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Summary

 Insurance is an industry with a long and proud history and strong financial foundations. It weathered
the financial crisis well, and in 2011 paid out £1.4bn to businesses for property damage alone.

* However, insurance needs to think about the challenges ahead such as trust, a customer-centric
business, regulation, public policy and opportunities such as technology.

» Public trust is one of the industry’s biggest challenges. It threatens to undermine the social value of
insurance and all its added benefits of stability and risk handling.

» This trust is has to be earned one step, and one customer, at a time. We do it by demonstrating over
months and years that we are focused on our customers and that we will deliver the right level of
service and protection.

» Another challenge is responding to regulatory change. New structures are being developed and
implemented at the UK and EU levels. Aviva’s vision is of financially capable and well-informed
consumers and businesses able to better access suitable products and advice in competitive, open
markets.

* Insurers must adapt to new technology, both in terms of communicating with consumers (e.g. via
social media) or driving new product design (e.g. apps that reward safer driving). For example,
brokers provide over 60% of Aviva’s business, and the insurer has invested in ‘quote and buy’ online
technology specifically for brokers which can be accessed through an iPad app.

» Theinsurance industry must play a full and active role in public policy debates and work to rebuild
trust.

The Chartered Insurance Institute is the world’s largest professional body for insurance and financial services and is the leader in awarding
qualifications to industry practitioners. Our thinkpieces are a key part of our ongoing commitment to promoting innovative thinking and
debate within the insurance and financial sectors. In 2012 we celebrated our Centenary as a Chartered body.

The views expressed within the article are those of the authors and should not be interpreted as those of the Chartered Insurance Institute
or their members. They have asserted their right under the Copyright, Designs and Patents Act 1988 to be identified as the authors and copyright
owners of the text of this work, and have granted the Cll worldwide perpetual licence to reproduce and distribute it in whole and in part. We
welcome suggestions from potential contributors, but we are also seeking feedback from our readers. We urge you to get involved—especially as
we intend some of our articles to be open to rebuttals for publication.

CPD Qualified CIl members: please note that reading this
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Cll Introduction: the advent of mass market insurance has
led to fundamental changes in product design and
distribution. Products have become commoditised, with
standard terms and risk pricing technigues. In this
Thinkpiece, Robin Spencer, CEO of Aviva UK, gives an
insurer perspective. He starts by acknowledging that the
social value of insurance is being lost in the lack of trust.
Then he explains that rising to this will help the industry
confront other issues such as emerging technology and
dealing with public policy themes such as flood risk,
reform to personal motor insurance and fraud.

I’'m proud to work in an industry that offers peace of
mind for consumers - helping millions of people deal
with tough times throughout the year.

It’s our job to support people during some of the most
significant moments in their lives: when they lose their
home or business to flood or fire, crash their car,
becomeill, or lose a loved one. We can’t stop these
things happening, but we can be there to help.

The insurance industry supports nearly all adults and
businesses in the UK — the cover we provide underpins
growth itself. In 2011, £1.4bn was paid to businesses for
property damage alone. We protect 26 million private
and 4.6 million commercial vehicles. Over 19 million
households have home contents insurance. It is an
industry with a long and proud history and strong
financial foundations; one that has weathered the
financial crisis well.

We know that trust is earned one step, and one customer
at atime. We do it by demonstrating over months and
years that we are focused on our customers and that we
will deliver the right level of service and protection,
especially when a claim is submitted.

Responding to customer needs

This trust connects to the second major challenge of
stepping up to the plate with our customers. Customer
expectations, attitudes and behaviours will constantly
change, and it is our role to understand these changes
and ensure that our processes and people are up to the
task.

Between the structures in London, Brussels and
Frankfurt, and the new rules implemented by those
supervisors, we are in the middle of a huge period of
regulatory change.

The notable social value of insurance — the benefits of
reassurance, stability and risk handling - is currently
lost in one of the industry’s biggest challenges: trust.

However, insurance is also an industry that needs to
think about the challenges ahead, and that is what |
want to focus on here — challenges such as trust, a
customer-centric business, regulation, public policy and
opportunities such as technology.

The foremost priority: building trust

The notable social value of insurance — the benefits of
reassurance, stability and risk handling - is currently
lost in one of the industry’s biggest challenges: trust.

Customers need to be able to trust companies in the
general insurance market to be part of the solution —
providing protection and financial resilience, taking
away risk so that families and businesses can focus on
what matters.

Aviva is already highly focused on improving our
relationships with customers. We have been removing
barriers around our processes through up-skilling and
empowering staff to cut through bureaucracy and lead
with commonsense. Using proven methods, our time
from notification to full settlement of household claims
has reduced by 50% overall, with complaints reduced by
40% year on year. It is a continual cycle of improvement
based on customer feedback and the identification of
non-value activity. Customer advocacy has increased by
30% since the inception of these new methods.

Investment in our people is paramount to being ahead of
our customers’ changing needs. We are benefiting from
employing apprentices (a new scheme in 2012) and
graduates who generate a wealth of fresh ideas and
concepts. Our numerous training academies mean
increased knowledge and understanding, which leads to
improved products and customer service.

Striking the right regulatory balance

And consumer outcomes and satisfaction are very much
front of mind in my third challenge: regulation. Between
the structures in London, Brussels and Frankfurt, and
the new rules implemented by those supervisors, we are
in the middle of a huge period of regulatory change.

Our vision is of financially capable and well-informed
consumers and businesses that can better access
suitable products and advice in competitive, open
markets.
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So, just as companies must put the customer at the
centre of our products and make sure they receive a fair
deal, regulators need to keep their eye on promoting
easy access to appropriate products for consumers.

Our vision is of financially capable and well-informed
consumers and businesses that can better access suitable
products and advice in competitive, open markets

We continue to advocate a sound approach to managing
our ‘conduct’ risk, which includes rethinking our design
of products, our sales processes and policy documents,
and the way in which we deal with customers post sale -
where service is key. Good information flow and
discussion throughout our chain of brokers and
corporate partners will also help to achieve good,
positive outcomes for customers.

Ultimately, we want to be an industry that starts with the
customer; where we talk about products that satisfy
their needs being bought by consumers, rather than
distributed by firms. This requires a subtle, but
significant shift in mindset.

But this needs to be matched with a recognition by
policymakers, legislators and regulators that we all
benefit from products that meet our needs. Yes, we need
appropriate regulation, but not rules that stop
customers from having access to products that help
businesses, individuals and families become more
financially resilient and that provide sensible protection.

Technology opportunities

A fourth challenge is how we embrace the opportunity
that new technology brings — in the present, such as the
new Aviva Driving app that offers discounts to safer
drivers, and in the future, insurance for driverless cars,
for example.

We are experiencing a fundamental shift in the way we
all communicate. Increasingly, consumers will find us
via social media, especially as a result of good service. A
recent survey showed that 78% of consumers trust peer
recommendations and only 14% trust advertisements.

Our customers not only choose firms that offer the best
interface for them, but also those looking ahead at how
emerging technology can make consumers lives easier,
and improve their experiences. For example, our flood
map technology enables us to pinpoint risk down to

individual property level. Together with advanced
weather warnings, this helps us accurately predict which
homes are at risk, so we can get our claims teams out to
customers as fast as possible.

Integrating technological shifts is equally relevant for
serving brokers, who provide over 60% of our business.
Following their feedback, we have invested in the facility
to ‘quote and buy’ online in less than five minutes using
an iPad app. This gives brokers the ability to offer a
personalised quote even when they are out of the office
or visiting clients.

Enhancing our society

My final challenge facing the industry is public policy:
playing our part in some of the tricky social issues of
today.

= Inhomeinsurance, we have the policy conundrum of
finding a way to match rising flood risk with
resilience and mitigation. Without adequate flood
defences, those heightened risks may lead not only
to more homes and businesses suffering flooding,
but to insurance premiums increasing to the point of
becoming unaffordable.

= In personal motor, Aviva recently set out clear plans
to reform the system that has contributed to many
years of rising premiums.

= Across all product areas, fraud adds £50 to the
insurance premiums of each UK household and
keeping ahead of the fraudsters will always prove
challenging.

The common factor in these three examples is that the
public policy solution requires a coalition working
together across industry, government, local authorities,
brokers, consumer groups and others.

Conclusion

There is much to grapple with across the general
insurance market - building trust, helping customers,
appropriate regulation, harnessing technology and
innovation, and tackling public policy issues. We want to
play our part in providing solutions through compelling
propositions and offering the support that our
customers deserve.
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Robin joined Aviva in 1995 and is chief executive officer, UK & Ireland General Insurance with
responsibility for leading Aviva's largest general insurance business. He joined the Group
Executive in January 2010. He was previously group chief risk officer, chief financial officer
and subsequently president and chief executive officer of Aviva Canada. Prior to that, he was

global finance transformation director. He previously worked in Group Finance in London and
held a number of senior finance roles with Norwich Union Insurance, including finance
director for London & Edinburgh, a subsidiary of Aviva. Prior to joining Aviva, he spent five
years with Procter & Gamble in the UK.

The Cll is the world’s leading professional organisation for insurance and financial services, with over 110,000 members in
150 countries. We are committed to maintaining the highest standards of technical expertise and ethical conduct in the
profession through research, education and accreditation. In 2012 we celebrated our Centenary as a Chartered body. For
more information on the Cll and its policy and public affairs function, including examples of the range of issues in
financial services and insurance that we cover, please see: Www.Cii.co.uk/policy.

Aviva provides insurance, savings and investment products to 43 million customers worldwide. It is the UK’s largest
insurer with over 14 million customers. It is committed to serving our customers well in order to build a stronger,
sustainable business, which makes a positive contribution to society, and for which our people are proud to work. Aviva
plcis ranked as one of the UK’s top ten most valuable brands and is in the top 10% of socially responsible companies
globally in the Dow Jones Sustainability World Index. In 2011 it invested £5.3m into our UK communities. One in three of its
employees were involved in community investment activities which include giving nearly 33,000 hours. www.aviva.com

The ClI Thinkpiece Series

The Cll Thinkpiece series consists of short 1,500-2,500-word articles on subjects of interest to the insurance and
financial services profession and stakeholders, and are written by a range of contributors. We publish them not
because we necessarily agree with the views (or believe that they reflect in any way the policy of the Cll or its
members), but fo promote a free and open debate.

All articles are freely and openly available on our website: www.cii.co.uk/thinkpiece. If you have any questions or
comments about this Thinkpiece, and/or would like to be added to a mailing list to receive new articles by email, please
contact us: thinkpiece@cii.co.uk or by telephone: +44 (0)20 7417 4783.

Recent articles in the series:

No.93: Hitting a Home Run in Retirement: The Unlocked Potential for Housing Equity in Later-Life Income Planning, by Stephen
Lowe (4 Feb 2013).

Stephen Lowe of Just Retirement discusses the results of the UK’s largest research study into consumer attitudes towards housing equity
withdrawal and the steps needed to make it a viable option for current and future generations of retirees.

No.92: The Rise of the Dragon: Opportunities in Insurance Broking Markets in Hong Kong and Mainland China, by Solomon Ngan
(23 Nov 2012).

The changing regulatory environment in Hong Kong continues to attract attention from observers. All across China, insurance markets show
significant potential for growth covering a diverse array of risks.Guangzhou-based Solomon Ngan takes stock of the significant insurance broker
opportunities in those jurisdictions.

No.91: Delivery not Distribution in Life and Non-Life Insurance: Emerging Markets Beware! by Praveen Gupta (15 Nov).

Distribution and delivery tend to be used as synonyms across the financial services sector. Owing to growth opportunities, sales become a
dominant mode leading to the spurt in distribution. The author takes a view on one of the most visible aspects of the insurance industry:
distribution. He asks whatever happened to the long-established delivery proposition, and suggests why and how it could be revived.
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