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Involved in the project are underwriters, claim executives, actuaries, lawyers, =

~  Systems analysts, résearchers ] nowledgeable in ‘sampling techiniques and data
" processing prognammgr‘s.v.Wheﬁ“éom‘ple'tedW‘e‘wﬂ"l be able to present realistic cost
estimates on the Keeton-O’Connell plan, Wegk‘alsofe')‘z‘:péct that we will be able to
provide cost figures on a variety of plans, including those which would go beyond
the Keeton-0’Connell plan and other plans ‘of a more ’limsitéd';‘ﬁaturéa'~'1n addition;
~‘by -modifying or adjusting specific aspects of ‘a given plan, ‘we ‘Wwill be able to
‘measure the cost impact of such changes, Dol T L

s © INDUSTRY RESPONSIBILITY e S

The insurance industry m large measure is the ‘\'admini‘étrétot; of the ‘current, B

‘compensation system, such as it is, ‘and. in ‘this role: must adhere to ‘the legal
. requirements of the law of torts. i ot the industry are

tany of the criticisms

.. traceable to this Taw apd mot -insurance procedures, Tii‘mt;her, -as:a responsible - )
member of the nation’s ‘economicistructure we recognize a duty to provide a. broad .- -

- insurance market in gq manner that will sustain our ability to ‘continue this -

function in an expanding. ‘economy. Responding to this duty has become inereas

~ingly difficult during the past :decade for ithe factors “most directly affecting
_ insurance rates, such as’ hospital and medical care. and automobile damage
- repair costs, have increased at & rate greater than most other elements in. the.
Loconsumer price index, while ‘at the same time the industry ‘has had serious
difficulty in securing hdequate ratelevels, - . S s :

We are confident that'a fair -and objective .;stlidjy aof‘:'thfé é;fﬁrrént‘:'sys;fteiﬁf’ahd' the. L -

attendant administration of the system by the insurance industry will place in
‘proper perspective the ‘any ‘aspectsof this matter. An ,additviﬂn,:.wwe sincerely

hope this study will emphasize the urgency of action programs to manage effec-
_tively the broader problem of the safe transportation of our citizens with dra- i
matic reductionin accidents'and injuries, -~ T LI R e
< 'The Department of ‘Transportation: should ~be able to coerdinate these ap-
_broaches to a sound and efficient. system of compensating victims of automobile

accidents.

. FUND,INSURAN@E Co., San FRANCISCO, CALIF,, e
"My name i Fred H. Merrill. T am Chairman of. the Board of Directors and
Chief Executive Officer. of the Fireman’s Fund Insurance Company ‘and its sub-
sidiaries. During 1967, otir ¢ mpanies wrote nearly £600 1 1lion of premiums, of
Wwhich - approximately $205 ‘million ‘was_ in automobile urance. This is our
largest classification of business,
mium income. T TR e e o ‘ L e
. Let’s begin our discussion of automobile insurance costs with a simple defini-
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ounting for 85 per cent of our annual pre-

tlon of the “product” itself. Automobile insurance provides the means by which

the risk of financial loss ari ng out of the use of ‘a car is transferred from an
individual ‘to a company. For this service, the company «charges a:premivum. In
~ the performance of thig ‘function, the amzomobile"‘in?suraneeﬁéomp-any,fcajn be .
likened to'a conduit. In one -end goes the premium dollar: of ‘policyholders, and
out the other comes some portion of these same dollars to pay:
‘be ‘reasonable to hope, of: course, that: su?ﬁﬁe:i@nt?mone{y ‘would re
. duit to reward the company: fo e vital services it is providing,
- Such has not been the case, TRl S g e
~The driving record of: the motoring ‘public ha
money be put into the conduit to pay for the claim
‘In the process, the: cipita ccompanies have sustained
that ‘exceeded’ premiums’ by the staggering ‘amount of
past ‘ten years. Exhibi “A” shows the record of ‘this $1.1 bi n ,
- lows,and while 1¢ figu s are not yet: available, T strongly doubt that ‘they will

My point is ‘a ng the in'swvaneez;eompanyz'fassume~

~do' very much to j ol Lty
'simple one. ‘The: cost of ha i

our liabilities is directly related’ to the cost of the automob le accidents we

‘. cause, ‘or-are involved in, and because ‘this is 80, we—the mation’s automobile

n.in the con-
nfortunagwl;y, i

equired that more and more -
sts that flow. from its end.
losses and expenses

* ' drivers—largely determine our-own vates. .

- Now let’s ‘go directly to this matter of : w

*outset, it isimportant. that we all have - appreciation forithe tremendou, gra

¢ and sige of the automobilé insurance market and the dighly ompetitive atn
- pherethatexists. - . . Do bW el SR e

claims, It would

‘billion during the
illion underwriting




