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The Insurance Industry in the UK 

 325 years old 

 

 Founded in London 

 

 Still in business 

 

 Complex multi faceted industry 
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• The UK insurance industry is the largest in Europe and the third 

largest in the world. 

 

 • Essential part of the UK’s economic strength, managing 

investments of £1.8 trillion (equivalent to 25% of the UK’s total 

net worth) and paying nearly £12bn in taxes to the Government. 

• Employs 315,000 individuals, of which more than a third are 

employed directly by insurers and the remainder in auxiliary 

services such as broking. 



ACCIDENT INSURANCE (INCLUDING TRAVEL) 
 

 

Accident insurance made an underwriting profit of £16m 

 

Paying out £1.3m per day – 56% medical expenses 

 



HEALTH INSURANCE 
 

 

In 2013, health insurance made an underwriting profit of £271m in the UK 

 

In 2013, 5.1m people in the UK were covered for private healthcare, with £7.3m paid 

out in claims  every day 

 



LIABILITY INSURANCE 
 

 

The liability insurance market made an underwriting loss of £826m in 2013, the 

largest loss for more than 30 years. 

 

Every day, liability insurers  paid out claims of £6.8m, of which £2.3m was for 

employers’ liability. 

 



PET INSURANCE 
 

 

2.8m consumers have their pets insured, with over 95% of insurance being for cats 

and dogs 

 

Pet insurers paid out more than £1.4m per day in claims 
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The Insurance Act 2015 
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• Hugely significant 

 

• Completely alters the legal framework for insurance contracts 

 

• Modernises the law 

 

• Balances more fairly the interests of insurers and buyers 

 

• Provides a framework for an effective, competitive and trusted 

business insurance market 

 

The Act will come into force in August 2016 
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Duty of Disclosure 

Currently, if the duty is breached an insurer has one remedy 

only – to avoid the contract. 

 

This applies even where a breach is caused innocently, which is 

a harsh outcome for an unintentional mistake. 

 

Faced with this it is not uncommon for insureds to ‘data dump’ to 

ensure all material information is disclosed.  
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Basis of Contract Clauses 

Such clauses have the effect of a warranty. 

 

Insurers are entitled to avoid the policy regardless of whether 

the false declaration was mistaken, accidental, material or 

causative of any loss. 

 

Actions have been pursued over matters as trivial as an 

incorrect address.  
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Warranties 

Breach of warranty automatically discharges the insurer from 

any liability without the insurer having to take any action. 

 

Termination applies to the contract as a whole as soon as a 

warranty is breached. 
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For example: 

 

Insured breaches an alarm warranty by not setting the alarm 

when vacating the premises and the property is flooded. Insurers 

can decline the flood claim even though the warranty was only 

intended to improve the risk of theft ;  

 

Insured breaches a lock warranty by not installing specified locks 

until some weeks into the policy period, following which the 

insured has a break-in. Insurers can decline the theft claim even 

though the warranty was remedied at the time of the loss. 
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Fraudulent Claims 

Currently insurers faced with a fraudulent claim can recover any 

claims payments previously made under the policy for entirely 

legitimate claims. 

 

This is regarded as unfair and unworkable.  



Decision Makers and the Positive Effect on Risk 
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Who makes the decisions on risk within your organisation ? 

 

 
Who THINKS they make the decisions on risk? 

Who is QUALIFIED or at least AUTHORISED to make 

decisions on risk 



Global Risk Management Survey 
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What is the primary method you use to ASSESS the likelihood and potential impact of major risks?  



Risk ….? 

If we are to make any difference then we need to understand some basics: 

 

What is RISK? 

 

 

 



Some Basics: 

 The likelihood of an actual hazard causing a loss or harm 

 

 Do you and your organisation REALLY understand it? 

 

 Can you calculate / work with and 

evaluate risk? 

 
 



How We Judge Risk – as a Human 

 The Ancient Greeks held an idea that the human brain was not one but two 

systems – personified as Dionysus and Apollo 

 

Feeling and Reason 
 

 Feeling – lightning fast, works without our conscious awareness. Snap 

judgements we make or feel such as hunches.  Emotions like unease, 

intuition that we ‘feel’.  You don’t know why you feel like you do, you just do. 

 

 Reason - works slowly, examines evidence, calculates and considers, it’s 

decisions are easy to put in to words. 
 



Feeling – System One 

 

 System One – Feeling (The Gut) – Sounds the alarm 

 

It applies simple rules, such as; can whatever the threat is be recalled easily? 

That thing must be common if it can. 

 

 System One is brilliant 

  

 It stops you being eaten by a lion. 

 

 But in the modern world, it will force you to make decisions that you have no 

rational reason to be making – all it knows is that an example was easily 

recalled (the media, fear-mongers, films and entertainment give you these 

examples - subconsciously) 

 

System One will conclude the risk is high and it triggers alarms – you 

will feel afraid when you really shouldn’t 



Head vs Gut – An Example………. 

A bat and a ball cost £1.10 

 

 

Immediate impulse to say 10p? 

 

Almost everyone does, it’s normal. 

 

It looks and feels right but is very wrong. 

 

 Clearly? 

 

The bat costs £1 more than the ball. 

How much does the ball cost? 



Basic Rule Number 1- Risk Assessment 

An analysis of the severity and likelihood of a hazard actually 

causing some loss/harm 

 

Severity should reflect what you know happens (otherwise it 

would be ‘Fatality’ or ‘Catastrophic’ on everything) 

 

Likelihood – often a decision made by a System One decision 

‘from the gut’. 

 

Confirmation Bias and Polarised Opinion start to appear…… 
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…net effect is 

 

 a rather questionable risk assessment 

  Basic Rule Number 1- Risk Assessment Cont. 



Risk Assessment – How to do it 

 

Published in 2000 

 

Withdrawn by the HSE 

following some ‘red-tape’ 

cutting 

 

Paragraphs 9-28 Idiots 

Guide 
 http://ukcatalogue.oup.com/product/97801996

87824.do 

http://ukcatalogue.oup.com/product/9780199687824.do
http://ukcatalogue.oup.com/product/9780199687824.do










Aon Risk Solutions  |  Global Risk Consulting   

Proprietary & Confidential 29 

Global Risk Management Survey risk ranking 
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