


HOW AUTOMATION AND TELEMATICS ARE
CHANGING AUTO LIABILITY INSURANCE
UNDERWRITING

The cost of auto liability insurance coverage has been steadily increasing for years,
only briefly pulling back during the COVID-19 pandemic. Auto Liability insurance
costs have consistently risen, with only a brief pause during the COVID-19
pandemic, continuing a trend since 2013, according to a National Association of
Insurance Commissioners report cited by the Insurance Information Insitute.!

This is causing new challenges for commercial carriers, in particular. According to
the American Transportation Research Institute, the cost of operating a truck
reached $2.270 per mile in 2024, with the fastest-growing costs including truck and
trailer payments, driver wages and maintenance costs.? It is concerning enough that
transportation insurance costs are increasing steadily each year, but for companies
purchasing large fleet policies of as much as $20 to $30 million, this situation is
leading many to reconsider the amount of coverage they truly want and need.
Worse still, all of this is happening against a backdrop of rising operational costs
and increased litigation activity in transportation.

Despite nearly flat freight demand across the industry, factors such as increased
litigation, infrastructure for electric vehicles and insurance premiums are driving
increased operational costs. Underpinning all of this is the growing prevalence of
so-called nuclear verdicts, or jury awards in excess of $10 million in transportation-
related cases. The industry saw more than $165 million worth of these judgments in
2023 alone, with no end in sight.’



Technological solutions for the road

Artificial intelligence (Al), automation and telematics —
GPS-based systems that monitor equipment in the field and
provide tracking and onboard diagnostics, in addition to other
services — are no longer future enhancements but applications
that are having a real impact on the transportation industry today.
The ongoing digitization of operations has equipped carriers and
brokers with real-time route tracking, improved fleet maintenance
and supply chain visibility, while tech-based safety features in

vehicles will, over time, help reduce the occurrence of accidents.*

Looking back at the development of automotive technology, these
developments began with features like lane departure warning
systems and radar sensors to alert drivers to objects in front of
their vehicles. Today, telematics can be something as simple as a
smartphone or tablet being used to monitor a truck’s location and
speed or as complex as a fully integrated system that tracks
acceleration, braking, RPMs and location, plus front-facing and
dashboard cameras. While these systems can be costly to
implement, companies that are quick to adopt and fully utilize
telematics can see a return on investment through improved
safety, lower fuel expenses and better fleet management. They
could also see lower insurance premiums as auto liability

underwriting shifts to the use of telematics rather than by loss.
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Stepping up to a more sophisticated level are systems that leverage
fully automated metrics systems, including forward and rear
cameras with automation to score a driver’s performance. For
example, consider a situation where a truck driver is traveling down
the road at the speed limit, and another vehicle suddenly pulls in
front of them. Historically, if the truck driver had to slow down
because another vehicle cut in too close, it might be assumed that
the truck driver wasn’t paying attention. However, by analyzing all
the data from the camera footage, we would see that the car
actually changed lanes too soon and then braked, leaving the truck
driver little time to react. In this way, automated data collection can
offer a more complete picture of driver actions in the field.
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The evolving role of automation in transportation

Automation is providing important information to underwriters ‘
regarding the performance of customer vehicles, such as top speed,
median speed and lowest speed. Some insurance carriers are

already using basic automated underwriting systems that rely on

this type of data to determine premiums based on the driving

patterns of policyholders. They analyze factors like the frequency of

harsh driving incidents and the locations where drivers operate their
vehicles, with underwriters assessing qualitative factors, such as
infrastructure investments made by the company and aspects of

its management.
Other benefits of automation in transportation include:

Improved on-road safety: Telematics is more than just a tool for
tracking and measuring vehicle metrics. It is also a way to influence
driver behavior and establish better safety protocols. As of 2024,
74% of commercial fleets are using telematics data to inform their
driver training or coaching programs, with 72% of those companies
reporting that these efforts have reduced crashes and claims
incidents. In addition, 28% of respondents said that the use of

telematics has improved driver retention and satisfaction.®

Automation technology is only as effective as the coaching that
follows both mistakes and successes. Rewarding a driver for being
incident-free and consistently practicing safe driving reinforces that
positive behavior. When individuals analyze the data and use it to

help drivers improve, that’s when true progress occurs.

More cost-effective insurance coverage: As commercial auto

insurance premiums continue to rise, increased road congestion,

distracted driving and a decline in road quality are producing more
accidents, while claims themselves are becoming more expensive
because of the higher value of modern vehicles, topping $5 billion
in 2023

Some insurance carriers are now requiring telematics in their auto
liability fleets to offset these trends, providing more accurate data
for underwriting. Unlike traditional loss-based methods, these risk
assessments are more precise and offer great insight into true
driver actions on the road, resulting in more tailored and potentially

lower insurance premiums.
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Support for data-driven decision-making: By implementing
telematics and taking full advantage of all that it has to offer, an
organization can also become more efficient by reducing repair
costs, fuel consumption and the risk of an accident while increasing

driver retention by rewarding its most efficient drivers.

By using real-time data collected automatically by modern
telematics systems, companies can make better-informed decisions
across various aspects of their operations, from route optimization
to maintenance scheduling.

More accurate risk assessments: For years, individual drivers have
had access to devices that can be plugged into their vehicles to
monitor their driving habits and earn them premium savings and
other benefits from their insurers.

Commercial vehicles, due to their size, weight and speed, are
significantly more challenging in the event of a large collision, as
they pose a greater risk of serious injury. But with the use of
telematics through improved methods for monitoring and
managing driving behavior, there is an enhanced focus on safe
driving, reducing accident frequency and improving loss ratios,
which provide more accurate risk assessments and potential
incident modeling.

1

A long road ahead

Today, we are witnessing a new era of vehicle automation,
including self-driving systems. Although we still have a long way
to go before fully autonomous vehicles can significantly reduce
the number of accidents and incidents on highways, technology is
impacting the transportation industry in other ways.

To many, automation is viewed as a standalone solution, but it is
essential to understand it as part of a more complex approach to
safety and operations. Automation as of 2025 is about more than
self-driving vehicles. It is about taking small steps to reduce

human error.




While we have not yet reached a point where technology alone

drives the entire lifecycle of an accident or incident — in fact, there
remains a large gap between the expectations of what automation
and telematics can achieve and what is realistically possible — this

type of data collection is beginning to pay dividends.

The next step is for organizations across the industry to fully
leverage the many automation tools available so that underwriters
can gather consistent and comprehensive data to inform

their decisions.

Enhancing auto liability
underwriting with Gallagher

By leveraging telematics to focus on driving behavior and real-
time data, Gallagher can help improve auto liability underwriting
and optimize driver safety, operations and cost savings. With
detailed driving data at hand, we can generate bespoke risk
assessments and enable precise underwriting decisions. As a
result, we are able to identify risky behavioral patterns and
intervene where necessary, facilitating proactive risk management.
We also ensure fair and more competitive pricing for clients by
implementing insurance models that adjust premiums based on
real-time data.

Contact us to find out how we can provide underwriting solutions

that align with your risk profiles.
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