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The Introduction Of Credit-Based  
Insurance Scores Changed The Market  
For Good

In 1993, FICO®, the analytics company that developed the first credit score, developed FICO® Insurance Scores. Since 
then, other analytics firms and even some insurance companies have also developed their own credit-based insurance 
score (CBIS) models. 

Industry representatives generally consider the introduction of CBIS to be one of the most significant developments in 
the advancement of the underwriting and rating of auto insurance. Why? Because CBIS have proven to be one of the 
most, if not the most, effective predictors of risk. 

Prior to the introduction of CBIS, auto insurance underwriting generally consisted of three buckets: good, average 
and bad drivers. Due to a lack of precision in risk segmentation, many drivers found themselves in the state’s high-risk 
pools, stuck paying higher rates with nowhere else to go. But with the introduction of CBIS, the number of rating tiers 
increased dramatically. This allowed auto insurers to more accurately measure and price risk, which in turn led to the 
offering of more – and more competitively priced – coverage.  

So, what happened to the volumes in these state-run high-risk pools? 

Prior to the introduction of CBIS, as the chart above shows, volumes in the plans fluctuated somewhat but remained 
highly elevated—often thousands of cars in even low-cost states and much higher volumes in more expensive states.  
But since the introduction and widespread adoption of CBIS, policy volumes in the plans dropped precipitously in the 
years immediately after and remain at greatly reduced levels. In 25 states1, the total volume of insured cars in 1985 was 
approximately 1.6M. The volume in 2019? Approximately 160,000. 

The rapid decrease in volume proves one thing: the introduction of credit-based insurance scores gave consumers 
more choice at a better price. 

GAME CHANGER
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1 Alaska; California; Connecticut; Florida; Georgia; Illinois; Kansas; Kentucky; Louisiana; Maine; Michigan; Minnesota; Mississippi; New Jersey; New York; 
Oklahoma; Pennsylvania; Rhode Island; Tennessee; Texas; Vermont, Virginia; Washington; Washington, D.C.; West Virginia.


