a t least so  h o p e s  th e  c o n -  
f  1  su m er m o v e m e n t.

J k .  O n  N o v e m b e r  7, i f  co n su m e r 
a d v o ca te s  are righ t, C a l ifo rn ia n s  w ill v o te  
in  fa vo r o f  a b a llo t in it ia t iv e  th a t w o u ld  
roll b a ck  in su ra n ce  rates a nd  s te p  up regu ­
la tion . O n c e  C a lifo rn ia  goes o n  re co rd  o n  
th e  in su ra n ce  issue, co n s u m e r  a ctiv is ts  
reason, o th e r  states are sure to  follow .

o n s  are a sy m b o l, th e  g roup  d e cla re d , o f  its 
n e e d  to  p ro te c t  th e  p e tit io n s  it g a th e re d  to  
q ua lify  its in it ia t iv e  for th e  N o v e m b e r  ba l­
lo t  from  raids by in d ustry  o p p o n e n ts .

Highway Robbery
C a lifo rn ia  is a key  sta te  in  th e  b a ttle  to  

re fo rm  th e  in su ra n ce  in d ustry  pa rtly  be 
ca u se  o f  its sh e e r  size. W i t h  m o re  th a n  
$ 8.2  b illio n  in  a u to  in su ra n ce  p rem iu m s 
w r it te n  last year, fo r ex a m p le , C a lifo rn ia

B y ' P e t e r  A s m u s

In the storehouse and at the polls; moneyfuels
the battle over insurance.

T h e  la test C a lifo rn ia  p o l l sh o w s  th a t 77 
p e r ce n t  o f  th e  G o ld e n  S ta te  d rivers re ­
sp o n d in g  th in k  th e ir  rates are " m u ch  to o  
h ig h .” T h e  p o ll a lso  in d ica te s  th a t  79 p e r­
c e n t  e n d o rse  co n s u m e r  reform s.

Partly  b e ca u se  th e  stakes are so  h ig h , 
C a lifo rn ia ’s E le c t i o n  D a y  s h o w d o w n  has 
ga lvan ized  so m e  o f  th e  m o s t pow erfu l e c o ­
n o m ic  a nd  p o lit ica l in terests  in  th e  state. 
T h e  result has b een  a b itte r , d ra w n -o u t 
co n te s t  th a t is e x p e c te d  to  co s t  th e  various 
in terests ten s  o f  m illio n s  o f  do lla rs before 
the  d u s t se ttle s  in  N o v e m b e r .

T i r e  G r e a t  In itia tive s  W a r, w h ic h  has 
p itted  tria l law yers against in su ra n ce  
agents, in su ra n ce  co m p a n ie s  against 
banks and  co n su m e rs  against e a ch  o th e r, 
is by all a c co u n ts  a b y p ro d u c t  o f  th e  sta te  
leg isla ture’s se e m in g  in a b ility  to  a c t  o n  th e  
vo la tile  in su ra n ce  issue —  d e sp ite  m o u n t­
ing p u b lic  d e m a n d s  fo r ch a n g e .

T i r e  b a ttle  b e tw e e n  co n su m e rs  and  th e  
in su ran ce  in d ustry  is so  in te n se  th a t m e m ­
bers o f  th e  V o te r  R e v o l t  to  C u t  In su ra n ce  
R ates, o n e  o f  severa l g roups p u sh in g  fo r 
reform s, h a v e  m o ck in g ly  sp o rted  sho tguns 
and  se m i-a u to m a tic  w eap ons. T h e  w eap ­

is th e  n a t io n ’s largest m arket. It  is a lso  o n e  
o f  th e  m o st e x p e n s iv e . In  L o s  A n g e le s , 
o n e  o f  th e  ha rd est h i t  areas, rates average 
m o re  th a n  $ 2 ,600 . (N e w  Y o rk  C i t y ’s a n ­
n u a l average is $ 7 6 8 .) C a r  o w n e rs  ro u ­
t in e ly  fa ce  m u c h  h ig h e r  p re m iu m s  —  
$ 4 ,000  and  $ 5 ,0 0 0  are n o t  all th a t  u n ­
c o m m o n .  N o t  lo n g  ago, o f  co u rse , you  
c o u ld  buy a ca r  fo r  $5,000 .

In  ce r ta in  h ig h -r isk  se c t io n s  o f  L o s  A n ­
geles, in su ring  a n  a u to m o b ile  c a n  co s t  
$ 7 ,500 . C o n s e q u e n t ly ,  b e tw e e n  70  a nd  
90  p e r ce n t  o f  th e  residen ts in  th e se  o f te n  
im p o ve rish ed  areas d o n ’t ca rry  in su ra n ce  
—  desp ite  a sta te  law  req u ir in g  u n iversa l 
co ve ra g e . C a l i fo r n ia ’s rates are n o t  o n ly  
a m o n g  the  h ig h e s t in  th e  n a t io n  b u t  are 
g ro w in g  a t a p h e n o m e n a l p a ce . O v e r  th e  
last tw o  a nd  a h a l f  years th e y  h a v e  ju m p e d  
40  p e rce n t, co m p a re d  to  a n  avera g e  28 
p e r c e n t  in crease  e lsew h ere , a c co r d in g  to  a 
r e c e n t  study  fo r th e  C a lifo rn ia  sta te  leg is­
lature.

C a lifo rn ia  a lso  stands o u t  b e ca u se  it has 
o n e  o f  th e  m o st laissez-faire a p p ro a ch e s  to  
in su ra n ce  reg u la tio n  in  th e  co u n t r y .  A  
sta te  law passed in  1948 to  b a n  e x ce s s iv e

rates is so  w eak tha t o n ly  o n e  in su ra n ce  
c o m p a n y  v io la t io n  has b e e n  in vestiga ted  
to  da te , d esp ite  n u m e ro u s  co m p la in ts  o f  
in su ra n ce  fraud. A t  a press co n fe r e n ce  last 
M a y , In su ra n ce  C o m m is s io n e r  R o x a n i 
G il le s p ie  a d m itte d  th a t th e  p ro b le m  is 
“ th e  sta te  d oesn 't k n o w  w h a t th e  insurers 
d o ."  A  C o n s u m e r s  U n io n  report last sum  
m er c o n c lu d e d  th a t th e  state's industry  
fr ien d ly  D e p a r tm e n t  o f  In su ra n ce  "is p ro  
t c c t in g  in su ra n ce  co m p a n y  rep u ta tions  in ­
s t e a d  o f  p r o t e c t i n g  c o n s u m e r s ’ 
p o ck c tb o o k s ."

B u t  i f  C a lifo rn ia  is a n  ex tre m e  e x a m ­
ple, it isn ’t th e  o n ly  sta te  w h e re  p e o p le  are 
saying  th e y ’re fed  up. O v e r  th e  past th ree  
years th e  co s t  o f  all in su ra n ce  in  th e  U n i t ­
ed  S ta te s  has in creased  a t trip le  th e  ra te  o f  
in fla tio n , a c co rd in g  to  V o te r  R e v o l t  to  
C u t  In su ra n ce  R a tes . A t  th e  sam e t im e  
industry  profits appear to  b e  a t an  a ll-tim e  
h ig h . B e tw e e n  1985 a nd  1987, a c co rd in g  
to  o n e  ca lcu la t io n , th e y  ju m p e d  from  $2.1 
b ill io n  to  $13.7 b illion .

“T h e  eyes o f  th e  in s u ra n ce  in d u s try  
are fo cu s e d  o n  C a l i f o r n ia ,"  in d u s try  as­
s o c ia t io n  h ea d  G e o r g e  T y e  to ld  re p o r t­
ers e a rlie r  th is  y ea r  in  a b i t  o f  a n  u n d e r ­
s ta te m e n t. A n x io u s  a b o u t  th e  p o te n t ia l  
im p a c t  o f  a su cce ss fu l C a l i fo r n ia  re fo rm  
d r iv e , in su rers fro m  co a s t  to  co a s t  h a v e  
p le d g ed  to  k ick  in  a to ta l o f  $27 m il l io n  
to  h e lp  e n a c t  a n  in d u s try -s p o n s o re d  in i ­
t ia t iv e  a t  th e  e x p e n se  o f  th e  co n s u m e r -  
b a ck e d  o n e s .

T h e  N o v e m b e r  b a llo t is e x p e c te d  to  
ca rry  u p  to  five  m easures, e a ch  a im e d  at 
ch a n n e l in g  vo te r  rage a n d  fru stra tion  in to  
n e w  laws —  so m e  m o re  m e a n in g fu l th a n  
o thers . T w o  o f  th e  proposa ls are c o n s u m ­
e r-o r ie n te d  —  o n e  b a ck e d  by  w e ll-k n o w n  
co n s u m e r  a d v o ca te  R a lp h  N a d e r  w o u ld  
im m e d ia te ly  ro ll rates b a ck  to  N o v e m b e r  
1987 leve ls  and  re d u ce  th e m  a n o th e r  20 
p e rce n t. It  also w o u ld  o u tla w  red lin in g  
a n d  su b je c t  all fu tu re  rate in creases to  a p ­
prova l by  a n  e le c te d  in su ra n ce  c o m m is ­
sioner; u n d e r  th e  cu r r e n t  system  th e  head  
o f  th e  sta te  D e p a r tm e n t  o f  In su ra n ce  is a p ­
p o in te d  by  the  g o v e rn o r  —  and  th e  last 
s e v e n  a p p o in tees  w ere  fo rm er in su ra n ce  
industry  e x e cu tiv e s .

A  co m p e tin g , a nd  m a n y  say m o re  pa l­
atable, co n s u m e r  in it ia tiv e , sp o nso red  by 
a g roup  ca lled  In su ra n ce  C o n s u m e r  A c -

Petcr A s m tu  is a  Sacramento-based uniter 
uho socializes in campaien fimnce issues. 
Research fur this article was supported in [kin 
by the Project for Investigative Reporting on 
M on ey  in Politics.
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T h e  G r e a t  In itia tive s  W a r  has b een  
ch a ra cte r ize d  fron t th e  b e g in n in g  hy m n - 
c o r a iu l  hardha ll tac tics , L i r l y  o n , th e  in ­
su ra n ce  co m p a n ie s  w in k e d  o u t  a c o n tra c t  
w ith  a m a jo r s ig na tu re -g a th erin g  lin n , 
barring it fro m  aidm r: any  o th e r  in su ran ce  
in it ia tiv e  d rive . (P ro fe ss io n a l signature  
K a the rine  is a n e ce ss ity  in  C a l i fo r n ia  be- 
cnuse  3 7 2 ,178 signatures are n e e d e d  r<> get 
a m easure  o n  th e  b a llo t . ) T h e  trial lawyers 
resp ond ed  in  k in d , g e tt in g  a n o th e r  m a jo r  
firm  to  agree ro  th e  sam e th in g . U l t im a te ­
ly, w h e n  th e  trial law yers d e c id e d  n o t to  
pursue th e ir  o w n  in it ia tiv e , th e  firm  was 
released fro m  th e  c o n tra c t .

T e n s io n  has also e n ip te d  a m o n g  th e  
co n s u m e r  groups. B e ca u se  ir c a n  co s t  s e v ­
eral m il l io n  do lla rs to  la u n ch  a su ccessfu l 
in it ia tiv e  d i iv e  in  C a lifo rn ia , th e y  h a v e  
lx.-en fo r ce d  to  c o m p e te  for d o lla rs —  as 
w ell as ffe e  m ed ia  co ve ra g e . S o m e  o f  th e  
te n s io n  is s im p ly  part o f  d o in g  p o litica l 
ba ttle, h u t it has b e e n  co s t ly  in  te rm s o f  
m ora le .

Sacramento For Sale
I f  th e  G r e a t  In itia tive s  W a r  had  a 

th e m e  song , it w o u ld  be th e  sam e o n e  
p layed in  th e  s ta te  assem bly: “M o n e y  C a n

•' "'j

Vcib«*1

\ f  T . :
m ^ ;!/ •*“••• ;//.ns

(  \  v®4" I

B u y  You L i v e . ”
I h e  in su ra n ce  lo b b y  is o n e  o f th e  b ig ­

gest and  best h e e le d  in  S a c ra m e n to .  T h e  
A s s o c ia t io n  o f  I California In su ra n ce  C o m ­
pan ies sp en t $ 91 7 ,0 00  o n  lo b b y in g  in 
1987, a c co rd in g  to  th e  Pair P o lit ica l P ra c­
t ice s  (C o m m iss io n , a state g o v e rn m e n t 
ag en cy . B e ca use  th e re  h ave  b e e n  n o  laws 
in  C a lifo rn ia  re s tr ic tin g  w h o  m ay  c o n t r ib ­
u te  to  a ca m p a ig n  o r  h o w  m u c h ,  th e  in su r­
a n ce  industry  a lso  has b e e n  ab le  to  g iv e  
g enerously  to  e le c t io n  ca m p a ig n s . D u r in g  
1987 the  A s s o c ia t io n  o f  C a l i fo r n ia  In su r­
a n ce  C o m p a n ie s ’ P o lit ica l A c t i o n  (  Com­
m itte e  ( P A C )  a lo n e  p u m p e d  $ 41 7 ,2 50  
in to  legislators’ re e le c t io n  efforts, th e  larg­
est a m o un t c o n tr ib u te d  d u r in g  a n o n - e le c ­
t io n  year hy a s ing le  industry . In su ra n ce  
agents gave an  a d d itio n a l $ 1 5 4 ,0 15  in 
1987 th ro u g h  th e ir  o w n  P A C .

S u c h  g en e ro s ity  buys a cce ss  a n d  sym p a ­
th y  for th e  in d ustry  a m o n g  sta te  legisla­
tors. " W ith  these  co n tr ib u t io n s ," o b s e rv e s  
M arry S n y d e r , W e s t  C o a s t  d ir e c to r  o f  
(Con sum ers  U n io n ,  ‘‘sp e cia l in te re s t lo b ­
byists are b u y in g  a n  in su ra n ce  p o licy  
against leg isla tive  a c t io n ,  a n d  it is th e  
co a su m e rs  w h o  are pay ing  th e  p rem iu m s."  
Ind eed , d esp ite  efforts to  p u t in su ra n ce  re­
form  o n  th e  leg isla tive  fro n t h u m o r  fo r th e  
last th re e  years, it h a sn ’t g o n e  a n y w h ere . 

" T l ie  in su ra n ce  co m p a n ie s  are th e  
sing le m o s t p ow erfu l lo b b y  in  th e  
state o f  C a lifo rn ia ,"  d e cla res  
L lo y d  C o n n e l ly ,  D e m o c r a t i c  as­
sem b lym a n  fro m  S a c r a m e n to  a nd  
a key spokesperson  fo r th e  I C A N  
m easure. C o n n e l ly  p o in ts  to  re ­

fo rm  leg isla tion  h e  in tro d u ce d  
last session . T h e  b ill a t tra c t­

ed  su p p o rt fro m  c o n s u m ­
ers, labor a n io n s , se­

n io r  c it iz e n s , th e  
sta te  a tto rn e y  g e n ­

eral a n d  n ew sp ap er 
ed ito ria l w rite rs  a ro u n d  

th e  sta te , b u t  in  th e  e n d , 
C o n n e l l y  says, it was 

“cru sh e d ."

-v (-■ - _r '* L. 'n s S A  ̂»\I) (th

Willie’s Wares 
W h e n  spe cia l in terests  like th e  in su r­

a n ce  in d ustry  w a n t t o  ge t s o m e th in g  d o n e  
o t u n -d o n e  —  in  th e  legisla ture, th e y  

o f te n  g o  to  A sse m b ly  S p e a k e r  W i l l ie  
B lo w n , w hose  a b ility  (o  transfo rm  p u b lic  
p o l icy  issues in to  fund ra ising  o p p o r tu n i­
ties for th e  D e m o c r a t i c  Party  is legendary.

B io w n  re ce iv e d  a p p rox im a te ly  $ 65 ,00 0  
in  ca m p a ig n  co n tr ib u t io n s  from  in su ra n ce  
in d ustry  g roups d u rin g  th e  last h a lf  o f  
1987, w h e n  th e  legisla ture was d eb a tin g  
th e  in su ra n ce  issue co n t in u o u s ly . D u r in g  
1987 B lo w n  a lso  landed  $ 7 ,00 0  in p e rso n ­
al speak ing  fees from  in su ra n ce  groups. 
B a ck  in  M a r ch  1986 th e  A s s o c ia t io n  o f  
C a lifo rn ia  In su ra n ce  C o m p a n ie s  paid  
$ 4 ,796  for th e  speaker to  fly across th e  A t ­
la n tic  t o  sit d o w n  and  c h a t  w ith  e x e c u ­
tiv e s  o f  L lo y d 's  o f  L o n d o n ,  a m a jo r  in te r ­
n a tio n a l und e rw rite r, to  d iscuss  th e  so- 
ca lle d  in su ra n ce  crisis. M o re  re ce n tly , th e  
p res id en t o f  th e  A s s o c ia t io n  o f  C a lifo rn ia  
In su ra n ce  C o m p a n ie s  s e n t  B ro w n  $200 
w o r th  o f  m e n ’s sh irts.

T h e  in su ra n ce  issue has posed  a d ile m ­
m a for B ro w n , h o w e v e r , b e ca u se  it in ­
v o lv e s  th e  p o lit ica l in terest g roup  clo se s t 
to  h is  h ea rt —  tria l lawyers. B ro w n  is a 
trial law yer h im se lf  a nd  opera tes a p riva te  
p ra c t ice  in  S a n  F ra n c is co .

T r ia l  lawyers are th e  in su ra n ce  in d u s­
try's b iggest p o lit ica l e n e m y . In  C a lifo rn ia  
th e  in su ra n ce  in d ustry  m a in ta in s  it has 
b een  fo r ce d  to  raise rates to  c o v e r  litiga ­
t io n  a n d  liab ility  co s ts  th a t  it says are 
h ig h e r  in  C a lifo rn ia  th a n  e lsew here.

A s  th e  in su ra n ce  in d ustry ’s e c o n o m ic  
scapegoa t, th e  tria l law yers h a v e  lea rned  
to  fig h t b a ck . In  1987 th e  C a lifo rn ia  T r ia l  
La w yers  A s s o c ia t io n  sp e n t $ 84 9 ,0 00  lo b ­
b y in g  in  S a cra m e n to . T h a t  year th e  g roup  
also d ro p p e d  $ 2 8 4 ,1 50  in to  legisla tors’ 
e le c t io n  races, c o m in g  in  s e c o n d  p la ce  b e ­
h in d  th e  insurers. T h e  lawyers' a sso cia ­
tio n , to g e th e r  w ith  in d iv id u a l a tto rneys, 
gave  o v e r  $ 80 ,00 0  to  W i l l ie  B ro w n 's  c a m ­
pa ign  w ar ch e s t  in  th e  last six m o n th s  o f  
1987 a lo n e , p lus $ 7 ,000  in  h o n o ra r ia  —  
and  $225 in  N a p a  V a lle y  ca b e rn e t  w ine .

D u r in g  th e  w a n in g  days o f  last year's 
leg isla tive  session , B ro w n  was u n d e r  
h e a v y  pressure fro m  b o th  groups, a n d  to  
a c co m m o d a te  K i t h  h e  h e lp e d  seal a deal 
th a t has b e e n  ch r is te n e d  th e  " cro w n in g  
a ch ie v e m e n t"  o f  th e  leg isla tive  session  by 
supporters —  a n d  a se ll-o u t by cr it ics .

T l i e  o rig in s  o f  th is  dea l g o  b a ck  tw o  
years, w h e n  insurers a n d  trial lawyers 
w e n t  h e a d -to -h e a d  o v e r  P ro p o s itio n  51, 
th e  so -ca lled  D e e p  P o ck e ts  in it ia tiv e  th e n



o n  th e  ba llot. 'H ie  m easure , w h ic h  lim its  
th e  a m o u n t co u r ts  c a n  aw ard  p la in t ilfo (or 
p .un  a nd  suffering, to o k  o f f  b e ca u se  m a n y  
M .ters h o p e d  re s tr ic t io n s  o n  law yers' fees 
w ou ld  h e lp  re d u ce  e s ca la tin g  in su ra n ce  
rates. W is h fu l t h in k in g  as th in g s  tu rn e d  
ait. bu t th e  m easure  passed o v e rw h e lm *  

im jy .
In  th e  fina l h o u rs  o f  last year's session, 

(o p e r a te  legislators tr ied  to  s tave  o l f  a 
" S o n  o f  51" in it ia t iv e  th a t  w o u ld  h a ve  
p la ced  va rious n e w  ca p s  o n  legal dam ages 
and  a tto rneys ' c o n t in g e n c y  fees hy cu t t in g  
a deal w ith  lobbyists rep re sen tin g  all th e  
■ irious ve sted  in terests , in c lu d in g  th e  in - 
u ra n c c  industry , law yers, m a n u fa ctu re rs  
nd  d o cto rs . (D o c t o r s  like  th e  n o t io n  o f  
>rt re form , rea son in g  th a t  i f  law yers' fees 

cere  restr icted  th e re  w o u ld  be  few er m al- 
'ra c t ic e  su its a nd  co a s e q u e n t ly  low er m a l- 
ra c t ice  in su ra n ce  co s ts . )  M e e t in g  p r i­
ncely at a lo ca l C h in e s e  restau ran t ca lle d  
rank  Fat's, w ith  B r o w n  ta k in g  th e  ro le  o f  

a cilita to r, they  h a m m e re d  o u t  c o m p r o ­
mise leg isla tion . T h e n  th e y  a ll s igned  a 

"non-aggress ion  p a ct"  s k e tch e d  o u t  o n  a 
nap k in , agreeing  to  take  n o  fu r th e r  a c t io n  
an  a lon g  list o f  issues, in c lu d in g  in su r­
a n ce , for th e  n e x t  f iv e  years.

T h e  co m p r o m is e  b ill, w h i c h  m ak es it 
hard er a nd  less lu cra t iv e  to  file  c i v i l  su its, 

i was rap id ly  steered  th ro u g h  th e  legisla ture 
j th e  n e x t  day. G o v .  G e o r g e  D e u k m e jia n ,
! h im s e lf  th e  r e c ip ie n t  o f  $ 1 8 3 ,3 4 0  in  in sur- 
| a n ce  in d ustry  d o n a t io n s  b e tw e e n  Ju ly  

1984 a nd  Ju ly  1986, s ig ned  it  in to  law.
B y ro n  S h e r , a n  a ssem b ly m a n  w h o  has 

ta u g h t p ro d u c t  liab ility  law  a t S ta n fo rd , 
co m p la in e d  th a t it w as “ in su ltin g "  to  leg ­
islators to  sa cr if ice  th e  n o rm a l leg isla tive  
p ro cess for th e  sake o f  e x p e d ie n cy .

S o m e  legislators ra tion a lized  su p p o rt fo r  
th e  m easure  as a w ay  to  a v o id  a co s tly  in i ­
t ia tiv e  slug fest fu n d e d  b y  sp e cia l in terests. 
A t  th e  sam e tim e , as a p o s t-m o r te m  in  
The Washington Monthly w ise ly  n o te d , th is  
step  e n su red  th a t p le n ty  o f  sp e cia l in te rest 
m o n e y  w o u ld  s till be  a va ila b le  to  legisla­
tors a t r e e le c t io n  tim e .

L e f t  in  th e  lu r ch  was A s s e m b ly m a n  
C o n n e l ly 's  c o n s u m e r  b ill, w h i c h  w o u ld  
h a ve  req u ired  reg u la tio n  o f  in su ra n ce  
rates. T h e  last re co rd e d  v o te  o n  h is  b ill, 
o n  A u g u s t  26 , sh o w e d  th a t th o se  o n  th e  
W ays a nd  M e a n s  C o m m i t t e e  w h o  v o te d  
n o  o r  w ere  p resen t b u t  n o t  v o t in g  h ad  re ­
ce iv e d  o n  average $ 1 3 ,5 5 0  fro m  th e  C a l i ­
fornia in su ra n ce  a sso c ia tio n  a n d  th e  in su r­
a n ce  a gen ts’ P A C s ,  w h ile  th e  ayes re­
ce iv e d  o n  average $ 2 ,0 05 . T w o  days a fter 
the  v o te  A s s e m b ly m a n  G e r a ld  Ea ves  ( D -

R ia lto ),  a c r i t i c a l  D e m o c r a t i c  "no"  vo te  
o n  th e  p a n e l, r e c e iv e d  tw o  d ir e c t  ch e ck s  
to ta lin g  $ 5 ,0 0 0  from  th e  tw o  m a jo r  c o n ­
trib u to rs  to  th e  in su ra n ce  co m p a n ie s ' 
P A C  —  G r e a t  A m e r i c a n  In s u ra n ce  C o .  
a nd  F r e m o n t  C o m p e n s a t io n  In su ra n ce  
C o .

A  w e e k  b e fo re  th e  v o te  th e  C a lifo rn ia  
in su ra n ce  a sso c ia tio n  m a ile d  a $ 15 ,000  
c h e c k  to  W i l l ie  B ro w n , w h o  co n su m e rs  
had  h o p e d  w o ’.’d  th ro w  h is  w e ig h t b eh in d

th e  b ill. T h e  d ay  a fte r th e  v o te  h e  g o t a n ­
o th e r  $ 7 ,0 0 0  fro m  th e  in su ra n ce  agents' 
P A C .

A n o t h e r  in su ra n ce  re fo rm  b ill, s p o n ­
sored  by A s s e m b ly w o m a n  M a x in e  W a ters  
( D - L o s  A n g e le s ) ,  w o u ld  h a v e  e lim in a te d  
th e  industry 's sta te  a n titru s t e x e m p tio n . It 
to o  ca m e  u p  fo r a v o te  a n d  o n c e  again 
ca m p a ig n  co n tr ib u t io n s  are a g o o d  ca li­
b ra to r o f  th e  results. T h o s e  v o t in g  th u m b s  
d o w n  o n  w h e th e r  to  re co n s id e r  th e  b ill in  
Janua ry  o f  th is  yea r r e ce iv e d  a n  average 
$ 11 ,154  fro m  in su ra n ce  P A C s  —  three 
tim es m o re  th a n  th e  average r e ce iv e d  by 
tho se  v o t in g  in  fa vo r  o f  it. W a te rs , in  fa ct, 
was th e  o n ly  o n e  o n  tlie  W a y s  a n d  M ea n s  
C o m m i t t e e  w h o  d id n 't  r e c e iv e  a sing le 
c o n t r ib u t io n  fro m  e ith e r  o f  th e  tw o  in su r­
a n c e  P A C s .  " It so u n d s  tr ite  t o  say it, bu t 
th e  in su ra n ce  in d ustry  a n d  th e ir  repre­
sen ta tive s  are ju st x> p ow erfu l h e re ,"  W a ­
ters to ld  a rep o rte r  fo r The Sacramento Bee. 
“ It is th e  m o s t  am azing  th in g  I've  seen, 
a n d  I ’ve  b e e n  h e re  10 years.”

Only In  California
A s  in  past leg isla tive  ba ttles, m o n e y  is a 

key  in g re d ie n t in  th e  va rious ca m p a ig n s  to 
re fo rm  th e  sy s tem  b y  ba llot. A l l  to ld  the

va rious in ieres ts  u i c  e x p e c te d  to  sp end  
ten s  o f  m illio n s  o f  do lla rs b e fo re  N o v e m ­
ber 7, m u c h  o f  it o n  n eg a tive  T V  a n d  ra­
d io  spots.

O n e  n o t u n lik e ly  s ce n a r io  is v o te r  a p ­
p rova l o f  severa l in su ra n ce -re la ted  in it ia ­
tives. S o m e  fou r o r  fiv e  are e x p e c te d  to  
m ake it o n  th e  b a llo t, in c lu d in g  n v o  in su r­
a n ce  in d ustry -sup p o rted  m easures im p o s ­
ing  lim its  o n  a tto rne ys ' c o n t in g e n c y  fees. 
I f  a ll th e  in it ia tiv e s  pass, th e  C a l i fo r n ia

S u p re m e  C o u r t  w ill  h a v e  to  s ift th ro u g h  
th e  co n tra d ic to ry  a nd  o v e r la p p in g  p ro p o s ­
als a n d  d e c la re  w h i c h  se c t io n s  are va lid .

A s  M ic h a e l S tru m w a sser, a la w yer w ith  
th e  sta te  a tto rn e y  genera l's o ffice , p o in ts  
o u t, th e  o n ly  rea l s o lu t io n  to  th e  in su r­
a n ce  m ess is ca m p a ig n  f in a n ce  refo rm , 
w h ic h  w o u ld  h e lp  p u t a n  e n d  to  th e  d is ­
p ro p o rtio n a te  in f lu e n ce  o f  sp e cia l in te r ­
ests in  S a c ra m e n to  a n d  perhaps s t im u la te  
th e  legisla ture to  d eb a te  a n d  re so lve  c o m ­
p le x  issues s u ch  as in su ran ce .

A p p a re n t ly  vo te rs  agree. In  separa te  
in it ia tiv e  ca m p a ig n s  th a t  e n d e d  J u n e  7, 
C a lifo rn ia n s  en d o rse d  tw o  c o m p e t in g  
ca m p a ig n  re fo rm  m easures. P ro p o s itio n  
73, w h i c h  lim its  co n tr ib u t io n s  b u t  bans 
p u b lic  f in a n c in g  o f  ca m p a ig ns , r e ce iv e d  
m o re  vo te s  and  th e re fo re  app a ren tly  n u ll i­
fied  th e  m o re  fa r-re a ch in g  ru n n e r-u p , 
P ro p o s itio n  68, a p rop osed  co m b in a t io n  
o f  c o n tr ib u t io n  lim its , sp e n d in g  lim its  and  
p u b lic  fu n d in g  (s e e  page 4 5 ).

Proposition  73 in itia lly was b a ck ed  by 
som e o f  the  state's biggest ca m pa ign  co n -  
tributors. T h e n  a ca m pa ign  co m m itte e  was 
form ed  to  defeat b o th  cam pa ign  reforms. Ir 
re ce ived  $242,500 in co n tr ib u tio n s  and  
loans from  in su ra n ce  in d ustry  d o n o rs . ♦

7  IJ  h e n  C a l i f o r n ia n s  w e n t  t o  th e

p o l l s  i n  J u n e ,  t h e y  w e r e  a s k e d  to  v o t e  o n  tw o  

m e a s u r e s  t h a t  w o u l d  l i m i t  c a m p a ig n  c o n t r ib u t io n s  

to  s ta t e  la w m a k e r s .  G u e s s  w h o  g a v e  h e a v i l y  

to  d e fe a t b o th?
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O f f i c i a l  o f f  E

: ASSOCIATED PH£B8 -
A N C H O R A G E  -  A  judge says

Alaska In su rance ' Director Paul 
Roller w illfu lly  disobeyed her or­
ders to try, to salyage an insolvent 

iin$uranc&c0mpaii% ,
• Superio r ,’Cvurt 'Judge* Karen 

•H tj.t  , removed, R o lle r , as jrepeiver 
o f Pacific  M arine Co. o f Alaska be­
cause he failed to cooperate with 
W a sh in g to n s ta te  officials who 
hope to save the Alaska firm  and 
Pacific M arine o f Washington.

Ro ller “ appeared to have 
thrown up a paper barrier asking 
for busy-work type responses” 
from Washington state employees, 
Hunt said., , ‘

Ro ller said Tuesday he acted on 
the advice o f his lawyer.

Pacific Marine in both states 
wrote piarine liability and work­
ers ' compensation policies. Both 
are under the management o f state 
regulators, and there are 1,428 
claims pending against them.

The Alaska company, w ith $11 
m illion in cash, is in better finan­
cial shape than the Washington 
company. A s  the state-appointed 
receiver, Roller sought to liquidate 
the A laska company to pay off the 
claims. * *. , w  , . , .r . ,, *\ir. *

Washington officials hope to sell 
both companies as a package.

On Jan. 10, Hunt told Roller to 
work w ith his Washington counter­
parts to try  to arrange a joint sale 
o f the companies. She said liquida­
tion would create chaos for policy 
lolders, and put a severe strain on 
the state fund set aside to guaran­
tee workers ' compensation claims 
get paid. ,
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A v e r a g e  A u t o m o b i l e  I n s u r a n c e  P r e m i u m s  b y  S t a t e

P T 1
Il rnobil

he insurance prem ium for the 

average private passenger auto­

m obile in the Un ited  States increased 

$44.28 to $486.50 in 1987. In  M assa­

chusetts, the state w ith  the highest 

\ average auto premiums, the increase 

\was $100.17, to a total o f  $655.72, 

V h ile  in Iow a, the state w ith the lowest 

average auto insurance prem iums in 

p.987, prem iums paid there increased 

n ly 5% to $255.61 per registered 

Automobile.

The  f iv e  states w ith the highest 

average auto premiums in 1987 were 

Massachusetts ($655.72), N e w  Jersey 

($634.84), C a lifo rn ia  ($623.44), 

A r iz o n a  ($601.96) and N e va d a  

($600.04).

•One year earlier, in 1986, N e w  

i Jersey topped the list, Alaska was 

• number tw o  and California ranked 

j third. In 1986 there were 10 states with 

j average premiums above the $500.00 

j level. In 1987, there were 19 states 

j plus the D istrict o f  Colum bia above 

/  that level, and the top five  o f  those had 

average prem iums o f  more than 

$600.00.

Tw en ty  states and the D istrict o f  

Columbia had average premiums above 

the national average o f  $486.50, and 30 

v  stetes were below the national average.

From  1986 to 1987, the growth o f 

average auto premiums increased by 

more than the national average (10.0 %) 

in 26 states. Am ong these, the fo llow ­

ing seven reported increases o f  more 

than 15% : W a sh in g to n , D .C .  

(25.2%), Massachusetts (18.0%), 

M aryland (17.9%), Indiana (17.3%), 

H a w a ii (1 6 .9 % ), South D ako ta  

(15.4%) and Rhode Island (15.2%). 

Idaho and Oklahoma experienced in­

creases o f  less than 1%, wh ile  three 

states— W yo m in g , C o lo rado  and 

A laska— reported small declines.

N e t premiums written by the U .S . 

property/casualty industry for private 

passenger auto insurance in 1987 

totaled $64.3 billion, a 11.7% increase 

over 1986. T h e  industry experienced 

a $4.3 billion underwriting loss on this 

business, which was not overcome by 

$4.0 b illion o f  related investment 

income.

In 1988, according to our prelim ­

inary estimates, the property/casualty 

industry wrote almost $70 billion in 

private passenger auto premiums and 

had an underwriting loss o f $4.7 

billion . Estimated investment income 

o f  $4.5 billion fell short again, leav-

, (continued o n  back)

A b o u t  This Information

This a n n u a l  A. M .  Best C o m p a n y  

report on average private passenger 

auto insurance p r e m i u m s  b y  state has 

been e x panded to provide m o r e  infor­

mation, Five years o f  rankings n o w  are 

shown, as well as the n u m b e r  o f  in­

surers writing in each state.

Although this report is being re­

leased nearly a  m o n t h  earlier than last 

year's study, the basic approach re­

main s  unchanged. W e  divide private 

passenger auto direct p r e m i u m s  writ­

ten for each state b y  the n u m b e r  o f  

each state's registered vehicles, as 

reported b y  the Federal H i g h w a y  A d ­

ministration. P r e m i u m s  for 1 9 8 7 have 

been available since M a y  f r o m  Best’s 

Executive  Data Service, but auto reg­

istration tallies are not available until 

December.  ________

Results o f  this study can be 

distorted b y  several factors. The 

Federal H i g h w a y  Administration's 

figures include government-owned a n d  

commercial passenger vehicles (out 

not trucks, buses a n d  motorcycles).

Also skewing the averages is the 

u n k n o w n  n u m b e r  o f  registered, but not 

(continued)



BESTS INSURANCE MANAGEMENT REPORTS

A v e r a g e  A u t o m o b i l e  I n s u r a n c e  P r e m i u m s  b y  S t a t e  

Ranked by 1987 Premiums per Passenger Vehicle

1M7
Bank State

1M7 
Avantgo 

Premium (1)
18M
Rank

1C
Avar.
Premium

m s
Rank

m s
Aveng*
>ramlum

1844
Rank

1944
Avaraga
Premium

1043
Rank

1943
Avaraga
Premium

1 Massachusetts $655.72 4 $555.55 3 $521.40 2 $488.00 3 $41658
2 Now Jersey 634 84 1 603.55 2 580.12 1 565.77 1 521.21
3 California 623.44 3 568.20 4 503.65 6 423.49 8 373.83
4 Arizona 601.96 5 553 84 7 471.38 5 423.65 12 354 35

* 5  Nevada 600.04 6 549.49 5 498.75 7 418.99 5 387.92

6 Ms
71
8 Now York 
Washington, D.C.

B Marytrnd 597.08

583.61
579.82

10,__ 506.34 11 423.53.^  r 002/45 _ VMMJA/tW *!'
7 ' 522.06 6 485.07
15 463.13 19 385.27

3
20

374.20 , 
447.34*- 
453.26 
339.10

386.t t
2' 421.70
21 301.96

10 Pennsylvania 568.97 9 51209 8 465.03 8 418.78 6 384.81

• 11 Rhode Island 549.00 ~ 12 478.60 15 405.93 17 350.29 17 325.12
12 Delaware ._ _ 538.96 13 469.15 14 408.04 16 350.70 18 323,29
13 Hawaii 530.13 17 453.60 12 417.59 19 349.57 9 360.90
14 Louisiana 529.60 8 515.39 9 443.24 10 401.86 7 383.72
15 Connecticut 519.93 14 466.09 13 412.52 12 373.01 14 . 336.05

16 South Carolina 514.93 20 449.74 17 398.86 14 365.38 15 334.93
17 Michigan 509.28 11 481.07 18 404.63 15 359.04 16 328.24

• 18 New Hampshire 508.85 18 453.10 37 312.34 32 304.55 29 291.00
19 Wast Virginia 506.81 16 454.65 10 426.56 9 404.97 11 356.41
20 Georgia 501.14 19 450.23 22 372.06 30 305.48 30 287.18
• 21 Arkansas 494.29 22 433.75 18 392.27 13 349.73 23 294.87

National Average 444.60 442.22 390.04 ' 351.46 322.20

22 Texas 474.33 23 426.09 20 383.76 13 372.48 13 343.32
23 Missouri 460.88 26 403.49 26 354.36 28 309.81 27 291.11
24 Minnesota 453.48 25 416.98 34 318.29 23 326.69 25 292.30
•25 Illinois 439.48 24 418.51 25 356.00 27 312.69 19 307.75
•26 Virginia 436.20 31 381.82 32 325.15 38 281.17 33 268.85

27 Oregon 435.09 28 396.36 28 349.68 29 306.65 20 302.22
28 Colorado 434.97 21 444.11 21 379.16 22 329.91 22 301.38
29 Florida 433.91 30 390.50 29 344.98 31 304.58 26 291.55
30 Utah 431.01 27 396.78 31 329.96 36 284.22 34 265.58

•31 Washington 430.20 29 393.86 27 351.53 25 315.99 24 293.52

32 Indiana 423.13 39 360.89 42 298.08 42 268.56 35 259.19
33 New Mexico 415.57 32 378.17 23 368.43 24 325.97 42 246.97
34 Kentucky 409.43 35 369.37 33 321.83 43 268.25 44 241.44
• 35 Wisconsin 409.29 34 372.76 39 308.85 40 279.96 43 245.93
36 North Carolina 408.42 38 362.36 35 315.75 35 285.78 46 239.36

•37 Vermont 405.36 37 363.97 38 310.66 33 291.12 36 258.85
38 Montana 405.22 33 372.96 24 360.36 26 314.46 40 248/41
39 Oklahoma 370.28 36 368.85 30 342.47 21 332.78 28 291.09
40 Kansas 369.14 41 345.19 36 312.50 34 286.14 31 281.70
• 41 Maine 364.59 43 332.83 43 296.71 37 283.48 37 258.68

42 Ohio 350.84 44 327.01 45 279.39 44 260.60 47 237.31
•43 Nebraska 348.27 45 323.98 44 288.02 41 269.25 38 257.63
44 Idaho 345.66 42 344.30 41 300.43 45 256.61 39 248.71
45 Wyoming 345.02 40 347.91 40 307.51 39 281.05 32 277.50
•46 Mississippi 331.16 47 297.25 47 271.02 46 250.53 45 240.34

•47 Tennessee 328.38 48 292.49 48 261.15 48 235.82 49 215.07
48 North Dakota 328.23 46 307.13 46 278.07 47 243.00 41 247.64

• 49 Alabama 306.73 49 278.46 49 260.63 50 224.10 51 200.24
50 South Dakota 295.08 50 255.77 50 231 24 51 213.47 50 208.66

• 51 Iowa 255.61 51 243.95 51 214.84 49 229.89 48 222.18

• IndcstM Mtoe which dk) not have compulsory «ulo insurance laws in 1987, according to the Insurance Inform«tion Insitula. 
Note Various fedora may ikew result*; see l»xJ lor explanation of how figure* m  caiculvad.

insured, vehicles. Several slates still d o  

not m a n d a t e  coverage, a n d  others have 

varying degrees o f  registered, but il­

legally operated uninsured cars. Also 

affecting the averages are different

states' requirements for m i n i m u m  

limits o f coverage.

It should Be noted that each year 

the A . M .  Best C o m p a n y  a n d  the 

Federal H i g h w a y  Administration both

adjust figures published in prior 

reports to ensure that the best currently 

available information is reported. 

These adjustments could cha n g e  rank­

ings reported in prior y e a r s’ reports.
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Growth of Average Auto Premiums 
Five Years, By State

SO/67 06/67 8 5/M 84/85 83/64 82/83 82/87 N u m b e r  o f  C o m p e n ie a
Grow th Grow th Grow th Orow th Grow l h Grow th Grow th W riting In  State
R a n k Stata Percent Percent Percent Percent Percent Percent 19 8 7 1 9 M Net C h a n g e
1 W ash. D  C . 25.20 20.21 13 .8 1 12 .30 14 .37 119 .6 2 166 17 8 - 1 2
2 Massachusetts 18.03 6.55 6.85 17  14 9.08 71.7 0 169 170 - 1
3 Maryland 17 .92 19 .5 5 1 3 .18 4.98 1 1 .9 2 07.48 263 282 1
4 Indiana 17 .25 2 1.0 7 10 .99 3 8 2 14.43 86.80 353 356 - 3
5 Hawaii 16 .87 8 .62 19.48 - 3 .1 4 - 1 .0 9 45.28 105 10 3 2
6 South Dakota 15 .37 10 .6 1 8.32 2 3 0 3.74 48.70 209 2 18 - 9
7 R h o d e  Island 15 .19 17 .4 1 15 .8 8 7.74 8.02 82.40 177 17 9 -2
8 South Carolina 14.50 12 .7 6 9 .16 9.09 9.39 6 8 .17 184 19 1 - 7
9 Delaware 14.45 14 .98 16 .35 8.48 9.06 8 1 .1 5 107 18 5 2

' 10 Virginia 14.24 17.43 15.64 4.58 6.00 7 1 .9 8 283 277 6

1 1 Missouri 14.22 13 .8 6 14 .38 6.42 10.45 74.87 324 328 - 4
12 Arkansas 13 .96 10 .58 12 .1 6 18 .6 8 12 .8 5 89.29 251 257 -6
13 North Carolina 12 .7 1 14 .76 10.49 19 .3 9 13 .5 9 93 .82 2 16 225 - 9
14 New Ham pshire 12 .3 1 45.07 2.56 4.65 11.02 94.14 164 17 0 -6
15 Tennessee 12 .27 12.00 10 .74 9.65 8.93 6 6 .3 1 3 18 3 1 2 4
16 New  York 1 1 .8 1 7.62 7.02 7.48 9 .59 5 1 .6 8 259 270 - 1 1
17 Connecticut 1 1 .5 5 12 .99 10 .5 9 11.00 9.89 70.02 2 16 226 - 10
18 West Virginia 11 .4 7 6.59 5.33 13 .6 3 3.40 47.03 19 8 19 9 - 1
19 Mississippi 1 1 .4 1 9.68 8 .18 4.24 1 1 ,2 6 53 .30 267 267 0
20 Vermont 1 1 .3 7 1 7 .1 6 6 .7 1 12 .48 -0 .9 7 55.08 170 1 8 1 - 1 1

21 Texas 1 1 .3 2 1 1 .0 3 3.03 8.49 10 .6 5 52 .87 403 405 -2
22 Georg ia 1 1 .3 1 21.01 2 1.8 0 6.37 1 1 .9 9 95.43 336 3 3 1 5
23 Florida 1 1 . 1 2 1 3 .19 13 .27 4.47 10 .4 1 64 .31 370 365 5
24 Pennsylvania 1 1 . 1 1 10 .12 1 1 .0 5 8.88 7.44 58.94 284 294 - 10
25 Kentucky 10 .8 5 14 .77 19 .9 7 1 1 . 1 1 6.72 00.97 283 2 6 6 - 3
26 A labam a 1 0 .1 5 6.84 16 .3 0 1 1 .9 2 5.05 60 .9 1 283 294 - 1 1
27 New  Mexico 9.89 2.64 13 .03 3 1 .9 9 7.45 80.eo 246 250 -4
28 W isconsin 9.80 20.69 10 .3 2 13 .84 7.09 78.23 3 1 1 3 10 1
29 Oregon 9.77 13 .3 5 14 .03 1.4 6 3.79 49.43 257 265 -8
30 California 9.72 12 .82 18 .9 3 13 .2 8 4.36 74.05 374 375 - 1

31 M aine 9.54 12 .18 4.67 9 .58 6.27 49.78 105 184 1
32 Minnesota 9.47 3 1 .0 1 - 2 .5 7 1 1 .7 7 2.35 59.54 284 287 - 3
33 W ashington 9.23 12 .04 11 .2 4 7 .65 3 .83 5 2 .17 274 265 6
34 N ev ada 9.20 1 0 .1 7 19 .04 8.01 0.90 56.08 207 2 16 - 9
35 Arizona 8.69 17 .49 1 1 .2 7 19 .5 6 17 .5 2 99 .63 299 297 2

36 M ontana 8.65 3 .50 14 .59 26.59 - 1 .5 4 60 .6 1 19 0 19 5 - 5
37 Utah 8.63 20.25 16 .0 9 7.02 5.81 7 1 .7 2 220 227 - 7
38 Nebraska 7.50 12 .4 8 6.97 4.51 4 .18 40.84 254 25 1 3
39 O h io 7.29 17 .0 5  ' 7 .21 9.82 4.08 55.05 346 343 3
40 Kansas 6.94 10 .4 8 9 .21 1 .5 7 5.95 38.83 276 284 -8

41 North Dakota 6 .87 10 .4 5 14.43 - 1 .8 7 2.66 36 .07 2 11 221 - 1 0
42 M ichigan 5.86 18 .8 9 12 .7 0 9.38 6.92 65.08 236 25 1 - 1 5
43 New  Jersey 5 .19 4,04 2.54 8.55 14 .3 3 39.25 2 13 228 - 1 5
44 Illinois 5.00 17 .5 6 13 .8 5 1 .6 1 5 .53 50 .70 384 380 4
45 iowa 4.78 13 .5 5 -6 .5 5 3.47 -3 .0 0 1 1 .5 9 290 298 -8

46 Louisiana 2.77 16 .2 8 10 .3 0 4.73 4 .1 1 43.70 3 19 320 - 1
47 Idaho 0.39 14 .60 17 .0  7 3 .18 7.55 49.47 2 11 222 - 1 1
48 Ok lahom a 0.39 7.70 2.91 14 .32 15 .7 3 47.22 286 28 1 5
49 W yom ing -0 .8 3 13 .14 9.42 1.2 8 5.00 30 .55 17 6 17 3 3
50 Colorado -2 .0 6 1 7 .1 3 14 .93 9.47 5 .0 1 5 1 .5 6 303 302 1

- 2 .2 5 1 . 1 8 3 3 .1 1 12 .93 1 1  fl7 . . . . fifi 31 . . .  124 ' 12 8 ^
N ationa l. A v araga 10.01 13 .3 8  ~ T H 5 8 9.00 7.99 63.06 1,120 1 ,0 9 7

Ncxa: Variotu fscion may skew raaufts; so* lari lor oxpfanation of how figufM a/a calculalad.
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f

ing another operating loss.
Newly included in this annual 

report on auto insurance is the number 
of insurance companies writing in each 
state. During 1987, a net of 15 com­
panies ceased writing private passen­
ger automobile insurance in each of 
New Jersey and Michigan; 12 compa­
nies left Washington, D.C. and 11 
pulled out of New York, Vermont, 
Alabama and Idaho. In all, the District 
of Columbia and 32 states had a net 
loss of insurers writing auto business 
and 17 states had a net gain of new in­
surers. Mississippi bad no net change.

In 1987 there were 1,120 individ­
ual insurance companies writing pri-
vate^passeuger.jyito insurance in the -
United States, although a number of 
these were subsidiaries of groups. The 
number of groups writing private pas­
senger auto insurance totaled 544.

For consumers in several states, 
private passenger automobile insur­
ance premiums reached a crisis level 
in 1987. Rates had been increasing for 
years, but the high price of insurance 
moved Californians to action as drivers 
displayed their outrage and anger to­
ward insurance companies, state and 
federal legislators and even each other 
as they sought to change the system in 
1988. (Ironically, California’s average 
premium growth was lower than the 
national average in 1987, albeit up 
74% over five years.)

The insurance industry’s own 
frustrations, however, were never 
more evident than in the recent 
California elections, when overJialfL. 
the state’s voters approved Proposition 
103. The insurance industry spent 
more than S50 million to influence 
voters, yet failed to justify premium

rates which are increasing faster than 
the overall cost of living.

Consumer groups have promised 
to export the Proposition 103 move­
ment to other states where consumer 
unrest over auto insurance rates could 
make voters receptive to supporting 
limitations on the price of insurance.

Insurers are taking this seriously, 
especially in states like California 
where rates in metropolitan areas are 
sharply higher than in outlying dis­
tricts.

As some insurers leave the Cali­
fornia auto market, the aspect of driv­
ing away insurers could become a 
more serious concern for voters and 
legislators to consider. But for many 
people and many insurers in a number 
of states, the price of auto insurance 
has become a major public issue that 
just will not go away. □

Copyright ? 1989 by A.M. Best Company. Inc.. All rights reserved. Printed in the U.S.A



C o n s u m e r s  R e b e l  a s  A u t o  

I n s u r a n c e  R a t e s  S o a r

Consumers in many parts of the country are irate 
over ever-increasing automobile insurance rates. In 
California, voters can choose among a number of 
initiatives that promise to reduce the rates.

B y  J u l i e  L a y s

A
b o u t  th e  o n ly  th in g  C a l i f o r n i ­
a n s  fe a r  m o r e  th a n  th e  b ig  
e a r th q u a k e  is th e ir  b ig  a u to  
in s u r a n c e  p r e m iu m .

E v e r y  t im e  V a il  K o b b e  o f  L o s  
A n g e le s  g e ts  h e r  a u to  in s u r a n ce  p r e m i­
u m  n o t i c e  in  th e  m a il h e r  s to m a ch  d o e s  
f lip  f lo p s . " I'm  a fra id  to  o p e n  th e  e n v e ­
lo p e  b e ca u s e  o f  th e  n u m b e r s  th a t w ill  
b e  o n  it."  H e r  9 - y e a r -o ld  H o n d a  
A c c o r d  L X  h a s  n e v e r  b e e n  in  a n  a c c i ­
d e n t  a n d  sh e 's  n e v e r  g o t t e n  a t i c k e t .  
Y e t  h e r  p r e m iu m  f o r  a y e a r  is 
$ 1 ,70 6 .2 0 . In  1984 it w a s  $636. " W h e n  
I t o ld  m y  f r ie n d s  in  M in n e s o ta  a b o u t  
th e  ra tes  h e re , th e y  c o u ld n 't  b e lie v e  it,"  
sh e  sa y s .

R is in g  a u to - in s u r a n c e  p r e m iu m s  a re  
m a k in g  it d i f f i c u l t  f o r  m a n y  d r iv e r s  to  
a f fo r d  c o v e r a g e ,  a n d  in  s o m e  p la ce s  
e v e n  to  g e t c o v e r a g e .  T h r e e  in s u r a n c e  
c o m p a n ie s  h a v e  p u l le d  o u t  o f  M a s ­
s a ch u s e t ts ,  c l a im in g  b u s in e s s  th e re  is 
n o t  p ro f i ta b le , a n d  o th e r s  a re  th r e a te n ­
in g  th e  s a m e  in  N e w  J e r s e y  a n d  P e n n ­
s y lv a n ia .  A n d  th e  p o l i t i c a l  h e a t  is o n  
to  d o  s o m e th in g  a b o u t  it.

A v e r a g e  a u t o m o b i l e  i n s u r a n c e  
ch a r g e s  n a t i  r n w id e  h a v e  r is e n  fa s te r  
th a n  th e  o v e r a l l  in f la t io n  ra te  f o r  s ix  
y e a r s  in  a r o w .  T h e  a u to - in s u r a n c e  
c o m p o n e n t  o f  th e  C o n s u m e r  P r i c e  
In d e x  c l im b e d  8 .3  p e r c e n t  Iasi y e a r , 
m o r e  th a n  t w i c e  th e  3 .7  p e r c e n t

Julie Lays is an assistant editor of Stale 
Legislatures.

in cre a se  in  th e  o v e ra ll  in d e x . T h e  a v e r ­
a g e  p r e m iu m  ro s e  f r o m  $ 2 9 8  in  1982 
to  $ 477  la st y e a r .

P e r h a p s  n o w h e r e  is  p u b l i c  o u t c r y  
s t r o n g e r  th a n  in  C a l i f o r n ia  w h e r e  
p r e m iu m s  h a v e  ju m p e d  4 0  p e r c e n t  in  
th e  p a s t  2 .5  y e a r s  a n d  c a n  t o p  $ 2 ,5 0 0  
in  c e n t r a l  L o s  A n g e le s .  V e te r in a r ia n  
M a r y  H ia t t  d is c o v e r e d  th e  C a l i f o r n ia  
d i f f e r e n c e  w h e n  sh e  a r r iv e d  f r o m  
T e x a s  f o r  h e r  f ir s t  jo b  in  L o s  A n g e le s .  
H e r  6 - m o n th  p r e m iu m  r o s e  f r o m  $174 
in  T e x a s  t o  $ 51 7 .6 6  in  C a l i f o r n ia .  "I 
k n e w  th e  in s u r a n c e  o n  m y  8 - y e a r -o ld  
t r u c k  w o u l d  g o  u p  o u t  h e re , b u t  I 
c o u ld n ' t  b e l ie v e  it w h e n  I g o t  m y  f ir s t  
b ill. W i t h  th e  s a m e  c o v e r a g e ,  it  c o s t  
$50  m o r e  f o r  s ix  weeks th a n  it  d id  f o r  
s ix  m o n t h s  in  A u s t in . "

T h e  c o s t  o f  a u t o m o b i l e  in s u r a n c e  
h a s  b e c o m e  u n a f fo r d a b le  f o r  m a n y  
C a l i f o r n ia n s ,  s a y s  S e n a to r  A la n  R o b ­
b in s , c h a i r  o f  th e  C a l i f o r n ia  S e n a te  
In s u r a n c e  C la im s  a n d  C o r p o r a t i o n s  
C o m m i t t e e .  A s  a re s u lt ,  a p p r o x im a te ­
ly  5  m i l l i o n  d r iv e r s  in  C a l i f o r n ia  m a y  
b e  d r iv in g  w i t h o u t  th e  in s u r a n c e  m a n ­
d a te d  b y  s ta te  la w .

A c c o r d i n g  to  S h e ld o n  D a v i d o w ,  
c h ie f  c o n s u l t a n t  t o  th e  C a l i f o r n ia  
S e n a te  I n s u r a n c e  C o m m i t t e e ,  th e  
C a l i f o r n ia  L e g is la tu r e  h a s  s o  fa r  b e e n  
u n a b le  to  p a ss  a n y  le g is la t io n  d e s ig n e d  
to  b r in g  d o w n  c o s t s  b e c a u s e  o f  th e  
" rig id , f ix e d  p o s i t io n s  o f  th e  s p e c ia l  
in te re s ts  in v o lv e d ,  n a m e ly  th e  la w y e rs , 
th e  in s u r e r s  a n d  to  a le s se r  d e g re e  th e

c o n s u m e r s .  F u n d a m e n t a l l y  i t 's  a 
m o n e y  is su e . L a w y e r s  d o n ' t  m in d  
l im it in g  in s u r a n c e  ra te s , in s u r e r s  d o n 't  
m in d  l im it in g  la w y e rs ' fees, b u t  n o  o n e  
is  w i l l in g  to  c o m p r o m is e ."

F a c e d  w i th  th is  s ta le m a te ,  la w y e r s ,  
c o n s u m e r  a c t iv i s t s  a n d  in s u r e r s  a re  
ta k in g  th e ir  c a s e s  d i r e c t l y  t o  th e  p u b ­
li c .  F i v e  p r o p o s a ls  w i l l  f a c e  C a l i f o r n ia  
v o t e r s  th is  fa ll:
• T h e  " V o te r  R e v o l t  t o  C u t  I n s u r a n c e  
R a te s "  (a n  o f f s h o o t  o f  th e  in s u r a n c e  
c o n s u m e r  a d v o c a c y  g r o u p  A c c e s s  to  
J u s t ic e )  is  p r o m o t in g  a n  in it ia t iv e , w ith  
th e  s u p p o r t  o f  R a lp h  N a d e r ,  th a t  
w o u l d  c u t  a ll l ia b i l i t y  in s u r a n c e  ra te s  
b y  20  p e r c e n t ,  r e q u ir e  a ll f u t u r e  
in c r e a s e s  to  b e  ju s t i f ie d  to  s ta te  r e g u ­
la to rs , g u a ra n te e  g o o d  d r iv e r s  a  2 0  p e r ­
c e n t  d i s c o u n t ,  b a n  ra te  d i s c r im in a t io n  
o n  th e  b a s is  o f  w h e r e  a  d r i v e r  l iv e s ,  
e lim in a te  th e  a n t i- tr u s t  la w  e x e m p t io n s  
f o r  th e  in s u r a n c e  in d u s t r y  ( in s u r a n c e  
c o m p a n ie s  a re  e x e m p t  f r o m  a n t i - t r u s t  
la w  u n d e r  th e  M c C a r r a n - F e r g u s o n  A c t  
o f  1 9 4 5 ), a n d  m a k e  th e  o f f i c e  o f  s ta te  
in s u r a n c e  c o m m is s io n e r  e le c t iv e .

" Y o u  c a n  p a y  m o r e  f o r  y o u r  a u to  
in s u r a n c e  th a n  f o r  y o u r  ca r ,"  la m e n ts  
H a r v e y  R o s e n f ie ld ,  le a d e r  o f  th e  V o t e r  
R e v o l t .
• T h e  I n s u r a n c e  C o n s u m e r  A c t i o n  
N e t w o r k 's  in i t ia t iv e  w o u l d  g iv e  g o o d  
d r iv e r s  a  25  p e r c e n t  d i s c o u n t ,  r e q u ir e  
th a t a u to  in s u r a n ce  ra te s  b e  b a se d  s o le ­
l y  o n  d r iv e r s '  s a fe ty  r e c o r d s ,  t o u g h e n  
d r u n k  d r iv in g  p e n a lt ie s ,  a n d  b a n  n o -
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" I I N e r i  —  S p e c i a l  R e l e a s e !

W e ' v e  u p d a t e d  t h e  b o o k  o n  

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

f o r  l e g i s l a t u r e s .

Mason's Manual o f Legislative Procedure c o m p le te ly  revised a n d  u p d a te d  to reflect 
current legislative practices a n d  procedures as w ell as current case  law  app licab le  to  legislatures.

Provides a ready reference on . . .
• parliamentary law and rules;
■ debate;
• rules governing motions; particular, incidental, subsidiary, and main;
■ legislative and administrative bodies;
■ conduct of business;
• relations with executive and the other house;
• sessions and meetings; and
• investigations and public order.

Estimated pages; 616. ISBN 1-55516-729-2.
Publication date; December 1988.
Order early and save! Prepaid advance orders for Mason's Manual o f Legislative Procedure will 
be eligible for special discount rates. Advance orders with prepayment must be received by October 
31, 1988 to qualify for the special price.

Prepaid Advance 
Orders Before
October 31st (hardbound) $35.00

(softbound) $30.00
Invoiced Orders 
and Orders After
October 31st (hardbound) $40.00

(softbound) $35.00
Discount of 15% on orders of 10 or more.

Mail your o rder to NCSL's Book Order Department at 1050 Seventeenth Street, Suite 
2100, Denver,Colorado 80265. Or, call (303) 623-7800 for more information.
For the most current and comprehensive state legislative procedures book, contact 
NCSL today!



fa u lt  in s u r a n c e .  T h e  C a l i f o r n ia  T r i a l  
L a w y e r s  A s s o c i a t i o n ,  a d a m a n t l y  
o p p o s e d  to  n o - fa u l t  ( w h i c h  m a k e s  
la w s u i ts  a n d  la w y e r s ' c o n t in g e n c y  fc? s  
u n n e c e s s a r y  in  m o s t  ca s e s ),  is b a ck .n g  
th is  in i t ia t iv e .
• T h e  A s s o c ia t io n  o f  C a l i f o r n ia  In s u r ­
a n c e  C o m p a n ie s '  in it ia t iv e  w o u ld  m a n ­
d a te  n o - fa u l t  a u to  in s u r a n c e ,  p r o h ib i t  
in s u r a n c e  ra le  r e g u la t io n  a n d  r e d u c e  
th e  a v e ra g e  p r e m iu m  fo r  ce r ta in  c o v e r ­
a ges b y  20 p e r c e n t  f o r  tw o  y e a rs . M o r e  
th a n  4 0 0  in s u r e r s  a re  b a s e d  in  C a l i f o r ­
n ia , a  s ta te  w h i c h  a c c o u n t s  f o r  15 p e r ­
c e n t  o f  th e  n a t io n 's  in s u r a n ce  b u s in e ss . 
N o t  a b o u t  t o  le t C a l i f o r n ia  fa ll t o  t ig h t 
r e g u la t io n ,  th e  in s u r a n c e  l o b b y  is p r e ­
p a re d  to  s p e n d  m ill io n s  o f  d o lla r s  ( th e y  
h a v t  a s ta r t in g  b u d g e t  o f  $ 8 .5  m i l l i o n )  
t o  f ig h t  t h e  o t h e r  i n i t i a t i v e s  in  
C a l i f o r n ia .
*  A n o t h e r  in i t ia t iv e  b y  th e  in s u r a n c e

c o n  p a n ic s ,  th e  L a w y e r s  F a ir  Fe e  In it ia ­
t iv e ,  w o u l d  l im i t  la w y e r s '  c o n t in g e n ­
c y  fe e s .
• C a l i f o r n ia  A s s e m b ly m a n  R i c h a r d  
P o la n c o  h a s  h is  o w n  in i t ia t iv e ,  w h i c h  
a t t e m p t s  a c o m p r o m i s e  b y  c u t t in g  
s o m e  a s p e c t s  o f  a u t o  in s u r a n c e  c o v e r ­
a g e  ( s u c h  a s  " u n in s u r e d  m o to r is t"  a n d  
b o d i ly  in ju r y  l ia b i l i ty )  b y  u p  to  50  p e r ­
c e n t ,  a n d  l im it in g  a u to  a c c id e n t  c la im s  
f o r  n o n - e c o n o m i c  lo s se s  (p a in  a n d  
s u f f e r in g )  a n d  la w y e r s '  c o n t i n g e n c y  
fe e s  t o  25  p e r c e n t  o f  e c o n o m i c  lo s se s  
( a u t o  r e p a ir ,  lo s t  s a la r y ),  e x c e p t  in  
c a s e s  o f  s e r io u s  in ju r y  o r  d e a th .

"I m a d e  e v e r y  a t te m p t  to  g e t  th is  
le g is la t io n  th r o u g h  th e  L e g is la tu r e ,"  
s a y s  P o la n c o .  " B u t  th e  t w o  m o s t  
p o w e r fu l  in te re s t g r o u p s — tria l la w y e r s  
a n d  in s u r e r s — h a v e  b e e n  a b le  t o  m a in ­
ta in  th e  s ta tu s  q u o .  S o  I d e c id e d  to  la k e  
it d i r e c t l y  to  th e  c o n s u m e r s ,  w h o  a re

By David Seavey, USA TODAY

n o  lo n g e r  r e q u e s t in g ,  b u t  d e m a n d in g ,  
ra te  re lie f ."

T  A  ] T h i l e  e v e r y o n e  b e l ie v e s  th e r e
l /  \  / is a n  a u t o  in s u r a n c e  p r o b -
V  V  le m , f e w  a g r e e  o n  its  c a u s e s  

a n d  s o lu t io n s .  In s u re r s  b la m e  la w y e rs , 
la w y e r s  b la m e  in s u r e r s ,  c o n s u m e r s  
b la m e  b o th .

In s u re r s  p o in t  t o  th e  in c r e a s in g  c o s t s  
o f  th e  th in g s  in s u r a n c e  p a y s  f o r  a s  th e  
r e a s o n  f o r  e s c a la t in g  ra te s . C o s t s  f o r  
m e d ic a l  c a r e  r o s e  1 50  p e r c e n t  b e tw e e n  
1977 a n d  19 86 . A n d  a u t o  r e p a ir  
c o s t s — la b o r  a n d  p a r t s — c o n t in u e  to  
rise . F o r  e x a m p le ,  f r o m  1 9 7 7  lo  1987, 
th e  c o s t  o f  a  f r o n t  d o o r  f o r  a  1 9 7 7  
C h e v r o l e t  C a p r i c e  f r o m  th e  m a n u fa c ­
tu r e r  in c r e a s e d  b y  151  p e r c e n t — fr o m  
$ 26 7  to  $ 67 1. T h e  A l l i a n c e  o f  A m e r i ­
c a n  I n s u r e r s  d i s c o v e r e d  th a t  w h i l e  a 
n e w  P l y m o u t h  V o y a g e r  c o s t  $ 1 2 ,76 6 , 
r e p la c in g  a ll its  p a r ts  w o u l d  c o s t  
$ 3 3 ,3 9 2 .

In s u r e r s  a ls o  c h a r g e  la w y e r s  w i t h  
a g g r a v a t in g  th e  c o s t s  b y  e n c o u r a g in g  
th e  s o a r in g  v o l u m e  o f  la w s u i t s .  
A c c o r d i n g  to  M e c h l i n  D .  M o o r e ,  
p r e s id e n t  o f  th e  I n s u r a n c e  I n fo r m a t io n  
I n s t i tu te ,  th e  n u m b e r  o f  a u to - r e la te d  
la w s u its  in  C a l i f o r n ia  in c r e a s e d  b y  13 .2  
p e r c e n t  e a c h  y e a r  b e tw e e n  1 9 82  a n d  
19 86 . " A s  l i t ig a t io n  in c r e a s e s ,  c la im  
c o s t s  g o  u p  b e c a u s e  o f  th e  e x p e n s e s  
i n v o l v e d  in  p a y in g  th e  p la in t i f f 's  la w ­
y e r ,  th e  d e fe n s e  c o u n s e l  a n d  c o u r t  
fe e s ,"  s a id  M o o r e .

T h e  n u m b e r  o f  la w s u i t s  f i le d  in  L o s  
A n g e le s  C o u n t y  la s t y e a r  w a s  a lm o s t  
th re e  t im e s  th e  n u m b e r  o f  s u its  f i le d  in  
N o r t h e r n  C a l i f o r n ia  c o u n t i e s .  A n d  in  
P h i la d e lp h ia ,  w h e r e  p r e m iu m s  a re  
e x t r e m e ly  h ig h ,  36 2  la w s u i t s  c la im in g  
b o d i ly  in ju r y  a re  f i le d  f o r  e v e r y  1 0 ,000  
d r iv e r s ,  c o m p a r e d  to  o n l y  8 3  p e r  
1 0 ,0 0 0  d r iv e r s  in  P i t t s b u r g h .  In  m a n y  
s ta te s , a u t o  a c c i d e n t s  a c c o u n t  f o r  h a l f  
th e  l ia b i l i t y  su its .

" A s  th e s e  c o s t s  r is e ,"  s a y s  D e a n  
W o l c o t t ,  p r e s id e n t  o f  th e  p e r s o n a l  
f in a n c ia l  s e c u r i t y  d i v i s io n ,  A e t n a  L i f e  
&  C a s u a l t y ,  " so  d o  in s u r a n c e  ra te s ."

W i l l ia m  G le n n o n  o f  th e  C a l i f o r n ia  
T r i a l  L a w y e r s  A s s o c ia t i o n ,  o n  th e  
o th e r  h a n d ,  b la m e s  h ig h  p r e m iu m s  o n  
"a to ta l  la c k  o f  c o m p e t i t i o n  in  th e  
in s u r a n c e  in d u s t r y ."  L a w y e r s  w a n t  to  
g e t r id  o f  th e  p r o t e c t i o n  in s u r a n c e  
c o m p a n ie s  h a v e  f r o m  th e  a n t i - t r u s t  
la w s . T h e y  a ls o  b la m e  in s u r a n c e  c o m ­
p a n ie s  f o r  in e f f i c i e n t  m a n a g e m e n t .

A t t o r n e y s  v i g o r o u s l y  re s is t  le g is la ­
t io n  c a l l in g  f o r  n o - fa u l t  in s u r a n c e
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(m a n d a te d  in  14 s ta te s  a s  w e l l  a s  th e  
D is t r i c t  o f  C o l u m b ia  a n d  P u e r to  R i c o ) ,  
c a p p in g  a w a r d s  a n d  r e g u la t in g  c o n ­
su m e rs ' a b i l i ty  to  file  la w s u its .  L a i . y e rs  
g iv e  n u m e r o u s  e x a m p le s  o f  h o w  p o o r ­
ly  th e  n o - fa u l t  s y s te m  w o r k s  f o r  v i c ­
t im s  in  F l o r i d a .  T h e y  c i t e  t h e  
4 5 -y e a r -o ld  te a ch e r  w h o  is b ro a d -s id e d  
b y  a d r u n k  d r i v e r  o n  h e r  w a y  h o m e  
f r o m  s c h o o l .  S h e  s u s ta in s  m u l t ip le  
in te r n a l  in ju r ie s  f o r  w h i c h  s h e  h a s  
s e v e ra l o p e r a t io n s  a n d  is h o s p i ta l i z e d  
f o r  t w o  m o n t h s .  S h e  m is s e s  a lm o s t  a 
fu l l  y e a r  o f  w o r k  a n d  in  th e  p r o c e s s  
lo s e s  a n  o p p o r t u n i t y  to  t r a n s fe r  t o  a 
s c h o o l  c l o s e  to  h e r  h o m e  w i th  b e t te r  
c a r e e r  p o s s ib i l i t ie s .  H e r  m e d i c a l  b ills  
to ta l $ 6 0 ,0 0 0  a n d  h e r  lo s t  w a g e s  to ta l 
$ 28 ,00 0 .

U n d e r  F l o r id a 's  n o - fa u l t  la w , sh e  
w o u l d  b e  c o m p e n s a t e d  f o r  $ 1 0 ,0 0 0  o f  
h e r  b ills  a n d  w o u l d  h a v e  t o  h ir e  a n  
a t t o r n e y  t o  su e  f o r  th e  r e m a in in g  
$ 7 8 ,0 0 0 . B e c a u s e  th e  c o s t  o f  h e r  in ju ­
ries fe ll b e lo w  th e  sta te 's  n o - fa u l t  f lo o r ,  
sh e  w o u l d  b e  c o m p l e t e ly  b a r r e d  f r o m  
r e c o v e r in g  a n y  c o m p e n s a t io n  f o r  th e  
p a in  ca u s e d  b y  th e  a c c id e n t ,  tw o  o p e r ­
a t io n s  a n d  lo n g  r e c u p e r a t io n ,  sh e  
c o u ld  r e c e iv e  n o  c o m p e n s a t io n  f o r  d is ­
r u p t io n  a n d  d e t e r io r a t io n  o f  h e r  li fe  
o v e r  th e  y e a r  o f  r e c o v e r y ,  a n d  sh e  
c o u ld  r e c e iv e  n o  c o m p e n s a t io n  f o r  th e  
m is s e d  c a r e e r  o p p o r t u n i t y .

" It's  ju s t  n o t  fa ir  t o  c a p  p a in  a n d  
s u f f e r in g  a w a r d s , ' '  s a y s  G l e n n o n ;

" th a t 's  th e  o n l y  c o m p e n s a t io n  th e  v i c ­
t im  r e c e iv e s .  E c o n o m i c  c o m p e n s a t io n  
g o e s  t o  d o c t o r s  a n d  a u t o  r e p a ir m e n ;  
n o t h in g  g o e s  to  th e  v i c t im ."

C o n s u m e r  a c t iv is t s  ch a rg e  b o th  la w ­
y e r s  a n d  in s u r e r s  w i t h  c a u s in g  th e  c r i ­
s is  b u t  te n d  to  p o i n t  th e  f in g e r  m o r e  
o f t e n  a t w h a t  t h e y  see  a s  g r e e d y  in s u r ­
a n c e  c o m p a n ie s .  " A c c o r d i n g  t o  th e  
in s u r e r s ,"  s a y s  V o t e r  R e v o l t ' s  R o s e n -  
f ie ld , " the  a s to u n d in g  in cre a se s  in  ra te s  
a re  th e  r e s u lt  o f  in c r e a s e d  la w s u i t s  
r a th e r  th a n  th e ir  o w n  in e p t  b u s in e s s  
p r a c t i c e s .  B u t  th e  c o m p a n ie s  h a v e  
r e fu s e d  to  r e v e a l  th e  in f o r m a t i o n  th a t  
w o u l d  ju s t i f y  th e ir  c la im s ."

A r e  in s u r a n c e  c o m p a n ie s  r e a l ly  lo s ­
in g  m o n e y  o n  l ia b i l i t y  c o v e r a g e !  
A c c o r d i n g  t o  A . M .  B e s t  C o . ,  a n  
in d e p e n d e n t  d a ta  g a th e re r , th e  p r iv a te -  
p a s s e n g e r  a u to  l in e  lo s t  a b o u t  a  p e n ­
n y  f o r  e a c h  $1 in  p r e m iu m s  la s t  y e a r .  
B u t  th e s e  n u m b e r s  d o  n o t  in c lu d e  c a p ­
ita l g a in s  f r o m  in v e s tm e n t s  th a t  h a v e  
h e lp e d  th e  p r o p e r t y - c a s u a l t y  in d u s t r y  
p o s t  r e c o r d  n e t  in c o m e s  o v e r  th e  p a s t  
f e w  y e a r s .

' T h e  in s u r a n ce  co m p a n ie s  a re  lo s in g  
m o n e y  o n  a n  u n d e r w r i t in g  b a s is , b u t  
th a t 's  n o t  a  r e a l is t i c  p i c tu r e ,"  s a y s  B o b  
H u n t e r ,  p r e s id e n t  o f  th e  N a t io n a l  
I n s u r a n c e  C o n s u m e r  O r g a n iz a t io n .  
" T h e r e  is n o  q u e s t io n  th a t  o n  a b o t t o m  
l in e  b a s is — in c lu d in g  m o n e y  e a r n e d  
f r o m  in v e s t m e n t s — t h e y  a re  m a k in g  
m o n e y ."

A c c o r d i n g  t o  R o s e n f i e l d ,  t h e  
p r o p e r t y  a n d  c a s u a l t y  in s u r e ;s  re a p e d  
$ 1 3 .7  b i l l io n  in  p r o f i t s  in  1987 , a 722  
p e r c e n t  in c r e a s e  in  p r o f i t s  s in c e  1985.

T
h o r n y  q u e s t io n s  a b o u n d  as 
le g is la to r s  t r y  t o  f in d  th e  b e s t  
w a y s  to  c o n t r o l  c o s t s .  S h o u ld  
s ta te s  r e s t r i c t  a c o n s u m e r 's  a b i l i t y  to  

sue7  S h o u l d  ru r a l  r e s id e n ts ,  w h o s e  
ra te s  a re  a lw a y s  lo w e r  th a n  c i t y  
d w e l le r s ,  s u b s id iz e  i n n e r - c i t y  ra te s  to  
k e e p  th e m  a f fo r d a b le ?  S h o u l d  ra te s  b e  
m o r e  t ig h t ly  r e g u la te d  o r  le f t  u p  to  
m a r k e t  fo r c e s ?  A n d  in  s ta te s  th a t  m a n ­
d a te  c o v e r a g e ,  s h o u ld  th a t  m in im u m  
c o v e r a g e  b e  lo w e re d ?  T h e  in it ia t iv e s  in  
C a l i f o r n ia  a d d re s s  a ll th e s e  q u e s t io n s  
in  v a r io u s  w a y s .

D o e s  s ta te  ra te  c o n t r o l  w o r k ?  N e w  
J e rs e y  a n d  M a s s a c h u s e t t s ,  s ta te s  th a t  
s t r i c t l y  c o n t r o l  ra te s , h a v e  r e s p e c t iv e ­
ly  th e  h ig h e s t  a n d  f o u r t h  h ig h e s t  a v e r ­
a g e  a u t o  p r e m iu m s  in  th e  n a t io n .

In s u r e r s  c o m p la in  th a t  th e  p r o v i ­
s io n s  o f  th e  n o - fa u l t  s y s t e m s  in  M a s ­
s a c h u s e t t s  a n d  N e w  J e r s e y  p r o v id e  
c o m p e n s a t io n  th a t  is  t o o  g e n e r o u s — 
p a r t i c u la r ly  N e w  J e r s e y 's  u n l im i te d  
p a y m e n t s  f o r  m e d i c a l  c a r e — w i t h o u t  
e n o u g h  r e s t r i c t io n s  to  o f f s e t  th e  a b i l i ­
t y  o f  v i c t i m s  to  su e .

W i t h  n o  p r o s p e c t  o f  g e t t in g  r e s t r i c ­
t io n s  o n  l ia b i l i t y  c la im s ,  in s u re r s  a re  
t r y in g  to  p u ll  o u t  o f  M a s s a ch u s e t t s  a n d  
N e w  Je rs e y . In  N e w  J e rs e y , A e t n a  L i f e
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&  C a s u a l t y  C o .  d r o p p e d  4 0  p e r c e n t  o f  
its a g e n ts  .it th e  e n d  o f  1987. N o w  ha ll 
th e  d r iv e r s  in  N e w  Je rse y  a re  in s u r e d  
b y  a q u a s i p u b l i c  p o o l  d e v e lo p e d  L v  
h ig h - r is k  d r i v e r s  th a t is s o  d e f i c i l -  
r id d e n  (a lm o s t  $2 b i l l io n )  th a t  all 
d r iv e r s  la c e d  t w o  p e t - c a r  s u r c h a r g e s  
to ta l in g  $ 139  th is  y e a r  t o  r e s c u e  th e  
fu n d .

S h o u ld  s ta le s  re q u ire  tha t ch a rg e s  b e  
e q u a l iz e d  n ta le w id c7  In  l9 b o , th e  a v e r ­
a g e  p o l i c y  in  I ,o s  A n g e le s  C o u n t y  w a s

$ 1 ,000  b u t  in  E u r e k a  it w a s  o n ly  a b o u t  
$ 300. J i» h n -M i (d u e l  B a t ta g l ia  s a w  Ins 
r .ite s  ju m p  f r o m  $ 1 ,0 0 0  t o  $ 2 ,o 0 0  
a n n u a l ly  w h e n  h e  m o v e d  f r o m  I .os 
A l t o s  t o  N o r t h  H o l l y w o o d .  I h a v e  a 
n o n - s m o k in g ,  a c c i d e n t  - fr e e  c . ir  iiisu r 
a n t e  p o l i c y  w i th  a le a d in g  in s u r e r  
(F a r m e r 's  I n s u r a n c e ) ,  b u t  a s  a resu lt o f 
m e r e ly  m o v i n g  f r o m  o n e  l o c a t i o n  to  
a n o th e r , I h a v e  just d is c o v e r e d  tha t th e  
p r e m iu m  f o r  th e  ex .n  I s a m e  c c  / era g e  
w il l  m o r e  th a n  d o u b le ."

I n s u r a n c e  c o s t s  m o r e  in  la rg e  
m e t r o p o l i t a n  a re a s  b e c a u s e  c l a i m s  a re  
m o r e  n u m e r o u s  th e re , A  r e p o r t  b y  th e  
C a l i f o r n ia  D e p a r t m e n t  <>l I n s u r a n c e  
r e v e a le d  th a t it t h e  c u r r e n t  sys' o f  
t e r r i to r ia l  r a t in g  w e r e  a b o l is h e d ,  tw o  
th i r d s  o l th e  s ta te 's  in s u r e d  m o to r is t s  
w o u l d  p a y  a n  a v e r a g e  22 p e r c e n t  ra te  
in i tease, w h ile  o n e  th ird  w o u ld  r e c e iv e  
a d e c r e a s e  o f  a b o u t  36  p e r c e n t .  E v e n  
so , M a s s a ch u s e t t s ,  M ic h ig a n  a n d  N e w  
le r s e y  c u r r e n t l y  r e s t r i c t  p r i c e  d i f f e r ­
e n t ia ls  b e tw e e n  b ig  c i t ie s  a n d  ru ra l 
a re a s .

In  a n o t h e r  a t t e m p t  to  c u t  d o w n  o n  
s k y r o c k e t in g  a u t o  in s u r a n c e  c o s t s ,  
P e n n s y lv a n ia  is lo o k in g  .it a b ill tli.it 
w o u l d  r e d u c e  m a n d a t o r y  c o v e r a g e  
r e q u ir e m e n ts .  T h e  b ill 's  a u th o r .  S e n a ­
to r  E d w in  G .  I lu l l ,  sa y s  th e  le g is la t io n  
c o u l d  r e d u c e  a u t o  in s u r a n c e  ra te s  in  
s o m e  a re a s  b y  a s  m u c h  a s  42  p e r c e n t .  
T h e  b ill  w o u ld  r e d u c e  th e  a m o u n t  o f  
c o v e r a g e  r e q u ir e d  fo r  b o d i ly  in ju r y  lia ­
b i l i ty  f r o m  $ 1 5 ,0 0 0  to  $ 1 0 ,00 0  p e r  p e r ­
s o n  a n d  f r o m  $ 3 0 ,0 0 0  to  $ 2 0 ,0 0 0  p u r  
a c c i d e n t .  M o ll's  b ill p a s s e d  th e  S e n a te  
a n d  is n o w  in  a H o u s e  c o m m i t t e e .
Colorado considered a similar meas­

ure this year that would have reduced 

mandatory coverage from $ 1 3 0 ,0 0 0  to 
$ 2 5 ,0 0 0  for one's own injuries and 
from $ 5 0 ,0 0 0  to $ 3 0 ,0 0 0  for claims by 
others. "I looked at my own insurance 

rates and realized there was a 

problem," said Representative Jim 

Dyer, sponsor of the bill. "Colorado 

has the highest level of mandated 

benefits. W e  figured smaller mandat­

ed benefits could cut premiums .>y $75 
to $ 10 0 ."  The bill was defeated by one 
vote. Dyer said that while insurance 

companies supported the bill, strong 

opposition came from the critical care 

hospitals, tearful of being stuck with 

unpaid bills.

With so many consumers affected 

by high insurance rates, this issue 

promises to remain on political agen­

das for quite a while. In a poll conduct­

ed last spring, 77 percent of California 

voters believe their auto insurance 

rates are "much too high" and another 

17 percent consider their rates "some­

what high,"

"In terms of the public's awareness, 

interest and anger," said poll director 

Mervin Field, "[the auto insurance 

issue] shapes up to be another Propo­

sition 13. You can ask voters about a 

lot of issues and they're sort of vague, 

but when you talk about auto insur­

ance, you better stand back." ^

If y o u  can't beat 'em , jo in  'em
Representative Andrew Carn got 

so frustrated with the automobile 

insurance problem in Philadelphia 

that he decided to form his own 

insurance company and offer 

affordable rates.

C a m  was spurred in his effort 

when his own automobile premium 

jumped to $15,694, but he says his 

own situation is "just one example 

of what is happening to thousands 

of people in the state."

Philadelphia rivals Los Angeles in 

having some of the highest premi­

ums in the nation. According to 

Bob Hunter of the National Insur­

ance Consumer Organization, pre­

miums over $3,000 are not un­

common, with the result that many 

residents drive illegally without 

insurance.

Stifled in his attempt to get legis­

lation passed by the "need for 

greed" of the insurance companies 

and the "insurance industry's grip 

on the Legislature," Carn, along 

with representatives Mark Cohen, 

David Richardson and Ralph Acos­

ta have filed incorporation papers 

with the insurance commissioner 

seeking a license to provide auto 

insurance coverage at "fair and 

affordable rates."

The company has the support of 

the Pennsylvania Insurance Depart­

ment. "The Department supports 

the concept of a mutual insurance 

company to help address the 

problem of available and affordable 

automobile insurance for all Penn­

sylvanians, particularly Philadel­

phians," said Insurance Commis­

sioner Constance Foster.

"Crying the blues about what the 

insurance companies are doing to us 

does not and will not change their

attitudes and actions. They feci 

comfortable in thinking that we 

have no place else to go but to 

them," said Carn.

The Futura Mutual Insurance 

Company will operate as a non­

profit corporation aimed at 

Philadelphians. For $842 annually, 

people will be able to buy the auto 

insurance required by the stale, and 

the policyholder's future premiums 

will be directly related to his acci­

dent and claim experiences.

The company also intends to 

combat fraud by developing "a new 

relationship between the insured 

and the insurance provider. The 

insured will feel and believe that 

their company not only cares but 

emanates from among them and is 

therefore part of them." Futura 

plans militantly to defend every suit 

and never compromise a claim. 

'Too often, insurance companies 

simply pay repairs or medical bills 

that clearly ought to be 

investigated."

"Regardless of what the insurance 

industry says, they are making 

more profit now than they ever 

did," said Carn. "They want us to 

believe that the reason our insur­

ance rates are so high is because of 

fraud, auto thefts, uninsured 

motorists, ambulance chasing law­

yers and crooked doctors." Carn 

believes the effect of these factors 

has been blown out of proportion 

by the insurance industry.

"Although the existing insurers 

are saying that they are losing 

money, Futura will show that there 

is profit to be made selling auto 

policies in Philadelphia and other 

urban areas."

—Julie Lays
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OPINION
H y  William T. P o u n d

W h a t ' s  A h e a d  i n  S t a t e - F e d e r a l  R e l a t i o n s ?

W h e n  th e  ID Is l  ( u n g iu t *  c o n v e n e s  in  U n i t a r y  1989 
i Ih t i*  w ill  h e  .1 n e w  a d m in is t r a t io n  l o r  ( l ie  f ir s t  lime in  
e ig h t  y e a r s  iiru l s o m e  t r a n s it io n  in  c o n g r e s s io n a l  leader 
s h ip .  B u t  s e v e r a l  o| th e  is su es  o f  g re.it im p o r t a n c e  lo  
s ta te  le g is la tu re s  a n d  s la te  g o v e r n  m e n  Is in  th e  n ex t 
d e c a d e  c a n  lie  s e e n  n o w :  th e  fu tu r e  p a t te r n  o f  th e  s la le -  
f e d r ia l  r e la t io n s h ip  a n d  fe d e ra l p r e s s u re  o n  s la te  
r e v e n u e  s o u r c e s .

l h e  r o le  o f  s ta te  g o v e r n m e n t  in  r e la t io n  t o  b o th  ted  
e ra l a n d  lo c a l  g o v e r n m e n t s  h a s  c h a n g e d  p r o f o u n d l y  in  
th e  e ig h t  y e a r s  o l  th e  R e a g a n  a d m in is t r a t io n .  S ta le  
g o v e r n m e n t s  h a v e  a s s u m e d  a n  e x p a n d e d  a n d  m o r e  
r e s p o n s ib le  r o le  in  o u r  fe d e ra l s y s te m .  T h e r e  h a v e  b e e n  
s ig n i l i c a n t  s h if t s  t o w a r d  s ta te  g o v e r n m e n t s  in  d o m e s t i c  
p o l i c y m a k in g ,  p r o g r a m  a u t h o r i t y  a n d  f in a n c ia l  r e s p o n s i ­
b i l i t y .  A s  c o lu m n is t  D a v i d  B r o d e r  r e c e n t ly  a s se r te d , 
" R a r e ly  d o e s  a n y o n e  m e n t io n  R e a g a n 's  s u b s ta n t ia l  sue  - 
c e s s  in  a c h ie v in g  h is  lo n g - c h e r is h e d  g o a l:  s h i l l in g  th e  
in i t ia t iv e  f o r  m o s t  d o m e s t i c  p r o g r a m s  o u t  o f  W a s h in g ­
t o n  a n d  b a c k  t o  th e  s ta te s ."  T h e  s ta te s , le d  b y  m o d e r n  
r e p r e s e n ta t iv e  le g is la tu re s , t r u ly  h a v e  b e c o m e  la b o r a to ­
r ie s  o l d e m o c r a c y .

R e c e n t  d e v e lo p m e n t s  in  th e  fe d e ra l s y s te m  h a v e  s ig ­
n i f i c a n t  im p l i c a t io n s  f o r  s ta te  le g is la tu re s . T h e  firs t 
d e v e lo p m e n t  is p o s i t i v e — th e  s u b s ta n t ia l  s h i f t  t o  th e  
s ta te s  o f  p o l i c y  a n d  a d m in is t r a t iv e  r e s p o n s ib i l i t ie s .  B u t  
t w o  o t i ie r  d e v e lo p m e n t s  h a v e  m o r e  n e g a t iv e  im p l i c a ­
t io n s :  R e c e n t  S u p r e m e  C o u r t  in te r p r e ta t io n s  o f  th e  
T e n t h  A m e n d m e n t  ( G a r c i a  vs. S a n  A n t o n i o  T r a n s i t  

A u t h o r i t y  a n d  S o u t h  C a r o l i n a  v s .  B a k e r )  h a v e  s ig n if i ­
c a n t l y  e r o d e d  th e  p r o t e c t io n s  th e  s ta te s  p r e v io u s ly  h a d  
t h o u g h t  t o  b e  in  th e  C o n s t i t u t i o n .  A n d  th e  fe d e ra l 
g o v e r n m e n t  h a s  s h o w n  a  d is tu r b in g  t e n d e n c y  to  m a n ­
d a te  s ta te  a c t io n  w i t h o u t  p r o v id in g  a d e q u a te  fu n d in g ,  
o r  t o  p r e - e m p t  s ta te  la w s  w ith  a fe d e ra l s ta n d a r d .

T h e  C o u r t  h a s  r e a s o n e d  th a t " th e  s ta te s  m u s t  f in d  
th e ir  p r o t e c t io n  f r o m  c o n g r e s s io n a l  r e g u la t io n  th r o u g h  
th e  n a t io n a l  p o l i t i c a l  p r o c e s s ."  A s  T h e  W a l l  S t r e e t  J o u r n a l  

a r g u e d  a f te r  th e  S o u t h  C a r o l i n a  d e c is io n ,  " T h i s  le a v e s  
th e  s ta te s  o n  a p a r  w i t h  e v e r y  o th e r  s p e c ia l  in te re s t  
g r o u p ,  f r o m  fo r e ig n  g o v e r n m e n t s  t o  m u s ta r d  m a k e r s ."

I t  w il l  n o w  b e  te m p t in g  fo r  C o n g r e s s  a n d  a n e w  
p re s id e n t  t o  l o o k  to  th e  in te re s t  o n  s ta te  a n d  lo c a l  
b o n d s — th e  f o c u s  o f  th e  S o u t h  C a r o l i n a  c a s e — a s  a 
fe d e ra l r e v e n u e  s o u r c e .  S ta te  g o v e r n m e n t s  h a v e  b e e n  
in n o v a t i v e  in  d e v e lo p in g  a n d  d iv e r s i f y in g  th e ir  e c o n o ­
m ie s . S ta te  a n d  lo c a l  b o n d s  h a v e  b e e n  im p o r t a n t  in  
f in a n c in g  th e s e  e f fo r t s ,  T h e  G a r c i a  a n d  S o u t h  C a r o l i n a  

d e c is io n s  a re  n o t  ju s t  a b s t r a c t  a r g u m e n ts  a b o u t  f in e  
p o in t s  o f  c o n s t i tu t io n a l  la w . In s te a d  th e y  h a v e  c r i t i c a l  
d a y  in  a n d  d a y  o u t  im p l i c a t io n s  f o r  h o w  s ta te  a n d  lo c a l  
g o v e r n m e n t s  w o r k ,  h o w  th e y  a re  f in a n c e d ,  a n d  h o w  
th e y  re la te  t o  th e  n a t io n a l  g o v e r n m e n t .

T h e  n a t io n 's  7 ,5 0 0  s ta te  le g is la to r s  a re  d is tu r b e d  
a b o u t  th e  fe d e ra l b u d g e t  d e f i c i t .  A  c o m m i t t e e  o f  th e  
N a t io n a l  C o n f e r e n c e  o f  S ta te  L e g is la tu r e s ,  f o r  e x a m p le ,

h a s  c a l l e d  r e d u c in g  a n d  e v e n t u a l ly  e l im in a t in g  the  
d e li*  it " o u r  m o s t  s e r io u s  n a t io n a l  d o m e s t i c  p o l i c y  
c h a l le n g e ."  T h e  d e f ic i t  p o s e s  a th r e a t  t o  th e  n a t io n 's  
e c o n o m y  a n d , in  tu rn , t o  th e  f is ca l h e a lth  o f  s la te  a n d  
lo c a l  g o v e r n m e n t s .  It is, th e r e fo r e ,  in  th e  b e s t ,  v ita l  
in te re s t  o l  a ll p u b l ic  o l f i i  ia ls  to  d e v e l o p  a n d  im p le m e n t  
s tra te g ie s  f o r  r e d u c in g  th e  d e f i c i t .

T h e  fe d e ra l  g o v e r n m e n t ’s s e a r c h  l o r  b u d g e t  s o lu t io n s  
m a y  u l t im a te l y  le a d  it l o  r e v e n u e  s o u r c e s  tli.it s ta te  
g o v e r n m e n t s  h a v e  h is t o r i c a l ly  u se d . A s  s ta le  g o v e r n ­
m e n ts  a re  a s k e d  to  a s s u m e  m o r e  a n d  m o r e  r e s p o n s ib i l i t y  
f o r  d o m e s t i c  p r o g r a m s ,  th e  fe d e ra l g o v e r n m e n t  s h o u ld  
n o t  at th e  s a m e  t im e  d e p r iv e  th e m  o! th e  m e a n s  o l 
f u n d in g  th o s e  p r o g r a m s .

T h i s  in t r u s io n  a lr e a d y  o c c u r r e d  w h e n  C o n g r e s s  e l im i ­
n a te d  th e  d e d u c t i b i l i t y  o l s ta le  a n d  lo c a l  sa le s  ta x es  
f r o m  th e  fe d e ra l in c o m e  la x . P r o p o s a ls  n o w  m a k in g  th e  
r o u n d s  in  W a s h in g to n  a re  e v e n  m o r e  d is t u r b in g  a n d , ii 
a d o p te d ,  w o u l d  d r a s t i c a l ly  a lte r  th e  n a t io n 's  in te r  
g o v e r n m e n ta l  f is c a l s y s te m .

I a m  p a r t i c u la r ly  c o n c e r n e d  a b o u t  p r o p o s a ls  f o r  a 
n a t io n a l  c o n s u m p t io n  o r  v a lu e -a d d e d  ta x , It p r o m o te s  
s a v in g s  a n d  w o u ld  m a k e  th e  c o u n t r y  m o r e  c o m p e t i t i v e ,  
b u t  it is r e g re s s iv e .  A n d  w h a t  is o f t e n  m is s in g  f r o m  th e  
d e b a te  is a d is c u s s io n  a b o u t  h o w  a n a t io n a l  c o n s u m p ­
t io n  la x , r e a lly  a sa les  ta x , w o u ld  a f le c t  s ta te  r e v e n u e  
s y s te m s .

F o r t y - f i v e  s ta te s  u se  th e  sa le s  ta x  a s  a s o u r c e  o f  
r e v e n u e .  Im p o s i t io n  o f  a n a t io n a l  c o n s u m p t i o n  tax 
w o u ld  a f f e c t  s ta te  sa les  ta x  r e v e n u e s  in  t w o  fu n d a m e n ta l  
w a y s .  O n e ,  b y  m a k in g  g o o d s  m o r e  e x p e n s iv e  a n d  
r e d u c in g  d e m a n d ,  th e  n a t io n a l  ta x  w o u l d  a u t o m a t i c a l l y  
r e d u c e  s ta le  sa le s  tax r e v e n u e s .  T w o ,  b y  im p o s in g  a 
n a t io n a l  ta x  o n  to p  o f  a  s ta te 's  tax , it w o u l d  m a k e  it 
d i f f i c u l t ,  if  n o t  im p o s s ib le ,  f o r  a  s ta te 's  le g is la tu re  e v e r  
a g a in  to  in c r e a s e  its o w n  sa les  ta x  ra te . S t a le  g o v e r n ­
m e n ts ,  w h i c h  m u s t  b a la n c e  th e ir  b u d g e ts ,  w o u l d  th e n  b e  
fo r c e d  t o  t u r n  to  o th e r  r e v e n u e  s o u r c e s  o r  r e d u c e  s e r v ­
ic e s .  A n d  a n a t io n a l  sa le s  ta x  w o u l d  c r e a t e  g re a t  p r e s ­
s u re  o n  s ta te  le g is la tu re s  to  b r in g  th e ir  o w n  sa le s  ta x es  
in t o  c o n f o r m i t y  w i th  th e  n a t io n a l  tax  b a se .

T h e r e  w i l l  b e  c o n s id e r a b le  p re s s u re  o n  th e  n e x t  C o n ­
g re ss  to  ra is e  r e v e n u e s  to  r e d u c e  th e  d e f i c i t .  T h e  r e c e n t ly  
a p p o in t e d  N a t io n a l  E c o n o m i c  C o m m i s s i o n  w i l l  is sue  
r e c o m m e n d a t io n s  e a r ly  in  19 89 . T h i s  r e p o r t  m a y  h a v e  
p r o f o u n d  im p l i c a t io n s  f o r  th e  fu tu r e  o f  th e  fe d e ra l-s ta te  
r e la t io n s h ip ,  p a r t i c u la r ly  i f  it r e c o m m e n d s  th a t  th e  
fe d e ra l g o v e r n m e n t  s e e k  r e v e n u e s  f r o m  t r a d i t io n a l  s ta te  
s o u r c e s  o r  th a t  it a p p ly  a n a t io n a l  v a lu e - a d d e d  tax .

O u r  fe d e r a l  s y s te m  is a  d y n a m i c ,  c r e a t i v e  o n e ,  b u t  it 
is a ls o  in  d e l i c a t e  b a la n ce .  S ta te  le g is la tu re s  m u s t  u n d e r ­
s ta n d  th e  im p l i c a t io n s  o f  th e se  is su e s  a n d  ta k e  a n  a c t iv e ,  
p o s i t iv e  r o l e  in  th e ir  r e s o lu t io n .

IVilliam T. Pound is executive director of The National Conference of 
State Legislatures.

Page 34 October l°88 State Legislatures



J A N U A R Y  20, 1989
V o lu m e  5(5, N u m b e r  3

Ir w in  M e a lie r
P ub lis he r

I ) o u g  C a n f ie ld
Associate P ub lis h e r /Ed ito r

R o n  G l l lm e la t e r  
E x e c u t iv e  Flditor 

M ark  U r la n t  
A ssociate Ed ito r  

A n n  B a n c r o f t  
C or respondent 
B e tty  R o b e r ts  

A ccounts 
G ls e la  M ile s  
C ir c u la t ion
C o lu m n is t s  

L o w , B a ll & L y n c h  
C a lifo r n ia  Law

W illia m  H . H ic k m a n  
W ashington  Law

T h o m a s  M , Christ 
O r e g o n  Law

Richard  Masters 
Coverages

C aro l H a m m e s  
TVends

C la u d ia  Sellers 
Sales

W a s h in g t o n  O f f ic e :  10 0 1 Fourth  
A v e n u e  P laz a , S u ite  3029 , Seattle, W A 
08164. T e le p h o n e  (206) 624-6065; Fax  
(206) 624-5021.

C a l if o r n ia  O f f ic e : P .O .  B o x  1087, 
F o ls o m , C A  05630. T e le p h o n e  (916) 
0 83-7170 ; Fa x  (0 16) 983-1704 .

A d v e r t is in g : Con tact D o u g  C a n f ie ld  
In  Seattle or R o n  G il lm e is lo r  in  Fo ls o m , 
C a lif .
E d it o r ia l  &  C ir c u la t io n : Direct a ll 
inq u ir ie s  to the W ashington  office. 
Subscriptions are $20 per year; s ingle 
copies are $2.

InsuranceWeek ( IS S N  C020-4846) is 
p u b lis h e d  every Fr id a y  for insurance 
professionals in  the 13  western states; 
A lask a , A r iz ona , C a lifo r n ia , C o lora do , 
H a w a ii, Id a h o , M o n ta n a , N e v a d a , N ew  
M ex ico, O r e g o n , U t a h , W ashington 
a n d  W y om ing . T h e  m agaz ine  was 
fo u n d e d  in  1933 by  Insurancew eek 
In c ., w h ich  also is the pub lish er  of 
Claims, The Magazine qf Insurance 
Adjusting and Claims Management, 
a n d  Kirschner's Insurance Director­
ies.
Postmaster: S e n d  address changes to 
InsuranceWeek, 10 0 1 F o u r th  A v e n u e  
Plaza, Suite 3020, Sealtlo, WA 08154, 
(Ente red  as second  class postage pa id  
at Seattle, W A 98154 .)

O P I N I O N

K e a n :  N o - g o o d  N o - f a u l t  S h o u l d  G o
B y D o u g  C a n lio ld , Editor

Though i t ’s too la te  fo r California, passage o f P roposition  103 
has fo rced legislators in o th e r  s ta te s  to  bring au to  in su rance  
refo rm  to  th e  fro n t bu rner.

P robab ly fo r th e  firs t tim e in history, au to  in su rance  w as th e  
m ajor topic o f a governo r's  S ta te  of th e  S ta te  add ress. New 
Je rsey  Gov. Thom as Kean sa id  in a  Jan . 10 speech  th a t  his s ta te ’s 
ine ffec tiv e  no-fault au to  in su ran ce  system  and m anda to ry  cov er­
age law s should be sc rapped .

New  J e rs e y ’s no-fault th re sh o ld  over w hich in su red s can  sue  is 
only $200. A verage au to  p rem ium s rank  second in th e  nation, 
below  M assachusetts and above California. In 1983, N ew  Je rsey  
estab lished  a  high-risk Jo in t U nderw riting  A ssociation, w hich is 
$2.5 billion in th e  red . Last year, Kean signed a  bill designed to 
bail o u t th e  JUA and  en cou rage  driv ers to  re tu rn  to th e  p riv a te  
m arket.

“If w e c a n ’t  h ave  rea l no-fault, it is tim e to  adm it th e  system  
do esn 't w ork and  shoo t it a n d  p u t us ou t o f o u r m isery ,’’ Kean 
said. “The a lte rn a tiv e  I suggest to  you th is a fte rn o on  is to  elim ­
ina te  no-fault and  g e t rid o f m anda to ry  au to  in su ran ce .”

K ean m ust feel th e  h e a t o f 103. So m ust Gov. M ichael D ukakis 
in M assachusetts, w he re  y e t a n o th e r in su re r — Reliance — has 
filed to pull ou t. B u t besides th e se  and California, au to  coverage 
a ffo rdab ility  crises loom fo r high-cost w e s te rn  s ta te s  such  as 
Arizona, N evada and  A laska.

The e ffe c t o f 103 on s ta te  leg isla tors ou tsid e  C aliforn ia is m ix­
ed. Some in N evada w ere  qu ick  to follow  th e  “Sen.-Alan- 
Robbins-all-of-a-sudden-I’m-a-consumer-advocate" bandw agon. 
O thers, such as Kean, seem  to  be  w ell in fo rm ed. It is up to  ou r 
indu s try  to m ake su re  th e  la t te r  prevail.

S u r p l u s  L i n e  B r o k e r s  •  M a n a g i n g  G e n e r a l  A g e n t s  

A l a s k a ,  I d a h o ,  O r e g o n ,  M o n t a n a  &  W a s h i n g t o n

B o w l i n g  C e n t e r s

Kelli Campbell 
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N.J. Gov. Blasts Auto System
Gov. Kean Calls 
For Mandatory 
Verbal Threshold

B y  R o g e r  B a r n e s  
N e w  J e rs e y  G o v .  T h o m a s  K e a n  

said it m a y  b e  a c ce s s a ry  to  e l im ­
in a te  n o -fa u lt 'and m a n d a to ry  auto  
in su ra n ce  in h is  s ta te  o f  th e  s ta te
m e ssa g e  last w e e k . _________________

“I f  w e  c a n t  h a v e  real n o -fa u lt, it 
is t im e  to  a d m it  th e  s y s te m  d o e s n ’t w o rk , c lo s e  it 
d o w n ,  s h o o t  it and  p u t  us o u t  o f  o u r  m is e ry ,” sa id  G o v .  
K e a n , in h is  a dd ress  b e fo re  8 0 0  leg isla to rs, o ffic ia ls  a nd  
g u e s ts  at th e  W a r M e m o r ia l B u ild in g  in  T r e n t o n .

“T h e  a lte rn a tive  I su g g e s t to  y o u  is to  e lim in a te  n o ­
fault a nd  g e t  rid  o f  m a n d a to ry  a u to  in su ra n ce ,"  th e  
g o v e rn o r  sa id . “In  th e  p r o c e s s ,  w e  ca n  rid  o u rs e lv e s  o f  
th e  th r e e  m o s t  o b n o x io u s  le tte rs  in a N e w  Je r s e y a n s  
v o ca b u la ry — J U A . ”

D u r in g  h is  a dd ress , G o v .  K e a n  said fo r s ix  years h e  
has ca lle d  fo r  a m a n d a to ry  ve rba l th r e s h o ld  a llo w in g  
la w su its  fo r pa in  a nd  su ffe r in g  o n ly  in  ca s e s  in v o lv in g  
se r io u s  in ju rie s  o r  d e a th . T h e  g o v e rn o r  n o te d  tha t in  
M ich ig a n , w h ic h  a lrea d y  h as s u c h  a law , in s u ra n ce  ra tes 
are 2 0  p e r c e n t  less th a n  N e w  Je rse y .

“T h e r e  is o n ly  o n e  w a y  to  rea lly  b e g in  to  r e d u c e  au to  
in s u ra n ce  ra te s  u n d e r  th e  n o -fa u lt s y s te m ,” sa id  th e  
g o v e rn o r . ‘ W e  h a v e  to  r e d u c e  la w su its  b y  a p p ro v in g  a

m a n d a to ry  th re sh o ld ."
S u c h  a p ro p o sa l w as p a sse d  b y  

th e  A s s e m b ly  “sev e ra l tim es ,"  o n ly  
to  h a v e  th e  ‘ w ill o f  th e  p e o p le  
s ty m ie d  b y  sp e c ia l in te re s ts  w h e n

______________________ th e  leg is la tion  r e a ch e d  th e  o th e r
h o u se ,"  sa id  G o v .  K e a n .

“E v e n  as w e  m e e t  to d a y , trial la w y e rs  are p la n n in g  to  
s p e n d  a m illio n  do lla rs  to  c o n v i n c e  N e w  J e r s e y  d r iv e rs  
n o t  to  c h o o s e  a ve rba l th re sh o ld  in  th e ir  o w n  p o lic ie s ,"  
h e  sitid. "Bu t if  w e  m a in ta in  o u r  p re s e n t  dua l s y s te m , 
ra tes  are g o in g  to  c o n t in u e  to  r ise  y ea r  b y  year."

T h e  g o v e rn o r ’s s ta te m e n ts , w h ic h  leg is la to rs  g re e te d  
w ith  roa ring  a p p la u se , r e f le c t  g ro w in g  fru s tra tio n  in  a 
s ta te  w ith  m a n y  a u to  in su ra n ce  p r o b le m s .

N e w  J e r s e y  d r iv e rs  p a y  o n e  o f  th e  h ig h e s t  a u to  in ­
s u ra n ce  p re m iu m  ra tes  in th e  n a tio n , in  a d d it io n  to  
p r e m iu m  surcharge?  to  k e e p  th e  J o in t  U n d e r w r it in g  
A s s o c ia t io n  afloat. ( T h e  J U A ,  w h ic h  cu r r e n t ly  in su re s  
h a lf  th e  d r ive rs  in  th e  s ta te , has a $ 2 .5  b ill io n  d e f i c i t . )

N e w  J e r s e y  a d o p te d  leg is la tion , w h ic h  to o k  e f f e c t  
Jan . 1, m andating ; d e p o p u la t io n  o f  th e  J U A  a n d  o f fe r in g  
a v o lu n ta ry  ve rba l th re s h o ld  w h ic h  d r iv e rs  m a y  c h o o s e  
t o  h e lp  r e d u c e  th e ir  p re m iu m s  (s e e  N U ,  S e p t .  1 2 ).

D u r in g  th e  firs t w e e k s  o f  th e  n e w  
yea r, g ro u p s  r e p re s e n t in g  la w y e rs  in 
N e w  Je rse y  m o u n te d  a d r iv e  to  ad ­
v is e  c o n s u m e r s  a b o u t th e  n e w  au to  
in su ra n ce  law . T h e  g ro u p s  s e n t  o u t 
le tte rs  sa y in g  th e  n e w  law ’s v o lu n ta ry  
ve rba l th re s h o ld  w ill n o t  sa ve  d r iv e rs  
as m u c h  m o n e y  as p r e d ic t e d ,  b u t 
w o u ld  o n ly  lim it  th e ir  a b ility  to  su e  
fo r  pain  and  su ffe r in g .

“I f  th e y  (d r iv e r s )  b e lie v e  th e y  w a n t 
to  g iv e  u p  th e  r ig h ts  fo r  th e m s e lv e s  
a nd  the ir fa m ilie s  in  re tu rn  for a sa v ­
ings o f  S 4  o r  $ 5  a m o n th ,  th a t’s a 
c h o i c e  s o m e  p e o p le  w ill w a n t  to  
m a k e ,” said S a u l W o l fe ,  p re s id e n t  o f  

th e  N e w  J e r s e y  S ta te  B ar A s s o c ia ­
t io n .

H o w e v e r ,  s o m e  say th e  c o n t e n t  o f  
m a n y  o f  th e  la w yer g ro u p  le tte rs  
w e n t  to o  far, in c lu d in g  In s u ra n ce  
C o m m is s io n e r  K e n n e th  D .  M e r in ,  
w h o  has a sk e d  th e  sta te  S u p r e m e  
C o u r t  to  d e te r m in e  w h e th e r  th e  
c o n d u c t  o f  th e  la w yers  b r e a ch e d  
p ro fe s s io n a l e th ica l co d e s .

P re s id e n t  o f  th e  S e n a te  J o h n  R u s s o  
( D - O c c a n )  ca lle d  th e  e lim in a t io n  o f  
c o m p u ls o r y  in s u ra n ce  th e  “o n ly  s e n ­
s ib le  w ay  to  go."  S e n .  J o h n  L y n c h  
(D - E s s e x )  sa id  ca r  in s u ra n ce  is su es  
sh o u ld  b e  p la ce d  o n  th e  b a llo t for 
v o te r  d e c is io n .  □
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Insurer Group Agrees with N.J. Governor's 
S tance on "T rue” No-Fault Auto Insurance

A  m a jo r  in s u ra n ce  in d u s try  a s so c ia tio n  sa y s  it a g rees  w ith  

N e w  J e r s e y  G o v .  T h o m a s  K e a n ’s p ro p o s e d  r e v is io n s  in  h is  

s ta te ’s n o - fa u lt  a u to m o b ile  in s u ra n ce  la w . W i l l ia m  B a ile y ,  

sp e c ia l c o u n s e l  to  th e  In s u ra n ce  In fo rm a tio n  In s titu te , sa id  th e  

" g o v e r n o r ’s p o s it io n  and  o u rs  a re  rea lly  the s a m e .”  G o v .  K e a n  

has tried  u n s u cce s s fu lly  to  r e fo rm  the  16 -year-o ld  cu r r e n t  sy s te m  

b y  p la c in g  s tr ic t  lim its  o n  law su its. A lth o u g h  1.1.1, su p p o rts  a ny  

w o rk a b le  sy s te m  tha t a  s ta te ’s re s id e n ts  fa v o r , M r .  B a i le y  sa id  

that e x p e r ie n ce  s h o w s  that " in  h ig h -d e n s ity  sta tes l ik e  N e w  

J e rs e y , s tr ic t  n o -fa u lt  s e e m s  to  w o r k  b e s t .”  H e  a d d ed  tha t w h a t 

N e w  J e r s e y  n o w  has is a  " h y b r id  n o -fa u lt  s y s te m "  w h o s e  

th re sh o ld  l im its—the  a m o u n ts  at w h ic h  it  c o n v e r ts  to  a lia b ility -  

b a sed  s y s te m —a re  to o  lo w .

A  se r ie s  o f  r e fo r m s  to o k  e f f e c t  in  the  sta te  Ja n u a ry  1 to  

co n ta in  r is in g  ra tes, in c lu d in g  o n e  tha t w o u ld  a llo w  d r iv e r s  to  

lim it  th e ir  r ig h t to  su e  in  e x ch a n g e  fo r  lo w e r  p r e m iu m s , b u t  

th e  g o v e r n o r  has ca l le d  U  in a d eq u a te . " I f  w e . c a n ' t  h a y q  rea l 

n o - fa u lt ,  it is  t im e  to  a d m it  th e  s y s te m  d o e s n ’t  w o r k  a n d  s h o o t  

it  a nd  p u t  i t  o u t  o f  o u r  m is e r y ,”  h e  sa id  in  h is  a n n ua l S ta te  o f  

th e  S ta te  add ress  to  a  jo in t  se s s io n  o f  th e  N e w  J e r s e y  leg isla ture . 

T h e  g o v e r n o r  a lso  su g g ested  e lim in a tin g  a ll fo rm s  o f  m a n d a to ry  

au to  insurance^  A  sp o k e s p e rso n  fo r  th e  g o v e rn o r  sa id  tha t K e a n  

m a d e  th e  s ta tem en t o u t  o f  fru s tra tio n  w ith  la w m a k e rs , a n d  has 

n o  fo rm a l p ro p o sa l to  a b o lish  th e  sy s te m .

In  th e  m o s t  r e c e n t  d isp la y  o f  c o n s u m e r  u n re s t  o v e r  h ig h  

auto  in su ra n ce  ra tes, 2 0 0  N e w  J e r s e y  m Q toris ts  m a r ch e d  o n  the  

S ta te h o u se . T h e  p ro te s te rs , p a r t  o f  a n  o rg a n iz a t io n  ca lle d  

C i t i z e n s  A u t o  In s u ra n c e  R e v o l t ,  re e n a c te d  th e  B o s to n  T e a  P a r­

ty  b y  th r o w in g  s ta ck s  o f  in s u ra n ce  p o l ic ie s  f r o m  a b o a t  o n  a 

fla tb e d  tru ck . T h r e e  p o te n tia l R u p u b lic a n  g u b e rn a to r ia l c a n ­

d id a tes  sp e a k in g  to  th e  g ro u p  p le d g e d  to  w o r k  fo r  le g is la tio n  

tha t w o u ld  r e fo r m  th e  sy s te m . A u t o  in s u ra n ce  ra tes  in  N e w  

J e r s e y  a re  re p o r te d  to  b e  a m o n g  th e  h ig h e s t in  tlie  n a tio n .

Stiff Penalties For Insurers Approved In Calif.; 
Banks Move S tep Closer to Insurance License

T h r e e  m e a su re s  d e s ig n e d  to  s tre n g th e n  P ro p o s i t io n  103 

c lea red  the ir f ir s t  leg is la tive  h u rd le  in  C a lifo rn ia , d esp ite  ch a rg es  

tha t th e  b ills  a re  h a rsh . T h e  sta te  S e n a te  In s u ra n ce ,  C la im s  a nd  

C o rp o ra t io n  C o m m it te e  vo ted  6 -2  W e d n e sd a y  to  le v y  h e fty  fin es  

o n  in s u ra n ce  co m p a n ie s  le a v in g  C a l i fo r n ia  in  th e  w a k e  o f  the  

v o te r -a p p ro v e d  in it ia tiv e  and  v o te d  6-1 to  k eep  co m p a n ie s  f r o m  

tra n s fe rr in g  th e ir  p6 1 ic ies  to  h ig h e r - co s t  su b s id ia r ie s .

U n d e r  th e  f ir s t  b il l  b y  S e n . A la n  R o b b in s  (D - T a r z a n a ) ,  in ­

s u ra n ce  c o m p a n ie s  w o u ld  b e  r e q u ir e d  to  re n e w  p o l i c ie s  u n le s s

' o ’ C.

a p o l i c y 1 w a fc 're vo k e d  fo r  n o n p a y m e n t, fra ud , o r  s e r io u s  d r iv ­

in g  v io la t io n s . S e n .  R o b b in s  sa id  that u n d e r  P ro p o s i t io n  103 

in s u ra n ce  co m p a n ie s  ca n  s till g e t o u t  o f  the  b u s in e ss  p ro v id e d  

t h t y  f ir s t  a rra n g e  fo r  th e ir  p o l i c y  re n e w a ls  to  b e  a s su m e d  b y  

a n o th e r  in s u ra n ce  c o m p a n y . T h e  m e a su re  is a im e d  p r im a r ily  

a t H a r t fo r d ,  C o n n . -b a s e d  T r a v e le r s  C o r p . ,  th e  o n ly  m a jo r  in ­

s u r a n ce  co m p a n y  re fu s in g  to  re n e w  a u to  p o l ic ie s  in  th e  state.

S e v e n  F i r e m a n ’s F u n d  co m p a n ie s  b eg a n  r e n e w in g  a u to  

p o l ic ie s  in  th e  state o n  T h u r s d a y  a fte r  In su ra n ce  C o m m is s io n e r  

R o x a n i  G i l le s p ie  c i te d  the  c o m p a n ie s ’ a c t io n s  as a v io la t io n  o f  

th e  in s u ra n ce  c o d e .  A c c o r d in g  to  th e  in su ra n ce  d e p a r tm e n t, the  

co m p a n ie s  w il l  o f f e r  re n e w a ls  u n til a  h ea rin g  is h e ld  a n d  a fin a l 

d e c is io n  is re a ch e d .

A n o th e r  m e a su re  w o u ld  p ro h ib it in su ra n ce  co m p a n ie s  fro m  

ch a n g in g  th e ir  u n d e rw r it in g  sta nd a rd s in  th e  w a k e  o f  P r o p o s i­

t io n  103. T h e  th ird  m e a su re  a p p ro v e d  b y  th e  S e n a te  p a ne l 

e s ta b lish e s  an  in s u ra n ce  c o n s u m e r  a d v o ca te  to  b e  a p p o in te d  b y  

the  sta te  a tto rn e y  g en e ra l.

In  o th e r  d e v e lo p m e n ts ,  th e  P ro p o s it io n  103 c a s e  w a s  ab ­

se n t f r o m  th e  ca le n d a r  o f  o ra l a rg u m en ts  p o s te d  b y  th e  state 

S u p r e m e  C o u r t  fo r  F e b r u a r y ,  an  in d ica t io n  tha t th e  c o u r t  is  

u n lik e ly  to  ta k e  u p  th e  in s u ra n ce  in it ia tiv e  u n t il  a t le a s t  M a r c h .

A ls o ,  s ta te  B a n k  S u p e r in te n d e n t  H p w a r d -G o u ld  h a s  d e te r ­

m in e d  tha t .-P ro p o s itio n  103 e f f e c t i v e ly  rep e a ls  a ll  state, la w s  

k e e p in g  b a nk s o u t  o f  th e  in s u ra n ce  b u s in e s s , ,an, o p in io n  su p ­

p o r te d  b y  In s u r a n c e  C o m m is s io n e r  R o x a n i  G i l le s p ie ^

In  a le tte r to  th e  In d e p e n d e n t In su ra n ce  A g e n ts  a n d  B ro k e rs  

o f  C a lifo rn ia , C o m m is s io n e r  G il le sp ie  sa id  the  in su ra n ce  depart­

m e n t  m u s t  take  its le a d  f r o m  th e  sta te  b a n k in g  d e p a r tm e n t  w ith  

r e s p e c t  to  th e  sta tus o f  th e  fin a n c ia l c o d e  and  c a n n o t  r e je c t  a 

l i c e n s e  a p p lica t io n  f r o m  a s ta te -ch a r te re d  b a n k  o n  th e  g ro u n d s  

tha t b a n k s  c a n n o t  s e ll in s u ra n ce . A g e n ts  a rg u e d  tha t P r o p o s i­

t io n  103*3 w o r d in g  c o u ld  n o t  b e  a p p lie d  J o  th e  b a n k in g  co d e .  

C u r r e n t l y ,  tw o  sta te  b a n k s  h a v e  t ile d  fo r  an  a g e n t ’s, l i c e n s e .

1987 Auto Study Update
T h e  a u to m o b ile  re g is tra tio n  f ig u re s  o b ta in e d  f r o m  the  

F e d e ra l H ig h w a y  A d m in is tra tio n , u se d  b y  A . M .  B e s t  C o m p a n y  

to  ca lc u la te  a v e ra g e  a u to m o b ile  p re m iu m s  b y  s ta te  ( O n - L i n e  

R e p o r ts ,  P ro p e rty / C a su a lty  ed itio n , Jan ua ry  2 ,1 9 8 9 ) ,  h a v e  b een  

ch a lle n g e d  b y  s o m e  sta tes, in c lu d in g  A r iz o n a  a n d  S o u th  

C a r o l in a .  T h e  re g is tra tio n  f ig u re s  u se d  in  B e s t ’s  fo rm u la  in ­

c lu d e d  p r iva te  p a sse n g e r  a u to m o b ile s  and  c o m m e r c ia l  tax is, b u t 

n o t  s ta te -o w n e d  v e h ic le s  o r  p ic k u p  tru ck s . T h e  r e p o r t  d iv id e s  

th e  to ta l p r iv a te  p a sse n g e r  a u to  p re m iu m s  fo r  e a ch  s ta te  b y  the  

n u m b e r  o f  r e g is te re d  p a sse n g e r  v e h ic le s  re p o r te d  b y  th e  F H A .
(continued)
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A v e r a g e  A u t o m o b i l e  I n s u r a n c e  P r e m i u m s  b y  S t a t e

T he insurance premium for the 
average private passenger auto­

mobile in the United States increased 
$44.28 to $486.30 in 1987. In Massa­
chusetts, the state with the highest 
average auto premiums, tlie increase 
was $100.17, to a total of $655.72, 
while in Iowa, the state with the lowest 
average auto insurance premiums in 
1987, premiums paid there increased 
only 5% to $255.61 per registered 
automobile.

The five states with the highest 
average auto premiums in 1987 were 
Massachusetts ($655.72), New Jersey 
($634.84), California ($623.44), 
Arizona ($601.96) and Nevada 
($600.04).

One year earlier, in 1986, New 
Jersey topped the list, Alaska was 
number two and California ranked 
third. In 1986 there were 10 states with 
average premiums above the $500.00 
level. In 1987, there were 19 states 
plus the District of Columbia above 
that level, and the top five of those had 
average premiums of more than 
$600.00.

Twenty states and the District of 
Columbia had average premiums above 
the national average of $486.50, and 30 
states were below the national average.

From 1986 to 1987, the growth of 
average auto premiums increased by 
more than the national average (10.0 %) 
in 26 states. Among these, the follow­
ing seven reported increases of more 
than 15%: Washington, D.C. 
(25.2%), Massachusetts (18.0%), 
Maryland (17.9%), Indiana (17.3%), 
Hawaii (16.9%), South Dakota 
(15.4%) and Rhode Island (15.2%). 
Idaho and Oklahoma experienced in­
creases of less than 1 %, while three 
states—Wyoming, Colorado and 
Alaska—reported small declines.

Net premiums written by the U.S. 
property/casualty industry for private 
passenger auto insurance in 1987 
totaled $64.3 billion, a 11.7% increase 
over 1986. The industry experienced 
a $4.3 billion underwriting loss on this 
business, which was not overcome by 
$4.0 billion of related investment 
income.

In 1988, according to our prelim­
inary estimates, the property/casualty 
industry wrote almost $70 billion in 
private passenger auto premiums and 
had an underwriting loss of $4.7 
billion. Estimated investment income 
of $4.5 billion fell short again, leav-

, (continued o n  back)

A b o u t  This Information

This a n n u a l  A. M .  Best C o m p a n y  

report o n  average private passenger 

auto insurance p r e m i u m s  b y  state has 

been exp a n d e d  to provide m o r e  infor­

ma t i o n  Five years o f  rankings n o w  are 

shown, as well as the n u m b e r  o f  in­

surers writing in each state.

Although this report is being re­

leased nearly a  m o n t h  earlier than last 

year's study, the basic approach re­

ma i n s  unchanged. W e  divide private 

passenger auto direct p r e m i u m s  writ­

ten for each state b y  the n u m b e r  o f  

each state's registered vehicles, as 

reported b y  the Federal H i g h w a y  A d ­

ministration. P r e m i u m s  for 1 9 8 7 h ave 

b een available since M a y  f r o m  Best’s 
Executive Data Service, but auto reg­
istration tallies are not a  . J ’oble until 

D e c e m b e r .  ________

Results o f  this study can be 

distorted b y  several factors. The 

Federal H i g h w a y  Administration’s 

figures include gove r n m e n t - o w n e d  a n d  

commercial passenger vehicles (but 

not trucks, buses a n d  motorcycles).

Also skewing the averages is the 

u n k n o w n  n u m b e r  o f  registered, but not 

(continued)
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Average Automobile Insurance Premiums by State 
Ranked by 1987 Premiums per Passenger Vehicle

IM 7
Rank flu te

1M7
Average

Premium (1)
1980
Rank

1000
Average
Premium

1010
Hank

Iflflfl
Average
Premium

1004
Rank

1004
Average
Premium

10»)

Rank

1001
Avaraga
Premium

1 Massachusetts 5655 72 4 5555 55 3 5521 40 2 5400 00 3 1418 Sd

2 New Jersey 634 64 1 603 55 2 580 12 1 565 77 1 521 21

3 CaMorrue 623 44 3 568 20 4 503 65 a 423 49 8 373 03

4 Arijoru 601 96 5 553 04 7 471 30 5 423 65 12 354 35

* 5 Nevada 600 04 6 540 49 5 400 75 7 41090 5 307 9 2

6 Maryland 597 00 '0 506 34 11 423 53 11 374 20 10 350.44

•I*1T A la * * - * '. - 560 68 a * .  2 602 40 1 506 44 . -4 447 34 4 39611
0 New York 503 69 7 522 06 0 405 07 3 453 26 2 421 70

9 Washington. 0  C 579 02 15 463 13 19 385 27 20 339 10 21 301 96

10 Pennsylvania 560 97 9 5 1 209 0 465 03 8 418 70 6 384 61

• 11 Rhode Island 5 4 900 12 476 60 15 405 93 17 350 29 17 325 12

12 OeiawB/a 536 96 13 469 15 14 406 04 16 350 70 18 323 29

13 Hawaii 530 13 17 453 60 12 417 59 19 349 57 9 360 90

14 Louisiana 529 60 0 515 30 9 443 24 10 401 86 7 303 72

15 Connecticut 519 93 14 466 00 13 412 52 12 373 Ot 14 330 05

16 South Carolina 514 93 20 449 74 17 398 66 14 305 38 15 334 93

17 Michigan 509 20 11 40107 10 404 63 15 359 0 4 16 320 24

• 10 N e w  Hampshire 500 05 10 453 10 37 312 34 32 304 55 29 291 00

19 West Virginia 506 01 16 454 65 10 420 50 9 404 97 11 356 41

20 Georgia 501 14 19 450 23 22 372 06 30 305 48 30 287 10

*21 Arkansas 494 29 22 433 75 18 3 9 2 2 7 18 349 73 23 294 67

National Average 480,50 442.22 390.04 351.46 322,20

22 Texas 4 7 4 3 3 23 426 09 20 303.7e 13 372 48 13 343.32

23 Missouri 460 00 20 403 49 26 354 30 28 309 81 27 291.11

24 Minnesota 456.40 25 4 1 698 34 318 29 23 326 69 25 292.30

• 2 5 Illinois 4 3 9 4 6 24 41051 25 356 00 27 31269 19 307.75

• 26 Virginia 436 20 31 381 02 32 325.15 30 281.17 33 268.05

27 Oregon 435.09 20 396 36 28 349 60 29 306 65 20 302 22

20 Colorado 434 9 7 21 444 11 — 21 379 16 22 329.91 22 301.36

29 Florida 433.91 30 390 50 29 344.98 31 304.58 26 291.55

30 Utah 431.01 27 396.78 31 329.96 36 284 22 34 265 58

•31 Washington 430.20 29 393.86 27 351.53 25 315.99 24 293.52

32 Indiana 423.13 39 360 89 42 290 00 42 268 56 35 259.19

33 N e w  Mexico 4 1 557 32 370.17 23 368.43 24 325.97 42 246.97

34 Kentucky 409 43 35 369.37 33 321.83 43 268.25 44 241.44

• 3 5 Wisconsin 409.29 34 372.76 39 308.85 40 279.96 43 245.93

36 Nonh Carolina 400.42 30 362.36 35 315.75 35 285.78 46 239.36

•37 Vermont 4 0 5 3 6 37 363.97 38 310.66 33 291.12 36 250.85

30 Montana 405.22 33 372.96 24 360.36 26 314.46 40 240.41

39 Oklahoma 370.26 36 360.85 30 342.47 21 332.78 28 291.09

40 Kansas 369.14 41 345.19 36 312.50 34 286.14 31 281.70

•41 Maine 364.59 43 332.83 43 296.71 37 263.48 37 258.60

42 Ohio 350.04 44 327 01 45 279.39 44 260.60 47 237.31

•43 Nebraska 340.27 45 323.98 44 288.02 41 269.25 38 257.63
44 Idaho 345.66 42 344.30 41 300 43 45 256.61 39 248.71

45 Wyoming 345.02 40 347.91 — 40 307.51 39 281.05 32 277.50
•46 Mississippi 331.16 47 297.25 47 271.02 46 250.53 45 240.34

•47 Tennessee 320.30 48 292.49 48 261.15 48 235.82 49 215.07
40 Norlh Dakota 320.23 46 307.13 46 278.07 47 243.00 41 247.64

•49 Alabama 306.73 49 278.46 49 260.63 50 224.10 51 200.24

50 South Dakota 295.00 50 255.77 50 231.24 51 213.47 50 208.66

•51 Iowa 255.61 51 243.95 51 214.84 49 229.89 48 222.18

• Indcaies stnlos which did not have compulsory auto insuranca laws in 1987, according lo the Insurance Information Institute 
Note: Vanoui lectors may skew results; see ted lor explanation ol how figures aro calculated.

insured, vehicles. Several states still do 
not mandate coverage, and others have 
varying degrees of registered, but il­
legally operated uninsured cars. Also 
affecting the averages are different

states’ requirements for minimum 
limits of coverage.

It should Be noted that each year 
the A.M. Best Company and the 
Federal Highway Administration both

adjust figures published in prior 
reports to ensure that the best currently 
available information is reported. 
These adjustments could change rank­
ings reported in prior years’ reports.
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Growth of Average Auto Premiums 
Five Years, Ety State

S O/17
O r ow lh
R a n k Stata

86/87
Grow th
Percent

88/88
Grow th
Percent

84/89
Grow th

Percent

83/94
Grow th
Percent

62/83
Grow th
Percent

82/87
Grow th
Percent

N u m b e r  of  C o m p a n ie s  
W riting In  8tete 

19 8 7  .190 8  N et C h a n g o
1 W ash. D  C 2 5 2 0 20.21 13 .8 1 12 .30 14.37 119 .6 2 16 6 178 - 1 2
2 Massachusetts 18 0 3 6 5 5 6.85 17 .14 9.08 71.7 0 169 170 - 1
3 Maryland 1 7 9 2 1 9 5 5 1 3 .18 4 98 1 1 .9 2 87.48 263 262 1
4 Indiana 17  25 2 1.0 7 10 .99 3 .62 14 4 3 86.80 353 356 - 3
5 Haw aii 1 8 8 7 8 6 2 19.46 - 3 .1 4 - 1 .0 9 45.28 105 103 2

6 South Dakota 15 .3 7 10 .6 1 8.32 2.30 3.74 46.70 209 2 18 - 9
7 R h o d e  Island 1 5 .1 9 17 .4 1 15  88 7.74 8.02 82.40 177 179 -2
a South Carolina 14 .50 12 .7 6 9 .16 9 .09 9 .39 6 8 .17 184 19 1 - 7
9 Delaware 14.45 14 .98 16 .3 5 8.48 9.06 8 1 .1 5 187 185 2
10 Virginia 14.24 17 .43 15 .64 4.58 8.00 7 1.9 8 283 277 6
1 1 Missouri 14 .22 13 .8 6 14 .38 6.42 10.45 74.87 324 328 - 4
12 Arkansas 13 .96 10 .5 8 1 2 .1 6 18 .6 8 12 .85 89.29 251 257 -6
13 North Carolina 12 .7 1 14 .78 10.49 19 .3 9 13 .59 93.82 2 16 225 - 9
14 New  Ham pshire 12 .3 1 45.07 2 .56 4.65 11.02 94.14 164 170 -6
15 Tennessee 1 2 2 7 12.00 10.74 9 .65 8.93 66 .31 3 16 3 12 4
16 New  York 1 1 .8 1 7.62 7.02 7.48 9 .59 5 1.6 8 259 270 - 1 1
17 Connecticut 1 1 .5 5 12 .9 9 10 .5 9 11.00 9 .89 70.02 2 16 226 - 1 0
16 West Virginia 1 1 .4 7 6.59 5.33 13 .6 3 3.40 47.03 19 8 199 - 1
19 Mississippi 1 1 .4 1 9.68 8 .18 4.24 1 1 .2 6 53.30 267 267 0
20 Vermont 1 1 .3 7 17 .1 6 6 .7 1 12 .46 -0 .9 7 55.08 17 0 18 1 - 1 1

21 Texas 1 1 .3 2 1 1 .0 3 3.03 8.49 10 .6 5 52.87 403 405 - 2
22 Georg ia 1 1 .3 1 21.01 21 .ec 6 .37 1 1 .9 9 95.43 336 331 5
23 Florida 1 1 . 1 2 1 3 .19 13 .2 7 4.47 10.41 64.31 370 365 5
24 Pennsylvania 1 1 . 1 1 10 .12 1 1 .0 5 8.86 7 44 58.94 234 294 - 10
25 Kentucky 10 .8 5 14 .77 19 .9 7 1 1 . 1 1 6.72 80.97 283 286 - 3
26 Alabam a 1 0 .1 5 6.84 16 .30 1 1 .9 2 5.05 60.91 283 294 - 1 1
27 New Mexico 9 .89 2.64 13 .03 3 1 .9 9 7.45 80.80 246 250 - 4
28 Wisconsin 9 .80 20.69 10 .3 2 13.84 7.09 78.23 3 1 1 3 10 1
29 Oregon 3 .77 13 .3 5 14 .03 1.4 6 3 .79 49.43 257 265 -8
30 California 9 .72 12 .82 18 .9 3 13 .28 4.36 74.05 374 375 - 1

31 M aine 9.54 12 .18 4.67 9.58 6.27 49.78 185 184 1
32 Minnesota 9.47 3 1 .0 1 - 2 .5 7 1 1 .7 7 2.35 59.84 284 287 - 3
33 W ashington 9 .23 12.04 11 .2 4 7.65 3.83 5 2 .17 274 268 6
34 N evada 9.20 1 0 .1 7 19.04 8.01 0.90 56.08 207 2 16 - 9
35 Arizona 8 .69 17.49 1 1 .2 7 19 .5 6 17 .52 99.63 299 297 2

36 M ontana 8.65 3 .50 14 .59 26.59 - 1 .5 4 60.61 19 0 195 - 5
37 Utah 8.63 20.25 16 .0 9 7.02 5.81 7 1.7 2 220 227 - 7
38 Nebraska 7.50 12.48 6.97 4.51 4 .18 40.84 254 251 3
39 O h io 7.29 17 .05 7 .21 9.82 4.88 55.05 346 343 3
40 Kansas * 6.94 10.46 9 .2 1 1.5 7 5.95 38.83 276 284 -8
41 North Dakota 6 .87 10.45 14.43 - 1 .8 7 2.66 36.07 2 11 221 - 1 0
42 M ichigan 5 .86 18.89 12 .7 0 9.39 6.92 65.88 236 251 - 1 5
43 New  Jersey 5 .19 4.04 2.54 8.55 14 .33 39.25 2 13 228 - 1 5
44 Illinois 5.00 17 .56 13 .8 5 1 .6 1 5 .53 50.70 384 380 4
45 Iowa 4.78 13 .55 - 6 .5 5 3.47 -3 .0 0 1 1 .5 9 290 298 -8
46 Louisiana 2 .77 16 .28 10 .3 0 4.73 4 .11 43.70 3 19 320 - 1
47 Idaho 0 .39 14.60 17 .0 7 3 .18 7.55 49.47 2 11 222 - 1 1
48 Ok lahom a 0.39 7.70 2 .9 1 14 .32 15 .73 47.22 286 281 5
49 W yom ing -0 .8 3 13 .14 9.42 1.2 8 5.00 30.55 17 6 17 3 3
50 Colorado -2 .0 6 1 7 .1 3 14 .93 9.47 5.01 5 1 .5 6 303 302 1

- 2 .2 5 1 .1 8 3 3 .1 1 12 .9 3 124 ’ 12 8 _
N a t io n a l A varaga 10.01 i S S T 9.08 7.99 63.06 1,120 1,0 97

No(a: Vtnoui Isdoi* m*y sXrw results: see Kxt lot expisnstxw of how figure* a/a cifcuiaiad.



BEST.'S INSURANCE MANAGEMENT REPORTS --------------
v

in g  a n o th e r  o p e ra tin g  loss .

N e w ly  in c lu d e d  in  th is  a nnua l 

re p o rt o n  auto  in su ra n ce  is the  n u m b e r  

o f  in su ra n ce  co m p a n ie s  w ritin g  in  ea ch  

sta te . D u r in g  1987, a  n e t o f  15 c o m ­

p a n ie s  ce a se d  w r it in g  p r iva te  p a sse n ­

g e r  a u to m o b ile  in s u ra n ce  in  e a ch  o f  

N e w  J e r s e y  and  M ic h ig a n ;  12 c o m p a ­

n ie s  le f t  W a s h in g to n ,  D , C .  a nd  11 

p u lle d  o u t  o f  N e w  Y o r k ,  V e r m o n t ,  

A la b a m a  and Idaho . In  a ll, the D is t r i c t  

o f  C o lu m b ia  a n d  32  sta tes h ad  a n e t  ■ 

lo s s  o f  in su re rs  w r it in g  auto  b u s in e ss  

and  17 sta tes h a d  a  n e t g a in  o f  n e w  in ­

su re rs . M is s is s ip p i h ad  n o  n e t ch a n g e .

In  1987 th e re  w e re  1 ,120 in d iv id ­

ual in s u ra n ce  c o m p a n ie s  w r it in g  p ri-  

va te^ p a sseo g e r .a u to  in s u ra n ce  in  th e  

U n ite d  S ta te s , a lth o u g h  a n u m b e r  o f  

these  w e re  su b s id ia ries  o f  g ro u p s . T h e  

n u m b e r  o f  g ro u p s  w r it in g  p r iva te  pas­

se n g e r  au to  in s u ra n ce  to ta led  544 .

F o r  c o n s u m e r s  in  s e v e ra l sta tes, 

p r iv a te  p a sse n g e r  a u to m o b ile  in s u r ­

a n c e  p re m iu m s  r e a ch e d  a c r i s is  le v e l 

in  1987. R a te s  had  b e e n  in cre a s in g  fo r  

y e a rs , b u t  th e  h ig h  p r i c e  o f  in s u ra n ce  

m o v e d  C a lifo rn ia n s  to  a c t io n  as d r ive rs  

d is p la y e d  th e ir  o u tra g e  a n d  a n g e r  to ­

w a rd  in s u ra n ce  co m p a n ie s ,  sta te  and  

fed e ra l leg is la to rs  and  e v e n  e a ch  o th e r  

as th e y  so u g h t to  ch a n g e  th e  s y s te m  in  

1988. (I r o n ica lly ,  C a l i f o r n ia ’s a vera g e  

p r e m iu m  g ro w th  w a s  lo w e r  than  the  

n a tio n a l a ve ra g e  in  19 87 , a lb e it  u p  

7 4 %  o v e r  f iv e  y e a r s . )

T h e  in s u ra n ce  in d u s t r y ’s  o w n  

fru s tra tio n s , h o w e v e r ,  w e r e  n e v e r  

m o r e  e v id e n t  than  in  th e  r e c e n t  

C a l i f o r n ia  e le c t io n s ,  w h e n  o v e r^ h a lf.. 

the sta te ’s v o te rs  a p p ro v e d  P ro p o s itio n  

103. T h e  in s u ra n ce  in d u s tr y  sp e n t  

m o r e  than S 5 0  m il l io n  to  in f lu e n c e  

v o te r s ,  y e t  fa ile d  to  ju s t i f y  p r e m iu m

ra tes w h i c h  a re  in c r e a s in g  fa s te r  than  

the  o v e ra ll  c o s t  o f  l iv in g .

C o n s u m e r  g ro u p s  h a v e  p ro m is e d  

to  e x p o r t  th e  P ro p o s i t io n  103 m o v e ­

m e n t  to  o th e r  sta tes w h e re  c o n s u m e r  

u n re s t  o v e r  a u to  in s u ra n ce  ra tes  c o u ld  

m a k e  v o te r s  r e c e p t iv e  to  su p p o r tin g  

lim ita tio n s  o n  the  p r i c e  o f  in s u ra n ce .

In s u re rs  a re  ta k in g  th is  s e r io u s ly , 

e s p e c ia lly  in  sta tes lik e  C a l i fo r n ia  

w h e r e  ra tes  in  m e tro p o l ita n  areas a re  

sh a rp ly  h ig h e r  tha n  in  o u t ly in g  d is ­

tr ic ts .

A s  s o m e  in su re rs  le a v e  the  C a l i ­

fo rn ia  a u to  m a rk e t, th e  a s p e c t  o f  d r i v ­

in g  a w a y  in su re rs  c o u ld  b e c o m e  a 

m o r e  s e r io u s  c o n c e r n  fo r  v o te r s  a n d  

le g is la to rs  to  c o n s id e r .  B u t  f o r  m a n y  

p e o p le  and  m a n y  in su re rs  in  a  n u m b e r  

o f  sta tes, th e  p r i c e  o f  a u to  in s u ra n ce  

has b e c o m e  a m a jo r  p u b l i c  is su e  tha t 

ju s t  w il l  n o t g o  a w a y . □

Copyright 4 1989 by A M  Best Company. Inc.. All rights reserved. Printed in the U S A



,CTT3 n

k

D E P A R T M E N T  O F  C O M M E R C E  &  
E C O N O M I C  D E V E L O P M E N T

DIVISION O F  INSURANCE

February 14, 1989

STEVE COWPER, GOVERNOR

P. 0. BOX D
JUNEAU, ALASKA 99811-0800 
PHONE: (907) 465-2515

Honorable Richard Shultz 
House of Representatives 
P.O. Box V 
Juneau, AK 99811

Dear Representative Shultz:

I have been asked to respond to your questions concerning automobile 
premiums as well as Alaska's basic limits for automobile insurance.
The reason the basic limits have continued to change is because of the 
purchasing power of the dollar. The limits have been adjusted twice 
from their 1959 level of October 29, 1985 due to inflation. The rates 
were changed to 15/30/5 in 1966 as inflation dropped the dollar value 
and were adjusted again in 1975 to the current level of 25/50/10. 
Exhibits A and B show the purchasing power of the dollar limits from 
1959 through 1983 arid with the subsequent basic limits changes.

Exhibit C shows the basic auto insurance limits for all 50 states, the 
District of Columbia and the Canadian provinces. As you can see, 
Alaska's basic rates are the highest in the nation. Southern states 
tend to have the lowest rates.

Exhibit D is a ten-year history both private passenger and commercial 
auto premiums collected nationwide along with the annual percentage of 
change and the combined ratio for each year. The combined ratio 
measures the relationship between premiums and company expenses and 
claims losses. A combined ratio above 100 means that for every $100 
paid in premiums, more than $100 went to expenses and claims losses. 
The chart shows a gradual rise in the combined loss ratio for liab il ­
ity insurance until 1985 when i t  leveled off. The physical damage 
loss ratio has continued to drop from a high of 100.6 in 1984.

Exhibit E is a state by state comparison of all auto premiums written 
by state for 1987. Alaska ranks 46th nationally in total premiums 
written.

Exhibit F compares the cost of an average automobile insurance policy 
per state-for the years 1983 through 1987. Alaska is only one of 
three states in which the cost of a policy declined in 1987. The 
other two were Colorado and Wyoming.



Honorable Richard Shultz -2- February 14, 1989

Exhibit 6 shows the growth of average premiums by state for the last 
five years. I t  also shows the number of companies writing in d if­
ferent states for 1986 and 1987. Exhibit H further expands on the 
number of companies as i t  shows 1982 figures and the net change since 
then. Alaska has lost eight companies since 1982.

I f  you have any questions, please don't hesitate to call Bob Sims of 
the Alaska Division of Insurance, 465-2517.

JJ/sa4865s
21389a

Enclosures

cc: Representative Davie Donley
Representative Kay Wallis
Linda Wild, Special Assistant to Commissioner, DCED 
Joan Brown, Administrative Officer

Sincerely,

Jim Jordan 
Deputy Director



In v i e w  o f  t h e  i n t e r e s t  b e i n g  e x p r e s s e d  b y  a n u m b e r  o f  

p e r s o n s  in r e v i e w i n g  the l i m i t s  o f  l i a b i l i t y  r e q u i r e d  b y  the 
A l a s k a  S a f e t y  R e s p o n s i b i l i t y  A c t  ( f i n a n c i a l  r e s p o n s i b i l i t y  law) 
the D i v i s i o n  o f  I n s u r a n c e  h a s  u p d a t e d  e x h i b i t s  o r i g i n a l l y  
p r e p a r e d  w h e n  the l i m i t s  w e r e  l a s t  r e v i s e d  in 1975.

E X H I B I T  A  r e f l e c t s  t h e  p u r c h a s i n g  p o w e r  o r  v a l u e  o f  the d o l l a r  
b a s e d  on the a n n u a l  a v e r a g e  v a l u e  as m e a s u r e d  b y  c o n s u m e r  p r i c e s .  
T h e  b a s e  y e a r  u t i l i z e d  is 1 9 5 9 ,  t h e  y e a r  o f  A l a s k a  S t a t e h o o d .
T h e  i n d i c e s  u s e d  w e r e  d e v e l o p e d  b y  the U. S. B u r e a u  o f  L a b o r  
S t a t i s t i c s .  C o l u m n  (3) s h o w s  the l i m i t s  o f  l i a b i l i t y  f o r  b o d i l y  
i n j u r y  a p p l i c a b l e  to the p a r t i c u l a r  y e a r .  C o l u m n  (5/ d o e s  the 
s a m e  f o r  p r o p e r t y  d a m a g e .  T h e  f i g u r e s  for 19 8 2  a n d  1 9 8 3  a r e  
p r o j e c t i o n s  a n d  a r e  n o t  firm.

E X H I B I T  B i s  t h e  s a m e  c o n c e p t  as E X H I B I T  A  e x c e p t  i t  u s e s  t h e  
d a t e  o f  l a s t  c h a n g e  o f  l i m i t s  as the b a s e  y e a r  a n d  t h u s  u s e s  
a s h o r t e r  s p a n  o f  y e a r s .

E X H I B I T  C is a n  e x c e r p t  f r o m  t h e  F C & S  B U L L E T I N S  p u b l i s h e d  b y  the 
N a t i o n a l  U n d e r w r i t e r  C o m p a n y  o f  C i n c i n n a t i ,  O h i o .  I t  d e p i c t s  t h e  

c u r r e n t  (as o f  J a n u a r y  1983) l i m i t  o f  l i a b i l i t y  f o r  e a c h  s t a t e  o f  
t h e  U n i t e d  S t a t e s  a n d  f o r  e a c h  p r o v i n c e  in C a n a d a .

M a r c h  1, 1 9 8 3  

D i v i s i o n  o f  I n s u r a n c e
D e p a r t m e n t  o f  C o m m e r c e  & E c o n o m i c  D e v e l o p m e n t  
S t a t e  o f  A l a s k a



E X H I B I T  A

PURCHASING POWER OF FINANCIAL RESPONSIBILITY LAW LIMITS USING 1959

(s tatehood) AS BASE YEAR

(1) (2) (3) (4) (5) (6)

Year Purchasing B.I. Limit3 Purchasing P.D. Limit Purchas:

Power indx (000) Power of (3) (000) Power o

1959 1.000 10/20 10000/20000 5 5000

1960 .984 10/20 9840/19680 5 4920

1961 .975 10/20 9750/19500 5 4875
1962 .964 10/20 9640/19280 5 4820
1963 .953 10/20 9530/19060 5 4765
1964 .940 10/20 9400/18800 5 4700
1965 .924 10/20 9240/18480 5 4620
1966 .899 10/20 8990/17980 5 4495
1966 .899 15/30 134 85/269"0 5 4495
1967 .873 15/30 13095/26190 5 4365

1968 .838 15/30 12570/25140 5 4190
1969 . 796 15/30 11940/23880 5 3980
1970 . 751 15/30 11265/22530 5 3755
1971 .720 15/30 10800/21600 5 3600
1972 .698 15/30 10470/20940 5 3490
1973 .657 15/30 9855/19710 5 3285
1974 .587 15/30 8805/17610 5 2935
1975 .542 15/30 8130/16260 5 2710
1975 .542 25/50 13550/27100 10 5420
1976 .512 25/50 12800/25600 10 5120
1977 .481 25/50 12025/24050 10 4810
1978 .447 25/50 11175/22350 10 4470
1979 .402 25/50 10050/20100 10 4020
1980 . 355 25/50 8875/17750 10 3550
1981 .325 25/50 8125/16250 10 3250
1982est. . 310 25/50 7750/15500 10 3100
1983est. .295 25/50 7375/14750 10 2950

Proposals

1983est. .295 50/100 14750/29500 25 7375
19 83est .295 100/200 29500/59000 25 7375

Prepared by : Alaska Division O f Insurance
Based on U.S. Bureau of Labor Statistics
D a t e :  M a r c h  1, 1 9 8 3



E X H I B I T  B

P U R C H A S I N G  P O W E R  O F  F I N A N C I A L  R E S P O N S I B I L I T Y  L A W  L I M I T S  U S I N G  1 9 7 5  (date 
o f  l a s t  c h a n g e  i n  f i n a n c i a l  r e s p o n s i b i l i t y  l a w  l i m i t s )  AS B A S E  Y E A R

(1) (2) (3) (4) (5) (6)
Y e a r P u r c h a s i n g  

P o w e r  I n d x
B. l .  L i m i t s  

(000)
P u r c h a s i n g  
P o w e r  o f  (3)

P . D .  L i m i t  
(000)

P u r c h a s i n g  
P o w e r  o f  (5)

1 9 7 5 1 . 0 0 0 2 5 / 5 0 2 5 0 0 0 / 5 0 0 0 0 10 1 0 0 0 0
19 7 6 .945 2 5 / 5 0 2 3 6 2 5 / 4 7 2 5 0 10 9 4 5 0
1 9 7 7 .887 2 5 / 5 0 2 2 1 7 5 / 4 4 3 5 0 10 8 8 7 0
1 9 7 8 .824 2 5 / 5 0 2 0 6 0 0 / 4 1 2 0 0 10 8 2 4 0
1979 .74 2 2 5 / 5 0 1 8 5 5 0 / 3 7 1 0 0 10 7 4 2 0
19 8 0 .654 2 5 / 5 0 1 6 3 5 0 / 3 6 7 0 0 10 6 5 4 0
1 9 8 1 .599 2 5 / 5 0 1 4 9 7 5 / 2 9 9 5 0 10 5 9 9 0
1 9 8 2 e s t .  .572 2 5 / 5 0 1 4 3 0 0 / 2 8 6 0 0 10 5 7 2 0

P r e p a r e d  by: A l a s k a  D i v i s i o n  o f  I n s u r a n c e  

B a s e d  o n :  u.S. B u r e a u  o f  L a b o r  S t a t i s t i c s
D a t e :  M a r c h  1, 1 9 8 3



EXHIBIT IV CHART 1 

AUTOMOBILE FINANCIAL RESPONSIBILITY/COMPULSORY LIMITS

L IA B IL IT Y L IA B IL IT Y
S T A T E L IM IT S * S TA TE L IM IT S -

ALABAMA 2 0 /4 0 /1 0 RHOOE ISLAND 2 5 /5 0 /1 0
ALASKA 5 0 /1 0 0 /2 5 SOUTH CAROLINA 1 5 /3 0 /5
ARIZONA 1 5 /30 /1 0 SOUTH DAKOTA 2 5 /5 0 /2 5
ARKANSAS 2 5 /5 0 /1 5 TENNESSEE 2 0 /4 0 /1 0
CALIFORNIA 1 5 /3 0 /5 TEXAS 2 0 /4 0 /1 5
COLORADO 2 5 /5 0 /1 5 UTAH 2 0 /4 0 /1 0
CONNECTICUT 2 0 /4 0 /1 0 VERMONT 2 0 /4 0 /1 0
DELAWARE 1 5 /3 0 /1 0 VIRGINIA 2 5 /5 0 /1 0
DISTRICT OF COLUMBIA 2 5 /5 0 /1 0 WASHINGTON 25 /5 0 /1 0
FLORDIA 10/20 /0 5 WEST VIRGINIA 2 0 /4 0 /1 0
GEORGIA 1 5 /3 0 /1 0 WISCONSIN 2 5 /5 0 /1 0
HAWAII 35/UNLIMITED/10 WY0MN3 2 5 /5 0 /2 0
IDAHO 2 5 /5 0 /1 5
ILLINOIS 2 0 /4 0 /1 5 C AN AD A
INDIANA 2 5 /5 0 /1 0
IOWA 2 0 /4 0 /1 5 ALBERTA $200,000
KANSAS 2 5 /5 0 /1 0 INCLUSIVE"
KENTUCKY 10/20 /0 5 BRITISH COLUMBIA $200,000
LOUISANA 1 0 /2 0 /1 0 INCLUSIVE"
MAINE 2 0 /4 0 /1 0 MANITOBA $200,000
MARYLAND 2 0 /4 0 /1 0 INCLUSIVE"
MASSACHUSETTS 1 0 /20 /0 5 NEW BRUNSWICK $200,000
MICHIGAN 2 0 /4 0 /1 0 INCLUSIVE"
MINNESOTA 2 0 /6 0 /1 0 NEWFOUNDLAND $200,000
MISSISSIPPI 1 0 /20 /0 5 IN C LIS IVE"
MISSOURI 2 5 /5 0 /1 0 N.W. TERRITORIES $200,000
MONTANA 2 5 /5 0 /5 INCLUSIVE"
NEBRASKA 2 5 /5 0 /2 5 NOVA SCOTIA $200,000
NEVADA 15 /3 0 /1 0 INCLUSIVE"
NEW HAMPSHIRE 2 5 /5 0 /2 5 ONTARIO $200,000
NEW JERSEY 1 5 /3 0 /5 INCLUSIVE"
NEW MEXICO 2 5 /5 0 //1  0 PRINCE EDWARD ISLAND $200,000
NEW Y O R K - 1 0 /20 /0 5 INCLUSIVE"
NORTH CAROLINA 2 5 /5 0 /1 0 Q U E B E C — * $200,000
NORTH DAKOTA 2 5 /5 0 /2 5 INCLUSIVE"
OHIO 1 2 .5 /25 /7 .5 SASKATCHEWAN $200,000
OKLAHOMA 1 0 /2 0 /1 0 INCLUSIVE"
OREGON 2 5 /5 0 /1 0 YUKON $200,000
PENNSYLVANIA 1 5 /3 0 /5 INCLUSIVE"

* • THE FIRST T W O  FIGURES REFER TO BODILY INJURY LIABILITY LIMITS AND THE THIRD FIGURE TO PROPERTY DAMAGE 
LIABILITY. FOR EXAMPLE, 10/20/5 MEANS COVERAGE UP TO $20,000 FOR ALL PERSONS INJURED IN AN ACCIDENT.
SUBJECT TO A LIMIT OF $10,000 FOR ONE INDIVIDUAL, AND $5,000 COVERAGE FOR PROPERTY DAMAGE.

"  • -INCLUSIVE’ MEANS THAT AMOUNT OF LIABILITY INSURANCE SHOWN IS AVAILA8LE TO SETTLE EITHER BODILY INJURY 
OR PROPERTY DAMAGE CLAIMS • OR BOTH. WHEN A CLAIM INVOLVING BOTH BODILY INJUTY AND PROPERTY 0AMAGE REACHES 
THE -INCLUSIVE* LIMIT. PAYMENT FOR PROPERTY DAMAGE IS LIMITED TO $20,000 IN BRITISH COLUMBIA. MANITOBA.
NEW BRUNSWICK AND NEWFOUNDLAND. AND TO $10,000 IN THE OTHER TERRITORIES HAVING -INCLUSIVE" LIMITS.

—  • 50/100 IN CASES OF WRONGFUL DEATH

" "  • QUEBEC HAS A COMPLETE NO-FAULT SYSTEM FOR BODILY INJURY CLAIMS. SCALED DOWN FOR NON-RESIDENTS IN 
PROPORTION TO THEIR DEGREE OF FAULT. THE $50,000 LIMIT RELATES TO LIABILITY FOR PROPERTY DAMAGE IN QUEBEC 
AND TO LIABILITY FOR BODILY INJURY AND PROPERTY DAMAGE OUTSIDE QUEBEC.

SOURCES: AMERICAN INSURANCE INSTITUTE; INSURANCE BUREAU OF CANADA;
INSURANCE INFORMATION INSTITUTE



EXH IB IT  I C H A R T  3

A U T O M O B I L E  L IA B I L I T Y  I N S U R A N C E  1 9 7 8  -  1 9 8 7  
(000's  O m it t e d )

P R I V A T E  P A S S E N G E R  C O M M E R C I A L

W R IT T E N A N N U A L  % C O M B I N E D W R IT T E N A N N U A L  % C O M B I N E D
Y E A R P R E M I U M S O F  C H A N G E R A T I O * P R E M I U M S O F  C H A N G E R A T I O *

1 9 7 8 $ 1 6 ,0 4 7 ,7 5 5 9 8 .3 $ 4 ,3 3 5 ,2 3 2 9 9 .3
1 9 7 9 $ 1 7 ,3 8 5 ,4 4 4 8 . 3 % 10 0 .8 $ 4 ,7 1 6 ,9 0 3 8 . 8% 1 0 4 .4
1 9 8 0 $ 1 8 ,5 9 0 ,3 7 ” 6 . 9 % 10 2 .6 $ 4 ,7 2 8 ,9 1 3 0 . 3 % 1 0 9 . 1
1 9 8 1 $ 1 9 ,6 4 9 ,9 1 2 5 . 7 % 1 0 8 .9 $ 4 ,7 4 5 ,2 6 2 0 . 3 % 1 1 7 . 5
1 9 8 2 $ 2 1 ,4 8 7 ,4 6 8 9 . 4 % 1 1 0 . 1 $ 4 ,7 3 8 ,9 7 8 - 0 . 1 % 1 2 5 . 6

1 9 8 3 $ 2 3 ,3 4 9 ,9 3 9 8 . 6% 1 1 1 . 1 $ 4 ,7 3 6 ,1 2 8 - 0 . 1 % 1 3 2 . 1
1 9 8 4 $ 2 4 ,8 0 9 ,3 8 2 6 . 3 % 1 1 2 . 8 $ 5 ,4 0 7 ,2 8 1 1 4 . 2 % 1 4 2 .4
1 9 8 5 $ 2 8 ,2 4 3 ,8 8 2 1 3 . 8 % 1 1 8 . 9 $ 7 ,8 4 2 ,7 8 9 4 5 . 0 % 1 2 6 .3
1 9 8 6 $ 3 2 ,9 7 2 ,9 2 0 1 6 . 7 % 1 1 7 . 9 $ 1 1 , 1 0 8 ,0 0 2 4 1 . 6 % 1 1 1 . 6
1 9 8 7 $ 3 7 ,4 4 9 ,1 3 4 1 3 . 6 % 1 1 6 . 1 $ 1 1 ,7 5 5 ,4 4 4 5 . 8 % 1 0 7 . 1

* - B E F O R E  D IV ID E N D S  T O  P O L IC Y H O L D E R S .  T H E  C O M B IN E D  R A T IO  M E A S U R E S  T H E  R E L A T IO N S H IP  B E T W E E N  
P R E M IU M S  A N D  IN S U R A N C E  C O M P A N Y  E X P E N S E S  A N D  C L A IM  L O S S E S .  A  C O M B IN E D  R A T IO  A B O V E  10 0  M E A N S  
T H A T  F O R  E V E R Y  $ 10 0  P A ID  IN  P R E M IU M S . M O R E  T H A N  $ 10 0  W E N T  T O  E X P E N S E S  A N D  C L A IM  L O S S E S .

A U T O M O B I L E  P H Y S I C A L  D A M A G E  I N S U R A N C E  1 9 7 8  -  1 9 8 7  
(000*9 O m it t e d )

P R I V A T E  P A S S E N G E R  C O M M E R C I A L

W R IT T E N A N N U A L  % C O M B I N E D W R I T T E N A N N U A L  % C O M B I N E D
Y E A R P R E M I U M S O F  C H A N G E R A T I O * P R E M I U M S O F  C H A N G E R A T I O *

1  9 7 8 $ 1 0 ,5 4 0 ,7 1 8 9 5 .9 $ 2 ,2 9 4 ,1 9 5 8 9 .5
1 9 7 9 $ 1 1 ,9 0 9 ,4 0 8 1 3 . 0 % 1 0 0 .3 $ 2 ,6 2 8 ,2 9 3 1 4 . 6 % 9 3 .6
1 9 8 0 $ 1 3 ,0 8 6 , 1 5 0 9 . 9 % 9 6 .6 $ 2 ,7 4 6 ,8 5 3 4 . 5 % 9 5 .9
1 9 8 1 $ 1 4 ,0 3 3 ,3 7 0 7 . 2 % 9 8 .6 $ 2 ,7 1 3 ,9 1 9 - 1 . 2 % 9 9 .8
1 9 8 2 $ 1 5 ,2 9 2 ,0 7 0 9 . 0 % 1 0 1 . 4 $ 2 ,7 1 3 ,4 1 7 0 . 0% 1 0 6 . 1

1 9 8 3 $ 1 6 ,9 7 4 ,3 0 4 1 1 . 0% 9 6 .3 $ 2 ,7 7 3 ,1 9 9 2 . 2 % 1 0 5 .9
1 9 8 4 $ 1 0 ,4 9 7 ,7 6 9 9 . 0 % 100 .6 $ 3 ,2 6 8 ,0 3 5 1 7 . 8 % 1 1 0 . 9
1 9 8 5 $ 2 1 , 1 8 0 ,5 8 3 1 4 . 5 % 9 8 .9 $ 4 ,0 6 6 ,1 3 8 2 4 . 4 % 9 7 . 1
1 9 8 6 $ 2 4 ,1 9 8 ,8 9 1 1 4 . 3 % 9 3 .6 $ 5 , 1 0 6 ,6 1 5 2 5 . 6 % 8 2 . 1
1 9 8 7 $ 2 6 ,8 3 8 ,1 9 3 1 0 . 9 % 8 9 .7 $ 5 , 1 5 7 , 1 9 8 1 . 0 % 7 9 .4

* - B E F O R E  D IV ID E N D S  T O  P O L IC Y H O L D E R S .  T H E  C O M B IN E D  R A T IO  M E A S U R E S  T H E  R E L A T IO N S H IP  B E T W E E N  
P R E M IU M S  A N D  IN S U R A N C E  C O M P A N Y  E X P E N S E S  A N D  C L A IM  L O S S E S .  A  C O M B IN E D  R A T IO  A B O V E  10 0  M E A N S  
T H A T  F O R  E V E R Y  $ 10 0  P A ID  IN  P R E M IU M S , M O R E  T H A N  $ 10 0  W E N T  T O  E X P E N S E S  A N D  C L A IM  L O S S E S .

S O U R C E :  A .M . B E S T  C O M P A N Y  I N C . ,  B E S T ’ S  A G G R E G R A T E S  &  A V E R A G E S
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EXHIBIT I CHART 4

AUTOMOBILE DIRECT WRITTEN PREMIUMS BY STATE IN 1987 
(000's Omitted)

1 I

P R IV A T E  P A S S . P R IV A T E  P A S S . C O M M E R C IA L C O M M E R C IA L
A U T O M O B IL E A U T O M O B IL E A U T O M O B IL E A U T O M O B IL E T O T A L  A L L

S T A T E L IA B IL IT Y P H Y S . D M O . L IA B IL IT Y P H Y S . D M G , L IN E S  O F  IN S .

A LA B A M A $362,830 $440,933 $172,313 $00,348 $2,596,553
A LA S K A $77,451 $53,713 $26,091 $7,634 $622,144
A R IZO N A $666,115 $358,017 $163,084 $62,161 $2,666,487
A R K A N S A S $244,691 $214,488 $118,980 $49,818 $1,506,961
C A L IF O R N IA $6,071,104 $3,633,943 $1,491,732 $591,341 $28,716,912
C O LO R A D O $576,600 $385,492 $137,786 $69,784 $2,545,997
C O N N E C T IC U T $700,939 $486,933 $245,899 $97,946 $3,981,176
DELA W A RE $127,704 $75,486 $45,547 $17,204 $617,343
D IS T . O F  C O L U M B IA $86,439 $56,072 $26,244 $0,383 $710,662
a O R D IA $2,344,836 $1,319,107 $762,260 $271,563 $10,114,380
G E O R G IA $1,049,085 $746,489 $358,019 $133,318 $5,024,804
HA W A II $214,419 $103,215 $59,659 $17,661 $988,689
ID A H O S113.529 $85,080 $36,501 $20,926 $620,237
ILL IN O IS $1,431,029 $1,281,837 $517,547 $231,104 $9,577,137
IN D IA N A $621,134 $534,696 $253,767 $147,099 $3,450,920
IOW A $262,901 $229,723 $124,226 $65,606 $1,827,819
K A N S A S  - • $283,343 $263,340 $110,906 $67,370 $1,022,168
K EN TUCKY $411,862 $321,404 $121,347 $78,644 $2,158,147
L O U IS IA N A •• $641,071 • ‘  $381,602 $253,264 $62,894 $3,263,090
M AINE'! Ji>S -  . r 
**.. * ■ u r\ -  ;  -  r.

$125,680
t ’ '.i * :. -  _ •

• Y P f f  $124,016 ■ r '$64,756 $33,629 $972,107

M A RY LA ND
«. . *« .

$1,099,115
v. . r. - »

$517,692
’ ^ . . . 

$288,969 $104,817 $4,024,508
M A S S A C H U S ET T S $1,240,909 $975,290 $372,267 $202,714 $6,318,505
M IC H IG A N $1,195,345 . $1,575,199 $348,703 $235,229 $7,720,598
M IN N ESOTA $723 ,'592 $397,688 $214,191 $80,987 $3,646,168
M IS S IS S IP P I $213,222 $229,601 $112,916 $62,192 $1,529,852
M IS S OUR I $646,222 $579,912 $221,754 $109,136 $3,090,857
M O N TA N A $98,606 $67,810 $46,893 $24,422 $552,437
N EB R A S K A $157,894 $141,262 $83,534 $45,235 $1,117,993
N EV A D A $228,409 $119,317 $52,954 $20,322 $826,337
N EW  HA M P SH IR E $176,263 $172,054 $70,176 $10,279 $1,103,159

N EW J ER S EY $1,942,249 $1,172,916 $776,606 $244,765 $8,930,318
NEW  M EX ICO $181,472 $147,503 $55,875 $29,600 $948,151
NEW  Y OR K $2,855,224 $1,986,209 $1,118,610 $360,043 $17,047,401
N O R T H  C A R O LIN A $790,318 $626,305 $278,638 $117,267 $3,791,336
N O R T H  D A K O T A $65,129 $50,494 $25,635 $16,722 $427,203
OH IO $1,366,231 $1,081,040 $423,057 $223,689 $6,680,921
O K LA H O M A $371,757 $340,048 $127,292 $71,409 $2,126,549
CRB3CN $453,104 $260,175 $130,435 $61,294 $2,064,783
PEN N SY LV A N IA $2,312,841 $1,183,160 $708,810 $260,428 $10,149,393
R H O D E  ISLAND $109,257 $137,782 $56,366 $23,526 $944,976

S O U T H  C A R O LIN A $549,876 $364,048 $123,312 $51,982 $2,208,953
S O U T H  D A K O T A $62,431 $57,735 $33,181 $19,323 $433,369
TEN N ES S EE $509,728 $534,501 $234,260 $101,470 $3,207,038
TEX A S $2,010,230 $1,907,777 $689,662 $302,734 $12,967,251
U TA H $178,390 $143,048 $57,718 $28,220 $870,090
V ERM ON T $64,509 $68,425 $30,592 $17,444 $478,305
V IR G IN IA $956,224 $607,625 $291,207 $104,612 $4,166,127
W A SHIN GTON $732,942 $422,287 $198,275 $84,291 $3,009,649
W ES T V IR G IN IA $221,787 $184,926 $57,309 $33,944 $913,996
W ISCONSIN $550,430 $418,483 $195,446 $105,938 $3,295,856
W YOMING $45,300 $50,755 $18,895 $11,611 $288,240

C O U N T Y R W ID E $38,659,149 $27,624,269 $12,548,274 $16,901,952 $199,478,139

S O U R C E :  IN S U R A N C E  IN F O R M A T IO N  IN S T IT U T E



BEST'S INSURANCE MANAGEMENT REPORTS £khitek-JL

Average Automobile Insurance Premiums by State 
Ranked by 1987 Premiums per Passenger Vehicle

1087
Rink Stall

1067 

A v e n g e  

P r e m i u m  (1)
1966

Renk

1986

Average
P r e m i u m

190S

Rank

1905

Average
P r emium

1904

Rank

1904

Averege
Pr e m i u m

1943
Renk

1903

Averege
Pr e m i u m

1 Massachusetts 1655 72 4 J555 55 3 1521 40 2 (488 00 3 (416 56
2 M u w  Jorsey 634 04 1 603 55 2 580 12 1 565 77 1 521 21
3 California 623 44 3 568 20 4 503 65 6 423 49 8 373 83
4 Arizona 601 96 5 553 84 7 471 38 5 423 85 12 354 35

• 5 Nevada 600 04 6 549 19 5 490 75 7 410 99 5 387 92

6 Maryland 597 08 10 506 34 11 423 53 11 374 20 10 356 44
7 Alaska 508 08 2 6 0 2 4 5 1 595 44 4 447 34 4 396 11
fl N e w  York 583 69 7 522 06 6 405 07 3 453 26 2 421 70
9 Washington, D  C. 579 82 15 463 13 19 305 27 20 339 10 21 301 98
10 I'ennaylvama 568 97 9 5 1 ? 0 9 8 4 6 5 0 3 0 418 76 6 384 61

• 11 Rhode Island 549 00 12 476 60 15 405 93 17 350 29 17 325 12
12 Delaware 536 96 13 469 15 14 400 04 16 350 70 18 323 29
13 Hawaii 530 13 17 453 60 12 417 59 19 349 57 9 360 90
14 Louisiana 529 68 8 515 39 9 443 24 10 401 86 7 383 72
IQ Connecticut 519 93 14 466 09 13 4 1 2 5 2 12 373 01 14 336 05

16 South Carolina 514 93 20 449 74 17 308 66 14 365 38 15 334 93
17 Michigan 509 28 11 481.07 16 404 63 15 35904 16 328 24

• 18 N e w  Hampshire 508 85 18 453 10 37 312 34 32 304 55 29 291 00
19 West Virginia 506 81 16 454 65 10 420 56 9 404 97 11 356 41
20 Georgia 501 14 19 450 23 22 372 06 30 305 48 30 287.18

*21 Arkansas 494 29 22 433.75 18 392 27 18 349 73 23 294 67

National Avaraga 486.SO 442.22 390.04 351.40 322.20

22 Texas 474 33 23 426 09 20 383 76 13 372 48 13 343 32
23 Missouri 460.88 26 403 49 26 354 36 28 309 81 27 291.11
24 Minnesota 456.48 25 416.98 34 318 29 23 326 69 25 292.30

• 25 ■ Illinois -: 4 3 9 4 6 24 418.51 25 356 00 27 312.69 19 307 75
• 26 Virginia 436.20 31 381 82 32 325.15 38 281.17 33 268.85

27 Orogon 435.09 28 396 36 28 349 68 29 306 65 20 302.22
28 Colorado 434.97 21 444.11 21 379.16 22 329.91 22 301.36
29 Florida 433.91 30 390 50 29 344.98 31 3 0 458 26 291 55
30 Utah 431.01 27 396.78 31 329 96 36 284 22 34 265.58

• 31 Washington 430.20 29 3 9 3 8 6 27 351.53 25 315.99 24 293.52

32 Indiana 423.13 39 360.89 42 298 08 42 268 56 35 259.19
33 N e w  Mexico 415.57 32 378.17 23 368.43 24 325.97 42 246.97
34 Kentucky 409.43 35 369.37 33 321.83 43 268.25 44 241.44

• 35 Wisconsin 409.29 34 372.76 39 308.85 40 279.96 43 245.93
36 N o n h  Carolina 408.42 38 362.36 35 315.75 35 285.78 46 239.36

■ 37 Vermont 405.36 37 363.97 38 310 6 6 33 291.12 36 258.85
38 Montana 405.22 33 372.96 24 360.36 26 314 46 40 248.41
39 Oklahoma 370.28 36 368.85 30 342.47 21 332.78 28 291.09
40 Kansas 369.14 41 345.19 36 312.50 34 206.14 31 281.70

• 41 Maine 364.59 43 332.83 43 296.71 37 283.48 37 258.68

42 Ohio 350.84 44 327.01 45 279.39 44 260.60 47 237.31
•43 Nebraska 348.27 45 323.98 44 288.02 41 269.25 38 257.63
44 Idaho 345.66 42 344.30 41 300.43 45 256.61 39 248.71
45 Wyoming 345.02 40 347.91 40 307.51 39 281.05 32 277.50

• 46 Mississippi 331.16 47 297.25 47 271.02 46 250.53 45 240.34

•47 Tennessee 328.38 48 292.49 48 261.15 48 235.82 49 215.07
48 North Dakota 328.23 46 307.13 46 278.07 47 243.00 41 247.64

• 49 Alabama 306.73 49 278.46 49 260.63 50 224.10 51 200.24
50 South Dakota 295.08 50 255.77 50 231.24 51 213.47 50 208.66

• 51 Iowa 255.61 51 243.95 51 214.84 49 229.89 48 222.18

• Indicates stalos which did not have compulsory aulo insurance laws in 1987, according lo Ihe Insurance Inlormalion Institute. 
Note: Various lectors may skew results: see text for explanation ol how ligures are calculated.

insured, vehicles. Several states still do 

not mandate coverage, and others have 
varying degrees of registered, but il­

legally operated uninsured cars. Also 
affecting the averages are different

states' requirements for minimum 

limits of coverage.
It should be noted that each year 

the A.M. Best Company and the 
Federal Highway Administration both

adjust figures published in prior 
reports to ensure that the best currently 
available information is reported. 

These adjustments could change rank­
ings reported in prior years’ reports.
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Growth of Average Auto Premiums 
Five Years, By State

80/07 86/87 85/86 84/85 83/84 62/83 82/07 Number of Companlee
Growth Growth Growth Growth Growth Growth Growth Writing In State
Rank S lats Percent Percent Percent Percent Percent Porcent 1987 1986 Net Change
1 Wash O C . 25 20 20 21 13 .6 1 12 3 0 14.37 1 1 9  62 166 178 - 1 2
2 Massachusetts 10 03 6 55 6 05 17 14 9 0 8 71 70 169 170 - 1
3 Maryland 17 9 2 19 6 5 13  10 4 98 11  92 07.40 263 262 1
4 Indiana 17 25 21 07 10  99 3 6 2 14 43 80.80 353 356 - 3
5 Hawaii 16.07 8.62 19  46 - 3  14 - 1  09 4 5 2 8 105 103 2
6 South Oakota 15  37 10 .61 8 32 2 30 374 46.70 209 2 18 - 9
7 R h o d o  Island 15  19 17.41 15  88 7 7 1 8 0 2 82 40 177 179 -2
0 South Carolina 14 50 12  76 9 .16 9 09 9.39 6 8 .17 184 19 1 - 7
9 Delaware 14.45 14.98 16 .35 8 4 8 9.06 0 1 .1 5 187 185 2
10 Virginia 14 24 17.43 15  64 4.50 6.00 7 1.9 8 203 277 6
1 1 Missouri 14 22 1 3 8 6 14 .38 8 4 2 10 4 5 74 8 7 324 328 - 4
12 Arkansas 13 9 6 10.58 1 2 .1 6 18.60 12 .85 89.29 251 257 -6
13 N o n h  Carolina 12 .7 1 14 76 10.49 19 .39 13 .59 93.02 2 16 225 - 9

~ 14 New Ham pshire 12 31 45.07 2.56 4.65 11.02 94.14 164 170 -6
15 Tennossee 12.27 1200 10  74 9.65 8.93 66 .3 1 3 16 3 12 4
1 6 Now York 11.0 1 7.62 7.02 7.48 9.59 5 1 .6 8 259 270 - 1 1
17 Connecticut 1 1 .5 5 12 .99 10 .59 11.00 9.89 70.02 2 16 226 - 10
18 West Virginia 11 .4 7 6.59 5.33 13 .6 3 3.40 47.03 190 199 - 1
1 9  - —  Mississippi 1 1 .4 1 9.68 8 .18 4.24 1 1 .2 6 53 .30 - 2 6 7 267 0
20 . Vermont 1 1 .3 7 17 .16 6 .7 1 12 .46 -0 .9 7 55.08 17 0 18 1 - 1 1

21 Texas 1 1 .3 2 11 .0 3 3.03 8.49 10 .6 5 52.07 403 405 -2
22 Georgia 1 1 .3 1 21.01 2 1 .8 0 6 .37 1 1 .9 9 95.43 336 331 5
23 Florida 1 1 . 12 13 .19 13 .27 4.47 10 .4 1 64.31 370 365 5
24 Pennsylvania 1 1 . 1 1 10.12 1 1 .0 5 8.88 7.44 58.94 204 294 - 10
2 5 Kentucky 10 .85 14.77 19 .9 7 1 1 . 1 1 6.72 80.97 283 286 - 3
26 A labam a 10 .15 6.84 16 .3 0 1 1 .9 2 5.05 60 .9 1 283 294 - 1 1
27 New Mexico 9.09 2.64 13 .03 3 1.9 9 7.45 80.80 246 250 - 4
28 W isconsin 9.80 20.69 10 .3 2 13.84 7.09 78.23 3 1 1 3 10 1
29 O regon 9.77 13 .35 14.03 1.46 3.79 49.43 257 265 -8
3 0 California 9.72 12 .82 18 .9 3 13 .20 4.36 74.05 374 375 - 1

3 1 Maine 9.54 12 .18 4.67 9.58 6.27 49.78 105 184 1
3 2 Minnesota 9.47 3 1 .0 1 - 2 .5 7 1 1 .7 7 2.35 59.84 284 287 - 3
33 W ashington 9.23 12.04 11 .2 4 7.65 3.83 5 2 .17 274 260 6
34 N evada 9.20 10 .17 19.04 8.01 0.90 56.08 207 2 16 - 9
3 5 Arizona 0.69 17.49 1 1 .2 7 19 .5 6/ 17 .52 99.63 299 297 2

36 Montana 8.65 3.50 14 .59 26.59 - 1 .5 4 6 0 .6 1 190 195 - 5
3 7 Utah 0.63 20.25 16 .0 9 7.02 5 .81 7 1 .7 2 220 227 - 7
3 8 Nebraska 7.50 12.48 6 .97 4.51 4 .18 40.84 254 251 3
39 O h io 7.29 17 .05 7 .21 9.82 4.88 55.05 346 343 3
40 Kansas 6.94 10.46 9 .2 1 1.5 7 5.95 38.83 276 284 -8

41 North Dakota 6.87 10.45 14.43 - 1 .8 7 2.66 36.07 2 11 221 - 1 0
42 M ichigan 5.86 18 .89 12 .7 0 9.38 6.92 65.88 236 251 - 1 5
43 New  Jersey 5 .19 4.04 2.54 8.55 14 .33 39.25 2 13 228 - 1 5
44 Illinois 5.00 17 .56 13 .85 1 .6 1 5 .53 50.70 384 380 4
45 Iowa 4.78 13 .55 - 6 .5 5 3.47 -3 .0 0 1 1 .5 9 290 298 -8

46 Louisiana 2.77 16 .28 10 .3 0 4.73 4 .1 1 43.70 3 19 320 - 1
47 Idaho 0.39 14.60 17 .07 3 .18 7.55 49.47 2 11 222 - 1 1
48 Ok lahom a 0.39 7.70 2 .9 1 14 .32 15 .73 47.22 286 281 5
49 W yom ing -0 .8 3 13 .14 9.42 1 .2 8 5.00 30.55 17 6 173 3
50 Colorado -2 .0 6 17 .13 14 .93 9.47 5.0 1 5 1 .5 6 303 302 1
5 1 ______ . _ Alaska -2 .2 5 1 .18 3 3 .1 1 12 .93 6 6 .3 1 124 ’ 128 - 4r» • • 1 • • r "* 1• — tM'i .
National Avaraga 10.01 13 .38 10 .9 8 9.08 7.99 63.06 1,120 1,097

Note: Various (actors may skow results; see text lor explanation ol how figures are calculated.
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Some Auto tnaurera Retreat ’
Over the past five years, writers of private passenger auto 

insurance have shifted their business in and out of states. While 
the total number of individual companies writing private 
passenger auto increased from 1,038 to 1,-120, a slight majori­
ty of the states experienced a net decrease of insurers writing 
auto business. The District of Columbia and 26 states each had 
a five-year decline of writers, as shown in the table below.

This table supplements last week’s On-Line Report, 
"Average Auto Premiums by State," which showed a one-year 
change of writers.

N u m b e r  of  C o m p a n ie s
W rit ing  In  State Net

State______________________19 8 7 ____________ 19 8 2 ___________ C h a n g e
Alabama 283 301 -!8
W lu k i 124 132 -8
Arizona 299 291 8
Arkansas 251 264 - 1 3
California 374 359 15
Colorado . ____ 303 .307 -4
Connecticut 216 212 4
Delaware 187 196 -9
W u h . D .C . 166 173 -7
Florida 370 348 22
Georgia 336 315 .  . 21
Haw aii 105 105 0
Idaho 2 11 233 -22
Dlinoia 384 374 10
Indiana 353 348 5
Iowa 290 295 -5
Kansas 276 267 9
Kentucky 283 288 -5
Louisiana 319 309 10
Maine 185 183 2
Maryland 263 237 26
Massachusetts 169 181 -12
M ichigan 236 273 -3 7
Minnesota 284 285 - 1
Mississippi 267 259 8
Missouri 324 320 4
Montana 190 203 - 1 3
Nebraska 254 255 - 1
Nevada 207 220 - 1 3
New Hampshire 164 177 - 1 3
New Jersey 213 229 - 1 6
New Mexico 244 254 -8
New York 259 279 -20
North Carolina 2 16 226 -10
North Dakota 2 11 213 -2
O h io 346 324 22
Oklahoma 286 267 19
Oregon 257 256 1
Pennsylvania 284 273 1 1
Rhode Island 177 183 -6
South Carolina 184 209 -25
South Dakota 209 222 - 1 3
Tennessee 3 16 297 19
Texaa 403 385 18
Utah 220 230 -10
Vermont 170 178 .-8
Virginia 283 269 14
Washington 274 265 9
West V irgin ia 198 191 7
Wisconsin 3 11 286 25
Wyoming 176 182 -6
National To ta l 1,120 1,03* 82

EXECUTIVE NOTES  ------------------
American Banker* Insurance Group

Jay Fuchs was promoted to executive vice president, finan­
cial markets, of American Bankers Group, Miami. In other 
management changes, Bonnie Blackburn was named senior vice 
president, marketing services; Darrell Gambero was appointed 
senior vice president, manufactured housing and consumer 
finance; F. Thomas Hayes was named senior vice president, 
retail and special markets; Stanford Neubarth was named senior 
vice president and secretary, corporate planning and acquisi­
tions; and Stephen Williams was appointed senior vice presi­
dent, regional sales.

Fred. S. Jam es & Co.
Quill 0. Healey was elected president and chief operating 

officer of Fred. S. James & Co., New York. He previously-, 
served as group director of the company’s retail office* in the 
eastern United States. Appointed executive vice presidents in 
the Chicago office are John E. Doerr, former president of Doerr, 
Bums & Associates; James M. Herrmann, previously senior 
vice president and sales manager for large accounts; and William 
R. Storie, former senior vice president.

Appointed senior vice presidents in the Chicago office were 
Cynthia L. Ferrara, most recently a vice president, human 
resources; Patricia A. Sacony, former vice president, finance; 
Kenneth Gladkowsld, previously a vice president and account 
executive and Terry R. McCubbin, who most recently served 
as deputy managing vice president at Alexander & Alexander 
of St. Louis.

AMBAC Indemnity
H. Russell Fraser is stepping down as president and chief 

executive officer of AMBAC Inc. and AMBAC Indemnity, New 
York, effective January 1. He will remain on the boards of AM­
BAC Inc., AMBAC Indemnity and Capital Markets Assurance, 
New York. All are subsidiaries of Citibank, N.A.R. Daniel 
Massey, currently senior executive vice president of AMBAC, 
will become the new president and chief executive officer of 
AMBAC and AMBAC Indemnity.

Financial Guardian Group
Darrell Prater was promoted to president and chief 

operating officer of Financial Guardian Group, Kansas City, 
Mo. In other management changes at the company, Frank Wit- 
thun was elected executive vice president, Ken Schultz was 
named vice president and treasurer and Dick Juntunen was ap­
pointed senior vice president.

First Tranaamarlca Life
Joseph Flanagan was named president of First Transtmerica 

Life Insurance, a New York-based affiliate cf Transaroerica Life 
Insurance Companies. He most recently served as the company's 
executive vice president and chief operating officer.

(continued otTSupplement)



A rv ch c rag e ,  T-)a*ilv[ Nevtfs
U n i n s u r e d  d r i v e r s  s t i l l  l i a b l e  >  
f o r  d a m a g e s  i n  c a r  a c c i d e n t s
By MARILEE ENGE
Daily News reporter

Although A laska’s man­
datory auto insurance law 
expired at the end of 1988, 
drivers are still legally re­
sponsible for damages they 
cause in autom obile acci­
dents, according to Jay  Du- 
lany, director of the Divi­
sion of Motor Vehicles.

A laskans • are no longer 
required to carry liability 
insurance on their cars, but 
they still must show finan­
cial responsibility if they 
are involved in an accident.

A lask a’s M andatory In ­
surance law was allowed to 
run out on Dec. 31, and 
Dulany said people are con­
fused about w hether the

> V.*.*. * *

state still has insurance re­
quirements.

Sgt. Greg Stewart, who 
heads the Anchorage Police 
D epartm en t’s tra ffic  unit, 
said man£ drivers mistaken-, 
ly believe they no longer are 
required to show financial 
re spon s ib ility  when they  
cause accidents.
• " I  investigated an acci-’ 

dent today where a guy said, 
‘I let it lapse at the end of 
the year because I ’m not 
required.to have it,’” Stew­
a rt sa id  Wednesday. The 
driver’s car had just rear- 
ended another vehicle. "I 
told him  his license may be 
suspended.”
- A driver involved in a

traffic accident in which the 
damage is more than $500, o r 
in which someone is injured, 
must show an ability to pay 
fo r th e  damages. D rivers 
who do not have liab ility  
insurance must post a cash 
security  deposit w ith  the  
state, submit proof of an 
agreement to pay fo r the 
damages, show evidence that 
the driver was not' a t fault 
or obtain a release from  lia- 

. bility from the other party  
in the accident., f

A driver who cannot show 
financial responsibility after 
an accident can lose his o r ' 
her license, r.

Drivers whose licenses are 
suspended or revoked are 
still required to have SR-22 
insurance for three years af­
te r the action, Dulany said.



On D ecem b er 2 2 , 1 9 8 8 , L a u r a  F le m in g  f ro m  S e n a t o r  E l i a s o n ' s  o f f i c e  c a l l e d  f o r  some 

s t a t i s t i c a l  i n f o r m a t i o n  c o n c e r n i n g  th e  F i n a n c i a l  R e s p o n s i b i l i t y  (FR) a n d  M anda­

t o r y  I n s u r a n c e  (M I) L a w s . T h u s ,  t h e  f o l l o w i n g  i n f o r m a t i o n  w as c o m p i l e d .  An 

i m p o r t a n t  i t e m  t o  k e e p  i n  m in d  i s  t h a t  s u s p e n s i o n  n o t i c e s  a r e  s e n t  u n d e r  t h e  FR 

Law o n l y  t o  u n i n s u r e d  d r i v e r s  who w e re  a t  f a u l t  a n d  c a u s e d  dam age to  a n o t h e r  

p e r s o n ' s  p r o p e r t y .  U n d e r  th e  MI Law th e  n o t i c e s  a r e  s e n t  t o  a l l  u n in s u r e d  

d r i v e r s  r e g a r d l e s s  o f  f a u l t ,  o r  w h o se  p r o p e r t y  w as d am ag e d .

1 9 8 1 : A c c i d e n t s  i n v o l v i n g  2 5 ,3 8 0  d r i v e r s  w e re  p r o c e s s e d .

2 ,6 1 6  FR s u s p e n s i o n  n o t i c e s  w e re  g e n e r a t e d ,  w h ic h  w as 10.3%  o f  t h e  

d r i v e r s .

22% o f  t h o s e  s u s p e n d e d  n e v e r  c o m p lie d  w i t h  t h e  la w  and  t h e  s u s p e n s i o n s  

w e re  t e r m i n a t e d  t h r e e  y e a r s  a f t e r  t h e  e f f e c t i v e  d a t e .  T h i s  i s  2.2%  o f  

t h e  t o t a  , d r i v e r s  i n v o l v e d  i n  a c c i d e n t s .

1 9 8 2 : A c c i d e n t s  i n v o l v i n g  3 1 ,8 1 2  d r i v e r s  w e re  p r o c e s s e d .

2 ,7 4 9  FR s u s p e n s i o n  n o t i c e s  w e re  g e n e r a t e d ,  w h ic h  w as 8.6%  o f  t h e  

d r i v e r s .

22% o f  t h o s e  s u s p e n d e d  n e v e r  c o m p lie d  w i t h  t h e  la w  and  t h e  s u s p e n s i o n s  

w e re  t e r m i n a t e d  t h r e e  y e a r s  a f t e r  t h e  e f f e c t i v e  d a t e .  T h i s  i s  1.9% o f  

t h e  t o t a l  d r i v e r s  i n v o l v e d  i n  a c c i d e n t s .

1 9 8 3 : A c c i d e n t s  i n v o l v i n g  3 4 ,4 2 8  d r i v e r s  w e re  p r o c e s s e d .

3 ,3 2 0  FR s u s p e n s i o n  n o t i c e s  w e re  g e n e r a t e d ,  w h ic h  w as 9.6%  o f  t h e  

d r i v e r s .



30% o f  t h e  t h o s e  s u s p e n d e d  n e v e r  c o m p lie d  w i th  th e  la w  a n d  th e  s u s p e n ­

s i o n s  w e re  t e r m i n a t e d  t h r e e  y e a r s  a f t e r  th e  e f f e c t i v e  d a t e .  T h i s  i s  

2.9%  o f  t h e  t o t a l  d r i v e r s  i n v o lv e d  i n  a c c i d e n t s .

A c c i d e n t s  i n v o l v i n g  3 5 ,8 2 0  d r i v e r s  w e re  p r o c e s s e d .

3 ,3 2 6  FR s u s p e n s i o n  n o t i c e s  w e re  g e n e r a t e d ,  w h ic h  w as 9.3%  o f  t h e

d r i v e r s .

30% o f  t h o s e  s u s p e n d e d  n e v e r  c o m p lie d  w i t h  th e  la w  a n d  t h e  s u s p e n s i o n s  

w e re  t e r m i n a t e d  t h r e e  y e a r s  a f t e r  t h e  e f f e c t i v e  d a t e .  T h i s  i s  2.8%  o f  

t h e  t o t a l  d r i v e r s  i n v o l v e d  i n  a c c i d e n t s .

Due t o  t h e  c h a n g e  i n  p r o c e d u r e s  i n c o r p o r a t e d  w i t h  i n c e p t i o n  o f  MI Law, 

FR f i g u r e s  a r e  in c o m p l e t e  f o r  t h i s  y e a r .  P a r t i a l  y e a r  f i g u r e s  r e f l e c t  

t h a t  f o r  a c c i d e n t s  i n v o l v i n g  2 6 ,0 9 8  d r i v e r s ,  1 ,7 4 3  FR s u s p e n s i o n

n o t i c e s  w e re  g e n e r a t e d ,  w h ic h  w as 6 .7%  o f  t h e  d r i v e r s .

A c c i d e n t s  i n v o l v i n g  3 2 ,5 5 9  d r i v e r s  w e re  p r o c e s s e d .

2 ,0 2 7  FR s u s p e n s i o n  n o t i c e s  w e re  g e n e r a t e d ,  w h ic h  w as 6.2%  o f  t h e

d r i v e r s .

3 ,4 1 5  MI s u s p e n s i o n s  g e n e r a t e d  a s  a  r e s u l t  o f  a c c i d e n t s  r e m a in e d  i n

e f f e c t  f o r  t h e  f u l l  t e r m ,  w h ic h  r e f l e c t s  10.5%  o f  t h e  d r i v e r s  d id  n o t  

s u b m it  p r o p e r  p r o o f  o f  i n s u r a n c e .

A c c i d e n t s  i n v o l v i n g  2 8 ,4 4 4  d r i v e r s  w e re  p r o c e s s e d .



1988:

NOTE:

1 ,7 1 3  FR s u s p e n s i o n  n o t i c e s  w e re  g e n e r a t e d ,  w h ic h  w as 6.07. o f  t h e

d r i v e r s .

2 ,7 7 0  MI s u s p e n s i o n s  g e n e r a t e d  a s  a  r e s u l t  o f  a c c i d e n t s  r e m a in e d  in

e f f e c t  f o r  t h e  f u l l  t e r m ,  w h ic h  r e f l e c t s  9 .7%  o f  th e  d r i v e r s  d id  n o t  

s u b m it  p r o p e r  p r o o f  o f  i n s u r a n c e .

( P a r t i a l  Y e a r )  A c c i d e n t s  i n v o l v i n g  2 1 ,9 6 3  d r i v e r s  w e re  p r o c e s s e d .

1 ,3 2 2  FR s u s p e n s i o n  n o t i c e s  w e re  g e n e r a t e d ,  w h ic h  w as 6.0%  o f  th e

d r i v e r s .

1 ,826  MI s u s p e n s i o n s  g e n e r a t e d  a s  a  r e s u l t  o f  a c c i d e n t s  r e m a i n e d  i n

e f f e c t  f o r  t h e  f u l l  t e r m ,  w h i c h  r e f l e c t s  8 .3% o f  t h e  d r i v e r s  d i d  n o t  

s u b m i t  p r o p e r  p r o o f  o f  i n s u r a n c e .

1985 t h r o u g h  1988 f i g u r e s  d o  n o t  r e f l e c t  t h e  n u m b e r  o f  FR s u s p e n s i o n s  

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

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

1985 w i l l  n o t  b e  a v a i l a b l e  d u e  t o  c h a n g e d  i n  r e c o r d  k e e p i n g  p r o ­

c e d u r e s .  F o r  t h e  o t h e r  y e a r s ,  t h e  f i g u r e s  w i l l  n o t  b e  a v a i l a b l e  u n t i l  

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

I t  s h o u l d  a l s o  b e  n o t e d  t h a t  s o m e  o f  t h e  FR s u s p e n s i o n s  w e r e  v o i d e d  d u e

t o  t h e  d r i v e r  b e i n g  a b l e  t o  p r o v e  t h e r e  w a s  i n s u r a n c e  i n  e x i s t e n c e  t o

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

b y  o b t a i n i n g  a  r e l e a s e  f r o m ,  o r  e n t e r i n g  i n t o  a  s e t t l e m e n t  a g r e e m e n t



w i t h ,  th e  p e r s o n  who s u f f e r e d  th e  l o s s .  S t a t i s t i c s  w e re  n o t  m a i n t a in e d  

to  r e f l e c t  t h e  m e th o d  n p e r s o n  c o m p lie d  w i th  th e  la w .

I t  s h o u l d  a l s o  b e  n o te d  t h a t  t h e  FR s u s p e n s i o n s  i n c l u d e  o n ly  t h o s e  

g e n e r a t e d  when a c c i d e n t  r e p o r t s  w e re  w o rk e d  o r  r e v i e w e d .  T hey  do  n o t  

I n c l u d e  u n s a t i s f i e d  j u d g m e n t s ,  d e f a u l t s ,  e t c . ,  w h ic h  i s  g e n e r a l l y  a n  

a d d i t i o n a l  s u s p e n s i o n  t o  a  d r i v e r  who w as p r e v i o u s l y  s u s p e n d e d  w hen t h e  

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

s e c t i o n  o f  t h e  l a w .

A n o th e r  f i g u r e  r e q u e s t e d  w as t h e  n u m b er o f  c o u r t  s u i t s  i n i t i a t e d  a s  a  r e s u l t  o f  

u n i n s u r e d  a c c i d e n t s ,  a n d  w h e th e r  o r  n o t  t h e s e  w o u ld  c h a n g e  a s  a  r e s u l t  o f  no  MI 

la w . 1 am u n a b l e  t o  p r o v id e d  f i g u r e s  c o n c e r n i n g  t h i s  s u b j e c t .  T h e re  h a s  d e f i ­

n i t e l y  b e e n  an  i n c r e a s e  i n  c i v i l  c a s e s  t h e  p a s t  c o u p l e  o f  y e a r s ,  w h ic h  I  b e l i e v e  

i s  a  n a t i o n a l  t r e n d .  DMV h a s  n o t i c e d  a  l a r g e  i n c r e a s e  i n  u n s a t i s f i e d  ju d g m e n ts  

a n d  d e f a u l t s  on  c o n f e s s i o n  o f  j u d g m e n t .  T h i s  s p e c i f i c  i n c r e a s e  h a d  n o t h i n g  t o  do  

w i t h  th e  MI l a w .  H o w e v e r , w i t h  i t ' s  r e p e a l ,  a n d  t h e  p o s s i b i l i t y  o f  m ore u n i n ­

s u r e d ,  t h e  l i k e l i h o o d  o f  a n  a d d i t i o n a l  i n c r e a s e  i n  c i v i l  s u i t s  i n  c j u r t  i s  q u i t e  

p o s s i b l e .

F o r  i n f o r m a t i o n a l  p u r p o s e s  o u r  f i g u r e s  r e f l e c t  t h a t  t h e  n u m b e r  o f  d r i v e r s  who

w e re  n o t  i n s u r e d  w hen i n v o l v e d  i n  m o to r  v e h i c l e  a c c i d e n t s  p r i o r  t o  t h e  i n c e p t i o n

o f  t h e  MI la w  a r e  a s  f o l l o w s :

1984 -  N o t a v a i l a b l e  
1983 -  19%
1982 -  20%
1981 -  21%

Bill Brown

C h ie f  o f  D r i v e r  S e r v i c e s  
D i v i s i o n  o f  M o to r  V e h i c l e s  
4 6 5 -4 3 3 5



A u t o m o b i l e  Financial R e s p o n s i b i l i t y / C o m p u l s o r y  L i m i t s

Sale
Liability
Limit** Stole

Liability
Lixniti*

Rhode Island 25/50/10
South Carolnr 15/30/5
South Dakota 25/50/25,
Tennessee 15/30/102
Texas — 20/40/(5
Utah 20/40/10
Vermont 20/40/10
Virginia 25/50/10
Washington 25/50/10
West V r g H a 20/40/10
Wisconsin 25/50/10
Wyoming 25/50/20

Alabama
AlaskaArizona
Arkansas
California •Colorado
Connecticut
Delaware
District ol Columbia
Florida
Georgia
Hawaii
Idalio
Illinois
Indiana
Iowa
Kansas
Kentucky
Louisiana
Maine
Maryland
Massachusetts
Michigan
Minnesota
Mississippi
Missouri
Montana
Nebraska
Nevada
New Hampshire 
New Jersey 
New Mexico 
New York 
North Carolina 
North Dakota 
Ohio
Oklahoma
Oregon
Pennsylvania

20/40/10 
50/100/25 -  
15/30/10 
25/50/15 
15/30/5 
25/50/15 
20/40/10 " "
15/30/10 
25/50/10 
10/20/5 
15/30/10 
35/unltrnted/IO 
25/50/15 
15/30/10 ’ 
25/50/10 •
20/40/15 
25/50/10 
25/50/10 
10/20/10 
20/40/10 
20/40/10 
10/20/5 
20/40/10 
30/60/10 
10/20/5 
25/50/10 -  • 
25/50/5 
25/50/25 
15/30/10 
25/50/25 
15/30/5 
25/50/10 
10/20/5’ 
25/50/10 • 
25/50/25 
12.5/2S/7 .5 
10/20/10 
25/50/10 
15/30/5

CANADA
Alberta 5200,000

inclusive**
British Columbia 5200.000

Inclusive**
Manitoba 5200,000

Inclusive**
New Brunswick 5200.000

inclusive**
Newfoundland 5200,000

Inclusive**
Northwest Territories 550,000

inclusive**
Nova Scotia 5200,000

inclusive**
Ontario 5200.000

Inclusive**
Prince Edward island 5200.000 

inclusive* *
Ouobec 550,000

• property
damage-1

Saskatchewan 5200,000
inclusive**

Yukon 5200,000
Inclusive**

*7be firat two figure* trier to bodily injury liability limit* and the third figure lo property damage liability. For eiyjmple, 10305 
Beam coverage up lo 120000 for all peraooa injured in aa accident, eubjert B  a limit of SI0/100 fcr on* bdiridual; and IS/XX) 
coverage for property damage.

• • “Induarve” meant that the amount of liability mnraoce abovm a available Is Kttie either bodily injury or property damage 
dumi— or both. When a claim involving both bodily injury and property damage trochee the “induahre" Kuril, payment for proper' 
ty damage ia limited lo SSP00 in Northotat Temtorim; lo S20/100 n  Briskb Cohmbm, Manitoba and Newfoundland, and lo 
II0/XX) in the other tern loot* having “ inclusive"  limit*. •

*50/100 in caeca of wrongful death .

a. of Jan. 1.1967,25/50110* of Jan. 1.1990. • ,

3Quebee h * a eornple* uoftuh tyaaem for bodily inpny daima, waled down for eeeeeidie* ia proportioa l* their degree of teak.
The S50/XX) limhrelai* to liabibty fur damage l a p -  ty in Quebec and lo fabibty for bodily injury and property damage oat- 
aide Quebec.

Soures: American ireurinc* Asaodabort; ktturanca . oi Cmfc.



A l a s k a  d r i v e r s  p a y  
2 n d - H ig h e s t  r a t e s  
f o r  a u t o  i n s u r a n c e
By DEBBIE McKINNEY
Daily Nows reporter

; A laska  has th e  dub ious hor hav ing  th e  
second-highest a u to  in su re  v .t _ates in  th e  
Country. O nly N ew  Je rse y ’ ; a re  higher.
; I The average n a tio n a l auto  insurance p rem i­

um  is $440.60 a  y ea r. W hile New Je rsey  
residents pay  an  average of $603.50 a  year, 
A laskans pay  $602.50. C aliforn ia  has th e  
th ird -h ighest ra te s  a t  $568. Iow a has th e  
low est a t  $244.

- Icy roads, d riv in g  in  the  d a rk  and  o th e r 
dangerous conditions p la y  a m inop-r-eie'in th e  
cost of insu ring  a  vehicle in  .A laska. The 

f N ational S afe ty  C ouncil in  Chicago, Jrhich 
complies h igh w ay  sa fe ty  sta tis tics , does n o t

keep  sta te-by-state  accident com parison fig­
ures. It does, how ever, keep  tra ck  of h ighw ay  ’ 
dea th  ra tes . F igures show  th a t  A lask a’s death  
ra te  is below  th e  n a tio n a l average, w hich is  i 
2.6 deaths p e r  100,000,000 vehicle m iles. A las­
k a ’s ra te  is 2.0.

One of the  b iggest factors driv ing  up 
A lask a’s ra tes  is th e  cost of au to  repair. P a rts  
m ust be sh ipped  up  to A laska  v ia  a ir  fre igh t 
o r barge. A nd because w ages are h igh  in 
A laska, au to  repa irm en  generally  charge m ore 
fo r th e ir  services th a n  th e ir  counterparts 
O utside.

A laska  also has one o f th e  h ighest m andato ­
r y  l i a b i l i t y  l im i t s  in  th e  n a t io n  — 
$50,000/$100,000 fo r b o d ily  in ju ry  p e r  acci­
den t, and $25,000 fo r p ro p e rty  dam age — as 
se t by  th e  A laska  leg isla tu re . Bob Sims, 
m ark e t an a ly s t w ith  th e  s ta te  D ivision of 
Insurance in  Juneau , a ttr ib u te s  these s tan ­
dards to  h igh  m edical and  auto  rep a ir  costs.

In  1985, A laska  passed  a  m and ato ry  auto 
insurance law , w hich p u t  a lo t of m arg inal 
and  high-risk  d rivers  the  insurance pool. 
S ince the  m  m d ato ry  insurance  b ill died in the

;r. i '  L ike  A laska, N ew  Je rsey  has a  high m anda-
H np n f thp h ia ap s t fantnrs .. ,-ioT? Uobillty 1Ijn i t  “d. proportiona te ly , one 
\JllC? UI III& U i y y & o l  laL/lUlO, : 0f th e  h ighest num bers of h igh-risk  d rivers  indriving up A laska s  ra tes i s ; th e  n a tion / So m any , in  fact, th a t the  s ta te  has
. ,  x x jl * ! ' developed a  jo in t un derw ritin g  association tothe COSt Ot aUtO repair. • . accom m odate them  all.' W ith the  n um ber of

high-risk  d rivers grow ing rap id ly , th is fund  Is 
” , , , " . ~  ~  ‘ " 7 "  runn ing  a m assive deficit, Rosenberg explains,

s ta te  leg isla tu re  th is  y ear, the  law  w ill be- Insurance com panies a re  stick ing  reg u la r driv* 
come defunct as of m idn igh t Dec. 31. Once i t  . ers w ith  a  surcharge to  help  b a il ou t these
does, Sim s expects ra tes  to  go h igher as, 
d rivers  s ta r t  to  d rop  th e ir  insurance. When an 
un insu red  d riv e r is involved in  an accident 
w ith  an insured  d riv e r, the  insured  d riv e r’s 
insurance com pany, effectively, does th e  b ail­
ing  out. The only w ay  fo r insurance  com panies 
to  recover th e ir  losses is by  charging h igher 
prem ium s.

The reason New Je rsey ’s ra tes  are h igh  is 
p a r tly  due to  th e  fact th a t i ts  population  
den sity  is h igher th a n  any  o th e r s ta te  in  the  
union . "T h a t ju s t  m eans you have m ore people 
bum ping in to  each o th e r m ore o ften ,” says

asslgned-risk  drivers.
\ The rea l source of aggravation  for C alifo r­

n ia  d rivers is th a t  i t  costs Los A ngeles 
residen ts fa r  m ore to  insure  th e ir  vehicles 
th a n  those w ho live  elsew here in  the  sta te . 

• Insurance revo lte rs  w an t ra tes based on a 
s ta tew ide  average, w hich m eans rates w ould 

’ go down fo r Los A ngeles residents and go up 
fo r everyone else. .

Now fo r th e  good new s locally. A la sk a ’s 
au to  insurance ra tes  ac tua lly  dropped th is 
year. They a re  dow n 2% percent to  3 percent

M arc Rosenberg, o f th e  Insurance  Inform ationT  ,‘ from  last yea* due to  a  sligh t decline in  auto  
In s titu te  in  W ashington, D .C .. rep a ir claim s.



S e n a t e  t o  b l a m e  f o r  d e a t h  o f  i n s u r a n c e  l a w
low est ra tes  in the  nation .

Before A lask a ’s m andato ry  insu rance  law 
i t  w as estim a ted  th a t as m any as 40 percent 
o f ou r d rivers w ere under o r un insu red . And 
th a t  was in  the  boom tim es. Ju s t  how  high 
w ill th a t num ber go, given our curren t 
economy, when Insurance is no longer re ­
quired? Those A laskans who ow n cars will 
have to scram ble  to  purchase u n d er and 
un insured  m o to rist insurance, the  cost of 
w hich is su re  to  increase d ram atically . A las­
kans who do n 't ow n cars w ill no t be p ro tect­
ed aga inst un insured  drivers unless they 
purchase expensive h ea lth  and income insur­
ance.

So the  p ro g ram  is a  c lear success, th e  vast 
m ajo rity  o f A laskans w an t it, and  the  conse­
quences o f ending it a re  several. So why 
w ould the  Senate  choose to  p u t us a ll a t  risk  
b y  k illing  a  program  th a t  w orks so w ell? I 
don’t  know , b u t we sh ou ld n 't le t them  get 
aw ay  w ith  it.

Local new spapers w ould have you believe 
th a t Sen. E liason from  S itk a , chairm an  of 
the  Senate Rules C om m ittee, k illed  th e  bill. 
B ut the  re a l responsib ility  lies much closer 
to  home.

A laska ’s auto  insurance  p rogram  w ould 
no t die if  th e  S enate  leadersh ip  w an ted  to 
save it. I t  is the  R epublican senato rs  who 
m ake  up th e  leadersh ip  who p u ll the  strings 
in  th e  S enate  and  th is  tim e they  p u lled  in 
favo r of special in te rests  and  against A las­
kans.

B ut you can do som ething abou t it. If  you 
read  th is  b  jfo re  the  governor calls a special 
session, y ou  can ask  h im  to p u t A laska 's  
m and ato ry  autom obile  insurance p rog ram  on 
the  agenda. If th e  Senate w on’t  responsib ly  
pro tect A laskans from  uninsu red  m otorists , 
hopefully  th e  governor w ill.

□  D a v e  D o n le y  o f  A n c h o r a g e  re prese nts  District
1 1 - A  In  th e  H o u s e  o f  R e p r e s e n ta t iv e s .

By REP. DAVE DONLEY
A laska’s roads w ill be even  d ic ier to  d rive  

than  usual th is  w in te r  because i t  w ill be 
tw ice as l ik e ly  th a t  the  c a r  slid ing  in to  you 
on an  icy s tre e t w ill be un in su red  as w ell as 
out o f contro l.

A lask a 's  m an dato ry  a u to  Insurance p ro ­
gram  w ill end  on Jan . 1 because th e  A laska  
S ta te  S enate  chose to k il l  H ouse B ill 44, a 
m easure th a t  w ould have saved  it. W hat does 
th a t m ean to  you and  me? A  large  increase in 
th e  num b er o f un insured  d riv e rs  on the  road  
and a  lik e ly  increase in  th e  cost of insurance  
fo r th e  responsib le  res t of us.

In  1984 th e  leg isla tu re  adop ted  a  m an dato ­
ry  au tom obile  insurance  p ro g ram . Som e leg­
isla to rs  opposed it. The insu rance  com panies 
opposed it. The d ep a rtm en t of pub lic  sa fe ty  
w asn ’t  any  too happ y  abo u t hav in g  to 
adm in ister i t .

Som e A la s k a n s  f e l t  t h a t  th e  s t a te  
shouldn’t req u ire  people  to  purchase  in su r­
ance and  th e re  w as a re a l concern th a t  a  
m andato ry  p rog ram  w ould  ra ise  insurance 
costs.

So A lask a ’s p rogram  w as n a rro w ly  ta i­
lored to  req u ire  m in im um  enforcem ent cost 
to  the  dep artm en t and  m in im um  p ap e rw o rk  
to  th e  in d u s try  and  to  th e  consum er. There 
w as also a “ su n se t”  clause req u irin g  the  
leg isla tu re  to  adopt new  leg is la tio n  to  con­
tinue  the  p rog ram  o r  a llo w  i t  to  d ie  on Jan . 
1, 1989.

U nfo rtuna te ly , th a t ’s ju s t  w h a t th e  S enate  
d id  th is  y ea r — th ey  le t th e  p rog ram  die by  
refusing to  a llow  H B  44 to  com e to  a  vo te . I t  
d idn ’t  ju s t fa ll  th ro u g h  th e  cracks du rin g  th e  
chaos o f a d jo u m m n t e ith e r . T h e  H o use  
adopted  HB 44 unan im o usly  the  f irs t  day  of 
th e  1988 session.

HB 44 w ould  h av e  passed  if  i t  h ad  been 
brough t to  th e  floor, b u t th e  S enate  leader­
ship  d id n ’t  w a n t th a t  to  hap pen . So th e y  
k illed  i t  b y  allow ing  the  su n  to  se t in  th e  
dark , aw ay  from  public  review .

Recent s ta tew ide  po lls show  th a t  80 p er­
cen t of A laskans sup po rt th e  m a n d a to ry  auto  
insurance  p rogram  and w an t i t  streng thened  
to  requ ire  p roof of insu rance  "up  f ro n t"  in  
o rd er to  reg is te r your vehicle. A la sk a ’s auto  
insurance  ra tes have n o t increased  since th e

law  w en t in to  effect. In fac t they  h av e , 
dropped  tw ice in  th e  la s t th ree  years.

More im po rtan tly , o u r m an d ato ry  insu r­
ance program  h as  cut the  nu m ber of un in ­
su red  d rivers on  A laska ’s h ighw ays in  h a lf 
— to  less than  10 percent tod ay  — one of the



L i a b i l i t y
By Larry Pcrrity

Trim Wrttw

JUNEAU — Alaska drivers as 
of Jan. 1 no longer will be re­
quired to have liability insurance 
due to the Senate’s failure to ap- 
prove legislation this session.

The state’s mandatory auto 
insurance law will expire Jan. 1, 
after a four-year history.

But, under a different law, If 
drivers are In an accident they 
will have to prove they can pay 
the bills or risk losing their li­
censes for three years.

There are an estimated 30,OCX) 
uninsured drivers in Alaska, ac­
cording to the Division of Motor 
Vehicles.

House members in the first 
week of the session in January 
passed a bill (HB44) to amend 
state iaw to require proof of in­
surance before people would be 
allowed to register their vehi­
cles.

The House vote was 38-1, but 
the clear majority arid quick ac­
tion by the House didn't help 
much in the Senate.

"There was no input at all" 
from senators pushing for the 
bill, said Rules Chairman Sen. 
Dick Eliason, R-Sitka.

S a tu r d a y ,  M a y 14,1168, T h e  Anchorage T im e s
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"Tlie only legislator who ap­
peared to be interested was Don­
ley," Eliason said. The measure 
was sponsored by Rep. Dave' 
Donley, D-Anchorage.

Donley’s bill was one of about 
40 measures that died In the 
Rules Committee when the Sen­
ate adjourned Tuesday morning.

The commltte Is the final stop for 
bills before they reach the floor 
fora vote.

Before making It to Rules just 
two days before the session 
ended, Donley’s bill spent three 
months In Sen. Mitch Abood’s 
State Affairs Committee, often a 

for bills opposed by
I,. !«• I I

Senate leaders.
A House bill to require that 

drivers and passengers use seat 
belts died In Abood’s committee 
this session.
• Alaska’s current auto insur­
ance law .is an after-the-fact 

• mandatory coverage. It requires 
I  proof of Insurance after an i»ccl- 

dent, not before. Failure to have 
—  insurance after being involveid in 

an accident, regardless of fault,. 
results in a 90-day license suspen­
sion.

The law also requires viola­
tors to purchase expensive, high- 
risk Insurance for three years 
• f t ?  the a c c j d f lU ;  M ioMlH tit

‘TO



- the law thaLbas drawn a lot of 
public critlclsnu ....

Ponley’s bill- would- have 
turned around the law to require 
that owners c e r t i f y  t o  t h e  Divi­
sion of Motor Vehicles that they
have Insurance prior to receiving 
their annual registration tags.

The current law was adopted 
b v  the 1984 legislature with a pro­
vision that It expire Jan. 1,1969, 
unless extended by lawmakers.

Termination o f  the existing In­
surance law on Jan. 1 will not af­
fect Alaska’s '.financial . re­
sponsibility law. Under that pro­
vision, people a t fault V  Occi­
dents Involving personal irijuiy 
or property damage hi excess of 
$500 must show their ability to 
pay the damages or r i s k i n g  * 
their licenses for three yeafa. v

Drivers may.avold Jdshig their 
licenses by showing ptBo|o(. In­
surance, paying the victims , o r ■< 

getting the victims to ireW ale^ 
them from liability for-Wdarh- • 
ages, said Charles Hoacfc/Svl- f -  

slon of Motor Vehicles dewfvdi- ’ rector. ,

Prior to tlie mandatory insur­
ance law of 1984, be said, 20 per-



•  •

Saturday, May 14,1968, Thu Anchorage Times

P r e m i u m s :  S t a b l e
Continued from page OI

the estimated $750,000 In addi­
tional enforcement costs listed In 
a 1987 public safety commission 
report.

The state has no firm estimate 
on how many of its 300,000 moto­
rists are uninsured due to com­
plexities in registration tabula­
tions and the five-year cycle of li­
cense plate issuance, Koch said.

The Division of Public Safety 
bases its estimates on Informa- 

• tion gathered In accident reports.
Some drivers never buy Insur­

ance regardless of the laws.
"There’s always a hard-core 

group that says, 'By God I’m 
going to do it my way’,” Koch 
said. "And as long as a person 
doesn’t have an accident or a 
serious violation nobody’s going 
to know about it.”
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w th em se lv es to be hood- 
ked into supporting  the 
eping school bo ard  
lges favo red  by som e 
n b e rs  of the assem bly, 
nee the  day  .Anchorage 
in, th e  people h e re  have 
ved a  unified school dis- 
answ ering  to a  school 

d e lec ted  at* large —  
everyone in town hav- 

' he opportunity  to vote 
he best of a  whole field 
ndidates, all p ledged to 
1 w ith equal fe rvo r 
.• boy and g irl in ev e ry  
•1 th roughout the city, 
has been a  m arve lous 
m  —  ra tified  and rati- 
igain  by the people of 
)rage, m ost recen tly  

the old borough and
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E u r o p e  c h e c k s  

U . S .  f l i g h t s  f o r  

f o r  d r u g s

AMSTERDAM —  A strange 
thing happened on my way 
through Amsterdam’s Schlphol 
Airport: I saw a number of pas­
sengers . arriving from Boston 
stoppedjby, Dutch custonW offi- 

1 & C  " “J " ^

llwl ims touro'

1.1 aMnct to more rigorous
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S e n a t o r  b u r i e s  c a r  i n s u r a n c e  l a w
By JOHN LINDBACK
Daiiy News reporter

JU N EA U  — A la s k a ’s m an d a to ry  ca r 
insurance  law  is scheduled to d ie  Jan . 
1 because a  po w erfu l s ta te  sen a to r 
k illed  a b ill  to  k eep  it  alive.

When th e  1984 leg is la tu re  passed  the  
law , it  appeased  th e  id e a ’s m ost vocal 
c ritic , Sen. D ick E liason , R -S itka, b y  
tack ing  on a  su n se t provision: The law  
w ould  die Ja n . 1, 1989, if  th e  leg isla ­
tu re  d idn ’t  renew  it.

On the  la s t  n ig h t of th e  session, 
•Eliason, cha irm an  of th e  S enate  R ules 
C om m ittee, h e ld  in  h is com m ittee  a 
H ouse b ill to  con tinue  th e  law . A ll

b ills  m ust pass th ro u g h  the  rules com­
m ittee  on th e ir  w ay  to  th e  floo r for 
votes.

The H ouse had  passed  th e  b ill  38-1 
early  in  the  session.

“ I w a sn 't  being  v in d ic tive  abou t i t ,” 
E liason  sa id  T hursday . “ I w as ju s t 
doing m y jo b ."  H e sa id  he k illed  the  
law  because of a  rep o rt la s t y e a r  by  
the  D epartm ent of P ub lic  S afe ty  th a t 
cited problem s and costs w ith  adm in is­
te ring  it.

Besides, he said , “ I t 's  been  a non-is­
sue on th e  Senate side. I  only  had  a 
couple people ta lk  to  m e abou t i t . ”

T he law  was passed  in  1984 a fte r

years of com plain ts from  A laskans 
about accidents w ith  un in su red  d riv ­
ers. (U nder it, d riv e rs  involved  in 
accidents and  serious tra ffic  v io lations 
m ust show  proof of insurance  to  po ­
lice. Those w ith o u t such proof can 
have th e ir  licenses suspended. The law  
re q u ire s  v e h ic le  o w n e rs  to  c a r r y  
$50,000 coverage fo r single in ju ries, 
$100,000 coverage fo r m u ltip le  in ju rie s  
in  a single  accident, and  $25,000 cover­
age for p ro p erty  dam age. R ural areas 
a re  exem pted.

The s ta te  shou ld n ’t force people to 
buy insurance, E liason  sa id . People 
can p ro tect them selves because' th e

sta te  requ ires insu rance  com panies to 
offer A laskans un in su red -d river p ro ­
tection  in  th e ir  s tan d a rd  policies. U n­
insu red-d river p rov isions add  little  to  
th e  to ta l cost of insurance, he claim ed.

The p rim e  sponsor of th is  y e a r’s 
House b ill, Rep. D ave Donley, sa id  
sta te  s ta tis tic s  show  th e  law  is w ork ­
ing. The sta tis tic s  say  th e  num ber of 
u n insu red  d rivers involved in  acci­
dents h as  dropped from  abou t 20 p e r­
cent to  abo u t 10 percen t since the  law  
w en t in to  effect.

" I t  w asn ’t lik e  i t  w as a  tu rk e y ,”

See 8ack Page, INSURANCE

Anchorage Daily News/Bob Haffreo

Sen. Dick Eliason
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1*5 publicly side With either plan. • Uoid'. cbnuinem ; fiindve in its 
Sources said that Warner was po rt*/ 'H ow ard said. "T he

nut uHve «nuugn personnel to 
Inspect more than 1 percent of 
those containers"

H E A R T :  R e s e a r c h  l o s e s  f e d e r a l  f u n d i n g  I N S U R A N C E :  S e n a t o r  e n d s  r e q u i r e m e n t

J a r v l k - 7

Jarvik-7 mimics the hum an heart, 
using machine-driven air', y.&<, 
pressure to pum p blood ' - m K  • 
throughout the body. It is a ‘ 
permanent replacement (or the 
dam aged hum an heart.

B lood  collecta In 
inner sac before 
air pressure
forces it out carbon

valves

th a t the  decision "does not 
affect FD A  approval for" the] 
m om ent.”  • U " ,  } %  '

being
lv! 1967,'’■ bu t on ly  to serve a 
.. j, te m p o ra ry  re p la c e m e n t ,,’fo x y

nntiirnl . ‘

w h ile "a n o th e r  hum an 
w a s ' being sought.

Continued from Page A-1

blood th roug h  th e  c ircu lato ry  
system .

B ut doctors h ave  im planted  
a rtific ia l h e a rts  In m any  p a ­
tie n ts  to  keep  them  a liv e  un­
t i l  d o no r h ea rts  have been 
av a ilab le  fo r tra n sp la n t. '

A ltho ugh  lab o ra to ries  and 
h o sp ita ls  re lian t on federal 
funds w ill no  longer be  able 
to  develop and  experim en t 
w ith  to ta l a rtific ia l hea rts , 
p r iv a te ly  fin a n ce d  in s t i tu ­
tions w ill no t be  affected.

Am ong th e  la t te r  is Hu- 
m ana-A udubon H osp ita l, in  
L ouisville, Ky. The a rtific ia l 
h e a rt program  there , su p p o rt­
ed en tire ly  by  p riv a te  funds, 
is d irected by  D r. W illiam  
DeVries, the  surgeon w ho p e r­
form ed the f irs t im p lan ta tio n  
of w ha t w as in tended  as a 
perm anen t a rtific ia l h ea rt in 
a  hum an being. The opera tion  
w as perform ed in 1982 on 
B arney C lark , who d ied  th ree  
m onths la ter.

The NIH said  th a t  a lthough 
the  governm ent had  co n trib ­
u ted  nearly  $240 m illion  to 
the  developm ent of an a r tif i­
cial h ea rt since 1964, the  $2.7 
m il lio n  a p p ro p r ia te d  th is
y ea r w ould be the  last. F rom  w ould no t affect its

' now- on, a spokesm an sa id , se a rc h ' e ith e r in  hea
research  funding  w ould  focus devices o r com plete a
on th e  developm ent of le ft hea rts . DeVries deplored;: luc. w, ___________ _______
v e n t r ic u la r  a s s is t  d e v ic e s , ‘ cancella tion  of fe d e ra l4 u n d s " " ‘6pers of th e  J a rv ik  7 encoun-
w hich w ill no t only  be  used  to  to  o thep ^d rtific ia l h ea rt re- tered  was the;sharpness of the
assist pa tien ts  aw aitin g  th e ^ s e o r c h e r s ,  say ing  the decision pulses th a t  send blood surg-
tra n sp la n t of a  n a tu ra l h e a r t;  w ould  h inder, h a lt, or, in te r- ing th rou gh  a p a tie n t’s circu-
b u t m ay  lead to fu r th e r  a r t if i­
cial h e a r t  developm ent. When 
a le ft v en tricu la r a ssist device 
has been  perfected , a device 
m ore closely approx im ating  a 
com plete h e a rt m ay  be the  
nex t step .

In  a  s ta tem en t a ttr ib u ted

Plastic
ventricle _  . „Tubes to air. «„

compressor
It pum ps oxygen-depleted blood 
from the body into the lungs, 
which restore the oxygen; and 
pum ps the oxygen-enriched 
blood to the body j-

: ■ • 5*"’
CNcago Tribune Graphic; [ a t .

Source: Chicago Tribune news anMit^v

g ra n t p e rm iss io n  fo r  each 
such opera tion  in advance. It Continued from Page A-1 loses only his o r  h e r license. 

" I t  doesn’t  ,do m uch fo r thewas not clear w h e th e r .- th e iv Y v  r* , . m. , : it aoesn t ,ao mucn tor tneFDA would prohibit any ! PpW e^said  Thursday: as;he "  person-rwho gets hurt and ■*** * . . • / ♦ «  <«««- “ T+ doesn’t'g e t; ,  compensated,”
* Dpnley-said-..1
j D on |ey  <sald he tr ie d  to  

,l| convipce E liason  in th e  final, 
/  hectic hours o f th e  session to 

g ly e ;th e  b il l  a  .floor vo te. He 
■ j alsq, enliste(3 thd  a id in f  Com- 
jj. m issions*. - of < -P ub lidX S afe ty

K illing  th e  m andatory, (in ­
surance laW; leaves A laskans 
w ith  only,' an old .^'financial 
respo nsib ility” law  as d/rfe-

" . th e v p a t le n t ’s n a t u r a l - h e a r t " '  fo r a u to , dam ag es/exceed ing  j 
u.   " u $500 pnd fo r personal in ju ries.

T hefffiS t "m echanical"heart •: ven ien t 'fo r- accident v ictim s,
ThA. old law  IS m ore incon-

to be insta lled  perm anen tly  in - 
a  p a tien t w as the  J a rv ik  7 
a  com pressed-air pow ered  de­
vice designed by Dr. R obert 
J a rv ik  in  th e  e a rly  1970s 
w hile he w as a  m edical s tu ­
d en t a t  .th e  U n iv e rs i ty  of 

v U tah  and;,w as im plan ted  by 
DeVries ln 'C la rk . Com pressed 

I a ir  passed through  the  device 
operates a  m ulti-layered  dia- 

." iph ragm  w hich in  tur^i drives 
. . . ^ t h ^ b l o p d  p as t a sim ple sys- 
- " ' ;,"tem o f ^ l v e s .  Its pow er ini- 

, tiaUy.vW as^upplied b y  a  250- _ 
JWn re-,]®;pound a ir  M ^pT essof. L a i^ r

b y  (a,;

as"a,itfi’-J requiresV rininsured 'im 'dtqrists •' s io ner’s  lobbying  d id  l it tle  to  
• f o r j " a t  fau ltT h ran ' accident to  p a y  ' -sway. h im . .A.,- J a n .-.16, 1987,

rep o rt to  -to the  leg is la tu re  by 
th e  com m issioner who preced­
e d  h im ,; ' W ill ia m  N ix , 
contained convincing facts, he
sa id   "

• D espite th e  10 p ercen t drop 
in  un insu red  d riv e rs , th e  re- 

i 'p o r t  sa id , " i t  is  d ifficu lt to  
 ̂ say  w h e th er o r  n o t . th e  m an: 

f d a to r y , insu rance  p rog ram  is

•-according to  D onley and s ta te  
officials.' -Victims m ay  have to  
w a it m onths o r y ea rs  to  get 
paid . Also, if  an a t-fau lt, u n ­
insured  d riv e r can’t  p ay ,- o r 
refuses to pay, th e  d riv e r

c o s t-e ffe c tiv e .”  D u rin g  th e  
f irs t fu ll fiscal y e a r  it  w as in 
effect, th e  law  cost law  en­
forcem ent agencies and the  
court system  about $750,000, 
he sa id . Police officers m ade 
m ore “ d riv ing-w hile-license- 
su sp e n d e d ”  a r r e s ts  b ecau se  
th e  la w  su sp e n d e d  th e  l i ­
censes of people  w ho drove 
w ith o u t insu rance. P rosecu­
to rs hand led  m o re  driving- 
w hile-license-suspended cases. 
T he c o u r ts  h a n d le d  m o re  
cases and  th e  D ep artm en t of 
Public  S a fe ty  lab o red  u n d er 
m ore p ap erw ork , h e  said .

N ix, in  h is  rep o rt, told  the  
le g is la tu re  th a t  b ecau se  o f 
budget cuts he w ould  cease 
a dm in is tra tio n  o f th e  law  as 
of Ju ly  1, 1987. B ut d ep a rt­
m en t officials sa id  T hursday  
th a t th ey  a re  s til l  enforcing 
it.

N O R I E G A :  W h i t e  H o u s e  p u s h e s  f o r  p l a n

";V- Continued from Page A-1

;'Mld.;fe_ _____
"N e g o tia tio n s  ‘w ith -^ o r ie g a  and tab s  

" o  agreem ent had  b ee n ’reached

e declined to  d e ta il specifics of.,the,'

W a r n -

w ants to  proceed w ith  the  prosecution.
" I  am  authorized to say  h is v iew s h av en ’t 

changed and  he w an ts to  proceed w ith  the  case 
he'h-ready to  prpceed w ith  th e  t r ia l ,” sa id  

K ellner’s execu tive a s s is ta n t; 
^ ^ ■ ^ « ;^ M e ^ e iir 'o u ld 'n b t c o m m e n t" "1 '

in s is te d  t h i t
V , ,  ■, , . .. .  f  . ’<  N oriega m u st leave  P anam a and  face chargesp roductive  p lea  b arg am  th a t w e h ave  seen in

a  long t im e "  W hite H ouse C hief of S ta ff  “  o

ru p t the  e ffo rts of "ou ts tan d- la to ry  system . This m ay  have 
ing  w o rk e rs .” The su rg eon " '-  c o n tr ib u te d  to  th e  c lo ttin g  
added th a t  research  jh s titu -  and  s tro k e  c o n d itio n s  suf- 
t io n s  m u s t in c re a s in g ly  do fered by  som e patien ts. Sever- 
w ith o u t federa l financing, and  a l a l te rn a t iv e  d esigns h a d  
re ly  on p riv a te  reso u rc es /’/ ’ ^ ^  been .under s tu dy  u n til Thurs- 

D eVries has implanted- no -"; d ay ’s, decision; am ong them  
new  a rtific ia l h ea rts  i n ' t h e  ';' 'w a s ‘ an electrically-pow ered

H ow ard  B ak er said . * r ,
The W hite H ouse and  S ta te  D ep artm ent 

sought to  keep a m an tle  of secrecy over th e  . 
e ffo rts to  rem ove N oriega from  pow er. Offi-i yj 
c ia ls sa id  p rem atu re  disclosure, of d eta ils  o f "  
th e  negotia tions w ith  th e  P an am an ian  general ;'v 
could dera il th e  ta lk s.

B ut according to  a d m in is tra tio n  officials, t 
one p roposal u n d er nego tia tion  included t h e i  
p o s s ib ility  th a t Norippa w ou ld  foro no p r im i.r

U .S. economic sanctions hav e  fa iled  to  d is­
lodge N oriega, w ho is th e  lea d e r of the  
P anam an ian  defense forces, and  th e  adm in is­
tra tio n  has been forced to  scale b ack  its  public 
dem ands.

,,,v When a rep o rte r a sk ed  w h e th e r perm itting  
N oriega to  avoid p rosecution  in exchange for 
g iving up  pow er w ould  send “ a signal th a t 
crim e p a y s ,” F itz w a te r said: "We ju s t have to 
w a it and  see the  outcom e of th is . I d o n ’t th in k
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S U M M A R Y  O F  R E S U L T S

The average premium consumers pay for their automobile 

insurance rose by more than 60 percent between 1982 and 1987 

more than three times the increase in the Consumer Price Index. 

These large increases reflect the interaction of a. number of 

factors, all tending to increase the frequency of claims and the 

costs of paying those claims. This is no comfort to consumers, 

however, who have made their concerns clear at the voting booth.

Proponents of no-fault insurance have long believed that a 

properly designed no-fault plan offers at least a partial solution 

to the problem of spiraling insurance costs. However, quantitative 

estimates of the potential savings to consumers have not thus far 

been available. Previous studies (in particular, a comprehensive 

1985 U.S. Department of Transportation review of the no-fault ex­

perience) have focused primarily on the many advantages of no-fault 

for accident victims, and have not produced estimates of lower 

premium costs.

This study systematically investigates the effect of no-fault 

systems on average premium levels. The principal finding, based 

on analysis of data from all 50 states plus the District of 

Columbia on the determinants of automobile insurance premiums, is 

that v e r b a l - t h r e s h o ld  n o - f a u l t  p la n s  y i e l d  s u b s t a n t i a l savings to 
consum e rs i n  th e  fo rm  o f  re d u c e d  p rem ium s . On the basis of 1987 

data, the most recent available, we estimate that adoption of such 

no-fault plans nationwide would yield a n n u a l s a v in g s  to policy 

h o ld e r s  o f $3 .7 b i l l i o n .



Only three states —  Florida, Michigan, and New York —

currently have such verbal-threshold plana, that permit accident

victims to make claims under the traditional fault system only in 

the event of a very serious injury. An additional eleven states 

have dollar-threshold plans that afford accident victims much 

greater ability to make fault-based claims. The results presented 

here indicate that these dollar-threshold plans do not offer 

comparable savings potential.

The actual effect of verbal-threshold no-fault on any

individual's rate would depend on a complex set of factors that 

insurance companies use to try to determine the riskiness of

individual drivers, including the driver's age, sex, marital 

status, driving record, and where he or she lives. The actuarial 

process by which insurance companies develop their rate structures, 

and the effect of no-fault on specific rates, is beyond the scope 

of this study. However, the range of potential savings would be 

large. It is reasonable to conclude that some households could see 

declines in their annual insurance bills of as much as several 

hundred dollars, if verbal-threshold no-fault plans were adopted 

in their states.
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CONSUMER SAVINGS FROM 

NO-FAULT AUTOMOBILE INSURANCE



I . I N T R O D U C T I O N

The average premium consumers pay for their automobile 

insurance rose by more than 60 percent between 1982 and 1987 

more than three times the increase in the Consumer Price Index. 

These large increases reflect the interaction of a number of 

factors. For example, the frequency (number of claims per car) of 

bodily injury claims increased by about thirteen percent (between

1983 and 1987). Medical costs increased by 40 percent (between 

1982 and 1987) —  more than twice the change in the overall cost 

of living. And, automobile thefts per registered car increased by 

almost five percent (between 1982 and 1986).

Given these trends in the frequency of claims and the factors 

that go into paying those claims, it comes as no surprise that 

premiums have been rising rapidly. This is no comfort to con­

sumers, however, who have made their concerns clear at the voting 

booth. Proposition 103, passed recently by California voters, 

calls for a 20-percent rollback in premium levels.

Proponents of no-fault insurance have long believed that 

properly designed no-fault plans offer at least a partial solution 

to the problem of spiraling insurance costs. However, quantitative 

estimates of the potential savings available to consumers have not 

thus far been made.

Previous studies (in particular, the May 1985 Department of 

Transportation report entitled Compensating Auto Accident Victims:

1984 Follow-Up Report on No-Fault Auto Insurance Experiences) have 

demonstrated many of the other benefits of no-fault for consumers. 

Specifically, more accident victims receive compensation in states 

with no-fault plans than in the traditional insurance states. In 

addition, the compensation is on average higher and made available 

to beneficiaries more rapidly under no-fault systems. The DOT 

report did not, however, estimate the effect of no-fault on the 

premiums consumers pay.
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This study systematically investigates the effect of no-fault 

systems on average premium levels, and yields estimates of the 

total savings to consumers that would result if no-fault insurance 

were adopted nationwide.

I I .  NO-FAULT INSURANCE

All no-fault plans have a number of different provisions and 

no two states have adopted plans that are identical in all 

respects. However, each of the fourteen states generally con­

sidered a no-fault state has an insurance plan with the following 

two principal defining characteristics:

1. Restricted access to the tort system. In no-fault states, 

accident victims are precluded from making claims on other 

drivers unless their accident-related costs exceed a specified 

threshold. In eleven of the fourteen no-fault states, 

accident victims are permitted to make claims under the 

traditional tort system only if their accident-related medical 

costs are above a specified dollar-threshold level. These 

dollar thresholds range from $400 to $6,000. Three of the no­

fault states have adopted verbal thresholds, which permit 

access to the tort system only if the accident victim has 

suffered a very serious injury. The following table clas­

sifies the no-fault states according to the type of threshold 

they have adopted.

NO-FAULT VERBAL-THRESHOLD STATES

FLORIDA NEW YORK

MICHIGAN

5



NO-FAPLT DOLLAR-THRESHOLD 8TATE8 
(1987 d o l l a r  am oun t o f th r e s h o ld  in  p a re n th e s e s )

COLORADO ($500) 
CONNECTICUT ($400) 
GEORGIA ($500) 
HAWAII ( $ 6 , 0 0 0 ) 
KANSAS ( $ 2 , 0 0 0 ) 
KENTUCKY ( $ 1 , 0 0 0 )

MASSACHUSETTS ($500) 
MINNESOTA ( $ 4 , 0 0 0 )
NEW JERSEY ( $ 1 , 7 0 0 ) 
NORTH DAKOTA ( $ 2 , 5 0 0 ) 
UTAH ( $ 3 , 0 0 0 )

2 . M anda ted p u rc h a s e  o f  p e r s o n a l i n i u r v  p r o t e c t i o n  (P IP ) 
in s u r a n c e . A l l  o f th e  n o - f a u l t  s t a t e s  l i s t e d  above m anda te 
t h a t  d r i v e r s  p u rc h a s e  P IP in s u r a n c e , w h ic h  p r o v id e s  com pensa­
t i o n  f o r  m e d ic a l e xp e n se s , l o s t  w ages , and o th e r  n o n - p a in - a n d - 
s u f f e r i n g  c o s t s , in  th e  e v e n t o f an a c c id e n t .

T w e lv e a d d i t i o n a l s t a t e s  p lu s  th e  D i s t r i c t  o f C o lum b ia —  th e  
"a d d -o n " s ta t e s  —  have a d o p te d  some e le m e n ts  o f n o - f a u l t ,  w i t h o u t 
l i m i t i n g  a c c e s s t o  th e  t r a d i t i o n a l  f a u l t  s y s te m . Some o f th e  ad d ­
on s ta t e s  r e q u i r e  t h a t  d r i v e r s  p u rc h a s e  P IP , and a l l  r e q u i r e  t h a t  
in s u r a n c e  com pan ie s o f f e r  su ch p r o t e c t i o n .  The f o l l o w in g  s ta t e s  
r e q u i r e  p u rc h a s e  o f P IP b y d r i v e r s :

STATES REQUIRING PURCHASE OF PERSONAL INJURY PROTECTION

COLORADO
CONNECTICUT
DELAWARE
FLORIDA
GEORGIA
HAWAII
KANSAS

KENTUCKY
MARYLAND
MASSACHUSETTS
MICHIGAN
MINNESOTA
NEW JERSEY
NEW YORK

NORTH DAKOTA 
OREGON
PENNSYLVANIA 
SOUTH CAROLINA 
UTAH
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I I I .  E F F E C T  O F  N O - F A U L T  O N  P R E M I U M S

If no-fault insurance reduces unnecessary litigation expenses 

and claims for nonpecuniary costa (i.e., pain and suffering), the 

savings should be passed on to consumers in the form of lower 

premiums. It would, however, be inappropriate to estimate these 

savings simply by comparing the premium levels in the no-fault 

states with those in the traditional states, because of the many 

other factors that are important in determining premium levels. 

If we did not control for these other factors, estimates of the 

effect of no-fault on premiums might be seriously biased. Multiple 

regression analysis is a statistical tool designed to isolate the 

impact of each causal variable on average premiums and eliminates 

this potential bias.

To test the hypothesis that no-fault leads to lower premiums, 

we constructed a multiple regression model that relates average 

insurance premiums in each state to a variety of factors, including 

whether the state has adopted a no-fault plan and the characteris­

tics of that plan, as well as other important determinants of 

accident costs and insurance premiums. By appropriately control­

ling for the many other factors that influence automobile insurance 

premium levels, we can isolate the effect of no-fault and its 

component elements.

Average insurance premiums are defined as total premiums —  

including private passenger auto liability, physical damage and no­

fault premiums —  divided by the number of registered cars. The 

model controls for the following factors that would be expected to 

have a significant effect on the costs of automobile accidents and, 

therefore, on premium levels: automobile accident fatality rates,

auto theft rates, hospital costs, automobile repair costs, 

population density, the percent of cars that are insured, and 

personal disposable income.

Controlling for these factors, the model then estimates the 

price impact of no-fault plans by including factors that indicate
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whether a state is a no-fault state and the |V,. . I an

adopted. Specifically, no-fault plans are
1 \ \  ̂11 | iti.rl. '/•(

whether a state has a tort liniita ( | I

if it does, whether the limitatic a

dollar-threshold limitation, 0 1 « Cl Utti - Llll Ĉ liuld

limitation; and

• whether purchase of PIP insurance is required.

The model was run separately using data for 1986, 1987, and 

"pooled" 1986-87 data. All the data series used are standard for 

insurance studies of this type and are publicly available. The 

model, data sources, and the results obtained are discussed in more 

detail in the attached appendix.

The model generally fits the data quite well, explaining 

between 76 and 80 percent of the variation in average premiums. 

As expected, factors that influence accident-related costs (whether 

insured or not), such as fatality and theft rates and hospital 

costs, are important determinants of average premium levels.

With respect to the no-fault variables, the principal results 

are as follows:

Not surprisingly, limiting access to the tort system can 

be expected to decrease average premiums, while requiring 

the purchase of PIP insurance can be expected to increase 

them.

Adoption of a dollar-threshold no-fault plan may yield 

savings, but these savings would be small relative to 

those possible from a verbal-threshold plan. The effect 

of a dollar-threshold tort limitation on premiums, while 

tending to reduce them, is not statistically significant 

at a high confidence level.

8



on the other hand, the effect of a verbal-threshold tort 

limitation is substantial and statistically significant 

at a high confidence level.

The negative effect on premiums of a verbal-threshold 

limitation outweighs the positive effect of requiring the purchase 

of PIP, so that the net effect of the two*is a reduction in auto 

insurance premiums. On the basis of 1987 data, the most recent 

available:

The net effect of adopting verbal-threshold no-fault

plans nationwide would be savings of $3.7 billion

annually.

The actual effect of verbal-threshold no-fault on any 

individual's rate would depend on a complex set of factors that 

insurance companies use to try to determine the riskiness of 

individual drivers, including the driver's age, sex, marital 

status, driving record, and where he or she lives. The actuarial 

process by which insurance companies develop their rate structures, 

and the effect of no-fault on specific rates, is beyond the scope

of this study. However, the range of potential savings would be

large, and it is reasonable to conclude that some households could 

see declines in their insurance bills of as much as several hundred 

dollars, if verbal-threshold no-fault plans were adopted in their 

states.



V. E S T I M A T E D  S A V I N G S  U S I N G  1 9 8 6 - 8 7  D A T A

The savings estimates presented above are based on the 

statistical results obtained using statewide data for 1987. Pooled

1986-87 data, while less recent, represent a larger data base. 

These data support the substantial savings potential of verbal- 

threshold no-fault plans.

• On the basis of 1986-87 data, nationwide savings of $2.9 

billion would be obtained if all states adopted verbal- 

threshold no-fault plans.

10



A P P E N D I X

The regressions are aimed at determining whether the adoption 

of no-fault insurance raises, lowers, or leaves unchanged average 

automobile insurance premiums. Simply examining the relationship 

between average premiums in no-fault states, however defined, and 

average premiums in traditional fault states would be potentially 

misleading because other determinants of tariffs are likely to be 

correlated with no-fault variables. If we do not control for these 

other influences, the effect of no-fault on insurance prices is 

likely to be seriously biased. Multiple regression analysis is 

designed to isolate the impact of each causal variable on premiums 

and eliminate this bias.

Automobile insurance premiums, like all other prices are 

determined by a variety of cost and demand factors. The variables 

included in the final regression results are defined in Table A.I. 

The results are presented in Table A.2.

Table A.2 presents results obtained using three sets of data - 

- 1986 observations, 1987 observations, and all observations pooled 

for both years. Using appropriate tests, we are not able to reject 

the hypothesis that the relationship between premiums and these 

explanatory variables is constant over time. Thus, there is a case 

for pooling the data.

The adjusted R2s range from .76 to .80 and the F statistics

are all significant at the 99 percent confidence level. The

coefficients of all the explanatory variables, with the exception 

of DTORT, are also generally significant at high confidence levels.

The results are mostly as expected. Average premiums are

positively related to fatalities per car (FATRCY) and thefts per 

car (THEFTRCY). States with higher hospital costs (HR) have higher 

auto insurance premiums. States with higher disposable incomes

D I S C U S S I O N  O F  R E G R E S S I O N  R E S U L T S

1 1



(PCI) and percent of the car population insured (PERINS) —  two 

demand variables —  also have higher premiums. The coefficient on 

population density (DENS) is, somewhat unexpectedly, negative. We 

would have expected the states with higher population density to 

have higher premium levels. It turns out, however, that some very 

low density states, such as Alaska and Nevada, have very high 

premiums. The automobile repair cost variable (REPIND) has a 

negative coefficient, rather than the positive one we would have 

expected.

Our major interest, of course, is with the no-fault variables. 

The effect of no-fault is captured by three variables:

1. The effect of a dollar-threshold tort limitation (DTORT) on 

premiums is negative, but only at about the 80 percent 

confidence level in the pooled equation and at lower levels 

in the other equations.

2. The effect of a verbal-threshold tort limitation (VTORT) is 

negative and much larger that the effect of the dollar 

threshold. It is significant at the 95 percent level in the 

1987 equation and at the 99 percent confidence level in the 

pooled equation. This is a strong result, tempered only 

slightly by the fact that there are only three verbal- 

threshold states in the data base (six observations for the 

pooled data).

3. Finally, as expected, requiring drivers to purchase PIP 

insurance (PIPREQ) increases average premium levels.
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TABLE A . l
D E S C R I P T I V E  S T A T I S T I C S  AND S O U R C E S  FO R  R E G R E S S IO N  V A R IA B L E S

(Means and standard deviations are for pooled 1986 and 1987 d a t a )

Variable

AVPRM

M e a n

433 . 9 2

S t d .
D e .Vi

98 . 4 0

E f i f l n i U p n / g o u r c e

Average premium per 
registered car. Avg. pre­
mium includes auto 
liability , physical 
damage, and no-fault 
premiums. For 1986 ,
Best's Insurance Manag. 
Reports, 1986 Avg,
Private Passenger Auto 
Premiums bv State. For 
1987 , Best's Executive 
Data Service. Car reg­
istrations from Federal 
Highway Administration, 
Highway Statistics 1986 
an.d_-l.98_7.

DTORT 0 . 2 2 0 . 4 1 Dummy variable equals 1 
for dollar-threshold 
states, 0 otherwise. 
From American Insurance 
Association, Summary of 
Selected State Laws and 
Regulations Relating to 
Automobile Insurance. 
1987-1988.

VTORT 0.06 0.24 Dummy variable equals 1 
for verbal-threshold 
states, 0 otherwise. 
Same source as DTORT.

PIPREQ 0.36 0.48 Dummy variable equals 1 
for states that require 
personal injury 
protection (PIP), 0 
otherwise. Same source 
as DTORT.

F A T R C Y 0 . 0 0 0 4 0.0001 Fatalities per car
registered. From Highway 
Statistics 1986 and 1987.
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D E S C R I P T I V E  S T A T I S T I C S  A N D  S O U R C E S  F O R  R E G R E S S I O N

V A R I A B L E S  ( c o n t ' d )

Std.
v a r i a b l e  M a a n  Pay.

DENS 352.58 1,380.31

HR 501.99 114.33

PCI 12,280.98 2,022.16

PERINS 1.006 0.15

REPIND 12,382.24 1,730.71

lait ion/Source

Population Density - Res­
idents per square mile in 
1 9 8 6 .  From the Statist­
ical Abstract of the 
LL..S 19.9.3» Table 21, pg. 
19. 1 9 8 6  data was
repeated for 1 9 8 7 .

Average hospital cost per 
day per patient. From 
American Hospital 
Association, Hospital 
Statistics 1 9 8 7  and 1 9 8 8 .

Disposable personal 
income per capita in 
current dollars. From 
the U.S. Bureau of 
Economic Analysis, Survey 
of Current Business. 
August issues.

No. of car years insured 
per car registered. For 
1 9 8 6 ,  car years equals 
the sum of voluntary car 
years and shared car 
years from AIPSO FACTS 
1 9 8 7 / 1 9 8 8 . For 1 9 8 7  

CY/REG = (1 + avg. % 
increase in the ratio 
CY/REG from 1 9 8 2  - 86) X 

(the ratio of CY/REG in 
1 9 8 6 ) .

Payroll expenditures per 
employee in general 
automobile shops. From 
the Census of Services 
Industries. 1 9 8 2 . Bureau 
of the Census. Same data 
was used for both 1 9 8 6  

and 1 9 8 7 .
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D E S C R I P T I V E  S T A T I S T I C S  A N D  S O U R C E S  F O R  R E G R E S S I O N  V A R I A B L E S

( c o n t 1d)

v a r i a b l e

THEFTRCY

Std.
Mean Dev, Definition/Source

0.0073 0.0044 Motor vehicle thefts per
registered car. For 
1986, thefts from the 
1987 - 1988 Propertv/Cas- 
ualtv Fact Book, per. 97. 
For 1987, THEFTRCY = 1986 
THEFTRCY x the avg. 
annual growth in THEFTRCY 
from 1977-86 from the
1987-88 Property/Casualty 
Fact Book, pg. 97.
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TABLE A .2
ESTIMATES OP THE EFFECT OF NO-FAULT INSURANCE 

ON AVERAGE PREMIUMS (AVPRM)
(Numbers i n  p a r e n t h e s e s  a r e  t-scores)

V a r i a b l e 1 9 9 ? 1997 1 9 8 6 - 8 7

C - 2 4 1 . 8 0 - 2 4 9 . 7 4 - 2 6 0 . 4 2
( - 3 . 0 9 ) * * * ( - 2 . 3 1 ) * * ( - 4 . 2 3 ) * * *

D T O R T - 1 3 . 6 8 - 2 9 . 6 1 - 2 2 . 4 4
(-0.57) (-1.02) (-1.24)

V T O R T - 5 9 . 0 9 - 8 7 . 7 9 - 7 4 . 0 4
( - 1 . 7 7 ) * ( - 2 . 1 6 ) * * ( - 2 . 9 5 ) * * *

P I P R E Q 5 5 . 5 6 7 2 . 2 3 6 4 . 8 1
( 2 . 4 7 ) * * ( 2 . 8 4 ) * * * ( 3 . 9 8 ) * * *

F A T R C Y 3 4 5 , 3 9 2 . 2 6 3 9 4 , 1 2 0 . 0 3 3 8 3 , 8 8 1 . 9 0
( 4 . 5 6 ) * * * ( 4 . 1 8 ) * * * (6 . 8 6 ) * * *

D E N S - 0 . 0 2 - 0 . 0 2 - 0 . 0 2
( - 2 . 9 7 ) * * * ( - 2 . 4 9 ) * * ( - 3 . 9 8 ) * * *

H R 0 . 1 7 0.17 0.18
( 1 . 9 6 ) * (1.65) ( 2 . 9 2 ) * * *

P C I 0 . 0 3 0.04 0.04
( 5 . 8 0 ) * * * ( 6 . 1 5 ) * * * ( 9 . 5 3 ) * * *

P E R I N S 1 2 2 . 4 6 1 2 9 . 0 7 1 2 7 . 0 8
( 2 . 3 9 ) * * ( 2 . 0 6 )** ( 3 . 3 0 ) * * *

R E P I N D - 0 . 0 1 - 0 . 0 2 - 0 . 0 2
( - 2 . 6 3 ) * * ( - 3 . 1 2 ) * * * ( - 4 . 7 5 ) * * *

T H E F T R C Y 1 2 , 6 8 9 . 8 4 1 5 , 7 2 6 . 8 4 1 3 , 9 7 4 . 4 3
( 5 . 6 8 ) * * * ( 5 . 6 3 ) * * * ( 8 . 2 2 ) * * *

R  S q u a r e d  
A d j u s t e d

0 . 8 3 0. 8 1 0.82

R  S q u a r e d 0 . 7 9 0.76 0.80
F S t a t 1 9 . 6 5 * * * * 1 6 . 5 8 * * * * 4 0 . 5 2 * * * *
N 51 51 102

I n d i c a t e s  c o e f f i c i e n t  s i g n i f i c a n t l y  d i f f e r e n t  f r o m  z e r o  
in a t w o - t a i l e d  t e s t  at 90 p e r c e n t  c o n f i d e n c e  level.

I n d i c a t e s  c o e f f i c i e n t  s i g n i f i c a n t l y  d i f f e r e n t  f r o m  zero 
in a t w o - t a i l e d  t e s t  at 95 p e r c e n t  c o n f i d e n c e  level.

I n d i c a t e s  c o e f f i c i e n t  s i g n i f i c a n t l y  d i f f e r e n t  f r o m  zero 
in a t w o - t a i l e d  t e s t  at 99 p e r c e n t  c o n f i d e n c e  level.

I n d i c a t e s  h y p o t h e s i s  t h a t  all c o e f f i c i e n t s  a r e  z e r o  is 
r e j e c t e d  at 99 p e r c e n t  c o n f i d e n c e  level.
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