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Auto Insurance Redlining
in the Inner City
B Y PA U L O N G
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N E O F T H E M O S T C O N T R O V E R S I A L issues related

network downtown is nearly twice as dense as the citywide aver-

to automobile insurance is the accusation of “redlining,”

age, while in the outer ring it is below average. Traffic volume is

or charging higher premiums in low-income, minority

even more unequally distributed, with downtown having over

neighborhoods. Insurance companies base premiums on accident

twice the number of vehicle miles per square mile. Despite higher

rates, which are higher in some neighborhoods. However, why

housing density downtown, the number of vehicles per household

those neighborhoods experience higher risks may not be part of

is lower than in the inner ring and local residents are less likely to

the equation.

commute longer distances. The outer ring has a lower vehicle den-

Traffic volumes vary across the urban landscape. Some areas

sity, reflecting the lower housing density. The average commute

are exposed to disproportionately high levels of externally gener-

distance of inner-city residents is only three-quarters the distance

ated trips. These increase accident frequencies in those areas,

of those in the outer ring. The data, then, show that higher traffic

exposing local residents to higher-than-average chances of involve-

levels in downtown are not generated by local residents.

ment in a crash. Insurance companies compensate for the higher

Figure 3 summarizes statistics on accident rates. The dark

accident rate by charging residents higher insurance premiums.

bars show that the accident rate per vehicle mile increases with

Figure 2 summarizes traffic-density statistics in three zones

traffic density. The odds of an accident occurring per vehicle mile

in Los Angeles. Citywide averages have a value of 1. The street

in the downtown area is over one and a half times higher than in

FIGURE 1 Los Angeles city and analysis zones

FIGURE 2 Traffic density relative to city average
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the outer ring. Traffic density is considerably higher in the down-

Angeles, summarized in Figure 5. Low-income, minority neigh-

town area; the number of accidents per square mile is over four

borhoods are heavily concentrated in the inner city around the

times higher than in the outer ring. The geographic disparity in

downtown area. Insurance premiums are tied to actuary rates, but

the number of accidents per vehicle by place of residence is nearly

our analysis reveals that the high accident and claim rates in these

as large. The statistics do not mean that the number of accidents

neighborhoods are associated with externally generated traffic.

per neighborhood car is several times higher in the inner city than

These inequalities are embedded in the city’s spatial structure and

in the suburbs; accidents may involve local cars or cars from else-

in institutionalized practices. ◆

where. However, the risk of having an accident is higher in the
downtown area, and local residents spend a disproportionate

I am indebted to Hyun-Gun Sung for his assistance in assembling the data.

amount of their driving time on these streets, so the odds are
stacked against them.
Figure 4 summarizes insurance claim rates and premiums as

FIGURE 4 Premium and claim rates relative to city average

a percent of the citywide average. The bodily-injury claim rates
■ Bodily injury claim rate
■ Insurance premium
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are highest in the inner city and lowest in the outlying suburbs,
reflecting the spatial pattern of accident rates. The higher claim
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rate in downtown is tied to a higher accident rate; in turn, higher
insurance premiums are tied to the higher claim rate. This is consistent with the insurance industry’s assertion that premiums are
ance premiums for hypothetical individuals with the same cover-

RATIO

based in part on an area’s accident rates. Figure 4 quotes insur-
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age and the same driving record; differences reflect variation
associated with location only. It may be economically rational for
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insurance companies to charge according to risk, but this practice
imposes a financial burden on even good drivers in the inner city.
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One of the societal consequences of the above findings is that
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disadvantaged people bear a disproportionate share of the economic burden generated by the region’s traffic. The disparities in
premiums coincide with the socioeconomic geography of Los

FIGURE 5 Racial distribution and poverty
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FIGURE 3 Accident rates relative to city average, 1994–2002
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