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Financial Services  Consumer Panel:  

• Independent statutory body, set up to represent the interests of 

consumers within the regulation of financial services.

• We advise and challenge the FCA from the earliest stages of its policy 

development to ensure they take into account the consumer interest. 

• Members encompass a broad range of relevant expertise and experience 

including consumer advice, campaigning, communications, market 

research, journalism, the law, financial services, financial inclusion, 

European issues, financial regulation and compliance and later life issues.

• The Panel can also choose to focus on particular topics where they 

believe there may be detriment to consumers – our research into the 

protection market is an example of this. 



Objectives: what did we want to know?

• A profile of those who have already purchased protection products

• Explore the key points on the customer journey

• Understand why customers chose (or were sold) critical illness rather than 

income protection

• Examine what customers with critical illness understand about their policy

• Identify the key sticking points that stop more consumers buying 

protection products

• Understand whether consumers are aware of what they would receive 

from their employer and the state if they were off long term sick
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Why buy insurance products?
Participants were asked about why they bought insurance, and whether it was 

considered  compulsory or sensible to have.  All agreed it gave them peace of mind

Essential (some perceived  
as compulsory)

Compulsory

Sensible to have

Nice to have if can afford it
(not everyone had heard of
this insurance)

Income  

protection

Travel, critical illness, dental,  
private medical, accident,  

unemployment

Buildings, contents, life assurance, pet  
insurance & mobiles (for some)

Professional indemnity (for self employed/  
business owners)

Car insurance



What they said
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Having insurance helps with ‘fear of the  
unknown’. Dad paid for mine until I started  
work – my friend got cancer for the second  
time so it brings it home
Under 30In December 2015 I bought a new home, a new  build 

through the help to buy scheme, so I had to  get 
interested in insurance on the house and on my mortgage 
– it was a bit morbid talking about what if…. But I am glad 
to be covered
Under 30

We know people who have had cancer and we  
decided we ought to have life assurance. The adviser  
at the Halifax also suggested critical illness. It was  
hard to discuss, it is done now and we don’t talk  
about it - slight niggle that if we have to claim they  
might say we aren’t covered for that illness Assessing risk is all about the impact an event 

would have on my finances or on my life!

Taking out insurance gives me peace of mind, I  

hope I never have to claim but if I do it’s like a  

back up plan
50 +

It’s hard to assess risk and whether things might  
happen, but I think there is both a financial and an 
emotional loss if things go wrong. At least you can 
insure against the financial
41 – 50 years

I live on my own so having life assurance  
was a condition of the mortgage
30 – 40 years



Where does the journey begin?

• Key trigger to purchasing critical illness was prompted by a financial adviser or 

mortgage broker BUT most knew someone who had suffered serious illness or poor 

health

• A few were prompted by a family member/friend getting a serious illness and realising 

the financial vulnerability of the family involved

• Some had gone through a change in circumstances such as get t ing married, get t ing 

divorced, becoming self employed

• The majority bought the policy alongside a larger financial product, typically a mortgage. 

However, getting the mortgage/house was more important than the critical illness policy

• Critical illness had been discussed alongside other ‘relevant’ products to do with buying 

a  house such as buildings and contents insurance and life assurance. A few thought it 

was compulsory to get the mortgage 

6



When does the journey end? 

• Once the policy is bought very few think they need to review it later to 

see if  it is ‘fit for purpose’

• All had completed a medical questionnaire. 

• Those with pre-existing medical conditions had been through a simple 

telephone medical interview, which consumers found reassuring – they 

were aware that claims would not be paid if something had not been 

disclosed at the start

• Most knew what they were paying for their monthly premium – on 

average between £20 pm to about £40 pm. Joint policies were more –

up to £100 pm. They were less sure what they were paying specifically 

for CI when it was combined with life assurance
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Where does the journey end?
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• The average pay outs for critical illness were between £30K - £100K. 

A few expected lump sums around £200K if they had to claim

• When they purchased the policy they were not concerned about who 

the provider was – if it was a well known brand that gave added 

reassurance, but some were with small companies they had not 

heard of before. They trusted their adviser to only recommend a 

company that would pay out

• Having bought the policy the majority filed the paperwork at home 

and forgot about it. Some received an annual mailing from their 

provider but no one really expected anything from the provider. 



Key influencing factors on the customer journey

• Having talked through the customer journey to purchase critical illness,  

those who bought through an intermediary recognised the key role they  

played in encouraging them to purchase critical illness

• The choice of product and provider was decided by the intermediary

• A minority who had researched critical illness online and bought direct, with  

no adviser, found the process daunting and complex – they had no idea  

where to find a reputable adviser

• Consumers could think of the positives about the policy – a lump sum pay 

out if diagnosed – and the only negative was perceived to be paying the  

premiums. 
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Critical illness insurance is straightforward

• The majority did not worry about the insurance company not paying out

• Just a few did talk about stories in the press where claims were not paid 

if  people had the wrong sort of illness – particularly for cancer

• Where the policies had been bought through an intermediary the trust 

was put in them to select a company that was ‘genuine’

• They were aware that there were restrictions on what was classed as a 

critical illness but thought most potentially terminal illnesses were 

included

• No one could specify exactly what might not be included in their policy
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What they said …

I took out a CI policy with my mortgage, it  decreases over 
time, but if I am ill it will pay off  my mortgage. I knew it 
was something you should get but the broker gave us the 
options – we discussed life assurance, critical illness and 
mortgage payment protection insurance
Under 30

I realised how vulnerable I was when I was  
diagnosed with MS this year, so I decided to  
research insurance to cover me, I spoke to a  
broker online about my health issues
30 – 40 years

I have an underlying health condition, auto  
immune, so the broker helped me realise that if I  
had an illness I could get into severe debt with  
my mortgage – I pay £30 per month and the pay  
out is £30,000 that’s reassuring – I let him do all  
the research and I went for Aviva as it covered  
more illnesses – I did have a nurse ring and I am  
excluded for my condition
50 +

Having the conversation about illness and death  
was scary, my dad had recently died but the  
adviser was good and kept it rational
Under 30

I was diagnosed with MS in September  2008 and 
was paid out on my policy in  December - it 
wasn’t easy to claim at the  start and I had to go 
privately for a second  diagnosis
30 – 40 years

We bought critical illness insurance because

we don’t want to leave debts and it will

help stabilise our money at a difficult time
41 – 50 years

We took out the policy to pay the school fees  if 
anything happened to me, I spoke to the financial 
adviser that I set up my pension with
41 – 50 years



Long term sickness 

• The majority of employed participants were not aware of their employer’s sick 

pay policy. Each employer had different processes. 

• Some were aware of colleagues who had been ill, gone on long term sick 

and not been seen again, and assumed they were made redundant

• Some talked about sick pay being ‘discretionary’ by their employer

• Most assumed that if they were off sick their company would pay them for 

at least a few months, maybe up to 6 months and then ‘statutory sick pay’ 

would kick in

• No one knew what SSP was, either the amount paid, who got it or how long it 

was paid
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Long term sickness - What they said …

I think my company pays up to 10 days a year for sick  
days – full pay – then straight onto SSP, I think after  
that you would be terminated. Realistically I could not  
survive more than 6 months financially, I am on my  
own now
50 +

No idea if we get sick pay after a few weeks, I  
have always assumed we do, wouldn’t want to  
think about it – I think most of us can control  
‘sickness’ but g e i n g  a critical illness is out of  
our control
41 – 50 years

I’ve no idea about my company’s sick
policy I have never been off work for
more than a few days
30 – 40 years

I had assumed the government set the sick policy  
for employers and that it was like maternity cover  
and would last a year but I was actually off work  
after an accident and I only got 2 weeks’ full pay  
and then SSP but it wasn’t enough to cover my  
mortgage, I had to rely on family
Under 30

I’ve no idea what my employer would pay if I  
phoned up sick for more than a couple of  
days, I imagine they would deduct money  
from my salary…. No I’ve not heard of  
statutory sick pay
Under 30

I’ve not been with this employer long, I  
think it’s 2 weeks’ full pay and then SSP –
but it’s discretionary 
30 – 40 years

I’m not aware what my sick pay was, you don’t pay  
attention to that when you are signing a job contract,  
you are happy you have got the job
50 +



Awareness of income protection insurance

• Whilst participants understood that their critical illness policy would pay out a  

lump sum to pay off a large debt, no one had thought about ongoing monthly 

outgoings if they do survive but can’t work

• Most were not aware of income protection insurance and based on the name 

only, they assumed it was an insurance policy to cover being made redundant 

or unemployed

• Most assumed that if they ‘lost their job’ they would either take on a lower 

paid temporary job or get a new position quite quickly and wouldn’t need 

insurance
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The barriers to purchasing income protection 

• Perceived as expensive and not clear how long or how much would pay out

• No awareness of this insurance – its rarely mentioned by intermediaries 

and doesn’t appear on internet searches

• The name of the policy implies it will cover redundancy or reduction in pay

• Belief that employer will look after their staff and pay sick pay and/or the 

government will step in and pay benefits

• Would just have to get back to work – not convinced people are ‘genuinely’ 

off work long term sick

• Savings or borrowing from family would be enough to get by
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CI verses IP 

• There is a general mindset that ‘critical illness’ is much less in your

control than long-term sickness – therefore taking out insurance to

support you if you get a ‘sudden’ critical illness is sensible

• Everyone either knows someone or has seen charity appeals on

behalf of cancer, or heart, or strokes that shows ‘people like them’

being diagnosed

• Few people know anyone who is off work for a long-term sickness

• There were suspicions with long-term sickness, which may get

worse over time, that employers may ‘get rid of the employee’ – who

would then be unable to claim on the policy anyway as no longer

employed
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CI verses IP

• Some participants, whether employed or self employed, were 

adamant that  they would get themselves back to work within 6 

months ‘no matter what’

• If they had a critical illness payout they would survive on that and 

other savings until they got back to work

• There was even mention that being off ‘long-term sick’ is seen as 

skiving and some were unclear what a ‘long-term sickness’ might 

include. It didn’t sound ‘life threatening’. 

• There was a sentiment across participants that ‘it wouldn’t happen to  

them’ i.e. the risk of them being off work for a long time and not 

being able to get back to work was very low

17



CI verses IP
• The idea of receiving an agreed lump sum cash amount is easier to 

understand than a potential payout of £X% of salary for X amount of time

• Consumers were more suspicious that an income protection pay out 

wouldn’t last long, that they would have to constantly prove they were 

sick, that they may not get back the amount they had paid in premiums

• The pay out on an income protection policy was considered too vague 

unlike the critical illness pay out of a lump sum and participants found it 

difficult to assess value for money 

• The few consumers whose advisers had included income protection 

within their recommendations had been put off by the cost. They had 

reasoned that the more inexpensive critical illness insurance would be 

enough to ease most of the financial burden and worry
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What they said …

I’ve not heard of income protection insurance before,  
now I’ve read that it would probably cover my needs  
better… but it does seem a bit complex compared to  
critical illness where if you get an illness you get a  
lump sum – that’s more black and white
Under 30

The name is a bit odd – sounds more like  
unemployment or redundancy insurance, which  
I don’t need
Under 30

I’ve not heard of this, I didn’t know it exists, it  
does feel like it is important but I would be  wary 
– I wouldn’t be sure that I was actually  covered
50 +

I prefer the idea of g e t t i n g  a lump sum 
rather than a regular income, it’s ‘my money’ 
it gives me the choice of what to do with it
30 – 40 years

I think I would rather have the lump sum  
payment as it leaves you more in control if  
something happens
41 – 50 years

Critical illness is easier to understand, it feels like you  
will get a huge payout – a reward if struck down –
while income protection sounds ‘sensible’ but really  
you can probably get back to work if you have been  
‘sick’
30 – 40 years

Income protection insurance sounds like a product  
where they will make up the difference if your employer 
has to reduce your salary for any reason
41 – 50 years

I wouldn’t buy income protection because of the 
‘small print’ it doesn’t cover unemployment and I 
think you would be dismissed if you became too ill 
to work
50 +



Conclusions

• The benefits of income protection are hidden behind complex 

choices and caveats in the small print which mean advisers shy 

away from recommending it and consumers don’t understand it, or 

believe it to be of poor value.  

• There has been some product innovation in the income protection 

market, but this hasn’t translated to widespread take up. Many of the 

products available today have changed very little in the past three 

decades and don’t meet the needs of today’s workforce.  

• Product providers and intermediaries point to the adverse effect a 

pay out can have on eligibility for means-tested benefits. The recent 

development of allowing mortgage payments to be disregarded is 

welcome, does not go far enough.
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Conclusions

• Lessons can be learnt from critical illness products, which seem easier 

for consumers to understand. The pre-defined conditions in critical 

illness products and one-off lump sum payment bring the peace of mind 

consumers want. They also perceive critical illness cover provides 

value for money. BUT, critical illness products don’t cover the two main 

reasons people are off work on long-term sickness.

• But the answer is not more education for consumers; or persuading 

more mortgage intermediaries to recommend income protection; or to 

continue recommending a product that does not provide adequate 

cover, because it is the easier sale .

21



35

What they said

It needs to be more widely available, I haven’t heard  
of it, if you go on the Barclays website it doesn’t jump  
out – it says about life assurance, critical illness, travel  
insurance but it doesn’t mention income protection
30 – 40 years

I’m still drawn to the critical insurance because I have always  
worked and wouldn’t accept being on long-term sick – it would  
have to be something ‘critical’ to stop me working then I would 
need a lump sum
50 +

Give a reward, like the Vitality gym membership, 
or FitBit monitoring, encourage people to 
reduce their premium by keeping fit – that’s a 
great idea         
Under 30 

If paying people while they are off work is a big thing 
then I think this has to be backed by the Government 
– it needs to be marketed by them too – like the 
adverts for pensions, PPI, tax credits – they get your
attention
30 – 40 years

Based on those numbers you shared with us earlier
– 2.2 million – that’s a lot of people, I’m going to  
take out a policy when I got home!
41 – 50 years

Could they introduce a ‘comprehensive’ policy,  
like with car insurance, where it covers all types  
of illnesses a one off or a longer term, so  
combining critical illness and income protection 
Under 30



Protection Review
14 July 2016 

Panel Session

Mortgages and Protection: 

how can we make it work better? 

Teresa Fritz

Financial Services Consumer Panel



24


