
 

 

A Push to Reduce the  
Cost of Auto Insurance 

 
Regulators and consumers are always 
complaining about the high cost of insurance. In 
some ways you can make the case the 
complaints are legit. But are they the fault of 
insurance? 
 
The above statement and questions come via 
the study on the affordability of auto insurance now being conducted by the Federal 
Insurance Office (FIO). It just finished the comment stage. 
 
Insurance companies, P&C associations and trade groups, consumers, consumer 
groups, state insurance regulators and the Insurance Information Institute have 
responded. 
 
(PIA would like your thoughts on auto insurance regulations.  Be sure to take our quick poll at 
the bottom of this article.) 

 
The study came about when critics complained that information on insurance gathered 
and distributed each year by the National Association of Insurance Commissioners 
(NAIC) is not adequate. Critics said info from other sources is needed to determine what 
drives the cost of auto insurance and how to make it more affordable.  
 
In its response the NAIC defended state regulators and said studies it has done shows 
these regulators do all they can to keep rates affordable to the poor and to everyone 
else. Regulators work “to ensure that premiums are not excessive, inadequate, or 
unfairly discriminatory, and that insurance companies remain solvent and are able to 
pay policyholder claims.” 
 
The NAIC said its analysts have been unable to determine that discrimination exists. Its 
studies show “concepts of affordability and availability are somewhat subjective and 
vary depending on a number of factors like financial resources, historical norms and 
experience, supply and demand, and expectations for the scope of coverage, among 
others.” 
 
A non-profit group called Vehicles For Change disagrees with the NAIC and said 
insurance costs are a big part of what keeps many poor from purchasing an automobile. 
The group contends that auto insurance companies can base rates on income and 
where an insured lives.   
 
“In these instances, low-income families living in impoverished neighborhoods typically 
pay more for car insurance than wealthier residents with the same driving record,” the 
group said in its comments.  
 



 

 

One of the insurance companies responding is Allstate Insurance. The firm’s VP and 
assistant general council Edward Collins penned the comment to the FIO from his firm. 
He said the best way to reduce auto insurance is to lower the amount of required 
coverage. Some of these requirements make people purchase insurance they don’t 
really need and they are what make it unaffordable to the poor.  
 
And maybe to everyone else.  
 
“Affordability could also be enhanced by attacking some of the factors that drive up 
costs, including fraud and abuse and litigation costs,” Collins said.  
 
The study comment period led to a testy back and forth between the National 
Association of Mutual Insurance Companies (NAMIC) and the Consumer Federation of 
America (CFA).  
 
In its letter NAMIC said the federal government needs to avoid imposing more 
regulations on insurers to make insurance “affordable” to all. “If consumers can choose 
to spend more of their income on alcohol and tobacco, and also more on television sets 
and cable service, than on automobile insurance, it is hard to make the case that it is 
difficult for these consumers to afford automobile insurance.” 
 
It’s a point that got the hackles rising on CFA head J. Robert 
Hunter. “NAMIC has slandered a large majority of low-income 
Americans by implying that they spent more on cigarettes and 
alcohol than on auto insurance when in fact they spent nothing 
at all on these two products. Many households spend nothing 
on these products and this abuse of statistics reveals the 
underlying disrespect that at many auto insurers have for low-
income drivers.”   
 
Some — like the CFA — are pushing the FIO to use what they believe is its authority 
under the Dodd-Frank Act to get statistics on rate hikes directly from insurers. NAMIC’s 
VP of Public Policy Robert Detlefsen said insurers don’t keep separate minority 
statistics. Questions about race and ethnicity are not asked. 
 
It’s illegal to do so in most states. “Insurers do not ask about the race or ethnicity of 
insureds or applicants for insurance. … Safe, low-risk drivers come in all races, 
ethnicities, and income levels — as do high-risk drivers,” Detlefsen said. 
 
The Property Casualty Insurers Association of America (PCI) said competition is what 
keeps rates down at this point. “There is a plethora of insurers competing in every 
community.”  
 
The PCI told the FIO that nine of 10 states have 100 or more carriers providing auto 
insurance coverage. “Each state has a healthy competitive auto insurance market for 
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the benefit of households who are given a wide array of insurers, prices and products 
from which to select.”  
 
And when it comes to bottom-line costs the Insurance Information Institute said auto 
insurance takes up just 2% of the income of the poorest 20% among us. Expenses for 
insurance for 40% of the poorest in the U.S. dropped 14% from 2008 to 2012.  
 
The I.I.I. also points out that consumables and other essential items in a family budget 
are increasing at a far faster pace than auto insurance. And very few of those polled in 
2014 thought auto insurance to be a significant burden.  
 
So maybe the point being made by Allstate has validity. 
 
Our questions to you: 
 

• Are there too many auto insurance regulations?  
• Do those regulations make such insurance unaffordable?  
• Are insureds required to purchase — as Allstate contends — auto insurance they 

don’t need? 
 
Click here to submit your answers.  
 
 
 
 

http://multibriefs.com/surveys/survey.php?SurveyID=1491

