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A l t h o u g h  R epres e n t a t i v e  Gruenberg continues to refer to the 
report Safety Belt Use and A u t o m o b i l e  I n s u r a n c e , the fact is that 
it is v e r y  difficult to project either before or after the fact 
the effect of seat belt laws on insurance premiums. The Hawaii 
study is perhaps the best attempt to do this w h i c h  I have seen. 
As you c a n  see from that study, the personal injury protection 
data "indicates that the fr equency of claims is decreasing, 
h o wev er the severity of claims is increasing at a rate higher 
than the m e dica l consumer price index." The conclusion of the 
Hawaii study was that the personal injury prote c t i o n  claim and 
s e v erity data did not indicate a reduction in personal injury 
p rotection insurance rates. Of c ourse since Hawaii is a no-fault 
state, the personal injury protec tion c overage tells us whether 
the cost of b odily  injury coverage is increasing or decreasing. 
This data needs to be qualified because these losses include all 
injured persons such as all occupants, pedestrians, and 
n o n - collision related losses.

If y o u  look at the National H i g h w a y  Traffic Admi nistration 
Report to Congress, what you will find is in the instances 
analyzed, the est imated savings was less than what had been 
origin a l l y  anticipated and that it is difficult if not impossible 
to m e a s u r e  the impact on the question of severity of injury. As 
I have stated above, the most recent Hawaii study did not
indicate that personal injury prote ction rates should be 
reduced. According to the NHTSA report, Iowa experienced a 1.5
percenta ge point drop in b od ily injury loss payments made to
injured persons by insurers of motorists at fault, for each 10 
percentag e point increase and a 3% for each 10 percentage point 
increase drop in medical payments paid to motorists by their own 
insurers. It is unclear from this report how the conclusion was 
drawn that the decrea se was due to seat belt use as opposed to 
other factors. Furthermore, even according to this report, the 
Iowa insurance department noted the d i f f i c u l t y  of separating the 
"impacts of the law from variations in medical costs, crash 
frequency, and other factors." The Massachusetts law was
repealed and the Texas law does not appear to consider the impact 
on severity of injuries.

I have p revio usly forwarded to the Transport ation Committee 
data measuring the impact of seat belt use by comparing the 
incurred claim freq uency of the b o d i l y  injury liability or 
personal injury protection coverages to p r o perty damage liability 
coverage, w h i c h  is not affected by the seat belt law. Enclosed 
for your review is a copy of that data. This technique is 
intended to remove the influence of other factors that m a y  
produce changes in c laim frequency. For example, the ratio of 
PIP claims to p r o p e r t y  damage liability claims in Florida has 
been quite stable over the last four years, even though a 
m a n d a t o r y  seat belt use law became effective July 1, 1986 and was 
enforced on J a nuar y 1, 1987. The statistics for N e w  York, Texas,
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and Illinois show similar patterns. We certa i n l y  hope that
increased seat belt usage will hold down b o d i l y  i n j u r y  losses and 
u l t i m a t e l y  automobile insurance rates/ however, the specific 
effect of a law cannot be predicted. O n l y  expe ri e n c e  will prove 
its effectiveness. This is e speciall y true for seat belt laws, 
since usage rates v a r y  considerably and tend to drop off after an 
initial pea! ,

We have not seen any attempt to mandate rate reduction with 
other safety measures, such as the 55 mph speed limit, higher 
tail lights, user friendly interiors in vehicles, or increased 
enforcement of driving while drinking laws. Giv en the safeguards 
present in the system already, w e  see no reason to m a ndate such a 
reduction w i t h  this legislation. If the legislation achieves 
savings, the savings will either be reflected d i r e c t l y  in the 
rates, or used to reduce a rate increase w h i c h  w o u l d  otherwise 
occur. If such reductions do not occur as a result of market 
pressures, they will occur as a result of the d i r e ction  by the 
Director of Insurance. We strongly believe that the rate making 
authority should remain w i t h  the Director and the legislature 
should not become involved on a piece-meal basis of setting rates 
in the ma nner proposed.

I expect to receive further information from A l l s t a t e  as to 
their method s of rating on M o n d a y  and will provid e that 
information to y o u  as soon as I do receive it. If either you or 
other members of your committee have further questions, please
let me know and I will do my v e r y  best to o b t a i n  the answers for
you as q u i c k l y  as I am able. I do thank y o u  for the opportunity
you gave me this morning to comment and for the o pp ortunity to
provide further information through this letter.

Sincerely,

HUGHES, THORSNESS, GANTZ,
POWELL & BRUNDIN

By:
Michael L. Lessmeier

M L L :srs/01 48L

cc: Senate Finance Committee Members

t



R E P O R T  T O  THE F I F T E E N T H  L E G I S L A T U R E  
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THE L E G I S L A T U R E  
S E S S I O N  OF 1989 

ON
S E C T I O N  5 OF A C T  235 SLH 1985

S e c t i o n  5 of Act 235 SLH 1985 r e q uires the State Director  
of T r a n s p o r t a t i o n  and the State -Insurance C o m m i s s i o n e r  to 
submit five a nnual r e p o r t s  to the L e g i s l a t u r e  b e g i n n i n g  with 
the 1987 s essi o n .  The r e p o r t s  are to a d d r e s s  the 
e f f e c t i v e n e s s  of the s t a t e ' s  m a n d a t o r y  seat b e l t  use law (MUL) 
and i n c l u d e  i n f o r m a t i o n  a b o u t  p u b l i c  c o m p l i a n c e ,  t r a ffic  
a c c i d e n t s  a n d  their r e s u l t a n t  injuries and the law's effect on 
i n s u r a n c e  rates. T h i s  is the third report.

PUBLIC  C O M P L I A N C E :

S t a t e w i d e  p u b l i c  c o m p l i a n c e  with the law was at 73% in 
J a n u a r y  of 1986, but it s u b s e q u e n t l y  d r o p p e d  to a low of 63.5% 
in October of 1987. In Janua ry, 1988, through a c o m b i n a t i o n  
of p u b l i c  e d u c a t i o n  and e n f o r c e m e n t ,  we r e v e r s e d  the dow nward 
trend; use w e n t  up to 66.5% and inc reased a g a i n  in June to 
68.5%.

Tw o  m e t h o d s  of m e a s u r i n g  c o m p l i a n c e  are: (1) conduct
belt use o b s e r v a t i o n a l  surveys; and (2) r e v i e w  a c c i d e n t  report 
belt use data. The a c c i d e n t  data has q u e s t i o n a b l e  
r e l i a b i l i t y ,  b e c a u s e  most of the time the i n f o r m a t i o n  comes 
from the o c c u p a n t s  t h emselves. This m a k e s  it e a s y  for people 
to report that they were using a belt, w h e n  in fact they were 
not. Other  d i s a d v a n t a g e s  of this data are: (1) it takes a
long time to a c c u m u l a t e ,  c o m p i l e  and analyze; and (2) Hawaii's 
pr e - 1 9 8 6  a u t o m a t e d  data relates only to drivers. The user 
rates for d r i v e r s  in a c c i d e n t s  d u r i n g  the p e r i o d  of 1983 
through 1985 are p r e s e n t e d  in Table I. The data indi cate that 
belt use w a s  low but improving.

TA B L E X
Seat Belt Use R a t e s  for D r ive rs in A c c i d e n t s

C.Y. H o n o l u l u Hawai i Maui Kauai State

1983 20.7% 12.8% 7.6% 9.6% 17.8%
1984 27.1% 13.1% 12.6% 11.5% 23.0%
1985 42.0% 25.9% 21.1% 23.8% 36.7%

O b s e r v a t i o n a l  s u r v e y s  offer an e x p e d i e n t  and reliable 
in d i c a t i o n  of belt use. When H a w a i i ' s  MUL was passed, two 
s u rve ys s p e c i f i c  to front seat o u t b o a r d  o c c u p a n t s  were 
scheduled. One was taken in N o v e m b e r - D e c e m b e r , just before
the law's D e c e m b e r  16,
taken in J a n u a r y ,  1986

1985 e f f e c t i v e  date 
S u b s e q u e n t l y ,  two

and the 
surveys

other wa: 
per year at



s i x - m o n t h  i n t e r v a l s  w e r e  s c h e d u l e d .  T h e  r e s u l t s  t:?us fa r a r e  
p r e s e n t e d  in T a b l e  II. T h e  d a t a  i n d i c a t e  t h a t  t h e  l a w  w a s  an

e f f e c t i v e  m e a n s  o f  i n c r e a s i n g  b e l t  u s e .  A l t h o u g h  b e l t  u s e  

d e c r e a s e d  f o r  t w o  y e a r s ,  t h e  d o w n w a r d  t r e n d  w a s  r e v e r s e d .

D e c .  1 9 8 5 33 % 3 7 % 2 6 % 2 6 % 29%

J a n .  1 9 8 6 73% 7 7 % 6 4% 67% 71%
J u n e  1 9 8 6 67% 7 2 % 6 0 % 5 8 % 65%

J a n .  1 9 8 7 66% 7 0 % 6 3 % 55 % 66%

J u n e  1 9 8 7 64% 7 1 % 5 9 % 4 5 % 67%

O c t .  1 9 8 7 64% 7 1 % 5 5 % 44 % 65%

J a n .  1 9 8 8 67% 7 1 % 70%- 5 0 % 65%

J u n e  1 9 8 8 69% 7 3 % 66% 5 9 % 69%

A C C I D E N T  D A T A :

T h e r e  a r e  s e v e r a l  i t e m s  t o  c o n s i d e r  w h e n  e v a l u a t i n g  
a c c i d e n t  d a t a .  O n e  of t h e  m o r e  i m p o r t a n t  is t h e  n u m b e r  of 

v e h i c l e  m i l e s  d r i v e n .  G e n e r a l l y ,  i f  t h e r e  is a n  i n c r e a s e  in 

t h e  n u m b e r  of m i l e s  d r i v e n ,  a l l  o t h e r  t h i n g s  b e i n g  e q u a l ,  

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

o c c u r .  O n a  m e a n s  o f c o m p e n s a t i n g  f o r  t h i s  v a r i a b l e  is  to 

c a l c u l a t e  an a c c i d e n t  r a t e  p e r  m i l e s  t r a v e l l e d .

In C Y  1 9 8 7  t h e r e  w e r e  13 8 t r a f f i c  f a t a l i t i e s ;  t h e  d e a t h  

r a t e  ( G r a p h  I) w a s  1 . 9 1  p e r  1 0 0  m i l l i o n  m i l e s  of t r a v e l  (the  
n a t i o n a l  r a t e  w a s  2 . 5 ) .  In 1 9 8 6  H a w a i i ' s  d e a t h  r a t e  w a s  
1 . 6 8 .  T h e  d e a t h  r a t e  i n c l u d e s  a l l  f a t a l i t i e s  a s s o c i a t e d  w i t h  
m o t o r  v e h i c l e  a c c i d e n t s ,  n o t  j u s t  o c c u p a n t s  u n d e r  t h e  p u r v i e w  

of t h e  m a n d a t o r y  u s e  l a w  ( M U L ) .  T w o  e x a m p l e s  of n o n - m o t o r  
v e h i c l e  o c c u p a n t s  i n c l u d e d  in t h e  d e a t h  r a t e  a r e  p e d e s t r i a n s  
a n d  b i c y c l i s t s .  E x a m p l e s  o f  m o t o r  v e h i c l e  o c c u p a n t s  
u n a f f e c t e d  b y  t h e  M U L  b u t  i n c l u d e d  in t h e  d e a t h  r a t e  a r e  

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

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

n o t  a g o o d  m e a n s  o f  e v a l u a t i n g  M U L  e f f e c t i v e n e s s .

T a b l e  III p r o v i d e s  d a t a  t h a t  is s p e c i f i c  t o  m o t o r  v e h i c l e  
o c c u p a n t s .  T h e  n u m b e r s  in p a r e n t h e s e s  a r e  r a t e s  p e r  1 00  
m i l l i o n  v e h i c l e  m i l e s  o f  t r a v e l .  T h e r e  w e r e  s i g n i f i c a n t  
i m p r o v e m e n t s  in 1 9 8 6  c o m p a r e d  t o  t h e  a v e r a g e s  of t h e  p r e v i o u s  
f o u r - y e a r  p e r i o d .  T h e r e  w a s  a 3 2 %  d e c r e a s e  i n  t h e  o c c u p a n t

K a u a i

T A B L E  II
1985-87  O b s e r v e d  Use of S e a t  Belts  

by F r o n t  S e a t  O c c u p a n t s

D a t e  S t a t e  O a h u  H a w a i i  M a u i
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u n b e l t e d  o c c u p a n t s  a n d  t h e  3 5 6 %  i n c r e a s e  i n  t h e  b e l t e d  

o c c u p a n t  f a t a l i t y  r a t e .

r a t e ,  a

T h e  1 9 8 7  f a t a l  a c c i d e n t  d a t a  s e e m  to r e f l e c t  t h e  

c o n t i n u a l  d e c r e a s e  i n b e l t  u s e  in t h a t  t h e r e  w e r e  i n c r e a s e s  

a c r o s s  t h e  b o a r d  c o m p a r e d  to 1 9 8 6 .  H o w e v e r ,  e v e n  w i t h  t h e  

i n c r e a s e s  t h e  1 9 8 7  d a t a  w e r e  b e t t e r  t h a n  t h e  p r e - l a w  d a t a .  

T h e  n u m b e r  o f  f a t a l i t i e s  w a s  d o w n  10 % a n d  t h e  f a t a l i t y  r a t e  

w a s  d o w n  2 1 % .

■

T A B L E  I I I  
O c c u p a n t  F a t a l i t y  N u m b e r s  & ( R a t e s )

O c c u p a n t

U n b e l t e d
O c c u p a n t

B elte d
O c c u p a n t

U s e

N o t
U n b e l t e d  

O c c ' s  In

c . y . F a t a l i t i e s F a t a l i t i e s F a t a l i t i e s K n o w n F a t .  A c c s

1 9 8 2 10 7 ( 1 . 7 7 ) 1 0 3 ( 1 . 7 0 ) 1 ( . 0 1 7 ) 3 2 3 3

1 9 8 3 92 ( 1 . 5 6 ) 85 ( 1 . 4 5 ) 3 ( . 0 5 1 ) 4 2 1 7  •

1 9 8 4 89 ( 1 . 3 7 ) 81 ( 1 . 2 5 ) 3 ( .046) 5 2 0 5

1 9 8 5 91 ( 1 . 3 5 ) 78 ( 1 . 1 5 ) 8 ( .118) 5 2 0 3

4 - Y r  A v e . 95 ( 1 . 5 1 ) 87 ( 1 . 3 9 ) 4 (0 .5 8) 4 2 1 5

1 9 8 6 72 ( 1 . 0 3 ) 41 ( 0 . 5 9 ) 26 ( . 3 7 3 ) 5 79

1 9 8 7 86 ( 1 . 1 9 ) 52 ( 0 . 7 2 ) 29 (.402  ) 5 1 1 8

2 - Y r  A v e .  
D i f f e r e n c e

79

17 %
( 1 . 1 1 )
(27%)

47 ( 0 . 6 6 ) 28 ( ,388) 5 99

A c o m p a r i s o n  o f  th e  p o s t - l a w  t w o - y e a r  a v e r a g e  o c c u p a n t  
f a t a l i t y  r a t e  w i t h  t h e  f o u r - y e a r  p r e - l a w  a v e r a g e  s h o w s  a 2 7 %  
i m p r o v e m e n t .  T h e  a n n u a l  a v e r a g e  n u m b e r  of  o c c u p a n t  f a t a l i t i e s  
w a s  r e d u c e d  b y  a b o u t  16 ( 1 7 % ) .  H o w e v e r ,  b e f o r e  w e  c a n  
d e t e r m i n e  w h e t h e r  t h e  M U L  is r e l a t e d  to  t h i s  r e d u c t i o n  a n d  
w h e t h e r  t h i s  r e d u c t i o n  r e p r e s e n t s  t h e  e f f e c t i v e n e s s  o f  t h e
M U L ,  w e  m u s t  e l i m i n a t e  t h e  d a t a  f o r  o c c u p a n t s  w h o  w e r e  n o t  

r i d i n g  in t h e  f r o n t  s e a t .

E F F E C T  O F  B E L T  U S E  O N  F R O N T  S E A T  O C C U P A N T S  I N  F A T A L  A C C I D E N T S :

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

s i g n i f i c a n t l y .  T a b l e  I V  a l l o w s  u s  to e v a l u a t e  t h e  e f f e c t s  of  
t h e  c h a n g e s  t h a t  o c c u r r e d  in t h e  f a t a l i t y  r a t e s  ( p e r  1 0 0  

m i l l i o n  m i l e s  o f  t r a v e l )  o v e r  t h e  y e a r s .  T h e  p r o j e c t e d  
f a t a l i t i e s  s h o w  w h a t  w o u l d  h a v e  h a p p e n e d  h a d  t h e r e  b e e n  no 

c h a n g e  in t h e  f a t a l i t y  r a t e s .  T h e  p r o j e c t i o n s  f o r  t h e  t w o  
y e a r s  b e f o r e  t h e  l a w  a r e  b a s e d  o n  t h e  p r e v i o u s  y e a r ' s  r e c o r d .  jj
T h e  p o s t - l a w  p r o j e c t i o n s  a r e  b a s e d  on  th e  p r e - l a w  t h r e e - y e a r  f
a v e r a g e  f a t a l i t y  r a t e .  |
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T A B L E  I V
F r o n t  S e a t  O c c u p a n t  F a t a l i t y  D a t a

M i l . M i l e s A c t u a l  P r o j e c t e d
Y e a r T r a v e l l e d F a t s  . / R a t e F a t a l i t i e s D i f f e r e n c e

1 9 8 3 5 , 8 7 2 . 5 85 ( 1 . 4 5 ) N / A N / A
1 9 8 4 6 , 4 8 6 . 3 85 ( 1 . 3 1 ) 94 - 9 ( 1 0 % )
1 9 8 5 6 , 7 6 1 . 5 76 ( 1 . 1 2 ) 89 - 1 3 ( 1 5 % )

3 - Y r  A v e 6 , 3 7 3 . 4 82 ( 1 . 2 9 ) 82 N / A

1 9 8 6 6 , 9 7 0 . 8 58 ( 0 . 8 3 ) 90 - 3 2 ( 3 6 % )
1 9 8 7 7 , 2 1 2 . 2 73 ( 1 . 0 1 ) 93 - 2 0 ( 2 2 % )

2 - Y r  A v e 7 , 0 9 1 . 5 66 (0 . 9 2 ) 91 - 2 5 ( 2 8 % )

A v e ' s  D i f f . + 7 1 8 . 1 - 1 6  ( 0 . 3 7 ) + 9
11 % - 2 0 %  (29%) 1 1 %

T h e r e  w a s  a 29 %  i m p r o v e m e n t  in  t h e  f a t a l i t y  r a t e  a n d  a 
2 0 %  d e c r e a s e  in t h e  a v e r a g e  n u m b e r  of f a t a l i t i e s .  O n  t h e  

b a s i s  o f  m i l e s  t r a v e l l e d ,  h a d  th e  p o s t - l a w  f a t a l i t y  r a t e  
s t a y e d  t h e  s a m e  as t h e  t h r e e - y e a r  p r e - l a w  a v e r a g e  r a t e ,  t h e r e  

w o u l d  h a v e  b e e n  an 1 1 %  i n c r e a s e  i n  t h e  n u m b e r  o f  p e r s o n s  

k i l l e d .  T h i s  c o r r e l a t e s  w i t h  t h e  1 1 %  i n c r e a s e  in  t h e  n u m b e r  

o f  m i l e s  t r a v e l l e d .  A s  it t u r n e d  out,, t h e r e  w a s  a 2 0 %  a n n u a l  

a v e r a g e  d e c r e a s e .  C o m p a r i n g  t h e  d i f f e r e n c e s  b e t w e e n  t h e  

p r o j e c t e d  f a t a l i t i e s  fo r  1 9 8 6  & 1 9 8 7  w i t h  t h e  a c t u a l  

f a t a l i t i e s  s h o w s  t h a t  t h e r e  w e r e  52 f e w e r  f r o n t  s e a t  o c c u p a n t  

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

e x p e c t e d  o n  t h e  b a s i s  of p a s t  e x p e r i e n c e ,  T h i s  is e v i d e n c e  
t h a t  t h e  M U L  h a s  b e e n  v e r y  e f f e c t i v e .

N a t u r a l l y ,  t h e r e  w e r e  c o n c o m i t a n t  s a v i n g s  a s s o c i a t e d  w i t h  
n o n f a t a l  i n j u r i e s  a n d  o c c u p a n t s  w i t h  n o  i n j u r i e s .  --Table V  

s h o w s  an  1 1 %  r e d u c t i o n  in  t h e  n o n f a t a l  i n j u r y  r a t e  a n d  a 27 % 
r e d u c t i o n  i n  t h e  r a t e  f o r  u n i n j u r e d  p e r s o n s .  T h e  l a t t e r  

r e d u c t i o n  is  an  e n i g m a ,  b e c a u s e  if  b e l t s  a r e  e f f e c t i v e  a g a i n s t  

i n j u r y  a n d  m o r e  p e o p l e  u s e  b e l t s ,  t h e n  t h e  n u m b e r  o f  u n i n j u r e d  
p e r s o n s  s h o u l d  i n c r e a s e  r a t h e r  t h a n  d e c r e a s e .  O n e  p o s s i b l e  
e x p l a n a t i o n  for  t h i s  a n o m a l y  is t h a t  it m a y  s o m e h o w  be 
a s s o c i a t e d  w i t h  t h e  1 2 %  r e d u c t i o n  in t h e  t o t a l  n u m b e r  of  
o c c u p a n t s  i n v o l v e d  in  f a t a l  a c c i d e n t s .  A n o t h e r  p o s s i b i l i t y  is 
t h a t  it is t h e  r e s u l t  o f  s e a t  b e l t s  b e i n g  l e s s  e f f e c t i v e  

a g a i n s t  m i n o r  i n j u r i e s  t h a n  m o r e  s e r i o u s  i n j u r i e s .



;

T A B L E  V

F r o n t  S e a t  N o n f a t a l l y  I n j u r e d  A n d  U n i n j u r e d  O c c u p a n t s

B e f o r e  & A f t e r  T h e  M U L

% C h a n g e 1 8 %  ( - 2 7 % )

T h e  M U L  a p p e a r s  n o t  t o  h a v e  h a d  a p o s i t i v e  e f f e c t  o n  

n o n f r o n t  s e a t  o c c u p a n t  i n j u r i e s .  A l t h o u g h  t h e r e  w a s  a 1 0 %  

r e d u c t i o n  i n  t h e  a v e r a g e  n o n f a t a l  i n j u r y  r a t e  a n d  a 9% 
r e d u c t i o n  i n  t h e  no i n j u r y  r a t e ,  t h e  f a t a l i t y  r a t e  i n c r e a s e d  

54% .

A s  n o t e d  e a r l i e r ,  n o n f a t a l  a c c i d e n t  d a t a  f o r  C Y  1 9 8 6  a n d  

1 9 8 7  a r e  n o t  y e t  a v a i l a b l e  f o r  a n a l y s e s .  T h e  d a t a  i n  T a b l e  VI  

is i n t e n d e d  t o  s e t  t h e  g r o u n d  w o r k  for  f u t u r e  c o m p a r i s o n s .  

A l t h o u g h  t h i s  d a t a  s h o w s  a 1 0 6 %  i n c r e a s e  in b e l t  u s e  b y  

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

c h a n g e s  in i n j u r y  e x p e r i e n c e  w o u l d  n o t  b e  e x p e c t e d .  T h e  

i n j u r y  r a t e  d e c r e a s e d  o n l y  7%.

T A B L E  V I

D r i v e r  I n j u r y  R a t e s  v s .  B e l t  U s e  P e r c e n t s  
(pe r m i l l i o n  m i l e s  of  t r a v e l )

B e l t  U s e  P o s s i b l e  N o n i n c a -  I n c a p a c i -
C . Y . P e r c e n t s  I n j u r y  p a c i t a t i n g  t a t i n g

1 9 8 3  17.. 8% 5 7 . 5 6

1 9 8 4  2 3 . 0 %  5 5 . 4 9

1 9 8 5  3 6 . 7 %  5 4 . 0 6

3 8 . 0 1

3 3 . 4 7

3 7 . 7 3

2 4 . 9 8  

2 4 . 9 5

1 9 . 9 9

F a t a l  T o t a l

1.00

1 . 0 3
1.02

1 2 1 . 5 5

1 1 4 . 9 4
1 1 2 . 8 0

T h e  r e l a t i v e l y  m i n o r  c h a n g e  i n  t h e  r a t e s  f o r  t h e  P o s s i b l e  

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

i n j u r y  d a t a .

C O S T  B E N E F I T S  O F  T H E  M U L :

U s i n g  n a t i o n a l  F a t a l  A c c i d e n t  R e p o r t i n g  S y s t e m  (F ARS ) 
d a t a ,  t h e  N H T S A  h a s  e s t i m a t e d  t h a t  t h e  a v e r a g e  c o s t  t o  s o c i e t y  
f or a f a t a l i t y  is $ 3 5 3 , 3 8 0 .  M u l t i p l y i n g  t h i s  b y  t h e  e s t i m a t e d

C Y  A v e .  

3 - Y r  B e f o r e  

2 - Y r  A f t e r

T o t a l
I n j u r e d

81 ( 1 . 2 8 )

81 ( 1 . 1 4 )

T o t a l  N o t  

I n j u r e d

28 ( 0 . 4 3 3 )

23 ( 0 . 3 1 9 )



i ' ■

52 l i v e s  t h a t  w e r e  s a v e d  b y  t h e  M U L  e q u a l s  $ 1 8 , 3 7 5 , 7 6 0  for  tw o 

y e a r s .  I t is a l s o  p o s s i b l e  to m a k e  a m o r e  c o m p r e h e n s i v e  ■ ■■ M m  
e s t i m a t e  o f  t h e  f i n a n c i a l  b e n e f i t  o f  t h e  M U L  w i t h  P A R S  d a t a .

T h i s  a d d i t i o n a l  d a t a  i n d i c a t e  t h a t  t h e r e  a r e  a b o u t  78 

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

a v e r a g e  p e r c e n t  o f  t h e s e  b y  s e r i o u s n e s s  ( A S - 5  = c r i t i c a l  a n d

/\o-x = inxiiul ) xs snowi. xii x a u x c  vxl. A l s o  S h o w n  is t h e  C O S t
p e r  i n j u r y  b y  c l a s s i f i c a t i o n  and- t h e  c o m p u t e d  c o s t  of  n o n f a t a l

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

i n j u r i e s  p e r  f a t a l i t y  i s  $ 4 3 6 , 3 4 2 .  A d d i n g  t h i s  t o  t h e  c o s t  of 
a f a t a l i t y ,  m a k e s  a s u m  o f  $ 7 8 9 , 7 2 2 .

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

b e l t  u se , t h e  e f f e c t i v e n e s s  of b e l t s  a g a i n s t  t h e  i n j u r y

c l a s s i f i c a t i o n s  m u s t  b e  c o n s i d e r e d .  N H T S A  e s t i m a t e s  t h a t  
b e l t s  a r e  a b o u t  5 0 %  e f f e c t i v e  a g a i n s t  a l l  i n j u r y  

c l a s s i f i c a t i o n s  e x c e p t  A S - 1 ;  t h e y  a r e  o n l y  1 0 %  e f f e c t i v e  

a g a i n s t  t h e m .  T h e r e f o r e ,  w h e n  e s t i m a t i n g  s a v i n g s ,  o n l y  1 0 %  of 
the A S - 1  $ 2 0 8 , 5 6 6  c o s t  p e r  f a t a l i t y  c a n  b e  u s e d .  T h e r e  is, 

t h e r e f o r e ,  a t h e o r e t i c a l  s a v i n g s  o f  $ 6 0 2 , 1 0 3  

( 3 5 3 , 3 8 0  + 3 6 , 4 3 2  - 8 7 , 7 0 9 )  f o r  e v e r y  f a t a l i t y  t h a t  io s a v e d .  

M u l t i p l y i n g  t h i s  b y  52 p r o d u c e s  a p r o d u c t  o f  $ 3 1 , 3 0 9 , 3 5 6  s a v e d  

d u r i n g  t h e  f i r s t  t w o  y e a r s  o f t h e  M U L.

T A B L E  V I I  
C o s t  of i n j u r i e s  t o  S o c i e t y

I n j u r y
T y p e

A S - 5

A S - 4
A S - 3

A S - 4
A S - 1

T o t a l s

P e r c e n t  of  

A l l  I n j u r i e s

N u m b e r  P e r  

F a t a l i t y

C o s t  P e r  

I n j u r y

C o m p u t e d

C o s t / F a t a l i t y

1 0 0 . 0

.23 $ 2 8 4 , 7 5 2 $ 6 5 , 4 9 3

.70 6 4 , 8 1 2 4 5 , 3 6 8

3 . 9 0 1 4 , 7 4 2 5 7 , 4 9 4

8 . 8 9 6 , 6 8 4 5 9 , 4 2 1
6 4 . 2 7 3 , 2 4 5 2 0 8 , 5 6 6

78 . 3 7 4 , 2 1 7 4 3 6 , 4 3 2

E F F E C T  O F  B E L T  U S E  O N  N O - F A U L T  I N S U R A N C E :

T h e  t e n  q u a r t e r s  o f  l o s s  e x p e r i e n c e  w h i c h  is c u r r e n t l y  
a v a i l a b l e  u n d e r  H a w a i i ' s  s e a t  b e l t  l a w  s t i l l  d o e s  n o t  

r e p r e s e n t  a f u l l y  c r e d i b l e  d a t a  b a s e  fo r i n s u r a n c e  r a t e m a k i n g  
p u r p o s e s .  I n s u r a n c e  r a t e m a k i n g  for P e r s o n a l  I n j u r y  P r o t e c t i o n  
(PIP) c o v e r a g e  is n o r m a l l y  b a s e d  u p o n  a m i n i m u m  o f  t w o  

a c c i d e n t  y e a r s  o f l o s s  e x p e r i e n c e  e v a l u a t e d  a s  o f  24 a n d  36 

m o n t h s .

T h e  f o l l o w i n g  c o m p a r a t i v e  l o s s  d a t a ,  as r e p o r t e d  to t h e  

I n s u r a n c e  C o m m i s s i o n e r ,  f o r  t h e  p r e - M U L  a c c i d e n t  y e a r s

BBS



A c c .
Y e a r

I n c u r r e d
C l a i m s F r e q u e n c y - 1- S e v r t y 2

A n n u a l  

C h n g  In 
S e v r t y

- J ' j 
C I P -  

M e d i c a l

A n n u a l  

C h a n g e  In 

C I P - M e d i c a

1 9 8 3 1 4 , 0 5 9 3 . 4 4 % 1 , 5 0 0 1 7 . 3 % 3 5 7 . 6 1 0 . 3 %

1 9 8 4 1 2 , 0 9 6 2 . 9 3 % 1 , 8 3 6 . 2 2 . 4 % 3 7 9 . 7 6 .2%

1 9 8 5 1 3 , 7 3 6 2 .8 6 % 1 , 9 5 9 6 . 7 % 4 0 0 . 6 5 . 5 %

1 9 8 6 1 3 , 1 3 7 2 . 5 7 % 2, 10 1 7 . 2 % 4 3 2 . 8 8 .0%

1 9 8 7 1 4 , 3 6 8 2 . 5 1 % 2 , 3 0 3 9 . 6 % 4 5 2 . 6 4 . 6 %

1 9 8 8 6 , 6 8 5 2. 05 % 2 , 3 5 7 9 . 9 % 4 6 1 . 6 3 . 0 % 3

^ Fc 6^U6 ncy s I n c urred els inis 
V e h i c l e  E x p o s u r e

2S e v e r i t y  = I n c u r r e d  L o s s e s 
In c ur red C l a ims

^ A n n u a l  C h a n g e  f r o m  J u n e ,  1 9 8 7

T h e  P I P  d a t a  i n d i c a t e s  t h a t  t h e  f r e q u e n c y  o f  c l a i m s  is 

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

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

. a v e  r e d u c e d  t h e  f r e q u e n c y  of s e r i o u s  a n d  f a t a l  i n j u r i e s  b y  
5 - 1 0 % .  H o w e v e r ,  t h o s e  s t u d i e s  s u g g e s t  t h a t  s e a t  b e l t s  d o  n o t  

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

o f t e n  r e s u l t  in e x p e n s i v e  i n s u r a n c e  c l a i m s .

W i t h  r e s p e c t  to H a w a i i ' s  P I P  d a t a ,  t h e r e  a r e  s e v e r a l  

l i m i t a t i o n s  t o  c o n s i d e r :  (1) t h e  c l a i m s  a n d  l o s s e s  a r e  for
all  i n j u r e d  p e r s o n s  (i.e . a l l  o c c u p a n t s ,  p e d e s t r i a n s ,  a n d  

n o n - c o l l i s i o n  r e l a t e d  P I P  l o s s e s ) ;  (2) P I P  c o v e r a g e  i n c l u d e s  
m e d i c a l  a n d  r e h a b i l i t a t i v e  e x p e n s e ,  w a g e  l o s s ,  s u b s t i t u t e  

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

i n j u r i e s  s u s t a i n e d  i n  an a u t o m o b i l e  a c c i d e n t ;  (3) i n s u r e r s  a r e  
r e q u i r e d  to p r o v i d e  t h e  s a m e  s t a t u t o r y  b e n e f i t s  r e g a r d l e s s  o f  
an  i n j u r e d  p e r s o n s  c o m p l i a n c e / n o n - c o m p l i a n c e  w i t h  H a w a i i ' s  
MU L .  G i v e n  t h e  m u l t i t u d e  o f  p a y m e n t  t y p e s ,  a n y  c h a n g e s  in t h e  
f r e q u e n c y  a n d  s e v e r i t y  of P I P  c l a i m s  w o u l d  n o t  b e  s o l e l y  

a t t r i b u t a b l e  to H a w a i i ' s  M U L .
%

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



be an e f f e c t i v e  means of s a v i n g  lives and money. T h e  p o s t - l a w  p
2-year a v e r a g e  fatal a c c i d e n t  rate per 100 m i l l i o n  v e h i c l e  \
m iles of travel was 29% lower than the 3 - y e a r  p r e - l a w  averge.
We e s t i m a t e  that 52 front seat o c c u p a n t  lives h a v e  b e e n  saved 
d u r i n g  the first two y e a r s  of the law. The e s t i m a t e d  savings 
in total fro nt seat o c c u p a n t  i nju ry cost to s o c i e t y  is 
$ 31,30 4 , 6 7 6 .  On the basis of ten q u a r t e r s  of loss e x pe rience,  
w hich does not rep re s e n t  a f u l l y  c r e d i b l e  d a t a  b a s e  for rate 
m a k i n g  p u r p o s e s ,  the P e r s o n a l  I nju ry P r o t e c t i o n  c l a i m  and 
s e v e r i t y  data do not indi cate that PIP i n s u r a n c e  r a t e s  s hould  
be reduced.
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Exhibit I'&5SKW

Florida 

Effective 7/1/86 

Enforced 1/1/87 
iMjc (PIP/PD)

1985 .467

19B6 .486

1987 .473

1988 .469

/ , v ; •• V . - j  •

Ratio of Personal Injury Protection or Bodily Injury 

Liability 'Claim Frequency to Property Damage Liability 

, Claim Frequency

New York 

Effective 12/1/84
Year (PIP/PD1
1983 .387

1984 .386

1985 .358

1986 .377

1987 .386

1988 .379

Texas 

Effective 9/1/85 
Year fBI/PD^

1983 .179

1984

1985

1986

1987

1988

Illinois 

Effective 7/1/85 
Year fBI/PDl

1983 .248

1984 .247

1985 .252

1986 . .246

1987 .268

1988 .269



John L. George And Associa 
9515 Moraine Way 

Juneau Alaska 99801 
<907) 789-0172

April 4, 1989

The Honorable Johne Binkley 
Co-Chai rman
Senate Finance Committee 
Pouch V
Juneau, Ak. 99811

The Honorable Rick Uehling 
Co-Chairman
Senate Finance Committee 
Pouch V
Juneau, Ak. 99811

RE: Senate CS for CSHB 105 Transportation

Dear Senators Binkley and Uehling:

The National Association of Independent Insurers, a trade 
organization of property and casualty insurers, supports 
legislation to improve safety for motor vehicle occupants. 
The bill that you currently have before the Finance 
Committee as amended in the Senate Transportation Committee, 
is a very positive step to save lives.

During a hearing on Senate CS for CSHB 105 in your committee 
last week, considerable thought w a s  given to amendi ng the 
bill to provide for a 5% automobile bodily injury rate 
reduction. The amendment would create the rebuttable 
presumption that use of seatbelts in combination with all 
other rating factors, such as medical costs, accident 
frequency, and litigation costs, would by the end of the 
first year warrant the 5% rate cut.

Loss statistics in other states confirm that while the 
accident death rate will be reduced through the use of 
seatbelts, these accidents will still result in injuries 
which require payment of insurance policy limits. Some 
people already use seatbelts. Some people never will use 
seatbelts regardless of the law. Medical costs increase 
faster than inflation and accident frequency may increase as 
less money is spent on highway maintenance during  budget 
cutt i ng.

We believe that it is unrealistic to presume that severe 
injury and death cases will have sufficiently matured, by 
the time the filing is due, to provide any meaningful
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The Hon. Rick Uehling

statistics for rate filing purposes. Meaningful loss data 
may be available two to three years after the end of the 
year for which the data is collected.

The Hawaii report that was referred to in a recent committee 
hearing supported mandatory seatbelt use because it saved 
"society" thirty-one million dollars. The report further 
said that the statistics did not support any insurance cost 
reduction. Society can benefit from lower fatalities even 
though insurers do not realize bodily injury cost reduction.

The principle of State insurance regulation in Alaska relies 
on the Director of Insurance and his responsibility to 
continually review auto insurance rates. The state of Alaska 
has a very competitive auto insurance market which keeps 
insurance rates down. It is our contention that insurers 
should always be required to statistic justify their rates 
as is currently provided by law. They should not be required 
to rebut presumptions that are not supported by the facts.

The NAII urges the Senate Finance Committee to promptly pass 
on the Senate Transportation Committee version of CSHB 105. 
Passage of this version of the bill will save Alaskan lives 
and wi 1 1 require that insurance rate filings reflect the 
actual Alaskan experience.

Representative
NAII



Senate Finance Committee 
Pouoh V
Juneau, Alt 9981 1

i

Attention: Senator Riok Uehling, Co-Chairman
Senator Johne Binkley, Co-Chairman

G e n t l e m e n :

PROPOSE D SENATE BILL 119 
An Act Relating to Corporate Inoome Taxes

Fluor Daniel Alaska, Ino. is Alaska's largest engineering 
and construction company. It is a wholly owned 
subsidiary of the world wide Fluor Corporation  which has 
a long history of work in Alaska.

Senate bill 119 proposes to change the basis of income 
taxes for foreign companies from worldwide unitary  
taxation to water's edge taxation. This aotion would 
discriminate against domestic corporations in competing 
both in Alaska a n d  overseas.

In your deliberation of tax legislation, wo stron gly urge 
you to maintain a level hand in regards to treating 
foreign and domestic companies equally. If w a t e r’3 edge 
taxation is to be used for foreign companies, it should, 
at a minimum, be available for domestic companies as a 
discretionary option to worldwide unitary taxation in a 
manner such as that used by the State of California.

y o u r s ,

P. Wueroh
and R e g ional Manager

GPW:jnr 

9 1 1 4 A . J 15

FLUOR DANIEL, v

Fluor Daniel Alaska, Inc.
900 West Sili Avmiuc. Suite 300, P.O. Sox 196680 
Anchorage, Alaska 99S19-6680 
(907) 276-2636

April 24, 1989

Fluor Daniel Alaska Is proud to be Alaskan but should not 
be forced/Cy pay a premium over our foreign competitors.



COWPER, GOVERNOR

D EPA RTM EN T OF EDUCATION f

05E1LH

OFFICE OF THE COMMISSIONER

GOLDBELT PLACE 
801 WEST 10TH STREET 
P.O. BOX F
JUNEAU. ALASKA 99811-0500

April 20, 1989

The Honorable Rick Uehling 

The Honorable Johne Binkley 

Co-Chairmen, Senate Finance Committee 

P. 0. Box V 

Juneau, Alaska 99811

Dear Senators Uehling and Binkley:

The purpose of this letter is to provide information on why Senate CSCS HB 

105(Transportation) "An Act Relating to Mandatory Use of Safety Devices in 

Motor Vehicles; and Motor Vehicle Bodily Injury Liability Insurance Rates," 

exempts passengers in school buses from requirements of the bill.

1. Safety belts are not required in large school buses - The U.S. Department

of Transportation has concluded in a report titled Safety Belts in School

Buses (June, 1985) that the current construction of school buses referred 

to as "compartmentalization" (high back, close together, well padded, 

energy absorbing seats) provides adequate occupant protection, and that a 

Federal requirement for safety belts in large school buses is not 

warranted.

2. There are no standards for installation of safety belts in large school 

buses - The Federal government has not issued standards for installation 

of safety belts in large school buses. Seat strength, floor strength, 

anchorage requirements, belt type and size, etc. have not been specified.

3. Some large school buses in Alaska are nevertheless partially equipped with 

safety belts - The fact that safety belts are not required in large school 

buses, and that no installation standards exist, does not preclude a local 

school district, private school or bus operator from installing belts if 

it so desires. Many belts serve only as restraining devices for special 

education students and are not. Intended to protect students in the event 
of an accident.



The Department of Education does not maintain statistics on the ige, size 

and number of buses equipped with safety belts, nor how the belts were 

installed. It is conceivable that some belts have not been adequately 

installed and that the following situations may exist:

a. buses with belts on seats not well anchored to the floor and, in some 

cases, which have no padding to cover the metal seat frame;

b. buses with seat construction inadequate to withstand the forces 

generated by safety belts which could collapse with pupils belted to

c. buses with floor strength that ha.' deteriorated due to severe weather 

conditions and varied maintenance making the floor less capable of 

withstanding the forces of the bus seat with belted passengers in a 

crash situation;

d. buses with inoperable safety belts; or

e. buses with safety belts at some seating positions and not at other 

seating positions.

4. Possibly more injuries to belted passengers in school buses - Crash 

testing conducted by the Canadian government and reported in the 

publication School Bus Safety Study issued January, 1985, by Transport 

Canada (an agency equivalent to the U.S. Department of Transportation) 

indicates that the use of lap seat belts in various sizes of school buses 

may result in more severe head and neck injuries for a belted occupant 

than for an unbelted one in a severe frontal collision. On smaller buses, 

the heads of all the restrained dummies experienced forces that were 

judged to be life threatening or fatal.

Based on the above factors, we believe that the State of Alaska should leave 

the decision to local school districts as to whether they want to mandate the 

use of belts on school buses. Senate CSCS HB 105(Transportation) allows local 

school districts to make this decision.

If you have questions, feel free to contact Romayne Kareen, the Department's 

Administrator of Pupil Transportation Services at 465-2890.

them;

cc: Steve Hole 

Romayne Kareen
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T G a H  I L I T O I I J T M

LEGISLATIVE AFFAIRS AGENCY

M E M O R A N D U M M a y  2, 1989

POUCHY STATECAPITCH 
JUNEAU. ALASKA 998 H  

907 465  3800

-..-v : • :

SUBJECT:

TO:

FROM:

M a n d atory seatbelts - SCS CSHB 1 0 5 (Finance)

Senator Johne Binkley j

M i c hael F. F o r d  j f / ^ '•
Legislative Counsel

Y o u  have asked if requiring that seatbelts be u s e d  in school 
buses w o u l d  increase tne p o t e ntial civil liability of a 
driver. As staining that the driver acts reasonab ly to m a k e  
sure that school bus passengers are p r o perly b u c k l e d  in, I 
do not think that r equiring seatbelts be u s e d  in certain 
school buses w i l l  increase or decrease the civil liability 
of the driver. In the absence of a specific s ituation it is 
not possible to predict liability; h o w e v e r  the fact that 
seatbelts are required by law in certain school buses does 
not automatically increase the liability of the school bus 
driver.

Please contact m e  if y o u  h a v e  furth er questions.

MFF:mi
wkmi3/104

Enclosure



Official Business
M a r c h  30, 1 9 8 9

M E M O R A N D U M

TO; S e n a t o r  J o h n e  Binkley
S e n a t o r  R i c k  Ue hling  
Co-Chairs, Senate Finance Committee

FROM; R e p r e s e n t a t i v e  M a x  G r u e n b e r g ^ - * C ?

RE; P r o p o s e d  Amendment to SCS CS 105 (Trans)

M y  p r o pose d a m e n d m e n t  to SCS CSHB 105 (Trans) creates a 
pr e s u m p t i v e  5 p e r c e n t  reduction in personal injury insurance 
premiums, s u b j e c t  to adjustment if insurers show that a higher 
or lower r e d u c t i o n  is appropriate.

E n c losed is a copy of the National H i g hway T r a ffic Safety  
A d m i n i s t r a t i o n ' s  Report t o  Congress on Safety Belt U s e  and 
A u t o m o t i v e  Insurance (1988). The report points out that 
insurance regula t o r y  agencies in four states w i t h  ma ndatory  
seat belt laws "have analyzed the impacts of rising seat belt 
u s e  on insur ance claims and incorporated this information into 
t heir decis i o n s  on pricing." The states' studies showed 
reductions in all categories of injuries (p. 20, tabl e 4), as 
well as in t he d o l l a r  amount of payouts. In all four states, 
insurance reduct ions were ordered.

T h e  report con cludes that rising seat belt u sag e should reduce 
in-iurv c o v er age prices about 5 to 10 p e r c e n t ." (p. 23)

T h e  p r e s u m p t i o n  that seat belt usage will reduce insurance 
payouts, a n d  that  insurance premiums should be reduced, is 
m o s t  s t r ongly supported b y  the fact that m a n y  insurers 
themselv es o ffer premium reductions for cars w i t h  automatic 
belts (p. 23). These insurers would not offer this discount 
unless t h e y  b e l i e v e d  that seat belts reduced their  payouts.

M y  p r o p o s e d  amendm ent w o u l d  guarantee that all A l a s k a 
consumers share in the savings related to Increased seat belt 
usage. I u r g e  t h e  committee to adopt the amendment w h e n  it 
m arks up t h e  bill.

P o u c h  V  
S t a t e  C a p i t o l  

J u n e a u ,  A l a s k a  9 9 8 1 1



. -.-VI FRANK BICKFORD, EXECUTIVE DIRECTOR 
ALASKA SAFETY BELT USE COALITION

S = = = = S = = = S = = = S = S =

T H E  A L A S K A  S A F E T Y  B E L T  U S E  C O A L I T I O N  S T R O N G L Y  E N D O R S E S  C S H B  1 0 5 - S A F E T Y  B E L T  U S E  
L A W .  T H E  C O A L I T I O N ,  F O R M E D  IN  1 9 8 5 ,  A D V O C A T E S  T H E  P A S S A G E  O F  A  S A F E T Y  B E L T  U S E  L A W  
A N D  P R O M O T E S  T H E  U S E  O F  S A F E T Y  B E L T S .

S A F E T Y  B E L T  U S E  L A W S  T H A T  H A V E  B E E N  P A S S E D  IN  3 2  S T A T E S  A N D  D .C .  M O T I V A T E  P E O P L E  T O  
B U C K L E  U P .  T H O S E  S T A T E S  F O U N D  T H A T  V O L U N T A R Y  U S E  W A S  L O W  A N D  T H R O U G H  L E G I S L A T I N G  
T H E  U S E  O F  S A F E T Y  B E L T S  T H E  I N C E N T I V E S  T O  U S E  T H E M  H A V E  R E S U L T E D  IN  S I G N I F I C A N T  
N U M B E R S  O F  L I V E S  S A V E D  A N D  C O S T S  R E D U C E D .

T H E  C O A L I T I O N  IS  A  G R A S S  R O O T S  M O V E M E N T  C O M P R I S E D  O F  O V E R  8 , 0 0 0  I N D I V I D U A L S  A N D  9 0  
O R G A N I Z A T I O N S  R E P R E S E N T I N G  A  W I D E  R A N G E  O F  I N T E R E S T S ,  I N C L U D I N G  H E A L T H  C A R E  D E L I V E R Y  
S Y S T E M S ,  B U S I N E S S  A N D  I N D U S T R Y ,  E D U C A T I O N ,  F R A T E R N A L ,  S E R V I C E  A N D  C I V I C  
O R G A N I Z A T I O N S  W H O  B E L I E V E  T H A T  A  S A F E T Y  B E L T  U S E  L A W  W I L L  S A V E  L I V E S ,  D E C R E A S E  
I N J U R I E S  A N D  S A V E  T H E  S T A T E  O F  A L A S K A  M I L L I O N S  O F  D O L L A R S  IN  E X P E N D I T U R E S  E A C H  Y E A R .  ■«

♦

T H E  L A T E S T  H I G H W A Y  U S E R S  F E D E R A T I O N  R E P O R T  E S T I M A T E S  T H A T  A  M A N D A T O R Y  S E A T  B E L T  
U S E  L A W  C A N  S A V E  3 5  L I V E S  A  Y E A R .  R E D U C E  T H E  H A R D S H I P  A N D  C O S T  O F  O V E R  6 0 0  I N J U R I E S  
A N D  S A V E  S 1 8  M I L L I O N  A  Y E A R  T O  T H E  S T A T E  O F  A L A S K A  IN  M E D I C A L  C O S T S ,  I N S U R A N C E  
E X P E N S E S ,  L E G A L  C O S T S ,  L O S S  O F  P R O D U C T I V I T Y  A N D  O T H E R  C O S T S  S U C H  A S  P O L I C E ,  F I R E  
D E P A R T M E N T  A N D  E M E R G E N C Y  S E R V I C E  C O S T S .

E D U C A T I O N A L  C A M P A I G N S  P R O M O T I N G  S A F E T Y  B E L T  U S E  H A V E  B E E N  L A U N C H E D  H E R E  A N D  A C R O S S  
T H E  C O U N T R Y .  S A F E T Y  B E L T  U S A G E  I N C R E A S E S  T E M P O R A R I L Y  D U R I N G  T H E  C A M P A I G N  A N D  T H E N  
R E T U R N S  T O  A  L O W  P E R C E N T A G E .  T H E  A M O U N T  O F  M O N E Y  S P E N T  I S  G R E A T  A N D  T H E  R E S I D U A L  
I M P A C T  S L I G H T .  S A F E T Y  B E L T  U S E  L A W S  A N D  A N  A G R E S S I V E  E D U C A T I O N A L  C A M P A I G N  M U S T  B E .  
C O M B I N E D  T O  A C H I E V E  MA XIM UM U S E .  IN  T H E  A B S E N C E  O F  A  L A W  E V E N  W I T H  A N  E D U C A T I O N A L  
C A M P A I G N ,  L E S S  T H A T  3 2 %  O F  T H E  P O P U L A T I O N  W I L L  B U C K L E  U P .  H O W E V E R ,  A  S T A T E W I D E  P O L L  
( A L A S K A )  L A S T  S H O W E D  T H A T  8 1 %  O F  A L A S K A N S  W O U L D  W E A R  S A F E T Y  B E L T S  IF  R E Q U I R E D  BY 
L A W .

A  S A F E T Y  B E L T  U S E  L A W  I S  T H E  I N C E N T I V E  T O  E S T A B L I S H  T H E  S A F E T Y  H A B I T  IN  T H O S E  W H O  
O T H E R W I S E  W O U L D  N O T  B U C K L E  U P .

IF  A  P E R S O N  I S  K I L L E D  O R  I N J U R E D ,  I T  A F F E C T S  M O R E  P E O P L E  T H A N  T H E  V I C T I M .  P E R S O N S  A R E  
MOT  A L L O W E D  A  " F R E E D O M  T O  C H O O S E "  T O  P A Y  T H E  H E A L T H  C A R E  C O S T S  O F  T H O S E  W H O  " C H O O S E "  
N O T  T O  W E A R  T H E I R  S A F E T Y  B E L T S .

t*

U N B E L T E D  O C C U P A N T S  C A U S E  I N J U R I E S  T O  O T H E R  O C C U P A N T S  BY B E C O M I N G  '“U N G U I D E D  
M I S S I L E S . "  T H U S ,  T H E  " F R E E D O M  T O  C H O O S E "  T O  W E A R  T H E  B E L T  D O E S  A F F E C T  O T H E R S  D I R E C T L Y .

1



T R A F F I C  A C C I D E N T S  D O  N O T  H A P P E N  O N  P E R S O N A L  H I G H W A Y S  A N D  S T R E E T S .  T H E  C O S T S  T O  
S O C I E T Y  IN  T E R M S  O F  M E D I C A L ,  R E H A B I L I T A T I O N ,  U N E M P L O Y M E N T  A N D  W E L F A R E  S E R V I C E S  
S U P E R C E D E  T H E  " R I G H T "  O F  P E O P L E  T O  S E R I O U S L Y  O R  F A T A L L Y  I N J U R E  T H E M S E L V E S  O R  O T H E R S  
BY N O T  B U C K L I N G  U P .  IN  1 9 8 5 .  1 9 8 6  A N D  1 9 8 7 .  2 0 1  O U T  O F  2 3 1  A L A S K A N S  K I L L E D  IN  M O T O R  
V E H I C L E  A C C I D E N T S  W E R E  N O T  " B U C K L E D  UP." T H I S  T R A G E D Y  C O U L D  H A V E  B E E N  P R E V E N T E D .  
S T A T I S T I C S  F R O M  S A F E T Y  E X P E R T S  S H O W  T H A T  T H E R E  I S  A  B E T T E R  T H A T  5 0  P E R C E N T  
P R O B A B I L I T Y  T H A T  T H E  D E A T H S  W O U L D  H A V E  B E E N  A V O I D E D  I F  A L A S K A  H A D  A  S A F E T Y  B E L T  U S E  
LAW..

T H E  P R O P O S E D  S A F E T Y  B E L T  U S E  L A W  IN A L A S K A  I S  A  S E C O N D A R Y  O F F E N S E ,  R E Q U I R I N G  T H A T  A  
M O T O R I S T  B E  S T O P P E D  F O R  A N O T H E R  O F F E N S E  B E F O R E  A  $ 1 5  T I C K E T  ( W H I C H  MA Y B E  D O N A T E D  T O  
T H E  E M E R G E N C Y  M E D I C A L  S E R V I C E S )  C A N  BF. I S S U E D  F O R  N O T  U S I N G  S A F E T Y  B E L T S .

S E C O N D A R Y  E N F O R C E M E N T  W I L L  N O T  I M P O S E  A D D I T I O N A L  B U R D E N S  O N  L A W  E N F O R C E M E N T  
O F F I C E R S  R E S P O N S I B L E  F O R  C I T I N G  M O T O R I S T S  U N D E R  T H I S  A C T .  S A F E T Y  B E L T S  R E D U C E  
T R A F F I C  F A T A L I T I E S ,  W H I C H  A R E  E I G H T  T I M E S  A S  E X P E N S I V E  T O  I N V E S T I G A T E  A S  N O N - I N J U R Y  
A C C I D E N T S .  IN  F A C T ,  O F F I C E R S  W O U L D  H A V E  M O R E  T I M E  T O  C O N C E N T R A T E  O N  O T H E R  T R A F F I C  
E N F O R C E M E N T  P R O G R A M S  W I T H  A  M A N D A T O R Y  B E L T  U S E  L A W  IN  P L A C E .

O N  2 / 2 3 / 8 9 ,  C O N S E R V A T I V E S  A N D  L I B E R A L S ,  R E P U B L I C A N S  A N D  D E M O C R A T S  J O I N E D  F O R C E S  IN  
T H & ' S T A T E N T O  P A S S  C S H B  1 0 5  BY  A N  I M P R E S S I V E  2 7  T O  1 2  V O T E .7
O N C E  C S H B  1 0 5  P A S S E S  T H E  L E G I S L A T U R E  A N D  I S  S I G N E D  BY T H E  G O V E R N O R ,  T H E  A L A S K A  S A F E T Y  
B E L T  U S E  C O A L I T I O N  P A Y S  F O R  A  O N E  Y E A R  E D U C A T I O N A L  C A M P A I G N  ( T . V . ,  R A D I O ,  N E W S P A P E R ,  
D I R E C T  M A I L ,  P U B L I C  S E R V I C E  A N N O U N C E M E N T S ,  A S  W E L L  A S  P R E S E N T A T I O N S  T O  I N T E R E S T E D  
O R G A N I Z A T I O N S ,  S C H O O L S  A N D  C O M M U N I T I E S )  P R O M O T I N G  T H E  L A W .  T H I S  S E R V I C E  P R O V I D E D  BY 
T H E  C O A L I T I O N  W I L L  M E A N  T H E  S T A T E  W I L L  N O T  H A V E  T O  S P E N D  M O N E Y  T O  I M P L E M E N T  T H E  L A W .

T H E  S T A T I S T I C S ,  T H E  P U B L I C  S U P P O R T ,  T H E  E D I T O R I A L  S U P P O R T  ( A N C H O R A G E  T I M E S ,  
A N C H O R A G E  D A I L Y  N E W S ,  F R O N T I E R S M A N ,  V A L L E Y  S U N ,  J U N E A U  E M P I R E  A N D  F A I R B A N K S  D A I L Y -  
N E W S  M I N E R ) ,  A N D  L E G I S L A T I V E  S U P P O R T  S H O W S  T H A T  T H E  P R O P O S E D  S A F E T Y  B E L T  U S E  L A W  I S  
O N E  T H A T  A L A S K A  C A N  L I V E  W I T H .



W E i f l i U M I W E  M W A T E  

A p r i l  H  1 9 0 9

201 OUT OF 231 ALASKANS KILLED IN MOTOR 
VEHICLE ACCIDENTS IN 1985. 1986 & 1987 

WERE NOT BUCKLED UP.

•S ta t i s t ic s  from sa fe ty  expe r ts  show that half of these 
deaths would have been avoided i f  A laska had a sa fe ty  
be l t  use law in place.
(National Highways Users Federation, 1987

•TWO MORE STATES PASS SAFETY BELT USE LAWS!

/The 32nd s ta te  to pas3 a s a fe ty  b e l t  use law was
tytyOHBOng in March.

vKiiSPtLGfl DfD&O&S became the 33rd s t a t e  when th e ir  
sa fe ty  b e l t  b i l l  was signed into law on April 11, 1989.
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The list of organizational support
continues to growll 
Here Is an updated listing of all
resolution support groups and those 
issuing letters of support for the
passage of a safety belt use law
(HB 105) in Alaska:
3M
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AK STATE M E D I C A L  ASSOC.  AU X ILL IA R Y
AK T R E A T M E N T  C E N T E H
A L P I N E  A S SO CIA TE S
AN CH OR AGE  GY MNA ST IC S
ANCH OR AGE  MED ICAL  &  S U R G IC A L  C L I N I C
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C H E V R O N  USA 
C H U C K  E. C H E E S E ,  INC.
C L I N T O N  L I L L I B R I D O E . M D  
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S E A - L A N D  S E R V I C E ,  INC.
S H E R M A N  B E A C H A M . M D  
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The U.S, Supreme Court told a retired 
Houiton attorney Tuesday he and tha other 
drivers in Texas will have to stay budded 
up when they ana behind the wheel.

The court tossed out the 2M*year-otd 
effort by Raymond D. Richards Jr. to have 
Texas' seat belt Uw declared unconstitu­
tional.

The justices refused to consider the ap­
peal from his 1986 conviction for driving 
without a Mat belt He was fined 535 and 
ordered to pey court costx.

The high court's ruling affirmed the con­
stitutionality of the 1985 state Uw requiring 
front-seat occupants of virtually all vehides 
to wear Mat belti.

"It's’been yein all right, and i’m

disappointed," Richards said,
"That's whit all the courts have been 

doing to me, so I can't say I'm surprised. 
But lam  disappointed," he said.

The justices found no "suUtantlal /eder- 
al question" ia Richards’ arguments and 
refused to consider the case. No other 
explanation was offered.

After being fined in.trafflc court of South- 
side Place in June 1986, Richards began & 
series of appeals that wound up before the 
nation's highest court. Although he de- 
dined lo say how much the effort has coif, 
Richards sod he spent a "lot of time and 
effort looking into the legal questions."

The retired attorney based hit appeal on 
a belief the Uw violates hi* fundamental 
right to be free of bodily restraints. But his 
appeals were refected by the Harris County

QTough stance on pomogrephy/A-19

Criminal Court-At-Law No. 11 and by the 
state First Court of Aopeali before the 
Texas Court of Criminal Appeals declined 
to review the case.

Richards then headed for the U.S. 
Supreme Court.

The friendliest ruling he ever received 
came from the First Court of Appeals, 
which held 2-1 against him. In his absent, 
Justice Ben 0 . Levy hefd that allowing the 
state to ouglih someone for not wearing a 
seat belt might lead to punishment "Tor 
smoking cigarettes, for not brushing one’s 
teeth or for being foolish."

Richards now ha* the option of asking 
the Supreme Court for a rehearing. Wheth­
er h t will U a "down-the-road decision."

State Sen. Ted Lyon, D-Mesqulte, author 
of the seat beh legislation, hailed the 
•court’s decision as " b victory lor those of ui 
concerned about safety." ,

"I am heartened by the Supreme Court's 
ftndlngthat it k a states' rights issue," Lyon 
said. ‘The law will stay on the books."

Richards, 70, said he began wearing hk 
seat belt when the law took effect In 
December 1985.

"I was slopped because 1 failed to buckle 
up on that particular occasion shortly aher 
that Uw took effect," he readied.

"IF* the old story about it being hard tb 
teach an old dog new tricks. That would 
certainly apply to me."

Has he been wearing his seat belt since 
then?

"Sure,” he said. "It’s the Uw."

" S i m i l a r  a r t i c l e s  a p p e a r  i n  A t l a n t a  C o n s t i t u t i o n .  D a l l a s  T i m e s  H e r u l d .  D a l l a s  M o r n i n g  u > W s. 
U S A  T o d a y  ( S t a t e s l i n e ) 11 “ —  -------------------------------------------- “ ■----------------- *
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Laws in H a w a i i , Iova, and Massachusetts required reductions in 
the price of auto personal inTurv Insurance coverages. Including 
bodily iniurv liability, personal iniury protection or 
~own-medical p a y m e n t s . and sometimes uninsured motorist 
liability. The Texas State Board of Insurance also reduced auto 
injury insurance prices in response to the Texas belt law. The 
reductions, which generally are supported by claims experience, 
range from 5 to 12 percent —  a 1.5 to 2.8 percent decrease in 
the price of personal injury coverage for each 10 percent rise in 
belt use. The average auto insurance bill in these states 
dropped approximately 2 to 6 percent, $9 to $27 per vehicle 
insured.

EXECUTIVE SUMMARY

This report was prepared in response to the Committee Report 
accompanying the 1988 Department of Transportation Appropriations 
Bill as enacted in the continuing resolution for FY 1988. It. 
describes the relationship between rates of safety belt use and 
automobile insurance prices. Because reliable data on insurance 
claims costs for 1986 will not bo available until 1989, the 
report presents a reasonably reliable, but preliminary, estimate 
of the impact of belt use.

The theory supporting a linkage safety belt use to auto 
insurance prices involves a chain of causation. Belt use reduces 
injury incidence and severity. These reductions should decrease 
insurance claims payments, leading to lower prices for the 
injury-related portions of auto insurance. ......

Safety belt use laws now cover more than 80 percent of the 
population. They have raised use from about 15 percent 
nationally to about 48 percent in states with belt laws and about 
43 percent overall. Most laws apply to front seat occupants of 
cars and light trucks, motorists who experience roughly 60 
percent of all traffic fatalities, 70 percent of severe injuries, 
and 80 percent of moderate injuries.

In 1987 alone, the  '25 percentage point rise in national belt use 
over 1984 levels saved about 1300 lives and prevented about 
16,000 moderate to serious injuries. The resultant reduction in 
automobile insurance claims was roughly $1 to $2.5 billion 
dollars. Other public and private insurers probably saved 
another $0.5 to $1.25 billion.A study by the Highway Loss Data Institute, conducted using 
claims data gathered from numerous insurers, shows that each 10 
percentage point increase in belt use cuts injury claims 
frequency for covered occupants.in New York and New Jersey b y  1.7 
to 3.3 percent. This finding is consistent with several studies 
of injury incidence, which reveal decreases of 2.5 to 3.7 percent 
in fatalities among covered occupants and 1.8 to 3.0, or perhaps 
even 4.0, percent in moderate to serious injuries. The drop in 
overall fatality and injury rates is roughly 1.2 to 2.4 percent.

i
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The $1 to $2.5 billion insurance claims reductions produced by 
increased belt use. if spread across all injury coverages. als<w ^ f  d i S O  ^
would cut typical auto insurance bills by 2*to"6-percent. No 
direct evidence describes the effects o f ‘such insurance price 
reductions- o/r belt* use. However, it-seems-unlikely that price 
reductions of'this size will have m u c h  effect*. Between 1983 and 
1986, auto claims-costs per injur" rose 17.5- percent' p , r  yearr - 
The rate of cost increase slowed to 9.7 percent in 1987, p e r h a p s " 
due in p a r t  torrincreased belt use. 'Unless-the rate of cost 
increase slows substantially, the impacts of rising belt use'*7 xrj 
probably will slow insurance price growth, but not reverse it.

«'!• 0 7  ji>L ' ..'3 i? 1*-‘T . * •“ -in."*

j', - »e t s c  
o q  Dni

Insurance’prices may'be more effective as "ah “incentive for safety
b e l t u s e  if the consequences of-belt u s e 1 are stated ras actual'1 ru-
savings r a t h e r  than a’ reduced rate of; price increase. By
structuring business-related "incentives that-make the savings"""1"1
explicit, some auto insurers have used their influence and their
advertising budgets:rtb promote belt use-^nd traffic safety. " " - £ 2
Often, they have applied some~of the savings resulting from-
rising b e l t  use to offer a large discount on a relatively
low-cost coverage or-to provide a not o v e r l y  costly add-on
coverage for-free, ‘rather than spreading them tiiinly across a
broad r a n g e“ot-coverages.' For example, discounts-of 10 to 30
percent on injury coverage for vehicle occupants, which most
insurers now offer purchasers of cars__with automatic crash
p rotectionf ^typically reduce "insurance' bills b y ^ S  to $20.

eecos o n s  a s v x x  J U t l  3xnxx&  o a v e a  a x s v e  j. *»&ei -xevc

Transportation Secretary. /Jim Burnley" has1 challenged the "frisurance 
industry "to-come up "with ̂ incentives to" encourage car buyers t ’o-"" 
opt for a i r  bags’ and 'other"safety -deyicesV" ~ ;In~response, USAA,J nt> 
the nation's ninth largest auto insurer,* offered to pay a $ 3 0 0 c'~s 
bonus to policyholders who buy. or take long-term leases on cars 
equipped with  ̂ optional air bag’s in  ̂ 1988, negotiated creation :bf 
and helped firince incentive "programV-to -'encourage manufacturers " 
and dealers-tc-market-air bags aggressively/“and added other 
incentive coverages. ' Programs responding*to Secretary B u m l e y / s  - 
challenge a p p e a r  to bis more promising-incentives for increased '*J 
occupant protection than small reductions in standard injury " -
coverage prices. J-; 3 r* * c:r- -- • - ■'-**
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The National Highway Traffic Safety Administration (NHTSA) has 
prepared this report on the linkage between safety belt usage 
rates and automobile insurance price reductions1 in response to 
a directive in the Committee Report accompanying the 1988 
Department of Transportation Appropriations Bill as enacted in 
the continuing resolution for FY 1988. The Congress suggested 
that:

stronger linkage of automobile insurance rates and 
premiums to seat belt usage rates may provide an 
important seat belt usage incentive.

It directed NHTSA to:

analyze this linkage and identify ways of promoting the 
use of seat belt statistics for determining automobile 
insurance rates ....

Case studies were specifically requested "in states such as 
Texas" where insurance price reductions w e r e .mandated in the 
state's belt use law or were reduced in response to the belt use 
increases following the law's enactment.

THIS REPORT IS DIVIDED INTO FIVE CHAPTERS

The report was based primarily on preexisting research for two 
reasons. First, Congress indicated it should b e  submitted 
quickly and prepared under existing budget authority. Second, 
state data on insurance claims paid in 1986 generally will not be  
available until the end of 1989, so that the study results are 
necessarily very preliminary.

The report first considers how increased belt use can affect 
insurance claims and prices. This effect involves a chain of 
causation. Belt use reduces the probability of injury. A  
reduced injury probability means fewer injuries and fewer injury 
liability claims filed with and paid b y  insurers. Belt use also 
reduces the average severity of the injuries that do occur and, 
possibly t o  a lesser extent, the average cost per injury claim 
paid. Reduced claims, in turn, can lead to reduced insurance 
prices.

^•More formally, the charge paid for an insurance policy -is 
called a premium. The premium amount is determined from a rate 
schedule that shows appropriate rates (in other words, prices) 
to charge classes of insurance purchasers.

1



Chapter II provides relevant facts about the automobile insurance 
industry, with emphasis on what insurance covers, the way prices 
are set, and the major factors other than belt use that are 
inducing price changes. While this background information is 
necessary only at the end of the chain, it is useful t o  keep in 
mind throughout.

Chapter III examines the chain's various links. It describes the 
trend in safety belt use and the laws promoting use. It examines 
h ow increasing belt use has reduced traffic fatalities and 
injuries. Finally, it discusses the aggregate and per-policy 
average cost savings produced by these belt use increases.

The report then discusses h o w  these cost savings have been and 
could be used to encourage greater belt use. Chapter IV 
describes the insurance price reductions ordered in Hawaii, Iowa, 
Massachusetts, and Texas in response to rising belt use, as well 
as the analyses underlying these reductions. It summarizes 
relevant analyses by insurance rating bureaus and insurance 
claims data analysis organizations. It identifies bonus 
coverages that selected insurers give to belt users and price 
discounts for vehicles equipped with automatic restraint 
systems. Three case studies explore how discounts came to be 
offered and what makes them effective.

Chapter V  concludes and summarizes the report. It also assesses 
effective ways to structure insurance price reductions as safety 
belt use incentives.



II. STRUCTURE AND OPERATION OF THE AUTO INSURANCE INDUSTRY

The insurance industry is split for regulatory purposes into 
three principal segments: property and casualty, life, andand
health. Some insurance holding companies have subsidiaries that 
sell policies in all three lines of business, but most restrict 
themselves to one or two. Auto insurance is the largest seller 
‘among property and casualty coverages, accounting for 42 percent 
of receipts in this segment —  over $81 billion in 1987.

More than 40 percent of auto insurance premiums are written by 
mutual and reciprocal insurance companies (Wish, 1988). These 
companies are essentially cooperatives owned b y  their 
policyholders. The remaining premiums are written b y  traditional 
stock corporations.

As this chapter explains, a wide range of auto insurance 
coverages is available. About 40 to 50 percent of the typical 
auto insurance premium is charged for injury-related coverages, 
with the remainder for property deunage protection. Furthermore, 
a third of the reimbursement for auto injuries comes from other 
sources, primarily health insurers. Consequently, only a portion 
of any reduction in injury costs would affect auto insurance 
prices. Since premiums per registered vehicle have risen an 
average of 9 percent per year since 1981, a very large reduction 
probably would be needed to bring about an actual price drop 
rather than just a slower rise.

MANY AUTO INSURANCE COVERAGES ARE AVAILABLE

Auto insurance is split into physical damage and liability 
coverages. Physical damage coverages pay for damage to the 
insured's vehicle. They include:

o Collision, which pays for repair or replacement of the
insured vehicle if it is involved in a crash and the 
driver of another vehicle is not at fault.

o Comprehensive, which, among other things, pays for
repair or replacement of a vehicle that is stolen or 
damaged without being involved in a crash.

If the vehicle was financed, the lender normally requires 
physical damage and liability coverage. Rising belt use should 
not affect the price of this coverage since it will have minimal 
impact on crash frequency (O'Neill et al., 1985).

Liability coverages (loosely defined to also include coverage of 
the insured's own medical costs) reimburse losses resulting from 
injuries and from at-fault damage to the property of other 
people. The nature of these coverages depends on state tort 
law. Liability coverages include:

3



Personal Injury Protection (PIP) coverage in states 
with no-fault lavs. Under no-fault law, a 
crash-involved vehicle's PIP coverage reimburses the 
medical costs of vehicle occupants, up to a fixed
limit, regardless of who is at fault in the crash.
Some reimbursement, at least for serious injuries, also 
can be obtained b y  suing the person who was at fault in 
the crash. Lost income is compensated b y  auto insurers 
only under liability coverage of at-fault drivers.

o Medical payments or own-medical coverage, originally 
called first-aid coverage, in states where tort 
liability laws provide that injured occupants will 
recover their injury-related losses b y  suing the person 
at fault in the crash. This coverage pays a modest 
amount of the medical costs for occupants of the 
insured vehicle, typically $1,000, without reference to 
fault, in tort states. This coverage is designed to 
assure payment for emergency medical treatment. The 
insured's health insurance normally reimburses any 
further medical costs if the insured is at fault in the 
crash, although coverage against these costs can be 
purchased as part of the auto medical payments 
package. Lost income is not compensated by this 
coverage.

o Bodily injury coverage, which reimburses other people's
medical, income, and other losses when the insured is 
at fault in a crash. In no-fault states, this coverage 
applies only to costs that legally can be recovered 
through tort action.

o Third-party property damage, which pays for property
damage that is the insured's fault.

o Uninsured (and underinsured) motorist protection, which
reimburses the insured's costs if the insured's vehicle 
or the insured is hit by an uninsured, at-fault 
motorist. This coverage applies even while the insured 
is a pedestrian. Again, lost income is not 
compensated.

In 18 states, injury coverage is written on a no-fault basis. 
Eighteen additional states require drivers to purchase coverage 
to reimburse bodily injury and property damage they inflict on 
others. Even the remaining states have laws requiring those 
involved in crashes to furnish proof of their financial 
responsibility (Insurance Information Institute, 1987). These 
laws encourage but do not ensure purchase of liability 
insurance.



AUTO INSURANCE PAYS ABOUT TWO-THIRDS OF REIMBURSED CRASH-RELATED

Available data suggest that auto insurance pays about two-thirds 
of total reimbursed crash-related injury costs. The remainder is 
paid by other insurance programs, which also will benefit from 
the cost reductions produced by higher belt use.

Almost all automobile insurance limits the insurer's maximum 
liability. In most states, drivers are required to purchase only 
$40,000 of liability coverage for all persons injured in a crash, 
subject to a limit of at least $20,000 per individual (Insurance 
Information Institute, 1987). Automobile policies rarely cover 
more than $300,000 to $500,000. PIP medical coverage typically 
is limited to $5,000 to $25,000, but is unlimited in a few 
states.

An important implication of liability limits is that auto 
insurance will not cover the full costs of some injuries. Two 
national studies (All-Industry Research Advisory Council, 1979; 
U.S. Department of Transportation, 1971) confirm that severe and 
fatal injury costs often exceed policy limits, with the public 
sector and the people involved in the crash typically bearing 
two-thirds of these costs. Severe and fatal injuries contribute 
about 85% of the total economic costs —  medical costs and lost 
earnings —  of injuries resulting from auto crashes.

Other insurance programs also pay a portion of auto injury 
costs. A 1977 survey of people injured in crashes showed that 
almost one third of their average reimbursement came from health 
insurance, long-term disability insurance, life insurance, and 
such public insurance programs as Medicaid, Medicare, 
unemployment compensation, and Social Security (All-Industry 
Research Advisory Council, 1979; Coonley and Gurvitz, May 1983; 
Houchens, 1985). In states without no-fault systems, these are 
the only sources of more than $1,000 in compensation that 
typically are available to at-fault drivers and their immediate 
families. When someone is injured while on work-related travel, 
most costs are paid b y  Workers' Compensation insurance, health 
insurance, sick leave, and corporate liability policies (Young, 
1988).
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INJURY-RELATED COVERAGES ACCOUNT FOR 40-50 PERCENT OF AUTO 
INSURANCE PRICES

Figure 1 illustrates the price of each coverage for a young 
driver of a sporty car in central Philadelphia and the 
middle-aged drivers of a station wagon in suburban Omaha (Yezzi, 
1988). The prices shown here are those presently recommended by 
the Insurance Services Office (ISO). ISO is a rating bureau. It 
pools data on insurance claims payments and provides advisory 
information about pricing to the insurers that supplied the data. 
Figure 1 suggests that drivers, whether paying modest or 
astronomical prices, are likely to pay less than half of their 
insurance premiums for bodily injury liability and medical 
coverage if they buy collision and comprehensive coverage, as 
about 70 percent do (Docket 74-14-32-6106 and 61^6, 1984).

National data obtained for this report from insurers writing more 
than 30 percent of all auto premiums, when combined with data on 
total premiums from Wish (1988), indicate that the average driver 
pays roughly 40 to 50 percent of premiums for injury coverages. 
These data also show that 10 to 20 percent of the premiums cover 
the insured's own injury costs and the remaining 25 to 30 percent 
cover liability if the insured injures another person.

Rising belt use reduces injury, but not property damage, claims 
costs. Consequently, a 10 percent drop in injury claims costs 
reduces total claims costs, and presumably insurance prices, b y  4 
to 5 percent.

Automatic crash protection systems reduce the expected medical 
claims costs for occupants of the insured vehicle and the 
expected income loss costs for occupants unrelated to the 
insured. As Chapter IV describes, many insurers offer a 30 
percent discount on PIP or own-medical coverage for vehicles 
equipped with these systems. Most injury and death claims 
payments, however, derive from third-party liability claims since 
lost wages are reimbursed only for these claims. Third-party 
claims are not reduced when the insured vehicle is equipped with 
automatic crash protection systems. These claims reductions will 
appear after enough vehicles have automatic crash protection 
systems to affect traffic injuries substantially. Until then, 
discounts for automatic crash protection systems typically will 
reduce insurance bills for most drivers by 3 to 6 percent (a 30 
percent reduction times 10 to 20 percent own-injury).
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$2,372

B. Coverage for a single, 23-year old male who has one speeding 
ticket and drives a 2-year old Japanese sports car more than 15 
miles per day to w o r k  from his home in central city Philadelphia.

A. Coverage for a 45-year old married couple with clean driving 
records who clrive a 2-year old station wagon less than 15 miles 
p e r  day to work from their home in suburban Omaha, Nebraska.
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2Figure 2 is based on the year claims were paid, not 
incurred. Many injury claims payments lag injury occurrence 
and physical damage claims payments by a year (Hammitt, 1985).

Rapid rises in insurance prices mask somewhat the savings 
possible from increased belt use. As Figure 2 indicates, 
liability claims payments have risen dramatically since 1983. In 
contrast, the annual number of police-reported injuries and the 
annual payments for physical damage claims were essentially 
stable during this time period. In inflation-free dollars, 
payments per injury rose 13.7 percent per year between 1983 and 
1986. Possibly due in part to increased belt use, liability 
claims costs per injury rose at a slower rate, 5.7 percent in 
inflation-free dollars, between 1986 and 1987. Accompanying the 
rise in claims, auto liability insurance prices rose an average 
of 12 percent per year between 1983 and 1987.

INSURANCE PRICE DETERMINATION IS A  COMPLEX PROCESS

A  very complex process is used to establish insurance prices. In 
particular, different states regulate insurers in different ways.

Insurers separate applicants into classes and territories, then 
use statistical data on losses, tempered by judgment, to 
determine the price they will offer to each territory-specific 
class. Auto insurance involves millions of price classes. 
Because many individual insurers were believed to lack enough 
data about claims costs to make sound statistical judgment about 
losses for so many price classes, insurers were permitted to 
share their claims data (National Commission for the Review of 
Anti-trust Lavs and Procedures, 1979). Insurers in a state pool 
their loss experiences and are free to base their prices on the 
pooled experience data. Under the McCarran-Ferguson Act (P.L. 
79-15), regulation of this process is delegated to the states 
(Shapiro et al., 1981).

Drivers in tort liability states would receive smaller discounts 
than drivers in no-fault states, because medical payment coverage 
in a tort state is a smaller share of a typical insurance bill 
than PIP coverage in a no-fault state. (For example, in Figure 2 
the medical payment slice of the Nebraska driver's p i e  is smaller 
than the PIP slice of the Philadelphia pie.) Most of the 27 
million drivers insured by State Farm Insurance, the nation's 
largest auto insurer, would receive discounts of $9 to $18
(Insurance Institute, April 1988). Discounts from the ninth
largest auto insurer, USAA, typically have been $15 to $20
(Insurance Institute, April 1988).

LIABILITY CLAIMS COSTS AND INSURANCE PRICES ARE RISING RAPIDLY

8
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Texas and Massachusetts have chosen to analyze the pooled data 
and set maximum prices. Elsewhere, many insurers subscribe to 
"rating bureaus" that pool their loss data. The insurers then 
add an expense factor to the loss data, and possibly adjust it 
based on their own loss experience, to determine prices. ISO, 
the largest rating bureau, pools loss data in 44 states and the 
District of Columbia.

Anyone who has shopped for auto insurance knows that insurers do 
not all offer the same prices. A  few do quote the prices derived 
directly from analyses by ISO or another rating bureau, but most 
insurers only use them as a starting place. Based on the loss 
experience of their insureds, many offer prices that are a bit 
higher or lower than the rating bureau's across the board or for 
most classes of applicants. Some offer discounts from these 
prices for applicants who own cars with superior safety records 
or special features like automatic crash protection. Some also 
apply surcharges for those who present extra risk of loss, for 
example by buying optional large engines or sports cars. Some 
large companies base their auto insurance prices entirely on 
their own loss experience. Finally, some insurers specialize in 
coverage for high-risk drivers and charge correspondingly high 
prices (GAO, 1979).

State regulations vary in their details, but adhere to the basic 
principle that insurers have the option of deriving prices from 
bureau data or using prices they derive from their own loss and 
expense experience (Shapiro et al., 1981). Most states require 
insurers to demonstrate that experience justifies their pricing, 
either approving price changes before they go into use or within 
60 days afterwards. A  few states exercise minimal control over 
pricing (National Commission for the Review of Antitrust Laws and 
Procedures, 1979). Michigan requires public hearings on price 
increases. Chapter IV provides further information on the 
practices in different states.



'm m
III. IMPACTS OF BELT USE ON INJURY RATES 

To control insurance costs requires slowing or reversing   •

in insurance claims payouts. This cam be accomplished by  
reducing the incidence of injuries, and especially of severe 
injuries. Safety belt use is one of the most effective and least 
costly ways to reduce the number and severity of crash injuries.

BELT USE HAS A  LONG HISTORY

Safety belts were developed in the 1880s to keep people from 
bouncing off horse-drawn buggies. In 1922, Barney Oldfield's 
racer became the first belt-equipped car. Effective January 1, 
1968, all n e w  cars were required to have lap and shoulder belts 
for the driver and right front seat passenger and lap belts for 
all other seating positions. Recent belt systems include 
improvements such as retracting belt pretensioners and continuous 
loop design (Johannessen, 1984).

The potential advantages of belts have gone largely unrealized 
because many people choose not to wear them. The Department of 
Transportation has attempted to increase use in many ways, most 
notably through Federal Motor Vehicle Safety Standard (FMVSS)
208. After years of debate and revision, the automatic crash 
protection amendment to FMVSS 208 now is taking effect and will 
apply to all Model Year 1990 cars.

In response to FMVSS 208, roughly 13 percent of Model Year 1987 
vehicles included automatic belts or airbags, and at least 25 
percent will in Model Year 1988. A  few manufacturers include 
automatic belts or airbags on all of their vehicles.

Between December 1984 and April 1988, 34 states and the District 
of Columbia passed laws mandating belt use by front seat 
occupants. Figure 3 shows the states that had laws in April 
1988. In addition to the current-law states, Massachusetts and 
Nebraska implemented laws that subsequently were repealed in 
public referendums, and the Oregon law must be approved by 
referendum before it becomes effective. Table 1 shows the 
effective dates of all the laws that have been passed.

Belt laws in force covered 82 percent of the American populace in 
April 1988. For the most part, the states that still lacked laws 
were sparsely populated. Figufe 4 shows how coverage grew over 
time.
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Figure 3. Hap Shoving States with Safety Belt U s e  Lavs 
In Effect in April 1988

■‘i , '■A"/"

□  No Law 

m  Law

0 n  11 j 11 ■ »»»11» i M 1111111 i.i 11 j j 11 n  i i .j  
Dec W  Junt 15 Dec 65 86 D®c 86 Amt S? O k  17

Source: Insurance Institute for Highvay Safety, April 16, 1988

Figure 4. 
Month io:

83

Percentage of Population Covered by Belt Laws, by

Seat Belt Usage Laws

12



,  —  ,y «  *
■ p  - . ■ ", ■ • ■' , i :■

Table 1. E f A c t i v e  Dates of Safety Belt Use Lavs and
M o s t  Recent Estimates of Belt Usage Rates as of April 1988

Effective Percentage
*te Date Belt Use

California
Colorado
Connecticut
Florida

Georgia
Hawaii
Idaho
Illinois

Indiana
Iowa
Kansas
Louisiana

Maryland
Massachusetts
Michigan
Minnesota

Missouri
Montana
Nebraska
Nevada

New Jersey 
New Mexico 
New York 
North Carolina

Ohio
Oklahoma
Oregon
Pennsylvania

Tennessee
Texas
Utah
Virginia

Washington 
Wisconsin 
Diet. Columbia

1/86 49%
7/87 47%
1/86 56%
7/86 (1/87' 50%

9/88
12/85 66%
7/86 27%
7/85 37%

7/87 46%
7/86 (1/87) 56%
7/86 (7/87) 44%
8/86 35%

7/86 66%
1/86-12/86 24%
7/85 48%
8/86 (5/88) 32%

9/85 (7/87) 41%
10/87 (1/88) 57%
9/85-11/86 29%
7/87 47%

3/85 41%
1/86 46%
12/84 64%
10/85 (1/87) 65%

5/86 (7/86) 42%
2/87 35%
1/89
11/87 (3/88)

4/86 (1/87) 28%
9/85 (12/85) 54%
4/86 (10/86) 22%
1/88

6/86 (1/87) 52%
12/87
12/85 (6/86) 55%

Source: Belt use from NHTSA, March 1988; effective dates from
NHTSA, April 1988. Dates in parentheses are dates fines became 
effective if more than one month after the effective date of the 
law.
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The belt lavs and the publicity they stimulated raised belt use 
from about 15 percent nationally in 1984 to about 48 percent in 
states with belt lavs and about 43 percent overall in 1988. Belt 
use varies considerably from state to state, and sometimes varies 
over time vithin a state. Belt use lav states have reported use 
levels as high as 75 percent. Table 1 gives the m o s t  recent, 
often quite approximate, use levels reported by belt lav states. 
Belt use is reported to b e  about 65 percent in Havaii, Maryland, 
Nev York, and North Carolina. Most states with belt lavs 
reported belt use between 35 and 55 percent. Even some states 
without laws now are reporting usage rates above 25 percent.

RISING BELT USE HAS REDUCED INJURIES AND FATALITIES

In 1987 alone, NHTSA estimates that the 25 percentage point rise 
in national belt use over 1984 levels saved about 1,300 lives and 
prevented about 16,000 moderate to serious injuries. From 
December 1984, when New York's first safety belt use law became 
effective, through the end of 1987, these belt use increases have 
saved about 2,800 lives and prevented about 33,000 moderate to 
serious injuries.

Since passage of the safety belt laws, several studies have 
examined the impacts of rising belt use on injuries. These 
studies address the percentage change in injuries to front seat 
occupants, since they are covered by all the laws. FARS and NASS 
data for the year before the first belt laws went into effect, 
1984, show that front seat occupants of cars accounted for 48 
percent of all traffic fatalities, 47 percent of serious 
injuries, and 71 percent of moderate and minor injuries. Front 
seat occupants of pickups and other light trucks, w h o  also are 
covered by many belt laws, accounted for roughly another 12 
percent of the fatalities and 10 percent of the injuries. These 
national percentages —  coverage of those experiencing roughly 60 
percent of fatalities and 80 percent of moderate injuries —  are 
consistent with the state data.

Impact on Fatalities. Because the most timely and accurate data 
indicate the incidence of fatal injuries, most studies only have 
examined the impact on fatalities to front-seat occupants. The 
most comprehensive analysis of the impact of belt use on 
fatalities appears in Campbell et al. (1987). In this study, the 
number of front-seat fatalities that would have occurred without 
a belt use lav vas forecast for states grouped b y  the length of 
time since they implemented their laws. The projections 
considered both the previous fatality trend in the states and the 
current fatality experience of states without laws. Control 
groups included: (1) fatalities in the same state among pedes­
trians, rear-seat occupants, and others not covered b y  the belt 
law, and (2) front-seat occupants in states without belt laws.
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Overall, belt lavs were estimated to have reduced front-seat 
fatalities b y  6.6 percent in states whore they were implemented 
before the end of 1986, about a 2.5 percentage point drop for 
every 10 percentage point rise in belt use. This estimate masks 
substantial variation in the reductions achieved in individual 
states. It also underestimates the ultimate impact of some laws 
since it includes the partial impact in states that issued only 
warning tickets during a phase-in period. Furthermore, it is 
conservative because belt use in non-law states rose, thus 
reducing fatalities in the control group, possibly by as much as 
1 percent.

A  second comprehensive study (Skinner and Hoxie, 1988) includes a 
time-series analysis of fatality trends across states and more 
detailed analyses in nine large states that implemented belt laws 
by January 1986. This work is based on fatality data through 
September 1987. It suggests an average fatality reduction of 
11.9 percent in the first three months after a belt law is 
implemented and 6.3 percent thereafter. This equates to about a 
2.1 percentage point drop in fatalities for every 10 percentage 
point rise in belt use on a continuing basis and an overall 2.5 
percent drop for the period studied.

Other noteworthy studies of fatality impacts in 1985 include 
Partyka (1987), Lund et al. (1986), Wagenaar et al. (1987), and 
Skinner and Hoxie (1986). As Table 2 indicates, these studies 
suggest a consistent 2.5 to 3.7 percentage point decrease in 
front-seat fatalities for each 10 percentage point increase in 
belt use.

Study

Table 2. Decrease in Front-Seat Fatalities 
Tor a 10 Percentage Point Increase in safety belt Use

Campbell (1987) 
Skinner (1987) 
Wagenaar (May 1987) 
Campbell (1986)
Lund (1986)
Partyka (1987) 
Skinner (1986)

Reduction

2.5%2 .1 -2 .5 %  
3.2% 
3.7% 
3.7% 
2 . 6% 

2.5%

15
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The consensus on a 2.1 to 3.7 percentage point drop in front-seat 
fatalities for each 10 percentage point increase in belt use 
derives from the experience of states that generally were____________„ _________________________________________ r ____________________________ . j  20
percent to new levels from 35 to 65 percent. The rate of change 
in fatalities with respect to belt usage rate may not be linear. 
In particular, the rate m a y  rise for very high use levels (for 
example, 80 percent and a b o v e ) . According to one study, when 
belt use was about 67 percent in Hawaii during 1986 the remaining 
unbelted drivers had a fatality rate 3.1 times the rate for the 
belted drivers (State of Hawaii, 1987).

Impact on Injuries. Estimates of the impact of belt use on 
injuries generally have been based on the injuries indicated in 
police reports on crashes. Because injury severity necessarily 
is coded on a rather crude scale at the scene by officers with 
minimal medical training, it can be relatively inaccurate, 
especially with respect to head injuries and internal injuries 
(Partyka, 1982). Nevertheless, police-reported injuries to 
front-seat occupants have dropped in states that have implemented 
belt laws.

The Campbell (1987) study provides time series analyses of the 
impacts on moderate and severe injuries in N e w  York, North 
Carolina, and Texas, and on severe injuries in Illinois. The 
other detailed studies available (Wagenaar, March 1987? Hawaii, 
1987) arrive at higher estimates.

Table 3. Decrease in Injuries of Front-Seat Occupants 
For a 10 Percentage Point Increase in Safety Belt Use

Study

C a m p b e l l (1987)

Wagenaar (March 1987) 
Limm (1987)

State
Police-Reported

Severity Decrease

N e w  York K+A+B 1.8%
rth Carolina K+A+B 2.0%
Texas K+A+B 2.0%
Illinois K+A 3.0%
Michigan K+A+B+C 4.0%
Oahu Hospitalized 4.9%

K  =• fatality 
A  = serious injury 
B = moderate injury 
C = minor injury



As Table 3 shows, at a minimum, a 10 percentage point rise in 
safety belt use seems to result in a 1.8 to 3 percentage point 
drop in serious and moderate injuries to front-seat occupants. 
A t  the extreme, on Oahu, hospitalizations dropped 4.9 percentage 
points for each 10 percentage point increase. A complete 
inventory of crash-related hospitalizations on Oahu showed that 
those not using belts were 1.8 times more likely to be

that
to be

  — __- ____  W.W-W who were (Limm, 1987). This impressive
statistic was compiled in the first half of 1986, when 74 percent 
of Oahu drivers were belted.

The studies suggest that a 10 percentage point rise in belt use 
drops fatalities of front-seat occupants by 2.1 to 3.7 percentage 
points and moderate and serious injuries by at least 1.8 to 3.0 
percentage points. This equates to a drop in overall fatalities 
by 1.2 to 2.4 percentage points (55 to 65 percent of 2.1 to 3.7 
percent) and in moderate and serious injuries by 1.3 to 2.5 
percentage points (70 to 85 percent of 1.8 to 3.0 percent).

RISING BELT USE HAS REDUCED INJURY COSTS AND SHOULD REDUCE 
INSURANCE PRICES

The fatality and injury reductions produced b y  belt use laws have 
reduced auto insurance claims by roughly $1 to 2.5 billion 
dollars. Other public and private insurers probably saved 
another $0.5 to 1.25 billion.

The states with the largest belt usage gains —  about 50 
percentage points —  probably have experienced a 6 to 12, percent 
decrease in fatalities and injuries. The probable result is a 
2.4 to 6 percent drop in insurance costs (6 to 12 percent times 
the 40 to 50 percent of insurance costs that are injury- 
related) . If the cost per auto insurance policy is assumed 
roughly equal to total premiums (from Wish, 1988) divided b y  the 
number of registered vehicles, the average cost reduction per 
insured vehicle in 1987 was $11 to $27 dollars in these states.

Claims costs per injury annually rose 17.5 percent between 1983 
and 1986, and 9.7 percent in 1987, according to the data in 
Chapter II. Annual inflation of 2 to 4 percent in all costs and 
6 to 7.5 percent in medical costs (Economic Report, 1988) 
contributed to the rise in claims costs. Unless the rate of 
increase in claims costs per injury drops substantially, the 
reduction in claims costs attributable to rising safety belt use 
appears likely to slow, but not reverse, the rate of increase in 
auto insurance prices.



IV. STAT2 AND INSURANCE INDUSTRY ACTIONS

The insurance industry has examined the linkage between t use
   r    _________ „   ____  regulatory
agencies in Hawaii, Iowa, Massachusetts, and Texas have analyzed 
the impacts of rising safety belt use on insurance claims and 
incorporated this information into their decisions on pricing.
The Highway Loss Data Institute, a claims data analysis 
organization funded by the insurance industry, has examined the 
impact on injury claims in New York and New Jersey. ISO, the 
largest rating bureau, lias recommended discount factors for 
vehicles with automatic occupant protection systems. Finally, 
many auto insurers have offered incentives to encourage belt 
use.

FOUR STATES HAVE ORDERED PRICE REDUCTIONS

Hawaii's safety belt law mandated a 10 percent reduction in the 
price of PIP and medical payments coverages for the first three 
years after passage, followed by conversion to fully actuarial 
prices that incorporated the impacts of increased belt usage.
The 10 percent figure was based on existing research, with 
particular weight on the Massachusetts Insurance Division's 
estimates (Santos, 1988).

Hawaii's Department of Commerce and Consumer Affairs is compiling 
extensive data on the impacts of rising belt use on injury 
incidence and claims. Preliminary indications are that the 40 
percentage point rise in belt use in the state had even more 
impact than anticipated, with a 20 percent drop in overall 
fatalities, a 55 percent drop in fatalities to front-seat 
passengers, and on the order of a 12.5 percent drop in personal 
injury protection losses (State of Hawaii, 1988).

Iowa's legislature mandated a reduction in the price of bodily 
injury liability and medical payment coverage to reflect the 
expected savings in claims costs (Knapp, 1988). The Insurance 
Department found that in the first six months of the law, roughly 
a 30 percentage point rise in belt use was associated with a 4.4 
percent drop in bodily injury loss payments made to injured 
persons by insurers of motorists at fault (1.5 percentage points 
for each 10 percentage point increase) and a 9 percent drop in 
medical payments paid to motorists by their own insurers (3 
percent for each 10). Some insurers, however, experienced 
virtually no decrease, and the Department noted the difficulty of 
separating the impacts of the law from variations in medical 
costs, crash frequency, and other factors. Based on the 
available da:a, the Department ordered a 5 percent price 
reduction.
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The Massachusetts safety belt use law required a reduction in 
auto insurance prices. The Massachusetts Division of Insurance 
estimated insurer savings on 1986 claims payouts resulting from 
the state's belt law. Anticipating a 43 percentage point rise in 
belt use, it ordered an 11.2 percent reduction in 1987 prices for 
b odi l y  injury liability, PIP, and uninsured motorist coverages. 
This is a 2.6 percentage point drop in the price of this coverage 
for each 10 percentage point increase in belt use; it equates to 
an average drop of 0.8 percent across all types of coverage 
(Hosford, 1988). Despite the publicity surrounding this 
reduction and other belt promotion efforts, belt usage rose only 
17 percentage points, less than half the amount anticipated.
This low belt law acceptance, together with inadequate education 
and other factors, resulted in the law's repeal in a late 1986 
referendum. Based on the more complete claims experience in 
1986, prices for injury coverages were increased b y  2.8 percent 
in 1988 to reflect an expected 10 percentage point decrease in 
belt use due to repeal of the law (Massachusetts, 1987).

The Division's work was actuarially based. Early New York data, 
and subsequently Massachusetts data, on the percentage reduction 
in injuries by severity that resulted from rising belt use were 
multiplied by the percentage of Massachusetts insurance claims 
costs attributable to each injury severity. Claims costs for 
injuries to non-occupants then were incorporated into the 
analysis (Hosford, 1988).

Though not required by the Texas belt use law, the Texas State 
Board of Insurance factored the law's impacts into its prices in 
each of 1986, 1987, and 1988 (Daniel, 1988). The 1986 analysis 
was based on a formula developed by the Highway Users Federation 
to predict the effects of safety belt use on injury rates by 
severity. It led to a 21 percent decrease in price for bodily 
injury liability, PIP, medical payments, and uninsured motorist 
coverages. The reduction was decreased to 15 percent in 1987, 
based on methodology refinements that limited the saving per 
fatality averted to the mean policy liability limit and applied 
the expected percentage decrease in injuries to front-seat 
occupant injuries in covered vehicles rather than all injuries.

When police-reported injury and crash rates became available for 
the first seven months after the law went into effect, they 
showed that a 45 percentage point increase in belt use in urban 
areas and an unknown but probably smaller increase elsewhere had 
caused an 11.5 percent drop in fatality rates and, the actuarial 
staff assumed, in injury severity. The Board adjusted prices 
accordingly, to a level 5 percent: below who level suggested by 
claims incurred in the policy year ending June 30, 1986, when the 
law was in effect for only seven months (Daniel, 1988). The 
impact essentially is a 2.6 percent reduction in the price of 
injury coverage for each 10 percentage point rise in belt use.
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Table 4 indicates the percentage decreases in injury rates 
observed or estimated b y  the insurance regulatory agencies in 
states where price changes have been ordered because of rising 
belt use. The agencies estimate that each 10 percentage point 
rise in belt use has resulted in a 1.7 to 2.8 percentage point 
drop in injury claims costs. This range is reasonably consistent 
with the 1.2 to 2.5 percentage point range suggested by the 
studies reviewed in Chapter III. It also is consistent with 
earlier NH T S A  projections. In its July 1984 regulatory impact 
analysis on FMVSS 208, the agency estimated that each 10 
percentage point rise in automatic belts wo u l d  produce a 1.8 
percentage point drop in injury claims. Adjusting for the 
difference in effectiveness between automatic and manual belts, 
this becomes a 1.9 percentage point drop. An Insurance cost 
saving of $14 per vehicle insured was projected.

Table 4. Decrease in Injury Claims of Covered Occupants 
For a 10 Percentage Point Increase in Safety Belt Use

State
SEVERITY OF INJURY
Fatal Fatal or Serious Any*

Hawaii
Iowa
Massachusetts
Texas

5.0%

2 . 2%2 . 6%

3.1%
1.5-3.0% 

4.0%

2.5%
1.7%
2 . 8%

2 . 6%KHTSA-R<i*ralat<?Ey-Analysis 1.9%

Insurance Data Analysis Organizations 
Insurance Services Office 

(automatic restraint)
Highway Loss Data Institute

3.0% 

1.7-3.3%

* Percentage of all injury costs.
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3See GAO (1979) or Joskow (1973) for a discussion 
of the industry's structure.

In other states, the insurance regulatory agencies generally have 
n o t  compiled systematic information on the impacts of belt laws 
o n  prices. To the extent that insurance is a competitive 
business, the impact may be reflected in the prices filed by 
insurers as rising belt use helps to control claims costs. The 
impacts most probably will be comparable to those in Hawaii,
Iowa, Massachusetts, and Texas: a 1.7 to 2.8 percent drop in the
price of bodily injury liability and medical payments or PIP 
coverage for each 10 percentage point rise in belt use. The 5 to 
12 percent reductions in prices for injury coverage that were 
achieved in these states reduced overall auto insurance prices by 
an estimated 2 to 6 percent (5 to 12 percent times 40 to 50 
percent injury-related), about $9 to $27 p e r  vehicle insured.

A  notable relationship exists between the clarity of price 
reductions related to belt use and the insurance regulatory 
system in a state. Texas and Massachusetts were able to make 
central policy because they almost unilaterally set insurance 
prices. Twenty-seven states, including Hawaii and Iowa, review 
the actuarial basis for and approve price changes before they are 
put into use. In their belt use laws, the legislatures in Hawaii 
and Iowa authorized state regulators to mandate one-time 
insurance price reductions. Normally, they would not have the 
authority to impose reductions. The remaining states, which are 
identified in Table 5, largely allow insurers to decide what 
prices are appropriate (National Commission for the Rev i e w  of 
Antitrust Laws and Procedures, 1979). These states have the 
strongest tradition of moderate intervention in insurance 
pricing. None ordered price reductions in response to rising 
belt use.
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Table 5. H o w  States Regulate Auto Insurance Price Changes
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P h a n r r a os t a t e
Alabama
Alaska
Arizona
Arkansas
California
Colorado
Connecticut
Delaware
Florida
Georgia
Hawaii
Idaho
Illinois
Indiana
Iowa
Kansas
Kentucky
Louisiana
Maine
Maryland
Massachusetts
Michigan
Minnesota
Mississippi
Missouri
Dist of Columb

Type of Filing 
PA 
PA 
U F  
FU 
NF 
FU
PA (FU)
PA (FU)
PA (UF)
PA (FU)
PA (FU)
NF
UF
FU
U F
PA
FU (UF)

State
Montana
Nebraska
Nevada
New Hampshire
New Jersey
New Mexico
New York
North Carolina
North Dakota
Ohio
Oklahoma
Oregon
Pennsylvania
Rhode Island
South Carolina
South Dakota
Tennessee
Texas
Utah
Vermont
Virginia
Washington
West Virginia
Wisconsin
Wyoming

FU (UF)
FU
FU
PA
PA
UF
NF"

Prior Approval (PA) means that new prices cannot be used 
until approved b y  the State Insurance regulatory agency. A  30 
day review period generally is allowed.

Prior Approval with Public Hearing (PAH) means that the 
Commission holds a public hearing before approving the price 
change request.

File and Use (FU) means that new prices can be used as soon 
as they are filed with the Commission, although they have to be 
discontinued if the Commission disapproves of them.

Use and File (UF) means that new prices can be used for a 
fixed time period, generally 30 days, before they are filed with 
the Commission, although they have to be discontinued if the 
Commission disapproves of them.

No File (NF) means that price changes are not filed with or 
reviewed by the Commission.

Letters in parentheses denote how the system operates as a 
practical matter when it differs from the nominal legal system.

Source: Systems in use from Parsons (1988)? definitions from
Shapiro et al. (1981).
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INDUSTRY-FUNDED ANALYSES ALSO CONFIRM THE RANGE OF IMPACT

Two analyses b y  Industry-funded organizations that analyze claims 
data further confirm that the impact on prices of injury-related 
coverage is likely to lie roughly in the 1.7 to 2.8 percent range 

. for .each 10 percentage point increase in belt use. First, the 
Highway Loss Data Institute, an industry-funded claims data 
analysis organization, studied 1985 injury, claims rates f o r  Model 
.Year 1983-85 cars in New York, N e w  Jersey, and Connecticut prior 
t o  arid after implementation of'the New York and N e w  Jersey -safety 
belt laws (Highway Loss Data Institute, 1986). They found^that, 
relative to the control'state, a '35 percentage point increase in 
belt u s e  in N e w  York was associated with a 6 percent drop 
injury claims and an 8 percent drop in injury claims in cases 
with collision damage also claimed. For New Jersey, the 
corresponding drops were 8 percent and 6 percent f o r  a-24 
percentage point rise in belt u s e T h i s  equates to a 1.7 to 2.3 
percent reduction in claims frequency for each 10 percentage 
point increase in belt use in New York and a 2.5 to 3.3 percent
reduction-in New Jersey. —

• • '• -

Second, since November 1986, ISO has recommended a 30 percent 
"discount on PIP or own-medical coverage for vehicles equipped 
. - with automatic safety belts —  essentially for belt use 100 
p ercent of the time —  or with air bags.

“  ■ o  -  . -J. U j l U  .» . . J

: mm J.S~- isrsjfwi
MANY INSURERS OFFER INCENTIVES FOR BELT USE rwio/tceaft.•w" il" TtQw

■ fn r' » 9 f » p  —     r t ,T f -

_,,.Insurers that in aggregate write at least 35 percent of all - 
^ p r e m i u m  volume offer a 30 percent discount on PIP or- 

coverage for cars with automatic belts. Insurers that 
• another 20 percent of the market, most notably State Farm 
Nationwide, offer or are in the process of filing a 10 percent 
discount. All of these companies and Allstate, which.has almost 
9 percent of the market, also match or exceed ISO's recommended 
30 percent discount for full front air bags. These discounts are 

;.>not offered.in Texas where the Board of Insurance would not“(?i 
-^approve them (but moved to do so in aid-1988), or in 
... Massachusetts and North Carolina where insurers chose not to;, 
offer them. Table 6 lists the discounts offered by selected ‘ 
major insurers. These discounts generally save drivers about $5 
to $20. us-i*acnssno3a»»-oa*

Rising.belt use will iead to a'reduction o f >$ l t o $ 2 . 5  billion in 
insurance payments. 'Spreading this_savingouniformly acrossr all 
coverages would reduce injury coverage prices about

percent. vn... - ..... acris-xca.:! .

T O O. 7SCI , . XxaaS*
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As an alternative approach, incentives for increased belt use may
be created b y  using some of the savings to offer a major
reduction in the price of one coverage component or a free add-on
coverage. Some insurers now offer such incentives. State Farm
and the Farmers Insurance Group, for example, both double their
accidental death benefit if a fatally injured person was wearing
a belt. USAA adds $10,000 to the benefits under its own medical
payment and PIP coverages for any occupant who is injured or
killed while wearing a safety belt, protected by an air bag, or
secured in a child seat. Between 1984 and April 1988, USAA paid
more than $1 million in claims under this provision (Insurance
Institute, April 1988).

.‘a
- •

Table 6. Insurer Market Shares and Discounts for Vehicles 
with Automatic Restraint Systems 

(Selected Insurers, as of April 1988)

PIP or Own-Medical Discount for;

Front
l a s s x & x .

Aetna Casualty
Allstate
American Family
Continental
Erie Exchange
Farmers Group
GEICO
Hartford
Liberty Mutual
Maryland Casualty
Nationwide
Prudential
State Farm
Travelers
USAA
U.S.F.& G.

ISO Recommendation

% of Auto Automatic Driver Full

Premiums Belts Air baa Air baa

2.9% 30% 20% 30%
8.7% None 20% 30%
1.0% 30% 30% 30%
1.3% 30% 30% 30%
0.7% 30% 30% 30%
4.7% None None None
1.6% 30% 30% 30%
2.1% 30% 20% 30%
2.5% 30% 20% 30%
0.7% 30% 20% 30%
4.1% 10% 25% 40%
0.8% 20% 30% 30%

15.1% 10% 20% 30%
2.5% 30% 15% 30%
1.9% 30% 60% 60%
1.6% 30% 30% 30%

30% 20% 30%

Note: Only insurers with large market shares and a few with
medium market shares were surveyed. Some insurers that are not 
mentioned also offer discounts.

Source: Discounts, Insurance Institute for Highway Safety,
October 17, 1987 and April 16, 1988. 1986 Market Share,
Wasilewski, 1987.
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CASE STUDIES SHOW INCENTIVES OFTEN ARE NOT COSTLY

General Motors and Its Motors Insurance Corporation mounted one of 
the best-known insurance incentive campaigns to encourage belt 
use. From April 16, 1984 until the end of the 1986 model year, 
buyers of General Motors cars received a free life insurance 
policy that paid a $10,000 death benefit if someone was killed in 
a crash in the car while belted. The coverage lasted for one year 
from date of purchase. More than 17 million policies were written 
in the U.S. and Canada, but less than $7.5 million dollars in 
claims costs were incurred —  less than 50 cents p e r  vehicle sold 
(O'Toole, 1988). By structuring a business-related incentive that 
could be used ac the focus of a major vehicle sales campaign and 
an insurance sales campaign directed at car buyers, General Motors 
was able to provide tremendous positive publicity for belts with 
minimal increase in its normal advertising costs.

USAA, the nation's ninth largest writer of auto insurance and 
primarily a writer of coverage for military officers, announced 
the strongest air bag incentive program to date on M a r c h  30, 1988 
(Insurance Institute, April 1988). Again, the package reflected a 
business-related commitment to auto safety. U S A A  offered to pay 
$300 to any of its insureds as a bonus for buying o r  taking a 
long-term lease on a car equipped with an optional air bag in 
1988. This offer actually applies to very few vehicles. As of 
March 1988, optional airbags were available only on the Ford 
Tempo, Mercury Topaz, Oldsmobile Delta 88, Volvo 740 GLE, and 
Porsche 944. They were expected to be available later in the year 
o n the Saab 9000T.

U S A A  is encouraging manufacturers and dealers to market optional 
air bags agressively through a companion dealer incentive program 
in which USAA pays for the dealer prizes awarded for optional air 
b a g  sales. It also added a free $25,000 death benefit to its life 
insurance policies, which is paid when an insured is killed in an 
auto crash while belted in an air bag protected position in a 
car. And it increased its PIP or own-medical discount for an air 
bag to 60 percent in all but a few states.

USAA also announced a 5 percent discount on property damage 
and bodily injury coverages for cars equipped with another new 
safety device —  anti-lock brakes.
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U S A A 7s explanation of its decision to offer a strong program of 
business-related incentives for buying safety devices is 
consistent with Congress7 concept of an insurance-based belt use 
incentive scheme and suggests how to encourage this type of 
action. U S A A  Chief Executive Robert McDermott announced the 
policy in a joint press conference with NHTSA Administrator Diane 
Steed. He stated that it was a direct result of a challenge 
issued by Transportation Secretary J i m  Burnley at a meeting of the 
Insurance Institute for Highway Safety7s Board in December 1987. 
Burnley told insurance executives that he was "100 percent 
committed t o  automatic restraints,” but that the .insurers were far 
better positioned "to come up with incentives to encourage car 
buyers to opt for air bags and other safety devices" (Insurance 
Institute, April 1988).

Burnley continued his campaign at the press conference. In a 
written statement, he said:

The insurance industry has long had a lead role in advocating 
these safety devices and now must take a lead role in making 
them affordable and desirable in the eyes of the American 
public. Significant insurance discounts and incentives will 
make air bags more appealing and underscore your belief in 
the lifesaving effectiveness of this new safety technology.

The largest auto insurer, State Farm, also began using discounts 
to encourage greater automatic crash protection purchases in 
1988. In announcing its new discount structure for automatic 
restraint systems, State Farm offered a 40 percent discount for 
cars equipped with both bags and automatic belts, even though none 
currently are manufactured. Said a State Farm spokesman, "We hope 
to drive the market a little and get some out there shortly" 
(Insurance Institute, April 1988). State Farm also noted that its 
action was "a gesture of support" for automatic crash protection 
systems rather than a reflection of loss experience (Yates, 1988).

These case studies and the discount structures listed in Table 6 
suggest insurers, and even their largest rating bureau, are using 
insurance price breaks as incentives rather than just reflections 
of loss experience. This is especially clear for insurers who 
offer the same percentage discount for air bags that protect only 
the driver and ones that protect the full front seat since losses 
will be somewhat higher if only the driver receives air bag 
protection. More generally, the incremental advantages of adding 
automatic crash protection depend on how often belts would have 
been used if automatic crash protection were not available. Since 
manual belt use currently varies widely between states, the 
uniform national discounts for cars with automatic crash 
protection must not accurately reflect expected loss reductions by 
most states.



A s  insurers consider h o w  to return the savings resulting from 
rising belt use to consumers, they should be encouraged to use a 
substantial portion to structure business-related incentives.
These incentives would both serve as a symbol of the industry/ s 
conviction that safety-is-good business and as an inducement for 
belt , use or other positive safety behavior on the part of ‘" ' 
customers. Typical business-related incentives are a relatively 
low-cost coverage offered a t  a-large-discount o r  .an ./ 
impressive-sounding but _not .overly,, costly add-on coverage provided 
for free. The incentives/can be used as an advertising tool.'to 
sell the company's policies as well as to nselln the public on. 
safety equipment (automatic belts or airbags) and safety behavior 
(manual belt use). Marketing budgets and sales forces are 
generally much.larger than loss prevention budgets and.staff, so 
this linkage provides an essential guarantee of high visibility 
for the incentives.

. -  ~ w .
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Insurers.can return the.savings produced by increased belt use as
across-the-board price reductions, or.targeted incentives, or some
combination. They also 'should be encouraged to provide extra
incentives beyond current savings,’ or prior to those justified by
definitive actuarial.data. That's-what USAA did.for airbags and
GM.did for belt use. These are highly visible programs, which
exemplify h o v  business incentives can promote auto safety.
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CONCLUSIONS

Increasing belt use is reducing traffic injuries and auto 
insurance claims and should slow the growth in insurance prices. 
It already has done so in a few states and should in more as 
enough data become available for actuaries to determine the 
reductions occurring in claims payments. The reductions in both 
injury rates and auto insurance prices should accelerate as 
automatic crash protection equipment becomes mandatory.
Reductions will be even greater if manual belt use continues to 
increase.

The insurance claim savings are substantial in the aggregate, but 
rather small when spread uniformly over all policies.

o In 1987, the rise in belt use above 1984 levels
probably saved private and public insurers $1.5 to 
$3.75 billion dollars. A third of this saving went to 
health, life, and workers' compensation insurers, 
however, rather than auto insurers.

o Injury claims account for 40 to 50 percent of auto
insurance claims. Rising belt use probably will reduce 
injury claims costs b y  roughly 5 to 12 percent. The $1 
to $2.5 billion savings to auto insurers, if spread 
across all injury coverages, would cut typical auto 
insurance bills b y  2 to 6 percent —  about $9 to $27 
annually per vehicle insured.

The savings produced b y  rising belt use should be used to promote 
safety as they are passed on to those insured. One way is to 
reduce insurance prices directly, either voluntarily or through 
regulation.

o Four states reduced insurance prices for injury
coverages because belt use laws were implemented. The 
reductions range from 5 to 12 percent —  a 1.5 to 2.8 
percent decrease in cost for each 10 percentage point 
rise in belt use. The average auto insurance bill in 
these states also dropped approximately 2 to 6 percent, 
$9 to $27 per vehicle insured.

Except in Texas, an act of the state legislature, like 
the ones passed in Hawaii, Iowa, and Massachusetts, 
probably would be needed to allow the insurance 
commission to dictate when and how insurers should 
incorporate the impacts of rising belt use into their 
prices.
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Auto insurance prices have been rising v e r y  rapidly 
because claims payments per injury have risen at least 
7 percent per year since 1979. If this trend
continues, a price reduction related to belt use 
probably would slow, b u t  not reverse, the rise in 
overall prices. Publicity that rising belt u s e  has 
reduced insurance prices m a y  not convince consumers who 
are paying more for insurance.

Case studies suggest that carefully structured marketing tools 
that emphasize the savings from belt use may be effective 
incentives for improved occupant protection.

o USAA, the nation's ninth largest auto insurer, offered 
to p a y  a $300 bonus to policyholders who buy o r  take 
long-term leases on cars equipped with optional air 
bags in 1988, negotiated creation of and helped finance 
incentive programs to encourage dealers to market air 
bags aggressively, and added other incentive coverages.

o From April 16, 1984 until the end of the 1986 model
year, General Motors gave buyers of their cars a free 
life insurance policy that paid a $10,000 death benefit 
if someone was killed in a crash in the car while 
belted.

o Health, disability, life, and other insurers also will 
benefit from the injury cost reductions produced by 
increased belt and air bag system use. They also 
should consider how they can promote increased use.

Transportation Secretary Jim Burnley has challenged the insurance 
industry "to come up with incentives to encourage car buyers to 
opt for air bags and other safety devices." Insurers should 
respond to the Secretary's challenge with creative, highly 
visible programs to promote increased occupant protection through 
advertising and incentives. Such programs are more likely to be 
effective than small reductions in standard injury coverage 
p r i c e s .
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: \<■
Estimated
Seatbelt

Use

Estimated 
Number of 
Citations 
Involving 

Non-Use of 
Seatbelts

(1) (2)

Anchoraoe 45.524 20% Survey 9,100 35% 5,900
Barrow 527 50% Est. 280 25% 200
Bethel 264 50% Est. 130 25% 100
Cordova 64 50% Est. 30 26% 0
Craig 2271 60% ESt. 110 25% 100
Delta Junction 319 60% Est. 180 25% 100
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Estimated total number ot citations issued where seatbelts are not used 20,900
Maximum fine amount $15
Estimated revenue at 100% enforcement at maximum fine (driver only) 6313,600
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Note*
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EM. • Non-»uiv#y*d oourti citation* lwu*d cue *Mlm*t*d et MW all citation received by ooun.

(2) S*Md co M ltbe lt u u g e  turvey for Anchorege end Fairbanks R i i t  of *t«t*. eeatbell uw ge eitimated at 2SH of olted driver a,
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03/08/89
R e v i s e d  F i s c a l  N o t e  -  C S  H B  1 0 6  ( F i n a n c e )

F I S C A L  N O T E  A N A L Y S I S

T h e  p r o p o s e d  l e g i s l a t i o n  d i r e c t s  t h e  D E C  to  e s t a b l i s h  a h a z a r d o u s  w a s t e  
r e d u c t i o n  a n d  r e c y c l i n g  p r o g r a m  to  c o o r d i n a t e ,  p r o m o t e ,  a n d  a s s i s t  e f f o r t s  
to  r e d u c e  t h e  g e n e r a t i o n  of  h a z a r d o u s  w a s t e  i n  A l a s k a .  I n  A l a s k a  t h er e  are 
m o r e  t h a n  3 0 0  f a c i l i t i e s  t h a t  h a v e  n o t i f i e d  E P A  as  h a z a r d o u s  w a s t e  
g e n e r a t o r s  a n d  th er e  a r e  s e v e r a l  h u n d r e d  m o r e  s m a l l  b u s i n e s s e s  th at  c o u i u  
b e n e f i t  f r o m  t h e s e  s e r v i c e s .

T h e  b i l l  d i r e c t s  t h e  d e p a r t m e n t ,  s u b j e c t  to  a v a i l a b l e  f u n d s ,  to  u n d e r t a k e  
s e v e r a l  a c t i v i t i e s .  T h e s e  I n c l u d e :  p r o v i d i n g  f o r  t e c h n i c a l  a s s i s t a n c e  to  
b u s i n e s s e s  u p o n  r e q u e s t ;  I n f o r m a t i o n  a n d  r e f e r r a l  a s s i s t a n c e ;  o r g a n i z i n g  
w o r k s h o p s  a n d  s e m i n a r s ;  d e v e l o p m e n t  o f  a  t e c h n i c a l  r e f e r e n c e  c e n t e r  a n d  
d a t a  b a s e ;  d e v e l o p m e n t  o f  c u r r i c u l a ;  a n d  a d m i n i s t r a t i o n  o f  a h a z a r d o u s  
w a s t e  r e d u c t i o n  a n d  r e c y c l i n g  m a t c h i n g  g r a n t s  p r o g r a m .

T h e  f i s c a l  n o t e  i n c l u d e s  7 5 . 0  i n  c o n t r a c t u a l  f u n d s .  T h e s e  f u n d s  w o u l d  b e  
u s e d  f o r  n o n - r e g u l a t o r y ,  o n - s i t e  t e c h n i c a l  a s s i s t a n c e  to  b u s i n e s s e s  u p o n  
r e q u e s t  ( a s s u m e s  a p p r o x i m a t e l y  8  t o  1 0  o n - s i t e  w a s t e  r e d u c t i o n  a u d i t s  at  
$ 5 , 0 0 0  e a c h  p l u s  a d m i n i s t r a t i v e  o v e r h e a d ) ;  c o n t r a c t u a l  s e r v i c e s  to  p r o v i d e  
w a s t e  r e d u c t i o n  t e c h n i c a l  w o r k s h o p s  a n d  s e m i n a r s ;  a n d  a c q i s l t l o n  of  a 
t e c h n i c a l  r e f e r e n c e  m a t e r i a l s .

N o  n e w  p o s i t i o n s  ar e  a u t h o r i z e d  b y  t h e  f i s c a l  n o t e .
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O riginal sponsors: Brown, M. Davis,
Menard, et al.

IN THE HOUSE BY THE FINANCE CO MMITTEE

2*b CS FOR HOUSE BIL L NO. 106 (Finance)

IN THE LEGISLATURE OF THE STATE OF A L A S K A  

SIXTEENTH L EG IS L A T U R E  - F IR ST  SESSION 

A  BILL

For an Act entitled: "An Act relating to hazardous waste; and pr ov id i ng

for an effective date."

BE IT E N A C TE D BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Sect io n 1. FINDINGS. The legislature finds that

(1) several thousand pounds of hazardous wa s te  are added to the 

n ation's environment for every p er so n  in the United States each year;

(2) hazardous substances h a v e  b e e n  improperly d is po s e d  of at 

m o r e  than 200 k no wn  or suspected sites in the state, including 40 r e g u la t ed  

p ublic w a t e r  supply systems that h av e b e e n  contaminated, and m o re  sites are 

discovered each year;

(3) the Congress of the U ni te d  States, in adopting the Hazardous 

and Solid W a s t e  Amendments in 1984, established a national p o l i c y  that 

w h e r e v e r  feasible, the generation of hazardous w as te  should b e  r e d u c e d  or 

eliminated as expeditiously as possible;

(4) b y  reducing or eliminating hazardous w a s t e  b e f o r e  it is 

generated, hazardous w as te  source re du ct i on  efforts can be m o r e  effective 

than traditional "end-of-the-pipe" p ol lu ti o n abatement strategies;

(5) hazardous waste r e d u ct io n can improve w o r k p l a c e  s afety as 

well as lower w a s t e  management and regulatory compliance costs;

(6) w h i l e  some large businesses have successfully u n d e r t a k e n  

h azardous w a s t e  reduction initiatives, small businesses have a p a rt ic u la r 

n e e d  for info rm at i on  and technical assistance regarding o pportunities to 

reduce the genera ti on  of hazardous waste; and
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inc re as in gl y r ec o gn iz ed  by bot h business interests and the general pu blic 

as an e co no mically and environmentally effective response to the increa si ng  

costs and liabilities resulting fro m hazardous w a s t e  generation.

* Sec. 2. A S  46.03.299 is amended by adding a n e w  subsection to read:

(f) In order to min im iz e the present and future threat to h u m a n  

h e a l t h  and the environment, the department shall promote the fo llowing

h azardous w a s te  m anagement practices in the following order of p r i­

ority:

(1) waste source reduction;

(2) recycling of waste;

(3) waste treatment; and

(4) waste disposal.

* Sec. 3. A S  46.03 is amended by adding n e w  sections to read:

Sec. 46.03.316. HAZARDOUS W A S T E  RE DUCTION AND  RE CY CLING PROGRAM,

(a) T here is established w i t h i n  the department a ha za rdous w a s t e  

i ed uc t i o n  and recycling program. W i t h i n  the limit of funds available, 

the department shall

(1) coordinate a gency efforts to reduce the p r o d u c t i o n  of 

hazardous waste, including air and w a t e r  emissions;

(2) in order to implement the priorities- set out in AS 46.- 

03.299(f)(1) - (2), promote hazardous waste source r e d u c t i o n  and

on-site rec ov er y of resources f r o m  hazardous waste streams and through 

m at erials recycling;

(3) provide for source re duction and recycling technical 

a ssistance and consultation to hazardous w a s t e  generators at their 

request;

(4) sponsor or co-sponsor w i t h  public or private o r g a n i z a­

tions technical workshops and seminars on hazardous w a s t e  r e d u ct io n



center and data base;

(6) establish and m a i n t a i n  a hazardous waste reduction 

i n f o r m a t i o n  re ferral service;

(7) identify and evaluate hazardous waste reduction r e­

search needs for state businesses and industry, local governments, and 

state agencies;

(8) develop, in consultation w i t h  institutions of hi gher

e d u c a t i o n  in the state, courses and curricula related to hazardous

w a s t e  reduction; and

(9) issue hazardous w a s t e  reduction grants under AS 46.-

03.317.

(b) In response to a request of a hazardous w aste generator, a

r e p r e s en ta ti ve  of the department m ay v isit the hazardous waste g e n e r a­

tor's site for the purpose of observing a w a s t e  generating process, 

o b ta in in g information relevant to waste reduction, rendering advice, 

and m a k i n g  recommendations. A  visit un de r this subsection may not be 

r e g a r d e d  as an inspection or investigation. A  representative of the 

depar tm en t d esignated to render advisory or consultative services m a y  

not have enforcement authority.

(c) This section does n ot diminish the responsibility of a

p e r s o n  to comply w i t h  this chapter, AS 46.04, or AS 46.09.

Sec. 46.03.317. HAZARDOUS WA ST E RE DU CT IO N MAT CH IN G  GRANTS. (a) 

A  h a z a r d ou s w a s t e  re duction grant account is established in the g e n­

eral fund. It consists of appropriations made to it.

(b) The department m a y  issue mat ch i ng  grants from money in the 

account to businesses, local governments, industry trade associations, 

labor organizations, or no nprofit organizations for the purpose of 

f easib il it y analysis and evaluation of ways to implement hazardous



(c) Grants under this section

(1) mus t be m a t c h e d  on a d o l l a r - f or -d ol la r  basis by the
\

gran te e in cash or in kind;

(2) m a y  not exceed $10,000 for any single proposal or

project.

(d) T he department shall es tablish an a dvisory committee, c o n­

sisting of five members, to assist the department in r ev iewing and 

evaluating grant applications under this section. The adv is or y c o m­

mittee mus t  include

(1) an officer or employee of the department;

(2) a representative of the U n i v e r s i t y  of Alaska;

(3) a professional civil or chemical engineer w i t h  e x p e r i­

ence in environmental engineering;

(4) an owner or representative of a small business; and

(5) a public member.

* Sec. 4. AS 46.03.900 is amended b y  adding a n e w  p a r a gr ap h to read;

(34) "hazardous w as te  reduction" means decreasing, avoiding, 

or eliminating wa stes that are hazardous to h u m a n  h e a l t h  or the e n v i­

ronment through source reduction or recycling; the t e r m  does not 

include hazardous waste treatment or h az ardous w a s t e  disposal.

* Sec. 5. This A c t  takes effect July 1, 1989.

CSHB 1 0 6 (Fin)
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HB 106 F I S C A L  NOTE ANALYSIS

Page 3  of 7

The proposed legislation directs DEC to es ta blish a hazardous waste 
reduction an d recycling office to coordinate, promote, and assist 
efforts to reduce hazardous waste efforts in Alaska. This bill 
designates several activities that the Department will conduct, 
including the  administration of a hazardous w a s t e  reduction and 
r ecycling grant program.

The fiscal note includes funds to establish the hazardous waste 
reduction and recycling office within D E C’S Solid  and Hazardous 
Waste M a na g em en t Program. During FY 90, two positions would be 
established: an Ecologist II (Range 18) to provide overall
coordination and administration of the Department's waste reduction 
efforts and to develop the ne ce ssary policies, procedures, 
regulations, contracts, reference information, g rant awards, and 
progress report; and an Ad mi ni st ra t iv e Ass i st an t (Range 12) tc 
assist wi th  the de velopment of pro gr am  policies and procedures, 
contract documents, g rant awards, reports, an d assist w i t h  
i mplementation of the other aspects of th e program.

FY 91 and future years will continue i mp l ementation of the p r og ra m 
at the same level of service. One-time equipment costs, included 
in FY 90,. are not required in subsequent years.
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b r u Environmental Quality______Com|X)iicnt Environm ental Q u a l i t y _________ Revised Date

Bene fits
Prem ium Pay
Other

T rave l
C ontractua l
C om m oditie s
Equipment

To ta l Cost 62800

Position T itle
Ecoloaist II

No. o f Positions
1

Range/Step
LBA

Barg. Unit
GGU

o

<!-

Time Status
PFT

S ta ff M ontlis
12

Location
Juneau

E lec tion  D istr ic t
4

O)
60
<0
04

Ju s tif ica tion
See attached page

Funding Source for To ta l Cost
Federal Receipts 1002
G. F. Match
General Fund
GF Program Receipts 1005 
Other
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JUSTIFICATION FOR ECOLOGIST II

P a g e  5 o f  7

The incumbent will w o r k  on a largely independent basis, under the 
s uperv is io n of the Solid and Hazardous Waste P r o g r a m  Chief, to 
c oordin at e and promote the Department's efforts pur su a nt  to HB 
106, to reduce the production of hazardous wastes, including the 
following specific tasks:

• Prepare, evaluate, and select one o r  mor e contractors to 
prov id e technical assistance services to v*aste generators;

• A r ra n ge  for the Department's sponsorship or co-spon so r sh ip  of 
technical workshops or seminars on wa st e reduction;

• Eva l ua te  and select materials and equipment n ec es sa ry  to 
establish a nd mai nt ai n a hazardous waste re duction technical 
r ef erence center and data base;

• Es ta bl is h a n d  maintain a hazardous waste reduction referral 
service;

• Identify and evaluate hazardous w aste reduction research needs 
for government agencies and private businesses;

• Assist with the development of courses and curricula for 
hazardous waste reduction; and

• Develop regulations for the administration of, advertise the 
a v ai lability of, evaluate proposals for, award, monitor, and 
closeout grants made pursuant to the hazardous waste reduction 
mat ch in g grant account.

• Prepare annual hazardous waste reduction progress reports to 
the Legislature.

This position will supervise an A dm in i st ra ti ve  A ss is t a n t  I.



Rangc/SlcpPosition T itle
Adn|1 nistrativeAssistant I

To ta l Cost _______________________ 44500

Funding Source for Total Cost
Federal Receipts 1002 i -0-
G. F. Match 1003 -n-
General Fund 1004
GF Program Receipts 1005 -0-
Other

Time Status

Type o f Expenditure

Benefits
Premium Pay
Other

Total Personal Services

?4qonj i m
Trave l

Amount

Locatioo
Juneau

E lection D is tr ic t

J u s tif ic a tio n
See attached page

Commodities
Equipment

Contractual

Request For 
New Position

A g e n c y  E n v i r o n me n t a l  C o n s e r v a t i o n

BRU .Environmental, nua-li.ty_____

Component Environmental Quality .

Page 1 of 2
Revised Dale



• vtv .r-i .•HB 10 6
F O R  ADMINISTRATIVE AS SISTANT I
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j u s t i f i c a t :

The in cu mbent will w o r k  under the supervision of the Ecologist II ^a-rrinii«5 M a s t’ s  R e d n c t i n n  O -f-fin p ^  t r i  ae?<si.c;-t- t-Vio r i a n a i - f m o n f i c(Hazardous Waste Reduction Office) to assist the Department's 
efforts, p ursuant to enactment of H B  106, to reduce the 
p ro du c t i o n  of hazardous wastes, including the following specific 
tasks:

• A s si st  w i t h  preparation of one or more contracts and account 
for contractual funds for the provision of technical assistance: 
s ervices to waste generators;

• A ss is t w i t h  arrangements for the Department's sponsorship or 
c o- sp on so rs h ip  of technical workshops or seminars on w aste 
reduction;

• A s s i s t  procurement of materials and equipment necessary to 
e st ab li sh  and maintain a hazardous waste reduction technical 
r ef erence center and data base;

• A s s i s t  the establishment and maintenance of a hazardous wa st e 
re du ct io n referral service;

• A s s i s t  w i t h  the development of regulations and assist w i t h  t h e  
adminis tr at io n and disbursement of grant funds from the 
h a za rd ou s w aste reduction ma tc hi ng  grant account.

• A s s i s t  w i t h  the preparation of annual hazardous waste re du c ti on  
p r ogress reports to the Legislature.

Page 7 o f  7
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•UN THE HOUSE

106 (Finance)CS F O R  HOUSE BILL NO

IN THE LE GISLATURE OF THE STATE OF A L A S K A

SIXTEENTH L E GI SL A T U R E  - F I RS T SESSION

■ ' ■ - ’ ■ ' ■ ■ ' ' ; 
For an Act entitled: "An Act rel at in g  to hazardous waste; and p ro viding

for an effective date."

BE IT ENAC TE D  BY THE LE GISLATURE OF THE STATE OF ALASKA:

* Section 1. FINDINGS. The legislature finds that

(1) several thousand pounds of h a za rdous w a s t e  are added to the 

n a t i o n’s environment for every p er so n in the U n i t e d  States each year;

- ( 2 )  hazardous substances h a v e  b e e n  improp e rl y d i sp o s e d  of at 

more than 200 kn ow n  or suspected sites in the state, including 40 r e g u l a t e d  

public w a t e r  supply systems that ha ve  b e e n  contaminated, and m o r e  sites are 

discovered each year;

(3) the Congress of the U n i t e d  States, in adopting the H az ardous 

and Solid W a s t e  Amendments in 1984, e s ta bl i sh ed  a na tional p o l i c y  that 

w h e re ve r  feasible, the genera ti o n of h az ardous w a s t e  should b e  r e du ce d or 

eliminated as expeditiously as possible;

(4) b y  reducing or eliminating ha za rdous w a s t e  b e f o r e  it is 

generated, hazardous w a s t e  source r e d u c t i o n  efforts can b e  m o r e  effective 

than traditional "end-of-the-pipe" p o l l u t i o n  abatement strategies;

(5) hazardous w as te  r e d u c t i o n  can improve w o r k p l a c e  safety as 

well as lower w aste management and r e g u l a t o r y  compliance costs;

(6) w h il e some large b usinesses have s u cc essfully un d er t a k e n  

hazardous w a s t e  reduction initiatives, small businesses h a v e  a p ar ti c u l a r  

ne ed  for information and technical assistance regarding op portunities to 

reduce the generation of hazardous waste; and

(7) hazardous w a s t e  re du c ti on  and r ec y cling efforts are

-1- CSHB 1 0 6 (Fin)
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* Sec. 2. AS 46.03.299 is amended b y  adding a ne w subsection to read:

(f) In order to minimize the present and future threat to h u m a n  

h e a l t h  and the environment, the department shall promote the following

h a z a r do u s w as te  management practices in the following order of p r i­

ority:

(1) waste source reduction;

(2 ) recycling of waste;

(3) waste treatment; and

(4) waste disposal.

* Sec. 3. AS 46.03 is amended by adding n e w  sections to read:

Sec. 46.03.316. OFFICE OF HAZARDOUS WA S TE  R E D U CT IO N A N D  R E­

CYCLING. (a) There is established w i t h i n  the department an office of 

ha za rd ou s w as te  reduction and recycling. The office shall

(1) coordinate department efforts to reduce the p r od uc ti on  

of hazardous waste, including air and wa te r emissions;

(2) in order to implement the priorities set out in AS 46.- 

03.299(f)(1) - (2), promote hazardous waste source r e d u c t i o n  and

on-site recovery of resources from hazardous w a s u 2 streams and through 

m a t e ri al s  recycling;

(3) provide for source r ed u ction and recycling technical 

assistance and consultation to hazardous waste generators at their 

r e q u e s t ;

(4) sponsor or co-sponsor w i t h  public or private o r g a n i z a­

tions technical workshops and seminars on hazardous w as te  reduction;

(5) develop a hazardous waste reduction technical reference 

center and data base;

CSHB 1 0 6 (Fin) -2-
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, and

(8) develop, in co ns ultation w i t h  institutions of higher 

ed u ca ti on  in the state, courses and cu rr icula related to hazardous 

wa st e reduction; and

(9) administer the hazardous w a s t e  r ed uc ti on  grants p r o gr am  

established u n d e r  AS 46.03.317.

(b) In response to a request of a hazardous w a s t e  generator, a 

repres en ta ti ve  of the department m a y  visit the hazardous w as t e g e n e r a­

tor's site for the purpose of observing a w as te  generating process, 

o bt aining information relevant to w a s t e  reduction, rendering advice, 

and ma king recommendations. A  v is it  under this subsection m a y  not be 

r ega rd ed  as an inspection or investigation. A  r ep resentative of the 

d epartment designated to render ad visory or consultative services m a y  

not have enforcement authority.

(c) This section does not diminish the re s ponsibility o f  a

person to comply wit h this chapter, AS 46.04, or AS 46.09.

Sec. 46.03.317. HAZARDOUS W A S T E  RED UC TI O N M A T C HI N G GRANTS. (a) 

A  hazardous wa st e reduction grant account is established in the g e n­

eral fund. It consists of appropriations m a d e  to it.

(b) The department m a y  issue m a t c h i n g  grants from m o n e y  in the

account to businesses, local governments, industry trade associations,

labor organizations, or nonprofit organizations for the purpose of

feasibility analysis and evaluation of ways to implement hazardous 

waste reduction.

(c) Grants under this section

.. -3-. • CSHB 106(Fin)


