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Learning from the whizz kids

¥ When can

the younger
generation get
access to the
board and be able
to influence the
way businesses
grow and adapt?

3 twittercom/InsuranceSteph

P4 stephanie.denton@incisivemedia.com

My six year-old is a whizz
on the iPad and has been
since he was four. While I
carefully follow the
instructions to the apps we
download, he learns as he
plays and instinctively works
out when he needs to tap,
tilt or shake the tablet.

He has never known anything but instant :

photos and TV-on-demand and he already

. knows we can Google anything I don’t know

the answer to. And my 13 year-old nephew is

a step ahead of even this, showing his mum

how the world of connectivity works.
When they come to buy insurance

A products in the not-too-distant future, they :

will demand to purchase it when they want
and how they want, and there is no doubt
this generation — which won’t wait more

. than three seconds for an internet page to

download — will definitely not wait for an
insurer that hasn’t caught up.

They will want insurance as flexible as
they are and an annual renewal point will

. be a thing of the past.

They will want insurance to cover
everything they do, including when
they decide to drive their autonomous
car themselves and when they let it

¢ chauffeur them.

And they may expect people of their

- generation and with their technical
 know-how to be the people behind the

companies driving these changes. We hear
people saying the younger generation is the
future so frequently it is clichéd — but this
must be the truth.

This week’s Insurance Census reveals the
youngest member of an insurance board is
32 years old, but as the average age of board
members is 52.7 this does not look to be the
norm. However, the research finds the sector
is relatively young overall, with people below
the age of 35 making up nearly half (46%) of
the workforce.

So, when can the younger generation get
access to the board and be able to influence
the way businesses grow and adapt?

Certainly business and life experience
is needed on the board but is there room
for some fresh blood and new thinking in
these positions too? Should the insurance
industry think about the make-up of its

. boards more? And can the younger generation

teach the experienced insurance hands
a thing or two?

I certainly learn from the youth of
today and I only expect more of this in
the future.

. Stephanie Denton, editor
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Apil president says insurers should not act as policymakers

Insurers fear ‘floodgates’ will open if
scope for psychiatric claims is widened

By James Verrinder

twittercom/Post_JamesV

DL james.verrinder@incisivernedia.com

Insurers have expressed concern

that Association of Personal Injury
Lawyers proposals to broaden the

scope of who is able to lodge a claim
for psychiatric harm could ‘open
the floodgates’ to spurious claims.

The law currently states
that anyone making a claim for
psychiatric harm must have ‘a close

tie of love and affection’ in order to

appeal for compensation.

This applies between parents !

and children as well as between
spouses and fiancés, however,
Apil has called for a legal change
and wants the group of potential
claimants widened to include
grandparents, aunts and uncles,
friends and colleagues.

this month, the association said:
“Psychiatric illness has for too long
been regarded by the law as being
less serious than physical injury.
Developments in medical science
have proved that this is not the case:

psychiatric illness can prove every

bit as debilitating.

psychiatric harm are entitled to
claim compensation and should notbe
required tojump through unnecessary
and unfair hoops to be able to do so.”

Insurers and defendant lawyers
have offered a robust response to

Apil’s stance, with industry players :
telling Post that the current legal :

framework is satisfactory.

i manager at Allianz, said: “As a |
. matter of principal the insurance :
: marketwould take the view that the :
. control criteria should not be lifted.” |

Morgan explained that the law
on psychiatric harm as it currently
stands came into force in the
aftermath of the Hillsborough
stadium disaster in 1989, in which
96 people lost their lives.

He said: “[In 1992] the court took
a view that there had to be a limit :

on the type of people that were
entitled to claim, otherwise you get
these major events where someone
alleges that they have suffered some
sort of injury and makes a claim.
“That just opens the floodgates

i because you getawhole hostof people :
: jumpingon the bandwagon sayingthey :

» i

have seenitorheardit, butthey didn't.

Morgan continued: “I suppose, in
principle, that those people may suffer
agenuine injury, but the pointis there
needs to be some restriction on those
peoplewhoare entitled tomakeaclaim.
There were very sound policy reasons

: why the courttook the view therehad :
In a briefing to parliament earlier !

to be some sort of limit.”

He stressed that the existing
control criteria about who can make
claims for harm were not “just there
to limit financial compensation”.

“Our view would be that those
control criteria were argued in depth

¢ and should remain in place. There :
. shouldn’t be any reason to change
“People who suffer needless :

the law,” he explained.

“We are not saying people have not
suffered an injury, it’s just that that
injury doesn’t count in terms of law
for damages against another party.”

Caroline Johnson, head of claims
at LV, added: “We believe that

genuinely injured claimants should
receive fair compensation but there !
also has to be some realism around
Guy Morgan, casualty claims

the remoteness of an ‘injury’ to an

Spencer: insurers may oppose push

event that gives rise to compensation.

“If changes were made as proposed
by Apil, thiswould open the floodgates
to potentially spurious claims where
somebody has experienced a quite
normal emotional reaction as we all

seek to push up insurance premiums
and has the potential to be the next
whiplash phenomenon.”
Meanwhile, Carly Forrest, a
partner and solicitor advocate at law
firm BTO, said: “I find the ‘colleague’
request pretty astonishing to be

. honest. Where do you draw the

line? That’s going too far.”

Apil has called on parliament
to update the current “archaic,
inflexible and unfair” law as a
“matter of urgency” to coincide
with the 25th anniversary of the
Hillsborough disaster.

John Spencer, Apil president, had

proposed changes to the law on
claims for psychiatric harm.

He told Post: “I would hope that
insurers would take the view that
they are there to ensure that they
are available and make payment
when insurable events happen and
wrongdoing is proved.”

However, Spencer conceded that
¢ Apil’s plans to push through a change

i tothe law would probably not be met
© with open arms by insurers.

“My fear is that they might see

‘ more claims being made and,

therefore, oppose it,” he said.
“Insurance is necessary for society,
but I'm not in favour of insurers
acting as policymakers in terms
of deciding what can or cannot be
compensated for in any arena.
“Where they get it wrong very

badly is when they enter the fray

and go beyond their briefin terms
of arguing what can or can’t be
compensated for.”

Spencer added that the stance of
some insurers over whiplash cases
means “they might not approach

¢ psychiatric harm as objectively as
: they might”.
do in our everyday lives. This would

He was quick to head off the
“floodgate argument” used to oppose
potential legal reform, where a
change in who can claim would lead
to a rush of people making claims
for psychiatric harm.

“The argument just is not

i sustainable,” Spencersaid, “Mercifully,
¢ the disasters are few and far between.

It sounds like a plausible argument
butitreally isn’t borne out by the facts.

While not expressing any
particular concern about the
possibility of “floodgates being
opened” by a broadeneing of the law,

: the Association of British Insurers
. disputed allegations by Apil that
i hoped that insurers would support

insurers “go beyond their brief”.
An ABI spokesman told Post:"The
ABI itself has never done this -
what we have on occasions said
is that it is for society to debate
on the appropriateness of paying
compensation in some instances,

¢ such as low value whiplash claims.

“This is certainly not the same
as arguing what should and should

! not be compensated for.”
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Mass claims Aviva proposals are from ‘leftfield’ and ‘not constructive’

Laspo benefits questioned as industry
rallies behind Aviva whiplash proposals

By Katie Marriner

twitter.com/PostKatieM

DA< katie.marriner@incisivernedia.com

Insurers have backed Aviva’s

proposals to reduce the volume and
cost of whiplash claims against a

backdrop of criticism around the
effectiveness of the government’s
civil justice reforms and aggressive
tactics by third parties.

Aviva last week (12 March)
announced six proposals it considers

could result in fewer whiplash :
claims and lower premiums as :
well as tackling those who seek to !

abuse the system by profiting from
fraudulent injuries.

UKand Ireland general insurance
CEO Maurice Tulloch said customers
are “fed up” with the compensation
culture in the UK, with research

conducted by the insurer calculating
that the £2.5bn cost of whiplash-type

claims adds £93 to the average motor
insurance premium of £372.
“Aviva’s plan shows it is possible
to cut the cost of motor insurance
and ensure those who have suffered
genuine injuries get the care

or compensation they deserve. :
Introducing these reforms is a |
challenge but we will not hide

from this — the UK’s motorists
deserve even more affordable motor
insurance,” Tulloch said.

The proposals expand on a set of
reforms Aviva launched in July 2014,
which suggested treating minor

whiplash injuries with rehabilitation :
rather than monetary settlements. '

Rob Townend, Aviva claims

director, said the new reforms take :

i

Townend: going one step further

the insurer’s stance on “care not
cash” further.

He told Post: “Everything we have
said before still stands. Regulation of

claims management companies and :
reducingincentives forany partofthe :
motor claim — thatis all partofthe !

same story. This research has gone
one step further and tried to inform
how we might do some of this.”
The new reforms include
recommending that all soft tissue
injury claims should be made within

12 months of an accident, that ;
insurers should provide treatment of

up to three months for the injured
party regardless of fault, and, where
a claimant can demonstrate they
have been injured for more than
three months, that damages should
be awarded against a clear and
transparent tariff.

Market data extracted by Aviva
from the Deparment for Transport’s

Data Monitor, which showed a
30% reduction in road collisions
alongside a 62% increase in injury
claims settled, came as a surprise
to Townend and led him to suggest
“the system is not working”.

As part of its whiplash report, !
Aviva commissioned Frontier !

Economics to establish what the

UK could learn from countries :

Milliner: slightly idealistic

that have successfully reduced the
number and cost of whiplash claims
between 2005 and 2013.

The analysis showed that UK
motor premium rates rose faster
than other European countries over
the lastdecade, including Germany,
France, Sweden, Norway and Spain
(see box).

Ideas reinforced

Other major UK motor players have
reinforced the ideas raised by Aviva
on the best way to curb the cost
and volume of UK whiplash claims.

Ageas claims technical excellence
and development head Karl Parrsaid
the company supported reducing
the focus on financial incentives
but advised caution around the
proposal to reduce the limitation
period to 12 months. Such a move
could spark increased protected
litigation, Parr warned.

“[That] would go against the
intention [of the proposal|. It is more
about continuing to make the process
simpler and taking away the financial
incentives for those that want to push
and bully people into making claims
they don’twant to be making,” he said.

Martin Milliner, LV claims
director, agreed the reduced
limitation period proposal could

7 b

Tulloch: motorists deserve more

be problematic in terms of
restructuring the Limitation Act.

“It is possibly slightly idealistic
that we would be able to get a
one-year limitation for these types
of claims but there is nothing wrong
with trying and if you don’t ask, you
don’t get,” Milliner said.

One group that did not support
Aviva’s reforms was the Motor
Accident Solicitors Society. Chair
Sue Brown said that by diverging
from existing government action on
soft tissue injury claims the insurer
was not being “constructive”.

She explained: “The industry
is working very hard on this issue
at the moment. Mass is working
with the Association of British
Insurers, the Ministry of Justice and
other stakeholders on a solution
to this problem via Medco and an
accreditation of experts.

“There is an awful lot going on
and for Aviva to come from leftfield
and have a completely different take
on it is not constructive.”

However, Milliner had reservations
Medco would be effective and claimed
it was timely that Aviva brought
whiplash into the spotlight so close
to the general election.

“Whiplash is still a £2bn problem

¢ for the industry so it is incumbent
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Claims Portal faces rise in

motor industry claims

There were

840,000

motor injury claims submitted to
the Claims Portal by year ending
April 2015.

This represents

2300

claims every day.

This figure is an increase of

9%

on the previous year - or

200

extra claims per day.

Source: Claims Portal RTA Management Information,

January 2015

Proportion of Aviva motor injury claims involving whiplash

Of 75,000 motor injury
claims recorded in
2014, 80% included

whiplash and 96%
were brought by third
parties - such as claims
management companies
and alternative business

structures.

How do UK motor injury claims statistics stack up next to other major European countries?

Issue

Average Motor Premium

UK
£372

France

On average, £223 less
40%)

Germany

On average £186 less
(50%)

Whiplash claims

80% of motor injury
claims

3% of motor injury claims

47% of injury claims

Injury claims trend

Up 62% from 2005-13;
accidents fell 30% during
same period

Down 55% from 2000-14,
in line with fall in number
of accidents

Down 50% over 40 years,
in line with fall in number
of accidents

Lawyers used/ Legal fees

Fixed fees of £500 + 25%
contingency fees

95% of low value injury
claims settle without

Fixed fees of €300 (£216)

court proceedings

upon insurers to keep beating this :
drum, particularly in the lead-up

to the general election, to remind
government this problem has not
gone away and still requires further
attention,” he said.

agreed whiplash claims volumes had
returned to levels experienced prior

to the introduction of the Legal Aid, :
Sentencing and Punishment of Offenders

Act2012. While it has been effective in
some areas, the legislation has failed
in others, the insurers considered.

Tony Newman said: “Something

needs to be done to address the :

compensation industry thatexistsin :
this country and in doing so benefit
the policyholders who unfortunately !

foot the bill.

“Laspo has failed to achieve that,
¢ which is evident from the numbers.
LV, Allianz, Ageas and RSA

General damages inflation is running

are out of kilter with other countries
and it is unsustainable.”

RSA emerging issues technical :
consultant for civil justice Stuart :
i Fielding said the firm continues to
Allianz motor claims manager !

that include whiplash.

“Financial incentives to claim still

remain and claims volumes have
unfortunately returned to pre-reform
levels. Although Laspo has addressed

¢ some of the personal funding issues
little has been done to specifically

address the whiplash problem and

¢ we would urge for attention to be
at approximately 25% against ;
pre-Laspo levels of compensation. We

paid to this,” Fielding said.

: Milliner added: “The cost of [soft :
. tissue| claims has definitely partially
i reduced but the volume has not.
Similarly the value or ability for :
those involved in the compensation
¢ process has not diminished either.”
see a greater proportion of claims :

Ageas noticed areduction in claims

i per policy after the introduction of
Laspo, according to Parr, but over

the past six months that started to
. increase to pre-Laspo levels.

“Prior to Laspo the volumes
of claims were on an increasing

i trajectory and that has slowed
. down. It has brought to the public’s

attention the relationship between
spurious claims and insurance

premiums,” he said.

: Third-party problem

The Aviva research highlighted
96% of its whiplash-related claims

¢ were brought by third parties such
i as CMCs or alternative business

structures, with financial incentives
cited as a driver for this figure.
Insurers spoken to by Post that

. own ABSs refuted they are adding

to the compensation culture by
operating such businesses.
RSA, which launched an ABS in

conjunction with Parabis Law last

week (13 March), said it adheres to
the ABI code of conduct of practice
to support claimants who have

¢ suffered road traffic injuries.

“We believe [having an ABS]is the
right thing to do for our customers
who have a genuine need to ensure

; theyare provided with a high quality

end-to-end service,” Fielding said.
Parradded that Ageas Law, set up
in April 2013, was developed partly so

i its customers would not have to suffer
i cold-calling from claimant lawyers.

“We have an ethics committee
that is set up to ensure that we
manage the nature of the claims that

¢ go through there and that helps us

identify the fraudulent claims from

the genuine ones,” he said.
Townend, however, emphasised

that Aviva does not run an ABS.

“We are not earning money from

injury claims,” he said, “We are not
feeding the beast.”

i Read more online...

Aviva bolsters whiplash fight with
new proposals
www.postonline.co.uk/2399197

Aviva calls for rehab-only
compensation for minor road
accident injuries
www.postonline.co.uk/2356772
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Independent review of product recall aims to make enforcement effective

Rate hikes touted as recall review
points to increased insurer exposure

By Francesca Nyman
twitter.com/PostFrancesca

DA< francesca nyman@incisivemedia.com

A review into the way companies
handle product recall could
trigger premium inflation and
compound administrative burden
asinsurers’ exposure to recall costs
increases significantly, legal experts
have warned.

Consumer Affairs Minister
Jo Swinson last week (12 March)
appointed former Watchdog presenter
Lynn Faulds Wood to head up a major

UK are handled, with one of the
aims being to increase the number
of faulty products that are removed
from the supply chain.

According to a recent You Gov
survey, just over one-third of
consumers (36%) currently register

their appliances, meaning that in

the event of a recall, many items
remain untraced.

The independent review will
focus on making enforcement more
effective and explore consumer
understanding of the process.

However, Shane Sayers, partner :
i“due diligence and administrative
i burden,” he noted.

atlaw firm Kennedys, said there was
no need to alter the recall system in
England, or the European Union, and
that “a more robust system” could
actually lead to unnecessary recalls.

He told Post: “The rules, if
correctly applied, ensure that the
relevant authorities are informed
early about any potentially
dangerous or unsafe products and
if adequate safeguards or actions
are not proposed the authorities

i will require a recall or other
¢ appropriate actions. ;

“The principle dangerin the current
system is that the manufacturer !

is left with the obligation to act
in accordance with the relevant
requirements and, on some occasions,
they have a reluctance to do so,

¢ particularly when they only have a
. few complaints.”
review into the way recalls in the !

On the prospect of a change to
the system, he added: “A more robust
system would probably lead to more
and in some cases unjustified recalls
and this would certainly dampen
insurers enthusiasm for this type
of cover. At the least they would

i look for a premium hike.”

Kieron Russell, an underwriterat :
Tokio Marine Kiln’s enterprise risk —
{ manufacturers a better chance of

and a specialistin productrecall, said
that while the review was positive
from a consumer perspective, it “may
well broaden the market’s exposure
to product recall claims”.

It could also increase firms’

“Insurers will need to ensure
that their insureds track all of
their customers’ purchases more
effectively, such as through some
type of register,” he explained.

“The advent of big data, which

is manifested in things like
¢ supermarket loyalty cards, has
increased our insureds’ ability to
i communicate product recall issues — :

i but it is still a very difficult and
| time consuming process.”

However, Stephen Turner, an
associate specialising in product recall
at DAC Beachcroft, said the scope of
the review was “encouraging”.

“Recalls are most effective
when manufacturers, retailers
and consumers work together in

partnership. Even the best managed
¢ recalls will benefit from better
i return rates,” he said.

“[They] can be triggered by
very specific issues and so it’s also
important that only affected goods
are covered so that consumers can
continue to have confidence in
unaffected products.

“High standards of traceability
and tight supply chain control give

getting the message across. It’s
encouraging to see that the final but
critical step of reaching consumers
is being given renewed attention.”

According to Turner, a central
record of consumer goods recalls

i in the UK, where consumers could
. register their product and get email :
- working group then it is important
a recall would be “a good first step”

or text alerts if the product ends in
in achieving higher recall rates.
Andrew Robinson, head of product
recall at Cunningham Lindsey, said
that while a central register was a

© positive idea the responsibility should
- teside with the retailer or the supplier
as “ifit’s left to the purchaser — with :

. the best will in the world — it’s not
© going to happen”.

“The world we live in is one of

massive technology. There has to be
. abetterway of recording data so that
itcan be used at a later time,” he said.

Reflecting on the potential risk
to insurers if more products are
recalled, Robinson said it depended
on “the scope of the cover” but said
the savings made by recalling a lower
number of products were often “a
false economy”.

He commented: “A very small
percentage of businesses out there
have actually decided to insure against
recall. If you have recall cover then
the smaller the number [of products|
that are recalled, the smaller the
number that need to be replaced, so

you could see that as a saving.

“But when you're only recovering

10% to 20%, which is fairly standard,
i that leads to considerable [product

liability| exposure.”

“The amount that is not spent
replacing products is probably
significantly outweighed by what
could be incurred as a liability if
the faulty products cause injury or
damage,” he explained.

Whatever route is taken by the
review, it is important that the
insurance industry is represented,
Robinson said.

“There’s a wealth of knowledge
within the industry as we’ve been
dealing with these issues for years.
If the review takes the route of a

thatis has insurance representation,”
he said.

Read more online...

Former Watchdog presenter to
head recall review
www.postonline.co.uk/2399742
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Cyber risk suffers from ¢

ouded thinking

Businesses, insurers and government must work together to provide resilience to cyber attacks

C-Suite - Insurer

Matt Webb
Head of technology, cyber and data,
Hiscox

The stream of recent high-profile
cyber attacks has shown how many : |

companies are now falling prey to
hackers. Yet the reality is that many
more incidents go unreported — or
undiscovered. In fact, the recent 2014
Information Security Breaches Survey
from the Department for Business

Innovation & Skills estimated that :
up to 70% of companies keep their :

worst security breaches under wraps.

This is at the same time as the
World Economic Forum’s Global Risk
Reportfor2015 ranked cyber alongside
geopolitics, climate change and
economic turbulence as one of the
top business risks. So why then, are

the vast majority of UK businesses —
both large and small — not buying

insurance to manage their cyberrisks?

Although historically there have
been relatively low take-up rates on
cyberinsurance in the UK, this looks
set to change. Our own research shows
encouraging signs in terms of the

intention to buy, with more than 41%
of the small businesses we spoke toin :
January this year saying they intended

to buy a cyber policy in the next 12
months. That’s why we anticipate
the UK cyber insurance market will
double or even treble in 2015.

For now though, what’s clear

is there is still a worrying lack of :

knowledge about cyber exposure.
Many companies struggle to
understand — and, therefore,
mitigate — their own vulnerability
to cyber attacks. At the same
time, many insurance brokers admit
to not having the confidence to speak
to clients about the value that cyber
insurance can provide.

Itisin all ourinterests to bridge
this knowledge gap. Our industry
must work hard together on what s
a growing issue thatrequires more
than simply lip service if having a
cyber policy is to become the norm
rather than the exception.

o» Many companies struggle to understand —
and, therefore, mitigate — their own vulnerability

to cyber attack

Hiscox has committed to
working with 11 other insurers
and the Cabinet Office on the role
of insurance in managing and
mitigating the risk, as well as what
can be done to help companies
become more resilient to the threat
of cyber attack.

For example, the lack of common
definitions among insurers for terms
such as ‘breach costs’ and ‘cloud
provider’, and the wide differences
between insurers’ policies may be
creating an unnecessary barrier
to purchase.

In addition, we believe the
creation of a ‘buyer’s guide’,
could help drive harmonisation
in cyber risk policy wordings and
improve clarity for the purchase
decision-makers.

Finally, we all need to challenge

ourselves on how good we are
at managing our own data risks.
As custodians of vast amounts of
confidential customer information,
insurers and brokers are not
immune to being targeted by cyber
criminals in much the same way as
many other companies. A recent
fine imposed on a travel insurer by
the Information Commissioner’s
Office is a case in point; we are not
beyond reproach.

In cyberrisk mitigation, thereisa
role for everyone. Itis important that
businesses, insurers and government
work together now to help make UK
companies more resilient to cyber
threats of the future. There is the
chance to make London a global
centre for cyberrisk insurance and
the demand for cover is there, so we
must seize the opportunity.



7 iR =

WHO WILL COME OUT ON TOP AT THE BRITISH INSURANCE AWARDS 2015?

Transformational Deal of the Year i Cigna
Digital Insurance Initiative of the Year f. LexigNExig: oo
...................................................................................... The Insurance Start-Up Award
The Technology Award @ -------------------------------------------------------------------------------- Y
.................................................................................... Investing in the Profession Award &
Personal Lines Broking Initiative of the Year @ ------------------------------------------------------------------------------- Gl
....................................................................... ZURICH Young Achiever of the Year Kennedys
Commercial Lines Broking Initiative ﬁ ------------------------------------------------------------------------------------
of the Year — SME/mid-corporate RS A j Corporate Social Responsibility Initiative of the Year C ggﬁyg

Commercial Lines Broking Initiative of the Year —
Large corporate/multi-national customers

Insurance Broker of the Year
— International/London market

.................................................................................... ..

The Insurable Risk Management Award grc a1rmic :‘, HCC CaUCI'edlt LTV
Customer Care Award ~

Marketing Campaign of the Year Lamb brandformula ageas‘\\

For more information please contact T: 020 7316 9092 .
Katy Weaver: E: anthony.epega@incisivemedia.com insuranceawa rds.com
T: 020 7316 9423 W: insuranceawards.com

E: katy.weaver@incisivemedia.com



10 | Post Magazine | 19 March 2015

NoO balance on bereavement awards

Two appeal cases have highlighted the inconsistencies between fatal claims awards

North of the Border

Debbie Connor
Associate at Simpson & Marwick

Two recent Scottish appeal decisions
highlight the gulf between the
jurisdictions regarding damages

in fatal claims. In England and
Wales a single bereavement award

(currently £12,980) applies.
In Scotland the Damages (Scotland)
Act 2011 allows a wide category of

relatives to claim. These cases can
be heard by a judge or a jury who :
will assess the appropriate level of :

damages. There is no statutory limit.
Historically, juries have awarded
significantly higher damages. An

appeal decision in 2012 recognised :
that awards by judges were too low

and that efforts should be made
to narrow the gap and to provide
some consistency. In these two
cases, the first instance awards

were taken to appeal. Sadly, no real

consistency emerged.

In Young v MacVean [2014] the

mother of a 26 year old was awarded
£80,000 following his death in a
road accident. The judge noted
their particularly close relationship

While the judge agreed that there
was a general hierarchy, with
spouses receiving more than parents,
there was ‘exceptionally unusual
closeness’ justifying £80,000.

In Currie v Esure Services [2014]
the court awarded £42,000 to each

i parent of a 25 year old killed in a
© road accident. The claimants argued
following the death of her husband.

that this did not take sufficient
account of comparable jury awards.
The appeal court held that £42,000
was not manifestly outwith what

¢ could be regarded as reasonable.

P An appeal decision in 2012 recognised that
awards by judges were too low and that efforts
should be made to narrow the gap and to provide

some consistency

Consistency remains elusive and
reserving remains difficult given
the variations in awards.

Mrs Young also claimed as a
secondary victim for symptoms of
post traumatic stress disorder. She
passed the scene of the accident
and saw its aftermath. Before her
son’s identity was confirmed, she
had developed a strong suspicion
that he was involved. The court

¢ held it was artificial to separate
. her coming upon the aftermath of
. the accident from actually hearing
. her son had died. This was not a
. case of a relative simply being told
. of the death.

Contrast this with Wild v
Southend University Hospitals NHS
Foundation Trust [2014]. Mr Wild
realised, from the actions of
medical staff, that his unborn
son had died. The court held
he was not a secondary victim:
his trauma had not arisen from
witnessing any horrific events and
the control mechanisms in place
excluded his claim. The court
accepted that the lines were often
drawn arbitrarily.

Until the authorities are less
arbitrary and more consistent we
can expect to see similar cases
brought back to the courts.
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ONLINE THIS WEEK

The top 10 stories from www.postonline.co.uk

Seven law firms selected

following NFU legal panel
reshuffle DAC Beachcroft, Keoghs
and BLM among the chosen few
www.postonline.co.uk/2399069

RSA receives approval to launch
ABS Insurer links up with Parabis
Group for alternative business structure

www.postonline.co.uk/2399510

Aviva bolsters whiplash

fight with new proposals Six
recommendations aimed at reducing
the number of whiplash claims and
lowering premiums
www.postonline.co.uk/2399197

Apollo-backed bid for Chaucer

motor book stalls Markerstudy is
in pole position to tie up a deal for UK
motor business
www.postonline.co.uk/2399768

RSA strikes Amazon cloud

computing deal Technology will
initially be used to host several RSA
and More Than websites
www.postonline.co.uk/2399111

LV’s O’Roarke targets motor

reduction to 50% of portfolio
Insurer to focus more of its business
on the home and SME space
www.postonline.co.uk/2399132

Smith refutes bully claims
Ex-RSA Insurance Ireland CEO
Philip Smith has denied claims that he

oversaw a culture of fear
www.postonline.co.uk/2399406

Lloyds’ private equity house

backs SSP management buyout
LDC supports the £207m deal
www.postonline.co.uk/2399703

Towergate names

Ecclesiastical’s Wood as
Paymentshield boss Steve Wood will
join the Towergate executive team
www.postonline.co.uk/2399169

1 Ageas warns of retail job
losses Potential support
function changes will impact the
insurer’s Bournemouth facility
among others
www.postonline.co.uk/2399572

Is an all-risk
business interruption
policy achievable by the
insurance market?

2%

said yes

3%

said no

5%

said don’t know
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GROW, PROTECT
AND SUPPORT

Broker Network’s CEO Andy Fairchild outlines his vision for the year ahead
and the three areas he aims to focus on in 2015

By Rachael Adams

ndy Fairchild has a secret. “I'm
running the London Marathon
in April, but I didn’t tell anyone.”
But the news got out and “now I
have to do it!” he laughs. While
Fairchild may not be keen to discuss his running
career, he is eager to talk about his plans for
Broker Network for the year ahead. Having joined
Towergate in December 2013, going on to replace
Gary Duggan as CEO last summer, Fairchild has
a strong vision for the network going forward.
“I'am continuing to live by the ‘grow, protect
and support’ mantra of the business, and since I
joined I have found members are generally very
happy with how we’re doing. We’ve conducted
some extensive member research and, while
net promoter scores are at an all-time high,
there are some changes that need to be made.
“There are three things I want Broker Network
to focus on in 2015. The first is more products —
more specifically, more bespoke products. When
we did some member research last year, they
were telling us they want products that are
unique to Broker Network members — products
no one else can have,” Fairchild explains.
The second strand of his 2015 plan is a “more
vibrant managing general agent”. Another point
based on the recent member research, Fairchild
says developing Broker Network Underwriting
into a force to be reckoned with will provide
network members with “the depth and quality
of products and services, people and systems to
have the leading MGA for members of the leading
broker network”. He admits that although
Broker Network “is not where it should be at
the moment”, he is working closely with the

|
&€ When we did some

member research last
year, they were telling us
they want products that
are bespoke to Broker
Network members

MGA arm’s managing director Mike Ellis to get
the necessary changes underway.

Finally, and perhaps most crucially, Fairchild
wants to build on the company’s culture. “We
need to make sure Broker Network’s culture is
right and that every single member of staff is
‘walking in brokers’ shoes’,” he comments. “We
even have a mock-up of a broker’s office in our
own office so people can see what it’s like to go
through what brokers go through on a daily
basis.” And how does he plan to achieve this?

“By talking to our members and learning what

they want. Communication is key.”

Understanding brokers

And Fairchild shouldn’t find understanding
brokers’ needs too difficult — particularly
in terms of a network. “Networks are in my
blood,” he says. “I was part of the team that
set up the Countrywide Network over 20 years
ago, so it feels completely natural to be back
in a network. The values of networks are very
important to me.”

Before Countrywide, Fairchild started life at
Royal Insurance as a graduate trainee, before
taking on roles at other big-hitters such as
Commercial Union and Axa. He can also be
credited with setting up the insurance and
customer service arm of First Direct. Fairchild
believes his previous roles stand him in good
stead for heading up the UK’s largest network —

“over 600 at the last count” — saying: “I learned
a lot about working on both the insurer and
the broker side, which, of course, comes in very
handy when working at a network because
you're dealing with both sides.”

There are also a couple of curveballs in
Fairchild’s career history, including roles in
local government and also within the care home
sector. “They may not have been in insurance,
but [these jobs] gave me a more rounded view
of the world and also developed my mindset
of helping people, which is what networks do,
after all,” he comments.

Nowhere is the help Broker Network gives to
its members more valued than in its compliance
offering. As Fairchild explains: “Brokers use us
foralot of reasons, but the key one is compliance
and help with regulatory issues.” With the new
regulator and the increased number of thematic
reviews, UK brokers could be feeling the pressure,

“and that’s where we come in,” he says. In fact,
honing the network’s compliance services is all
part of Fairchild’s vision for boosting member
numbers and profits in the long term.

But it is not just improving and enhancing
current offerings that Fairchild will be focusing
on in his first full year as Broker Network CEO.
He reveals: “We are going to move into the




Winfield

lain

start-up arena. It’s a natural progression for
a network which focuses on SMEs. However,
they will have to pass some rigorous vetting
processes to make sure they fit into the Broker
Network culture. It’s all about the culture.”

However, movinginto servicing start-upsisonly :
one development the business will be working on
this year. Fairchild says Broker Network is also :
currently putting plans in motion for a move

into Northern Ireland. “They have a slightly
different regulatory and compliance structure
to here, so again it’s a case of working on that
bespoke offering,” he explains.

Media spotlight

However, you can’t discuss where Broker
Network is going without discussing where it

has been — and the answer to that is firmly
in the media spotlight, thanks to its parent
company Towergate. Although Towergate has
recently agreed both a bondholder deal and a
deal which will see the company taken over by

its unsecured creditors, it has been an uncertain
few months. When I ask Fairchild about how
issues at Towergate have affected his first few
months in the Broker Network role, he jokes: :

“Well, it has been a bit busier than I expected!”

He continues: “It has been a hectic few
months, but we are coming out the other side
now. Obviously Towergate has been in the

spotlight but we are getting to a place where it
will be more ‘business as usual’. Clearly as we
are part of Towergate that has affected us, but
Broker Network is in a strong position. We are

the biggest network in the UK, we are here to

support brokers and we will continue to do that.”

Talking about the future for Towergate,
Fairchild is positive. “The bondholder deal will
bring greater stability. Any company needs a

strong parent so that will be good for Broker
Network too,” he says. And what of rumours that
the business will be one of the parts to be sold off
further down the line? “We are not working with :

a view to being sold,” Fairchild responds. “You
never know what will happen in the future, but
to my mind we are very much part of Towergate
and will be for the foreseeable future.”

Parent company controversy aside, there are

said in the past that some members are more :
engaged than others,” admits Fairchild. “Butinany

network thatwill always be the case, and with our
business the segmented structure also comes into
play. Those members with a more comprehensive
package, such as the Premier option, will be more
engaged than some other members,” he explains.

Fairchild has also spoken out about the

unscrupulous tactics of Broker Network’s
competitors, pointing out their short-term
approaches to member incentives. He says now:

“Some networks will work that way, but Broker

|
€€ Those members with

“a more comprehensive

other challenges facing Broker Network. “T have :

package, such as the
Premier option, will
be more engaged than
some other members

Network remains committed to being here for

¢ the long term. We’ve been here for 21 years and
we will be here for another 21 years, and the way
i you achieve that is by offering a good service.”

One time-old challenge facing all networks
is that of proving their relevance and worth
to insurers. Broker Network operates a broad
panel of insurer partners including Allianz,
Zurich, Axa and Ageas. Fairchild believes

. striking a balance between the commission
¢ paid and the total cost of the partnership is
key, as well as applying the bespoke nature
i of the broker offering to the insurer partners.

“It’s basically about bringing the insurer
partners something they would not already
have anyway,” he says.

Regulatory stress is also putting 14
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15 pressure on Broker Network and its :
competitors. As Fairchild explains: “An :

ever-evolving regulatory agenda means there
is an increased focus on providing a much
more consistent approach across the market
as a whole, which will impact the smaller
broker significantly” — and as Broker Network
specialises in SME brokers, this will mean it
has its work cut out.

constantly evolve” can also be counted among
the challenges facing networks, according to
Fairchild. He says: “Networks need to ensure
they’re delivering value to brokers and are
seeing through the changes, and there is a
need for networks to focus on what motivate

a broker and remain fresh.” He cites Broker :
Network’s record net promoter scores —:
Premier scores doubled from 20 in 2013 to :

40 in 2014, while Advantage member scores
increased from -8 to 23 — in part as a result
of “learning to listen.”

No technology concerns

One potential challenge Fairchild is not :

concerned about is technology. “We are hearing
about technology all the time but I do not
think networks should feel threatened,” he
says. “I actually think digital initiatives such
as e-trading will become absorbed into the way
networks operate. Platforms allow brokers to
access information at any time, and that is
something networks could incorporate into
their service.”

Fairchild’s hobbies
Peterborough .
United 80s music Family

offer advice,” he says.

one reason for the company’s start-ups project.

i development and targeting start-ups, but surely

his goal of “becoming the leading voice for :
: independent regional brokers [and] standing up
i for the entrepreneurial and regional brokers”
is an aim which will shape Broker Network for :

i 2015 and beyond.

Five words to describe himself

However, he does believe technology
could pose issues for Broker Network’s target :
i demographic — SMEs. “Rapidly changing
. technology is often difficult for SMEs to :

implement. The fact that the internet is now !
© dominated by price comparison sites has had :
. animpact on profitability, but brokers can add
¢ much more value than a price comparison site. :
| They have the personal knowledge and can :
Adding value to brokers and a need “to i ;

The future is not entirely bleak for the broking
community, however, with Fairchild saying the
consolidation trend could benefit smaller brokers. :
“Despite the consolidation over recent years there
is still a sizeable number of SMEs wanting to
grow,” he explains, citing the number of brokers  :
approaching the network about goingitaloneas

Fairchild’s to-do list may seem lengthy, !
' covering the network’s MGA, product ;

CV: Andy Fairchild

Now

2014

2011

2007

1996

1992

1988

1987

CEO, Broker Network

Managing director,
Footman James

Operations director and chief
operating officer,
Axa Insurance

Head of customer service and
head of insurance, First Direct

Business development
manager, Commercial Union

Business development
manager,
Countrywide Insurance

Graduate trainee,
Royal Insurance
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ge is perhaps less widely
discussed than gender when it

comes to concerns around

diversity and inclusion. But it

is no less important to the
general insurance sector in an era when
attracting the best young people has never
been more competitive and when more
thoughtis required to adapt working practices
for an ageing population.

In the second part of the Insurance Census,

we consider how the age profile of the sector has
changed since our first census was published
two years ago and how the efforts made to
encourage diversity have developed.

How to attract bright young sparks into
general insurance is an uphill struggle.
However, it is widely accepted this battle will
be won by challenging perceptions of a sector

often viewed as more conservative and less

dynamic than other sectors — even sectors
within financial services.

For some time the Chartered Insurance
Institute has been pushing to encourage young
people to see insurance as an interesting
long-term career choice through its Discover
Risk programme. Meanwhile, many insurers
and brokers are now embracing apprenticeship
schemes in addition to running graduate
schemes, in a bid to attract young people
from a broader range of cultural, ethnic and
social backgrounds. According to the CII, the
sector introduced more than 1000 technical
apprenticeships last year, representing a 21%
increase on 2013 numbers.

Deloitte partner Margaret Doyle comments:

“The focus on apprenticeships and training :

programmes can only help the insurance
industry. The central finding of Deloitte’s Talent
in Insurance survey [published in November
2014] is that the sector languishes in 18th place
out of 30 in terms of employment popularity
[worldwide| — and does even worse in the

Methodology

Attracng the best young people into the

insurance industry can be an uphill struggle.

encouraging diversity?

By Mairi MacDonald

Coupled with an ageing population, is the sector

UK. Part of the problem seems to stem from a
lack of understanding both of insurance as a

service and also of jobs in insurance. Specifically
tackling that perception is a very good idea.”

Portraying the insurance industry as

relevant to young people has often been a
struggle, but one that other sectors have been
able to overcome, according to Mark Huxley,

executive director of marketing firm Lamb. :

We asked 90 insurance companies and brokers to take part in a survey of the demographic profile
of their employees and their board members. The information was treated in strict confidence
with the aim of collating it to present an overview of diversity within the sector. Responses to the
survey from firms’ PR representatives were regrettably low in numbers, and where a reason for
not responding was given, the main one was that HR teams - which normally hold the sort of data
required - were too stretched to meet the required deadline. Of those contacted, 20 firms have
supplied responses to all or some of the questions in the survey. Due to the low rate of response,

it should be noted that the Census figures are not representative of the whole general insurance
industry but rather, give a snapshot of the employee breakdown among a group of firms. Overall,
data was collected relating to 83,139 employees in January and February 2015.

He says: “There are a variety of programmes
out there that aim to bring in young people
from a variety of backgrounds.

“Ten years ago, the branding in retail banking
was not good, but today it’s far more vibrant
and, dare [ say it, sexy. Barclays’ series of adverts
that are showing young people how to carry
themselves in interviews, for example, is a
good step. The insurance industry is starting to
realise thatit too needs to look a bit less boring.”

But despite such concerns, our research

¢ finds the sector is a relatively young one, with

Employment statistics for the UK

30,537,000 686,000

people in employment Business, finance and

[ ) [ ) () related associate

professionals
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people under the age of 35 making up 46% of :
the workforce compared with almost 32% of :

the general population. But, interestingly, the
portion of employees at firms involved in our
survey who are under 35 is lower than the first

Insurance Census in 2013 — while the portion :

of employees over 45 has increased.
According to a 2014 report by the Chartered
Institute of Personnel and Development, Managing

An Age-Diverse Workforce, wholesale, retail and :
motor trades are the employment sectors with

the highest number of 18-24 year old employees,
while professional, scientific and technical jobs
have the lowest.

Lead by example
While increasing diversity in the higher ranks
is widely seen as critical to bringing about

tangible changes throughout any sector, the !

Census also found the portion of board members
under 45 stands at 10.6% — compared with the
2013 Census findings where 20.4% of board

members were 45 or under. However, the
portion of board members in their mid-20s to

30s has remained stable at below 1% during
the two years.

Changes to the insurance sector brought :
about by the digital revolution mean a

requirement for new types of skills, which
brings the possibility of driving greater age
diversity within the sector and certainly more
engagement between the generations.
“Insurance is a risk industry and it needs to
bring in the people that understand the risks
involved. Older people from an analogue age

are not necessarily going to understand the

digital environmentin the same way as younger
people,” suggests Huxley.
Asked whether the increased demand for

expertise in digital technology means people :
are taking on more senior roles earlier in their !

careers, John Burgess, head of talent leadership
and development at Axa UK, says there are signs

of this becoming the case. “It is happening,” he :
says. “Looking at some of our branch managers
and some marketing and digital & analytics :

How old are general insurance
board members?

2015 Insurance Census

16-24: 0%
25-34: 0.9%
35-44:9.7%
45-54:50.9%
55-64: 31.6%
65+:7.0%

2013 Insurance Census

16-25: 0%
26-35: 0.5%
36-45:19.9%
46-55:39.3%
56-65:30.8%
66+: 9.5%

roles, I see younger people coming through,
who bring different ways of thinking about
things. Those roles also often attract people with
non-insurance or financial services backgrounds,

who bring more innovation and are likely to :

think in a non-traditional way.”

Jost Wahlen, Allianz UK head of learning :

and development, says: “Provided individuals

i are ready to take on more senior responsibility

on their career path, and positions become
available or are newly created, anyone will
be welcome to apply and be assessed against

the relevant competency requirements. In a ;
changing and dynamic market there will be
opportunities for the right talent to take on !

responsibility sooner in their careers relative
to what may have been typical some decades
ago, but equally we value the life experience
of all people and age groups.”

In her report, A New Vision for Older Workers:
Retain, Retrain, Recruit, the government’s business
champion for older workers, Dr Ros Altmann,
proposes more opportunities for older 18

Source: Office for National Statistics, April to June 2104: employment breakdown for the UK

Do you have an apprentice or graduate
scheme in place? If so, how many
employees do you expect to join your
firm in this way this year?

73 We have both. In total we will bring in 24
school leavers and graduates this year.”

73 Yes, we have two apprenticeship
schemes: advanced apprenticeship
programme (1 year) and higher
apprenticeship programme (3 years); 10
apprentices are expected to join this year.”

Yes. Four.”
({7

T We run a two-year graduate

programme for three technical
disciplines: claims, underwriting and
pricing/actuarial. We also run a two-and-
a-half week induction in London covering
a full range of technical, compliance and
business skills - aimed at providing a
comprehensive introduction to our firm
and life on the graduate programme. We
expect to recruit five graduates and up to
10 apprentices.”

73 Yes. 12 (based on the last two years’
intake - 13in 2013 and 12 in 2014).”

Yes: 40 graduates.”
({7 g

T We have 11 apprentices across the
whole business. We don’t have a
graduate recruitment scheme, but do have
an accredited scheme designed to develop
our high achievers.”

73 We have an advanced apprenticeship
and graduate scheme in place.
Currently we have five apprentices
and four graduates. In 2015, we expect
three apprentices and three graduates to
join the business.”

No formal scheme is in place.”
{7 P
T Yes. In 2014 we hired 34 via our UK

apprenticeship scheme and 35 via our
UK graduate development programme. “

S

76,000

Pensions and @e
insurance (59)

clerks and
assistants

58,000

Brokers (general)

20,000

Insurance
underwriters

Yes, 10 in the next intake.”
({7

73 Yes, we have an apprentice scheme
which is ad hoc but in recent years
approximately two have been taken on.”
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Age of the general insurance workforce and how it compares

2015 Insurance Census

16-24:14%
25-34:32.2%
35-44: 25.9%

2013 Insurance Census

16-25:18.1%
26-35: 33.6%
36-44:25.8%

Source: Office of National Statistics

Population Data for 2013

15-24:15.5%
26-35:16.4%
36-45:16.0%

Legal sector

The Law Society’s Diversity Char
Annual Report for 2013 found

25 and 44 years of age

under 24 years of

54.1% of the cohort are between

The Law Society’s Diversity
Charter Annual Report for 2011
found 8% of the cohort were

45-54:19.3%
55-64:7.4%
65+:1.2%

46-55:16.1%
56-65: 6.1%
66+: 0.3%

46-55:17.1%
56-65:13.8%
66+: 21%

ter

age

17" people to gain training and new skills :
and highlights IT and social media as areas of :
knowledge that would be advantageous in the !

modern workplace.

advocates improving dialogue and engagement
between the generations in order to break

down perceived barriers. He says: “Older people
¢ can find it difficult to get jobs as the younger :

Robert Reid, vice-president and diversity
champion at the Insurance Institute of London,

person [conducting the interview| might be
concerned they will be [found] wanting in

What proportion of apprentices/
graduates have stayed with the firm for
at least 12 months after completing their
entry programme?

I'T; Over the past 10 years 86.8%
of participants stayed with the
company for at least 12 months after
commencement of the UK graduate
development programme.”

90%."
[{ T

90%."
[{ T

I'T; Itis our first year of apprentices
and the first one will be leaving the
programme in March 2015 and will be moving
into a permanent underwriting role with us.
We retain 100% of graduates for at least 12
months after completing the programme.”

o

T 80%
1%.”

“ 9 ()

T 67% based on the 2010 to 2012
intake, where there have been five
leavers out of 15.”

T 100% of graduates and apprentices have
stayed with the firm for at least 12 months
after completing their entry programme.”

Number of people working
in financial services

According to Department for Work and
Pensions figures from December 2013, 14%
of 18-24 year olds and 15% of people 65
and over in employment work in financial
services, including insurance.

Age Banking, finance,

i groups  insurance, etc
NIEREog 624 432000
MU 5 19§ 2613,000

50-64 802,000

65+ 94,000

% of i
employees :
across

sectors in
each age
group
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Discover Risk

The Chartered Insurance Institute’s Discover
Risk campaign aims to reveal the breadth of
opportunity in the insurance sector to young
people still in education. It involves interactive
sessions in schools and colleges that introduce
young people to the concepts of risk and

how they are applied in practice around the
world. These sessions are supported by local
employers. Since its launch in 2010, more than
12,000 university and sixth form students have
attended a Discover Risk session.

Insurance Census number crunch

As part of its outreach to potential
new talent, the Cll offers a free Discover
Risk membership to students and teachers
with a view to attracting new entrants into
the market. Since it launched just over a
year ago, the scheme has gained more
than 100 members who receive monthly
updates on what is happening in the sector
as well as regular case studies from
professionals and real time job and
apprenticeship updates.

Oldest non-executive director

68

Oldest board member

52.7

Average age of a general insurer board member

47

Youngest non-executive director

36.5

Average age of a general insurer employee

32

Youngest board member

i comparison to the incoming older person with
i more experience. We at the CII are trying to

help people sell themselves in interviews in a
non-threatening fashion.

“We are also talking about reverse mentoring,
so that older members of staff get a better view
into what young people are looking for, rather

. than just doing what they think younger people

should be looking for.”

Reid adds thatreverse mentoring can also be a
good way foryounger staffto take on responsibility
and line them up for future executive roles even

i if they lack the maturity or experience at the
| current time.

Both ends of the scale
Age diversity requires as much focus on
attracting and retaining the best staff at

i the older end of the scale as at the younger

end, particularly as the effects of an ageing
population on the workforce become more
apparent. Altmann has called for the same level
of focus that has been given to gender equality
to be given to age. She cites an absence of age

i audit information as a reason for the lack of

targets for employers to retain older staff.
“Age is very much the poor relation of the

diversity agenda,” she states. “Gender, race

or sexual orientation are often targeted and

¢ monitored but, when it comes to age, older
¢ workers are not a group that is focused on. Any

attention paid to age is focused on younger
employees, particularly since there have been
government incentives to train and recruit the
under 25s.”

Describing the over-50s as a “major untapped

* resource” for boosting output, employment and

living standards, Dr Altmann adds that by 2022,
there will be 700,000 fewer people aged 16 to
49 in the UK — but 3.7 million more people
aged between 50 and state pension age. “Early

| retirement might be sustainable if younger

generations had the capacity to fund ever-rising
numbers of economically inactive members of
society, or if the older generations had prepared
for a far longer retirement. However, neither of

i these factors can be relied upon,” she notes. m

Insurance Census - Next Week

Next week, Post will publish the third

part of its Insurance Census 2015, which will
look at ethnicity within the insurance sector.
Please get in touch if you would like to
comment on what you have read at
mairi.macdonald@incisivemedia.com
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BIG DATA,
BIG OPPORTUNITIES

Imagine having access to a digital record of potential customers’ daily lives.
The information is there — it’s just a question of how insurers can use it

By Edward Murray

f g

ossibility and reality rarely walk
side by side when it comes to new

have dreamed up what they want :
to do, it takes a lot of time and

no little grunt to actually make it happen.
Big datais a case in point and the insurance

industry has wrung only a drop of the potential

value from this sodden vein of possibility. There

are all manner of projects and pilots taking
place, butin terms of mainstream underwriting :

i 1§

|
[P There is no good in

technology and once the experts

having tons of data if

your claims department
cannot correlate it back
to the customer record

R““

processes the market is still a long way from

i incorporating big data analytics into its everyday
. pricing model. The questions are, can big data
} really make a difference, where will it make a

difference and when will the market begin to
start hitting some home runs with it?
Perhaps the best place to start is with big
data itself. To some people the term simply
means unfathomably large amounts of data

¢ thatare difficult to mine for useful information.
i Imagine the records, for example, that 22



22 | Post Magazine | 19 March 2015

Spotlight Big Data

Sponsored by

Callcredit

Part of the Calleredit Infermation Group

21 one of the UK’s major composites holds.

[P Once you understand

of customers and all manner of general, life !

Dating back hundreds of years, covering millions

and health insurance policies — the amount
of information is staggering.

But to others, big data represents the
unstructured data produced by everything

recordings and mobile phones. Looked at from
this angle, big data is the digital record of our
daily lives.

At this end of the scale there is very little

being done to meaningfully use big data. Itis :
simply too random and too difficult to tackle,

and the balance of risk and reward is not
attractive. There are also a lot of easier shots
to play in the big data game that will generate
faster and more profitable returns, while helping

to inform where bigger projects could be aimed
“There is no good in having tons of data if your

atin the future.

“There are very few parties constructively
using unstructured data in any meaningful way,”
says Max Carruthers, former chief operating
officer at Axa commercial lines and personal

intermediary and now a non-executive chairman

of Absolute Partnership.

“The argument for that is that insurers have
not extracted anything like the potential value
out of their structured data, so why would they

spend huge amounts of money and effort trying
to decipher very complex data structures where

the value is unknown?”

Using the data effectively
So where can insurers make headway with

the data they already have — and what new
data sets are becoming available that will help

them further?
Carruthers highlights some basic issues many
insurers have in simply trying to link up claims

the different customer
groups, you can interact

- with them differently

from social media and retail spending to CCTV

to benefit them with
the right products and
customer experience,
helping to retain them
in the long term

with individual policies and he comments:

claims department cannot correlate it back to
the customer record.” He accepts this sounds
incredibly simplistic, but says there are a lot
of insurers that still cannot do this.

A lot of insurers also fail to create a single
view of their customers and their families. If
a person buys their motor policy and their
household policy separately from the same
company there are not many insurers that
will be able to link these two policies as being
held by the same person. This denies them
the opportunity of creating a fuller and more
valuable customer profile.

Even fewer, if any, can then pull together
the products held by an entire family into a
single view. This sort of information would be
even more powerful. “Itis notjust the policies

tied to one person but all of their family,”

says Carruthers. “If they have children and
grandchildren you could build up a family

Actuaries have traditionally done the heavy
number crunching for insurers, but their forte
is looking back and drawing conclusions from
past events. Analysing data sets to predict
future actions requires a subtly different skill set
that even comes under a different job title.
This is a point made in PWC'’s report The
Insurance Industry in 2014, which highlighted
the importance of data scientists in today’s
environment. It said: “A data scientist has
extensive and well-integrated insights into

human behaviour, finance, economics,
technology, and of course, sophisticated
analytics. As if finding this combination of skills
wasn't difficult enough, a data scientist also
needs to have strong communication skills. First
and foremost, he must ask the right questions
of people and about things in order to extract
the insights that provide leads for where to
dig, and then present the resulting insights in

a manner that makes sense to a variety of key
business audiences.”

picture and sense events happening like births,
deaths, birthdays and so on.”

Imagine the power of being able to talk to
new customers about insuring the generations
of their family before them? In addition to the
loyalty value, the understanding insurers would
gain would let them create bespoke pricing and
market additional products they knew would
be attractive to the policyholder.

Neil Mercier, head of motor for personal
lines intermediary at Axa, accepts there are
improvements that insurers across the board
could make. Talking of linking multiple products
up to individuals and their families, he says: “I
do not know anyone thatis very good at that to
be honest. We and others like us are not great
at joining those things together.”

Part of the problem is dealing through
various distribution channels and the multiple
data sets this creates. Another issue lies in the
disparate systems insurers use for different
productlines and the difficulty of then pulling
those together into a single, workable format.

Big opportunity for motor
Despite such challenges, Mercier believes there
are some big wins on the horizon for the motor
market. The My License project is giving insurers
access to individual driving license data and
this is incredibly valuable.

“We will be able to see, at the point of sale,
the driving license number,” says Mercier.

“That means the policyholder probably lives

where they say they live and it gives us all
their convictions. Immediately it separates
good from bad and does it faster than asking
people for their data.”

In a similar vein, Mercier is also excited about
the prospects of getting details on individual
cars straight from the manufacturer. “If you
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buy a car that has got a crash avoidance system
or a lane change system then I would love to !

3

know about it so I can give you a better price,” |
explains Mercier. “But the way aggregators and
the like are set up they would only recognise
the standard fit. When you bought the car, what
extras did you have fitted? Iwould love to know |
that data without having to ask people as they
are often not able to tell me what they have. 1 !
cannot really do that in the current process.”

Different dreams

For underwriters, the Holy Grail offered by
big data is the possibility to treat every risk :
as unique and to price accordingly — but for

brokers the dream is different.

“The insight we gain means we can deliver
better customer journeys and design and !
highlight more tailored products,” says Martyn :
Green, pricing and insight director, BGL Group. :

“Thereby we can accurately target the right type :

3

of customer and keep them for the long term.”

Nor is it just data sets relating directly to
insurance that Green wants to analyse. He !
says there are important correlations between
external and insurance-specific data. He

comments: “Understanding how customers

prefer to buy all kinds of items can tell you a
lot about how they are likely to behave when
they buy insurance. Are they reluctant to buy
online, or are they driven by convenience and
. Joining the club ‘
Many major retailers are looking to take
advantage of their knowledge of customer
buying habits as they diversify their operations

speed rather than price? Once you understand

the different customer groups, you can interact :
with them differently to benefit them with the
right products and customer experience, helping
to retain them in the long term. The Holy Grail
for the future is to create a personalised buying :

journey for every customer.”
The idea of using data to create individual

profiles is not a new one, but there are a number :

- Hﬁ **“RA

i the years we have developed our processes so
we are able to use the insights from Clubcard
. to offer millions of Tesco customers cheaper
- insurance as a result. We only ever use Clubcard
data to offer cheaper insurance to customers.”

Research from Marketforce, the Chartered
Insurance Institute and the Chartered
Institute of Loss Adjusters in conjunction
with Ordnance Survey found 82% of those
questioned believed that without capturing
the potential of big data insurers would
struggle to remain competitive.

The research also found 95% of those
asked felt underwriting departments lacked
the necessary tools required to capture the
potential of big data, while 81% said they
lacked the specialist skills needed.

Source: Ordnance Survey: “The big data rush:
how data analytics can yield underwriting gold”

fraction of the cost.”

into the financial services sector.

“At Tesco Bank, we have been developing

how we use Clubcard to improve our insurance
products for nearly 10 years,” explains the bank’s

external communications manager, Sarah

Wright. “We started in 2005 by offering a flat
discount to all Clubcard customers, and over

3

BGL is also looking at developing this

© approach, and Green adds: “In our partnerships
© business, Junction, for example, we access
- partner data to drive a better customer
: experience and encourage loyalty. For example,
- we access partner loyalty card insights to
verify customer information and improve risk
- profiling. Our partner brand can thereby offer
. the best possible premiums to loyal customers
and our insurers gain good quality risks.”

As the insurance market seeks to realise its

. big data dreams there are two things it needs

¢ to keep in mind. The first is the need to peg

¢ out very clearly what each project is trying
of things happening that are beginning to '
make it more possible. The first is the digital
revolution and the access it creates to data. The
second, according to Green, is a shiftin the price
of working and analysing that data. He says:
: “Data mining and analytics tools that would
have cost a business hundreds of thousands of :
pounds three years ago are now available at a
; get disproportionate gains.”

to achieve and to maintain a complete focus
on that. Carruthers says: “There is always the
danger that you can disappear up your actuarial
rear end, as it were, if you lose the plot over
what you are trying to do and you see false
correlations in the data. You can easily spend
£20m, £30m or £40m and not get much out of
it. But it is equally easy to spend a lot less and

The second is that Rome was not builtin a

day and successfully structuring internal data

to make it flexible and easy to analyse will
deliver more immediate benefits and more
valuable insights than anything else.

The reality of what big data is delivering
for insurers may still be tottering a long way
behind what is ultimately possible, but there
are a lot of people trying desperately to close
the gap.
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What do insurers need to do to ensure they embrace the wider use of data in the right way? @

[nsurers must embrace
the wider use of data in
order to interact with
customers or risk being
left behind

By Graham Odiam

raditionally, insurers have focused
on using historical data to help
them assess risk and predict likely
behaviours and future trends.
Looking back at past behaviours
in order to predict claim propensity, potential
for fraud and likelihood to renew is a basic
premise in the underwriting and pricing of
insurance products.

However, the way in which consumers now
purchase insurance has changed significantly in
recent years, largely thanks to the rise in price
comparison sites, forcing insurers to continually
look at how they can remain both competitive
and profitable. Consumers now choose who
to insure with based almost entirely on price
rather than brand loyalty, and have no fear of
switching insurer at renewal stage if a more
competitive price can be found elsewhere.

With brand loyalty at an all-time low and
new business acquisition costs remaining high,
insurers are being forced to change strategies
and look to gain more in-depth knowledge of
their customer base and prospects, not only to
get their pricing right but also to understand how
else they can better retain profitable customers.

There is no doubt there is now an increasing
need for insurers to use behavioural data that
gives greater insight into how a risk looks
today, and consequently to better predict risk
and behaviour. Historical data will, of course,
continue to play an important role, but the key
to success here lies in the ability to effectively
combine the old and the new.

Improving business process

Ever more sophisticated technology has a
vital role to play in delivering this, of course.
Technological advances have already been
successful in making data available at all stages
of the customer journey, which consequently
improves business process from acquisition,
through pricing and underwriting, to claims,
anti-fraud, and renewal. The ability to integrate
automated identity checks at point of quote, and
full card or bank account validation at point of
sale, are prime examples of this — but there is
much more which can be achieved.

In order for progress to continue to be made,
the advances in technology need to be matched
by a more sophisticated and co-ordinated data
strategy, incorporating traditional and new data
sets, across all stages of the customer journey.

Itis no longer sustainable to merely look at
attracting new business solely on price, only

to see those policyholders switch insurer at :

[I® Providing the
insurance sector with
access to new data
sets will help change
the way the industry
identifies profitable
customers, prices for
risk, and retains good
customers for longer

their first renewal date. What insurers need
to better understand is the behaviour of their
policyholders, and connect more effectively
and regularly with them — thereby developing
better relationships with profitable customers,
formulating more effective strategies for
retaining them a