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Consumers
= Personal interests
—Fulfilment of needs

Consumer protection: diverging interests and rationales of

selected stakeholders

—Choice / fairness

Lawmakers

= Political interests

—Functioning markets;
prevention of market

failure
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Insurers

= Profit motive
—Free markets
—Cost-benefit considerations

A

Consumer protection

Decision-making rationale differs:
= |egal
= economic

political

= societal

= individual / behaviour-driven

Intermediaries
= Profit motive
—Free markets
—Cost-benefit considerations

Consumer protection
groups
= Power interests
—Focusing the interests of
consumers and bringing
them to bear in the
political process
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Understand consumer protection from
the consumers’ standpoint
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Pascal Buhler / Martin Eling / Peter Maas / Veselina Milanova

The consumer’s view of consumer
protection: an empirical study of the

SHISTINsEAnCe market Develop a typology of consumers in
terms of their need for protection

Develop guidelines for achieving
effective consumer protection in
Switzerland

I'VW HSG Publications, vol. 57
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Online survey
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Focus groups
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Interviews
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L == Seven focus groups in - *= 81 semi-structured U~ = 1027 participants from all
Zurich (3), St. Gall (3) individual interviews over Switzerland
and Lausanne (1) = Spread across Switzerland = Representative of the
= 58 participants Swiss  population in
terms of age, gender and
education
o
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Autonomous

decision-makers

“Because | know exactly
what | want and what | can
do.”

Delegators Pragmatists

“Insurance? Just file it away

“It’s basically an apprentice-master relationship.”
y PP P somewhere."

Striking passivity and Passivity and advice
average knowledge from others
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Delegators Pragmatists A.u.tonomous
decision-makers
“It’s basically an “Because | know exactly
apprentice-master “Insurance? Just file it away somewhere." what | want and what | can
relationship.” do.”

Personal responsibility

Basic financial literacy

Information behaviour

Interest in insurance matters

Vulnerability assessment:

Passivity and advice
from others

llliteracy and heavy
reliance on advice
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Autonomous decision-

Delegators Pragmatists
& & makers

“It’s basically an
apprentice-master
relationship.”

“Insurance? Just file it away  “Because | know exactly what
somewhere." | want and what I can do.”

Personal responsibility

Basic financial literacy

Information behaviour

Interest in insurance matters

Vulnerability assessment:

llliteracy and heavy Striking passivity and
reliance on advice average knowledge
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30 Magazg(llg Delegators Pragmatists Autonomous decision-makers
“It’s basically an apprentice- “Insurance? Just file it “Because | know exactly what
master relationship.” away somewhere.” I want and what | can do.”
23% 41% 36%
Age
average 44 average 47 average 50 o6 -6
46— 55
m36-—45
2635
W aged 25
and younger
Gender
|i 55% * 45% i 40% * 60% |i 58% * 42%
Education and Training
B 4R
60%
® University (of Applied Sciences and Arts)  m Higher vocational training Up to upper secondary level 71 None
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Level of regulation from the consumers’ standpoint .
= Consumers do not necessarlly support

% of those surveyed, n = 1027

Strongly disagree Neutral Strongly agree t|ghter regL”at'on (eSpeC|a"y When |t
The high level of consumer protection . .
in the field of insurance makes me feel & 8 15 32 23 10 l involves additional COStS).
safe.
The official authorities should offer Stengly SELEe] i el = Consumer protection hardly registers in
b hat i .
RIS 0] o] 2 s [ the insurance market :
The state should regulate the Strongly disagree Neutral Strongly agree . . ) )
insurance market more tightly in order N . = e 5 Consumerpl‘OteCtIOn IS nOtjUSt about
e \ foodstuffs, but also the Swiss railway

system (SBB), the postal service and
all companies of this kind in

1
1
i
Costs of regulation i
1
! "
i Switzerland.”
W | am prepared to accept a marginal increasé
in my insurance premium (up to 5%) for
additional consumer protection.

» However, a large percentage of the
population (46%) wants official help
during the decision-making process.

| would be prepared to accept an increase
of some 10% in my insurance premium for

5% additional consumer protection.
3%
| want additional consumer protection.
Consequently | am prepared to accept
18% premium increases, regardless of how high
they are.

| am prepared to pay higher taxes in order
to cover the costs.

% of those surveyed wanting tighter | am not prepared to pay for additional
regulation, n = 486 consumer protection.
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. How do you gather information on
insurance matters?
'N “I definitely ask my family and friends. |
- don’t research things myself because you
L ) wind up in an endless loop. | prefer to go to
— ' a consultant and say: ‘Tell me ...".”
Effects on vulnerability
» Incorrect assessments of risks, and misunderstandings as regards promised benefits, can
lead people to make wrong decisions
= Strong dependency on consultants: the decisions of insurance holders are only as good as the
advice they have received from their consultants
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Top 5 contractual information for
product data sheet

= Consumers require an overview of insurance benefits and
exclusions

* Product data sheets listing the key contract information
enhance clarity

= Initiatives to safeguard and enhance the quality of
consultations

Life insurance

1. Benefits

2. Exclusions

3. Withdrawal from contracts
4. Notice periods

5. Investment risks
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Interest rates

Imagine you had CHF 100 on
your account and it earned
20% interest per year. You
leave the money on your
account for five years. What
would your account balance be
at the end of that period? m Correct answer

m Incorrect answer

» When asked four basic questions on inflation, interest rates, purchasing power and the time value of
money, 32% correctly answered no more than two

= This applies especially to delegators, the young, the poorly educated, low earners and women
» Those surveyed find questions on insurance to be even more difficult than questions on finance
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WHAT'S IMPORTANT TO YOU

Facilitate the product

Facilitate the process

-TAILS ABOUT YOUR THINGS

K4K l M)

4

Minor Accidents, Shake And Go Shake your
mobile phone with the one of the 3rd party to
get your claim approved, without waiting for
a surveyor
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Understand risk management from consumer
perspective

Knowledge

Create comprehensible security solutions

about instead of products

insurance

Governmental and private-enterprise initiatives Knowledge
promoting knowledge accumulation about

customers

Digital options (e.g. a digital coach or a Fit for
Insurance programme) to help consumers
improve their risk assessments
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rather than protect against the
consequences of ignorance

Avoid negative effects of
Improve the level of knowledge regulation where possible

A Design contracts with flexible,
g consumer-friendly conditions for
certain target groups and lower-
priced policies for those willing to
commit over the long term

Support consumers’
desire to act on their _
own responsibility Consumer Protection

Make insurance conditions
much simpler — comprehensible
wording is top priority

Promote statutory minimum
w* V standards or voluntary commitments
on the part of the industry
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Findings of the study: implications and recommendations

for action

Preserve consumers’ freedom of choice
More proactive and self-regulating industry

Information for the customer — less is more
New initiatives for enhancing customer information (digital
coach)

Greater knowledge of insurance and better customer
understanding

State and private initiatives to increase knowledge (Fit for
Insurance)

Institute of Insurance Economics
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53%

don’'t want tighter
regulation

76%

don't know that an
Ombuds Office exists

1/3

has substantial deficits in
basic financial literacy
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The consumer’s view of consumer
protection: an empirical study of the
Swiss insurance market
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