
Effective communication

Richard Waller draws insight from recent 
research into policyholder communications. 



Setting the rulebook aside, it is 
approaching 10 years since the 
insurance industry launched the 
Raising Standards initiative to improve 
customer communications. Major 
brands quickly jumped on the 
bandwagon and when Raising 
Standards faded and was replaced 
by the Customer Impact Scheme it 
was again strongly supported by the 
industry. In fact, its latest annual report 
disclosed that 85 per cent of the life 
insurance industry are signed up to this 
scheme, and hence are committed to:

developing and promoting 
products and services that meet 
customer needs

providing clear information and a 
good service at the point of sale

maintaining effective relationships 
and a good service post-sale.

With this apparently substantial effort 
going into customer servicing you could 
be forgiven for thinking that with-profits 
customers are highly satisfied 
policyholders enjoying the benefits of 

their chosen investments. Sadly, this is 
commonly not the case. The reason for 
this is simply that people do not 
generally understand financial services, 
and probably never will.

There have been many reports into 
policyholder communications during 
recent years that have highlighted 
areas of poor quality. These failings 
can be broadly summarised as follows:

weak explanations of risk – the 
literature does not always make 
it clear what risks the customer 
is taking, and/or how their 
outcome may vary under 
different circumstances

weak disclosure of charges – 
leaving open the possibility 
that customers will get an 
unwelcome surprise

poor explanation of options and 
guarantees – this has been a 
common criticism of firms 
seemingly wanting to keep hidden 
from the customer valuable 
aspects of the product

weak explanations of discretionary 
aspects – failing to explain how 
the actions of the insurer may 
affect the policyholder

overuse of jargon – too much 
complex terminology without 
adequate explanation

poor layout – customers have 
not always found it easy to follow 
the information provided to them

insufficient relevance – the 
information provided does not 
always enable customers to 
distinguish between the key 
messages and points of 
technical detail

weak flagging of advice – 
not helping customers with 
what to do next

lack of consumer testing – 
not checking whether customers 
understand what they are 
being given.

Providing a good quality service to with-profits policyholders is 
a regulatory requirement. FSA Principle for Business number 7 
requires firms to pay due regard to the information needs of 
their clients, and communicate information to them in a way 
which is clear, fair and not misleading. This is reinforced by the 
six TCF consumer outcomes established by FSA during 2006. 
There are also additional requirements for with-profits 
business in COBS 16.6.
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Addressing these failings is of 

particular importance for with-profits 

business given it is one of the least 

understood products available. 

The sentiment of the points above is 

consistent with some of the 

consumer research carried out 

recently. For example, research for 

the Financial Services Consumer 

Panel in 2007 found that most 

consumers did not have a clear idea 

what investment risks actually are. 

Another of its findings was that there 

was a consensus across most 

consumer groups that you just have 

to trust the advice that you were 

given. For with-profits customers this 

last message does not sit well with 

the research by Ipsos MORI, also in 

2007, that found that advisors were 

reluctant to advise on with-profits 

products, possibly because of a lack 

of understanding on their part, 

insufficient support from product 

providers or fears they will be 

accused of mis-selling.

Whilst there has been a lot of focus 

on the quality of communications from 

insurers, less attention has been paid 

to the customers themselves and their 

engagement with financial services. 

A few examples here that offer a 

different insight are outlined below.

In July 2008, a report for the FSA by 

the London School of Economics 

concluded that financial capability 

initiatives which are designed to 

inform and educate should be 

expected to have a positive but 

modest impact. This is because 

there is evidence that psychological 

factors rather than informational 

differences may explain much of the 

variation in financial capability. In 

other words people’s financial 

behaviour may primarily depend on 

their intrinsic psychological attributes 

rather than information or skills 

they have, and how they choose to 

deploy them.

Previous to that, the Personal Finance 

Research Centre at the University of 

Bristol found that levels of financial 

capability vary significantly by type of 

person with almost two-thirds of the 

population having a weakness in one 

or more of the five aspects of financial 

capability defined in their research. 

Significantly, even the most financially 

capable people were still relatively 

weak at choosing the right products 

and might struggle to understand the 

terms and conditions in the small print 

of the products they buy.



watsonwyatt.com | 27

Lastly, research carried out by the 
University of Warwick for The 
Actuarial Profession found that 
although greater financial literacy is 
beneficial, it alone cannot be relied 
on in seeking to improve financial 
decision-making. This same research 
also found that people choosing from 
a range of options tend to select the 
middle option whether the overall 
range is low in value or high.

When the above factors are taken 
into account, it is easier to see why 
with-profits policyholders struggle 
to understand their products, no 
matter how good the quality of the 
communications is. However, it would 
be wrong to conclude from this that 
there is no point trying to improve 
the effectiveness of communications. 
It is surely better to have happy 
customers than unhappy customers 
(or no customers) after all.

Treating with-profits policyholders as 
long-term partners and viewing the 
communications with them as part of 
a strategy for preserving their value 
(or goodwill) may help to make each 
communication more effective. With 
this mindset, firms can plan each 
communication from pre-sale 
marketing to post-sale servicing to be 
a positive experience making people 
feel valued as a customer. Differing 
strategies could be adopted for 
different segments of the customer 
base, perhaps tailored to their level 
of sophistication or, in the case of 
post-sale servicing, to ensure greater 
focus on the customers that 
contribute most value. Plus, with 
sufficient data, multifactorial analyses 
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could be employed to develop more 
predictive models of customer 
behaviour in support of a more 
tailored communications strategy.

The FSA TCF regime is driven by 
outcomes, which means that the 
test of the firm’s communication will 
be in the effect it has on policyholder 
actions and satisfaction. Without a 
coherent communication strategy,
the achievement of a successful 
outcome is, at the very best, 
being left to luck – a business risk 
that could have serious financial 
consequences were things to 
go wrong. 

Conclusion

For organisations that view their 
with-profits fund as a legacy 
business, it may be more 
challenging to devote the 
resources needed to improve 
their customer communications 
strategy away from their focus 
on growing the franchise around 
the current new business lines. 
However, combining a more 
strategic approach to 
communicating with with-profits 
policyholders with ongoing 
development in the quality of the 
communications themselves is 
perhaps a better way to increase 
the overall effectiveness of those 
communications. And as we move 
through recessionary times, with 
greater pressure on cost-control 
and an increased risk of adverse 
policyholder behaviour, this might 
be quite timely. 

For further information contact

Richard Waller
+44 (0) 1737 274524

richard.waller@watsonwyatt.com



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000500044004600206587686353ef901a8fc7684c976262535370673a548c002000700072006f006f00660065007200208fdb884c9ad88d2891cf62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef653ef5728684c9762537088686a5f548c002000700072006f006f00660065007200204e0a73725f979ad854c18cea7684521753706548679c300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020b370c2a4d06cd0d10020d504b9b0d1300020bc0f0020ad50c815ae30c5d0c11c0020ace0d488c9c8b85c0020c778c1c4d560002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken voor kwaliteitsafdrukken op desktopprinters en proofers. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents for quality printing on desktop printers and proofers.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /NoConversion
      /DestinationProfileName ()
      /DestinationProfileSelector /NA
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure true
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles true
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /NA
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /LeaveUntagged
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


