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Assistant to the l>resident for Domestic Policy 
Executive OfficJ of the President 
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Washington, DC 20500 

I 
Dear Bruce: 

, 
Thank y6u for taking so much time out OfYOUT busy schedule to discuss the Auto Choice 

Reform Act witl~ Governor Dukakis. Nancy Perkins and myseJf We would like to work with you 
and others in thd White House to see ifwe can reach agreeu;ent on this legislation which very 
persuasive data indicate would be beneficial to all drivers and to Democratic constituencies in 
particular. I ' 

Whi1e thl fundamental principles ofthe Auto Choice Act are simple -- more consumer 
choice, lower p~miums and better benefits -- the details of the proposal are complicated, Dunng 
our meeting, yo~ and your staff raised a number ofquestions about whether the legislation would 
\.vork to achieve~its ma~y laudable goals. Twenty~seven years ofstate experience with no-fault 
insurance laws h!ave shoWtl us" in key respects. what works and what does not. (be1ieve the Auto 
Choice Reform Act incorporates that experlen'ce into legislation that will achieve its stated goals, 

I 
( have separately provided Sally, Paul and Jonathan with more detailed infonnation on the 

substantive is&1H~S that were raised at the meeting. I-fere, 1would just like to take a rew words to 
address the question you asked about votes in the Senate, While auto insurance reform can be 
viewed as a tort 'refonn issue, the public has always viewed it as a pocketbook issue, In the 
19705, DemOCTllts considered it one of the two most important consumer issues (the other was 
the long~forg()uen idea of a federal Consumer Protection Agency) and that is what attracted the 
support ofthen~Massachusetts Representative Mike Dukakis, thef1~Connecticut State Senator Joe 
Liebemlan, the Carter Administration, Senators Warren Magnuson and Phil Hart and my bosses, 
Representatives:Bob Eckhardt and Lionel Van Deerlin, among many others. hi retrospect, those , 
of us who work¢d all the federal legislation at the time were too paternalistie In focusing on 
increasing benefits while ignoring the f;Jet that authorizing the purchase of more modest benefits 
and, accordingly, lower premiums is critical for many people, particularly the poor, 

, ,, 

Building!on the lessons learned from the prior fedelllllegislative effort and state 
eXllericnce, the Auto Cboice Reform Act allows individuals to choose \\!ilich form of auto 
insurance they wallt and to balance the associated costs and compensation, Because orthe long 
Dcmo~'Tatic hist?ry of SUPllort for this kind ofreform legislation: the support from Senators 
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Moynihan and t;ieberman and Representatives-Moran, Dooley and TOVvns; the fact tbat the bilt 
addresses problems ofkey Democratic const1tuencies~ such as the poor and the e1derly~ the fact 
that it win eliminate biUions Qf dollars ofhe.a1th care fraud and reduce Medicaid and Medicare 
costs; because it has the backing of the Democratic Leadership COimcil, the Brain Injury 
Association, Ma'yor Webb and Commissioner Hightower; and because it has editorial support 
from nine oftbe 20 largest newspapers in the country, including The Washington Post, The New 
York Times and IUSA Today, I believe there is already a strong foundation in place for significant 
Democratic support in both houses. We will, of coursc~ continue to build on this fonndation as 
we prepare for the next Congress, Were the Clinton Administration to SUPI,ort tbe Anto Choice 
Refonn Act, I have no doubt that we could secure the Democratic votes needed in both houses to 
enact this ground~breaking legislation. 

Let me end with a personal note. In my 25 years working for Senate and House 
Democrats, I ne~er worked on a piece oflegislation that would have more demonstrab1e benefits 
for society over a wide range ofpolicy issues·- potential savings to drivers of$35 billion a year; 
a faster system of compensation for all injured people, with better benefits for seriously injured 
persons; redui;ed costs of owning a car so t,hat poor people, among other things, can afford the 
transportation needed to get to the jobs in the suburbs; national health insurance in auto accident 
cases for the 43 :million people who lack health insurance; a more civil society, by ending the 
perverse incentiyes of the liability system for massive fraud; recapturing the more than $4 billion a 
year wasted on health care fraud; and incentives for auto safety, I hope the Administration ""in 
see the enormous benefits of this refonn lind lead the effort to secure these benefits for aU 
motori~'ts throu.@i support for the Auto Choice Reform Act. ,, 

Governor Dukakis, Nancy Perkins and I would be pleased to answer further questions" In 
the meantime, I am enclOSing a few materials for your infonnatioll ~- lists ofeditorial support. 
supporters ofA~t() Choice and my coa1ition's brochure. I Jook forward to working with you and 
others in the ~ite House on this legislation, 

Sincerely, 

Enclosures 

mailto:throu.@i
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Editorial Support for Auto-Choice Legislation 

New Or/calIS Times-Picayune (April /. /996) 

The WashingtJn Post (August 7, 1996) 

The (Ba/timore) Sun (August m, 1996) 

Charles/on Daily Mail (w11 (August J2, J996) 

The Dallas M6rning News (Sep/ember 8, J996, August 28, J997) 

The State (Co/umbia,SC) (Sept, 16, 1996, Feb, 11, 1997, May 27, 1997 andJu/y 8, 1997)
, 
Forbes Magazine (October 7,1996, February 24,1997, August II, 1997) 
The New York;TI';'es (January2}, 1997) 
San Diego Union-Tribune (January 23, 1997) 
USA Today (Jemuory 24, 1997, October 3, 1997, April 17, 1998) 
The New York Post (January 23, 1997) 
The (A Iban)1 Times-Union (January 26, 1997) 
The Weekly Stimdard (January 27, 1997) 
Augusta ChroJicle (GA) (February I, 1997, November 16, 1997) 
The New York Daily News (February 2, 1997) 
Newsday (NY) '(February 13, 1997, September 3, 1998) 
The Detroit News (May II, 1997) 
Las Vegas Review-Journal (June 20, 1997) 
Forth Worth Star-Telegram (June 21, 1997) 
A rizona Tribune (June 27, 1997) 
The Philadelphia Inquirer (April 8, 1997, Jllly 6, 1997) 
Harrlsbl/rg (PA) Patriot & Evening New (July 6, 1997) 
Trel1lon (NJ) Times (July 15, 1997) 
The Des Moin~s Register (JI/ly 31, } 997) 
CII/cinnati EnqUirer (August 3, 1997) 
The HarljardCourant (Allgust 27,1997, March 19,1998, August 13, 1998) 
(Riverside, CAY Press-Telegram (January 21,1998) 
The Florida Times-Union (Jacksonvil/e) (June 17, 1998) 
The Rocky Mountain News (Denver, CO) (May 31, 1998) 
Florida Times-pnian (Jllne 17, 1998) 
Portland Oregonian (JI/ne 29, 1998) 
Nation's BUSiness (Al/gus/1998) 
BaSIOn Globe (September 8, 1998) 
Chicago Daily:Herald (September 17, 1998) 
Denver Pas/ (,September 18, 1998) 



Support for the Auto Choice Reform Act 

Organizations/Key Individuals 
*Coalition for Auto-Insurance Reform 
American Insurance Association , 
American Truc~ing Associations 
Americans for Tax Refonn 
Brain Injury As~ociation 
Jim Brown. President. Wisconsin Conswners League , 
Citizens for a Sound Economy 
Michael Dukakis, former Democratic candidate for President 
AI From, President, Democratic Leadership Council 
HALT -- An Organization of Americans for Legal Reform 
Michael Horowitz, Hudson Institute 
Professor JeffTey O'Connell, University of Virginia Law School 
Robert Quinn, fomler California Insurance Commissioner 
Russ Verney, E~ecutive Director, the Refonn Party 
Andy Tobias, a~thor and consumer activist 
Retired U. S. Representative Lionel Van Deerlin 
U. S. Chamber Of Commerce 

Businesses 
American Tmcking Associations 
Ford 
PACCAR Lensing Corporation 
State Faml 
SYCOM Enterp~ises 
United Parcel Service 
USAA 
United States Cargo Service 
U. S. Chamber of Commerce, 

Governors 
John Engler, Michigan 
Christine Todd Whitman, New Jersey 

Mayors 
Rudy Giuliani, New York City 
Wellington Webb. Denver 

Columnists 
Steve Forbes 
Kathy Kristoff 
Morton Kondracke 
Peter Passell 
Jane Bryant Qui~n 
Robert Samuelson 
Stuart Taylor 

* Includes many: of the businesses. organizations and individuals cited 
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MEMBERSHIP 

The Coalition for Auto-Insurance Reform (CAR) is a coalition ofconsumers and 
businesses dedicated to reform ofthe auto insurance system. Its members include: 

• American Trucking Associations 
• Brain Injury Association 
• .Jim BroWll. I~sident. Wisconsin Consumers League 
• TIle Honorable Michael Dukakis 
• Ford Motor Company 
• John Hayes, consumer activist, Massachusetts 
• HALT -~ An Organization ofAmericans for Legal Reform 
• Professor Jeffrey O'Connell, the father of auto choice 
• PACCAR Leasing Corporation . 
• Robelt Quinn, former California Insurance Commissioner 
• State Fann 
• SYCOM, Enterprises, a New Jersey-based energy conservation company 
• Andy T <"!bias, author and consumer activist 
• United ~tates Cargo Service 
• USAA ' 
• Lionel Van Deerliu, fonner Member of Congress 

PETER KINZLER, PRESIDENT 

Mr. Kinzler served as counsel to Consumer Protection and Finance Snbcnmmittee OftllC 
U.S. House of Representatives during congressional consideration of federal no~fault autnmobHe 
insurance legislation during the 19705. He spent 25 years working for the House and Senate 
before founding CAR. 
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Sponsors of the Auto Choice Reform Act of 1998 

".R. 2021 
Armey (R-TX) , 
Moran (D-VA), 
Bartlett (R-MD) 
Bochner (R-OH) 
Cobum (R-OK) 
Cooksey (R-LA) 
Cox (R-CA) 
Dooley (D-CA) 
Dunn (R-WA) 
Ford (D-TN) , 
Linder (R-GA) , 
Mcintosh (R-IN) 
Miller (R-FL) , 
Northup (R-KY) 
Pappas (R-NJ) . 
Pitts (R-PA) 
Royce (R-CA) 
Saxton (R-NJ) 
Sessions (R-1X) 
Shays (R-CT) 
Towns (D-NY) , 
Weldon (R-FL) 

S.625 
McConnell (R-KY) 
Moynihan (D-NY) 
Lieberman (D-CT) 
Gorton (R-WA) 
Grams (R-MN) 
Allard (R-CO) 
Faircloth (R-NC) 
Hutchison (R-TX) 
Nickles (R-OK)' 
Sessions (R-AL) 

July 22. 1998 
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The Auto Choice Reform Act 


[overview I 
In 1997, a bipartisan group of U.S. senators and representatives introduced the Auto 

Choice Refonn Act, S. 625 (McConnell-Moynihan-Liebennan) and H.R. 2021 (Armey-Moran). 
This legislation could save motorists hundreds of dollars a year on their insurance 
premiums by providing a new personal protection insurance (PPI) option, According to the 
Congressional Joint Economic Committee (JEC), those who choose the PPI option would see 
an average reduction in their insurance bill of $184 per car, per year. If everyone chose this 
option, the JEC estimates the plan could save consumers as much as $35 billion a yeai, 
Over five years, the savings could total S193 billion 

Under the Auto Choice plan, motorists would have a choice between purchasing an 
insurance policy similar to that presently available in their state and the new PPI option. 
Injured motorists who choose the PPI option would be compensated promptly by their own 
Insurer for their med!cal blils and lost wages without having to prove fault The injured 
person could also recover the cost of any medical bills and lost wages beyond the 
coverage of his/her policy from the driver at fault in the accident. The PPI option would 
eliminate suits for pain and suffering. 

The Auto Choice Reform Act promotes federalism, It would offer motorists lit lower 
cost, more effiCient option to existing law. But, if a state does not wish to give its motorists 
this new PPI option, it can pass a law to prevent the Auto Choice Reform Act from going 
into effect Also, the bill would not go into effect in a state if it would not reduce auto 
insurance premiums for personal injury in that state by at least 30 percent for those who 
choose the PPI option. Regulation of insurance would remain in the hands of the states, 

Estimated 
Savings to 
Consumers" 

aftor Enactment 
of Auto Choice "",' . 

'" . 
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lNumber ofpage!J Jnctuding cover shfUit .8 

TO: 	 OFFICE OF DOMESTIC 

POLICY. 

ClO BRUCE,REED 

Phone 202 456 1111 

Fax Phone 2024562461 

Icc: 


REMARKS: 0 Urgent I:!iI For your revlow 

FROM: SANDRA COLELLI 

109 W FORNANCE ST. 

NORRISTOVIIN, PA 
/9401 

Phone 

Fllx Phone 

,;10 279-2144 

';10270-2607 

0 Reply ASAI' I:!iI Please Comment 

attached is a copy of the cancellation notice. Thank you for your time 

" 
, 




__-cA=""R-.=-:;2,.;.9,,"t IUE 07nS6 ~M.M~t-'T HQSP HEART STATION 2713 :ZEid""'? 

NOTice OF CANCELlATION, REFUSAL TO RENEW , OR REFUSAL TO WRITE 
(Pennsylvania) PROOREIJlVP 

MOUNTAIN LAUREL ASSURAHC£ COMpANY 
PO BOX. U8U 
CL!VrLAND OH •• '01 

"'" 
IUlIII,lmllllliuulllluliuIIiIlUII.I.fllllllt.tmfllll 

FRAN( j. COLELLI 
10~ U rORNANCE STREET 
NORRISTOWN P. 1~401 

~"'OFPOL"" ~TO 
POi.\C'I' NO.: _ AA ~~2~H"30-() 
CANCEtlATIOI>i OR EXPlRATION INIlL TAKE EfFECT Ai: 

G5-04-9"b\TfJ 11":01 A,M. tHeliA· SfMlQA.~QH'~1 

CAn; Of' MAr...!."IGASSUANCE:: 04 17-9/ 
ISSUED THROIJ·J~ AGENCY OR OfflCt'i: Ai: 

ClQ~"£I(.I. Ohio 

I,, 

,_",__,_ .PENNSVL.VANIA LAW REQUIRES ,THAT,YOU BE GIVEN A COpy OF THIS NOTICE. 
READ IT CAREFULLY, 

(ApplHabIe ~m marked li1 ) FRAHK 1.I. OllELLI 

You lW: hereby ~lilied ihai the al:lOv& ~ poliCY fit is: beili;) cancelled D WlH not be m~w,oo tI w,lI1101 be written. 

This roo:a~ that \hQ llt'lOVe mentioned policy w~i no !OI'\!)$t be in fOfCQ 00 thO Cb~1 atioo (If Q, Olra6on dat!! ffientio!'l8d abovs. Yow have, 

hl'9lar&, & nYtI,m:;m oj 00 days from tt1& dale of I'l'IaIhng to Qst !'Jew ~agq, QXC"'Pl 15 [!,13 If <;1.Vl{;Q,1aticn or nonrQlllJWll1 i,; due 10 

f'or,pa)lf'i$'1t 01 pt'fJmvm or S'JS~'I Qt 1"Q\'OC$O(l Of yoI.it (I~'~ bn9E' Qt momr whicln ~<!t'illiOn (lU!'''';; tOO porey poriod or 15 days 

II !:hI' nO"~ i$ a refo~ 10 w'ite a new ~iIl~!!Em Nt! 60 d~ Of flO lime Iimi\a\tOfl ilIPpdG ~ if thi$ nclice IS a rarosa! ro write ill.tOrnob'll 

iIlsurance fOrW"lich 8pp!:caton;;a, beoo m$de. 


1M (GaIlCon f()( thiS cal\OOllatKY'l or nonNMWaI or re\JsaJ to 'f,-rile is: 
UNDEAA'RITING REI\SONS/UNACCEPTABLE RISK, A Pi\C'lUR }!ATERIlL TO INSlJEABILITY HAS 
9ro::i'IE KNOWN: A ClAIl-1S INllESTlGATION REIIEi\LEIJ THAT THE :NstJRED'S 1997 PLYM:lIJr!l 
IS USED FOR El'~ SERVICE'S USE. THE NA.'fEI) INSURED :'$ }\ VOLtJl,'l'EE!t nllEl'Wl, 
E!iIERGEOCY ,SERVICE'S USE IS UNACCEPTABLE UNDER THIS ffiC>:;RM, 

: 

I 


eo ;:lay ruia· l~iM date; 04/10/81 

II ~4ai.lc.tt or nCWQfiQWa! is dua to nonpayment of premium, you are MrEbv adliised that lhQ l'mou'Il nf premioJm ove ,,, $ 

0'1 (Dam. when doe) paf8ble \0 , 

.• . II you haW! 

eJready mad~ payment of prefl\iurn dUd (y wi.1 m& payment p(!or to me el!$cM tla19 01 !I'Ii:t Cl!i eellalioo or nonr&newal, please contaCt t'iil 
Compafly or yr:NI Ageru Of Broker lnlmedl61ett. 

YOU HAVE THE RIGHT TO RE;QlJEST THE PENNSYLVANIA INSURANCE COMM SSIONER TO REVlEWTHI$ ACTiON 
BY THE COMPANY. TO 00 THIS, SIGN AND SENO A copy OF THIS "OAM WITHIN 30 !)AYS TO THE 
PENNSYlVANJA INSURANCE COMMrSSIONER AT ONE OF THESE OfFiCeS· 

?9.'lI'lsy/vanta l-:sur8tlC9 Deoatil'fl1OflI F'eMsylll3'flla lI'ISUril'lCS Departr'uml 

'321 S1raWbsry Sql.i3r0 Room 1701 t:tale Off.-oo B~ilding 

H8J<labu'1),?A 17120 1400 Spring ,1arcl6n $tlt;\SI 

Tei,; (117) 787-2317 Phi!.adelphia, I~A 19130 


Tel,; {21S) ~O·2e30 

PIitln~l~~ 

Room 304 S\alIJ Offioe Bl,li~ P~ani3 Insuranee 06jWlmSl"lI 

30() U'bIorty Avenue Room 513 BaldWin BuJditIg 

Pin$bI.Ygh, PA 1522"2 P,O. BOXCH2 
Tat.: (412) 1565-5020 efi&.PA 16~12 

Tel,; lhH) $; '44GB 

• j ~6l.!t trio P6fl(j~yI"ania !n$ur;l,~Q CommWsionet" revio!:w he Ca~cell9tioo 0' nONOf'lewaJ of or~1i rG!v'lQI to writq ~ in&",r<o!lC1f polity. 
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~pril 21.1997 

Office of Domestic Policy 

C/O 'Bruce. Reed 

1600 Pennsylvania Avenue 

Washington.D.C. 20500 


Deat: Mt:. Reed: 

My son is a volunteer Fireman with Fairmont Fi;e dod Re$cu~ 


company: which is located in the borou9h of N)rristo<;Jn,

Montqomery County, pennsylvanta. 


On Saturday, April 19,1997 my son received a :ancellation 
notlca froID Progressive Casualty. Hho is his a:1tollloblle 
insurance provider. Frank was dropped because :1e is a 
'VollJnte~r fi.reman. \ve obtained this insurance in good faith 
and We rlon~t understand how they can discriminlte against him 
like this. The car is not used to QO to the fire scene. 
only to :the firehouse~ How is this unacceptabl? risk? 

Mr. Reed I don't kno\! if you can help me with :his iGstJe, bllt 

any feecJbat:K t:lt all 'Would he Qreatly apprt'~cial~d. 


Sincere~ 

~colelli 
109 H Fot'nance Street •Norristown. PA. .19401 
(610) 279-2144 



Hudson Institute 
Project jor Civil Justice Reform 

:'!knadJ.ll"l'nwill 

March 20, 1997 

Bruce Reed, Assistant to President 
101' Policy Development 

White House 
1600 Pennsylvania Avenue, N. W. 
Washington, D.C. 

Dear Bruce: 

Yesterday'S lEe hearings on auto choice went exceedingly well. 
Christie Whitman gave strong testimony, and the follqw-up panel on which 
I sat also did reasonnbly well. (C-Span covered the hearing, and favorable 
commenl1 have been coming in from a variety of surprising quarters.) 

The revised lEe report on auto choice that I thought would be ready 
" ~ 

today willi not be ready until Monday. I will sent it on at that time and will 
thereafter 'take carC not to add to your in-box. 

I 

I'm , 
I
at your pleasure. 

Sincerely! 

Michael f. Horowitz 

I 
!'.S. Matters are proceeding apace on the educational financing bill, which 
is now sc~edulcd for introduction on April 9. 

I 

lOIS ISEl Street. N.W., Suite 20(), W.:l.;hinswn, DC 2ooJ6 
202-223·9200 • FAX 202-22:·9226 

• 




Testimony of Governor Christine Todd Whitman 

before a hearing of the 


Joint Economic Committee of the United States Congress 

Washington, D.C. 


WednesdaYt March 19. 1997 


Mr. Chairman, Members of the Committee. thank you for inviting me here today, 

I applaud you for holding this important hearing, Asking the states about our 
experienc~ in addressing the high cost of auto insurance illustrate,s the partnersbip that the 
Congress is building with us., As a governor, I welcome that spirit of partnership and 

, ,
cooperation, , 

I 

! 


Mr! Chaianan, let me begin oy stating nvo basic facts about automobile insurance 
in New JerSey,, 

Pir~t, it is mandatory, Every driver in New Jersey is now required to carry a 
minimum $250,000 medical insurance component, as wen as coverage for some lost , 
wages and other out·of~poeket expenses. EAch driver's own policy pays, regardless of 
fault, It doesn't matter who caused the accident; in New Jersey, payment for medical 
bills through auto insurance is guaranteed, 

Second, autGmobiJe insurance rates in New Jersey are the highest in the nation. 
! 

There arc many reasons we hold this distinction. New Jersey is the most densely 
populated state in the nalion, We also have 7&2 cars per square mile, 

New 'Jersey h':ls a high cost of living, which means higher costs for medical 
treatment a~d car repairs after a car accident, 

More than 90 percent of New Jersey drivers choose higher liability limits than the 
law requird. Consumers buy higher coverage to protect assets of higher value thun in 
other areas of the country, 

1 
Those demographics arc unique to New Jersey and arc part of what makes the 

state the WQndcrful, diverse place it is. But those numbers make clear tbat New lersey 
will never have the !mvest car insurance rutes in the country ~- especially given the 
frequency of lawsuits in our state. 

New.Jersey is the most litigious state in the Union. In 1995, we filed 819 lawsuits 
per 100,000 residents, Tbe next state behind us -- Nevada -- had 5 f 2 lawsuits per 
100,000 residents, 



i 

! 
In fact, litigation costs account for mOfl! than $300 of every $1,000 in insurance 

premiums,'while only $190 ofthrtt same $1,000 goes to paying medical bills for the 
injured. ,, 

I h~ve proposed a major rcfonn to New Jcrsey~s auto insurance system which, in 
part, resembles the Auto Choice plan now before Congress. 

My proposal recognizes that the single most important thing car insurance can do 
for a family it} the event of an accident is to pay medical bills, lost wages, and other out
of~pocket expenses promptly and \vithollt regard to fault,

• 
In New Jersey, as I mentioned, insurance is mandatory. But that should not mean 

it can't be affordable and allow consumers to choose the amount of insurance that best 
meets their needs. 

I hive proposed a four~choice' system that wiil allow drivers to keep ~hc insurance 
they have today at a savings, or select from other new, less expensive policy options. 

i , 
Tbe,se innovative options will allow those who do not wish to pay the high cost, 

associated wi1h "pain and suffering" lawsuits to have full access to the courts for any 
economic losses they suffer as victims in an accident, and at the same time enjoy reduced 
rates for agreeing to sue only for economic fosses. and not for non~economlc daims. 

The~first option ~~ the Economic Choice policy ~- wiU provide coverage for 
medical bills up to $250,000, los, wages, and other costs. I'alicyhold." can sue and be 
sued for economic losses, hut agree not to sue or be sued for pain and suffering. 
Consumers'choosing this option could save up to $250 on today's most commonly 
purchased Ncw Jersey policy. 

Our second proposed option -- the Scheduled Benefit policy -- provide::; the same 
bnsic coverage as option onl!. It adds benefits for pain and suffering compensation based 
on a predetennined schedule to be paid by onels own policy, without the need for 
litigation. Consumers choosing this option could save up to 10 percent offtoday's 
,ypical policy, 

, 
The;third option ~- the Serious Injury policy ~- is most similar to our state's 

current "verbal threshold" policy, which limits the ability to sue for pain and suffering to 
a list of serious injuries. This verbal threshold is now chosen by 88 percent ofour 
drivers. My proposal differs from the current policy in that we will impose tighter limits 
on lawsuits,~ allowing suits only for the most serious injuries, 

, 

The fourth option -- the Lawsuit Recovery policy -- is similar to our "zero 
threshold" riolicy, Drivers who choose this option could sue for pain and suffering 
whatever th~ severity of their injury, 

I 

I 


! 
2 
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•
;1 should note here that each of these four pollcy options contains tough sanctions: 

for drunk drivers and illegally uninsured drivers. No matter which policy you choose, if 
you are:hit by a drunk or uninsured driver in New Jersey, you can sue that person for pain 
and suffering. And, even if the drunk or uninsured driver is not the at-fault driver, he or 
she cannot sue for pain and suffering. 

I believe that offering new choices to drivers wiil reduce the cost ofauto 
insurance in :-.few Jersey. But we are doing other things to keep insurance costs do\\'U, 
particularly in the prevention of fraud and abuse, 

. 
We know, for instance, that when insurance companies pay [or unnecessary and 

overused medical treatment, that drives up ins~ce costs for aU drivers. So we have 
enacted u law thut requires: doctors to notify an,insurance company within 21 days that 
they are treating hljuries related to a oir accident. And we have proposed establishing a 
peer review pane! of physicians to examine instances ofquestionable treatment In such 
cases, medical professionals would· now be the ones to determine whether a course of 
treatmen~ is truly necessary . 

In•
• 

addition, we will make sure insurance companies comply with our stale laws 
against insurance fraud by reporting acts of fraud -~ whether they are committed by auto 
body shops, medical profcssionals.lawyel;S, or the drivers themselves. If insurance 
companh~s aUow fraud to go unreponcd, we are proposing to hit them with a $25,000 
penaity f~r each and every violation, 

Given our plan for rcfonn in New Jersey, I am encouraged by the direction the 
Congress has taken in regard to auto insurance legislation. 

Last year's S. 1860 v.'Us a model offede-ralism in that federal law would represent 
the first w~rd, rather than the last word, on the subject New Jersey and every other state 
would be free to modify or even repeal any clement of the bill. ln addition. under 
S, 1860, stutes would have been able to block the law from taking effect if they could 
demonstrate it would not lead to significant savings for their drivers, 

. ! 
Just as my proposal allows drivers ehoice, federal legislation should allow states 

•
the flexibility to address their own unique demographic) economic, and public safety 
concerns. yYhat makes sense for addressing New jersey's crowded roads, busy courts, 
and high cost oftiving might look very different from the right solution for many other 

states. l' 
Mc'Chairman. [ urge {hat this year's version of the Auto Choice bill preserve 

these elements of federolism a!ld allow the states maximum latitude to design insurance 
reforms that will work best lor their citizens, 

Thank you very mucb. 
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JEC Chairman Announces Two Additional Witnesses at 
Tomorrow's Auto Insurance Reform Hearing 

i Michael J. Horowitz and J. Robert Hunter 
I 
I 

WASHINGTON, D.C. -- Joint Economic Committee (JEC) Chairman Jim Saxton 
(R-NJ) announced today that in addition to New Jersey Governor, Christine Whitman, Michael 
J. Horowitz (Senior Fellow and Director for the Project for Civil Justice Reform at the Hudson 
Institute) and J. Robert Hunter (Director oflnsurance. at the Consumer Federation ofAmerica) 

will testify on "Auto [nsurance Reform". Dr. Stephen Carroll (Senior Economist, 
RAND Institute for Civil Justice) and Prores..,r Jeffrey O'Connell (University of Virginia 
School of Law) ~ere also announced as scheduled witnesses last week. , 

I 

The he,riAg will be on Wednesday, March 19th at '10 a.m. in room 2226 Rayburn 
House Office Building. 

The purpose of this hearing. Chairman Saxton said last week "is to examine the problems 
of the current auto·insurance system j the need fbr retorm, and explore the benefits and savings 
to American motorists as a result of this refonn," 

Auto-insurance reform would give drivers more insurance options that would provide 
better service, while reducing premiums and litigation costs. A JEe study detennined that 
drivers could cut their insurance premiums by an average of $223 , year with this reform. 

TOPIC: 	 Auto Insurance Reform 

DATE: 	 Wednesday, March 19th 

TIME: 	 10 a.m. 

ROOM: 	 2226 Rayburn House Office Building 

WITNESSES: 	 eaoell 
Governor Christine Whitman (R-NJ) 
l'anel2 
Michael Horowitz ( Senior Fellow and Director, Project for 
Civil Justice Reform at the Hudson Institute) 
J. Robert Hunter (Director oClnsurance, Consumer Federation 

of America) 

Dr. Stephen Carroll (Senior Economist. RAND Institute for 

Civil Justice) 

Professor Jeffrey O'Connell (University of Virginia School 

of Law) 


I 
G-OI Dirksen Senate Office Building 0 Washing/on, DC 20510 • (202) 224-5/71 F(1X (202) 224-0240 



Hudson Institute 
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:vIarch 18, 1997 

VIA MESSENGER 

Bruce Reed, Assistant to President 
lor Policy Development 

White House 
1600 Pennsylvania Avenue, N.W. 
Washington, D.C. 

Dear Bruce: 

Thanks again for yesterday's meeting. I hope it will prove useful and, 
as to both.topics discussed, a basis for collaboration between the 
Administration and a bipartisan coalition orsenior Members "fCongress. 

I'm also writing to ask you to hold up for a day or so betore 
circulating the drall lEe report 1 gave you yesterday. Come Wednesday 
morning, a linal report will be issued in much improved form thai will 
beller describe the auto choice bill and its benelits. I'll of course send it on 
as soon as I get it. 

Sincerely, 

I 
Michael l. Horowitz 

p,S, I'm also enclosing an anicle re auto choice from the Perot newsletter. 
The article's flattering reference 10 Milch McConnell is a good index of 
Perot's strong support for auto choice. given McConnell's role campaign 
finance reform. 

1015 lSth Street. N,W" Suite 20{), W[l~hinglon, DC 20036 
202·223·9100" FAX 202.223.9226 
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~'AUTO CHOIC'E" 

It's time: for citizen~fi.rs[ legaileforIU 
and consomet~friendly ton reform., 

The rNJO existing political parties have 
long protected' special interests by not 
disturbing tort reform law. Trialle.wyers. 
and big: business are.befri,ended bX 
J)croocnus and Republicans rapectively •. 
while cQuSUrners have been left Without a 
yoi"". In the pas~ Cougx= ~ proposed . 
tOn reform as a fundtaiser for political 
campaigns with no intention of passing 
the legislation. The Consumer has been, 
left out of nIl aueroptS at tort!re~-
until !lOW. ' ' 

Lc.gislacion is being conSi~red that 
!lddi:ess.es auto insurance and. C3tab~ 
a neW method whereby consuroetS have a' 
choice in coverage and the opportunitY' 
for cost-savings, Over the past decade. 
automobile insurance COSts have risen' 
more than twice as fast as !:be COst of 
Hving. causing ~creasing numbers of < 

low-~ Amoriams to drive unlnsured,· 

and therefore ille~y. 


The proposed le.gislation,'resutTect.s 
no-fault- auto insurance with some: u¢,w 
angles, "Auto-choice,"" dCvelo~d by 
Jeffrey O'Conneli of the University of . 
Virginia Law Sch'o~l and Michael 
Borowitz of the Hudson Iostin1te~ would 
require mat 'insurers com~/!.nsate their. 
own poiicyholde.rs for economic losses., 
Auto-choice separates the premium for 
tcO:lOrcic lmes '!rOm pain and suffering 
losses. AlsQ, the automobile insurance 
would be ~rimarlly shifted~to a first': 
party basis, where ,each driver's own 
insumnce pays for his· or he.r damages. 
Those who wish to c~uld mlaint.aiU the 
rieht CD be comp~nsated for pain and 
suffering by purchasing extra coverage 
from insuren, Auother aspe.ct ¢i th<! 
O'Connclt~Horowit2 proposal would 
address contingen....oy fees and cstablish a 
formula for settlemen~ to ensure mote of 
tlte mone.y, rca.ches the vic~ instead of 
the attorneys. : 

According: to a report issued by the 
Joint Economic Co:nmit.tee of Cong.ress. 
the Amo Choice refonn in me'O·Connen.. 
Horowitz proposal wQuld illuDe permit 
:ao;c tll3.:t SAD billion in iluto p:rcmhun 
,;.;,.~'il:r;S, !C-&uldng in 1996 premium 
~educliol!S a\'l';r:H:dn~ $221 nercor, The 

CITIZEN-FIRST LEGAL REFORM 


Re:port estimates that the seven.~yeat 
savings feam this auto r,efonn bill are 37 
percent larger than the'RepubHean's tax 
cut proposw. It .also demonstrates how 
the reform would eliminate billions of 
doUars .in unnecess.ary medleal COSt$ that 
Ihe fraudvJ€;nt incentives in today's auto 
wn Sy5~ now produce. 

-I 

'! 

Sen. Mitch 
MeCoonell 
(R-KY) 
argues this 
is a potential 
CODSUmet savings bill. saying "1bis is a 
tax CUt for tbe middle- class: both 
Republicans and DemocratS want." 

~-+-.... 
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