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A major issue has deveioped over the pest mechanism for the equitaple and
efficient compensation of iosses to victias cf motor vehicie accidents. A
Departaent of Transportation study shows that motor vehicle accidents in 1967
resulted in more than $%W.5 billion in compensable economic loss. An
estimatea $0.5 piilion of this loss was compensated, about one-half through
the existing iiability systen. The study concludes that the existing
liapility system resuits in compensation that i1s unevenly and 1ineificiently
distraiputed and that 1t shouid be repiacea by a "no-fault®™ sSystem. Such a
no—fault system comnsists of coapensation of an accident victim DY his owh
insurance coapany and a substantial limitation om the victim's right to sue
the at-fault party for damages.

fhe "motor veniclie reparations systen™ 1s the aechanism by which persons
vho have sutfered 410ss as the result of @motor vehicie accidents are
compensated. Some sources of compensation, e.g9., hospitalization insurance,
are regarded as outside the system, since the benefits provided do not occur
because the 1oss resulted from a motor vehaicle accident. Within the systea,
Soae types of compemnsation are paid on a contractuai Trather thamn a zfaualt
basis, e.g., coilision insurance, but the principal means of compeasation is
the liabitaty or fault systea. The 1iability systed 1s conposad of both a
legal element and an insurance element. The legal element consists of the
tort iaw pranciple of negligence, which is used to determine the 4ilapility
for loss. The insurance element consists of liability insurance, which vas
originally intended to ideanify negligent drivars tor their liabpiiity, out
vhich 1s now recognized as a daevice to assure the victires of negligent
drivers of cocmpensation. This purpose is evident in statuatory enactaeats
that either compel the purchase of 1mnsurance or provide a stroang incentive to
do so.

As the resuit of the passage of a congressional resoliutiocn 1in 1319648, the
Department ot Iransportation (DOf) undertook a major study of the reparations
systed, parcticuiarly the liability system. The work resuited in 23 published
studies and a report, which was issued in March 19731. ‘The report conciuded
that the existing Liability system has resulted 1in the lnegquitable
distribution or penefits, with tae overcoaspensation of smaller claims and the
undercoapensation orf larger cialias; the untimely distribution of bpenefits,
particulariy in the deiay 1n payaent of iarger, aore serious claims; and the
costliy and iunerficient distribution of benefits, with more thaan one-half of
each prealus doilar paying legal rees and insuraldce overheaa and J4ess than
one—half of each preaium dollar compensating victims. Additionally, the DOT
report concliuaded that the ilability systen has failed to reduce i10sses and
has created various institutional stresses on the insurance industry, the
public, and the judiciai system. It has peen suggested tnat the fundamental
reason for these various probilems 1is an inherent coatradaiction 1in the
structure of the ilapility systea between a fault-pased legal element and a
compensation-oriented iasurance element.

Those who reject the view that taere is no 1nherent contradiction 1in the
liapility system aavocate continuation O the existing system or reforams that
do not aiter the basic fault prancipie. This principie holds that those who
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are responsible for aotor vehicle accidents must, as a matter of equity and
for deterrent purposes, be leqally 1liable ftor their conduct. Those Wwho
accept the view that there is an ibherent contradiction 1in the existing
Systea have proposed replacing 1t with a no-fault system. The two Kkey
eleaents of a po-fauit system are comprehensive, first-party (cwher—operator)
insurance and a supstantiai limitation of tort liabiiity.

A major question 1n the enactament of a no—fauit plan is whether i1t should
be institutea at the Federal or State 1level. In favor of the Ffederal
approach, 1t 1s arquea tnat the nature of motor vehicle travel requires basic
aniforwity throughoat the country and that the States have been slow to enact
genuine no-fauit plans. In favor ot State emactment, it 1s argued that it 1is
the policy or the McCarran-—Perguson Act (15 U.S.C. 1011 to leave the nmatter
of insurance to the States ana that such am approacan permits experimentation
and a plan tailoreda to the needs of each State. At the Federal level, there
is als0o the question of whether there should be one uniform pian or a plan
that sets msinisum standards.

AmOng the other major questions 1n considering no-fault insurance are the
following: (1) Shouia no—fauit penefits cover only personad injury Loss or
should they also cover property damage? (2) Should there pe durational and/or
doliar liimits on no-fauit benefits? (3) Shouad tort liabiiity be preserved
for damages exceeding no-—fault benefits? (4) Shoula tort 1liability Dbe
preserved for general aamages, e.g., paim and sufferang? (5) Should an
insurer who pays first-party benefits have subrogation rights against the
other party's insurer? (o) Should no-fault benefits be primary of secondary
to other sources? Aside from various policy gquestions, there is the issue of
whether Congress has the constitutional authority to supplant the tort law of
the States wita a no-rauit plan.

During the 94%tan Congress, no—fault motor vehicle insurance legislation was
again introducea in both Houses. <Two of the principal bills were S. 354, the
National Standards ror No-Fault lInsurance Act, introduced by Sen. Magnuson,
and H.R. 9650, the National Standards for No-fault Benerits Act, introduced
by Rep. Van Deeriin. both bilis required every State to emnact no-fault laws
meeting specified Feaeral stanaards. If any State failed to do so by the
qeadline, an alternate no-fault systes woulda go into effect, to be
administered Dy the Federal Governaent or, optionaliy, by the State itself.
No finai action was takeh oOn either bail.

in the Y5th Congress, several no-fault bills were adgain introduced,
praincipally 5. 1381 (Magnusom) amnd H.8. 6601 (Murphy), identical bpills.
Under this proposed legislation, the States were regquirea to enact their own
pians for ROtOr vehicie accident insurance that would meet or exceed basic
Federal standards. ©The States would remain solely responsible for the
adsipistration and regulation ot insurance. Although similiar to H.R. 9650
from the 94th Congress, this proposed legislation contalined sose
modifications based on aunalysis ot State experience with the no-fault
concept. S. 1381 was reported out of the Senpate Ccmmittee on Coamerce,
Science and fransportation ana the House Interstate ana Foreign cCommerce
Subcomaittee on Consumer Protection and Pinance tavorably reported H.J. 6601
as a Clean pill. However, the fuil House Comaittee on Interstate and Poreign
Commerce rejected the clean bill by a vote of 22 to 19. 80 Ifurther action
¥as taken on either biil.

At the State levei, 1o States hnave, t0o date, enactea what have been
characterized as genuine no—fauit laws — that 1s, plans with cCcomprehensive
first-party benefits and a signiricant aboiition of tort liiapility. the 16
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States are Coiorado, Conmnectacut, Florida, Georgia, Hawaii, Kansas, Kentucky,
Massachusetts, michigan, Minnesota, Nevada, New Jersey, Bew York, Horth
Dakota, Pennsyivania, and Utah. Puerto Rico also has such a plan. Bight
States have so-calliea ada-on plans that provide for some tfirst-party
benefits, but do not limit tort liiability. The eignt States are Arkansas,
Delaware, Maryland, Oregon, South Caroiina, South Dakota, Texas, and
Virginia.
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CHRONOLOGY OF_BVENTS

The House Codmittee cn Interstate and Foreign
Coamerce rejected H.R. 13048 by a vote of 22 to 9.

The Bouse Commerce Supcomiittee on Consumer Protection
and Finance reportea H.R. 6601 as a clean bill,
H.H. 13048,

S. 1381 was reported out of the Senate Cosmerce
Committee by a vote of Y to 7.

Department orf Transportation Secretary Brock aAdass
testiiied pefore the Senate Compittee om Commerce,
Science, ana Transportation, expressing the Carter
administration®s support for S. 1381.

— 02/22771 — Hearings were heid during this period

on H.E. 0607 and related bills by the Subcommittee on
Consumer Protection and finance.

S. 138% and H.BE. bo01, identical biils, were introauced
in the 95th Congress.

S. 354 was sent pack to the Senate Committee on Commerce
af ter depate, by a Senate vote of 49-45.

S. 354, as axended, was reported to the Senate froa the
Coamittee on Comaerce.

S. 354 was reintroduced in the 94th Congress by Senator
Magnuson, and was reierred to the Committee on Comamerce.

The Senate passed S. 354, as reported by the Committee
on Commerce and as further amended by the Senate.

The Senate Coumittee on the Judaiciary favorably reported
S. 354, as amended by the Senate Coumittee on Commerce.

The Sepate agreed to a unanimous—consent agreeament

of Sen. Warren Magnuson to refer S. 354 to the Committee

on the Judiciary, wWith the unaerstanding that the commaittee
wilil report or discharge the biil by Feb. 15, 1974,

This deadlipe was supsequently extended to Mar.

19, 1974,

The Senate ComRixtee on Commerce favorably reported
an amended 5. 354, a ®natiomal standards®™ no-fault bill.

On the conclusion of 1ts study of the reparations
systeam, the DOT issued 1ts report, Motor V¥ehicle

Crash Losses and fTheir Compensation in tae United
States, which enaorsea the no—-fault princaple and
cailed upon the States to enact comprehensive no-fault
plans.



