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LARGE AUTO INSURERS CHARGE HIGH PRICES, TO A TYPICAL LOWER-
INCOME SAFE DRIVER WITH CAR FINANCING, FOR MINIMAL
COVERAGE

Over 90% of Premium Quotes Are Over $900, and Over 50% Are Over $1,500

These High Auto Insurance Premiums Restrict Economic Opportunity, Help
Explain High Uninsured Rates, and Are Considered to be Unfair by Most
Americans

Washington, DC -- In its latest survey of auto insurer website quotes, the Consumer
Federation of America (CFA) found that annual auto insurance premiums are especially
high for the estimated 8 million low- and moderate-income drivers who finance their car
purchases. These drivers must purchase the comprehensive and collision coverage
required by auto lenders in addition to the liability coverage required by states. In the 15
cities CFA surveyed, annual premium guotes were almost always more than $900 and
were usually more than $1,500.

In a related national opinion survey undertaken by ORC International for CFA,
nearly four-fifths of respondents (79%) said that a fair annual cost for this auto insurance
coverage was less than $750. One-half (50%) said that a fair annual cost was less than
$500. Respondents were asked what they thought was a reasonable annual cost for a “30-
year old woman with a modest income and ten years driving experience with no accidents
or moving violations” for required liability, collision, and comprehensive insurance
coverage.

“High auto insurance premiums represent a huge barrier to car ownership, and
economic opportunity, for millions of lower-income Americans,” said Stephen Brobeck,
CFA’s Executive Director. “Researchers agree that they and other Americans, even
those in large cities, gain access to better jobs and other opportunities through access to a
car,” he added.

“State governments, which require drivers to purchase auto insurance, have a
special responsibility to ensure that this insurance is affordable in an auto-dependent
society,” said J. Robert Hunter, CFA’s Director of Insurance and former Texas Insurance
Commissioner. “These governments should create low-income programs that pay for
themselves, such as California’s, and also end well-documented price discrimination
against lower-income drivers,” he added. For more than a decade, California has made
available liability coverage to good lower-income drivers for $226 to $338 a year,



depending on county of residence. By law, this program is required to charge premiums
that cover claims paid, so is not subsidized by taxpayers or other drivers.

In its price survey, CFA sought price quotes for a driver with the following
characteristics from the nation’s five largest auto insurers — State Farm, GEICO, Allstate,
Progressive, and Farmers, which together have over half of the U.S. private car
marketplace (by premium):

Single female 30 years old

Received license at age 16 and has never had an accident or moving violation

Has a high school degree and works as a bank teller

Drives a financed 2004 Honda Civic 10,000 miles/year and is currently insured

Seeks minimal $25,000/$50,000 liability coverage unless state minimum is higher

(the standard coverage for most Americans purchasing auto insurance is

$100,000/$300,000)

e Collision/comp coverage assigned by insurer to those with financing (typically
with $500 deductibles)

e Rents in city ($30,000 median income area) and a suburb ($50,000 median

income area)

For its analysis, CFA sought to obtain 150 price quotes — 5 insurers in 15 cities with
city and suburban addresses — and was provided 147 quotes through company websites
(see Appendix A). These quotes have the following characteristics:

e No quotes were under $500 per year, and only eight (5%) were under $900, with
half of those from Cleveland.

e Most quotes (76 or 52%) were higher than $1,500.

e Nearly one-third of the quotes (45 or 31%) were higher than $2,000, and 16
(11%) were above $3,000.

e GEICO tended to charge the least (e.g., 6 of the 8 quotes under $900) while
Farmers tended to charge the most (e.g., 12 of the 16 quotes over $3,000).

e Within individual markets, huge price ranges typically exceeding 100 percent.
“Any economist will tell you that price ranges greater than 100% for essentially
the same product reveal lack of true price competition,” noted CFA’s Brobeck.

e Prices in near suburbs were usually not much lower than those in cities.

“As well as denying economic opportunity, these high premiums pressure many
lower-income drivers to break the law by driving without insurance,” noted CFA’s
Hunter. “We’ve estimated that one-quarter to one-third of these drivers have let their
policies, lapse or never purchased them in the first place, because they confront the
Hobson’s choice of paying for insurance or more basic necessities like food, rent, or
electricity,” he added.

The medium-size and large cities were selected to include all areas of the country.
They, along with nearby suburban communities (in parentheses), are: Hartford (East
Hartford), Buffalo (West Seneca), and Baltimore (Overlea) from the Northeast;
Louisville (Lyndon), Atlanta (Morrow), and Jacksonville (Yulee) from the South;



Cleveland (Richmond Heights), St. Louis (Florissant), and Minneapolis (Richfield) from
the Midwest; Denver (Golden), Houston (Spring), and Phoenix (Peoria) from the Near
West; and Oakland (Berkeley), Portland (Milwaukie), and Seattle (Burien) from the Far
West.

The estimate of 8 million low- and moderate-income drivers — those in the bottom
two income quintiles, all of whom have annual incomes under $40,000 — was based on
data from the 2013 Federal Reserve Board Survey of Consumer Finances.

The liability, collision, and comprehensive coverage, which lower-income drivers are
required to purchase, protects other drivers and auto lenders to a far greater extent than
the lower-income drivers themselves. The mandated liability coverage pays only for the
damage suffered by other drivers in at-fault accidents while the collision and
comprehensive coverage required by lenders protects their interest in the financed
vehicles.

ORC International surveyed a representative sample of more than 1,023 adult
Americans by cell phone or landline phone January 8-11, 2015. The survey’s margin of
error is plus or minus three percentage points. The survey data are available to press on
request.

The Consumer Federation of America is a national organization of more than 250
nonprofit consumer groups that was founded in 1968 to advance the consumer interest
through research, advocacy, and education.



Appendix A. Annual Premium Quotes in Dollars for Minimum Required Liability, Collision and
Comprehensive Insurance Coverage from the Five Largest Auto Insurers for a Typical 30-Year old
Working Woman with a Perfect Driving Record

Urban Area Company Suburb Urban Area (Con't) Company Suburb
Atlanta, GA Allstate $1,928 $1,814 Louisville, KY Allstate $3,110 $2,040
Farmers 1,889 1,889 Farmers 3,530 2,975
GEICO 1,727 1,554 GEICO 3,758 2,145
Progressive 1,328 1,416 Progressive 2,861 1,603
State Farm 1,965 1,931 State Farm 2,674 1,537
Baltimore, MD Allstate $1,976 $2,194 Minneapolis, MN Allstate $3,374 $2,376
Farmers 3,660 3,068 Farmers 4,607 3,639
GEICO 1,825 1,569 GEICO 2,505 2,116
Progressive 2,262 2,024 Progressive 2,551 2,019
State Farm 3,086 2,243 State Farm 1,460 1,173
Buffalo, NY Allstate NA NA Oakland, CA Allstate $1,032 $912
Farmers $1,482 $1,482 Farmers 1,501 1,428
GEICO 564 582 GEICO 1,213 1,046
Progressive 2,022 1,174 Progressive 1,074 1,046
State Farm 1,346 1,078 State Farm 1,319 1,249
Cleveland, OH Allstate $1,190 $1,084 Phoenix, AZ Allstate $1,794 $1,568
Farmers 1,447 1,556 Farmers 2,538 2,248
GEICO 739 742 GEICO 1,101 919
Progressive 754 740 Progressive 1,177 969
State Farm 1,024 944 State Farm 1,347 NA
Denver, CO Allstate $2,048 $1,824 Portland, OR Allstate $1,490 $1,368
Farmers 3,202 3,112 Farmers 2,963 2,717
GEICO 1,280 1,120 GEICO 1,065 1,083
Progressive 1,325 1,219 Progressive 1,596 1,612
State Farm 1,279 1,074 State Farm 1,529 1,490
Hartford, CT Alistate $2,150 $2,066 St. Louis, MO Allstate $1,680 $1,858
Farmers 4,051 2,724 Farmers 3,037 2,532
GEICO 745 614 GEICO 1,022 1,019
Progressive 1,474 1,288 Progressive 1,434 1,212
State Farm 1,621 1,453 State Farm 1,632 1,036
Houston, TX Allstate $2,346 $2,642 Seattle, WA Allstate $2,400 $2,400
Farmers 2,678 1,518 Farmers 3,016 3,305
GEICO 1,141 1,080 GEICO 1,084 959
Progressive 1,608 918 Progressive 918 902
State Farm 1,852 1,624 State Farm 1,349 1,239
Jacksonville, FL Allstate $1,898 $1,750
Farmers 3,084 1,804
GEICO 1,428 1,134
Progressive 1,033 902
State Farm 1,291 976



