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Organizational Support for S-111 (Gill) / A1657 (Quijano)

October 22, 2020 

The Honorable Senate President Sweeney and Assembly Speaker Coughlin,

We, the undersigned organizations, support S-111 (Gill) / A1657 (Quijano), which would prohibit the use of education, occupation, and credit score as rating factors in automobile insurance underwriting. This bill will help make auto insurance more affordable for good drivers in New Jersey and eliminate unfair discrimination in auto insurance markets that disproportionately impacts people of color. Because New Jersey law requires that all drivers buy insurance, the Legislature has a special obligation to ensure that the market is fair and affordable. The Legislature, through S-111, has the opportunity to confront the mechanisms by which structural racism has made this critical and mandatory financial product more expensive for African American and Latinx residents of New Jersey.

S-111, sponsored by Senator Nia Gill, would go a long way toward creating a fairer and more affordable auto insurance market and promoting racial justice. The bill prohibits auto insurance companies from assigning risks to rating plans based on 1) a consumer’s education level, 2) a consumer’s employment, trade, business, occupation, or profession, and 3) a consumer’s credit score or any information derived from their credit report. These socioeconomic factors do not reflect consumers’ driving history, but they do serve as proxies for income and race. 

This proposed bill is a critical step toward protecting consumers from unfair discrimination in auto insurance. By requiring that insurance eligibility and rates are based on driving-related factors and excluding socio-economic factors, insurance will become more affordable to safe drivers throughout the state who currently struggle to maintain coverage. As an example of the problem that this law will address, a 2015 Consumer Reports study found that New Jersey safe drivers with good – but not the best credit – pay $199 more for auto insurance than those with an excellent credit history. For drivers with clean driving records but poor credit, however, auto insurance costs more than double on average, such that these safe drivers must pay an additional $140 every month just because of their credit. Even more objectionable was the finding that a good driver with poor credit pays more for annual coverage than a driver with excellent credit and a drunk driving conviction on their record.  This bill would end this profoundly unfair practice in New Jersey. 

Additionally, the COVID-19 pandemic and resulting economic impact have caused tens of millions of Americans to lose their jobs, see their hours cut, or experience a decline in business activity. Many residents left unemployed in the wake of this pandemic will be facing premium hikes simply because companies are allowed to penalize drivers due to their employment status.  And as their credit scores decline as a result of the financial strains of the pandemic they will see still higher costs in the market, even though they are actually driving less. 

The use of education level, too, is unfair and unnecessary.  About 59% of New Jersey residents face higher rates when companies are allowed to penalize drivers if they don’t have a college degree. The percentage penalized is even higher for African American and Latinx residents. There is no reason to allow insurance companies to raise rates on good drivers based on their educational attainment. 

Finally, this bill bans the use of a consumer’s occupation in determining their risk. Past studies have found that numerous auto insurers charge substantially higher premiums-10%, 20%, even 40% or more-to good drivers just because they work in a low wage job. Good drivers should not be penalized simply because of their occupation. 

A recent analysis by the Consumer Federation of America found that the above factors force Black drivers to pay significantly higher prices for auto insurance, even when everything related to driving behavior and vehicle safety is the same. While insurers claim these factors are race neutral, they harm Black Americans far more than white Americans and reinforce structural racism. Higher auto insurance costs also mean more uninsured drivers, putting those penalized by socioeconomic insurance pricing at risk of hefty fines and the suspension of their license. Alternatively, it means lower-income drivers targeted by these pricing systems simply cannot drive, limiting both literal and economic mobility. 
S-111 would end the use of these factors that harm consumers, increase their insurance costs, increase the number of uninsured drivers, and preserve systemic racism. These factors disproportionately affect communities of color in which safe drivers have to pay more while earning less. It is notable, as well, that when these pricing systems lead to uninsured drivers, everyone else on the road has to pay more for coverage, so removing these socio-economic factors and making insurance more accessible will also reduce the uninsured motorist premiums charged to all New Jersey drivers. Consumers should be rated based on how they drive, not their socio-economic status or their race. 

We urge your support of S-111 and your leadership to ensure it is advanced as quickly as possible. For further discussion, please contact Dena Mottola Jaborska, of New Jersey Citizen Action at (609) 540-6609. 
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