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CHAPTER I
THE PROBLEM

Introduction to the Problem

This peper is probably the first academioc attempt to define the problem
of the uninsured motorist in Oregon. It represents & piece of research
in an erea where little has been done to determine the scope and depth of
the problem.

The size of the problem is shown by the number of uninsured motorists
involved in sccidents, end the emount of demeges incurred by individuals
that become involved with uninsured motorists.

The objectives of this paper are to reveal:

1, How many uninsured motorists are not finencially responsible.

2. The economic loss in terms of property demege exceeding $50,

and any personal injury, inoluding lost earnings.

3. What eppeears to be the most productive approsch to & solution

for alleviating the problem in Oregone

The limitations of the thesis are due to the limited resources of the
author and of the state agencies which cooperated in meking this study
possible.

The economic loss referred to above is limited to the emount of
property demage exceeding $50. Since the emount of demeges ineluded in
the economic loss should be reasonable end bear some reletion to the

aotual emount of demeges inourred, the meesurement of the economio loss



was taken from the forms given to the claiment by the State and

returned for evaluation of emount cf damages sustained. It was essumed
that if the individual was not compensated he would file the forms furnished
by the State to aid him in recovering the amount of demeges. In other
words, the olaimant would be expected to 2ot &s & prudent individual and
take the steps necessary to assure settlement of the damages suffered.

That he may not have done so will act as & limitation to this paper.

The statistical data presented are the result of an analysis of the
availeble information with regard to the economic loss in the State of
Oregon, for the one year only. No previous information hes been compiled
on this aspect of the problem. The obvious limitations imposed by such &
small sample render any conclusion tentative.

This paper will be presented in four parts.

Part One enalyzes the problem and reveeals its scope and depth.

Part Two is & survey of attempts already mede to solve the
probleme.

The suthor's enalysis of what appears to be the most productive
approach to a solution is conteined in Part Three.

Part Four is & summery and oonolusion.



The Problem

The problem of the uninsured motorist is inseparebly linked with the
automobile acoident situation, in which there ere two aspects. The first
is the agecident frequenoy end severity rate, and the second is the
motorist who is not financially responsible, and is unable to pay for the
demege involving others.

If automobile acoidents could be eliminated, the problem of the unine-
sured motorist would also be eliminated. This paper will deal primerily
with the second aspect of this problem, and not with the general accident
situation, Verious studies have been made in the pest on the problem of
the uninsured motorist. However, this report will attempt to explore the
fecets which will indieate the size and scope of this problem in Oregon.
Once the extent of this problem is known perhsps en approech to a solution
can be advanced.

One of the diffioulties under which previous reports seem to have
labored is the assumption that & social problem of the uninsured motorist
exists.! These reports, assuming the problem did exist, concentrated
their efforts on & solution. This thesis will attempt to define the problem
of the uninsured motorist in Oregon, subject to the limitetions discussed
eboves The date used in this thesis were taken from the ﬂ.lﬁ of the
Department of Motor Vehicles, Financial Responsibility Division, Salem, Oregon.

The term "financially irresponsible motorist™ when used in this report
will mean & moborist who was uninsured at the time of an accident, end hes

hed his driving privileges suspended for feilure to comply with the provisions

1300 page 88 of this report for speoific support of this stetement,
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of the finsncial responsibility statute. A brief summery of the finansial
responsibility law follows, so that the reader may better understand this
conoepte

Oregon hes what is known as & safety fineneial responsibility lew
which requires the owner and operator of an uninsured motor wehicle
involved in an acoldent resulting in any personal injury or property
demage in excess of $50, to post security in the emount of current socident
demages until certain conditions are met or lose the right to all driving
privileges. In Oregon, the uninsured motorist will lose all of his driving
privileges if he is involved in any accident end does not also file evidence
of fubure financial responsibility and meintain it for a fiwe yQar period.

Proof of future finencial responsibility mey consist of the following:

l. A valid aubtomobile liability policy covering bodily injury for
$6,000 to one person, £10,000 in any one scoident, eand at least $5,000
property damage.

2+ Provide a $15,000 bond out of which dameges could be paid.

8+ A certificate of the State Tressurer that such person hes
deposited with him $15,000, in oesh or seourities epproved by the State,
to be used to pay demages.

4. Evidence of a valid certifiocate of self-insurance issued by the
Department of Motor Vehicles o1

In eaddition %o giving evidence of future finaneiel responsibility if
property damege inourred by others exceeds $50 or any personal injury

oocurs, the uninsured motorist must also deposit the amount of demeges

loregon, Motor Vehicle Laws, 1967-58, Sec. S.486.011-486.991,




already inourred, with the Financial Responsibility Division: or file a
release signed by all perties, releasing him from all claims: or &
notarized copy of & settlement egreement. The emount of deposit required
shall not exceed $5,000/$10,000 bodily injury or $2,000 property demege.

If the seourity provisions ‘sbove sre invoked driving privilege will
be suspended until:

1. the seourity provisions are met and a deposit is made.

2. the expiretion of two years following the dete of the accident,
and no court action has been initiated. If court action is initiated
within a one Jyotr‘ period, the suspension remeins in forece until the case
at bar is settled.

8. any judgment secured ageinst the uninsured motorist remeins
unsatisfied for a five year poriod.l

Under the néurlty provisions of the safety financial responsibility
lew, & meximum deposit of $12,000 can be required of the uninsured motorist.
This would be in addition to any deposit required to establish proof of
future financisl responsibility. The sefety finemoiel responsibility law
will be taken up in greater detail in Pert Two.

The term "financially irresponsible motorist™ meens an uninsured
motorist who was unable to give proof of finencial responsibility by eny
of the methods outlined ebove; i.e., was unable to meet the security
requirements and make & deposit; wes uneble or unwilling to file & release

or settlement agreement; and hes had his driving privilege suspended.

lrbid.



A release is a statement signed by the damaged perties indicating that
the uninsured motorist is relieved of all responsibility for the demeges
inourred. Settlement agreements indicate that the uninsured motorist is
relieved of all liability providing he makes restitution to the damaged
party according to the written egreement., These agreements usually
provide that the uninsured motorist can pay the amount of dameges claimed
on an instellment besis. Usually & promissory note supports the settle~

ment agreement.

Number of Finencially Irresponsible Motorists

The number of uninsured motorists involved in accidents is shown
below in Teble leAs

TABLE 1-A
SUMMARY OF UNINSURED AUTOMOBILES IN ACCIDENTS

1952 21,914
1963 36,627
1954 26,930
1966 27,680
1956 22,329
1967 10,0985

Source: Department of Motor Vehicles, Salem,
Oregon. See Appendix.

The number of uninsured automobiles involved in accidents was reduced
by more than 50% from 1956 to 1957,
The number of uninsured motorists does not represent the number of

finencielly irresponsible motorists in Oregon. Some of the uninsured



motorists are financially responsible in thet they comply with the

seourity requirements of the law and file evidence of future finaneial

responsibility.

Table 1B below shows the mumber of upimmd motorists who had their

driving privileges suspended in Oregon for failure to ocomply with the

security requirements of the law, or file evidence of future financial

responsibility.
TABLE 1B

NUMBER OF UNINSURED MOTORISTS IN OREGON INVOLVED IN ACCIDENTS
WHO WERE NOT FINANCIALLY RESPONSIBLE

19521957

1962 1663

1964

19566

1966 1967

Motor Vehicle Registrations

Suspended 13,366 11,407
Motor Vehicle Registrations

Reinstated 6,141 4,663
Motor Vehicle Registrations

Remaining Suspended 7,214 6,744

Total Number of Vehicles
Involved in Accidents

Percent of ilotorists In-
volved in Accidents That
do not Prove Fineanciel

117,140 128,466

Responsibility 6e2% 5e2%
Total of all Registered

Vehicles 782,267 762,608
Percent of Total Vehicles

Involved in Accidents 16‘0% 13»8’

12,748 12,384 17,144 14,897
5,001 6,165 10,642 11,515
6,667 6,251

6,602 8,382

100,637 121,183 128,001 108,001

646% 5e9% 597 3.0%
780,685 823,184 832,128 859,081
12.8% 14.7% 15.4% 12.5%

Department of Motor Vehicles, Salem, Oregon.

Also see Appendix,

Summery of the Daily Record of the Department of Finencial Responsibility.

From Teble 1~B, it can be seen that the totel number of uninsured

motorists involved in accidents is decreesing, and so is the number of

motorists who fail %o prove that they are finsneially responsible.



In 1957 there were 3,382 motorists who could not prove finaneial
responsibility for one resson or another. This amounted %o 35.07% of }
motorists invelved in sceidents. The data presented is besed on the
essumption thet if there was en eutomobile assccident invelving an uninsured
motorist, the Steate Depertment of Motor Vehicles would suspend the driving
privilege acoording to the Motor Vehicle Code if the motorist was not
finaneially responsible. The possibility of en uninsured motorist who
is not sble to provide evidence of financial nséauibilﬁy to go une
detected end escape the requirements of the safety finesncial responsibility
lew is slight. This is beocasuse the department administering the act
appears to do so effectively, fairly, and impartially. Of course, there
is alweys the possibility thet some individuals feil %o report ean
accident, or the accidents are not made known to the authorities in some
other wey. However, it appeers that these incidents constitute a very
small portion of 2ll agcidents. For example, in 1956 there were only
five suspensions for this resson, end in 1967 there were no suspensions
for failure to report an ascident, seccording to the department of motor
vehicles records.

Teble 1«B shows thet motor wehicle registrations remeining suspended
for lack of proof of finencial responsibility ere decreasing, with a
corresponding decreaése in percentege of wvehicles involved in acocidents
whose owners do not prove to be finsneially responsible. This trend
suggests that there are more motorists than ever before on the road that

are finencially responsible.



I% is interesting to note thet the probability of becoming involved with
& person who is not financially responsible is small., In 1957 one automobile
in eight, on the averege, was involved in an accident. Of those automobiles
which had an accldent in 1957, the drivers of only three out of 100 could not
prove to be finenecially responsible. If the probability of being invelved
with e motorist who is not financially responsible and legally liable eould
be caloulated, the incidence rate would appeer to be even smeller, because
some of the demeged third parties would not be entitled to recovery. However,
there is no way to readily calculate this inoidence, because date are not kept
which would reveal this probability without an extensive and time-consuming
search of all the records, which would be & monumentel tesk in itself. Estie
metes have been mede in New York, Illinois, and Californiea, which indiocate
that only one percent of those involved in eccidents are not financielly

1,2 There is reeson to believe that the

responsible and also legally lisble.
true figure in Oregon is somewhere between one per cent and three per cent.
It would be three per cent if all the uninsured motorists who are finaneielly
irresponsible were also legally liable to the demeged perties. This is

possible, but not very probeble, for there are no statistios which reveal that

1galifornie, Senate, Interim Committee on Vehioles and Airoreft. The Fi~
nencially Irresponsible Motorist: The Senate of the Stete of Californis,

s Po VQ

ZA11state Insurence Co., "Compulsory Insuremoe®, (Skokie, Illinois, 1956),
Pe 4o
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fineneielly irresponsible motorists are also more careless or accident
prone than any other classification of motorists.

The soope of the problem and its trends ocan also be determined from
the date presented in Greph l=A, Graph leA shows the annual percentege
of change in five importent elements: motor vehicle registrations, motor
vehicle miles treveled, accidents, injuries, and motorists not fineneially
responsible. The reader can refer to Table 1-C for more information about
eny one of the elements in the greph.

Graph l=A shows that the motorists who were not able %o prove finaneial
ﬁcpomibility decreased 48.8% from 1956 to 1957. Table l«C shows the
numericel deocline to be from 6,602 in 1956 %o 3,382 in 19567,

The decrease in the number of finanecially irresponsible motorists is
signifioant because motor vehicle registrations inoressed 3.2%, and injuries
deoressed only 8.1% in 1967. In 1956 injuries inoressed 11.4%, motor
wvohicle registrations inoreased 5.4%, and the number of motorists not
finanoielly responsible decressed 6.4%. However, in 1956, injuries incressed
12.2%, and motorists who were not finemcially responsible inoreased 5.6%.

It appears that motorists not finenecielly responsible ere dropping et
e fester rate than any of the other elements (some are astually ineressing).
Possible reesons for this ineclude striocter enforcement of the statute
egainst uninsured motorists and & higher degree of ewareness of insurence
emong 21l motorists and their mounting desire %o protect their assets
against claims by others. Whatever the cause for the trend may be, it is

encouraging to note thet the problem appeers to be diminishing.



ANNUAL RATE OFCHANGE - PER CENT

GRAPH I-A
ANNUAL PERCENTAGE CHANGE IN SELECTED

-25+
-30-
-35}
-401
- 45}
..50..
- 551
-60-

: INDICATORS OF THE AUTOMOBILE ACCIGENT
25 PROBLEM IN OREGON, 1953 -1957 ~ .

e

~

S

s - e
.

A & P, Sl AR S
—_—— iy

koo

1953 1954

Source: Department of Motor Vehicles,
Salem, Cregon.

See Table 1-C for the numerical

value of each element.

1955 1956

---eeoo-. Injuries

————— Motor Vehicle Registrations

—_—— Motor Vehicle miles traveled

—— — Accidents

Motorists not Financially
Responsibie

1957

1t



TABLE 1-C

ANNUAL PERCENT CHANGE OF FIVE IMPORTANT ELEMENTS OF THE PROBLEM OF THE FINANCIALLY IRRESPONSIBLE MOTORIST

1954 % Chenge

1962 1963 % Chenge 1953

Ageidents 72,389 68,969 = 4.7 68,969 69,8359 - 15.2
Injuries 15,122 16,662 + 2.9 15,662 13,888 - :10.8
Motorists not F.Re. 7,214 6,744 =~ 65 6,744 8,667 o 1.2
Hotor Vehicle

Registrations 732,627 762,606 + 4,1 762,606 780,685 + 1.8
Hokor Vehicle

Miles Trawveled 6,619,172,601 '6,600,106,718 = .1} 6,600,105,178 6,761,972,270 + 243

WW

1954 1966 % Change 1955 1956 % Chenge

Accidents 69,839 65,741 + 9.9 65,741 68,299 E 3.9

Injuries 13,888 15,422 + 1l.4 15,422 17,298 + 12.2

HMotorists not F.R. 6,657 6,231 = 8.4 6,231 6,602 + 546
Motor Vehicle

Registrations 780,686 823,18¢ + 5.4 823,184 832,128 + 1.1
Motor Vehicle

Miles Treaveled 6,751,972,270 7,006,797,5666 + 3.8} 7,006,797,566 7,411,140,196 + 5.8

Source:

Depertment of lMotor Vehicles, Salem, Oregon.
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TABLE 1<C (continued)

ANNUAL PER CENT CHANGE OF FIVE IMPORTANT ELEMENTS OF THE
PROBLEM OF THE FINANCIALLY IRRESPONSIBLE MOTORIST

1956 1957 _ % Change

Accidents 68,299 61,864 = 1044

Injuries 17,298 16,395 - 3.1

Motorists not F.R. 6,602 3,382 - 48,8
Motor Vehicle

Registrations 832,128 859,031 * Se2
Motor Vehicle

Miles Traveled 7,411,140,196 7,%83,613,460 - o4

There is & point at whioch an irreducible minimum will be reached, as
far as the irresponsible motorist is concerned. This small herd core of
individuals will ignore their responsibilities, and make it necessery for
the balance of the population %o bear the costs of their mistekes. Whatever
method is used to alleviate this problem, it will be almost impossible to
completely eliminate the motoriet who is not finencislly responsible. There
will elways be the individual whose imsurence hes just expired, the hit end
run driver, the stolen automobile driver, the out-of-state uninsured motorist,

and the individuel who drives even though his privileges are suspended.

Eeonomiec Financiael Loss Inwlvinl the Uninsured,

Finencially Irresponsible ilotorist

The dete presented in this part of the disoussion comes from the actual
cage files of the Financiel Responsibility Division. Each case was analysed



14

which involved an uninsured motorist who did not meet the seocurity require-
n.nx; of the safety finaneial rcuponnibllity-lmw. This is en excellent and
rolinblo source, because every motorist who is suspended fells into the
category of being financiallyirresponsible, and the damage to the other
party has been evaluated by competent personnel who have considered the
validity, aaoﬁrnny, and veried remifications of the claim.

A study wes mede of eccidents involving the uninsured motorist iu
Oregon, whioch resulted in the suspension of these motorists privileges, %o
find out what heppened after the suspension. The objeotives of the study
were the enswers to such questions as: “How many cases eonfinnn whoro.no
eaction is taken by either party?™ "Whyt™. If no action had been taken -
on the case, an attempt was mede to clessify the finencially irresponsible
motorist to determine why no action was teken. A survey of various cases
indiocated that the group in question appeared to develop certain petterns,
which could be classified. The financially irresponsible motorists were
therefore divided as follows:

1, Uninsured drivers from out-ofestate.

2. Uninsured residents who had moved out-of-state, given incorrect
addresses, left no forwarding address, or were otherwise unable to be
loosted.

8. Minors who owned the vehicle involved.

4. The uninsured driver who ignored the suspension order and continued
driving, end wes convicted of such sotion, or else his soccident and cone

vietion record indiceted him to be irresponsible.
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5. Uninsured drivers indicated to be judgment proof by evidence
in the file. In other words, the files eppeered to indicate that the
motorist in this class would probably be unable %o litinfy & judgment,
should one be levied against him.

6. Miscellaneous. No reason is available e&s to why no action was
taken,

These olassifiecations, while probably not exheustive, were selected
beosuse the informetion to determine each olass wes available, and may be
indicetive as to why mo sction wes teken on the ease. For example, an
outeof-state driver would lose little by heving his Oregon driving privi-
lege suspended, and would not heve the incentive to make a deposit with
the state or seocure & releese or settlement, es would & resident of the
Stete of Oregon. The process of securing judgment ageinst & resident of
another stete mey be involved, slow, cumbersome, or expensive, end it is
often impossible to satisfy such a judgment, once secured. When a minor
is involved in an uninsured accident, it mey prove diffiocult to secure a
satisfied judgmernt due to & lack of resources on the part of the minor.
If the parents cen be shown to be legal agents ean action at law cen somee
times be mainteined egainst them in such circumstences. The cless labeled
"uneble to looate" speaks for itself, in that this is sufficient reeson
for no action having been taken. The class titled "irresponsible" is
determined by ecoident and convietion records. If the individusl elassed
as irresponsible does not obey the motor vehisle laws, he mey also have
little regard for the settlement of demeges. This is supported by the fact

thet in all the cases clessified &s irresponsible on the besis of accident
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end convietion records, none had mede = deposit, obtained a release, or
made & gettlement.

The study covered suspension orders issued during the period September
1, 1867 through August 351, 1668. The ceses studied numbered 1,130, which
wes the number of cases suspended because the uninsured motorist did not
obtain & release or settlement from the demeged perty, or deposit the
dollar value of demages with the state. Below is o summary of the study.

TABLE 2-A
SUMMARY OF DAMAGES INVOLVING THE FINANCIALLY IRRESPONSIBLE MOTORIST

e A A R A WA

Total amount of evaluated demege involving cases
where suspension orders were i188uU0d sseesccscosessssnsss *363.57'007

Amount settled after suspension orders were
1..‘”‘ SROBIIVEONIVNBIPINNIEOEPBOIRODOOBDROBOIROIROORIBORRGRNS 73.586‘!’

Amount on which no action was teken BUAsOBOENLEOIIPROERE S ‘887,993030

Following is an analysis of the amount settled after
suspension orders were issued:

Relefses sesevevvsscosscsssncvssnns *17.‘“000

Settlements scevvevsvcnnssvocensose 41,1”.‘@
D.wiﬁl VeIV OVIECOIEIPODOIIOIREETROD 16‘“30“

§76,586.27

A

Source: Records of The Motor Vehicle Department, Salem, Oregon.

The study revealed that $3635,579.07 was the amount of damage involve
ing the uninsured motorists who ignored the requests for deposits, releases,

or settlements, The uninsured motorist them hed his driving privileges
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and motor vehicle registreation suspended. After suspension, follow-up
esotion was %aken by the Depariment of Motor Vehicles which resulted in
$75,686.27 of the originsl amount being deposited, relessed, or settled,
This oonstitutes 20% of the originsl dollar emount, One out of every
five dollars of demege was setliled, released, or deposited with the Stete
Tressury. BEighty per cent of the original amount suspended remeined
unsettleds This produces an economic monetary loss of $287,992.80
involving the uninsured moterists for the peried of the study.

Table 2«8 below gives an enalysis of the ceses remeining suspended

and unsettled on the basis of the classifioation system used,

TABLE 2B

ANALYSIS OF 862 UNSETTLED CASES OF FINANCIALLY
IRRESPONSIBLE MOTORISTS IN ORBGON

9/1/67 %o 8/31/68

of Demeges Value

:
Cases

§

OQut-of=State Financially Irre=

lpOﬂliblO Motorists seecececsccrees 212 60,364.12 21.2
Financially Irresponsible iotorists

that gave Wrong Addresses or could

not be Located seeessscossovscssecss 226 66,884.89 2542
Fineneielly Irresponsible Minors sese 113 36,767.50 127
Uninsured Motorists who were Convicted

of Driving on a Suspended License, and

Vihose Accident and Convietion Record

made them Appear to be Irresponsible®* 104 32,139.19 11.2
Fineneially Irresponsible Mobtorists

who were Indigent, by Evidence in

the File eccevesvcsesosssncscsonesne 12 4,300.,50 1.6
Misoellansous Unknown « File did not
Reveal why no Action was Taken ssee 185 87,546.80 3044

*For analysis of Suspensions while Driving end Accident end Convietion
Record, see Appendix, page 108,
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From Teble 2~B it oan be seen that $227,628.68 of demage was done
involving the in-state driver end $60,364.12 the out-of-state driver.
The smount of loss involving out-ofestate fineneially irresponsible
motorists is therefore 21.0%, over one fifth, of the total losses
involving fineneially irresponsible motorists.

The economic loss in Oregon inwolving finencially irresponsible
motorists is compared below with:

1. Personal income of Oregon residents for 1957.

2. Totel insured loss in Oregon for 1986,

3« The loss per individual of the ocivilian working forece for 1957.

Personal income was considered to be an important fector in the
_ economic monetery loss, because the loss must be eventually peid from this
source. Personal income in Oregon for 1967 was $3,278,000,000,1 The loss
involving fineneielly irresponsible motorists wes §$287,992.80, or ,009%
of personeal income of Oregon residents.

The civilien labor forece will eventually pay for the largest pert
of the economio loss, es they are the ones who eern the bulk of the
personal income in Oregon. In 1967 it was estimated that there were 697,800
persons in the oivilien labor foree in Oregon.® Evalueted demages involving \1
the finencielly irresponsible motorist emounted to 41¢ per individuel in |

the civilisn lebor force.

lprom records of the Buresu of Business Research, University of Oregon,
Bugene, Oregon.

2Ibid.
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Total insured motor wehicle losses covering bedily injury and property
demage for 1966 were $51,184,160 (1957 figures ere not yet aveilsble).!
The economic loss involving the finsneially irresponsible motorist is .09%

——————

of the insured bodily injury end property demege losses in 1956.
An analysis of the 852 unsettled cases on the besis of size is made

in Table 2«D.

TABLE 2C

COMPARATIVE ANALYSIS OF THE SIZE OF 852 UNSETTLED CLAIMS INVOLVING
THE FINANCIALLY IRRESPONSIBLE MOTORIST IN OREGON
SEPF. 1, 1957 TO AUGUST 31, 1958

o
s ””

Dollar Amount of Demeges $0 to 250 §2861 to 500 §501 to 1000 $1001 and Over
Number of Ceses 477 281 659 34
Percent of Ceses 66% 33% % 47

Source: Department of Motor Vehicles, Salem, Oregon.

Table 2«C reveals that 567 of the unsettled cases are under $250,
and that 4% or 28 csses sre over {1,000, It is significent to note that
89% of the cases in this study were not over $600.

However, the individual involved in an agcident with a finencially
irresponsible motorist may suffer & severe loss. Whet would be severe to

one may not be severe to enother. It would depend upon the individual's

IOugun. Forty-ninth Annual Report of the Insurance Commissioner, 1957.
Pe 44,
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financial condition amnd his station in life. PFor this reason, only the
dollar smounts can be stateds The individual will have to be the one %o
decide whether the loss is & severe one %o him. However, it can probably
be said that & loss exceeding $250 would be considered severe to most
individuals. Some would consider a loss of $50 severe, and others would
ignore it.

Teble 2«E shows the dollar value of property demege compered to the
dollar value of personeal injury demages which remains unsettled.

TABLE 2D

COMPARATIVE ANALYSIS OF THE DOLLAR VALJE OF PROPERTY DAMAGE AND
PERSONAL INJURY DAMAGES WHICH REMAINED UNSETTLED IN 852 CASES
SEPTEMBER 1, 1957 TO AUGUST 31, 1958

Motor Vehicle Demege .ccsvesssescsssccscsces 3216.1?2.80 75
Property Damage Other Than Vehicles seccess 8,647.37 3
Porsonal INJUry ececcccceccscscossvscscones 63,173,135 22

rmu CV0TVVCIPARRNTIBVOEASNRGBEIBNEOOROD G m m

Source: Department of Motor Vehicles, Salem, Oregon.

It ean be seen that the mejority of damege involving finencially
irresponsible motorists is proﬁorky demage, and that only 227 involves
personal injury. Undoubtedly, some of the demeges incurred by the
individual were paid from their automobile collision coverage, or some
other type of policy. In some of these oases, the insurance company could
be subrogeted to the olaimants rights to recovery egainst the finanecially
irresponsible motorist. The amount of recovery through insurence would
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reduce the individual's loss, but would not reduce the total economiec
loss. Unfortunately, it would be en almost impossible tesk to estimate
the eamount of recovery to this cless of individuals through insurance
policies. 1I% is mentioned here only %o indicate that some individuals
are prudent emough %o insure their property egeinst loss, ineluding
losses invoiving the financially irresponsible motorist.

8\1-:“1 and Conclusion

I% would eppear thet the economic loss involving finencially irre-
sponsible motorists is comparatively small. Some individuals will suffer
a loss ocaused by motorists who are not in & position to pay for the
demages. The probability of becoming involved with & finencially irre=
sponsible motorist who is legally lieble for the demeges is likewise small.
Estimates indicate that the exposure may be as low &s one motorist in
100 and as large as three motorists in 100 involved in accidents. The
size of the problem is deoreasing, which may be en indication of the
effectiveness of the safety financial responsibility lew,

The economic monetery loss is an extremely smell pert of personal
income in Oregon, being .009%. Loss to the individual mey be severe, but
66% of the losses which exceed $60 are not more then §2560, end the prudent
individual may protect his property esgainst finencial loss.

Oregon has over 90% of the vehicles involved in scoidents insured,
and about 3% of the motorists involved in eccidents cammot prove financisl

responsibility.



Part Two will discuss the attempts that have been made in Oregon
end in other jurisdiotions %o alleviate the problem of the financially
irresponsible motorist.






CHAPTER II

BACKGROUND OF ATTEMPIS TO SOLVE THE PROBLEM

A survey of attempts that have been offered to solve the problem of
the financielly irresponsible motorist will be made. It is not within
the scope of this paper to come %o & definite oconclusion as to whioh of
these plens is better. What may appear to be an effective solution in
one aresa may not be partioularly pertinent for another. A thorough
enalysis of the problem coupled with adequate data would be necessary
before any judgment should be made as to which solution is best. The
verious plens will be discussed with the objective, that they may be able
%o throw & new light upon the problem of the financially irresponsible
motorist. Two broad classifications of panscees exist. These are the
preventive end the alleviative solutions.

The preventive solutions take the form of preventing accidents in
the first place by traffic safety, licensing requirements, drivers treine
ing end driver improvement programs. Preventive solutions are used
primarily by the state govermments. Wost of these programs are general
in neture and use & broed approach to the problem of the financially irre~
sponsible motorist. Private industry may use this method also, but the
soope of their activities is necessarily limited. Every state has a
preventive type program, and methods are continuously being developed to

meke them more effective.
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The alleviative solutions have as their objective the reduction of
the number of motorists who are not finencially responsible. Various
ettempts of this type have been made in every state of the United States
and all of the provinces of Canada., They have ranged from simple
financial responsibility laws to drestioe dop‘rfuroc from existing legal
concepts. The insurance industry is more 2otive in this area, by provide
ing new end more complete insurence coverages which alleviste. So that
the reader may be femiliar with the various solutions, a brief description
of each type of solution will be given here.

Finaneial responsibility laws gemerally provide that feilure %o satisfy
& judgment for personel injury or property demege arising out of the
operation of & motor wehicle shell result in loss of the driving privilege
by the defendant together with the surrender of such person of registrae-
tion for all motor wehiocles registered in his neme, until certain condie-
tions ere met. These asts also generally provide that upon the restoration
of the driving end registration privileze, the person invelved shall be
required %o furnish end meintein proof of financiel responsibility in the
futures This type of act was the first legislation passed regarding the

1 fhe first Act was pessed in 1928 in

financially irresponsible motorist.
California.
Safety responsibility laws, or security-following-an-accident laws,

usually require the motorist who hes been inwolved in an accident ceusing

1cllifornin, Senete Committee on Vehicles and Aireraft, 1955, p. 18,
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personal injury or property damege in & stipuleted amount, to post security
until certain conditions are met or lose his driving privilege. In
addition the motorist must furnish proof of future finaneial responsibility.
Ce Ae Kulp estimates that in 1942 less than three in ten motorists
hed sutomobile lisbility imsursnce.! Todey in those stetes which heve
seourity type finaneisal responsibility lews, it has been estimeted that
90% of the motorists involved in motor vehicle sccidents are insured.>
This has been & significant trend in the problem of the uninsured motorist.
Unsetisfied judgment funds refer to an accumulation of money, usually
by the stete, and generally from taxes or registretions or licemses, and
whioh fund is used for the purpose of paying unsetisfied judgments erising
out of motor wehicle eccidents. An exemple of this type of legislation
cen be found in North Dekeote, New Jersey, end several Canedien Provinces.
Compensation plans, involving & departure from the present concept ;
of the law of negligence, mesans a system of compulsory automobile
insurence which imposes the rule of liability without fault upon all
motoristse This plan provides for peyment of bemefits to persons injured
a8 a2 result of & motor vehicle acoident according %o & schedule similar %o

that found in workmens' compensation lews. This type of plan hes not been

1gulp, C+ A., Casualty Insurance, (New York: The Ronald Press Co., 1042
Revised Edition) p. 210.

altrt:, Arthur Cs, "The Uninsured Motorist", The Journal of Insurance,
XXIV (September, 19567), p. 128.



enacted in any of the states of the United States but was introduced im
the Province of Saskatchewan in 1947, :

Compulsory sutomobile insurence is & plem in which the purchase of
sutomobile liability insurence is @ ocondition precedent to the registra-
tion of & motor vehicle. Messechusetts requires only bodily injury
liebility coverage. New York and North Cerolina have enacted this type
of legislation also.

Motor vehicle esoident funds provide for payments of hospitels,
dootors, nurses, pharmacies, and embulsnce services, on behalf of those
automobile accident vietims who are considered to be "medically indigent."
These acts impinge indireotly upon the problem of the financially irree
sponsible motorist. Such aets are in foroce in two stetes: Ohio and Oregon.

Impoundment acts ere provisions Ihich:eaa be attached to any type of
law whereby the uninsured vehicle is removed from the highwey end impounded
by the authorities until certain security meesures are met by the perty
involved. Several Cenedian provinces heve impoundment statutes.

As e whole the privete insurance industry hes recognized the existe-
ence of the problem of the financially irresponsible motoriste. While they
have engeged in end supported preventive programs such as safety promotion
and driver training, the bulk of their setivities have been concentrated

in the area of alleviative solutions to this problem.



CHAPTER IIX
FINANCIAL RESPONSIBILITY LAWS

The objective of financial responsibility lews ere to require evidence
of finaneial rosponsibility of motorists &s they demonstrate their driving
or financial irresponsibility and thus %o ineresse the proportion of
recoveries for automobile injuries. Financial responsibility lews rely
upon the motorist to be insured through "voluntery" setion. However,
these statutes beoome compulsory after the individual hes demonstreted
his need for financial responsibility. The financial irresponsible
motorist is feced with a system of compulsory insurence, under the
finencial responsibility lews. The statutes accept the weaknesses of the
negligence system, and by so doing imply that esteblished legal precedents
are applicable to motor wehicle lu.idontu.l The recognition of this
concept is necessery to properly understand the objectives of the finaneiel
responsibility statutes. These laws are in foree in all the stetes of the
United Stetes. Table 4A-~1 and Table 4A~2 shows the veriations in finencial
responsibility statutes from state %o state.

4s Teble 4A-l end Teble 4A-2 indioate, Oregom is one of the eight
states which has a safety finesnoiel responsibility type lew, which requires

lr‘er 8 thorough treatment of the weaknesses of the negligence system, see
Ce Ae EKulp, Casualty Insuremce, (New York: The Ronald Press Co., 1957
Srd Revised tion), pe 85+85, 100-103, 200201, 217-219. Also see p. 63
this paper.



TABLE 4A-1

FINANCIAL RESPONSIBILITY AND RELATED LAWS — GENERAL ANALYSIS

FINAMCIAL RESPONSIBILITY LAWS
Supple-
ACCIDENTS A = E mentary
Sk K TNSURANGE T e Skl il e
State '-'l‘i":fl"‘! sory (PPrast: SSocuity; Sib—Satts: Requires Applicable IN_EFFECT EXEMPTIONS provi-
o 1'::‘:; faction. Figures indicate number Minimum ’:;’;:’(:s)- "I""“ "'V ‘ lnf:imu- v:r’i’ﬁ‘::&?:u ICQ:.?:: ’c:r.. ‘2. sions o
of years proof required) :,::.," peily ¥ :‘ "o ::c'i:::'h ’«;""“ r«mi;un sta nd_i; :ir:
e Fon = e driver (D), fault? in othar Pt suirglt S Oviy i | moter .'conioai 4
gy - moeri? | s | oo e
Alabama 5/10/1 S P-3 . &P-3 $50 S-D&O Yes Yes Verif. 134
[ Arizona 5/10/1 S P-3 L&P-3 $100 S.D&O Yes Yes Verif.* 234(r) (s)
Arkansas 5/10/1 S P-3 & P-3 §100 S.D.O Yes Yes Notice 134
California 5/10/1% S (y) P-3 . &P-3 $100 S-D&O(y) Yes Yes Verif.* 1.4(r) (aa) Imp.
Colorado 5/10/1 S P-3 %P3 850 S.-D&O Yes No Verif.* 4
Connecticut 20/20/ 1 (b) S P-3 $100 S-D&O Yes Yes Verif.* 1.3.4(p)
Delaware 10/20/5 s P-3 . &P-3 $100 S-D&O Yes No Notice 234 ()
Dist. of Col. 10/20/5 s P-3 .&P-3 $100 S-D&O Yes Yes Verif.* 134
Florida 10/20/5 S&P-3 P-3 xP-3 550 S&P-D&O Yes Yes No(m) Verif.* 1.4
Georgia 10/20/} S P-3 % $100 S-D&O No Yes Notice 1,34
Hawaii 5/10/1 S P-3 . &P-3 $100 S-D&O Yes No Notice 134 (99)
Idaho 5/10/1 S (y) +?.3 L& P\3 §50 S-D&O(y) Yes Yes No 1.4
1llinois 10/20/5 S P.3 . &P-3 $100 S.-D&O Yes No Verif.* 234
Indiana 10/20/5t S&P-1(d) p-3 .&P-3 $50 S&P-D&O(x) Yes No No 3
lowa 10/20/5 S P.3 Sat. &P -3 $50 S-D&O Yes No Verif.* 234
Kansast 5/10/1 S P-2 . &P-2 $100 $-D&O Yes No Verif.* 134
Kentucky 5/10/1 S P-3 &P -3 $100 S-D&O Yes No Verif.* 1.4
Louisiana 5/10/1 s P-3 L&P-3 5100 S-D&O (n) Yes Yes Verif.* 134
[:Ma;n? 10/20/5 S&P-3 =3 L&P-3 $100 S&P-D&O No No Verif.* 34
Maryland 10/20/5 (2) S & P (i) P (i) . & P (i) $75 SLP-D3O Yes Yes Verif.* 1(r) u.J
Massachusetts 5/10 Yes (ee) t. (P.D.) (ee)
Michigan 10/20/5 S&P(g) P-3 L &P-3 $100 S&P-D&O (q) Yes No No 1.40i) (ec)
Minnesota 10/20/2 S P-5 L &P-5 5100 S-D&O No Yes Verif.* 2.4(r) (g9)
Mississippi 5/10/5 s P-3 . &P-3 $50 S-D&O No Yes Verif.* 1.4
Missouri 5/10/2 S P-3 Sat. &P-3 8!@ S-D&O ‘Ie_s Yes Verif.* 1,3,4
Montana 5/10/1 S P-3 &P-3 $100 S-D&O Yes Yes No 134
Nebraska 5/10/1 s P-3 L& P-3 $100 S-D&O Yes No Notice 1.4
Nevada 5/10/1 S ly) P-3 &P-3 $100 S-D&O(y) Yes Yes Verif. 1.4
New Hamp. 10/20/5 S&P-7(1) P-7 L&P-7 $50 S&P-D&O No Yes Verif.* 4 (1)_(nh)
New Jersey 5/10/1 S P.3 & P.3 $100 S.D&O Yas Yes Verif.* 1.3.4(s) (z) u.J
New Mexico 5/10/1 s P-3 .&P-3 $100 S-D&O Yes Yes Verif.* 1.4
New York 10/20/5 Yes s §100 S-D&O Yes Yes No 34 (99)
| North Carolina 5/10/5 Yest S (e) P-2 L &P-2 $100 $S-D&O No (e} Yes Verif.* 1.3.4(r) (g9)(i)
North Dakota 5/10/1 S P-5 . &P-5 $100 ) Yes No Notice 24 (9g) (M) Ju.J.
Ohio 5/10/5 S P.3 . &P-3 $100 S-D&O Yes No Verif.* 14 (dd)
Okiahoma. 5/10/1 S (1) P-3 . &P-3 $100 S-D&O (Y Yes Yes Verif.* 13,4
Oregon 5/10/2 S&P-5 P.5 . &P-5 $50 S&P-D&O Yes Yes Verif.* 1,3,4(r) (bb)
Pennsylvania 10/20/5% S P-3 & P-3 $100 S-D&O Yes Yes Verif. 14
Rhode Island 5/10/1 (<) s Pt &Pt $100 S-0&0 Yes Yes Verif.* 234
South Carolina 5/10/1 S P13 L &P-3 50 S-D&O Yes No No 134
South Dakota 10/20/5 S P-3 . &P-3 $100 S-D&O Yas Yes Verif." 134
Tennessee 5/10/1 s $50 S-D&O Yes Yes Notice 134
[ Texas 5/10/5 s . &P-3 $100 S-D&O Yes Yes Verif.* 134
Utah 5/10/1 S . &P-3 $100 S-D(v) Yes Yes No 1.4(r)
Vermont 10/20/2 S&P-3() &P-3 $35 S&P-D No (i) No Verif.* ! {g9) (i)
Virginia 10/20/1 S &P (i) $50 () | S-D No No Notice 1.3.400) ()
Washington 5/10/1 S (o) . &P-3 $200 S-DorO Yes No Verif.* H{a) (g9)
West Virginia 5/10/1 S &P-3 $100 5-D&O Yes No Verif.* 14 (aa)
Wisconsin 10/20/5 S Sat. & P -3 $100 S-D&O Yes Yes Verif.*(kk) 134
Wyoming 5/10/1 S Sat. & P -3 $50 S-D&O Yes No Notice 14
Source: Associetion of Casualty & Surety Companies, New York, New York.

82
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Notes to TABLE 4Awl

t—Effective January 1, 1958,

1—10/20/5 after 7/1/59.

a—Application of minor for driving license to be
accompanied by proof, same to be maintained
until minor reaches 21.

b—Vehicles owned by minors cannot be registered
unless proof filed; minors under 18 may operate
only insured vehicles.

c—Minors owning motor vehicles must furnish
proof before registration.

d—Requirement of proof discretionary.

e—Appeal to court automatically stays suspen-
siorln, and court may exempt motorist not at
fault.

f—Where property damage is less than $300,
security not required in behalf of non-resident
except on request.

g—Proof not required if claims settled or security
filed BEFORE suspension.

h—Commissioner may stay suspension for not ex-
ceeding four months in case of hardship or
doubt as to liability,

i—Person whose proof furnished by employer.

j—Security required only if operator is convicted
as a result of accident.

k—In case of undue hardship Commissioner may
dispense with release.

|—Minimum security $500.

m—Motorist completes and returns SR-21 form
mailed by F. R. Division.

n—Registration of owner not suspended where
under law owner is not legally liable.

o—Applicable to personal injury only if serious
enough to require medical attention.

p—Car stopped at stop sign or light, or where
other person convicted.

q—Inapplicable to person who was unable to pro-
cure insurance because of race or color.

r—Person who has received payment for his
damages.

s—Operator employed by owner.

t—In hardship cases court may modify extent of
compliance with security requirement, and in
that event proof is required.

u—If insurer of any operator settles, all operators
deemed released. :

v—Owner subject to law if employer of driver. In
that event registration of employer suspended.

w—Privilege to drive as chauffeur in course of
employment not suspended.

x—Discretionary as to owner.

y—When license restored after lapse of 1 year
without suit, proof must be given for 3 years.

z—Non-owner subject to requirements may oper-
ate vehicle when owner has furnished proof.

aa—Applicable only to accidents on streets and
highways.

bb—Owner exempt if vehicle operated by bailee
for hire or by person not his agent, employee
or member of his family. Driver exempt if
employer's vehicle was operated.

cc—Court has discretion to restore license where
needed for occupation.

dd—Registrar shall not require security for bene-
fit of person who fails, after notice, to give
information as to extent of injury or damages.

ee—In action against nonresident, plaintiff may
move for security. -

ff—Commissioner may issue limited license or
registration when necessary for occupation or
livelihood.

gg—Law affects driving licenses only, not regis-
trations.

hh—All policies must include uninsured motorist
coverage.

ji—Period proof required not specified invlaw‘.
jj~Car stopped at traffic signal.

kk—As respects permission, insurer may correct
report only by filing affidavit within 30 days
after receipt.

U.J.—Unsatisfied judgment fund. (See Chart Il1).

Imp.~Where owner or operator of motor vehicle
involved in accident fails to establish exemp-
tion from security requirements or to deposit
security, vehicle must be stored until owner
or operator complies with financial respon-
sibility law. Judgment creditor may levy’
execution against vehicle. Prior liens not
affected.

Compulsory Laws

Massachusetts, Applicable to all owners of
motor vehicles registered in the state and fo
owners of motor vehicles operated in the
state for more than 30 days in any year; cov-
erage prescribed by statute; territory: high-
ways of Massachusetts only; guest coverage
excluded; all policies coterminous with regis-
tration: owner must file certificate of insur-
ance: 20 days' notice of cancellation, with
reasons, required—to other party and Regis-
trar; notice of intent not to renew to be
given by insurer before November 16; can-
cellation or refusal to renew reviewable by
Board of Appeal; operation without required
proof punishable by fine of $100 to $500 or
imprisonment for one year; rates made by
Insurance Commissioner.

New York. Applicable to all owners of mo-
tor vehicles registered in the state, and to all
owners and operators of motor vehicles used
in the state, resident or non-resident; coverage
prescribed by requlation; territory: U.S. and
Canada: policy need not be coterminous with
registration; owner must file certificate of in-
syrance, but after first year, upon renewal of
registration, statement by appiicant that proof
is in effect is acceptable; 10 days' notice to
named insured required upon cancellation or
failure to renew by insurer; upoh termination
by cancellation or failure to renew, notice
shall be filed by insurer with Commissioner

- within 30 days after effective date; detailed
penalty provisions relating to operation with-
out rroof in effect, applicable to motor
vehicles registered in New York or elsewhere;
violation results in revocation and is punish-
able as misdemeanor by fine of $100 to $1000
and/or imprisonment for one year; rates made
by insurers, subject to prior approval of
Superintendent.

North Carolina. Applicable to all owners of
motor vehicles registered in the state; cov-
erage: proof of financial responsibility as
defined in financial responsibility law; terri-
tory: U.S. and Canada; policy need not be
coterminous with registration; owner must file
certificate of insurance: 15 days' notice to
named insured required upon cancellation or
failure to renew by insurer; upon termination
by cancellation or failure to renew, notice
shall be mailed by insurer to Commissioner
within 15 days after effective date; owner of
motor vehicle registered in state who operates
or permits operation without financial respon-
sibility in effect guilty of misdemeanor pun-
ishable by fine of $10 to $50 or imprisonmeni
for 30 days; rates made by company-operated
bureau created by law: requires merit rating.
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FINANCIAL RESPONSIBILITY AND RELATED LAWS —
SUPPLEMENTARY ANALYSIS

ASSIGNED |
JUDGMENTS POLICY CERTIFIED AS PROOF RISKS
: Notice of Filing by nonresident of i
,: ipfdlfr:“:!‘.“ termination cerﬁf?cafye of unadmiz':d fo:r:vb‘sglounh Pariinicéf::mn
State Minimum of other {cancellation insurer liability required
property | states (S{ (C}; expiration/Certificate | Subject to by law
damage | and Canadian (E)) acceptable| compliance
provinces (P} by insurer
How many with certaln
3 days? condifions
Alabama No min. S&P CE=10 Yes SR ) Yes Yes
(Arizona No min. TSP CE— 10 Yes Yes Yes Yes
Arkansas No min. S&P CE— 10 Yes Yes Yes Yes
California $100 S C— 10 Ng Ne Yes
Colorado $100 S&P C— {0 Yes Yes Yes Yes
onnecticut No min. S&P CE— 10 No No Yes
Delaware No min. S&P (3) Yes Yes Yes Yes
TB' o No min. S&P CE—10 Yes Yes Yes No
Florida No min. 5 C— 10 Yes Yes No Yes =~ |
Georgia No min. Not spec. C — 20(4) No No Yes
Hawali iNo min, S&P CE— 10 Yes Yes Yes Yes
|daho No min. S&P C.E— i0 Yes Yes No Yes
{lilinois No min, SEP Lo el S e | Yes Yes Yes
lr;&ia‘;\a $50 S:kP i ] Gall [ Ves e Yok Yes No
fowa No min. S&P C,E— 10 Yes Yes Yes No
Kansas No min. S&P CE=10 "~ Yes Yes Yes Yes
Kentucky No min. S&P C.E—10 Yes Yes Yes No
Louisiana No min. SkP C,E~— 10 Yes Yes Yes Yes
Maine $100 Not spec. | C — 10(5) No Yes No
Maryland $25 S&P C - 30 Yes Yes Yes No
| Massachusetts No min. ___No Coae 0 No | s Yes(7) Yes
Michigan No min. S&P CE— 10 Yes Yes Yes No
Minnesota | No min. 5 CE—10 | Yes Yes Yes No o
Mississippi | No min. S&P | CE—S5 Yes Yes Yes Yes
Missouri No min. S&P CE— 10 Yes Yes Yes Yes
Montana No min. S&F  [CE~0 Yes Yes Yes Yes
Nebraska Neo min. S&P C,E— 10 Yes Yes Yes No.
Nevada No min. S&P CE— 10 Yes Yes Yes No
PNey Hampshire $50 Not spec. C— 10 No Yes(6) No
[New Jersey $100 S &P C—10 Yes Yes Yes No
New Mexico No min. Sk C.E— 10 Yes Yes Yes Yes
New York $100 S&P CE—10 Yes ~Yes No Yes
North Carolina | No min. S&P CE—2 Yes Yes Yes Yes
North Dakota No min. S C.E— 10 Yes Yes Yes No
Chio No min. S&P CE— 10 Yes Yes Yes Yes
klahoma No min. SkP C.E— 10 Yes Yes Yes Yes
Oregon ‘No min. S C— 10 Yes Yes Yes No
Pennsylvania $5.33 S&P CE— 10 Yes Yes Yes No
Rhode Island No min. S&P C,E— 10 Yes Yes Yes Yes
South Carolina No min. ] CE— 10 Yes Yes Yes Yes
South Dakota No min. S&P CE— 10 Yes Yes Yes Yes
Tennessee No min. S&P (2) (2) (2) (2) Yes
Texas No min. S&P CE—5 Yes Yes Yes Yes
Utah No min. S&P CE— 10 Yes Yes Yes Yes
Vermont No min. No C— 10 No Yes No
Virginia $50 e C.E— 20 Yes(!) Yes(1) Yes Yes
Washington $100 S&P cC—10 Yes Yes Yes No
West Virginia No min. S&P CE— 10 Yes Yes Yes No
Wisconsin $100 S CE— 10 Yes Yes Yes Yes
Wyoming No min. S&P CE— 10 Yes Yes Yes No

j—Insurer must deposit security for each policy.
2—Proof not required.
3—Refund of unearned premium required. 30 days'

notice required on assigned risks; no provision as

to others.

4—Ilnsurer's right to cancel restricted.

Source: Assoocistion of Casuslty & Surety Companies. NWew York, N. Y.

5—If certificate specifies expiration date, notice of
expiration not required.
&—All policies issued in state must meet requirements

of

act

and must

coverage. :
7—Policy need not cover guest liability.

include

uninsured motorist

30



31

soocurity for the current ascident and proof of future responsibility.

Under this type of stetute, the uninsured motorist must file security in

the form of & cesh deposit with the steate for any bodily injury end for
property demege over & minimum emount. The deposit must be made regarde-
less of the legal liability of the uninsured motorist. In addition the

~ depositor must file evidence of future fineneciel responsibility end maintein
it for a certein period. Failure to comply with the statute brings immediate
suspension of all driving privileges in the state. Other types of financial
responsibility lawi do not require evidence of finencial responsibility
after ean acocident unless & judgment is rendersd against the individual.

Both types of financial responsibility laws require suspension of &ll
driving privileges upon proof of & judgment remaining unsetisfied. The
judgment debtor's driving privilege usually remains suspended for & steted
period,

According to Teble 4A~l, only one state, Connectiout, requires bodily
injury limits exceeding $10,000 for one person and $20,000 for one sceident.
The majority, 34 stetes, require limits of $6,000/810,000 bodily injury.
Three states, Connectiout, Rhode Island, and Merylemd, require minors to
give evidence of fineneial responsibility, before & motor wehicle can be
rogistered to them.

It is interesting to note that most states hawe & minimum smount of
property demege which must be sustained before & security deposit ean be
required. All states require & security deposit if there is eny bodily
injury. This property demege minimum veries from none in Messechusetts
%o §200 in the State of Washington. However, thirty~one states have a
minimum of £100,



Ohio end Virginie require security only from the driver of the wehicle
involved in an egcident, while most states subjeoct the driver and owmer
%0 the requirements of the finenciasl responsibility statutes.

According to Teble 4A-l most laws are applicable to drivers’ licenses
end motor wehicle registrations. However, in Hawaii, Mimmesote, North
Carolina, Worth Dekote, New York, Vermont and Weshington, .tln financial
responsibility statutes are aepplicable only to drivers' licenses.

Table 4A«-2 indicates thet provisions for an absolute policy are
embodied in the finanecial responsibility statutes of forty-four states.
Absolute provisions generally provide thet the insurer may not deny
coverage to the insured after an accident.t

Policies must be filed as proof of future finencial responsibility,
in five states. According to Teble 4A«2, forty-three states will accept
cortificates as evidence of finenociel responsibility. A certificate is
usually & stetement by the insurer thet the policy is in force for the

nemed insured.

Oregon Finenciel Responsibility Lew

The safety financial responsibility type of lew, such as Oregon's,
hes mot with some degree of success in obtaining & high ratio of financie-
ally responsible motorists. This is evidemced by the faect that in 1957

13ee peges 36 end 36 of this bext.



97% of Oregon motorists involved in sccidents proved to be finencially
responsible.

The Safety Finenciel Responsibility Stetute in Oregon is a part of
the Motor Vehicle Laws whioch govern the operation of motor vehicles in
this state. The information to follow was taken from the Motor Vehicle
lLaws of Oregon, 1957-68 edition, compiled by the Department of Motor
Vehioles, Salem, Oregon, unless it is otherwise indioated.)

Part Five of the Motor Vehicle Laws is entitled Motor Vehiole
Responsibility Act. Future responsibility is defined as the ability to
respond in demages for liability on ascount of ascidents in the esmount of':

1. $5,000 beosuse of bodily injury to or the death of one person
in any one accident.

2., Subject to the limits for ome person, $10,000 because of bodily
injury to or death of two or more persons in any one eccident, end

S. $5,000 because of injury to or destruction of the property of
others in any one accident.

Future responsibility cen be shown by having in force en automobile
insurence policy in the emount of $5,000/$10,000 bodily injury end $5,000
property demage, or by meking & deposit of securities or furnishing e bond
in the smount of $15,000 or & certificate of self-insurence. In Oregon
two individuals have given proof of future responsibility by meking a
deposit or furnishing & bond since 1943,

1for more detailed information regarding the sefety financiel responsibility
lew the reader is referred to the Motor Vehicle Laws of Oregon, 1957-58
Bdition, Part Five.
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The Finencial Responsibility Division reports thet five certificates
of gelf-insurance are in force., Self-insurers must owa twenty-five
wehicles or more, and prove their ability to pey any future judgments.

In addition, qualified self-insurers must agree to pay the same amounts
($5,000/410,000 bodily injury, $5,000 property dsmege) thet en insurer
would be obligated to pay, to settle any judgment within thirty days after
it becomes final, eand to give notice of intent to cancel the certificate.

In Oregon the automobile liability poliey whiech is given as evidence
of future responsibility is subject to certein conditions, such es:

l. When an accident ocours, the liability of the insurer must be
absolute for injury or demage covered by the poliey.

2+ No statement made by the insured or on his behalf shell  void the
policy.

S+ Ten days notice is required for cancellation.

4. Every policy for which & certificate of future proof is requested
is néuircd to show:

&+ Name and address of nemed insured.

be Coverage afforded, limits of liability, and poliey period.

s Vehicles covered, /

de Contain an agreoment or endorsement which provides that the
insurance is afforded subjeot to all terms and conditions of the
Motor Vehicle Sefety Responsibility Act.

. Any policy mey provide thet the insured may reimburse the
insurance carrier for eny payment the insureance carrier would not
have been obligated %o meke under the terms of the poliscy except for
the provisions of the Motor Vehicle Safety Responsibility Act.



The effect of these conditions mekes the automobile peliey similar
%o 2 surety bond, when it is urtifhd as proof of future responsibility.
However, the insurer has the right to look to the insured for reimburse=
ment under some circumsteances.

The Oregon motorist must be insured or give evidence of future
rosponsibility when involved in an agcident. However, proof of future
finencial responsibility is waived under the following conditions:

1. Vehicle is owned or leased to and operated under the direcstion
of the United States of America, this state, or any munieipality or sube
division thereof. '

2. At the time of the sscident the vehiole was parked.

8+ There was in force at the time of the scocident an insurence
polioy or certificate of self-insureance.

4., The wehiele involved in the accident was being operated under e
permit issued by the Publie Utility Commissioner of Oregon.

5. Accident originated on other than & highway. Highway is defined
in the code as "every public way, thoroughfere and place, inoluding bridges,
viaduots, and other structures within the boundaries of the state, used
or intended for the use of the general publiec for vehiocles.”

Accidents ocourring on privete property and involving federal, state
or ¢ity vehicles do not come within the scope of the sot.

Oregon, like most states today, hes emended its finenoial responsi-

bility law %o require en uninsured motorist to meke e deposit %o cover



judgments rendered against him in his first accident., This provision
requires that the motorist prove his ability to pay for the current
agocident, or lose his driving privilege. Seotion 46,021 of the sct
states "Within sixty days following notice to the Depertment of en
agcident originating from the operation of & wehiole upon any highway
within this State whioch has resulted in damage to property or injury or
death to person, the driver and owner of such vehicle, shall, except &s
hereinafter provided:
1. Pay and deliver to the Department & security deposit when ordered
%0 do so in such sum of money whioch is sufficient in the opinion of the
Depertment to satisfy eny judgments for dameges resulting from such
agoident as may be recovered from such driver or owner; and
2. File with the Department and thereafter meintain for & period of
five years, proof of future responsibility.”
The exemptions from the requirement of meking & deposit are quoted
below from Section 486.031 of the act:
"1, Exemption shell be grented if:
a. The driver at the time of the eaccident was operating & wvehicle
owned by or leased by and operated under the direction of the
United States of America, this state, or & municipelity or
political subdivision of this state.
b. No injury or demege was csused in the accident %o the person or
the property in excess of $50 of enyone other than such driver

or his employer.
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His wehicle, at the time, was parked, unless it was parked

at a place where such parking was prohibited.

Such liebility as mey arise from the driver's operation of the
vehicle involved in the asccident was covered by some form of
liability insurance or bond which complies with this chapter, or
The owner of the wehicle involved in the accident was & selfe-

insurer.

Exemption shall be grented to & person if:

B

be

d.

£

At the time his wvehicle was being operated or had been parked by
& bailee for hire, or by & person not his agent, employee, or a
member of his family.

At the time of the asoident his wehiele was being operated withe
out his permission, expressed or implied, or wes parked by e
person who had been operating such vehiole without his permission.
He is released from all liability by all other persons injured
or demeged in the esccident. The Department mey accept for the
purposes of this chepter evidence of a releese from liability
exeouted by & natural or e legal guardien on behalf of & minor
without the &pM“l of any Court or Judge.

There heas been & finel adjudication of nonelisbility in respect
to such persons @&s to all cleims arising out of the accident.
Payment for demages and injuries has been made to such persons
by or in behalf of the other perty to the ascident.

A% the time of the eaccident he was operating the wehicle under

& pormit issued by the Publioc Utility Commissioner of Oregon.”



The meximum deposit thet can be required for 5,000 to one person, and
$10,000 if more then one person in one eccident for personal injury, end
$2,000 for property demege. Vhy the furnishing of proof of future
responsibility requires $6,000 property demege end the seocurity deposit
requirements are only £2,000 is @ moot question.

The security deposit shall be available for the payment of any final
Judgment if en asotion et lew was commenced within one yeer from dete of
ageident and for payment of any settlement agreement covering any cleim
arising out of the accident. The security deposit is transferred to the
State Treasurer, and will be returned if the depositor at eany time
esteblishes exemption from security. This could be done by releesse or
settlement agreement. After two yeers from the date of acoident, any
security deposit remaining will be returned to the depositor provided
that no sotion at lew is pending or judgment remeins unsatisfied.

The reeder is specifically referred to the Motor Vehicle Laws of
Oregon, 1957-58 edition, for further details or information.

Opponents to financial responsibility laws oriticize the statute on
the grounds that proof of finanecial responsibility is not furnished until
after an accident and that no guarantee is mede for payment of demeges in
the first eaccident.

These oriticisms are not without some merit. It is true that proof
is not given until after en acoident, that financial responsibility lews
do not guarantee payment of demeges in the first accident.

Arguing for the opposition, it is true that some injuries and demeges
will go uncompensated. However, es this study has developed, the number

of such uncompenseted viotims, as well es the monetary value of such
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uncompensated demeges, is small by comperison to certain eriteris, such

as personal income, insured eutomobile losses and ecivilian labor force.

Summery end Conclusion

Oregon is fortunate that only 37 of the motorists invelved in scoi-
dents appeer unable to prove finaneoial responsibility. The high percentege
of finencielly responsible »tori-t-' oan be attributed, at least in pars,
to the working of the finaneial responsibility lew and an insurance
consoious public.

It eppeers that this method may offer an epproach teo 2 solution of
the finencielly irresponsible motorist because:

1. The concept of wvoluntary insurence seems to be effective in
Oregon. The department of motor vehicle records indicete that 947 of
motorists involved in accidents in the first six months of 1958 were
insured.

2, It appears that the philosophy end objectives of the finencielly
responsible statute are suocessful in Oregon.

It would be wrong to assume that the finencial responsibility law
might be an effective approsch to the problem of the finaneially irre~
sponsible motorist in other states, without en analysis of the problem
in these aresas. To meke this essumption without en enalysis of the
problem would be like & physician presecribing before the patient's ills

were diegnosed.
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It mey be possible, by further emendments to the finanecial responsie-
bility law, to achieve a higher percentage of finenecially responsible
drivers. These amendments will be disoussed in Pert Three.



CHAPTER IV
UNSATISFIED JUDGMENT FUNDS

The philosophy behind unsatisfied judgment funds is based on:

1, The lew of negligence, as it is practiced to day, and the idea
that it is applieable to automobile sccident situation.

2. The premise that only innocent vietims of uninsured motorists
should be compensated. (This is similer to the compensation principle
except for the law of negligence, and the fund's right to subrogation.)

3« The idee that unsatisfied judgment funds should supplement
finencial responsibility statutes.

Unsetisfied judgment funds appeer %o be of & quasi compensation,
compulsory, neture. Their concepts appear to lie in between compulsory
insurence and compensation plans because:

1. Motorists are compelled to pay into the fund if they are not
insured. Usually payment is made at the time of the registration of the
vehicle. This is similar to paying for insurance as & prerequisite for
lioensing vehioles.

2+ The compensation system is besed on the idea that all parties
should be reimbursed regardless of fault. Unsetisfied judgment funds
recognize the idea that only those who ere innocent should be ewarded

damages .
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However, the similarity of the two is in the principle that the fund
should pay those who are uneble to collect from the responsible party.
The relationship of unsatisfied judgments to the compensation plen is
similer to the employer liability statute, end workmens' compensation
statutes.

The objeotive of all unsatisfied judgment funds in operation today
is to pey the innocent viectim of en eutomobile accident when & judgment
against & motorist is uncolleotible because he has no insurance or other
assets. Some funds include the hit and run hazard and will pay even if
the demeged party camnot identify the defendent. The following observae
tions are based on Table 6-A unless otherwise oredited. The Alberta
fund covers medical expenses even where there is no legal liability. In
this respeoct the Alberta fund is similer to the Oregon motor vehiele
agcident fund which will be discussed later. The unsatisfied judgment
fund assumes liability only for claims above & minimum end below a meximum.
The Province of Menitoba, Caneda, pioneered the snactment of unsatisfied
judgment fund legisletion. Their lew beceme effective on Januery 1, 1946.
Since that time several other Canadian pronvinces heve enscted similay
legislation, with the exception of British Columbia, all such funds are
operated by their respective govermments. The private insurance industry
has assumed the liability of paying all unsatisfied judgments resulting
from motor vehicle sccidents in British Columbis.l

1xline, Goorge He., end Pearson, Carl O. The Problem of the Uninsured
Motorist (Insurance Depertment, New York, 1961) pe 52=37s
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North Dakota, the first of the ltatql to borrow this idea, embodied
it in a statute in 1947, New Jersey passed an unsatisfied olaim and
Judgment law, which went into operation on April 1, 1965.

Bagsieally the eleven existing plans ere quite similer in that they

l. Provide a fund out of which mey be paid judgments rendered in
connection with automobile asoidents which remain unsatisfied.

2. Limit the amount whioch may be paid to the judgment creditors,
usually $5,000/$10,000 bodily injury, $1,000 property demage.

S« Require the judgment oreditors to obtain & judgment in demeges
exceeding & speoified amount.

4, Require the judgment oreditor to take all possible steps to en=-
force payment of the judgment sueh as showing

8, He has made & diligent seeroh for assets.

be He has not made & settlement with the judgment debtor.

¢. He has unsuccessfully exhausted the procedure of levy end
execution upon the property of the judgment debtor.

6. Authorize the state or provinee %o intervene in any proceeding
on the applioation for the use of the fund and show cause why it should
not be used for the benefit of the oclaiment.

6+ Provide that judgments paid in whole or in pert by the fund be
assigned by subrogetion to the state or province for possible future
action egainst the judgment debtor.

7« Require the judgment debtor's driving license and wehicle
registration be suspended until such time as he has made restitution to

the fund end demonstrates financial responsibility for the future.
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However, the plens vary considerably in deteil, as Teble 5-A indicates.’

New Jersey has & unique way of fineneing its fund in thqt it colleots
one half of one per cent of the net direct premium written in the state
by its automobile insurers, es well as an $8.00 assessment from uninsured
motorists at the time of vehiole registration.

In 2 number of funds special consideration is given to the treatment
of defeult judgments end claims arising out of hit end run sccidents.
These considerations ere necessery %o prevent the fund from paying fraudue
lent or spurious claims.

¥hile all the funds have & personal injury limit of $5,000 end
$10,000, (with the exception of Prince Edward Island, which has liebility
1imits of 2,000 end $4,000), North Dakote, Eritish Columbie, snd Menitobe
do not provide indemnities for property demsge. Deduotibles vary from ne
deductible in New Brunswick end Ontario to $300 deductible in North Dekote.

The New Jersey fund is also unique for the pertiecipation of the
insurance industry in the administration end oontrol of the fund. Another
feature of the New Jersey lew is a provision made to facilitate settlements
in cases involving small demage claimse. Under the New Jersey plen, an
insurer assigned to the case may obtain a settlement provided the amount
is less then $1,000, This settlement requires only the approval of the
directors and one member of the board, end does not require that the olaim

Y0142, Leffert. "The Indemnifioation of Vietims of the Uninsured Motorist,"
A Report by the New York Insurance Commissioner (in the files of the New
York Insurance Depertment), August 18, 1966, p. 6-8.



ZIBLT BeA UNSATISFIED JUDGMENT FUND LAWS — UNITED STATES AND CANADA

SOURCE OF FUNDS AND MAXIMUM T

State Admin- b MAXIMUM ASSESSMENT PAYMENT Deduct- Available Pro:;::on

or istered insurers Insured Uninsured Hit & Others ible {D) or ‘4o non- seftlement

province by: (% of owners (O) cwners (O) run minimum (M) residents of claims

premium) drivers (D) drivers (D) cases

Maryland* Insurers 2% (a) No (b) No max. (O) 10/20 10/20/5 $100 (D) Recip. Yes
New Jersey Insurers /2% No $8 (O) 5/10 5/10/1 $200 (D) Recip. Yes
North Dakota - State No 51 (O) $1 (O) 5/10 5/10 3300 (M) No Neo
Alberta Province No $1 (O) 51 (0) 10/20% 10/20/2% | $100 (M) (d) Yes No
BEC.Kc) insurers (c) No No ¢ None 5/10 $100 (M) Recip. No
Manitoba Province No $1 (O) $1 (O) TS 10/20 10/20 $100 (M) Yes No
New Brunswick Province No $1 (D) $! (D) 5/10 - 5/10/1 None Recip. No
Newfoundland Province No No max. (D) No max. (D) 5/10 5/10/1 $100 (D) Yes No
Nova Scotia Province No $1 (D) $T{D) None 5/10/1 $100 (M) Recip. No
Ontario Province No $1 (D) $1 (D), 35 (O) 10/20 10/20/2 None Recip. No
P E | Province No $1 (D) $1 (D) 2/4 2/4/1 $100 (M) No No

* Effective June |, 1959.

t Lower limits apply to accidents occurring before July |, 1958.

(a) Or 10% of estimated deficiency, whichever is lower.

(b) Except for initial assessment of, §1.

(c) Insurers have voluntarily agreed to satisfy claims.

(d) $100 deductible from property damage judgments.

Source: Association of Casualty & Surety Compenies, New York, New York.
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be pursued to judgment. This has resulted in 249 cleims being peid during

the first four years without court wuoa.l Since the pessage of the

Menitobea unsatisfied judgment lew in 1946, there has been considerable

debate on the effectiveness of these lews. L. Holtz summerizes the argus~

ments for end ageinst, as follows:

®In Opposition:

1.

2.

4.

Ge

Unsatisfied judgment pleans ere inequiteble.

a) If insured motorist is sssessed, he is peying for protection be-
cause of the failure of the uninsured to obtain his own proteection.

b) Although uninsured motorist contributes to the fund end is
expected to repay the fund for claims paid on his account, he
and his feamily are denied right of recovery egainst the fund.

Unsatisfied judgment funds will inevitably lead to public demand for .
& state insurance funde Thus, if only the uninsured motorist is
agsessed, such assessment will epproximate the present premium for
lisbility insureance. This, coupled with demands for additional
protection by the fund would lead to & state insurance funds

It is muoh more diffioult for em unsatisfied judgment fund to defend
itself egeinst spurious or fraudulent claims.

Unsatisfied judgment laws convey the misleading impression thet the
uninsured motorist has been relieved of his own liability end that
his assets are now protected. Consequently, it may not only fail to
enocourage the taking out of insurance but may setually result in e
decline in liability coverage.

Under unsetisfied judgment plans, the claiment is subjeoted to
cumbersome procedural end legel requirements es compared with the

- ease of settlement under commereial insurance coverage.

lpinal Report to the Board by W. Lewis Bambriok of The New Jersey Unsatise
fied Claim nd Judgment Fund Lew Govering the period 4=1«55 to 3=31e58

(in the files of the Board)s pe 2.
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Under all of the unsatisfied judgment funds now in operation, except
one, the insured perty ceamnot recover smeall claims due to the
"deductible" feature. Even if his cleim is somewhat larger then
the amount of the deduction, he is discouraged from pursuing his
cleim in view of the difficulties of securing e judgment.

With the inoreased insureance coverage of the less desireble risks,
underwriting problems will be aggraveted. There will be an inoreese
in essigned risk cases.

Rates are bound to go up because (1) less desireble risks will be
covered, (2) motorists will become more claim consoious, and (3)
collusion will inoreese.

"In Favor:

1.

Se

4.

6.

6

Te

Unsatisfied judgment funds provide a means of paying legitimate
claimants who because of the financial irresponsibility of uninsured
motorists, would otherwise be uneble to colleot demages.

Unsetisfied judgment funds serve to strengthen safety and finencial
responsibility lews by keeping irresponsible motorists off the road
until they have repaid the fund end furnished proof of future
finencial responsibility.

If essessments upon the uninsured motorist are made sufficiently
large, unsatisfied judgment funds will encourage more uninsured
motoriste to teke out liability insurence, perticulerly when they
realize that the assessment is not providing them with eny protection
against sult for demeges.

An unsetisfied judgment fund cen protect the viotims of uninsured
out-of-state drivers.

An unsatisfied judgment fund can protect the victim of hit-end-run
drivers eand drivers of stolen vehicles.

Unsatisfied judgment funds maintain the common law principle of
contributory negligence. Fault must be established before claims
on the fund can be made.

Under ean unsetisfied judgment fund, the burden of financing the fund
cen be placed on the uninsured motorist where it belongs." 1

1&1*!. Pe 12«13,
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The Michigan commission to study the problem of the uninsured motorist
in Report No. 2, states: "The commission gave particular study to an
unsetisfied judgment plan, The commission egrees thet an unsatisfied
Judgment fund cém provide & remedy for those who are injured by hit end
run drivers, drivers of stolen wehicles, the willful evader, end the un=
insured noneresident motorist. Although it must be comceded that such &
plen will not guerantes that the greatest number of motorists will be
insured, the imnosent vietim would thereby be indemnified for his demege.”
In the opinion of the commission the adventages outweigh the disedvanteges
of the unsetisfied judgment fund.’ The unsetisfied judgment funds are
usually supplemented by safety responsibility laws, which encourage motore
ists to cerry eutomobile liebility insurance. Most of the funds have
resulted in e rovh}?n of finenoial safety responsibility lews.? Opinion
remains very much dﬁ.ﬂdod upon the merits of the unsatisfied judgment law
as is ovidon«dlbyj\‘%ﬁ- eriticisms and edvanteges presented above.

The ca:pwienq; of the New Jersey fund sppears to indiocate that it is
meoting with some success in sccomplishing the objectives o compensate
the innoocent vioﬂm of the uninsured motorist. Table 5«B shows the
experience of ﬂp hcw Jersey fund from i%s beginning on April 1, 1965 to
Marech 31, 1953.“

1R
A
1y

L
,':

lpeport to Governor of Mjchigan by the Governor's commission to study
the problem ot the uhimurod motorist, Lensing, Michigan, January 24, 1958.
Pert II, pe le8, | |

3&19. op. m-. p. 316.

h
o
]
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TABLE 5-B

AN ANALYSIS OF THE EXPERIENCE OF THE NEW JERSEY UNSATISFIED CLAIM AND
JUDGMENT FUND FOR THE PERIOD 4=1«556 TO 3«31«58

Notices of Claims Processed:

!ltiibh mlﬁibh T:tal

1966
1956 2,372 1,619 3,991
1967 2,776 1,474 4,250
TOTALS .50 3,910 .
Claims Closed by Payment From the No Court By Court
Fund ¢ Action Aotion Total
185656 27
1956 71 178 244
1957 161 564 825
TOTALS 745 7ar £
Claims Closed Without By Settlement Security Cases Dropped Total
Peyment From the Fund: Between the Deposited Vhere Claiment
Perties Undeyr Wag Not Entitled
- FeRe Low To Demeges
19565 198 22 114 331
1956 382 89 666 976
1957 425 22 1,216 1,662
TOTALS 1,002 (] 1,854 7,560
Summery: 6,996 = Eligible Claims
996 « Claims Paid by Fund
2,969 = Claims Closed Without Peyment from Fund
» « Number of Cleims Pending
Source: Unsatisfied Claim and Judgment Fund, Trenton, New Jersey, Report

%o the Beard by W, Lewis Bambriock for period 4-1-55 to 3«31«58,

The 996 claims peid by the fund emounted to $1,472,979.00.

It is interesting to note thet 1,884 olaiments were not legally
entitled %o reimbursement beceuse of contributory negligence or because
of the uninsured perties imnocence. These 1,884 cases represent about 45%

of all olosed oleims, which numbered 3,966, In other words, the deata
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indicated that less then half of the uninsured motorists could be held
legally lieble for the demeges .}

As long as the principles of no liebility without fault and contribu-
tory negligence prevail in most jurisdiotions the olaiment who is negligent
will be untble to recover under unsetisfied judgment funds, ecompulsory
insurance, wvoluntary insursnce, and eny other plan whioch retains the

principles mentioned ebove 2

Summary and Conclusion

It seems theat the unsatisfied judgment fund in New Jersey mey have
met with some success, in that 969 claims heve been paid in three years.
One authority, Gco};. He Kline of Allstate Insurence Compeany, in en
eddress to the Kanses City Ber Association, said thet the unsatisfied
Judgment fund is a realistic approach %o & solution of the financially
irresponsible motorists.

Unsatisfied judgment funds do help the innocent vietims of uninsured
motorists. However, the olaiment from the fund must meet certain require-
ments as %o residency, insured stetus, smount of demege claimed, and be

legally entitled to demages, usually securing & judgment ageinst the un~
insured motorist.

lnabriok. Ope oit., pe 28.

‘lonr, Henry S. "The Uninsured Motorist Endorsement," The Insurence Law
Journal, No. 406, November, 1966. p. 719-722,
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The merits of unsatisfied judgment funds ere thought by some to out=
weigh the disedvanteges. However, opinion remeins divided as to the

overall effect of these plans,



CHAPTER V
AUTOMOBILE COMPENSATION INSURANCE

The concept of recovery for deameges sustained in an automobile
accident without regard to legal liability and the lew of negligence is
termed "liability without feult". The common law prineiple of negligence
recognizes no liability without fault. However, today there is & tendency
%o permit, inoressingly, various exceptions to this prineciple, as evidenced
by worhn‘m' compensation statutes, laws of ebsolute liebility, vicerious
liability lews, end comparative liability stetutes. Comparative negli-
gence lews are in force in six states and vicerious liability statutes ere

in force in twenty-two aiain.l

These laws do not require the esteblishe
ment of an ageney relationship in order to impute liability to the owmer
of & wvehicles Oregon has & similer lew, entitled “Femily Automobile
Dootrine.” This statute imputes liability to & paret of & minor driver
if the vehicle involved can be shown %o be used by the femily.

The ideea of liebility without feult is not new, In England and in
some Europetn countries, the compensation idea has been in force for years.
The prineiple of liability without fault was first oxtondod on & wide basis
in this country in the erea of employer-employee relations, end is embodied

in workmens' compensetion statutes.

Ljational Underwriter Company, ¥ C. @nd S. Bulletins, Cinoimneti, Ohie,
December, 1965, Casuelty and Surety Section, pe Fsls
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Various committees studying the problem of the finencially irresponsible
motorist have considered the compsnsation systems These include legislative
committees from North Dakota, New York, New Jersey, and severad Canadian
provinces. The only committee which favored & system of compensation withe
out regerd to negligence, and was successful in its passege, was in the
Province of Sasketchewan, Cenede.

The Seskatchewen committes, after studying the trlﬂ‘ié accident
problem, recommended 2 ocompulsory automboile compensetion plan. This is
known as the Automobile Accident Insurance Acte The acceptence of the
principle of liebility without feult is based largely upon two premisess
First, the negligence system, when applied to automobile accidents, fails
to compensate injured viotimse At the seame time, tort lew is inadequate
in that it is slow, expensive, and the dameges ewarded mey or may not be
compensatory with the injury. In other words, traffie accident victims
need & compensation plan similer %o workmen's compensations Second is
the feeling that since workmens' compensation hes been successful in
alleviating the problem of industrial injuries, it should also work equally
as well for aubomobile egcident victims.

In answer to the first premise, there is no doubt that if the objective
is to compenseate individuals, without regerd to existing social and legal
prineiples, then & compensation plen assures almost everyone some degree
of recovery. It may be thet our negligence system is slow end expensive,
but if it is, perhaps it should be overhauled to make it more effective
bsfors esteblished legel precedent is discardeds The nmegligenmce system 1‘[
hes been mccused of being; (1) Inequiteble in essessment of dameges, {
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(2) 8low in processing olaims, (3) Expensive and lenmgthy im procedure,
end compensation plens have been scoused of the ssne -hmm.l"

The second premise is beged on the sssumption that sutemobile eand
industrial risks and hagards ere siniler. The cireumestances relatiwe %o
the sutomobile picture do not parsllel the ciroumstences in industry end
business. The following diesimilarities should be kept in mind:

1, The motorist does not have control over third parties with whioh
he mey become inwolved, while the sumployer hes some control over his
employees, snd may discharge those who Appesy ¥e be unfite’

2. If employer-employee standards were applied to motorists end
their vehicles, meny would not be allowed on the highway becsuse the
drivers or their sutemobiles would be considered unfit.*

8« Regerding the metter of cost, it has been said thet the costs
of workmens' compensation ean be phssed on, as & cost of doing business,
while the ecosts of automobile compensation could net be pessed on as an

immediete business nmc.‘

lguip, op. sitie, pe 140-158.

'Tluhn Je Ge, Willdems, C. As, Chelt, Z.F., Bocnomic & Sooial
Security (Wew York: Roneld Press Co., 1957), pe 264-2060.

Scowee, Johm, "The Uninsured Motorist Dilemns,” sn sddress before the
Institute of Oregon Underwriters at Bugems, Oregon, Jeanuery, 1087
(unpublished).

41nid.

SKline and Pearson, ope eit., pe 34.



The Sasketochewan Plan

The Automobile Accident Insurence Act wes passed on April 1, 1946, in
Sesketchewan, Cenadae. Geographically the province is & lewel, thinly
populated plain. During the severe winter months, November to March,

60% of its automobiles are not being used  because of impessable roads.

The Seskatohewan government insurance office administers the |
Automobile Accident Insurence Act. In effect, the Automobile Accident
Insurance Aot has creeated a monopolistie state fund.

The coverages efforded are shown in Table 6-A,

Personal injury coverages include death, dismemberment, weekly
indemnity, end supplementary benefits. Coversges under this section are
paid to the injured, or in ocase of duth.' %o the dependents, without
referende to personel fault of owner, driver, or victim. However, no
coverage is provided under the personal injury section in the following
cases:?

l. Persons not dependents.

2. Persons entitled to workmens' compensetion (provided that benefit
is more than burial expense).

3+ Owners and drivers not registered or licensed in Saskatchewan,

4. HNon-residents riding in e motor wehicle not registered in

Sagkatohewan.

lpor & more oomplete analysis of the various coverages see "Sagketchewan
Auto Insurence and Safety Guide, 1968 Edition, by the Sasketchewen
Government Office, Regina, Sasketchewan, Canada.



TABLE 6-A

COVERAGES PROVIDED UNDER THE SASKATCHEWAN GOVERNMENT INSURANCE PLAN
ENTITLED AUTOMOBILE ACCIDENT INSURANCE ACT AS OF MAY 1, 1957

I. Personal Injury

Death Benefit

Amount h"hl‘ to Primery Dependent sscccvecscscsccecsonse $ 5.000
Amount Payable to Each Secondary Dependent scecececessess 1,000
Amount Payeble for Housewife's Death ssecesescescescsnsns 8.000

Maximum Amount Payable Any One Death ssceecescesvesscssnce 10,000
Dismemberment Benefits

Meximum Amounts Renge fTom esssesssscosssscscecsees $500 to $4,000

Weekly Indemnity

For Wege Earners and Farmers cscesecsssscsecscsssssscsses ¢ 26
For Housewives G0N0 IN0INRR000B000IENRDANOONEROOUORBOEDES 20
Meximum Total BV 0200000000000 000800ROLORDIROROROOEOS 3,@0

Supplement Allowance
l'iay be qu for miscelleneous dootor, hospital and

medieal bills)

m‘ﬂ AR R R R R R R R R R R R R A R R R R R R R R R R R R Y] "w
II. Other Coverages

Comprehensive

This repleces collision, fire end theft and includes other

miscellaneous physical demege coverages (Deductible=$200) Limit is
Aoctual
Cagh Value

Publio Lisbility

For Injury to One Person secscescossccccovsccesssssasssne '10.00@
For Injury in One Accident ecesovcvsceccvcosscsscsnvsscoe 20,000
For Demege to Property ($200 deduotible in Sasketohewan). 5,000

Retes for privete passenger automobiles are based on age and wheel«
base of wvehicles. Rates vary from $4 to $30.

Source: Saskatchewen Govermment Insurance Office, Regine, Saskatchewen,
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B. Persons who are riding in or on any train, streetcar, trolley,
bus, airplane, fire apparatus, road or construction mechinery.

6+ Except for death benefits, persons who are under the iafluence
of drugs, or liquor, and where an unlicensed trailer is attached %o a
vehiole if the trailer is required to be registered.

7. Spectators or participants of races or speed tests.

In case of totel disability, for exemple, wage earners receive a minie
mum of $2,500, not to exceed $3,000 total: Housewives §20 a week for no
longer than six consecubtive weeks. In death cases benefits are paid only
to depsndents.

Covereges under Part II as shown in Table 6~A include the compulsory
liability and physioal demage coverages. Physical demege and property
deamage applies only in the provinee. Bxcess coverage (above compulsory
limits) mey be purchased from the govermment insurance office or from
privete insurence carriers. The premiums for compulsory insureance are
low for 2 number of reasons. The most importent reasons are low benefits,
low edministretive costs, end low inherent hegards. (Sixty percent of
registered automobiles ere laid up during the most hezerdous sesson because
roads ere impassable.) Another reason for low cost is that non-compulsory
insurence is used to subsidize the costs of compulsory business.’

The experience of the Automobile Accident Insurance Act for 1956 and
1957 is shown in Teble 6«Be. It is interesting to note the smell number of

lralp, ope oits, pe 2264



eolaims wnder 1liability policies compered to collision and personal injury.
According to Mr. Bleckburn, secretery of the Saskatchewan govermment
insurance office, "This is, of course, due to the prineiple of compensation,
regardless of fault, which is inherent in our plﬁn."l

The experience of Sssketchewsn with automobile compensation plens
does not eppeer to be particularly pertinent for the United Stetes. This
conolusion is based on the difference in governments, density of populetion,
end number of vehicle miles driven. DBectuse of these faots, it may be
improper to assume thet compensetion plens would work equally es well
here, because it mey appear to have met with some degree of success in

Sagkatochewsn.

TABLE 6-B

EXPERIENCE OF THE SASKATCHEWAN COMPULSORY INSURANCE FUND

e A e I, 4 0

Yos of Amount Nos of ‘ Amount

Claims _ Inourred Claims _ Inourred
Bodily Injury 329 § 475,418 390 § 509,161
Property Damage 764 185,870 849 236,469
Comprehensive (ineluding
collision) 9,316 1,766,970 10,102 2,672,161
Fire and Theft 243 126,368 3656 218,761
Aocident Compensetion _4,024 769,491 4,396 753,367

14,666  $3,312,114 16,091 $4,289,901

listter from Mr. Re Do Blackburn, Seoretery, Sesketohewan Govermment
Insurence Office, June 6, 19568.



It sppears thet a compensation plan will reimburse some of the
viotims of sutomobile egcidents. It is also evident thet it may be able
%0 do so on & wider basis than eny other system. This is because the
compensation plen has &s its objective the reimbursing of injured auto-
mobile accident victims. However, there remains the premise that it is
not & 100% solution to the problem of the fineneially irresponsible
motorist. This is evidenced by the data contained in Tables 6-A and 6-B.
Table 6-A indicetes that in Sasketochewan the negligence system was retained,
and the compensation system underlies the negligence system. The effect
of this dual structure is to add one system on top of another, which may
have the effect of further complicating & system which it was supposed %o
gorrect. Table 6+B indiceates that $509,161 was paid to 390 bodily injury
ceses in 1957 under the negligence system in Sesketchewen. During this
seme period $7653,367 wes paid to 4,396 oages under the compensation system.
About 9% of the number of compensation ceses used the negligence system
as & means of recovery. However, it is interesting to note that this same
9% received about two thirds as much in totel liquideted demeges as did
compensation cases. The average doller munt of & negligence oese was
$1,3656, while the aversge oompensation oase amounted to $171. The resi-
dents of Saskatohewan received ebout two thirds as much recovery under
the negligence system for bedily injury as they did under the compensation
plans This indiocetes thet the people of Saskatchewan still meke extensive

use of the negligence system in obtaining recoveries for automobile accidents.
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Another interesting observation is thet personal injury demeges
(bodily injury end eccident) totel §1,262.518. This represents about
29% of the total emount peid ($4,289,901). This meens that 71% of the
amount paid in Sesketchewan in 1967 wes for property demege. It is
interesting to note thet this is about the seme percentage es Oregon
experienced in the emount of umsettled demages as shown in Table 2+D.

The purpose of the Saskatchewsn plan wes to reimburse the bodily
injury vietim.! However, Teble 6+B indicates that less than 20% ($763,367)
is paid for the personal injury vietim. This appears to be & reversal of
the plen's objectives.

In 1946, when the Accident Insurance Aot was pessed, 88% of Sesketchewan
motorists were wninsured. This estimete was made by the committee %o

study the problem of the uninsured motorist.

Summery end Conoclusion

It appears that Seskatchewan's attempt hes resulted in payment of
compensation to automobile eocident vietims. However, this attempt
appears to have supplemented the negligence system, &nd not %o have re-
placed it. The compensation plen mey have been & better solution in
Saskatchewan then some other penmscee, particularly in light of the faot

that 81% of the province's motorists were uninsured in 1946.

%unum Report, ope. eite, pe 2.

311»11!.. pe 14,
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From whet has happened in Sesketchewan it appears that the ocompen=
setion plen mey promote confusion, perticularly if & dual structure is
meintained. Where compensetion and negligence systems underlie eech
other the individual's rights, duties, and recovery ocould become compli-
cated oad cumbersome .



CHAPIER VI
COMPULSORY AUTOMOBILE INSURANCE

The philosophy behind compulsory and financisl responsibility
statutes are similar. However, e compulsory plan operates under the
belief that motorists must be compelled to insure their liebility,
thet a system which relies upon the motorist volunterily %o insure his
liebility is not precticel, and every motorist should give evidence of
fineneiel responsibility, regeardless of his driving record.

The compulsory system hes been in use for some time in most states
for certain classes of vehicles, such e&s interstete oarriers, publie
liveries, and sutomobiles driven by minors. The compulsory automobile
statutes are based on the law of negligence, and do not recognize the |
conoept of liability without fault.

The objectives of compulsory automobile insurance aﬁ the same as
those of finenciel responsibility lews; that is, to make more motorists
aware of their finencial responsibility. The difference between the two
is that under finaneial responsibility lews evidence of finenecial re=
sponsibility is compulsory after the motorist hes had en accident, while
compulsory insurance requires an insurence policy as & prerequisite to
licensing & vehicle. Three stetes, Massechusetts, New York, and North
Carolina have compulsory type lews, and the other states have some type of “
fineneiel responsibility lews.

Messachusetts hes hed compulsory sutomobile insurence statutes since

1927, Wew York and North Carolina passed such laws only recently,



The following will be & brief summery of the eompulsory laws as they
are found in these three states.

In Massachusetts the lew is appliceble %o ell owners of motor vehicles
registered in the state, and is & condition precedent to the registration
of & vehiocle., The owner must show that he has seourity against judgment
for bodily injury in the emounts of §5,000 for one person, $10,000 in eny
one sgcident, in the form of an insurance poliecy, bond, or conwhnl.l

Coverage prescribed by the statute is limited and does not apply %o
the following:

1. Accidents off public highways, or outside of Messachusetts,

2. Guest ocoupants.

8. Out-of-state motorists.

4. Property damage.

Insurance oompanies mey cténcel upon twenty days notiece, but must
furnish the cause for termination to the registrar and the insured. The
ecencellation may be set aside by & board of appeal, which also deals with
refusal to insure. This board has decided in favor of the policyholder
in over 507 of the appealed omn.a

The New York system is broadly similer to the Massachusetts system,

but requires $10,000/620,000 bodily injury end §$5,000 property demsge

18:1#11. Herbert, CePeCelUs, "Compulsory Insurence Massachusetts Answer to

tht Problu." The Annals, rhumxmu Suhgz of Chartered Property and
E! ‘hd'm“”' ] p‘

3cma1ty Insurance Co. Serving Massachusetts, nu Fint anl
(Boston: Casuslty Insurance Compenies Serving lessechusetts,
36.




liebility coverage. North Caroline's statute requires $5,000/810,000
bodily injury end $5,000 property demesge lisbility.

4Al1 liebility insurance in Messachusetts is sold by private cerriers.
The rates are determined by the imsurance commissioner. In the other
states, the retes are determined by the astuaries of the insurance
industry and submitted to the insurance commissioner for his approval,.

Teble 7-A shows a comparison of the three lews.

Criticisms of the Massachusetts system have been:

1. Underwriting methods of the various insurence compenies have
been affected adversely. This oriticism is velid to the extent that the
insurer may be forced to write & policy which it otherwise would not
write, or required to continue in forece & policy which it would otherwise
diseontinue. This is evidenced by the fact that the board of appeals
has decided against the insurers in more then one half of all cases appealed.

2. In Messachusetts, politios has intervened and influenced the
reting structure for automobile insurence policiss. This is evidenced by:

8. Insurers on the whole have lost money, sometimes seriously,

since the lew's inception. All insurers from 1927 ‘tlu-ough 1960,

took en average loss of 6% on pure premium sllowance. The premium

level has been insufficient to underwrite at & profit.}
be The insurence commissioner of Massachusetts resigned, and in
his letter of resignation he said, "This unusual situetion of an

under executive having to contend with his superiors in euthority is

lxulp, op. oit., pe 204.



TABLE 7-A

COMPARISON OF THE NEW YORK, MASSACHUSETTS AND NORTH CAROLINA COMPULSORY INSURANCE LAWS

LTRSS 3

Effective Dete 1827

# |

Effective Date 1958

411 owners of motor
vehicles registered
in the stete.

10/20 bodily injury,
6,000 property
demege. Stendard
poliey provisions
apply.

1. Motorists Subjeet %o Require~
ments

2. Coverage Required

8+ Poliocy Steanderd provision

policy.

4. Terminetion snd Registration Polioy need not be
coterminous with

registration period.

All owmers of motor
vehicles registered
in the state.

6/10 bodily injury,
no property demege.
Coverage epplies to
publie ways of the
state only; guest
occupant coversge
is excluded.

Kbsolute polisy.*
Vielation of terms
by insured does not
relieve compeny.

All policies co-
terminous with
registretion period.

All omers of motor
vehicles registersd
in the state..

5/10 bodily injury,

5,000 property demege.

As defined in the
financial responsi-
bility lew; may use
eny method deseribed
(bond, deposit or
insurance poliey) =
standard polioy pro=
visions.-

Absolute poliocy.”
Violation of terms
by insured does not
relieve compeny.

Poliocy need not be
coterminous with
registration period.

®Absolute policy provisions are also found in finanoial responsibility laws. These provisions generally
provide that the insurense company mey not cencel the poliecy and deny coverage efter an accident has

occured becsuse the insured has violated & poliey condition.
Oregon's absolute provisions.

See pages 34 and 36 of this text for



TABLE 7-A (continued)

Yew York - ltun!mnﬁ lﬁ caroiﬁ

Effective Date 1957

Effective Date 1927

Effective Date 1968

5.

6.

7e

8.

Proof of Insurence

Notice of Cancellation
or Terminetion

Expenses of Administration

Penalties

Rate Meking

Certificate of Insur~
snce, but after first

Certificate of Insure
BNee .

year stetement by appli-

eant that proof is in
effect is sufficient.

10 days notice %o

be filed with com-
missioner by insurer
within 30 days after
date of cancellation
or termination.

Assessed against
insurerse.

Violation of act is &
misdemeanor punishable
by & fine of £100 %o
$1,000 end/or im=
prisomment for one
yoar.

By insurers, subject
to approval of the
insurence commissioner

20 days, with ressons
why, %o insured and
commissioner. Notice
not to renew to be
given before Nov. 16.
Subjeet to review by

board of appeal.

Peid out of gemeral
funds.

Certificate of Insur~
81160 «

15 days notice %o
insured. Notice to
commissionsy within
15 days after effect-
ive date.

Peid out of general
funds.

Operation without proof Failure to comply with

is punisheble by fine
of $100 to $500 or
imprésbmment for one
years.

By the insursnce
commissioner

the lew is & misdemeanor
punisheble by & fine of

$10 to $50 or imprison~

ment for 30 days.

By insurers, subject
%o approvel of the
insurence commissioner
end requires merit
rating plen.




TABLE 7-A (continued)

N Yo Massachusett
Effective Date 1957 Effective Date 1927

forth Cearoline
Effective Date 1958

10. Supplementary Laws

Finencial responsi- Right to operate in
bility statute requir- stete suspended for

ing security end proof failure %o satisfy a

affer an accident. Judgment.
Effective 1-1-59 Im-

poundment Aet and e

fund to pay injured

perties of hit-snd-run,
out-of-state end stolen

car agcidents.

Financial responsi-
bility lews remain in
force, and underlie
the compulsory
.’“““c

Source:

Insursnce Department, Department of Benking
Stete of New York, and Insurenece,
He Yo Boston, Mess.

Stete of North Cerolina
Insurence Department,
Raleigh, North Carolina.

L9



the result of an attempt to solve & methemetiocal problem by the intro-
duetion of & feotor of politiecal expediemcy.” This message revesls the
pressures put on the insurance commissioner by his superiors to lower
the sutomobile rate atructure, The commissioner was in & very difficult

position and chose to resign because of political pressure to lower rates.t

sw-uq end Conelusion

The objectives of any compulsory insurence lew are similer to the
objectives of the sefety finaneial responsibility statutes. Compulsory
insurence is equally as effective in achieving financial responsibility
on the part of its motorists. However, certain areas remain where
compulsory insurance is no more effective than a properly edministered
sefety finsncisl responsibility lew.

Under either law, there will remein the uninsured outeof~state
motorist, the irresponsible individuel who ignores eny statute and
eontinges %o exercise his privilege to drive even when this privilege
has been withdrawn end those who are unable to identify the tort feesor.

It would appear that e compulsory insurence lew would have little,
if any more effect theam an effectively administered safety finameial
responsibility lew, as the objectives of the two are identiocal.

To evaluate the effectiveness of compulsory lews in other stetes
is beyond the scope of this paper, for the uninsured motorist problem

Y1vid., pe 204
znﬁd sp De 206,
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in those states has not been adequately defined. Any judgment as to the
velue of these laws should not be made until all the feots have been
established.

The compulsory statutes would not appear to be pertinent for Oregon
because the voluntery way eppears to be operating effectively. The
burden of proof that compulsory insurance is & better solution to the
problem of the finencially irresponsible motorist, than a finenecial

responsibility lew, should lay with the proponents of & compulsory system.



CHAPTER VII
MOTOR VEHICLE ACCIDENT FUNDS

The Motor Vehicle Acoident Fund Law of Oregom, enasted in 1941,
provides for peyment %o hospitels, doetors, nurses, ambulence services and
pharmacies, for services rendered to indigent persons for injuries received
in motor wehiole accidents on Oregon highweys. The State of Ohio has also
enacted similar legislation.

The lew indirectly helpes the injured viectims of automobile accidents.
Injured individuals themselves may not meke claims egainst the fund. The
claiments of the motor vehiole ascident fund ere those who heve performed
services made necessary by ean eutomobile aceident injury, and remein
unpaid beoause of the indigenecy of the injured person. Indigeney as used
in the administration of the fund means that the individuel injured wes
unable to pay for the services rendered, without becoming & public charge.
In other words, the injured party may have a job, and Q@ty in & home,
and personal property, but mey be unable to liquidate his holdings any
further unless he has public assistence in the future. To liquidate his
agsets would be to put him on the welfare rolls. Another eriterion is
that the individual injured be judgment proof, and any judgment rendered
would probebly remein unsetisfied. The injured party must sign en sgree=
ment with the fund stating thet he is indigent.
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The motor vehicle sccident fund is financed by & fee of 507 levied
biemnially when the drivers licenses are issued or renewed. I% is not¥
a part of the drivers licemse fee, but is collected at the seme time as
the drivers license fee as & matter of convenience eand economy. If, at
the end of the biennium there are any monies left in the fund, they ere
transferred to the genersl fund.

The cleiment (hospitel, dootor, ete.) must egree to reimburse the
fund if payment is made by the petient or on his behalf after the motor
vehicle sccident fund mekes peyment. The claiment also sgrees %o pursve
repeyment from the patient if it should come to the claiment's attention
that the injured individuel is no longer indigent. :

Administreation of the lew is hendled by the Steate Industrisl Accident
Commissions The cleiment must file his claim within 180 deys after the
patient is relessed. The claiment must sgree %o accept the commission's
schedule of fees for the servioces rendered. This schedule is the same
one used for industrial accident ceses, under workmens®' compensetion.

In order to further control expenditures from the fund, the com-
mission has esteblished the following limits per person, per accident:

Hospitels ceescecccsss $3,000
DOGtOrs eessessscevese 1,260
Nurses eesccsecorscnse 6500
Pharmeoies sessecccces 500
Ambulence Services es. 2560
Authority to exceed the limits set forth above rests solely with the

commissione Eaeh euthorizetion for additional aid shall not be more thans
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hlpitlll Ssessvecvsne 0800

Dootors sscsvsssssesee 300

Hurses sesscsssassscsns 200

Pharmocios secscscosss 100

Ambulence Services ... 50

There is no limitation pleced on the number of suthorizations for

additional aid. Technioally there is no limit to the total emount if the
commission euthorized additional aid.. One oese hes reached the $14,000

level and is still open.

TABLE 8-A

ACTIVITY OF THE MOTOR VEHICLE ACCIDENT FUND
FROM 1962 TO 1966

Nos of Automobile !i With Noe of Cases Amt. Paid
Yoer Acoidents® The M.VehoF.P PaidP by Fund®
1962 15,122 986 245 $103,694
1953 15,562 787 258 124,841
1954 13,888 2,845 829 152,001
1965 15,442 1, 400 263 146,353
1956 17,298 1,460 334 146,209

Source: ®Depertment of Motor Vehiocles, Salem, Oregon.
blloim' Vehicle Accident Fund, Selem, Oregon.

Table 8-A indicates that in 1956 about 2% of the automobile injuries
were aided by payments from the motor wehicle aceident fund. The suthor

was unable to determine the number of osses involving uninsured motorists.

loregon, Stete Industriel Accident Commission Annoteted Lews Releting to
the Motor Vehiole Accident Fund Lew, (1957), 5608s 445.010~+220s s
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The overall effect of the fund on the uncompensated victims of the une
insured motorist must remein in question. However, the following
conclusions ean be drawn:
1, Peyments from the motor vehicle socident fund ere mede on behalf
of injured people involved in automobile sccidents when
a. There is not a valid polioy of insurance to cover the mediecal
costs, or
be Insurence was in foroe but the poliey limits were inadequate,
and
s The injured person, in addition to "a" and "b" above, was
involved with an uninsured motorist, or wes uneble to establish
his claim against the other perty or perties.
2. The total number of sccident vietims paid by the fund in 1956 wes
834, This was about 2% of all mecident viotims.
8. $146,029 was peid on behalf of the injured perties.

cmlultol

I% eppeers that the motor wehicle accident fund may have some impaot
upon the problem of the financially irresponsible motorist. However, the
date geem to indicate that the impeot of this plan mey be insignificant
because:

1. A smell proportion of autemobile accident vietims (2%) use the
fund (this is within the objeotives of the fund beceuse only those who are

indigent may receive any benefits).
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2+ The smount paid from the fund is & small percentage of the total
loss (less then 67 of insured losses in 1956).

The philosophy behind this type of plan is similar to a compensation
system. FHowever, the objeotives of the motor vehicle ecoident fund are
different then those of 2 compensation plan. The main points of dom
are:

1. Indirectly the fund hes the right of subrogation.

2+ The direct beneficiery is not the injured vietim, but the olaimsnt
(hospital, physician, phermecy end embulence). The injured victim benefits
oenly if he is indigent end the claiment files & claim with the fund.



CHAPTER VIIX
OTHER PUBLIC PROPOSALS AND PLANS

The finenciel responsibility lews of three Cenadian provinces,
Manitoba, Alberte, and British Columbia, ineclude impoundment provisions.

California recently passed an impoundment provision. No experience
is available on i%s operation at this time. New York has passed legis~
letion including an impoundment provision to become effective Jemuery 1,
19569,

The impoundment stetute, simply stated, provides that all persons
involved in en automobile &ccident resulting in either bedily injury or
property demege of more than a stipulated emount must produce evidence of
finencial responsibility for the ourrent sccident or have their auto=-
mobiles sequestered by the authorities until relessed by the motor vehicle
depertment.

Interestingly, the three Cenedian provinces involved have safety
responsibility lews, unsatisfied judgment funds, end impoundment provisions.
British Columbia has 977 of all vehicles insured, and Alberta has 807 of
all motorists insured, while in Manitobe it is estimeted that 96% of all
automobiles ocarry policies of liebility coverage.® The wide veriation is

IMp, Ope 5_&!-, pe 218,

2pssooiation of Casuslty & Surety Companies, bulletin "Unsetisfied Judgment
Fund," from Ray Murphy to all member companies, dated 3-28-58.
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unexplainable at this time. However, Alberte is the only provinoe where
impoundment i1s not mendatory, end it also hes the highest percentage of
insured motorists.

As in the case of unsatisfied judgment funds, opinion is divided on
the merits of the impoundment stetute. The prineipal argument for the
statute is that this device demonstrates %o the motorist more dramatically
than any other, the serious chances he is taking when he drives without
insurence. The most persussive evidence on the point is the experience of
Menitoba, After fifteen yeers of a finencial responsibility lew whiech
required security only in the event of a judgment, only 277 of automobiles
were insured. The present three-pronged law wes effective Jenuery 1, 1946,
and within one year the pcroontlgi of insured motorists had risen %o 87%.
British Columbis reports similar experience.

Two major criticisms heve been urged ageinst this statute. It
provides insufficient assurance of fineancial responsibility for the ocurrent
acoidents I% punishes the blameless with the negligent. In the first
respect the automobile may indeed be sold %o cover the demages. However,
the proceeds may not be sufficient to cover the injuries susteined, In
the latter rnpéot it is no more arbitrary than the security provisions
of the safety responsibility law itself, Since impoundment provisions eare
not intended to guarentee financial responsibility in and of themselves,

the oritiecism advenced above would not appear to be & valid one.

IKline and Pesrsom, ope oit., p. 38-4l,



Full-Aid Plan

8411l other plans and methods of handling the personal injury problem
by legislative sotion have been proposed. The FulleAid Plan of Professor
Ehrenzweig is one proposing voluntary sutomobile compensation. All auto-
mobile insurence policies would immediately inolude, on & voluntary basis,
& olause under which the acoident vietim could choose betwsen & schedule
of benefits and the right to demeges in negligemees This would be similer
to the oompensation principle of lisbility without fault %o those who
ohose not to use the tort remedy.’ This plan has not been put into effect
by eny legislature as of this date. The Natiomwide Insurance Company is
now writing & type of insurance whioh is similer to the FulleAid Plan,

See Chapter IX for the details of this private attempt to solve the problem.

lcoweo, John, PheDe = NoPs



CHAPTER IX

PRIVATE SOLUTIONS TO THE PROBLEM

The insurance industry in Oregon has worked for the solution of the
problem of the finaneially irresponsible motorist.

Preventive meagures advoocated by the insurence industry include
traffic safety education, as well as various other group activities with
the objective of promoting safety on the highways. The effects of these
industry programs are ummeasureble, but to the extent that they inform
the individusl and meke him ewere of treffic sefety, these industry
programs are serving & useful purpose.

The privete insurance industry hes made its largest contribution to
reducing the uninsured motorist problem in the field of alleviative
solutions. These include (1) voluutary sssigned risk plens, (2) broader
bodily injury and property damege coverages, and automobile mediocal
payment coverages, and (3) uninsured motorist coversge.

Assigned Risk Plens
A voluntery essigned risk plan operates in Oregon. The plan is

availsble o those who are uneble to purchese liability coverage through
regular cheannels. In other words, the sub=standard risk ocen obtain
insurence. However, the applicant must meet certain requirements to be
eligible, and maintein a reasonably good driving record while he is
insured. The various compenies doing business in Oregon accept the applie-
cant only efter & thorough investigation and receipt of an epplication
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mede under oath., All companies partioipate in the writing of these sube-
standard risks in the seme proportion that the emount of automobile lia=
billity premium they write bears to the totel of all such premiums. Costs
are minimized by peying the agent of record & 107 commission. The other
automobile commissions to egents will vary from 157 to 257 with most
earriers peying 267 om new business. Through the essigned risk plan it
is possible for some individuals to obtain insurance protection when i%

would otherwise be diffieult to obtain,

Broader Coverege

The insurance industry has ocontinued to provide coverage in arees
where proteotion was lacking. An insurance polioy covering the femily
automobile today will automatioally cover any newly aequired private
passenger automobile. Collision coverage is afforded on borrowed cars
in the same emount that exists on the borrowers automobile. Under the
new type policies todaey, practically enyone who drives the automobile is
insured as long es permission is given by the insured. Previously,
medicel payments covered the named insured in other wvehicles on & limited
basis, and the children of the insured were excluded from coverage in
other vehicles. Medieal payments will now cover the insured in any other
automobile that is not owned by the nemed insured or by a relative residing
in the same household.

The broadening of the insurance contract to include those romrli

exoluded and the formation of new coverages has the effect of reducing the
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number of fineneoially irresponsible notorhtl.l by enebling more individuals

%o trensfey more risks to the insurance carriers.

Nationwide Plen

The Nntiozuidc Insurence Company of Columbus, Ohio, is writing
"family compensation, e type of insurence which is similaer in objective
%o the "fulleaid" plen."

Simply stated, this plen offers the injured vietim a choice of (1)
accepting reimbursement escording to the scheduls in the policy, or (2)
recovering under the negligence system for the demeges sustained.

Femily compensation will pay up to $2,000 for medioal expenses, end
$6,000 for death benefit. In addition the injured person may recover up
to $6.00 daily disebility income for 180 days after the accident.

Medioal and death benefits must be inourred by the insured within one
year of the date of secident. Disability benefits are paid each day the
insured is continuously end necesserily confined indoors umder & physicien's
eere.? Netiomwide Insursnce Company reports thet 60% of their new polioy=
holders are purchesing this oowngo.s The cost of femily compensetion is
$10 ennually in most stetes, whioch is $1.40 & year more then the cost of
§2,000 medical payments coverage.

Lror complete and deteailed information on the family automobile policy, see
Association of Casualty & Surety Companies pemphlet "Family Automobile
Policy, & New Concept.”

ZNationwide Insurance Cos, "Century Auto Poliey," (Columbus, Ohioe, 1057),
Pe 8.

SLetter to the Author from R. Fugh Morris, Nationwide Insurance Co.,
Columbus, Ohio, May 1, 1968.
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Uninsured Motorist Endorsement

The uninsured motorist endorsement was designed to protedt the
innocent victim of the finaneially irresponsible motorist. Sometimes
ctlled the family protection endorsement, this new coverage beceme availe
able in 1956 in the State of New York. It was first written in Oregon in
1966, and covers bodily injury liability coverage only.

The scope of the femily protection endorsement, as it is presently
written, is to provide funds when persons covered by the policy are
injured by & negligent driver who is not insured. The innocent vietim's
own insurance cerrier agrees to reimburse the covered individuel to the
seame extent that the megligent perty would have if he hed met the bodily
injury insurence requirement of the Oregon safety finencial responsibility
lews The primery funetion of this coverage is %o compensate the innocent
victim of the uninsured motorist, eand to make the responsible party answere
able in dnagn.l The cost of this coverage in Oregon is small with most
compenies charging §6 @ year in the Portlend eres end as little as §S a
yeer east of the Cescade mounteins. This is & low premium, end the cost
per family is less then two oents por day in the higher rated eress.>

The people covered under the uninsured motorist coverage consist of
two categories. The nemed insured end spouse and relative in the house=~
hold are the primery insureds. The coverage is very broad, as it applies
while riding in or upon or entering or alighting from the insureds vehiocle

11111“. George He, The Forwerd Look in Insurance, &n address before the
Kenses City Ber Associetion, Kenses City, 8s, 1957. ps 8.

27he rates quoted are for bureau companies. Some independent compenies
usuelly write this coversge &t a2 lower premium.



end through being struck by an uninsured sutomobile as & pedestrian or
otherwise.

The second cless of covered individuals are persons other than the
first olass who are in or upon, entering or alighting from the insured
';-hiclc at the time of the eaccident. The coverage also applies to the
operation of insured automobile by third perties, and their guests, if
the vehiole is being used with the permission of the nemed insureds.l

Uninsured motorists coversge does not require an exhaustive search
of the tort feasor's assets to determine whether or not he is judgment
proof before the insurance company agrees Yo pay. No judgment need be
obtained, and it is not necessary to show that the party at fault is
lacking in financial eabilitye. The fect that the tort feasor is uninsured
is sufficient to establish the claim. In cmse of & hit-and-run sccident
where the party et fault cennot be identified, it is presumed that the
tort feasor was uninsured. The feamily proteoction endorsement retains the
concept of negligence, that is, no liability without fault.

The importance of the uninsured motoristes coverege on the problem
of the uninsured motorist will depend upon how widely it is written, and
how many ere protected by the coverage. Unfortunately, data on the ex-
perience of the coverage will not be available for use until November, 1958,
However, early indications are thet approximately 507 of the motorists mey

have purchesed this coverage in 1957 in Oregon.

f1ine, op. site, pe 9



One firm indicated that it had been their poliey to include the
uninsured motorist coverage automatically in each poliecy written. This
firm has about 69,000 polisyholders in Oregone. The premium is $1.00 per
year for the uninsured motorist eonng‘. The loss experience has been
just about 1007 of premium charged: Aversge claim hes been about $1,000
end there were 69 claims during the period.

There is no question as to what the effect would be if all insurance
companies were to ineclude uninsured motorist coverage &s a regular pro-
vision in the insurance contracts. The vice president of one firm said
that if all companies included the provision autometically, then the
problem of the uninsured motorist would be solved except for the person
who did not own en automobile. There is even & poliey evaileble which
may be purchaged by the femily thet does not owm an automobile, which will
give them the seme protection. The irresponsible motorist who will not
cerry liability insursnce on his own car and who has oreated the problem,
then, is the only person who might become the uncompensated vietim of
enother irresponsible motorist.t

Some legislators evidently thought this method wes a practicel
solution. The states of Virginia and New Hampshire have recently passed
legislation requiring casuelty ocompanies to incorporate the uninsured
motorist coverage as an integral part of every esutomobile liebility pouay.z

llﬂto: to the author from the vice president of Farmers Insurence Exchange,
July 28, 1958.

Zyiohigen Report No. 3, pe 5e
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The weaknesses of the uninsured motorist coverage are quite clear,
Individuals of the second slass referred to above are not covered as
pedestrians, and property damage is not covered for either class of
insureds.

Property demage coverege requires & different treatment. To provide
this coverage under the uninsured motorist endorsement would be inconsis=
tont with other coverages. Any loss cfused by an uninsured motorist who
is financially irresponsible would be paid under the collision endorse-
ment providing the insured was prudent enough to insure his own automobile.
Property other then automobiles such as building, fences, signboards,
are all eligible for coversge under the extended coverage endorsement
atteohed to & fire polioy, which covers vehicle demege, The State of
Massechusetts excluded property demage from the compulsory insurence law
because "the real problem of the uninsured motorist is the personal injury
cages and not property dumg-‘:l It is obvious that property demage should
not be covered under the uninsured motorist coverege. However, if bodily
injury is covered, the big loss as far as the individual is concerned, is
covered.

The insurence industry is %o be commended for the action they have
teken. It may be true that they have been slow in bri.dg:lng the gep. A%
times it seems that only the threat of social legislation has spurred the
industry on. The uninsured motorist coverage does offer some degree of
protection ageinst the finemeially irresponsible motorist. However, as

lsasketohewan, A Report on the Study of Compensation for Vietims of Auto=
m‘bé%_o_ %ceidant-. gine: Seskete government printing office, 1947),
Pe =53




in any new plean sueh e&s this, only time will tell whether or not it is
effective in reducing the size of the problem. Indicstions are that it
may offer an engwer to the uncompensated innoocent personal injury viectim.

Summery and Conclusion

Private solutions to the problem are primerily alleviative in nature.
The insurence industry has attempted to offer protection against personal
injury caused by the uninsured motorist, the hit end run driver, and the
stolen car accident. Executives in the insurence industry feel thet the
uninsured motorist endorsement should all but eliminate the problem of the
finencially irresponsible motorist. However, this plan hes its weaknesses
and only time will tell how effective it mey be in achieving its objectives,






CHAPTER X
WHAT APPEARS TO BE THE MOST PRODUCTIVE APPROACH

TO A SOLUTION OF THE PROBLEM

Much of the concern which has been expressed over the uninsured
motorist who is financielly irresponsible indicates & possible misunder-
standing of the prineiples of insurance protection. All automobile
liebility insurence is self protection. The purpose of automobile insure
l@co is to protect the person who earries it, and not someone with whom
he may collide. Liability insurence provides protection to the insured
motorist and his femily ageinst the burden of having %o pay for demeges
which he becomes legally obligated to pay. w

It mey seorue, however, to the benefit of enother only through the
negligence of the insured, providing such third perty is legally entitled
%o payment.

Loss protection which depends upon the other perty being et feult in
every etgoident is unrealistic because of our contributory negligence system.
People will continue to err, no means has yet been found (ineluding the
various plans and solutions thet have been discussed in this paper) to
meke all motorists fineneially respomsibles In Oregon no one who desires
to protect himself need suffer a serious automobile accident 10:: from the
finencially irresponsible motorist. Bodily injury end property demage
insurence will proteot the insured motorists assets from claims by others.
If the automobile is protected eagainst collision the demage will be peaid
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by this coverage, except for whetever smount of this protection he has
decided %o cerry himself in the form of & deductible. Normelly this would
be §50 or $100 which the insured had predetermined that he eould afford.
The prudent individual can also proteot his family and guests by carrying
mediocal payments insurence on his automobile, It is available up %o o
$6,000 limit for eech person. It protects the insured end members of his
femily in any automobile that they mey borrow or ride in, and as a
pedestrien. In addition, hospital, medieal or accident end health
insurence mey be awvailable to the insured through & group plan where he
works, or through individual policies.

In the event of deeth, instead of injury the full limits of medical
payments cowmo would be peid. The driver mey also cerry death and dise
eability coverage incorporated in his automobile insurence policy. This
is available to up & limit of $10,000. His life insurence would also be
paid. If double indemnity is carried the life insurance mey be peid double
the fece smounts These protections are carried by the prudent motorist
against all of the hezards of the roed, including the possibility of loss
caused by & financially irresponsible motorist. These various coverages
pay the insured regardless of the question of fault, or the nature of the
accident.

If the motorist carries these self protections, the fact thet the other
driver is uninsured deprives him only of finencial recovery for disebility
in excess of his own protection or the intengible loss of pain end suffere
inge In other words his recovery has been limited to the amount of his

protection, which is almost entirely & class of demeges oalled “special



demeges."” However, the individual may now cover gemeral and speciel
demeges if he carries specific protection against loss caused by an unine
sured motorist who is at fault.

Although this protection is relatively new in Oregon (November 1956)
it is being epplied at & rate whioch indicates that about 50% of poliey-
holders are now covered by this endorsement. This estimate is based on
the author's personal interviews with the leading eutomobile insurence
writers in Oregon (Oregon Automobile Insurance Co., Fermers Inter-Insurence
Exchenge, State Ferm Mutual Insurence Co., Allstate Insurance Co., and
General Casuelty Coe)e

It is also significent to oconsider thet the verious insurance pro-
teotions disoussed above cover the insured end his family eny where in the
continent of North Americe and t'gu.ut loss by finencially irresponsible
motorists in Oregon end other states, whose finenciel responsibility cemn
not be controlled by Oregon lew,

legislative reports from such states as Oregon, Massachusetts, New
York, New Jersey, Californie, and Michigen, essume thet & great social
problem exists beceuse of the finaneially irresponsible motorist. This
assumption mey be attributed to e philosophy of govermmental essumption of
risk sccompanied by inedequate publiecity end an inadequeate understending
of the problem itselfs To be explicit panacets heave been advanced before
the problem hes been defined. The Governor of Oregon recently stated,
"During the short time (since Jamuery 14, 1957) thet my administretion has
been in office, we heve been litterly thousands of pitiful instences of
innocent persons being meimed or killed or their property destroyed by
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finencially irresponsible motoristse This is a terrible social problem
in Mgono"l The Californie legislative committee also made the following
opening lﬁ“ﬂnt in their report, "A great social problem is posed by the
ineressing injuries %o persons and property ceused by the vehicles whose
owners are uneble %o meke payment for the injuries caused."?

If proper snalysis ocan be mede of date whiohsre significent, relevent
and unbiased, the problem of the financielly irresponsible motorist need
not be veiled with gemeral sweeping oconclusions, which presuppese thet a
problem does exist of the megnitude that requires further sction by the
stete.

The need for future legislation contemplates the existence of a soeciel
problem, and also assumes that the state hes an obligetion to eliminate
the problem by meking sure thet everyone who drives is finencially
responsible. The author feels thet in view of the evidence presented there
appears to be no substantiel ground for the assumption that & serious
soeial problem exists as respeots the fineanoially irresponsible motorist
in Oregon.

Those who wish %o indemnify the vietim through some plan which
"oloses the gap,™ have as their philosophy the govermmental assumptions
of the hazerds of life. There has been greater acceptence of this philos~

ophy in recent years. This is evidenced by goverrnment subsidies, loans and

ljohnson, Jemes, "Compulsory Insurence Study,” (Sesketchewen, 1958), p. 1.
Zgalifornia, Senste Committee on Vehicles and Aireraft, pe 5.



various guarantees in meny fields of endeavor.

Perhaps we are coming to an era where this cannot be avoided. However,
there still abides in the Americen philosophy the principle thet en individual
is responsible for his own wrongs end his own personal economic misfortunes,
These are his burdens, not the burdens of organized society. This ocan end
should hold true as long @s the hardships created by these risks (ineluding
the wninsured motorist risk) cen be shifted volunterily from the individual
to & group through & system of private insurence.

The objeotives of the solution advenced in this chapter will be to
make the motorist in Oregon tinm#iully responsibles From the various
solutions advancved in this report it appeers thet the financial responsie-
bility lew is the most effective way to achieve a high percentege of
finencially responsible motorists in Oregon becouse:

1. The problem of the finanscially irresponsible motorist in Oregon

is small,

2. The statute hes met with e high degree of success, beceuse 97%

of motorists ere financially responsible.

3« It appears that only a smell percentage of motorists ere not

finencially responsible and legally lisble.

4. It may be possible to use the existing statutes as a fremework

and add provisions aimed at the three per cent who ere not
finanoially responsible. This would have several adventeges:

& Existing personnel and depertments could be retained.

be Existing financial responsibility statutes have been success-

ful end before they are discarded for untried penacees it may
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be well to reappraise the lew in the light of the problem today,
and pass emendments %o olose this gap if it is deemed necessary.
0+ The present lew if kept may result in e seving of time and money
over compulsory insurence, unsatisfied judgment funds and
eompensation plans.
6+ There is no guarentee that any other solution could schieve &s high
a percentege of financially responible moborists. For exsmple: In
New Jersey ebout 937 of automobiles are insured under the Unsetisfied
Judgment Fund Aet." New York recognized thet compulsory insurence
did not solve the prohlem. In New York 96.6% of motorists involved
in accidents prior to the passage of compulsory insurance, were
insured. Todey it is unknown how meny ere insured as records such ag
this are no longer kepts® However, the state officials felt thet
compulsory insurance was inadequate and not effective in meeting:
its objective. This is evidenced by the faet that the governor of
NWew York requested and received legisleation %o solve the problem. On
Januery 1, 1988, legislation was passed emending the compulsory statute
thet hed the seme effect @s an unsatisfied judgment fund and impound=
ment provision.® The Massachusetts commissioner of insurance in 1956
requested mt the insurence industry provide uninsured motorists

13”!‘19&, ope oitie, pe 4e

Zurphy, Rey, "The Case Against Compulsory Autemobile Lisbility Insurence,”
on eddress delivered at the Clevelend Amnnuel Insurence Day, (Cleveland,
1968), p. 10-11,

New York Legislitive Dooument Nos. 2,3534 (January 8, 1958).
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coverage becouse at lemst 15,000 uninsured motorists (1% of registered

vehicles) were on the highways in Massachusetts. Messachusetts has

hed a compulsory insurence type lew since 1927.

The eompensation plen may be expensive to operate in Orogon, end it is
extremely doubtful that such & chenge in social and legal precedents would
be tolerated at this time.l

83_“_0_““ Amendments j_:_g the meu}‘
Responsibility Aok

Should it be necessary to enect amendments to the financial responsi-
bility statube, they should be proposed in good faith and with the purpose
of strengthening the probabilities of obtaining the objectives of the act.

Misdemeanor and Inpmdnnt

Some states meke it a misdemeanor to be involved in an agcident end be
unable to give evidence of financial responsibility, for the current sccident.
This idea goes one step further then the security type law, in that the
motorist hes committed & misdemeanor by being a finaneially irresponsible
motorist. Should the motorist fail to comply with this statute, his drive
ing priv&hgu ere suspended, and the sutemobile is immediately impounded.
Impoundment laws appeer to offer & method of exercising some control over
the non-resident finaneially irresponsible motorist, perticulerly if the
traveler is made aware of the statute end its penalties. The tourist trade

1!1111:, 22- _0_%!0. Pe 220227,



ranks high in Oregon's economy. In 1957 5.5% of the motorists involved

in accidents were noneresidents end 21% of the economic loss discussed in
Part One involved out~of-state motorists who were not finanoially
responsible. Mexico, three Canedien provinces, Californie, and New York
have passed impoundment provisions. The objective of & misdemeanor
impoundment set would be to inorease the number of finencially responsible
motorists. The only individuals who would be affected would be those

uneble %o prove finenciel responsibility et the time of en sccident.

The cost of administretion is unknown. However, the finemeially irresponsi-

ble motorist should be assessed as much of the cost as possible.

Enforcement _g_g_ Sus gpmtoal

~ The present finencisl responsibility law provides for suspension of
driving privileges of the finenecially irresponsible motorist. The power
of the stete to take this ection sots as & compelling influence for the
motorist %o be insured or otherwise prove finaneiel responsibility. How=
ever, some motorists do not insure, end part of these have their privileges
suspended for failure to prove financiel responsibility.

There is evidence that some of the motorists who have been suspended
have ignored the suspension order and have continued to drive. Such dise
regard for the law should be treated as & serious offense, if the finenoial
responsibility statute is to be effective. The financially irresponsible
individual mey htvy little regard for the finaneiel responsibility statute
if he lknows thet little or no action will be taken if he disregerds the law,



The present law leaves the penalty up to the court, subject to a
meximum fine of $500 or 90 deys in jeil, or both. However, in the 75
ceses involving those who were convicted of driving while suspended in
this study the majority received pemslties under $100.

If suspension orders are to be obeyed, penalties must be severe
enough %o influence 6onfou1ty with the lew. The general feeling of the
euthorities in cherge of the finenciel responsibility division is that the
penalties imposed ere not commensurete to the loss of driving privilo;n.z
One motorist whose driving privileges were suspended, end had been con=
vioted of driving during the suspension period, replied, when asked why he
hed ignored the order, "I meed my cer to earn & living. It is cheaper for
me %o drive and pey the fine then it is to discontinue driving."®

The officiels of the motor vehicle depertment think thet too few
courts understend the seriousness of this disregard for the law, otherwise
higher penalties would probebly be imposed by the sourts. A proposed
compulsory insurence bill expresses the opinion of the motor vehicle
depertment, in Seotion 52(4), where it states: "The violation of Section
(36) (Driving while privileges are suspended) of this ot is punishable
upon convistion by fine of not less than $100 nor more then $1,000, or by

10: the 104 ceses involving irresponsible motorists (Table C:) 62 oases
received fines less than $100.

2prom en interview with Ken Johnson and lLoren Kremer, June, 1958, Salem,
Oregon.

Srbid.



imprisomment in the county jail for not less than thirty days, nor more
then one year, or by both." The only individual this type of law would
affect is the financially irresponsible motorist, and no additional ocost
should be involved in administering this type of legislation.

Other Amendments

An smendment to the motor wvehicle code whioh would require an owner
of & vehicle 2lso to possess & valid operator's permit ocould possibly
heve some control over the unlicensed driver, ineluding the operators
whose privileges have been temporerily revoked.

The effect of such & provision would be to prevent an unlicensed
person from owning an eutomobile without & valid registration certificate.
The depertment of motor wvehicles hes in use now & procedure similer to the
suggested amendment, but to be effective the plen should be embodied in a
statute, and procedure and policy made an estual part of the motor wehicle
codes

The officials of the motor vehicle depertment are not the only ones
to recoguize the merits such & plen may have, The legislative conmittee
in Michigan hes proposed & similer smendment to their motor vehiocle ecode
which includes revocation of motor vehicle registration for the balance of
the license period &s a penalty for those who allow an unlicensed person
to operate & vehiole.® The edministration costs of this type of plan are
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unknown. However, it is being practiced %o & certain degree at the present
time and if costs are not prohibitive passage of this type law could
possibly reduce the number of unlicensed drivers on the highways of Oregon.

The above suggestions have as their objective the closing of the gap
between those who ere able to prove financiel responsibility and those who
are finencielly irresponsible.

Regardless of the type of plan used, to be effective it must be
communiceted to the publice This is an aree where little has been done in
the past by the state egencies. This study has utilized the date that
have been kept by the department of motor vehicles, Salem, Oregon. However,
the date has been limited becsuse information regarding the economio loss
has not been kept for more then one year. It is hoped that this paper
will stimulate enough interest so that adequate fects may be recorded in
order thet the problem of the financially irresponsible motorist mey be
academicelly defined. The author would suggest thet et leest the following
date be ocompiled. ‘

l. Number of automobiles involved in eccidents.

2+ The number of motorists invelved in accidents who fail to comply

with the financial responsibility statute.

S¢ That an analysis of cases suspended for seourity reasons be made.

4, The number of oubt-of-state motorists who are finaneially

irresponsibles

5« The smount of evaluated demages whioh result from finencially

irresponsible motorists.
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This list is not exheustive, but is set forth only es & guide, for deta
which the author considers %o be necessary to define the problem.

The writer feels that with adequate insursnce protection available
end effective regulation, such as the present stetutes, end such emend-
ments &s are necessary, and & public which is well informed as to what
their rights and duties are under the law, the problem of the uninsured
motorist who is not finaneially responsible will be kept within tolerable
linmits.






CHAPTER XI
CONCLUSIONS

To summerige, this paper has shown:

1.

The depth end scope of the uninsured motorists problem in Oregon

by:

8. The number of uninsured motorists who are not finaneielly
responsible. These numbered 3,582 in 1857.

be The size of the economic loss, subjeot toA some limitetions.
The economic loss for the period 9~1-57 to 8+351+58 wes
$287,992.,80. An enalysis of each case invelving economie
loss rewvealed thet 204 of the dollar emount of demages were
settled after suspension orders were issued, and thet 21%
of the amount of economic loss involved none-resident motor
ists who did not prove to be financially responsible.

It appears that 91% of the wehicles involved in acecidents in 1967

were covered by sutomobile liability insurence, with 6% proving

fineneial responsibility in some other way by making deposits,

filing releeses, or making settlement agreements.

Thet 3% of the motorists involved in accidents in 1957 were not

able to prove finaneial responsibility, when requested %o do so

by the Department of Finanecial Responsibility Division of the

Motor Vehiole Department.



4.

6o

6e

Te

10.

Since wvehicle ssccident reports are not aveilable to the publie,

or the author, only an estimate could be mede as to the percentage
of financially irresponsible mobtorists yho also were legally
obligeted to compensete the demaged partye. This estimate indiocates
that the nugber of legally liable financially irresponsible motor=
ists may be one %o three per cent of the motorists involved in
agoidents.

The economic loss does not appear %o be large when compared %o

(1) personal ineome, (2) insured losses, end (8) civilien labor
force in Oregon.

The amount of demeges involving the finaneially irresponsible
motorist eppear to be less then $260 in 56% of the cases studied.
The smount of personal injury demages are 22% of the economiec loss.
Therefore it appears that the majority of claims are for property
demage. Adequate meeans are ourrently available for covering the
property demege loss.

A survey of various panscees to the solution of this problem
indicates that (1) the objeotives of the solutions very, and

(2) they all appear to have weaknesses and shorteomings.

It appears that the present safety finencisl responsibility set

is effective when viewed within its objectives (97% of motorists
prove %o be finanoially responsible). However, it may be possible
%o strengthen the law by smendment if necessary.

The public needs to be informed of their rights and duties under

eny solution.
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12,

100

Regardless of the solution advenced it appears that there may be
an irreducible minimum of loss ceused by uninsured motorists

and that no plen yet advanced hes been 1007 effeotive.

Further research is necessary in order to (a) justify any mejor
change in the present system, and (b) provide representetive data
which will validate & conolusion.
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APPENDIX

Mothods Used in This Study

The method used in analyzing the size of the economic monetery loss
in Oregon was done on an individual csse file bssis.

Each file conbtained the date of sscident, owner of the aubomobile,
driver of the automobile, smount of eveluated demages, suspension orders
to the state police, address of the motorist, if lkmown, driving record,
and miscellaneous correspondence.

The out=~of-state motorists were determined by the address given in
the file. The clessification "Unable to locate"wes determined by (1) the
written memorandum from the state police officer indicsting that the party
in question could not be found, (2) notetions in the file that no record
of such an address wes known, end (3) records revealed that the perty had
moved end left no forwarding address. This classification eppeered o
heve & substantial number of unlicensed drivers in its renks.

Minors were determined from the driving record which indicated the
age of the motorist.

The motorist who ignored the suspension order, or who &ppeared to be
irresponsible was determined from the scocident and convietion record
oontained in the driving record. Driving records wers not availsble on
out=of=-gtate or unlicensed motorists.
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Judgment proof motorists ocould only be clessified as such when
overwhelming evidence indiocated their inability %o pay for the dameges.
Such evidence often was (1) & letter from the demeged party to the
offect that the uninsured motorist was not able to pay, (2) judgments
which remained unsatisfied.

Miscelleneous is for all cases not in one of the other categories.

The doller amount of eveluated demeges wes recorded from esch cese
end clessified as to one of the above categories.

The demeges were also recorded as to property damege other than
vehicle, motor vehicle, and personal injury.

The summary of the daily record of the Department of Financial
Responsibility is shown below, &s Table A, Table l«B was derived from
this summery with the exception of the number of motor vehicle registrations
which was taken from below.

Teble C reveals how the irresponsible motorist was classified by the
author (1) on the basis of the motorists driving record, (2) on the

conviction of driving while licenses were suspended.
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TABLE A
SUMMARY OF THE DAILY RECORD OF THE DEPARTMENT OF

FINANCIAL RESPONSIBILITY
1962 TO 6-30-58

W

1952 1963 1954 1966 1966 1967 6~30~68

Total Nos. Vehiocles
Involved in Accidents 117,140 128,466 100,537 121,183 128,001 108,801 47,746

Noe. of Vehicles Have
ing Insurance 96,226 91,841 74,607 93,603 106,688 99,906 46,386

No. of Vehicles not
Heving Insurence - 21,914 356,627 25,930 27,680 22,329 10,096 3,360

Percent of Vehicles
Insured 82% 72% 75% 7% 8% 91% 94%

Motor Vehicle Regis~

trations Suspended for

Failure to give Evidence

of Financial Responsi-

bility, Deposit Security,

or File a Release or

Settlement Agreement 13,336 11,407 12,748 12,884 17,144 14,897 6,524

Motor Vehicle Registra-

tions Reinstated Because

of Proof of FeR., Deposit

Made, or Release filed

or Settlement Made 6,141 4,663 5,091 6,163 10,642 11,616 6,066

Noe. of Motor Vehiole
Registrations Remaining
Suspended 7,214 6,744 6,667 6,231 6,602 35,382 1,459

Failure to Report
Accident 94 29 0 2 5 0 0

Suspended for hit and
run, Neg. Homieide,
stolen auto., eto. 1 2 25 35 53 30 9

Source: Depertment of Motor Vehicles, Salem, Oregon.
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TABLE B
MOTOR VEHICLE REGISTRATIONS

Passenger iﬁ

Yeer Vehicles Buses Trucks Trailers*  lMotoreyeles istrations
1940 368,539 692 38,749 1,833 399,813
1960 625,084 3,010 83,698 6,733 718,420
19561 621,149 5,357 88,191 6,081 718,728
1962 638,749 1,619 86,077 5,822 752,627
1963 665,494 1,686 89,986 5,440 762,608
1965 787,745 1,488 78,524 5,427 828,184
1966 726,649 1,632 68,973 30,699 5,306 832,128
1967 746,868 1,422 71,283 33,942 5,626 869,031

sHeavy treailer and trailer coach registrations lnolndcd in truck
registrations prior to 1966

Source: Department of Motor Vehicles, Salem, Oregon.
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TARLE C

MOTORISTS WHO IGNORED SUSPENSION OF LICENSE ORDERS OR
APPEARED TO BE IRRESPONSIBLE DUE TO DRIVING RECORDS

Suspended License 20 Uninsured Drivers
o i Tor telrared

L]
Convioted Drivers Accidents Convietions
1 29 1. 13 4
2. 18 30
2 18 3e 17 40
B ™ 17 4
3 16 Be 7 14
Ge 17 18
4 11 Te 8 10
8. 9 18
5 5 9 18 4
10. 20 6
8 3 11. 17 14
12, 6 20
7 2 13. 35 15
14, 11 3
15. 11 13
16. 6 16
17. 7 2l
18. 16 8
19. 20 6
20. 8 9
TOTAL: 84 Drivers 20 Drivers

TOTAL IRRESPONSIELE DRIVERS: 84 % 20 = 104

Source: Department of Motor Vehicles, Salem, Oregon.








