
 

 Separating misperceptions from facts - about insurance rates, consumer 

credit, COVID-19 and impact on race and income 

Insurers welcome the critical questions being asked today about economic and social equity and equality. As policymakers 

consider calls for change, we want to help separate misperceptions from fact about how insurers consider credit-based 

insurance scores to underwrite and price insurance policies for Washington consumers. 
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Aren’t insurance scores and credit scores the same thing? 

No. Credit scores and Insurance scores are distinctly different. Both consider information from a consumer’s credit history, and neither 

one includes information about race or income, but insurance scores weigh factors differently than credit scores, for important reasons: 

➢ Lenders use credit information to develop a “credit score” to add to income information to determine the likelihood that a 

consumer will repay or default on a loan. 

➢ Insurers use specific credit information (not race or income) to predict how likely a policyholder is to suffer an insurance loss. 

Aren’t people’s credit scores plummeting due to unemployment and COVID-19? 

No – credit scores and insurance scores have been rising, even during the pandemic.  

➢ According to credit reporting and insurance data companies, the credit-related factors that insurers weigh most heavily to 

create an insurance score – delinquent payments, opening new lines of credit and credit balances (outstanding debt) - all 

improved January through August 2020. (1) Insurance scores are higher overall in 2020 vs. 2019, and the lowest insurance scores 

improved the most. (2) 

➢ Aggregate insurance scores have improved in every state in the nation during the pandemic, regardless of the unemployment 

rate in each state. (3) And as of September 2020, Washington consumers have the 3rd highest credit scores in the nation. (4) 

Isn’t credit history used as a proxy for race or income to unfairly rate policies or deny coverage? 

Not true. By law, insurers cannot and do not inquire and are provided no information about race or income of consumers who apply for 

or renew insurance policies. 

➢ The Federal Trade Commission’s review of 2 million auto policies in 2007 concluded that insurance scores “have little effect” as 

a proxy for race or income, and that the highest and lowest scores were present and predictive among all race classifications 

and income levels studied. (5) 

Isn’t “how people drive” (driving record, annual miles and experience) the most accurate way to 

determine the price for auto insurance? 

Not so much. Insurers started using credit-based insurance scores in part because driver records are notoriously incomplete, and thus 

inaccurate at predicting risk. Economically advantaged drivers, for example, can pay to enroll in diversion programs that allow their 

infractions to be removed or “masked” so insurers can’t see them.  

Isn’t it true that credit scores are worse among people in communities of color and for people 

with lower incomes, so they unfairly pay more for insurance? 

Insurance data says no, but studies are inconclusive. Insurers acknowledge that the only credible, independent, comprehensive studies 

done on the impact of credit or insurance scores on race or income were done more than a decade ago (2007) by the Federal Trade 

Commission and the Department of Housing & Urban Development. Further study may help inform policymakers. 

But what we know – from dozens of studies by insurance regulators, universities and independent organizations over decades - is that 

insurance scores accurately tie risk level to rates and appropriately reduce insurance costs for most consumers. Thus, prohibiting the use 

of this accurate, objective rating method will increase costs for Washington insurance consumers - regardless of race or income. 

Mark Sektnan, APCIA: 916-716-7902 Mark.sektnan@apci.org; Christian J. Rataj, NAMIC: 303-907-0587 crataj@namic.org;  

Kenton Brine, NWIC: 360-481-6539 kenton.brine@nwinsurance.org 

 (1) US Consumer Financial Protection Bureau, (2) Lexis/Nexis, (3) Lexis/Nexis, (4) Seattle P-I, 10-30-20, (5) FTC, 2007 
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