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October 15, 1973

TO THE HONORABLE SENaTE aND HOUSE OF REPRESENTATIVES!

In accordance with the provisions of Article LVI of the
Amendments to the Constitution, I am returning, herewith. House
Bill No. 7488 entitled “AN aCT AUTHORIZING THE GROUP MARKETING
OF AUTOMOBILE AND HOMEOWNER INSURANCE."

This legislation is designed to authorize the sale of auto
insurance and homeowners insurance to groups of employees, union
members, ana certain other associations and organizations. I
believe that we should encourage the growth of such "m^ss-
raerchandising“ plans because they will offer the advantages of
lower costs and of payroll deductions.

I am, however, concerned that a provision now contained in
the bill may have the effect of restricting the growth in availa-
bility of such plans. In its present form, the legislation would
require that 35% of the eligible members of a group would have to
be insured via the plan within one year of its effective date. If
a group's participation did not reach that level, the plan could
not be renewed. It may very well be that the savings and conven-
ience offered by such plans will attract a high level of partici-
pation. Ho„ever, evidence from other states where such plans are
available indicates that many groups do not have such a level of
participation. This is especially true of certain association,
employee and union groups whose members do not work in close prox
imity to each other.

Although it is not clear what purpose such a restriction
would serve, I think it is clear that it would impede the growt
of these "mass-marketing" plans. In order to gain a reasonable
amount of experience and to gather some significant evidence on

mpact of this J5% requirement, I am recommending an ame
: would allow groups a period of three years to attain t

f participation. If it becomes apparent that the
rnt is retarding the growth of such plane and adversely affecti

the consumer, then appropriate legislative action can be taken t
correct the problem without forcing people to give up the benefi
of such plans.
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In addition, I have been advised by the Commissioner of
Insurance that it would be appropriate to make certain technical
changes in the bill in order to allow for cancellation for loss
of license, as well as for loss of registration, and to remove
the requirement that employers a constitution and by-laws.

I therefore recommend that House Bill No. 7488 be amenoed
as followst-

By striking out clause (5) of paragraph 4 of subsection X9JR
of chapter 17 5, as inserted by this bill, and inserting in place jj
thereof the following clauses-

(5) that an insurer may not cancel the insurance of an
individual member of the group except for nonpayment of premium,
fraud, or loss of registration or operator's license or unless
the insurance for tne entire group is cancelled;

and by striking out clauses (7) and (8) in said paragraph
and inserting in place thereof the following clausesi-

(7) that such employer, trade union, association or
organization shall consist of no less than twenty-five members,
at leuSt fifteen of whom are residents of the commonwealth, and
that at least thirty-five per cent of said members are insured
within three years of the effective date of the plan, such
percentage to continue so insured at all times thereafter;

(8) that such trade union, association, or organization
shall have a constitution and by-laws ano be formed in good
faith for purposes other than that of obtaining insurance.

Respectfully submitted.

•nwealth of Massachusetts


