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In 1925 there was enacted a law commonly known
as the Compulsory Automobile Insurance Act. The
purpose of this law was to compel the users of auto-
mobiles on our highways to insure against personal
injury to others. By its provisions, it is a pre-
requisite to the registration of an automobile that
it be insured against personal injury to others in a
sum not less than $5,000 for personal injury to any
one individual, and $lO,OOO if more than one indi-
vidual is so injured. This law is so worded in that
respect as to make it impossible for the Commis-
sioner to authorize a policy or bond of insurance by
reason of which the assured may be required to
contribute any part of such loss.

Under the provisions of the act, the responsibility
rests upon the Commissioner of Insurance to fix the
rates for any such policy according to the experience
of the business. It is quite clear that the Commis-
sioner is without authority, under the present law,
to exact a higher rate from those who exhibit an
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experience which is unfavorable than is exacted from
the careful driver.

The requirement of the law that every Massachu-
setts automobile registered to operate upon its high-
ways be insured has created a new experience. The
idea prevalent at the time of this enactment, that
this requirement by increasing the number of those
insured would tend to reduce the percentage of
losses, has not been borne out to the extent expected
by the proponents of the law. As a result, the rather
moderate rates fixed by the Commissioner for the
first year of the operation of the law have proved
inadequate. The losses have in every year exceeded
the estimates upon which the rates were fixed. As a
consequence, each year has found the insured con-
fronted with the necessity of paying additional rates
before the registration of an automobile could be
perfected. Because the law is compulsory, it seems
to me that every effort should be made by the Legis-
lature to throw about it such safeguards, as well as
to so modify it, that insurance which the individual
is compelled to buy may be furnished him at the
lowest rates consistent with the business, and the
purpose of the law.

In these times of unusual depression, when every
dollar of a man’s income is an important item and
when we are preparing to move ahead, I deem it of
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vital interest that every legislative function of the
government, as well as every resource of it, be uti-
lized to the fullest extent to aid and assist our people
in a return to prosperity. Because the rates recently
promulgated by the Commissioner, effective Janu-
ary 1, 1932, appear to me to create a burden dis-
proportionate to the risk of insuring 92 per cent of
motor vehicle operators; because the law as at pres-
ent constituted does not permit the Commissioner to
modify the contract or the rates; and because the
welfare of the public is so vitally affected thereby,
I have called you in special session to consider
amendments of the act which will make it permis-
sible to modify the contract of insurance, as well as
to impose a greater proportion of the cost of such
insurance upon those who are guilty of improper
operation.

This is not a new subject. From time to time
during the regular sessions of the Legislature many
attempts have been made to modify or change the
provisions of the Compulsory Insurance Law. A
conflict of interest between those who favor its
repeal and those who favor its amendment has
always acted amidst the complexities of a general
session to prevent any action in regard to it. This
special session called expressly to consider modifica-
tions of the law, either as temporarily expedient to
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prevent an increase of rates or permanently to
modify it with the hope of an ultimate reduction,
should be productive of results.

A careful analysis of the figures upon which the
proposed new rates are based leads inevitably to the
conclusion that these higher proposed rates must
become effective as of January Ist, unless certain
changes are made in the law which will permit the
Insurance Commissioner to so modify the terms of
the contract as to hold the rates at the present level
or to reduce them. I do not deem it necessary to
go further into the figures upon which this state-
ment is based than to remind you that the carefully
checked losses for 1930 of the 79 companies doing
business in Massachusetts under the provisions of
this law, indicate loss payments and reserves in
excess of 116,000,000. The same carefully checked
figures show premium charges of $21,000,000 and
a cost of operation of the companies of $8,000,000.
The losses are approximately 80 per cent of the pre-
miums. The base upon which the rates were fixed
allotted 65 per cent of the premiums for losses. In
other words, the losses have exceeded the estimates
by 15 per cent.

The law was enacted to give some monetary re-
lief to those persons seriously injured by carelessly
operated automobiles against those who did not
possess property with which to compensate for their
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heedless or careless conduct. When we stop to
consider the tremendous losses occasioned by such
conduct, we must necessarily hesitate to change the
compulsory provision of this law. On the other
hand, we should not hesitate to change its provisions
to permit a greater proportion of the cost to be
borne by the careless, or perhaps in the interest of
safe driving to place a minimum of responsibility
upon the individual, apart from any insurance.
Unless we do these things, the rates must advance.

The statement is frequently made that the losses
are in a large measure due to the fact that it is very
easy to think that because one is compelled to in-
sure, the company that holds the policy should
respond substantially in damages in case of acci-
dent regardless of legal liability or the extent of the
injury. The complaint is made, and with much
justification, that the public has become claim-
minded.

Under the common law of this Commonwealth, a
guest riding in an automobile cannot recover for
personal injuries against the operator or the one for
whom he acts in the absence of gross negligence.
Experience has shown an attitude upon the part of
the operator which may be entirely without pre-
meditation, but nevertheless effective, to aid the
guest in the recovery of damages. The statement
of the law indicates very clearly the intention to
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impose upon a guest the responsibility of taking his
own chances when accepting an offer to ride with
another person. Exaggeration, participated in both
by the guest and the operator in these cases, has
tended to increase materially the losses of the
company.

In order to investigate properly an accident,
quick notice to the investigating party is necessary
to determine its causes as well as the extent of the
injuries occasioned thereby. While the law imposes
upon the assured the requirement to give such notice
of accident, no such burden is placed upon the
claimant. Furthermore, regardless of notice, the
insurance company is obliged to pay. There is no
effective provision requiring the assured to give
notice. Many cases are instanced where failure of
notice has made it impossible for the defendants or
the companies to adequately prepare to meet the
claim. This situation leaves the control of the case
almost entirely in the hands of the claimant to
present his evidence without fear of contradiction.
This is unfair to the company, and if the law should
be changed to provide that the assured contribute
to the payment of losses, it would be unfair to the
assured.

While I believe that cases of collusion and delib-
erate falsification of testimony are responsible for a
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very small percentage of the losses, it is undoubtedly
true that exaggeration of injuries is accountable for
a large percentage. For the purpose of curbing such
exaggeration or falsification of claims, it seems to
me that legislation should be enacted requiring the
claimant to give notice of the time and place of
injury and a description of the injuries sustained
within a limited time following the accident. This
provision if enacted, however, should be so worded
as to make it possible for the court hearing the case
to modify the effect of failure to give such notice if
the facts seem to warrant it.

To each of the subjects under consideration, it is
possible to advance criticism more or less serious.
I fully realize that fact. If all men were liars and
dishonest, it is doubtful if the suggested changes
would be particularly effective but all men are
not liars and all men are not dishonest. If the
changes suggested are supported by public opinion,
they are likely to greatly improve the law and reduce
the burden of the rates. Not only will these changes
operate to reduce the burden of the rates, but they
will also operate to minimize accidents. I have no

doubt that if these recommendations are followed,
it will be possible for the Commissioner to continue
without increase for the coming year the rates in
effect in January, 1931. In order for him to do this.
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however, it is also necessary for you to act with
reasonable speed and expedition. You will appreci-
ate that to put in motion machinery for these changes
requires time. In other words, time is of the essence.

Let me summarize the changes in the law which I
recommend for your approval:

(1) The adoption of a law which will permit a
system of demerit rating.

(2) The adoption of a law which will permit the
Commissioner to authorize a deductible policy, so-
called.

(3) A law which eliminates from operation under
the standard compulsory policy recovery by a guest.
In other words, the elimination of the guest cases,
so-called, from the operation of this particular law.

(4) A requirement that the claimant give notice
of the time and place of injury and the nature of
the injury sustained within a limited number of days
from the date of the accident. This provision should
be so worded as to permit the court to waive the
provision where the facts presented seem to warrant
the exercise of such a judicial discretion.

(5) The law requiring the insured to give notice
to the company, in the event of an accident, should
be strengthened.

These are the specific matters for your considera-
tion. From time to time, as occasion seems to re-
quire, I may find it necessary to send in by special
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message further matters pertaining to this situation
for your consideration.

I hope that you will approach these suggestions
with a view, by your co-operation, to enacting such
legislation as will permit the Commissioner to re-
duce the insurance rates of those whose experience
is good.




