
Governors Support State 
Regulation of Insurance !

PIA National is praising a letter sent by the 
National Governors Association (NGA) to the 
U.S. Treasury — which means it is to the 
Obama administration — supporting what it 
calls a “world class” system of insurance 
regulation.  !
Or to be more specific, the state-based system 
the PIA has worked tirelessly to keep intact.  !
PIA National says U.S. Treasury Secretary Jack Lew received the letter from the NGA’s 
Economic Development and Commerce Committee. It was sent in response to the 
Federal Insurance Office (FIO) report on “modernizing” insurance regulation. PIA has 
been very critical of the FIO report.  !
The letter was signed by Governor Robert Bentley, a Republican from Alabama who 
chairs the committee and the vice chair West Virginia Democrat Governor Earl Ray 
Tomblin.  !
In its report the FIO is proposing a dual regulatory system with the federal government 
getting involved in what states are now doing. The governors said they “stand ready” to 
defend and protect the state system. “It is our position that federal laws and regulations 
must not preempt or undermine the strong state-based insurance regulatory system that 
for more than 140-years has protected consumers and safeguarded the capital 
adequacy and solvency of insurers,” the letter said. !
To emphasize this again, the governors called state regulation “world class” and went 
on to explain why they used that terminology to describe the state system. “States have 
developed deep regulatory expertise over the business of insurance, and state 
regulation subjects insurance companies that operate domestically to stringent solvency 
and capital requirements, limits on the nature and extent of investments, and quarterly 
analyses and periodic examinations. Moreover, states have sought to improve speed to 
market for insurance products. Existing state consumer protection, antitrust, and unfair 
trade practice laws also provide necessary tools to help protect consumers and prevent 
anti-competitive conduct within the business of insurance.” !
The governors are critical of criticism that says the industry is dragged down by state 
regulation, and that the current regulatory system limits competition. That is light years 
from the truth the letter said. Consumers benefit from the state system and are not 
harmed by it at all.  !



“We recognize the possibility for federal intervention should states fail to act collectively 
on issues of legitimate concern, but preemption of state regulatory authority must be the 
exception rather than the rule. Governors stand ready to protect state-based insurance 
regulation. The diversity of consumers, financial services products and institutions, 
investors, and local market conditions are currently addressed by state regulators with a 
proven track record,” the letter concluded. !
PIA National Executive Vice President Mike Becker agrees and 
is pleased at the governor’s response. “Our nation’s governors 
are correct: The current state-based system of insurance 
regulation, created and reaffirmed by Congress, is best at 
protecting the interests of insurance consumers, the insurance 
industry and our nation’s economy. The state system is 
effective and efficient. It also serves to safeguard the insurance 
industry against the kind of abuses by the banking and 
securities sectors that led to the 2007-2009 financial crisis.”  !
Becker again lashed out at the FIO report. It suggests the 
current regulator system is antiquated and that it stymies 
competition. “Regulatory modernization is already accomplished through state-based 
organizations like the National Association of Insurance Commissioners (NAIC) and the 
National Conference of Insurance Legislators (NCOIL). Frankly, there is no need for 
federal intervention. The system is not broken, and therefore it does not need to be 
‘fixed.’”  !
The National Association of Insurance Commissioners (NAIC) also welcomed the 
support of the governors. NAIC President and North Dakota Insurance Commissioner 
Adam Hamm said, “My colleagues and I are very appreciative of the support from the 
NGA. Governors understand the importance of creating local solutions tailored to a 
state's individual needs, and their letter affirms what we have known for some time: our 
state-based system of oversight is the strongest approach for creating stable 
marketplaces and protecting consumers in our states.” !
NAIC CEO Sen. Ben Nelson expanded on Hamm’s comments. “Governors know they 
can rely on their state insurance departments to protect citizens locally. As a former 
governor, I know firsthand that consumers are better served by local regulators than 
they ever could be by calling a toll-free number in Washington.”  !
  !


