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The world is changing—perhaps more rapidly than we
would want. The purpose of this ar cle is to consider some
age‐old issues and some eminent changes aﬀec ng insurers
wri ng auto insurance in the U.S. Changing technology is
ready to crash into the stable world of auto insurance. We
now must face the challenge of what to do about it.
Before I begin, I need to state the opinions expressed in this
ar cle are solely my own. They are not the opinions of the
Na onal Associa on of Insurance Commission (NAIC) mem‐
bers individually or collec vely or opinions shared by other
NAIC staﬀ. This ar cle is being dra ed as part of the charge
of the NAIC Center for Policy and Research (CIPR) to serve
as a thought leader and provide informa on for public poli‐
cymakers to consider.
So, what problem am I trying to solve? The answer is many.
There are a number of ma ers some consider to be issues
with the current system for se ling damages from auto
insurance accidents. Further, there are technology changes
we face today such as telema cs, and tomorrow such as
autonomous vehicles. Some even argue we are undergoing
a fundamental revolu on in the way people will be trans‐
ported in the near future. They say we are moving into an
era of mobility solu ons in place of tradi onal car owner‐
ship. All of these forces are converging at once, providing an
ideal opportunity for us to consider changes to the way
autos are insured in the U.S.
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The first issue is that our legal system is not ready for the
self‐driving car of the future. The primary basis for determin‐
ing who will pay for injuries and damages to vehicles and
other property is the tort system. In other words, the laws
assume a person will be driving each vehicle, and they assign
blame to one or more of the drivers who is considered to be
responsible for the accident. Even so‐called no‐fault systems
apply at‐fault determina ons as part of the basis for damage
determina ons. There is some hope on the licensing front as
the Na onal Highway Traﬃc Safety Administra on (NHTSA)
recently told Google its vehicle computer system could be
considered a driver under federal law.
The second issue relates to compulsory insurance require‐
ments in the states. All states, except New Hampshire, have
statutory requirements for ci zens to maintain a certain
level of bodily injury and property damage liability insur‐
ance as a condi on precedent to driving a car. In no‐fault
states, personal injury protec on (PIP) coverage also may
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be required. Despite these legal obliga ons, there is ample
evidence of many people failing to purchase or maintain the
required insurance coverage. The Insurance Research Coun‐
cil (IRC) periodically studies the level of uninsured motorists.
The IRC’s most recent study concluded there are roughly 30
million uninsured drivers in the U.S. As a result, the insured
popula on subsidizes the uninsured through the purchase
of uninsured motorist (UM) and underinsured (UIM) motor‐
ist coverage.
Another issue is the con nuing complaint from consumer
advocacy groups about the aﬀordability of auto insurance
and the impact mandatory insurance requirements have on
people with low or moderate income. Some consumer
groups maintain the rela vely high cost of auto insurance
forces a person to choose between complying with manda‐
tory insurance requirements and pu ng food on the table.
They say consumers do not intend to be lawbreakers, but
they are forced to be because of economic circumstances.
Further, a recent study produced by the Federal Insurance
Oﬃce (FIO) concluded more than 18.6 million people in the
U.S. live in one of 845 ZIP codes where it found auto insur‐
ance to be unaﬀordable according to the FIO’s aﬀordability
index.
The tort systems create a mismatch between the economic
circumstances of a vehicle owner and the exposure to loss
from driving. Vehicle accidents are random. One never
knows whether the person they hit will be wealthy, part of
the middle class or economically disadvantaged. As a result,
everyone must purchase suﬃcient coverage for all possible
circumstances. The person of limited means might strike the
owner of a Masera and be expected not only to repair the
expensive vehicle, but also to compensate the driver, who
might have significantly higher income than the at‐fault driv‐
er. Similarly, the Masera owner might strike the person of
limited means with an older vehicle. The claim for damages
for the vehicle will be much less—even if the vehicle is a
total loss—and the economic loss to compensate for lost
wages would be lower.
The tort systems create unnecessary expenses to determine
blame. Since a determina on of fault, and in some states a
person’s rela ve contribu on to fault, is needed to figure
out who owes what to whom, insurer resources must be
expended to agree upon compensa on. In an ideal accident,
both par es have selected the same insurer. However, this
usually is not the case. Each insurer will assign the claim to
an adjuster and if there is a dispute, each insurer will assign
or hire an a orney to represent its interests. All of this assis‐
tance comes at a cost.
(Continued on page 15)
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There also is a mismatch of mo va on to serve the custom‐
er. An insurer is mo vated to serve its policyholders be‐
cause it wishes to retain them. The insurer is slightly less
mo vated to serve a third‐party claimant who does not
have an ongoing business rela onship with the insurer. This
mismatch in mo va on becomes even more pronounced
when we introduce the autonomous vehicle into the pic‐
ture. Even in the circumstance described above between
the Masera owner and the driver with limited means, the
mo va ons of the par es are more closely aligned than
when an autonomous vehicle is involved.
Since we an cipate a disrup ve impact, why not take this
opportunity to address other shortcomings in our auto rep‐
ara on systems? The remainder of this ar cle will speculate
on what might evolve if no structural change is made and
suggest a proposal to change the legisla ve framework to
address the issues discussed in the overview.
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As men oned earlier, every state uses an element of blame
or fault in determining who is going to pay for damages
when an accident occurs. Further, not all state tort laws are
the same. The one common thread of all tort systems is the
concept of negligence. Negligence is a legal term describing
a person’s conduct. With respect to driving an automobile,
negligence could be defined as ac ons or inac ons by a
person crea ng an unreasonable risk of harm to others. If a
driver is negligent, then the driver is legally obligated to
compensate others for the damage caused by his or her
negligence.
It is beyond the scope of this ar cle to describe all the varia‐
ons of state law; however, there are two principle ways
tort systems operate. They are the concepts of contributory
negligence and compara ve negligence. Contributory negli‐
gence measures whether the injured party contributed in
any way to responsibility for the accident. In a few states,
even the slightest contribu on to the cause of the accident
can bar the person from recovery. Under a compara ve
negligence system, blame is assigned based on each party’s
rela ve contribu on to the cause of the accident. In other
words, if a person is 10% at fault in an accident, the per‐
son’s recovery is reduced by 10%. Roughly a dozen states
have a pure compara ve negligence system for determining
compensa on. The rest of the states have some form of
modified compara ve negligence where the legislature has
chosen a threshold (generally 50% or 51%) where persons
whose fault is above the threshold are barred from recov‐
ery. The insurance buying public is challenged to know
which system applies and how it might aﬀect them under a
specific set of circumstances. Having to make this determi‐
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na on is one of the ineﬃciencies of using the tort system to
figure out who owes what to whom.
The tort system is designed to apply the concepts of negli‐
gence and does not necessarily result in mee ng consumer
expecta ons. Consumers are generally more interested in
having their car repaired and ge ng their lives back to nor‐
mal than they are in the nuances of tort law. A person
found to be 1% at fault in an accident and barred from any
recovery in the few states with contributory negligence
laws are likely to be unhappy with the result. Similarly, peo‐
ple in compara ve negligence states might be happy or
unhappy with the result depending on the specific circum‐
stances of their accident.
Those in compara ve negligence states who are asked to
chip in on a se lement o en are le unsa sfied. What fol‐
lows is a descrip on of the experiences of two people with
the prac cal applica on of a pure compara ve negligence
system. These are real events used to illustrate a point. The
names have been anonymized at the request of the persons
interviewed.
Our first example of this occurred last year to Person A.
Person A’s son was involved in an accident in the school
parking lot. He told his mother it was the other student’s
fault. The other student was cu ng across the marked
parking spots, while Person A’s son was driving in the prop‐
er lanes. Amazingly, since the accident occurred in the
school parking lot, there was actual video of the accident
occurring. One might expect this to be an adjuster’s perfect
day. Person A filed a claim with insurer W. The adjuster for
insurer W reviewed the video and no ced Person A’s son
was perhaps driving faster than he should have been. As a
result, he made an oﬀer to pay 60% of the damages assum‐
ing the other driver was 60% at fault. Person A thought the
oﬀer to be ridiculous. She allowed that perhaps her son was
going a li le too fast, but said he should not be assumed to
be 40% at fault. She countered with a sugges on he might
have been 20% at fault. The adjuster for insurer W coun‐
tered with a 70% oﬀer. Person A accepted the oﬀer and was
tendered a check from insurer W.
Shortly therea er, Person A received a claim for damages
from the parents of the other student for 30% of the dam‐
ages. She informed her insurer X, who pays the claim. This
accident occurred in Missouri, a pure compara ve negli‐
gence state. It took roughly three months for all this ac vity
to occur. This case clearly demonstrates how the tort sys‐
tem can complicate the claim se lement process. All of the
administra ve steps involved in nego a ng and reaching
(Continued on page 16)
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agreement create delays, customer dissa sfac on and addi‐
onal costs to the system.
Another person (Person B) also was involved in an accident
last year. In this case, a driver T‐boned Person B. The acci‐
dent occurred in the state of Missouri. Both drivers were
insured; however, the at‐fault driver had purchased only
the minimum required coverages. Thus only $10,000 was
available for property damage liability. Person B’s rela vely
new car was declared to be a total loss and valued at
$10,800. Based on the assump on the at‐fault driver was
covered and she would be receiving compensa on for loss
of use in addi on to the collision damage, Person B rented a
subs tute vehicle while the claim was being processed.
They had not purchased rental reimbursement coverage.
The police were called to the scene of the accident. The at‐
fault driver sustained physical injuries and was sent to the
hospital. Person B also had two witnesses who provided
contact informa on. The police report contained a diagram
of the accident based on the witness statements. Later, the
at‐fault driver tried to claim Person B was at fault. Person B
made a claim to her insurer Y, who filed a claim with the at‐
fault driver’s insurer, Z. Person B’s insurer Y declared her
vehicle to be a total loss. Under her collision coverage, she
was en tled to $9,800 (the $10,800 value of the loss minus
her $1,000 deduc ble). Upon receipt of the se lement from
her insurer Y, Person B purchased a new vehicle and re‐
turned the rental vehicle. Insurer Y subrogated on Person
B’s behalf. Insurer Z refused to pay un l the police report
sorted out who was at fault.
A er two months of delay, Person B contacted insurer Z to
inquire about the delay. It was then that insurer Z informed
Person B the at‐fault driver had purchased a $10,000 limit
for property damage liability coverage. Eventually, insurer Z
reimbursed insurer Y, and Person B was reimbursed $200.
The en re process took five months. The consumer was le
frustrated with the process and miﬀed at having to pay the
cost of the rental vehicle and part of her vehicle out‐of‐
pocket. She expressed dissa sfac on with the lengthy and
convoluted process of trying to se le the claim when she
was not at fault in the accident. This case demonstrates the
problem with reliance on others to purchase the correct
amount of coverage for you.
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In all states except New Hampshire, the purchase of auto
insurance is compulsory. There is significant evidence the
compulsory auto insurance requirements do not work. The
IRC periodically a empts to measure the number of unin‐
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sured motorists. The most recent study by the IRC found
14.3% of drivers are uninsured. This is one in seven drivers.
States ranged from a low of 4.5% to a high of 28%. This is a
clear indica on that compulsory insurance requirements do
not work.
Despite industry claims that compe on is working eﬀec‐
vely to bring a wide choice of insurance products at vari‐
ous price points to consumers, some consumer advocates
con nue to maintain automobile insurance remains un‐
aﬀordable to certain segments of society. The consumer
advocates also complain about the mandatory nature of
auto insurance and say the legal structure forces people into
choosing whether to buy groceries for the family or comply
with compulsory insurance laws. They say consumers do not
intend to be lawbreakers, but they are forced to be because
of economic circumstances. Consumer advocates suggest
the current system is unfair and needs to be changed to
address aﬀordability and guard against these unintended
consequences.
Further, a recent study produced by the FIO concluded
more than 18.6 million people in the U.S. live in one of 845
ZIP codes where it found auto insurance to be unaﬀordable
according to the FIO’s aﬀordability index. The FIO defines
the aﬀordability index to be the average annual wri en per‐
sonal auto liability premium in the voluntary market divided
by the median household incomes for ZIP codes iden fied
as being majority‐minority or majority–low‐ and moderate‐
income (LMI)—in other words, ZIP codes where the majority
of inhabitants are either minori es or LMI. The FIO then
applies an assump on that if the aﬀordability index ra o is
greater than 2%, then auto insurance is unaﬀordable. The
purpose of this ar cle is not to debate the veracity of the
FIO study or to ques on its seemingly arbitrary selec on of
2% as the magic number separa ng those who can aﬀord
auto insurance and those who cannot. Instead, it is to note
the FIO maintains auto insurance is not aﬀordable to every‐
one. If true, it can be a problem for people as ownership of
a car is cri cal to economic prosperity. Lack of aﬀordable
transporta on is seen as an economic barrier.
The tort systems create unnecessary expenses to determine
blame. Some of these expenses have been highlighted in the
two auto accident descrip ons above. Since a determina on
of fault, and in some states a person’s rela ve contribu on
to fault, is needed to figure out who owes what to whom,
insurer resources must be expended to agree upon compen‐
sa on. As noted earlier, in an ideal accident, both par es
have selected the same insurer. However, this usually is not
(Continued on page 17)
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the case. Each insurer will assign the claim to an adjuster
and if there is a dispute, each insurer will assign or hire an
a orney to represent its interests, which all comes at a cost.
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Given the choice, nobody would choose to be involved in an
auto accident. It is dangerous as one might be injured or
even killed. Having a damaged vehicle is a hassle. A person
will spend me dealing with an insurer or insurers and may
have to miss work from an injury or to take a vehicle to a
repair shop. If a vehicle is out of service, one might need to
find alterna ve modes of transporta on. Overall, the expe‐
rience is one people choose to avoid. However, although
one would not choose to be involved in an accident, one
o en does not have a choice.
Moreover, the tort systems create a mismatch between the
economic circumstances of a vehicle owner and the expo‐
sure to loss from driving. As a result, everyone must pur‐
chase suﬃcient coverage for all possible circumstances. The
person of limited means might strike the owner of an ex‐
pensive car and be expected not only to repair the expen‐
sive vehicle, but also to compensate the driver, who might
have significantly higher income than the at‐fault driver.
Similarly, the expensive car owner might strike the person
of limited means with an older vehicle, and the economic
loss to compensate for lost wages would be lower. The ex‐
ample with Person B shows how reliance on another person
to select the right amount of coverage for you does not
always work.
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There is a mismatch of mo va on to serve the customer.
An insurer is mo vated to serve its policyholders because it
wishes to retain them. The insurer is slightly less mo vated
to serve a third‐party claimant who does not have an ongo‐
ing business rela onship with the insurer. This mismatch in
mo va on becomes even more pronounced when we in‐
troduce the autonomous vehicle into the picture. Even in
the circumstance described above between the Masera
owner and the driver with limited means, the mo va ons
of the par es are more closely aligned than when an auton‐
omous vehicle is involved. The problem with allowing oth‐
ers to purchase the correct amount of insurance to cover
your circumstances was illustrated by the example dis‐
cussed earlier with respect to Person B.
With an autonomous vehicle, using the tort system might
be a disaster. First, the way insurance repara on laws are
wri en assumes there will be humans to blame. As noted,
the tort system is designed to assign blame and then apply
the negligence defini ons in state law to figure out who will
March 2017 | CIPR Newsle er
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pay what to whom. This breaks down when there is no hu‐
man to blame as in the situa on with the fully autonomous
vehicle. One could hope the system simply treats the auton‐
omous vehicle as if its computers were simply another hu‐
man and assign blame accordingly. It is not at all clear
whether this will be the case. At the end of the day, we are
le with an open ques on when dealing with vehicles as
they evolve toward compete autonomy. Will we blame the
computer, the vehicle owner or the manufacturer? These
are important ques ons to resolve as the balance of power
will be shi ing depending on which outcome prevails.
The current system pits driver against driver. Each party has
the same rights to sue or be sued and may exercise the
same defenses. They stand as rela ve equals before the
courts. The balance of power could shi if instead of a sys‐
tem reliant on the current auto insurers selling personal
auto contracts to individuals and families, we move toward
one where the individual must sue an auto manufacturer,
an auto parts manufacturer or a so ware developer to have
an auto repaired or cover injuries from an auto accident. If
this occurs, the personal auto insurance market will be
dras cally changed, and we will enter a new era where auto
accidents are more like product liability claims than the
system in place today. This changes the balance of power.
No longer will the suits involve human driver versus human
driver with rela vely equal standing. Instead, it will be the
individual against the large corpora on. The large corpora‐
on might be more interested in proving its technology is
not defec ve than it is in assuring the individual is able to
fix his or her car promptly or be compensated for his or her
medical bills. This could be a big problem.
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There is some hope for clarity as the NHTSA, in a le er dat‐
ed Feb. 4, 2016, told Chris Umson, Google Director of Self‐
Driving Cars, the NHTSA “will interpret driver in the context
of Google’s described motor vehicle design as referring the
self‐driving system, and not to any of the vehicle occu‐
pants.” Thus, the computer opera ng the vehicle, in the
eyes of the NHTSA, will be considered a driver. This tech‐
nical change might be helpful in some circumstances, but it
does not change the need for us to rethink how auto inju‐
ries and vehicle damage will be assessed and compensated
in the future.
On Dec. 13, 2016, the NHSTA published a “Preliminary
Statement of Policy Concerning Automated Vehicles.” In it,
the NHSTA says, “While the agency does not believe that
self‐driving vehicles are currently ready to be driven on
public roads for purposes other than tes ng, the agency
(Continued on page 18)
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would like to emphasize that it is encouraged by innova‐
ons in automated driving and their poten al to transform
our roadways.”
The statement of policy goes on to say, “The NHTSA does
not recommend that states authorize the opera on of self‐
driving vehicles for purposes other than tes ng at this me.
We believe there are a number of technological issues, as
well as human performance issues, that must be addressed
before self‐driving vehicles can be made widely available.
Self‐driving vehicle technology is not yet at the stage of so‐
phis ca on or demonstrated safety capability that it should
be authorized for use by members of the public for general
driving purposes. Should a state nevertheless decide to per‐
mit such non‐tes ng opera on of self‐driving vehicles, at a
minimum the state should require that a properly licensed
driver (i.e., one licensed to drive self‐driving vehicles) be
seated in the driver’s seat and be available at all mes in
order to operate the vehicle in situa ons in which the auto‐
mated technology is not able to safely control the vehicle.
As innova on in this area con nues and the maturity of self
‐driving technology increases, we will reconsider our pre‐
sent posi on on this issue.”
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Apparently the NHSTA is implemen ng a cau ous approach
toward fully autonomous vehicles. Cars are being manufac‐
tured today with more autonomous features than before. It
appears we will have a gradual evolu on toward autonomy
rather than a rapid sea change. The NHSTA is encouraging
tes ng of autonomous vehicles, yet is resis ng the call to
ac on to allow them complete access to the na on’s high‐
ways and surface streets. Today we have Level 2 (combined
func on automa on) and Level 3 (limited self‐driving auto‐
ma on) available to the public. Level 4 (full self‐driving au‐
toma on) seems to be eminent, but not yet available. Yet,
all currently enacted state laws limit Level 4 ac vi es to
tes ng environments.
Much study is underway to test the safety and driver ac‐
ceptance of autonomous features. Hopefully, we will not let
our goal of perfec on get in the way of a common sense
implementa on of autonomous vehicles. If autonomous
vehicle proponents are correct, many lives can be saved and
many damages and injuries can be avoided with the intro‐
duc on of fully autonomous vehicles. Recent studies have
claimed that 94% of auto accidents can be a ributed to
human error. If that is true and we can greatly reduce or
eliminate the human error factor, it is in the best interest of
the country to encourage employment of fully autonomous
vehicles as soon as possible.
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While a move toward full autonomy would be good for the
public, it will cause ripples through the insurance markets. If
94% of accidents do not occur, then the premium collected
from the public to support these claims will be dras cally
reduced. As a prac cal ma er, the fleet of personal autos
will not move to full autonomy overnight. The auto fleet will
instead become gradually more autonomous. As it does, the
premium volume for personal auto insurers will diminish.
Some or many will not survive. This could be further exacer‐
bated if what some see as a mobility revolu on occurs and
people decide to no longer own vehicles, but instead rely on
en es like transporta on network companies (TNCs) and
others to provide on‐demand, fully autonomous vehicles at
the touch of a smartphone. Then most auto accident vic ms
might be dealing with the big corpora ons with commercial
auto policies or becoming involved in a product liability suit.
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If we assume 94% of the auto accidents will disappear when
all the autos in the U.S. are fully autonomous, then it is safe
to assume the loss costs to cover personal auto exposures
will diminish correspondingly. We will never be at a point
where no human ever drives a vehicle. Yet, eventually the
number of human operators will be reduced dras cally. We
have some choices to make. We can let things naturally
evolve and allow the courts to interpret future auto acci‐
dents as they see fit. Or, we can create a new regulatory
framework keeping personal auto insurers in the picture.
What I propose is a new way to deliver personal auto insur‐
ance designed to address what consumers tell us they want.
Consumers want to have their vehicle repaired promptly if it
is damaged. They want to receive prompt medical care if they
are injured. They want to be compensated for lost wages if
the accident results in them being disabled and unable to
return to work. They want certainty instead of uncertainty.
The personal auto responsibility framework would start with
a statement that everyone is responsible for choosing the
coverages they desire. No longer would they be able to rely
on somebody else to buy the right coverages and the right
amount of coverages to meet their needs. In essence, this
would convert all auto insurance coverage from a third‐
party to first‐party basis.
The personal auto responsibility package of coverages
would have the following characteris cs:
 It would cover reasonable costs for medical providers
and hospitals for a covered person involved in an auto
accident.
(Continued on page 19)
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 It would cover the costs of emergency transporta on













to the nearest hospital oﬀering emergency care.
It would cover lost wages at an amount selected by the
policyholder with safeguards in place to limit a person’s
ability to select a level of benefits that would encour‐
age malingering.
It would cover reasonable rehabilita on benefits.
It would cover damages from a collision.
It would cover damages caused by other than a collision.
Coverage is voluntary. Nobody would be forced to buy
any coverage they did not want.
If a person chooses not to buy coverage, there would
be no compensa on to them for any injury or damage
from an auto accident.
The coverage applies to the owner, spouse, immediate
family, permissive users and the vehicle.
Pedestrians injured in an accident would be covered by
their own policy if they own a vehicle. If not, some ac‐
commoda on would need to be made to address the
possibility.
Insurers would be encouraged to compete on price and
service.
The use of telema cs would be allowed to con nue for
human drivers.

While it is beyond the scope of this ar cle to delve into all
of the details necessary to cra each element of the new
framework, there are elements of the rough proposal that
would address most of the shortcomings iden fied earlier
in the ar cle.
The voluntary nature of the proposal would address con‐
sumer complaints about the mandatory nature of the cur‐
rent auto insurance system. It also would address the prob‐
lem with UMs because a person would select coverages he
or she desires and if the other person has not chosen to be
responsible and purchase coverage, there is no penalty to
the person who has. It would address complaints about
aﬀordability by elimina ng the coverage mandate. If one
cannot aﬀord the product, he or she simply does not buy it.
Making coverage voluntary also addresses complaints from
consumer advocates that the current system forces the
economically disadvantaged to become law breakers.
Overall, the system should cost less as the fric onal costs
of the process for determining blame should be reduced or
even eliminated. No longer will a person be required to
deal with an insurer with whom the person has no ongoing
business rela onship. This addresses the mismatch of mo ‐
va on to serve the customer or claimant. Now they will be
the same.
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Most importantly, the personal auto responsibility frame‐
work would address the uncertain es of adding fully auton‐
omous vehicles to the mix. The vehicle owner would be
responsible for buying the appropriate coverages for his or
her needs and economic circumstances. This would elimi‐
nate the ques on about whether the computer is consid‐
ered to be the driver and the vagaries of moving auto insur‐
ance claims into the realm of product liability. In addi on, it
would preserve the posi on of the personal auto insurers as
ac ve providers of personal insurance products.

C
As I stated at the beginning of the ar cle, the thoughts pro‐
vided are my own and not the opinions of the NAIC mem‐
bers individually or collec vely or opinions shared by other
NAIC staﬀ. I am hopeful the ar cle will s mulate innova ve
thinking and discussion about the best way to proceed. The
personal auto responsibility framework will appeal to some,
but will be dismissed by others. Others already have wri en
about the impact of autonomous vehicles and presented
their ideas for construc ve change. Examples are Deloi e,
which published a paper called “Insuring the Future of Mo‐
bility.” In it, the authors suggest the advent of autonomous
vehicles is likely to be just a part of a movement to a new
state where people think more in terms of overall mobility
than in the tradi onal sense of vehicle ownership. It is an
interes ng read. Another author suggests the crea on of a
liability fund. The fund would rely on contribu ons from all
manufacturers involved in the produc on of autonomous
vehicles. I hope this ar cle will provide useful informa on
for public policymakers to consider and a construc ve dia‐
log considering many diﬀerent ideas will be the result.
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There are a number of people aﬀected by how the state auto repara on systems work today. In this sec on, the author will
explore various stakeholders, as well as discuss their roles and some of the issues they face.
Consumers
The consumer role is to purchase a vehicle, secure a driver’s license, register the vehicle and purchase at least the minimum
auto liability limits required by state law. The no‐fault states also will require the purchase of PIP coverage. Some states re‐
quire insurers to oﬀer UM or UIM coverage. If the consumer has financed the vehicle, generally the lender will require the
consumer to purchase auto physical damage coverage (comprehensive and collision). The consumer also might choose
among a number of op onal coverages oﬀered by insurers.
Generally, a er an accident, consumers are mo vated to have their vehicles fixed as soon as possible and, if they are injured,
to receive prompt medical a en on to return to their normal lives as soon as possible. They want to have their world return
to normal with the least hassle possible.
Motor Vehicle Administrators
It is generally the motor vehicle administrator that issues drivers’ licenses to consumers. O en the consumer must take a test
to demonstrate knowledge of state motor vehicle laws, may be required to submit to a driving test and o en must take a
vision test to secure a license to drive. The motor vehicle administrator also accepts requests to register motor vehicles and
manages the transfer of tle when vehicles are sold. In states where auto insurance is mandatory, the motor vehicle adminis‐
trator might be charged with reviewing proof‐of‐insurance documents when a consumer ini ally registers a vehicle and when
the registra on is renewed. The motor vehicle administrator also might administer an online insurance verifica on system to
monitor whether consumers have mandatory auto insurance coverages con nuously in place.
Insurance Producers
Insurance producers are intermediaries charged with facilita ng the sale of insurance to consumers. They must secure a li‐
cense from the insurance commissioner’s oﬃce to sell insurance and then must be appointed by one or more insurers to be
able to sell the insurer’s products. Their role is to assist the consumer by explaining the insurance coverages and assist the
consumer in making a sound purchase mee ng his or her legal obliga ons and desired op onal coverages.
Insurers
Insurers are in the business of accep ng risk transfers from consumers for a fee. Their role is to provide consumers with an
auto insurance contract complying with the laws of the state in which the policy is issued. In many cases the insurer must file
the insurance policy with the insurance commissioner’s oﬃce for review and perhaps approval. The policy is a binding legal
contract spelling out the rights and responsibili es of all par es to the contract. Insurers o en have to file their accompany‐
ing rates and ra ng systems with insurance regulators. The standard for evalua on of the rates is generally that rates are not
excessive, inadequate nor unfairly discriminatory.
State Legislatures
The state legislatures set broad policy for the regula on of insurance. They establish and oversee state insurance depart‐
ments, regularly review and revise state insurance laws, and approve regulatory budgets. It is the role of the legislature to
establish the regulatory framework for the opera on of vehicles on state roads and the system for determina on of how ve‐
hicle accident vic ms will be compensated.
(Continued on page 21)

20

March 2017| CIPR Newsle er

U

F

A

I

C

W

(C

)

Insurance Regulators
Insurance regulators are charged with enforcement of the insurance laws establish by the state legislatures. They license in‐
surers, insurance producers and, in some cases, insurance adjusters. They receive and review rates, ra ng systems, policy
forms and endorsements from insurers wishing to market products to the public. They respond to consumer inquiries and
complaints and generally a empt to assist in resolu on of claims when minor disputes arise. The goal of the insurance regula‐
tor is to encourage the development of a compe ve insurance marketplace where consumers are oﬀered many choices
among insurers and products at compe ve prices.
Adjusters
An insurance adjuster also might be called a claim adjuster or claim handler. The adjuster is charged with inves ga ng a claim
for damages submi ed by a policyholder or by someone who alleges the policyholder is responsible for damages from an auto
accident. To accomplish this task, the adjuster will interview the claimant, the policyholder, the driver, any passengers and any
witnesses to the accident. The adjuster also might be asked to speak with police, review police reports, review doctor and hos‐
pital records, and inspect damaged property. Adjusters may be employed by insurers, employed by an adjus ng firm that con‐
tracts with insurers or be licensed as an independent adjuster represen ng claimants rather than insurers. The adjuster will be
authorized by the insurer to nego ate with the claimant to se le a claim. The insurer may impose limits on the authority of
the adjuster to se le a par cular type of claim or a limit where other approval is needed to se le amounts above a specified
limit. Claims must be se led in accordance with the laws of the state where the accident occurred and in conformity with the
terms of the insurance policy.
Plain ﬀ A orneys
A plain ﬀ’s a orney is a lawyer who represents the person alleging harm from the negligent ac ons of another. In the case of
an auto accident, the harm could be damage to a car, damage to other property or injury to the person.
Defense A orneys
A defense a orney is a lawyer who represents the person being sued. Auto insurance policies, under liability coverage, have a
provision requiring the insurer to provide a defense to its policyholder.
Vehicle Repair Shops
A vehicle repair or body shop’s role is to restore the vehicle to its pre‐collision condi on.
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