


Introduced: 4/9/86
Referred: Labor & Commerce
and Judiciary

BY THE L ABOR AND
1 IN THE H O US E  COMMERCE COMMITTEE

2 HOUSE JOINT RESOLUTION NO. 73

3 IN THE LEGISLATURE OF THE STATE O F  ALA S K A

4 FOURTEENTH LEGISLATURE - SECOND SESSION

5 Relating to n a tional regulation of the

6 insurance industry.

7 BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:

8 WHEREAS the business of insurance is conducted on a national basis

9 affecting national as well as state interests; and

10 WHEREAS the recent national insurance crisis demonstrates the need for

11 strong and effective regulation of the i n s u r a n c ! industry; and

12 WHEREAS the insurance industry presently is primarily, if not exclu-

13 sively, regulated by the laws of individual states so that insurance com-

14 panies that conduct business in more than one state must comply, not only 

lb with different statutes governing similar activities, but also with varying

16 degrees of enforcement of insurance statutes from state to state; and

17 WHEREAS 15 U.S.C. 1011-1015 (the M c Ca r r an-Ferguson Act) generally

18 exempts the business of insurance from federal law w h e r e , r e g ul a t e d  by state

19 ja w ;and specifically exempts the business of insurance from the federal

20 antitrust laws to the extent that the business of insurance is regulated by

21 state law; and

22 WHEREAS the McCarran-Ferg 'son Act does not d e f i n e  what constitutes

23 state regulation, and some courts have interpreted this requirement to

24 permit exemption from federal law, whether or not the state law governing 

25- insurance was enforced effectively or at all; and

26 WHEREAS state deregulation of insurance, inc l u d in g  deregulation of

27 rates, has negated ..he basic reason for exempting the business of insurance

from federal antitrust laws; and

29 WHEREAS no state has the capability to control adequately the
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1 practices of n a t i o n a l  and international insurance c o m p a n i e s ,  particularly

2 reinsurance c

4 in markets for c o m m e r c ia l  and professional liability i n s u r a n c e  have led to

5 disastrous e c o n o m i c  and social consequences, both for t h e  insurance indus-

6 try and the p u bl i c ;

8 the United S t a t e s  Congress to repeal 15 U.S.C. 1 0 1 1 - 1 0 1 5  (the McCarran-

9 Ferguson Act), to adopt the statutes necessary to r e g u l a t e  effectively the

10 management and m a r k e t  practices of the insurance i n d ustry, and to establish

11 federal reinsurance programs for those businesses and p r o f e s s i o n s  unable to

12 obtain or aff o r d  liability insurance.

13 COFIES of thi s  resolution shall be sent to the Honorable Ronald

14 Reagan, President of the United States; the Honorable G e o r g e  Bush, Vice-

15 President of the U n i t e d  States and President of the U.S. Senate; the Honor-

16 able Thomas P. O ' N e i l l ,  Jr., Speaker of the U.S. House o f  Representatives;

17 and to the H o n o r a b l e  Ted Stevens and the Honorable F r a n k  Murkowski, U.S.

18 Senators, and t h e  Honorable Don Young, U.S. Representative members of the

19 Alaska d elegation in Congress.

3 WHEREAS property

7 BE IT R E S O L V E D  that the Alaska State Legislature r e s p e c t f u l l y  requests
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Labor and Commerce Committee

TO: Members H o u s e  L a b o r  & C o m m e r c e  ,j 
FR: Sid B i l l i n g s l e a ,  C o m m i t t e e  A> ie /J'. 
DT: 4/16/86
RE: B a c k g r o u n d  H J R  72

H J R  73 is a m o d i f i e d  v e r s i o n  of H J M  29 from t h e  
W a s h i n g t o n  S t a t e  H o u s e  C o m m i t t e e  on F i n a n c i a l  
I n s t i t u t i o n s  a n d  I n s u r a n c e ,  T h e  r e s o l u t i o n  r e q u e s '  
federal r e g u l a t i o n  of  i n s u r a n c e .

Background: I n  19 4 5  C o n g r e s s  a d o p t e d  the
M c C a r r a n - F e r g u s o n  Act. T h e  a c t  g r a n t e d  a p a r t i a l  
e x e m p t i o n  f r o m  t h e  f e d e r a l  a n t i - t r u s t  laws t o  t h e  
"business of i n s u r a n c e . "  T h e  a c t  also p r o v i d e s  t h a t  
insurance is s u b j e c t  to  s t a t e  l a w  and no f e d e r a l  l a w  w i l l  
s u p e r s e d e  a s t a t e  i n s u r a n c e  lav; u n l e s s  the f e d e r a l  l a w  
s p e c i f i c a l l y  r e l a t e s  t o  i n s u r a n c e .

U n d e r  the act, t h e  b u s i n e s s  of insur a n c e  is s u b j e c t  to  
t h e  Federal T r a d e  C o m m i s s i o n  A c t  "to the e x t e n t  t h a t  s u c h  
b u s i n e s s  is n o t  r e g u l a t e d  b y  s t a t e  law." C r i t i c s  h a v e  
a r g u e d  that " r e g u l a t e d  b y  s t a t e  law" for p u r p o s e s  o f  t h e  
e x e m p t i o n  s h o u l d  m e a n  m o r e  t h a n  m e r e  e x i s t e n c e  o f  a 
statute, t h a t  s t a t e  r e g u l a t i o n  h a s  to meet s o m e  s t a n d a r d  
o f  e f f e c t i v e n e s s .  I n  g e n e r a l ,  however, the e x i s t e n c e  of 
a statutory s c h e m e  of r e g u l a t i o n ,  w h e t h e r  o r  n o t  t h e y ' r e  
e n f o r c e d  or i m p l e m e n t e d ,  is s u f f i c i e n t  to p r e c l u d e  
a p p l i c a t i o n  o f  t h e  f e d e r a l  t r a d e  laws r e g a r d i n g  
insurance.

Summary: C o n g r e s s  is r e q u e s t e d  t o  repeal t h e
M c C a r r a n - F e r g u s o n  Act, a d o p t  all n e c e s s a r y  statnt.es t o  
r e g u l a t e  the b u s i n e s s  of i n s u r a n c e  e f f e c t i v e l y  ai.d to  
e s t a b l i s h  f e d e r a l  r e i n s u r a n c e  for l i a b l i l i t y  i n s u r a n c e .

Phone: 
(907) 465-3892
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G o v e r n m e n t  N e w ,

Antitrust law needs to be modernis
Sen F r u ik  M urkowski has 

endorsed th i Reagan Admin 
istrotionpropi sal to modernize 
Antitrust law i s a needed vehi­
cle to strong ,hen Am erican 
com petitivcn'ss in the inter- 
n n t io i,;' "-ode arena.

"W ith the dram atic changes 
in the world market there's lit­
tle doubt that these amend­
ments are needed to enhance 
U .S . com petitiveness in the 
international trade spectrum."
Murkowski said.

"T h e  U .S . economy hns

• Penney
Cont inued from Page 2(1

eight fold in the 1990s with the 
termination of Chugach Elect­
ric  Association's low gas con­
tracts for its  Anchorage con­
sumers.

There's also no question thnt 
hydro plants are fa r more effi­
cient (90 percent or betterl than 
eithernatural gas or coal-based 
energy un its (25-35 percent 
efficient y nt best).

Hydro plnntsnlsn Inst longer 
— by n century or more. A gas 
turbine mny Inst 25 years, and 
o'- coal-fired steam plant 40 
years.

Potentinl environmental and 
pollution hazards also makes 
coal a very unnttruflivi-opiina. 
despitenbundant Alnsknnconl 
reserves.

Over a '00-yenr period, for 
exnmple. more material would 
be excavated in coal mining 
than would fill 27 Susitnn D. a 
projects. F ly  ash nlnno from 
cllul burning would total 45.4 
million tons, enough to equal, 
in volume, seven Susitnn pro 
jecls.

And if  1.000 megawatts of 
conl fired p lants were permit­
ted within the Anchnragc-Coak 
Inlet Region, the pollutants 
introduced into the n ir would 
renrh or exceed the federal 
E n v iro n m e n ta l Protection 
Agency’s saturation point.says 
Beau H rn w n fic ld  regional 
manager for Acres American 
Inc. an engineering firm .

Many utility  ana lysts  also 
are concerned about the in­
creasing amount of carbon 
d io x id e  le v e ls  in  the at­
mosphere. such ns thnt emit­
ted by coal plants, w ill trigger 
even more expensive regula­
tions.

"Why build coal power plants 
that w ill like ly  have future res­
trictions on their operations in 
20-30 years?" asks Tom S ln l r. 
general manager of the Anchn- 
rageM unicipal Light and Pow­
er Department. "With conl there 
is going to be pollution prob­
lems. So why not opt for hydro 
power where you won’t huv 
those problems?"

Th at's  not to say that ve 
cannot use coal or nnlural r.os 
to supplem ent our energv 
needs. We can. and we will

But. I believe that our prin-
- r . .. I - -

changed s ig n ifican tly  from the 
time Am erican antitrust laws 
were first enacted nt the turn 
of the century. I ngree w ith the 
Administration thnt American 
business needs predictability 
in our merger and trade poli­
cies. Our in d u strie s  can't suc­
cessfully compete nbrond if  
they are uncerta in  about our 
domestic an titru s t law ."

Murkowski noted that the 
United States is  experiencing 
a new surge o f imports flood­
ing intoour m arket, with nearly 
75 percent o f Am erican pro­
ducts now fac in g  foreign com­
petition.

The 1985 trade deficit of 
SI 48 5 billion was the largest 
in history, h r nddcd. " In  the 
last 70 years we've seen a fun­
dam ental change in world 
trade. It's  no longer just the 
United States dealing with 
several sm nllrr trade partners. 
Many of these nations have 
sjnced emerged as equal or 
larger players in the world 
market. I f  we don't adjust now, 
there's a very strong likelihood 
we'll be left in the wayside."

of Section 7 of the C layton Act 
to permit mergers of firm s 
unless there is  "s ig n ifican t 
probability" that h igher prices 
would result;

The sign ificant sections of 
the five proposals indude:

• Tightening the language

U .S  antitrust 
tionnlcomme: 
ingthcapplic- 
law subject tc 
nbleness.

• Amending Sections 201 to 
203 of the Trade A c t of 1974 to 
exempt for a lim ited period of 
lime me vers and acquisitions 
in indu Vries seriously injured 
by foreign import:

• Changing an titrust dam­
age awards to give treble dam­
ages only for the most serious 
antitrust vio lations such as 
price fixing:

• Lim iting the npplicnrion of

"C urren tly  
mergers that 
wise legal if  ■ 
dapan. Kore 
En g lan d ," 5'

“As a result, 
n reatad isad ’ 
when compu 
Hyundai. Ho 
lever. Moderr 
antitrust low 
this impedimi
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A.'hough you may never see me. you know w
you good service. My personal goal Is to |

bags from the plane to you within 10 minutes. Ma 
I make it. Sometimes it’s close, but I'm alway 
my best."

minutes 
and 45 seconds! 

M y personal

"If good service is asimportant to you i 
us, fly with our airline. MarkAir. VS 
every part of your flight is important, I 
ticket counter to the baggage terr.iii 
we're all trying to give you our person.

MarkAir. Our Service Shows We Care

best.”
Call your travel agent or MarkAir toda< 
In Anchorage 285-6275 
In Alaska (800) 878-0800
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