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Conduct risk

The FCA is taking action to incentivise firms to improve the 

value of general insurance (GI) products being sold to 

consumers. The FCA takes the view that, broadly, value relates 

to the quality or benefits offered by a product, relative to the 

price paid for it.

Improving transparency around value for money and developing 

a means of comparing products can only be a good thing - in 

theory at least - although providing a meaningful way of 

measuring the value of GI products is far from straightforward. 

A major challenge is finding a way of presenting the data which 

makes it easy to understand and use to compare products.

This briefing paper summarises the background to the issue of 

poor value GI products and examines the steps that the 

regulator has been taking in an effort to find a remedy. We also 

put forward our thoughts and conclusions on this subject. 

Background
The FCA published its General Insurance (GI) Add-Ons Market 

Study in July 2014. This review found poor value in both add-on 

and some stand-alone products sold by firms when measured 

as a proportion of the cost of claims paid compared to the retail 

premiums paid by consumers. In some instances, these low 

claims ratios had existed for years, which indicated that firms 

are not under pressure to improve value. The FCA concluded 

that consumers find it difficult to assess value because of a lack 

of commonly available measures for GI sector products.

The Express Gifts case
Details of this case were published by the FCA on 17 February 

2017. It involves a classic example of a product that had little or 

no value to consumers. Express Gifts Ltd, a direct mail order 

and online business, has entered into an agreement with the 

FCA to provide £12.5m redress to around 330,000 customers. 

Tackling poor value products in 
the general insurance sector

The insurance sold by Express Gifts during 2005–2015 covered 

its customers against accidental damage and theft for all 

products bought from the firm’s Ace or Studio brands. 

Premiums were calculated as a percentage of the customer’s 

account balance. The insurance covered all the items purchased 

but these were mainly clothing which customers would not 

normally consider insuring. Express Gifts has reached 

agreement with the regulator that the insurance did not offer 

adequate value for money and the firm is contacting all its 

affected customers to pay redress.

The FCA’s value measures scorecard
In January this year, the FCA published its first set of data for 

the GI value measures pilot scorecard. The data is intended for 

use by consumer groups and market commentators rather than 

by individual consumers. The pilot covers 38 insurers and a 

small number of products (home insurance, home emergency 

insurance, personal accident cover as an add-on and key cover 

as a motor insurance add-on). The FCA will publish further pilot 

data  for the years ending 31 August 2017 and 2018, 

respectively. The FCA’s intention is to use the findings from the 

pilot exercise to refine the value measures, obtain further 

evidence and to feed into any potential consultation.

The FCA acknowledges that the measures are  not intended to 

give a perfect representation of value, although they can be 

used as indicators. Our view is that the pilot data, as it stands, is 

a reasonable starting point but it needs to be broader to 

provide a meaningful comparison between insurers and 

individual products. 

Limitations of the scorecard data
Aggregated data

The scorecard shows the aggregated data for the individual 

firms and products. This means that the data is impacted by the 

https://www.fca.org.uk/publications/market-studies/general-insurance-add-ons-market-study
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mix of business undertaken by that firm and may not reflect, 

for example, the fact that a firm sells different versions of its 

home insurance product, through a variety of distribution 

channels and to a range of consumer target markets. The data 

is not designed to compare the products on a like for like basis, 

as some of these ‘sub-products’ will perform better than others 

despite being sold by the same firm. For example, a firm may 

sell ‘Bronze’, ’Silver’ and ‘Gold’ versions (or ‘sub-products’) of 

its home insurance product with varying levels of cover under 

each version. The Gold sub-product is likely to have a higher 

average claims payment than the Bronze one because it 

provides wider cover with higher sums insured. 

Claims frequency

A low claims frequency may not necessarily mean a poor value 

product. It may just reflect an insurer that specialises in the 

cheaper, basic version of a product with a narrower scope of 

cover than competitors’ more expensive ‘premier’ versions.  

Claims acceptance rate

The data used to calculate the ‘claims acceptance rate’ does not 

differentiate between partially accepted claims where elements 

of the claim have been rejected by the insurer and those claims 

that have been settled in full. The ‘claims acceptance rate’ 

simply represents all claims settled and closed during the year in 

question that have been paid either in full or in part, regardless 

of how small that partial settlement may be in relation to the 

original amount claimed. It is, therefore, not possible to gauge 

which insurers are settling claims without reducing the ultimate 

payment to the insured, for example, by making significant 

deductions for betterment or wear and tear.

As not all insurers have the relevant data readily available, it is 

probably impractical and disproportionately onerous to expect 

them to provide it at present. However, this information would 

provide a better indication of true claims acceptance rates.

Average claims payment

The ‘average claims payment’ by itself is a fairly vague indicator 

of the value of a product. The pilot data does note that certain 

home insurance products with high average claims pay-outs 

relate to specialist or high worth business. This measure would 

be more meaningful if used in conjunction with other 

information, such as, the average retail premium paid. Sums 

insured are an option but would be confusing as these do not 

necessarily represent the actual value at risk, for example, under 

contracts where ‘fixed’ sums insured or maximum policy limits 

are used. 

Measuring value is a challenge
The feedback that the FCA received to its Discussion Paper on 

GI value measures was very mixed. The responses generally 

agreed with the need to tackle poor value but recognised the 

difficulty in measuring value in GI markets. There was no clear 

consensus about which of the options put forward in the 

paper were most likely to be effective. Consumer groups 

respondents tended to favour the use of claims ratios as a 

stand-alone measure or combined with claims acceptance 

rates. On the other hand, there was strong opposition to the 

claims ratio measure from firms, as they felt it was too 

complex for consumers to understand and that it would not 

provide a rounded assessment of product value. Also, firms 

that incur higher claims costs due to inefficiency may produce 

misleading claims ratios as well as being less motivated to 

improve their efficiency. 

Is there a solution?
In an ideal world, the data would be far more granular and 

include measures covering aspects such as customer retention 

rates, customer satisfaction rates, distribution channels, 

customer service, speed of claims settlement, the percentage 

of claims settled in full, and premiums. The FCA Feedback 

Statement considered some of these options, a number of 

which the FCA felt were too subjective to be a useful measure 

of value.

https://www.fca.org.uk/publications/feedback-statements/fs16-1-feedback-statement-dp15-4-%E2%80%93-general-insurance-value-measures
https://www.fca.org.uk/publications/discussion-papers/dp15-4-developing-general-insurance-add-ons-market-study-%E2%80%93-remedies
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In the real world, the effort and cost involved in producing such 

a detailed analysis of how products measure up against each 

other or against some form of bench-marking is likely to 

outweigh the actual benefits to consumers. The addition of the 

average retail premium as a scorecard measure would, however, 

be a relatively simple and effective improvement to a tool that 

is intended for use  as an indicator of value for non-consumers. 

The FCA has said that it does not propose to introduce 

mandatory point of sale disclosure of value measure data to 

customers, at this stage, but it may reconsider in the future.  

The FCA will test the impact of the pilot scorecard and will 

collect evidence of the associated costs. We would expect the 

regulator to take a proportionate approach, weighing up the 

cost involved to firms against the potential benefits to both 

firms and consumers. Insights gained from the pilot will be  

used by the FCA to refine any proposals on which it may decide 

to consult. 

To summarise, there is no obvious practical solution to 

providing a transparent measure or benchmark of value in the 

GI markets. It is worth bearing in mind, though, that the driver 

behind the introduction of the FCA’s values measure pilot is to 

incentivise firms to improve the value of their products. Firms 

should be regularly reviewing their own internal data on the 

performance and value of their products, as part of their 

product governance and oversight arrangements. Internal 

management information needs to be accurate, up to date and 

clear enough to allow firms to quickly identify and modify (or 

withdraw) products that could be seen as providing poor value 

for money or poor outcomes to customers.
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