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Foreword

The UK’s insurance sector makes a major contribution to the
UK. By paying out nearly £200 million in claims every day,
insurance helps people to manage risks, such as owning our
own home or running a business, which makes modern life
possible. However, the insurance market is being abused
by a small minority intent on defrauding the system – to
the detriment not just of the insurer but also of the many
millions of honest policyholders. It has been estimated that
fraud potentially adds hundreds of pounds to the average
household’s insurance bill.1 What is more, it is clear that the
scale of the problem has been growing in recent years.
Fraud is being driven by many factors. Not least a commonly
held perception of insurance fraud as a victimless crime.
Our report shows that 1-in-20 people admit to committing
insurance fraud while nearly 4-in-10 of us did nothing when
we became aware that someone we knew had committed
a fraud. Combatting the issue will involve greater efforts
to re-educate customers about the true impact of fraud.
It will also require a more coordinated effort to report and
investigate fraud wherever it occurs. Innovations such as the
Insurance Fraud Enforcement Department have made a major
positive impact. Yet there remains a continued challenge for
the insurance industry in working with the law enforcement
agencies, particularly when fraud is linked to serious organised
crime. Criminal gangs who stage traffic accidents, the socalled ‘crash-for-cash’ accidents, are estimated to cost the
industry nearly £400 million per year.2 And this figure doesn’t
include the extra cost to the emergency services and the NHS.

1
2
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It is also clear that the government can play a role in creating
a legal framework which is less open to abuse. The creation
of the Legal Aid, Sentencing and Punishment of Offenders
Act in April 2013 marked a major milestone. Yet, it is clear
that we still have gaps in the system, particularly as our
report indicates, in the regulation of Claims Management
Companies (CMCs). Our general approach to managing
personal injury claims is also problematic: we place
compensation at the heart of our redress system, rather than
focusing on rehabilitation and the role of independent medical
assessments. Furthermore, some of the reforms to date could
actually be fuelling fraud. While AXA is totally supportive of the
introduction of the Ministry of Justice’s (MoJ) Portal, given the
intention to make the process more efficient and reduce costs,
there have been some negative consequences. For example,
since the portal was extended to include Employer and Public
Liability Insurance, there has been evidence that it has helped
to drive workplace-related claims higher.
It is clear that insurance fraud is a growing cost on society,
and one which undermines efforts to grow our economy and
prosperity. For example, we have evidence of firms selling
operations in parts of the country where ‘crash for cash’
personal injury claims are most prevalent, potentially impacting
consumer choice, market competition and employment in
local economies. Further concerted action is required if this
menace is to be addressed head on.
Richard Davies, Head of Fraud, AXA UK

Crash for Cash; Putting the brakes on fraud’ published by the Insurance Fraud Bureau, November 2012, p.7
Crash for Cash; Putting the brakes on fraud’ published by the Insurance Fraud Bureau, November 2012, p.7
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Commentary by
Cass Business School
Professor Christopher Parsons, Cass Business School

Insurance fraud is a covert activity.
This means, by definition, that we
cannot exactly measure its extent. It
is also hard to be sure whether or not
insurance fraud is increasing, but there
is no need to doubt the ABI’s view,
expressed in this report, that insurance
fraud is running at a high level in the
UK and having a significant effect on
insurance premiums.

Academic studies often make a distinction between ‘hard fraud’ – where, in fact, no accident or loss has occurred, or the fraudster
has caused it deliberately, and ‘soft fraud’ – where there has been a genuine accident or loss, but the claimant exaggerates its
extent. Education or attempts to build higher levels of trust between insurers and policyholders will obviously have little or no effect
on ‘hard’ fraudsters as many of these are professional criminals who deserve nothing less than the full force of the law. However,
policyholders who claim a little more than they should, perhaps because they think that otherwise the insurer will pay less than their
real entitlement, are not in quite the same category. Labelling them as ‘fraudsters’ could lead to even greater mistrust of insurers,
so it is clear that the insurance industry should take a nuanced approach to fraud, and use a range of responses to its different
manifestations, rather than treat it as a single problem.
This AXA fraud report draws on data
obtained from an online survey of UK
adults. One thousand respondents
were asked questions relating to their
perception and experience of insurance
fraud carried out by individuals. The data
shows a suitable distribution across
gender, age, income and geographical
area. The first part of the survey looked at
the claims history of respondents. Around
30 per cent had made some kind of
claim over the past five years (almost
invariably, on car or home insurance)
and many had made more than one,
suggesting a reasonable degree of
familiarity with the claims process.
A high percentage (80 per cent) of
respondents thought that insurance fraud
was common, and a significant number
thought it was increasing. However, as
mentioned earlier, the questions did not
distinguish between different types of
fraudulent claiming and respondents’
perceptions might also have been
influenced by recent increased publicity.
If respondents are asked (as in our
survey) whether they themselves have
ever made a fraudulent claim, or whether
they know someone who has done so, it
is very likely that many will not confess to
their own guilty behaviour, but attribute
it to ‘someone they know’. For both of
these questions, there are spikes in
the 18-24 and 30-34 age categories.
Across all age groups, 35 per cent of
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respondents said they knew of someone
who had made a fraudulent claim.
As already stated, the interpretation of
‘insurance fraud’ may well have varied,
although 67 per cent of respondents
thought it serious enough to be regarded
as a criminal offence. What we do not
know is the degree of overlap between
this group and those who have made,
or know of someone who has made,
a fraudulent claim.
Only 7 per cent of respondents
thought that the police should focus
on more serious crimes in the belief
that insurance fraud is victimless.
A large majority (86 per cent) felt
that honest policyholders suffered
and held insurance companies just
as liable as the false claimants.
Structural defects in accident
compensation systems can contribute
to the incidence of insurance fraud, or
at least help to facilitate it. The authors
of the report identify a number of
weaknesses in our current system and
make recommendations for tightening
it. For example, they suggest that the
revised MoJ Portal may now be making
it ‘too easy to claim’ leading to more
claims, some of which may be fraudulent
or at least speculative. Of course, it
might be that the vast majority of ‘new’
claims are perfectly valid ones, made
by people who would have been put off
by the difficulty of claiming under the

old system. Furthermore, the Portal is
intended to benefit insurers by restricting
the legal costs associated with claims
that go through it. This leads to the
general point that the system, and
insurers themselves, should aim for a
balance between the ability to screen
claims carefully, the costs of doing so,
and the need to treat claimants fairly
– because if claiming is made more
complex and difficult costs will rise
and customers are likely to become
alienated, making them even more
likely to cheat.
Finally, in our view, a key structural
problem lies in the ability of accident
victims to claim damages for noneconomic loss (pain, suffering and loss
of amenities – or PSLA) for relatively
trivial injuries, such as most whiplash
claims. This is one of the most significant
drivers of insurance fraud, and the
announcement in the government’s
Comprehensive Spending Review
containing proposals to amend the law
in this respect is welcomed. Allowing
damages for PSLA only in the case of
serious injuries would cut fraudulent and
exaggerated injury claims at a single
stroke and pull the rug from under most
exponents of ‘crash for cash’ scams.
Professor Christopher Parsons,
Cass Business School
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Insurance Fraud is not victimless. It pushes up
the cost of insurance for honest customers; funds
the wider activities of criminal gangs; and puts
pressure on essential public services, such as
the NHS and courts. Contrary to the perception
of many of those who commit fraud, they are not
stealing from a faceless corporation.
- Executive summary,
Insurance Fraud Taskforce Report, January 20164

The benefits of insurance to UK households are widespread. Over 9-in-10
people in the UK have some kind of insurance policy in place, demonstrating
just how valuable insurance is in providing peace of mind to Britain’s
homeowners, motorists, pet owners, holidaymakers and mortgage holders.
In total, the UK’s insurance industry pays out around £192 million every
day to help its customers when they need it most.

However, not all of the benefits which
are paid out are legitimate payments.
Fraudulent claims are a serious criminal
offence. While the insurance industry
is able to detect fraud valued at over
£1.3 billion, even more insurance fraud
remains undetected despite insurance
companies investing tens of millions
of pounds each year to combat fraud.
A number of initiatives, such as the
Insurance Fraud Bureau (IFB) and
the Insurance Fraud Enforcement
Department (IFED) have led to an
increase in the amount of fraud detected
and in perpetrators being identified and
punished. The establishment of the
Insurance Fraud Register is the latest
step in this ongoing battle.
While motor insurance claims have been
central to the rise in insurance fraud in
the UK, the issue goes much wider. Our
discussions with claims managers in UK
corporates and legal experts reveals a

3
4
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growing concern relating to industrial
disease claims where it is difficult
to prove liability, for example, noise
induced hearing loss. It is also potentially
present in home insurance cases where
policyholders (who are potentially
coached by suppliers) might submit
claims above the value of the goods
lost, damaged or stolen.
The implications of insurance fraud are
set out in a government report published
in 20153. That report argues that
insurance fraud plays a role in helping to
fund crime, including serious organised
crime; fraudulent claims block the courts
which delays access to justice for honest
claimants; orchestrated road traffic
accidents (so-called ‘crash-for-cash’
claims) are a threat to road safety and
add millions to the cost of the emergency
services; and there are further costs to
the NHS as GPs deal with those patients
who invent or exaggerate an injury to make

a claim. There are other implications for
government such as potential tax fraud.
For example, even though VAT is not
applicable in respect of medical treatment,
it is routinely sought in invoices presented
in personal injuries claims.
To help us better understand what is
driving this complex problem, we have
undertaken research focussing on the
UK adult population, the vast majority
of whom own an insurance product.
We conducted an online survey with
1,000 people in March 2015. We also
interviewed a series of industry experts
spanning the law enforcement agencies
and legal firms, insurance sector,
academia, and the wider UK corporate
sector. Taken together, this data provides
our report with a comprehensive
overview from both a consumer and
expert perspective as to what is causing
insurance fraud and what we can do to
fix it.

Insurance Fraud Taskforce Report, January 2016, p.3
Insurance Fraud Taskforce Report, January 2016, p. 9
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Part 1: Fraud on the rise?

Despite the
obvious benefits
of insurance, and
vast sums which
are paid out on
legitimate claims,
not all policyholders
view their policy
purely as a safety
net against
unforeseen risks.

For a small minority, their insurance
provides an alternative benefit, as a
source of free cash in the shape of
fraudulent claims. And while it may only
be a small minority, the cost is huge
and has been growing over recent years.
The Association of British Insurers (ABI)
estimates that the fraudulent claims in
the UK general insurance market – that
includes products like motor, home
buildings and contents, travel and pet
insurance – totals £3.4 billion every
year.5 According to the ABI, the scale of
insurance fraud increased by over five
times in the decade between 2004
and 2014.
While there is some debate on whether
the overall volume of insurance fraud
is on the increase, the total cost of
insurance fraud has definitely risen.

So too, elements of this fraudulent
activity have become increasingly
complex. Induced motor accidents,
the so-called ‘crash-for-cash’ scams,
will involve forcing an innocent driver
to crash into the fraudster’s vehicle.
This will then lead to gang members
making multiple personal injury claims
often involving fictitious injuries possibly
involving gang members who weren’t
even involved in the crash. Other types of
criminally organised fraud will range from
arson claims through to supplier fraud
where insurers receive invoices for work
that has not been done. Other types of
fraud may be more subtle. For example,
instances where an individual is making
a legitimate claim on goods which have
been lost, damaged or stolen, but where
they choose to fraudulently inflate the
value of the damage.

‘Crash-for-cash’ staged accidents are a highly visible face of fraud
Staged road accidents, also known as
‘crash for cash’ accidents, are one of
the most visible signs of a growing
culture of fraud. The IFB estimates that
the cost of fraudulent organised motor

11%

5
6

insurance claims alone is £392 million
each year and that as many as 1-in-7
personal injury claims are connected
to a suspected ‘crash for cash’ scam.6

47%

Our survey shows that well over half of
Britons recognise this practice with
11 per cent being “very familiar”
and 47 per cent being “somewhat
familiar” that accidents are staged
in order to make fraudulent claims.
Awareness is higher among men
(64 per cent) and those aged
55-64 years (68 per cent).

Insurance Fraud Bureau website, 27 March 2015
Insurance Fraud Bureau website, 27 March 2015
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Part 1: Fraud on the rise? cont.

Our findings reveal that five per cent of UK adults claim to have made a fraudulent
insurance claim. This equates to over two million adults across the UK. Naturally,
this figure is likely to understate the true scale of the problem, given that not all
people will admit to breaking the law.
While this figure suggests that very few people have actually defrauded their insurer – just 1-in-20 people – this small group of
people are likely to have committed several types of insurance fraud. Of the five per cent who admitted to committing fraud over
half of them are repeat fraudsters having committed at least three types of fraud including:

Type of fraud committed

Young, free and innocent?

Who pays the price of insurance fraud?

Among those who had reported that
they had committed insurance fraud
there is a worrying trend among
younger people with 11 per cent of
those aged 18-24 years claiming to
have defrauded an insurance company
themselves, which is over twice the
national average. Furthermore, nearly
one-third (or 31 per cent) say they
know someone who has defrauded
an insurance company. It will require
a particular effort to educate the next
generation of policyholders about the
need to take this issue seriously.

With fraud estimated to cost the industry
around £3.4 billion annually, the cost
of fraud will inevitably push up premiums
for honest policyholders. This fact is
recognised by honest policyholders
themselves with six-out-of-seven
respondents agreeing that they, as
honest policyholders, are left to carry
the can. In contrast, just 13 per cent
think that the cost is being borne by the
insurance company. What is particularly
revealing is that only seven per cent
think that the fraudulent claimant

themselves pay the price which points to
a widespread view that insurance fraud is
an easy crime to get away with.
So while there are a small minority
(22 per cent) who do see insurance
fraud as a ‘victimless crime’, most
people acknowledge that fraud has an
impact on insurance premiums across
the whole market.

The cost of insurance fraud in driving up motor insurance premiums

Making a claim for a value
greater than the actual
damage or loss suffered

Adding items to a claim even
though they hadn’t actually been
lost, damaged or stolen.

Awareness of fraud appears to be more
widespread than the act itself. While only
five per cent of us admit to committing
fraud, over three times as many of us
are aware of fraud being committed by
members of our family, friends or work
colleagues. In total, over one-sixth of
Britons (18 per cent) claim to know
someone who has defrauded an insurer.

Other examples could also include
workplace-related claims for noiseinduced hearing loss (NIHL), or trips and
slips on pavements or in the supermarket.
In all these cases, the fraudster has no
contractual relationship with the insurer
but is able to exploit the third party liability
cover. This highlights the need to address
the issue of fraud on two fronts.

The issue of ‘crash for cash’ highlights a
particular problem, which is that in many
fraudulent cases the fraudster doesn’t
need to purchase a policy in order to
commit a fraud.

Firstly, efforts to identify false policyholder
claims which could include the ‘soft’ fraud
cases involving, for example, policyholders
exaggerating the value of claims. This
should help to protect honest customers
from escalating premiums.

In some cases, people freely admit that
they even went as far as to completely
make up an insurance claim.

Secondly, and more significantly, the
industry needs to protect customers
against fraudulent claims made against
their policies by third parties. This will
include the ‘hard’ fraud which includes
people with the intent to commit criminal
acts. Industry claims data suggests that
this latter group is likely to involve frauds
of higher value and may well involve
organised criminal gangs.

£47
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Figures from the Association of British
Insurers (ABI) suggest that the actual
figure is £50 on the average premium.

50
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This illustrates that the UK general public
have a good grasp on the scale and
cost of the problem. Furthermore, if we
look at the average motor insurance
premium – Q1 2016 figure is £3797 –
this means, that policyholders are paying
around 13 per cent of the typical motor
insurance premium towards meeting the

7

12

Estimated

On average, people believe that fraud
adds around £47 to the average
premium every year.

cost of pay-outs on fraudulent claims.
Further efforts to deal with this problem
will therefore have a positive impact on
all policyholders.
Of course, this only deals with the costs
borne by households in the shape of
higher premiums. There are many other

hidden costs which arise, including, as
mentioned above, the cost to the NHS
and the emergency services, not to
mention the cost to the courts system.
The private sector is also adversely
affected with employers also being hit by
hidden costs. This is explored further in
the case study on the next page.

ABI Quarterly Average Private Comprehensive Motor Insurance Premium Tracker for Q1 2016.
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Part 1: Fraud on the rise? cont.

Carillion has grown into a leading
provider of construction and business
support services employing over
40,000 people worldwide with annual
revenues of more than £4 billion.
As with any large company across its
operations Carillion will have health
and safety incidents reported involving
employees, sub-contractors and
members of the public.

Case study: Carillion – the impact of fraud on businesses
Handling the claims relating to these incidents requires a dedicated team whose job is to investigate all cases and where people
have been genuinely injured to ensure that they are compensated quickly and fairly. In dealing with these incidents it is clear that
the firm is noticing changes in trends. Whereas in previous decades, people used to claim for big incidents which kept them out of
work for several weeks or longer, today they are seeing a trend in which the culture is to make a claim for any incident irrespective of
its impact, even if people are only off work for a few days. There are as a result many more minor claims, as part of a more litigious
culture which has built up over many years. To deal with these trends, the company invests heavily in health and safety and enjoys
an excellent record in risk management. This is seen as the number one priority within the business.
¡¡ Carillion has taken steps to
improve the reporting of workplace
incidents. As such, it has invested
in systems such as its electronic
accident database and measures
its Health & Safety performance
against a number of leading and
lagging indices.
¡¡ The company has also created an
open culture in which employees
are actively encouraged to report
any incidents to help the company
identify and better manage any
health and safety risks within
the workplace.

¡¡ The so-called “Don’t walk by”
system is an integral part of
the risk management process
embodied within the Health &
Safety systems. This aims to
make sure all issues that could
potentially result in an accident
are dealt with before they cause
an accident.
¡¡ Carillion became a member of the
Claims Underwriting Exchange,
“CUE” in 2015 and is now sharing
claims data with third parties in
order to improve efforts to detect
and investigate potential fraud.

Alongside these investments, Carillion has grown rapidly (doubling turnover from
£2 billion to over £4 billion) so you would expect to see a greater volume of incidents.
However, the number of claims has grown disproportionately faster than the increase
in turnover and contrasts with the improvement in Carillion’s performance against its
leading and lagging Health & Safety indices. There is a general perception that changes
across society as a whole are behind the increase in claims, including an increase in
fraudulent claims. Such increase in fraud may, in part, be due to recent legal changes
following the Jackson reforms. In essence, the growing use of the MoJ Portal makes it
easier to make a claim, not all of these will be legitimate claims: “Fill in your 20 boxes
and see if you get some money” is an increasingly held mindset in the UK.
Given the nature of the cases coming forward, many will now go through the Portal
and any fraudulent claims will simply fall out of the system as soon as they are
challenged or investigated, but no follow up action is taken against the individual.
The case is simply dropped without any consequences for the potentially fraudulent
claimant. Efforts to improve law enforcement and information sharing, particularly
through opening up CUE to self-insured corporates, are required to address this
growing level of fraud.
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Part 2: Who’s to blame
for insurance fraud?

AXA’s Behavioural Fraud Report 2016

Most people will, if offered an opportunity to
make a gain even when involving breaking the
rules, will do so if they think they can get away
with it... But to a relatively modest extent

A report by AXA UK

The insurance industry has lots of economists
and accountants but not many psychologists.
They need to think about tackling the
behavioural issues – that’s where some of the
biggest problems lie.
- Professor Ayton, City University London

This would seem like a fairly
straightforward question. Given the
distinction between ‘hard’ and ‘soft’
the picture is somewhat complicated.
In instances of hard fraud involving
criminal gangs then the situation is
relatively clear-cut and we can all agree
on the need for a multi-agency approach
to cracking down on this fraud in a way
which protects not just insurers and
their customers, but society and all.
Where we are dealing with soft fraud,
which could hinge on a subtle difference
between insurer and insured when
interpreting how to make a claim,
then the situation might be clouded.
As a result, views are divided when it
comes to apportioning blame. While
73 per cent of respondents believe
that fraudulent claimants are either
partly or wholly responsible for their own
behaviour, a sizeable minority blame
the insurer. Two-fifths (41 per cent)
of respondents hold the insurance
companies either partly or wholly
responsible for insurance fraud.

Is there a growing culture
of fraud in the UK?
Our findings show that while only
five per cent admitted to having
made a fraudulent insurance claim,
many more people would consider
‘bending the rules’ when making claims.
As many as one fifth of people would
consider claiming a higher value than
they are entitled to.

How people might behave when making a claim
Is there a mind-set in which fraud is seen as acceptable?

78%

Only 78 per cent said that they
would provide “an accurate account
of the value of items stolen”.

88%

Women and older people revealed a
more honest approach, particularly
among those aged 65 and over,
88 per cent of whom said they
would provide an accurate account.

Psychology plays a role in helping to
explain insurance fraud. There was a
widespread view among the consumer
respondents and the expert respondents
that insurance fraud is tolerated because
of a combination of factors. It is seen to
be widespread, easy to commit and go
undetected, and, for a sizeable minority
(22 per cent), a sense that such a crime
is victimless. It is deemed as acceptable
to make a small personal gain, if no-one
else is getting hurt. Breaking this cycle
of permissive behaviour towards what is,
nonetheless, a criminal activity, should
form an important element in tackling
the issue.
What is interesting is how people
respond when confronted by insurance
fraud in their everyday lives. While people
do think of insurance fraud as a criminal

9%

Meanwhile, a sizeable minority would
consider fraudulently adding to the
value of their claim. Nearly one-in-ten
(nine per cent) said that they would
claim only for items stolen but that they
would “over-estimate the value a little”.

offence and believe that the police
should investigate it like any other crime,
this view is not reflected in how people
respond when they become aware that
insurance fraud has been committed.
Even though fraud comes at a high
cost, which most people recognise
is ultimately borne by the honest
policyholder, 39 per cent still did nothing
when they became aware that someone
they knew had defrauded an insurer.
Furthermore, just four per cent of us
thought to contact the police and only
seven per cent contacted the insurer.
One-in-four people simply responded by
closing their ears. The mind-set seems
to be ‘if you’re going to break the law,
keep it to yourself’. What is not widely
understood is the hidden strain insurance

fraud can put on family and friendships.
Some people find themselves torn
between doing the right thing and
reporting the offence and breaking a
friendship. In one-in-seven cases
(13 per cent), family and friends
stopped talking to the fraudster as a
result of their actions.
Amazingly, seven per cent actually
gave the fraudster moral support while
a further 11 per cent simply asked
them how they had pulled it off. Young
men are much more likely to admit to
having helped a friend or family member
to commit fraud. 28 per cent of those
aged 18-24 had done so, compared
to zero per cent among the over 55s
while 21 per cent of men had helped a
fraudster compared to just five per cent
of women.

4%

A further four per cent said that they
would claim for the stolen items and
that they “would add items to increase
claim value”. It was notable that
younger people would be more likely to
inflate the value of their claim beyond
the actual value of any loss.

To test how people might behave when
making a claim, we asked respondents
to imagine how they would react if their
home had been broken into.

16
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Part 2: Who’s to blame for insurance fraud? cont.

Insurance fraud is
seen as a widespread
phenomenon
One of the reasons why many people
fail to take action could be the sense
that insurance fraud is seen to be
widespread. Over half of Britons see
fraud as an everyday event with eight
per cent who think it is ‘very widespread’
and a further 43 per cent think it is
‘commonplace’ which paints an image
of normality in which such crimes are
openly tolerated. Only 1-in-20 think of
insurance fraud as being ‘rare’. What is
also clear is that the phenomenon is on
the increase. One-third (33 per cent)
think of insurance fraud as being more
common today than it was five years
ago while 41 per cent think it is as
widespread as it was five years ago.

Mis-placed sense of entitlement?
Not only is insurance fraud tolerated by most people, it is widely accepted as
legitimate behaviour which illustrates the major challenge facing insurers and law
enforcement agencies in dealing with this problem. When asked why people might be
tempted to commit insurance fraud, 37 per cent chose the response “you pay all of
these premiums, so you might as well get something back.”
Premiums are paid to transfer the risk from the individual to the insurer. In return,
the individual can have peace of mind that the insurer will pay out if something goes
wrong. But for a large minority there is a sense that people are entitled to a pay-out
even if something hasn’t gone wrong. Simply for being a good customer who pays their
premiums. Effectively, the insurance industry already does this through no claims bonuses
on motor insurance policies, which is a sort of cash back for customers who do not claim.
There is also a sense that the way in which insurers treat their customers does not
inspire mutual trust and honesty. Nearly a quarter (23 per cent) thought that the
insurer would not pay out if they were completely honest with them.In other words,
honesty is not seen as being the best policy when making an insurance claim.

The wider drivers of insurance fraud
Alongside human behaviour, there are
other systemic issues which may act to
encourage fraud or, at the very least,
hamper efforts to tackle its growth.
In effect, the legal framework is
highly influential in shaping people’s
psychological reasoning. Our expert
respondents highlighted a range of wider
issues which could help to explain the
growth of insurance fraud.
The whole approach to dealing with
personal injury claims was called into
question, in particular by Lord Hunt, who
echoed the BIBA manifesto in 2015 by
calling for a shift away from receiving
cash, towards receiving care, in the event
that someone is injured in an accident:

The system of care not cash is now being identified as the
way forward. We want the Ministry of Justice to complete the
introduction of the independent medical panels which I think
will get across to people that the risk of bringing a fraudulent
whiplash claim, for example, is now huge and they do so at
their peril

The sooner we put rehabilitation on the agenda following an
accident as the first recourse the better, because most people
would benefit hugely from immediate access to the right medical
advice and medical treatment
- Lord Hunt of Wirral, Vice Chair of the All-Party Parliamentary Group on
Insurance and Financial Services.

Under this approach it could still
be possible for victims to seek
compensation through cash pay-outs,
but this should not necessarily be the
starting point when determining how
to deal with personal injury claims.
The greater emphasis on providing
care and rehabilitation could well
help to reduce the pressure for cash
pay-outs but it will depend on the
nature of the claim.

- Paul Griffin,
Claims Manager, Carillion

The lack of comprehensive regulation overseeing how
personal injury claims are processed is also widely
cited as a problem; the gaps in regulatory requirements
creates loopholes which the organised criminal
fraternity are more than capable of exploiting.
For example, it is not a requirement under
anti-money laundering regulations for
a client in a personal injury claim to be
validated. Often, the claimant and their
solicitor might not even meet in person.
Likewise, there are no requirements to
keep photographic evidence of people
who attend medical assessments. Add all
of these factors together, and the simple
task of verifying the identity of people
making claims is made more difficult
through a lack of any need to collect and
electronically store key personal data.
The call from our market experts for
tougher regulation also extended to how
the CMCs help to boost the number of
personal injury claims, so-called
‘claims farming’.
A range of legal changes introduced
since 2013 have improved the insurance
industry’s tool-kit for tackling fraud.
Notably, increasing the sanctions against

8
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Providing access to rehabilitation is already at the heart of
Carillion’s response when approaching major cases. However,
in most claims the nature of any injuries are not serious, and
the claimant will return to work within a few weeks. The nature
of injuries is unlikely to require rehabilitation. It is therefore
unlikely that simply by providing these claimants with access to
rehabilitation that they wouldn’t also be incentivised to make a
claim for financial compensation. So while rehab is an important
part of the solution, it can never provide a complete solution.

CMCs where they breach regulations.
Existing regulations already prohibit CMCs
from cold-calling or sending unsolicited
text messages. But there is continued
evidence of CMCs breaking the rules.
AXA continues to uncover cases of
individuals who are coached and
encouraged to make claims by accident
management companies. It was recently
revealed that one of the UK’s largest
accident claims management companies,
responsible for making 7 million cold calls
every year, was encouraging customers
to fabricate or exaggerate injuries for
profit.8 According to one Police and Crime
Commissioner (PPC) we spoke to:

In addition, the changes to include
Employers’ Liability Insurance (ELI) within
the MOJ Portal highlights another potential
source of abuse. While all parties support
the role of the Portal in making legitimate
claims easier and more cost-effective
to process, there is a particular concern
about the need to filter out fraudulent
claims from what is a largely automated
process. Under the Portal process, the
judgement on whether it is a fraudulent
claim is left to the insurer or defendant to
challenge. Given the volume of claims, this
is difficult to re-source in practice and as
a result, may mean that fraudulent claims
are able to slip through the system.
“The portal claims form is a simple way of
starting the claims process, it’s easier than
applying for a credit card. For some, it is
seen as nothing more than an application
form for free cash.”
Martin Stockdale, Kennedys LLP

“Tougher legislation on CMCs is required…
I have a gut feel that companies that
ring people up endlessly trying to
encourage them to make claims should be
blacklisted” Anthony Stansfeld, Police and
Crime Commissioner, Thames Valley

The Sunday Times, Cold Callers push clients into false accident claims, 5 July 2015
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Local police are often reluctant to take on
an allegation of fraud either due to lack of
capacity or on the basis of IFED’s presence...
The perception is that IFED is more interested
in high profile cases and quick wins

Insurance fraud is a complex issue. Understanding what drives fraud,
and how to tackle it, will therefore involve a wide range of responses.
Some of these responses should focus on the need for a more coordinated response from insurers, legal professionals and law
enforcement agencies in how they work together to share information when detecting and investigating fraud. Equally, the insurance
industry needs to think about the customer and how they come to rationalise behaviours which may well be fraudulent.

Investigating fraud through better data sharing
The industry experts broadly agree that
improving information sharing is a central
objective in improving the situation. This
reflects the Insurance Taskforce Interim
Report which identified the importance
of data sharing in detecting and
investigating fraud. The issues of cost,
administrative burdens and concerns
about data protection legislation have all
been identified as obstacles in promoting
better data sharing.
In respect of data protection, there
has been, in effect, a “risk-aversion
paralysis” in which organisations are
afraid of sharing data too liberally,
so over react by not sharing data at
all. The Information Commissioner,
Christopher Graham, has commented
that “organisations that don’t understand
what can and cannot be done legally
are as likely to disadvantage their clients
through excessive caution as they are
by carelessness”.9 From the regulatory
perspective, data sharing practices could
be included in the Financial Conduct
Authority’s (FCA) requirements as part
of an insurer’s counter fraud strategies.
The lack of comprehensive information
requirements presents loopholes
throughout the civil justice system,
which are ripe for fraudsters to exploit.

9
10
11

Better information requirements and
data sharing would make an impact.
For example, some accident
management companies send
imposters to medical examinations
either where the claim is being brought
without the claimant’s knowledge or
where the claimant is simply completing
an application to obtain compensation.
Yet, currently there is no requirement
on medical experts to view and keep
copies of photographic identification
of the individuals they examine making
it harder to verify their identity.10
Our experts also identified that
‘broadening the data sharing community’
would benefit efforts to identify and
investigate fraudulent activity. This call is
already being reflected in the Insurance
Fraud Bureau’s five-year strategy
(2015-19) which includes actions to
expand the fraud under investigation
to other types of insurance beyond
motor, and increase the breadth of
organisations with which it works with
to include lawyers, investigators, loss
adjusters and others.11
Data from the Claims and Underwriting
Exchange (CUE) is viewed as being the
most comprehensive dataset available
in addressing fraud. CUE provides a

Information Commissioner’s Office Data Sharing Code of Practice
Kennedys submission to Fraud Taskforce, p.10, 2015
Insurance Fraud Taskforce Report, January 2016, p.43

20

database of motor, home and personal
injury/industrial illness incidents report to
insurers and self-insured organisations
such as local authorities. It was
established in 1994 to prevent multiple
claims fraud or the misrepresentation
of claims histories. With the industry
currently considering the development of
a CUE travel database, a number of our
experts were keen to see the broadening
of CUE to encompass a wider range of
product lines.

More emphasis on enforcing the law
Our consumer research findings show
that people overwhelmingly believe
that the UK needs a tougher approach
to enforcing the law against insurance
fraud. Two-thirds (67 per cent) believe
that insurance fraud is a criminal act and
that it should be investigated like any
other crime. In contrast, just seven per
cent think that insurance fraud, is not
a matter for the police, and they should
instead focus on more serious crimes.
A number of respondents (15 per cent)
took the view that the issue should be
left solely to insurers to deal with on their
own. To date, the insurance industry
has taken major steps to overcome this
problem having established the Insurance
Fraud Enforcement Department (IFED)
in 2012. IFED is wholly funded through
the ABI and Lloyds of London and is
based in the City of London’s Economic

Crime Directorate. By January 2016, the
number of suspected insurance
fraudsters dealt with by IFED had
topped 1,400 and £1.3million had
been seized from fraudsters.
This included 200 convictions and a
combined 100 years of jail sentences.12
In April 2014, the insurance industry
announced a £11.7 million investment
over three years to further expand
the work of IFED with a further seven
detectives joining the unit during 2015.13
The work of IFED clearly has an impact
in creating a more credible deterrent to
those who are tempted to defraud their
insurer. In the words of Steve Head, the
former City of London Police Commander
and the Police National Coordinator for
Economic Crime:

…when the news of IFED’s
latest arrests, convictions
and sentencings feature in
the media it makes others
who have previously thought
insurance fraud is a crime
without consequences stop and
think again14
Yet, the impact of IFED hasn’t been
entirely positive as recognised by our
expert respondents. It was noted by
some of our experts that IFED’s own
budget and operational constraints may
actually hamper wider criminal sanctions
on fraudsters.

The Insurance Fraud Register (IFR)
– established in 2013 – provides a
centralised data source for fraud. While
it covers all forms of insurance, access is
limited to members of the ABI. Proposals
are being developed to provide thirdparty access to the IFR and make it a
more effective tool for fraud prevention.
This move would be welcomed:

We should all grow up and
work closer together, because
if we share information and
share data on people who are
trying to misbehave we can
stop them quicker
Donna Scully
Partner, Carpenters Solicitors

12
13
14

Insurance Fraud Enforcement Department announce new head as unit surpasses 100 years in sentences for insurance fraudsters, IFED press release, 22 January 2016
‘Suspected insurance fraudsters dealt with by IFED tops 1,000’ IFED press release, 19 December 2014
‘Suspected insurance fraudsters dealt with by IFED tops 1,000’ IFED press release, 19 December 2014
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Greater simplicity will play a role
One of the reasons why people blame
their insurer is the level of complexity
involved in insurance products which
might contribute towards a lack of trust
between customers and their insurers.
This distrust might, in some instances,
help to explain why insurance fraud is
seen as justifiable.
The complexity and level of detail
required when filling out insurance forms
is seen as one of the key reasons behind
insurance fraud.
¡¡ Nearly two-thirds (62 per cent)
thought that the process of making
a claim can be quite complicated
meaning that “honest mistakes
are bound to happen”. It doesn’t
necessarily mean that people set
out with the intent to commit a
fraudulent act.
¡¡ Complexity is seen as being a
bigger issue among young people
with 68 per cent of those aged
18-24 citing complexity as a factor
causing fraud.
¡¡ This is followed by 58 per cent
who think that insurers require
too much information when
processing a claim. Given the
weight of information required it
is not possible for the customer
to provide all of the required
information in a precise manner.

A number of responses point explicitly
to the issue of trust (or perhaps the lack
of trust) between the insurer and their
customer. A minority of customers seem
to tolerate fraudulent claims on the basis
that the insurers themselves can’t be
trusted to do the right thing.
¡¡ Nearly half (46 per cent) believe
that insurers aren’t always honest
with their customers while 29 per
cent said that it does not pay to
be too honest with their insurer
given a sense that insurers will
try and trick their customers with
small print in the policy.
Even the prospect of the insurer’s own
claims handler aiding fraud is not ruled
out. Nearly a quarter (24 per cent)
thought that the claims handler might
coach the customer to mention things
in their insurance claim to help them
get their claim accepted. This rose to
40 per cent among those aged 18-24.

A more proactive approach
to customer engagement in
combatting insurance fraud
Clearly, more can be done by the insurance
industry to communicate to customers the true
cost of fraud and why it needs to be addressed.
Our research shows that across the industry
38 per cent of policyholders said that their
insurer has never highlighted the issue of
insurance fraud.

Consumers need
more information
7 per cent said that their insurer had provided
leaflets explaining how to make an accurate
claim and avoid providing fraudulent information

5 per cent said that their insurers had
provided a free-phone telephone number
to report suspected fraud

4 per cent said that they had received a
letter from their insurer to highlight the cost
of insurance fraud to honest policyholders

A number of expert respondents agreed that better consumer education and
communications was vital. This focused particularly on the policy renewals process
as a good opportunity to offer just-in-time education to people at a time when people
are generally receptive to thinking about their insurance policy. Similarly, the police
could run public awareness campaigns to highlight the work they are doing to ensure
enforcement of the law:

38

%

I think it’s useful to say
at the key points in the year
– obviously renewal is one of
them – in very simple terms
the sort of damage that fraud
can do ...case studies are
quite good, where you put
examples of how people have
acted potentially immorally
and it has led to other bad
consequences. I find those
sort of opportunities to explain
the impact of something
much more powerful.
Maybe a situation where a
fraud was detected and how
it was dealt with, and what the
punishment was. That would
be a deterrent.
Kevin Rousell
Head of Claims Management
Regulation Unit,
Ministry of Justice

It’s highlighting the fact
that people have been caught,
charged, convicted and
punished. It’s not the fact that
they’ve been arrested.
Martin Andrews
Director General,
Credit Hire Organisation

It may be expensive to
do but you have to set an
example. Until the public
realise that they are likely to be
caught out and taken to court
if they are making a fraudulent
claim, people will go on doing
it. To a certain extent it’s up to
the insurance companies.
Anthony Stansfeld
Police and Crime Commissioner,
Thames Valley

3 per cent had seen information on their
insurance company’s website highlighting where
it has successfully brought convictions against
fraudulent claimants.

3 per cent said that their insurer had written
to them to publicise campaigns to highlight the
scale of insurance fraud.
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Case study: Prosecutions send a clear message to deter the fraudsters
By working with the Insurance Fraud
Enforcement Department, the Insurance
Fraud Bureau and the Insurance Fraud
Register which now has the names
of over 2,000 known fraudsters on
its systems, AXA has been able to
bring forward numerous successful
prospections against insurance
fraudsters.
In one case the claimant made an
inflated claim of £200,000 against his
employer after suffering a work-related
wrist injury. At trial, it became clear that
the claimant lied about the extent of his
financial hardship. Whereas the claimant
indicated that he was only earning
£100 a week after the accident his bank
statements showed receipts of over
£33,000 during a six-month period.

24

AXA subsequently brought contempt of
court proceedings against the claimant
for lying under oath about his past
and current financial conditions as he
sought to secure an inflated, fraudulent
settlement. The claimant was handed a
6-month prison sentence suspended for
two years.
Edward Frost, Claims Fraud Manager
at AXA said:

our determination to
protect our shareholders and
honest customers from the
cost of fraud should send out
a clear message to anyone
who seeks to defraud us either
systematically or by inflating a
genuine claim

In a more recent case, two fraudsters
were successfully challenged in the
courts for submitting grossly inflated
personal injury claims totaling nearly
£25,000 in a claim made against an
AXA customer. AXA demonstrated that
the claims were fundamentally dishonest
resulting in the claims being withdrawn.
AXA was awarded costs of £18,000
against the fraudsters, providing a clear
deterrent to any would-be fraudsters that
insurers will take the necessary steps
to protect honest policyholders against
opportunistic fraud.
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Recommendations

There have been a number of
reforms to the Civil Justice System in
England and Wales building on the
recommendations by Lord Justice
Jackson. We support the ABI view that
the initial positive impact appears to
have faded as claims levels return
to the same levels as pre-reforms.
Many claimant law firms and CMCs
have been able to derive significant
profits from personal injury claims,
mostly for whiplash claims, which is
unique to the UK market.

1. I mprove communications
to the insured public
Insurers need to improve communications to
their customers illustrating the real impact
of insurance fraud, not only on honest
policyholders, but also to the wider society.
This could potentially be extended to include
an industry-wide public awareness campaign
akin to road safety campaigns, which have
demonstrated huge benefits in promoting
consumer behaviour changes over a
period of time. The perception that fraud is
victimless needs to be addressed through
consumer campaigns, highlighting not only
the impact of fraud but also where the
insurer has brought successful prosecutions.

2. Information-sharing
Current industry-led data sharing initiatives
already provide clear, consistent and robust
governance frameworks. But it is clear that
they have the potential to evolve further.
The Insurance Fraud Bureau’s (IFB) five year
strategy will see it broaden product lines under
management and establish a centralised
intelligence hub, realising cost and efficiency
gains and mitigating potential regulatory and
reputational risks. This needs to create a new
balance between the need for insurers and
other organisations to share personal data and
the need to uphold data protection and the
privacy of honest policyholders.
There is clearly a role for the government in
promoting a more coordinated approach to
data sharing across the public and private
sectors. Insurance fraud results in taxpayers
paying out additional costs through the NHS,
the emergency services, and benefit claims.
Government departments working more
closely with the private sector could help to
reduce those costs.
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3. Further legal reforms
The high level of damages paid in the UK, has perpetuated the idea that insurance fraud is a victimless crime; leading many,
otherwise honest claimants, to exaggerate claims and for more sinister ‘crash for cash’ gangs to operate. Further legal reforms are
required to address the perverse financial incentives in the current system. For example,
¡¡ Considering how to address the
issues of claims brought at a
significant time after the initial
injury has occurred; this could
include limiting the period in which
people are able to bring forward
a compensation claim. Currently,
the legal limit is three years but
as our previous report on whiplash
revealed, there is widespread
public support (67 per cent) for
reducing this to just six months.

¡¡ Further regulation of CMCs
and changes required to the
RTA protocol;
¡¡ Controlling the use of excessive
rehabilitation in low value claims;
¡¡ Press ahead with proposals to
improve the robustness of medical
assessments including efforts to
ensure that medical practitioners
are ac-credited;

¡¡ Particular attention should be paid
to the growth in deafness-related
EL claims following the inclusion
of ELI in the MOJ Portal; as this
marks a potential source of new
fraudulent activity, and,
¡¡ This is in addition to ensuring
full enforcement of the current
regulations in place for both
claimant lawyers and CMCs who
are found to be oper-ating outside
of the regulations.

4. Investment in fraud investigation and prioritising fraud among police forces
Continued investment in the Insurance
Fraud Enforcement Department (IFED)
will enable it to continue to lead the
national police response to insurance
fraud. The ability to refer cases to IFED
could be opened up to include the
broking community as well as selfinsured organisations as a means of
improving the cross-industry response to
dealing with insurance fraud. However,
this needs to be reflected in the way
IFED is funded (currently wholly funded
through the insurance industry) with
a future contribution coming from the
wider private sector.

There is also a need to make insurance
fraud a higher priority for police forces.
Police and Crime Commissioners (PCCs)
could give more prominence to the
importance of tackling insurance fraud
when setting the priorities for local police
forces. PCCs generally recognise the
importance of tackling serious organised
crime within their strategic policing plans
but they don’t necessarily see insurance
fraud as being a potential driver of
serious crime.

This would recognise that insurance
fraud is often linked to other forms of
criminality, which may well present real
dangers to the general public in the case
of ‘crash for cash’ road traffic accidents.

27

