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• Pay as you drive  
• Usage-based insurance  
• Snapshot® 
• Telematics !

All of these are names for the innovative insurance programs that let drivers earn 
personalized rates when they choose to share information about how their car is driven.   
Historically, auto insurers set prices by grouping individuals into actuarial classes. These 
classes are based on observable and verifiable characteristics like age, vehicle year/
make/model, ZIP code, claims record, etc. As good as the base science is, it lacks direct 
relationship to individual driving behavior.  !
It’s only in recent years that the concept of pricing auto insurance based on actual 
driving behavior has become both technologically and economically feasible. Previously 
driving behavior was difficult or impossible to ascertain in a traditional insurance rating 
plan. 
U 
sage-based insurance (UBI) considers multiple dimensions of driving behavior. This 
driving data can be integrated with traditional auto insurance rating factors to provide a 
comprehensive individual profile for predicting the risk of accidents. For example, 
Progressive’s Snapshot device collects and transmits data to Progressive on the time of 
day the car is driven, hard brakes and total mileage. Progressive then factors the data 
into the customer’s rate calculation. !
Progressive Insurance® has emerged as the leader in UBI. Since the late 1990’s, the 
company has introduced a series of UBI models—refining technologies and consumer 
approaches while collecting the critical mass of driving data needed. For more than 15 
years now, Progressive has been collecting data on customer driving behavior and 
analyzing how that data relates to the likelihood an individual will have a claim. With 



over ten billion miles of UBI data collected,  2 million vehicles that have participated and 
over $2 billion in written premium in 2013 related to its Snapshot® product, Progressive 
has found that driving behavior is by far the most predictive rating variable. Other 
insights include: !

• Driving behavior is the most predictive risk factor—more than twice as predictive of 
claims costs as any other factor. 

• Drivers with the highest-risk driving behavior have loss costs that are 
approximately 2.5 times higher than drivers with the lowest-risk behavior. 

• The majority of drivers with lower-risk driving behavior are subsidizing a smaller 
number of drivers with higher-risk behavior. !

Capitalizing on Market Disruption: UBI Tipping Point 
 
Currently, there are 13 carriers in Oregon with some kind of UBI program in place. This 
shows that Oregon drivers have an appetite for UBI and options. With many carriers in 
the state offering a UBI product, it may be close to the tipping point when consumers 
start looking for UBI and those not offering it could be out-segmented.  !
A 2013 LexisNexis Insurance Telematics Survey, conducted by independent research 
firm Lynx Research Consulting, measured policyholder interest in allowing insurance 
companies to use data collected from telematics devices in their vehicles to help 
determine rates. The web-based survey polled 2,072 U.S. residents representing a 
sample of insured drivers, ages 21 to 74. !
According to the study, one in every three consumers is aware of UBI, or telematics, 
tripling its awareness in the last three years. The study found discounts are the number 
one driver for UBI enrollment — half of consumers are likely to sign up for a 10% 
discount while 36% would actually change carriers for a 10% discount. The study also 
found 61% are more likely to accept telematics if insurers offer a trial period for 3 
months, while 72% percent of drivers are more likely to accept if an insurer offers an 
automatic discount of 10% for the first 6 months. !
UBI is gaining more popularity in the mainstream media as well: !

• “Gizmos that track driving habits are changing the face of car insurance.” — The 
Economist 

• “Welcome to pay-as-you-drive car insurance. Available from several mainstream 
insurers in 44 states, it's worth considering for anyone looking to rein in their 
household budget.” — Autotrader.com !

What’s In It For Agents? !
Most importantly, by identifying interested drivers, you can help customers earn the rate 
they deserve from their safe driving habits. The customers that enroll in UBI are 



preferred customers you want in your agency. For example, Progressive has found that 
users of its Snapshot program are ideal customers: !

• 41% are more likely to be preferred 
• 34% are more likely to buy full coverage 
• 33% are more likely to have multiple cars 
• 25% are more likely to own a home !

UBI is a powerful tool for customer satisfaction and retention. Progressive’s customer 
retention numbers are higher for discount-earning Snapshot customers — over a 9% 
improvement. That means our agents earn more by having a unique competitive 
offering, more sales and referrals and better retention.  
Progressive’s Snapshot data supports the popular notion that there’s a better way to 
calculate an individual’s rate. The consumer was right all along — most drivers’ rates 
are higher than the risk they present, and they’re subsidizing higher risk behavior. What 
is surprising, perhaps, is the degree to which that notion is correct. Insurers and agents 
can now offer customers a far more personalized price — and lower-risk, preferred 
drivers, will benefit the most. !!!!!!!!!!!!!!!


