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claims under automobile insurance policies and another for life in-
surance policies. In all these cases, the State fund is protecting benefit
rights to the limit of its resources against the broad economic hazard
of insolvency—which would ob\'lously be involved in a program to
insure pension benefits—and even more specifically, the insolvency
of insurance companies. Legislation to establish a ¥ éderal guarantee
fund to ensure payment of claims against insolvent automobile In-
surers, especially the so-called high-risk insurers, is pending in
Concrress

Somewhat farther afield, but still relevant, are the unsatisfied judg-
ment funds in Maryland, \ilchwan North Dakota New Jersey, and
New York (and all the Canadian provinces e\cept Saskatchewan),
established for the purpose of enabling the innocent victims of auto-
mobile accidents to collect on their ad]udlcated claims or judgments
against financially irresponsible motorists.

PRIVATE PROGRAMS

There are two types of commereially written insurance that throw
some light on the feasibility of a pension guaranty fund. The first
is credlt insurance, which is written by a number of nonlife insurance
companies. Under this type of insurance, the insurer promises to
indemnify a business firm for bad debt losses in excess of those con-
sidered (and agreed upon) tc be normal for the firm. The level of
losses deemed to y be normal for the business, and hence not idemnifiable,
is determined by the experience of the firm over a period of past years.
The premium charged for the coverage reflects the Dun & Bradstreet
credit ratings of the insured’s customers. The risk of loss to the insurer
is greatly influenced by the economic climate, a characteristic shared
with the proposed pension guaranty fund. Another common charac-
teristic is that both the ability and willingness of business firms to
meet obligations are involved, although there are legal sanctions asso-
ciated with credit insurance that might not be operative with a pension
guaranty.

The other type of commercial insurance that shouid be considered
is that kind of coverage that goes under the name of suretyship. There
are various forms of suretvshlp coverage, including losses against in-
fidelity of employees, but the most relevant one for present purposes is
that associated with contract or performance bonds. The basic purpose
of a performance bond is to indemnify one party for economic loss sus-
tained by failure of another party to carry out an undertaking in ac-
cordance with the terms of an agreement between the two p‘u’tles A
common example of such an unde1t‘1klnd would be the construction of
a building in accordance with certain spec1ﬁcqt10ns. Another would
be an a(rreement by a parent company to guarantee payment of in-
terest and principal of a bond issue of a subsuh‘\rv The bond is usually
purchased by the party that must perform. If the responsible party
does not perform as required and the insurer (frequently called the
surety) has to indemmify the aggrieved party, the insurer is then en-
titled to move against the def‘lultmcr party mn an attempt to recover
the amount of the loss payment. In other words, this is a type of insur-



