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1. Summary of the impact (indicative maximum 100 words)

Consumer trust is vital for the insurance industry but is also their biggest ongoing challenge due
to mis-selling and other misdeeds. Dr Julie Robson worked with the Chartered Insurance
Institute (CII) to develop a new Public Trust Index, which identified that dual pricing (whereby
new customers get cheaper insurance than loyal customers) is a key problem in building
consumer trust. Dual pricing cost 6,000,000 customers GBP1,200,000,000 in 2018 [FCA, E4].
Based on this finding, the CIl worked with the industry regulator to produce new guidelines which
prevent this practice, protecting customers from overpayment and repairing industry trust.

2. Underpinning research (indicative maximum 500 words)

Dr Robson’s research focuses on marketing within the insurance sector. Since 2011 she has
been actively involved in identifying and addressing the research needs of the insurance industry
[R2]. More recently, and also stemming from her work leading the Trust Repair team at
Bournemouth University (members included Professor Memery, Dr Bolat and Ms Ashraf), she
has specifically focused on the role of trust [R1 and R3]. Key insights from this work include:

e Trustis a complex construct, essential to cementing the customer-firm relationship and
delivering firm prosperity [R1 and R3].

e Based on a focus group study of customers using a UK financial services firm, it is clear
that in this sector stakeholder - including customer - co-creation is crucial in helping to
repair trust [R1].

¢ Context is key in developing an understanding of trust. Consumer trust varies by context,
and some trust repair mechanisms will work in some circumstances and not in others
[R1, R2 and R3].
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e Overall, the literature on trust has focused overwhelmingly on banking, neglecting other
important financial services. More research is needed that looks at trust in the context of
the insurance sector [R2].

In 2016 and 2017 Dr Robson and her team undertook two funded research projects [G1 and G2]
to provide greater understanding of trust, specifically the measurement of trust, trust erosion and
trust repair. G1 examined the trust repair process and mechanisms used in traditional and digital
media within selected high-profile trust erosion examples. The G2 project investigated trust
repair in three very different high-profile contexts, including mis-selling in financial services. This
latter study identified the actions that organisations took to repair trust and how these actions
influenced consumer attitudes towards and trust in the company and wider industry sector,
taking into account different causes of trust damage. The outcome of the projects was a new
management trust repair tool to help businesses better understand and respond to trust
challenges. Specifically, it helps them to understand the conceptual differences between trust
and trust repair.

The trust repair tool draws on existing conceptual research from different theoretical disciplines
including psychology, organisational studies, management and marketing. The team developed
the tool using mixed methods research. Firstly, qualitative research (group discussions) was
conducted with consumers to clarify their understanding of trust and trust repair [R1]. Secondly,
the project team empirically tested their findings using a large-scale survey (c. 5,000
respondents) with consumers in order to develop and refine the tool.
The tool centres on a flow chart that identifies the steps organisations need to take to repair
consumer trust and comprised 5 stages:
i) ldentify key stakeholders: when trust violations occur, it is important to first address the
most important stakeholders.
i) Identify current levels of trust for each key stakeholder group: this will demonstrate how
easily trust might be lost or retained in the event of trust violation.
i) ldentify potential sources of trust erosion, i.e., what are the potential threats to the
organisation? Map the potential causes of trust damage (a) against current levels of trust,
(b) for key stakeholders and (c) to identify the level of trust damage for a given event.
iv) Select a trust repair mechanism to repair trust from the operationalised trust repair
framework.

The tool identified the need to clearly understand conceptual differences between trust, trust
erosion and trust repair and, importantly, the context specific nature of trust. The latter is
particularly important as trust varies for each industry or organisation, according to the nature of
their stakeholders and the cause of the trust erosion. This tool is also is the first to operationalise
a framework offering a choice of mechanisms with which to repair trust. Details of the tool, and
the step-by-step process to follow to restore trust, has featured in an online guide for
practitioners [R4].
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4. Details of the impact (indicative maximum 750 words)

Insurance is a promise of help when things go wrong. Without trust, this promise is worthless
and insurance markets cannot operate. This essential need for trust has long been recognised
by the industry and led to the insurance industry’s professional body, the Chartered Insurance
Institute (CII), instilling in its 1912 charter the need to ‘secure and justify the confidence of the
public’.

By 2017, trust in the insurance industry had reached an all-time low; a range of damaging
practices such as mis-selling and other misdeeds were assumed to be the cause. Work was
however required to accurately identify the specific causes and establish how to effectively
repair consumer trust. Dr Julie Robson’s expertise in insurance and work on trust had led to her
being invited to join the ClI's Professional Standards Board (PSB) in 2016 [E1]. In 2017, the CII -
looking for a meaningful way to measure trust in the insurance profession that would result in
practical steps towards building trust — asked Dr Robson to assist them with this [E2].

At a ClI trust briefing meeting in June 2017, Dr Robson presented the BU trust repair tool [R4] as
an exemplar of how to measure and help repair trust [E2]. This directly helped to define and
shape the CII's own Public Trust Index, which is survey designed to measure and track changes
in consumer confidence in insurance [E3]. The Index comprises two separate surveys, each
tailored for its specific market i.e. consumers or businesses. The surveys are distributed on a
guarterly basis to track changes in public trust (to provide an index or baseline measure of trust)
and identify causes behind any changes. Specifically, the experiences of the BU project team
were used to help the Cll to understand:

i) How trust differs conceptually from trust damage and trust repair, and the need for any
tool to distinguish between these concepts. Following Dr Robson’s recommendation, the
Cll clarified that the focus of their Index needed to be trust, as opposed to trust repair
[E2].

i) Ways to identify the object of trust. BU research examined trust at both an industry and
organisational level and showed that consumer confusion between the two was evident,
particularly within financial services where the lines between different providers are
blurred. It was important for the ClI to clarify that the object of their Index was the general
insurance industry and not individual insurers. This informed the structure and wording of
the survey questions used in the Index [E2].

iii) How best to measure trust within the insurance industry. The experience gained from
developing the survey for the BU trust repair tool showed that it was necessary to tailor
the Index questions to the experiences of different consumer audiences. For the ClII, this
meant formulating questions and producing separate surveys which addressed the
experiences of their two key audiences: individual consumers and businesses (SMESs)
[E2].
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The ClII’s Public Trust Index was launched in June 2018, based on a survey of 2,000 customers
and 1,000 small businesses [E2]. The Index findings were disseminated to the ClI's 126,000
members, and to the wider insurance and financial services sectors [E2]. The Index enabled the
Cll to assess areas where the public are confident in the insurance profession, and areas where
it is underperforming [E3]. It was so successful that in 2019 the CllI utilised the Index again, in
order to gauge progress; a Director at the ClI, says that it has become “a key measure in the
ClI's business planning cycle” [E2].

Overall, the Director states that the Index findings: “have identified the areas where insurers can
do most to build trust and it provides a rigorous system for prioritising them. The data has been
made available to professionals across the insurance sector and... allow[s] professionals to...
identify what kind of services, communications and policies are needed to secure an increase in
trust” [E2].

One key finding from the first Index in 2018 was the importance of dual pricing to consumer trust
[E3]. Dual pricing is where insurers offer a lower price to new customers and a higher price for
loyal customers. In the motor insurance market alone, dual pricing cost 6,000,000 customers an
additional GBP1,200,000,000 in increased premiums in 2018 [E6] and one-third of customers
over-paying for their insurance have at least one characteristic of vulnerability. This issue had
been raised elsewhere within the industry, but the CII's Index was one of the first to provide
empirical evidence from a consumer perspective of the damage this practice has on consumer
trust [E4].

As a direct result, the CII called on its members to implement new industry principles to ensure
fairness between new and existing loyal customers [E3]. In addition, the Cll worked with the
industry regulator (the Financial Conduct Authority) to develop new guidelines to tackle dual
pricing [E5, EB6]. In response, several major insurers — including Saga and MORETH>N -
introduced new pricing policies to reward loyal customers [E7, E8]. Saga reported that in the first
six months of introducing the policy, over half of their existing customers had opted to take up
the new three-year fixed price policy [E9]. Such actions not only help to protect loyal and
vulnerable consumers — for example, Saga’s target market is older consumers who, compared
to their younger counterparts, are more likely to be unable to use, or do not have access to,
online comparison tools to ‘shop around’ when their policy comes up for renewal - but also
serves to help the UK insurance industry repair consumer trust which is vital to the success of
the industry.

Findings from the Public Trust Index conducted in October 2019 and January/February 2020
confirmed that trust was being restored in the insurance industry [E10]; loyalty is highlighted as
one area of improvement. Going forward, the Index will continue to be used by the CII to track
levels of public trust and identify the impact of new challenges such as Coronavirus on trust in
the insurance industry and provide valuable information to enable them to take the necessary
steps to help restore trust in this important industry sector.
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