
EXTRA SESSION.

Executive Department

To the Honorable Senate and House of Representative

You were called in special session because of the dis-
content of the people with the constantly increasing rates
of Compulsory Automobile Liability Insurance, in the
hope that with no other distracting subjects for consid-
eration you would be able to find and enact the means of
controlling the mounting costs. The further hope was
entertained that you would be able to consider some form
of policy or rating that would tend to increase the motor-
ist’s regard for his responsibility in avoiding accidents.
It is as essential, if not more so, that you should legislate
to decrease accidents as to legislate to decrease rates.
It is disappointing that during seven weeks of hearings
and deliberations neither result has been accomplished.

There are a few salient features that I again call to
your attention. It is commonly stated that a consider-
able percentage of the sixteen million dollars in losses
from automobile accidents during the year 1930 was
created by exaggerated and fraudulent claims. It is
commonly asserted that the connivance of lawyers and
agents, as well as the assured and plaintiffs, is in part
responsible for this condition. You have so far utterly
failed to approve a law which would largely restrict such
fraud and exaggeration. A proper provision for notice
by the claimant to the companies or the defendant of
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the time, place and nature of the injury within thirty
days after the accident would go far toward correcting
the present difficulties.

It was pointed out and commonly conceded that one
of the great sources of fraud and deception, which placed
an unusual and unnecessary burden upon the companies,
and therefore an unnecessary burden upon the assured,
had to do with the guest cases so-called, but you have
refused to pass legislation for relief in that respect. It
is an opinion commonly held that the careless should be
penalized in the interest of safety to the traveling public,
and no action has resulted to that end.

Legislation has been suggested providing for two kinds
of compulsory policy at the option of the insured a
full policy under the present law, and a deductible policy,
for both of which rates were to be made by the State.
Under the provisions of such a law, those who endeavor
to be careful and, therefore, whose chances of avoiding
accidents are great, would be enabled to buy the insur-
ance that the State compels them to take, at lower
rates; while those who see fit, may pay for a full cover-
age. Those who are careless, under the limited coverage
will be compelled to contribute in the payment of dam-
ages. In other words, the deductible policy places upon
the careless driver the penalty which all men consider
should be imposed. It is a demerit rating upon a scale
which tends to increase care. In reality it imposes a
penalty upon the careless driver.

It seems to me that much of the difficulty over the
second hundred deductible form of insurance is due to a
lack of understanding of its merits. Forty-five per cent
of all claims for personal injury are settled for less than
$lOO. It follows that by making the second hundred
deductible all controversy in regard to claims under one
hundred dollars is eliminated. In other words, 45% of
all the claims are eliminated by this provision. The
argument that it would be embarrassing to the companies
to make a settlement under the deductible policy is also
eliminated. The number of persons affected in any one
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year by the deductible policy is 8% of the total number
involved. By adopting the second hundred deductible,
the percentage is cut down to approximately 5%, or five
persons out of every hundred policy holders. These men
or women who are so involved become so because of their
own negligence in failing to avoid accidents, and should
be willing to contribute one hundred dollars for the result
of their own carelessness. Is it not apparent that the
deductible policy, in addition to permitting the careful
driver to operate at a lower rate, also penalizes the care-
less driver the one who should be penalized?

On the other hand, it is perfectly apparent that many
citizens will desire full coverage, and the rates for such
a policy should be fixed by the Commissioner, otherwise
the compulsory principle is thrown to the mercy of those
whose business it is to write the insurance. I, therefore,
strenuously recommend for your favorable consideration
a bill which provides for the second hundred of the policy
to be deductible, the rate to be fixed by the Commis-
sioner, and a policy for full coverage at rates to be fixed
by the Commissioner, either policy to be available to the
insured at his option.

The Commissioner informs me that with this bill a law
the savings in insurance would be such as to permit him to
keep in force for 1932, substantially without change, the
rates of 1931 on the deductible policy and the proposed
rates for 1932 on the full coverage.

It is true that the deductible policy reduces the coverage
and in that manner the theoretical protection to the claim-
ant to the amount of one hundred dollars. But it is one
hundred dollars which the person causing the injury should
pay, and the law provides such penalties as will tend to force
the payment. And why should not he who is careless pay
to the extent of one hundred dollars? This law provides
substantial protection to the injured coupled with the
added advantage that it tends to impose care upon the
driver of an automobile. I would be willing to go so far
as to approve a law, if it could be constitutionally framed,
which would make it impossible for any driver of an



automobile to obtain full coverage. In other words, I
would be willing to approve a law that made co-insurance
up to one hundred dollars a prerequisite of driving an
automobile on the highways.

It has been suggested that a law providing for a deduct-
ible policy does not change the rates in a large portion of
the Commonwealth where the rates seem to be satisfac-
tory. I say to you that it is the opinion of the Commis-
sioner that the enactment of a deductible policy law,
together with the other suggested changes, will result in
such savings that the experience therefrom will permit a
reduction of such rates for 1933. In any event, the whole
Commonwealth should be interested in any law which
tends to minimize the tremendous losses incident to the
operation of automobiles on our highways.

No suitable substitute for the provisions of the de-
ductible policy has yet been suggested. The enactment
by legislation of the 1931 rates, without changes in the
policy or the surrounding conditions, is a usurpation of
legislative authority without precedent and without
excuse in this country of ours, and is parallel to the impo-
sition of the tax upon tea which resulted in the Boston
Tea Party and the American Revolution. It is a political
subterfuge and should not be supported by any man who
believes in a square deal.

In order that the people may know that we serve them,
I again recommend for your favorable consideration the
enactment of a notice law, a guest law, and of a deductible
policy law. Unless these things are speedily accomplished,
it will be necessary for me to instruct the Commissioner
of Insurance to promulgate the proposed rates for 1932.

JOSEPH B. ELA
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