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SHORT ANSWER
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Drivers (buyers and potential buyers of car insurance) know more about their driving habits than do the insurance companies (sellers of car insurance). The price of car insurance is likely to reflect the information asymmetry in that it incorporates more of a risk component than is really necessary to insure good and average drivers. Consequently, good and average drivers are priced out of the market and they rationally choose not to buy the insurance unless they are required to do so.
