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Executive Summary: 
 

Autonomous vehicles (AVs) are unmanned ground vehicles capable of sensing their 
environment and navigating without human input.  AVs and the underlying technology that 
supports their development are no longer an abstraction; they are a concrete reality that could pave 
the way for future systems where computers take over the act of driving. An AV is also known as a 
driverless car, self-driving car, robotic car or unmanned ground vehicle.  

Traditional segments of ground transportation are already being augmented by AVs and the 
changes they precipitate are expected to escalate.  Trucking companies are looking to AVs to address 
driver shortages by assisting with fleet management (e.g. platooning).  Livery and ride-hailing 
companies alike forecast their ability to dramatically reduce expenses and increase safety through AV 
replacement of drivers.  This paradigm transformation in ground transportation is also necessitating 
the attention of lawmakers.  The potential gains in efficiency and safety are pushing legislative 
efforts forward, and the federal government is developing standards which automated driving 
system developers may soon be required to follow. 

There is little doubt that the impact of AVs on the insurance industry will be significant, 
creating both disruption and opportunity in the specialty insurance marketplace.  There will be 
segments of the marketplace that shrink, segments that thrive, and the emergence of new 
opportunities altogether.  Venture Beat listed three ways self-driving cars will negatively affect the 
insurance industry, particularly the transportation segment, “1. Automakers will assume liability, 2. 
Insurance premiums will drop as accidents become rarer, 3. The insurance industry may struggle as 
more drivers reduce or drop coverage.”1  Conversely, we find other specialty insurance segments 
expecting to benefit from the emergence of AVs including Cyber Liability, Product Liability and 
Infrastructure Liability.  As cars become more automated and incorporate increasingly more 
hardware and software, insuring against cyber theft, ransomware, hacking, and the misuse of 
information related to automobiles can generate as much as $12 billion in annual premiums.  
Covering these exposures is even more critical when considering large fleets (e.g. if Amazon opts to 
deploy fleets of AVs to deliver packages).  AV development will also create new opportunities on 
the product liability front.  An increase in production of expensive auto-related sensors and chips 
means an increased potential for failure through software bugs, memory overflow and algorithm 
defects.  Insuring against the massive liability associated with these exposures is a $2.5 billion annual 
opportunity.  With respect to infrastructure insurance, cloud server systems, signals, and other 
safeguards are expected to be implemented in order to protect riders and drivers.  These safeguards 
will offer an annual revenue potential of $500 million in premiums for P&C insurers who underwrite 
the value of the hardware and software in play. The need to secure and ensure the public 
infrastructure is likely to be much larger than $500 million, but governments often self-insure these 
risks thus limiting the opportunity for commercial insurers.  Finally, and perhaps more relevant and 
impactful to the specialty insurance marketplace than all of the aforementioned, will be those risks 
and exposures that materialize as the AV space further develops. 

We are still in the infancy stage of AV.  Large scale adoption of the technology will require 
vehicle to vehicle (V2V) and vehicle to infrastructure (V2I) communication with collective rules-
based decision making as well as significant progress in industry standardization and regulation. This 

 
1O’Very, P. “3 ways self-driving cars will affect the insurance industry.” Venture Beat. January 26, 2018. 
https://venturebeat.com/2018/01/26/3-ways-self-driving-cars-will-affect-the-insurance-industry/  

https://venturebeat.com/2018/01/26/3-ways-self-driving-cars-will-affect-the-insurance-industry/


   

 
 

is an issue likely to grow in relevance to the insurance marketplace as the technology continues to 
mature.  
 

Implications:  
 

● Nontraditional and standard/admitted insurers are not positioned to react to the changing 
legislative regulations that are controlled by the states or regionalized rulemakings by the 
courts. 

● Potential shift of liability away from the driver.  

● Claim history, driver history, and behavior become irrelevant thus changing how the 
insurance policy is rated and priced.   

● Require advanced analytics capabilities. 

● Potential to create incremental changes to insurance cost structure based on the ownership 
and usage capabilities of the vehicle. 

● Infusion of capital is boosting the development of autonomous capabilities and related 
business models, thus accelerating the pace at which automated vehicles will hit the market. 

● Will consumer confidence in AV slow the pace of making them mainstream? 

● Auto insurers will need to think about new business models.  

● AV manufacturers are offering insurance products directly to the end consumer, which 
eliminates the participation of traditional insurance distribution channels.  

 
COVID-19 Specific Implications 

 
● As with auto manufacturers, insurance companies and industry members may shift their 

focus from AVs toward the ongoing pandemic and associated claims and litigation. This may 
widen the gap between manufacturers and carriers as manufacturers seek to expedite the 
usage of AVs for essential purposes, such as medical transport. The insurance industry could 
“play catchup” with the latest developments in vehicle automation, especially if the R&D of 
AVs diversifies into various “subsets” of AVs created for specific purposes – medical, 
hospitality, food delivery for example. 

 

Opportunities:  
 

● Autonomous vehicles are presenting a new industry with unique and untested exposures that 
have not had decades of litigation quantifying the risk. This uncertainty presents an 
opportunity to the E&S marketplace both in the placement of this business, as well as in 
developing the language that defines the exposure. 

● The adoption of AV will present new exposures to any business that changes operations to 
face this new industry, allowing the E&S marketplace to respond with products and taking 
market-share back from the standard markets. 

● Emerging market of service/repair industry provides product opportunities for E&S. 

● Cat / reinsurance placement override hailing companies/auto insurers 

● Reduction of claim severity and frequency may generate savings in claims administration and 
payouts for insurers thus potentially driving down auto insurance premiums.  



   

 
 

● Decline in fraud because of fewer incidents and more accurate telematics and sensor data in 
the cars that will be available. 

● While also a threat, insurers will have new positions for those that have the expertise and 
experience to fully understand the mechanical and technical components for every AV. 

● Creates a technical necessity for underwriters to develop a new underwriting skill set. 

● Product opportunity around driverless car insurance. 

● Improved AI could help price premiums better and provide more useful services to 
customers. 

● Insurers that make careful and informed decisions about their partner ecosystems, operating 
models, and value propositions are likely to benefit in the AV environment. 

● Classic cars (manual driving cars) continue to provide opportunity to the market. 
 
COVID-19 Specific Opportunities 
 

● COVID-19 has forced some AV manufacturers to speed up the testing and deployment of 
their vehicles to fight the pandemic.2 

● Increased understanding of the importance of an uninterrupted supply chain, especially for 
essential delivery such as food, medicine, etc. 3 In a time of a pandemic, such as this one, it is 
becoming clearer that reliance on humans to be continuously available to do key and critical 
tasks is not a viable strategy. AV can remove the human factor from public transportation 
(either mass transit or taxi vehicles), medical delivery and grocery delivery. 

● Autonomous vehicles are already displaying viability in today’s economy while operating in 
short, defined routes, so the increased need to reduce face-to-face interaction may push 
major companies to dive into autonomous vehicle-run deliveries.6  

● Interested parties – investors, AV developers – could be drawn to AVs more than before 
due to two emerging factors: 1) AVs could be seen as a “greener” alternative to traditional 
vehicles.4 2) In addition to the “green appeal”, as we return to the “new normal” which 
includes some distancing measures, there could be an increase in interest for AVs that serve 
specific industries – healthcare, hospitality and food delivery.  

 

Threats: 
 

● The Auto Insurance Market is estimated at $247 billion in premium, and some firms are 
estimating that this marketplace could shrink as much as 70% by 2050 due to ridesharing, 
fewer vehicles on the roadway, and improved safety of equipment.  

● Auto manufacturers are investing heavily in the AV space, with some such as Ford changing 
their business model to that of a technology company and the model of building in features, 
such as insurance, as part of car ownership. 

 
2 Baidu, “How coronavirus is accelerating a future with autonomous vehicles” MIT Technology Review, May 18, 2020. 
https://www.technologyreview.com/2020/05/18/1001760/how-coronavirus-is-accelerating-autonomous-vehicles/ 
3 Coronavirus Crisis Changes the World of Autonomous Vehicles - John Russell (VOA), Jane Lee / Paul Lienert 
(Reuters), retrieved on June 23, 2020. https://learningenglish.voanews.com/a/coronavirus-crisis-changes-the-world-of-
autonomous-vehicles-/5425170.html 
4 Amazon to acquire autonomous driving startup Zoox – retrieved on July 29, 2020. 
https://techcrunch.com/2020/06/26/amazon-to-acquire-autonomous-driving-startup-zoox/  

https://www.technologyreview.com/2020/05/18/1001760/how-coronavirus-is-accelerating-autonomous-vehicles/
https://learningenglish.voanews.com/a/coronavirus-crisis-changes-the-world-of-autonomous-vehicles-/5425170.html
https://learningenglish.voanews.com/a/coronavirus-crisis-changes-the-world-of-autonomous-vehicles-/5425170.html
https://techcrunch.com/2020/06/26/amazon-to-acquire-autonomous-driving-startup-zoox/


   

 
 

● The tech industry is flush with capital and is not beholden to the standard insurance 
framework.  If a company sees the opportunity to own an additional revenue stream, 
especially one that can be annualized, they are likely to invest in that opportunity.  

● The hackable car presents a catastrophic exposure.  The ability to hack one vehicle can be 
deadly and costly.  

● Regulation is not adapting as fast as autonomous is moving. Every jurisdiction is different, 
written with laws for conventional motorcars with human drivers. There has to be a liability 
shift.  

● Data privacy issues between the motor manufacturers and insurers when it comes to sharing 
data in the event of an accident.  

● While also an opportunity, insurers are going to need to find or develop a whole new set of 
expertise to handle AV claims.  

● Motor manufacturers bundling their service in a whole new manner to include forms of 
cover. Tesla is in talks of bundling in insurance as its customers are struggling to get 
insurance at a reasonable price.   

● Potential loss in business volume.  

● Could create additional mergers and acquisitions in order for larger carriers to maintain 
revenue. 

● Where the product liability lies could be debatable between the component manufacturers 
and the AV manufacturers, which could lead to a lack of standardized form language which 
needs deciphering, monopolization by early entrant markets, and even vehicle costs rising. 

● Early claims will inevitably lead to high litigation costs as courts set a precedent on who is 
ultimately responsible in a catastrophic loss situation.  

 
COVID-19 Specific Threats  
 

● COVID-19 has put a halt on some research and development into self-driving cars and 
autonomous vehicles in general. 

● As a post-pandemic “new normal” shifts more employees to work from home, the impact 
on overall car usage and especially autonomous public transit could prompt some companies 
to rethink their approach to developing autonomous vehicles. 5 

● Overall diminishing car sales will affect AV development and research by delaying it for at 
least two years.6 

● With many companies feeling the strong financial impact that COVID-19 has had on the 
economy thus far, some are reducing spending in order to stay in business with considerable 
reductions impacting departments like the AV department. Many AV start-ups spend $1.6 
million a month, on average, causing some to go out of business given the current state of 
the economy.7  

 

 
5 Hall, Kalea. “Coronavirus Presents Obstacles for Autonomous Vehicles” The Detroit News, May, 26, 2020. 
https://www.govtech.com/fs/transportation/Coronavirus-Presents-Obstacles-for-Autonomous-Vehicles.html 
6 Hamblin, Matt. “COVID-19 cuts into self-driving chips, on top of crushing car sales, Fierce Electronics, May 1, 2020. 
https://www.fierceelectronics.com/electronics/covid-19-cuts-into-self-driving-chips-top-crushing-car-sales 
7 Metz, Cade. “This Was Supposed to Be the Year Driverless Cars Went Mainstream.” 
https://www.nytimes.com/2020/05/12/technology/self-driving-cars-coronavirus.html.  

https://www.govtech.com/fs/transportation/Coronavirus-Presents-Obstacles-for-Autonomous-Vehicles.html
https://www.fierceelectronics.com/electronics/covid-19-cuts-into-self-driving-chips-top-crushing-car-sales
http://www.nytimes.com/2020/05/12/technology/self-driving-cars-coronavirus.html.
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