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Solving The Uninsured Driver Conundrum With Technology 

By Kymberly Kochis and Veronica Wayner, Eversheds Sutherland (US) LLP 

Law360, New York (May 2, 2017, 11:57 AM EDT) -- In 1927, Massachusetts enacted 
the first law mandating the purchase of auto insurance. Nearly a century later, and 
despite laws on the books in almost every state, 12 percent of drivers are still 
uninsured. This article explores why uninsured driver rates are so high, examines 
how states are addressing the issue, and considers prospects for future solutions 
through technological advances. 
 
The Problem 
 
All states and Washington, D.C., have some type of “financial responsibility law” 
that requires drivers to prove they can pay for any damage or injury they cause, 
often by mandating the purchase of auto liability insurance. These laws serve the 
important public policy of protecting innocent parties who are injured in accidents 
through the fault of drivers. While the public is generally in favor of compulsory 
auto insurance, getting all drivers to comply with these laws is no easy feat. State 
uninsured driver rates are as high as 25 percent, and result in more than $2.5 
billion in uninsured driver claims according to a 2012 Insurance Research Council 
study. 
 
The most common reason drivers do not buy car insurance is that they cannot 
afford it. A state’s poverty rate often corresponds with its rate of uninsured 
drivers. For example, Mississippi has one of the highest percentages of uninsured 
drivers in the country, at almost 23 percent in 2012. It also has the highest poverty 
rate in the country, at about 24 percent during the same period. As a result, a cycle 
has developed. Drivers cannot afford to buy car insurance, which results in an increase in uninsured 
driver claims. This leads to insurers raising premiums, which in turn leads to more drivers who are 
unable to afford auto insurance. Strapped drivers, or drivers who simply do not want to pay their 
premiums, are now turning to quick fixes, like seven-day insurance policies. 
 
Seven-day insurance policies are currently being purchased by some Michigan drivers for the sole 
purpose of registering or renewing their vehicles. After the policy expires, those drivers then remain 
without insurance until their next registration date. These seven-day policies are particularly popular in 
Detroit, which is not surprising given that it is one of the most expensive cities in the country to buy auto 
insurance. While its high rates are largely attributable to state laws requiring drivers to purchase 
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unlimited lifetime medical benefits for injured parties, it is not coincidental that Detroit also suffers from 
a high poverty rate. In March, Michigan’s Department of Financial and Insurance Services (DFIS) 
withdrew its approval of the policies, reportedly stating that the policies are designed to evade state law 
requiring continuous auto insurance coverage. The DFIS decision is currently under administrative 
review, which means the seven-day policies will continue to be sold in Michigan until the appeals 
process ends. 
 
Addressing the Problem 
 
Most stakeholders acknowledge that the simplest answer to this quandary would be to lower auto 
insurance rates. How best to achieve that goal is up for debate. By and large, insurers recognize that the 
cost of auto insurance is a problem that needs to be addressed; however, they often disagree with 
legislators on the best way to tackle it. For example, a recent bill introduced in the Michigan state 
Senate purports to lower insurance rates by restricting the factors insurers can use in setting no-fault 
automobile insurance rates to three factors: anticipated repair costs, civil infraction history and 
insurance claims history. Insurance trade groups oppose the bill in part because it is an 
oversimplification of the information insurers need to accurately assess risk. One trade association 
instead suggests giving customers the option to buy lower levels of medical care, an alternative not 
currently available under Michigan’s system. 
 
Some states have addressed the problem of uninsured drivers legislatively. Eleven states, including 
California and New Jersey, have enacted “no pay, no play” laws that ban uninsured drivers from suing 
for noneconomic damages as a result of an auto accident. A 2012 study by the Insurance Research 
Council, however, found that these laws only decrease the percentage of uninsured drivers by an 
estimated 1.6 percent. 
 
Several states have focused on enforcing the financial responsibility laws that require coverage by 
requiring drivers to show proof of financial responsibility at a traffic stop, after an accident or when 
registering their vehicles with the state. Failure to evidence financial responsibility can result in financial 
penalties as high as $5,000 for repeat offenses, or the suspension of a driver’s license or car registration. 
 
Most states have, or are in the process of developing, electronic insurance verification systems to 
identify uninsured drivers. Rather than checking for insurance coverage only at the time of registration 
or renewal, these systems verify insurance coverage on a continual basis throughout the year. States 
employ a few different methods of electronic insurance verification. A majority of states use a database 
of policy information they collect from insurers on a periodic, usually monthly, basis. Law enforcement 
and tax assessors can access that database to verify insurance, and send notices or citations to drivers 
with lapsed coverage. States, such as New York and Florida, use this method. 
 
Alternatively, some states use online verification systems to identify uninsured drivers. As a result of a 
particular event, such as a traffic stop, law enforcement sends an inquiry to an insurer to verify the 
driver has valid insurance and receives a response in real time. States, such as Connecticut, Nevada and 
Wyoming, use this method. 
 
Unfortunately, there are several problems with electronic verification systems. First, these systems are 
incredibly expensive for both states and insurers to develop and maintain. States may spend millions of 
dollars just to get the system up and running. Second, the system only works so long as the data is 
timely and accurate. Errors in reporting can arise for a host of reasons, ranging from a typo on a vehicle 
registration form to simple human error in entering data. Further, in the case of the database 



 

 

verification method, data can become stale and therefore inaccurate. Finally, and most importantly, it is 
unclear whether implementation of electronic verification systems and subsequent issuance of penalties 
achieve their intended purposes. Some states, such as Texas and Ohio, have reported only modest 
reductions in the number of uninsured drivers. Other states are still waiting for a significant drop. 
 
Prospects for Eliminating the Problem 
 
Although states are actively trying to find ways to enforce financial responsibility laws, it will likely be 
some time before a proposed solution yields substantial tangible results. The answer may lie in 
technology. Technological advances will make electronic verification systems more accurate and less 
expensive to maintain. The expansion of ride-sharing, particularly in light of autonomous vehicle 
development, will provide consumers with alternate transportation methods. In the interim, expect to 
see greater regulatory oversight of attempts to game the system, such as seven-day auto insurance 
policies. 
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