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Foreword

For CMCs and their aggressive pursuit of new
business, achieved through bombarding people
with cold calls, emails, letters and text messages,
are clearly continuing to be the bane of many
people’s lives.

Over the past year activities of Claims Management Companies
(CMCs) have been thrust into the spotlight. Most notably, the
Chancellor George Osborne has acknowledged the enduring
problem posed by CMCs and the UK’s compensation culture
and has kept his promise of “fundamental review” of CMCs
regulation in the Budget Statement, by accepting all of the
recommendations in Carol Brady’s Independent review of claims
management regulation. The Budget announcement comes in
addition to a Ministry of Justice (MoJ) consultation, published
on the 15 February 2016, seeking views on proposals to place
restrictions on the level of fees that regulated CMCs can charge
consumers. Let us hope this is the beginning of substantial
reform that has meaningful effects upon the actions of CMCs
and helps to protect consumers. To that end the Chancellor
has already signalled a fundamental change to the way in
which whiplash claimants are compensated. In the Autumn
Statement on 25 November 2015, he announced that cash
payments for minor whiplash claims will be banned and that, in
future, claimants who say they are suffering from whiplash after
minor car bumps and scrapes will be offered physiotherapy and
treatment by their insurers.

This is in spite of the many attempts by the Coalition
Government, spearheaded by Lord Faulkes and the Claims
Management Regulator (CMR), to curb the persistent bad
practices of CMCs. Record fines have been levied, laws have
been tightened up, but the bad apples continue to rot the barrel
and wreck the privacy and peace and quiet of millions of UK
households on a daily basis.

For CMCs and their aggressive pursuit of new business,
achieved through bombarding people with cold calls, emails,
letters and text messages, are clearly continuing to be the
bane of many people’s lives. One of the disappointing things
that our research, published in this, our third report on CMCs
in the space of three years, reveals is that people continue to
come under constant attack from CMC communications and
remain as worried and stressed by them now as they were back
in 2013.

This report is not designed to continue to bemoan the existence
of CMCs, nor is it an admission of failure on the part of all to
stop the corrosive and growing influence of an industry often
behaving unscrupulously. It is above all else a report in which we
explore what else can be done to crack down on the wrongdoers
and bring the industry into line. We know that the Government
is listening and we know that the CMR is determined to make
people’s lives better - but it will take boldness and innovation to
get one step ahead of a canny industry.
Amongst the things mooted in this report is the introduction of
mandatory caller line identification, something the Department
of Culture, Media and Sport is already considering, a cap on
the amount CMCs can charge consumers if they win their case
(something that is currently under review - we are asking at
what level the cap should be) and whether things like offering
medical rehabilitation rather than cash would help weed out
the fraudsters.
We hope that you find this report instructive reading. We feel
that the time is ripe to take a vice-like grip on this industry,
so as to improve people’s lives for the better by significantly
reducing cold calls and the like and by weaning people
tempted to pursue a false claim off this fraudulent and
misguided activity.
Amanda Blanc, AXA Insurance CEO
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Key Highlights

64

%

Two thirds (64 per cent) of
consumers would support the
introduction of a cap on how much
Claims Management Companies
(CMCs) can charge consumers.

A cap of between six and
10 per cent emerged as
being the most popular
proposal, gaining a third of
the public’s support.

46%

55

%

49%

Half (49 per cent) of respondents think
that the Department of Culture, Media and
Sport’s plans to introduce mandatory caller
line identification as well as measures
to hold board members responsible
for nuisance calls and texts would
“significantly” or “slightly” reduce the number
of unsolicited communications they receive.

More than half (52 per
cent) of those polled said
they would support the
substitution of medical
rehabilitation in place
of cash damages - an
indication that people would
appear to agree that this
would reduce the incentive
for false claims.

19%

66%
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When asked how much time people are
allowed before they are no longer eligible
to file a claim, nearly two thirds (66
per cent) agreed that a time limit was
necessary within which claims could be
made following an event, with one year being
the marginal preference, with 12 per cent
voting for this limit.

Two thirds (63 per cent)
believe unsolicited CMC
calls should be made
illegal (the same result as
last year), with more than
one in ten (11 per cent)
strongly agreeing with this.

59%

Nearly half (46 per cent) of people felt
that the regulations around Claims
Management Companies should be
significantly tightened up.

Fifty-five per cent of consumers polled
had seen no difference in the volume
of CMC communications they receive,
despite the changes in government
rules which mean consumers contacted
no longer need to prove “substantial
damage or distress” to achieve redress.

A fifth (19 per cent) of consumers
said they had received an unsolicited
claims call in the last 24 hours, down
seven points since last year’s survey.

Cumulatively, three fifths
(59 per cent) of respondents
had received an unsolicited
communication in the last week.

Telephone calls have
increased their share of the
communications pot slightly
this year, up from 71 per
cent to 74 per cent.

Payment Protection
Insurance claims continue to
dominate, and have actually
increased by one per cent to
82 per cent in the period.

Almost a quarter (23 per
cent) feel actively stressed
by CMCs calls, and 44 per
cent report being concerned
about how their details
have been obtained.

As many as 44 per cent
have actively tried to stop
receiving calls, which,
although down by nine
points from 2014, is still
disquietingly high.
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Independent commentary from
Cass Business School

Although there are variations over time in how
CMCs use different contact media, the prevalence
of unsolicited contact remains little changed.

Professor Christopher Parsons, Cass Business School
This third survey conducted by AXA into the views and
experiences of the public in their contact with CMCs used
many of the same questions as in the previous two surveys.
It also focused on how the public feels about the various
government and authority actions recently introduced, or
in the process of development, designed to curb the worst
aspects of CMC activity.
Where questions are the same across the surveys, responses
can be directly compared. Normal statistical variability will
produce slightly different results even when there is no
significant change in pattern. What is striking about the
results of the current survey is the consistency with the
previous surveys. Although there are variations over time in
how CMCs use different contact media, the prevalence of
unsolicited contact remains little changed. The frequency with
which individuals are contacted may have reduced,
but not significantly.
How people feel about such contact remains overwhelmingly
negative and there is a common perception that little can be
done as an individual to stop such contact. Once again, the
vast majority of those who might make a compensation claim
would not do so via a CMC.
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As seen previously, the strength of feeling against CMCs
is positively correlated with the age of the respondent.
Telemarketing companies who act on behalf of CMCs
were also strongly under attack, again increasing with the
respondent’s age, with 60 per cent in the 18-24 group, rising
to 89 per cent in the 65+ group, in favour of regulation and
fines. The correlation with age is additionally noteworthy given
that the 65+ group is the largest of the six age groups.
Strong support is shown for the regulatory measures
recommended in this report. The introduction of a cap
on CMC charges is particularly popular, even though few
respondents would use a CMC. It may be the view, rightly
or wrongly, that anything which weakens CMCs will result
in fewer cold calls. Medical rehabilitation compensation for
personal injury had modest support, 37.5 per cent, in the
18-34 grouping, but was at 70 per cent support in the 65+
group. Two-thirds of respondents thought there should be a
time limit on the ability to make a claim for compensation,
but there was no prevailing view as to what that time limit
should be. This perhaps suggests that, in practice, there
should be an alternative to ‘one rule fits all’.

09

Claims Management Companies - Feeling the force of regulatory change?

Background

Following the Ministry of Justice’s
reforms in June 2014, the
public’s experience of Claims
Management Companies remains
largely unaltered in one significant
respect: the scourge of cold calls
continues unabated. In fact, AXA
found the following January that
the percentage of polled adults
contacted in this way had actually
increased1, justifying the extension of
the Claims Management Regulator’s
(CMR) powers the previous month.
Since then, the MoJ has launched a consultation to cap fees in order to
assuage the worst excesses of the UK’s Claims Management industry2.
The proposals seek to limit the profitability to CMCs of prospective claims,
and if adopted, could have a marked impact on the number of CMCs
harassing individuals. That consumer complaints are now firmly within
the remit of the Legal Ombudsman is a welcome change and builds on
our last report’s call for a more effective and much clearer means by
which victims can seek redress for harassment at the hands of CMCs3.
Furthermore, the introduction of Quarterly Enforcement reporting from
the Claims Management Regulator constitutes another positive step.
Between April 2014 and December 2015 (the entire period for which
data is available), the CMR issued 459 warnings, carried out 685 audits,
started over 150 investigations into specific firms and cancelled or
suspended 159 company licenses4. The work signals a very busy year for
the combative and admirably rigorous regulator.
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The proposals seek to limit the profitability to
CMCs of prospective claims, and if adopted,
could have a marked impact on the number of
CMCs harassing individuals

There are signs too that the regulator is exploring the expansion
of its toolkit of legal powers, and trying to refine its approach.
We can infer as much from the CMR’s changing enforcement
tool of choice following the increasing number at its disposal.
Thus, the number of licences the CMR cancelled between
October-December 2014 more than quadrupled when
compared to the quarter before, from 16 to 70. The quarter
after this burst of activity saw only three CMCs being stripped of
a licence however (according to the CMR’s Quarterly Reports).
While licence suspensions lost favour as a regulatory weapon,
the next period (April-June 2015) saw a startling 272 site visits
made to CMC premises. Previously, the quarterly figure for such
visits was around 25. This experience is something that the
FCA should consider as it prepares to take on the function of
regulating CMCs.
Perhaps the most welcome development since our last CMCs
report is the translation of stern rhetoric into real action on
behalf of the consumer as evidenced, for example, by the
£220,000 cold-calling fine imposed upon The Hearing Clinic
in August 2015 - the first penalty of its kind under increased
powers granted by the regulator in December6. Last October, the
record fine visited upon Swansea’s Rock Law Ltd (£570,000)
- for malpractice involving high-pressure selling techniques
- suggests that the regulator is absolutely committed to a
reforming agenda7. These actions are to be warmly welcomed
and will be further exemplified by the proposed actions in the
MoJ consultation.
In Britain, 1,689 claims management companies are currently
registered as ‘Authorised’ or ‘Authorised with conditions’ by the
CMR, managing anything from Personal Injury through to missold PPI claims8. While this represents a further decline to date
(down from 1,752 in the last annual report), the modest size
of this fall in absolute terms suggests the population of CMCs
is beginning to plateau9. Interestingly, this drop has not been
reflected in the number of Claim Notification Forms issued, with
figures for July 2015 being 11 per cent above those for June
2014 and 14 per cent up from the previous month10.

The implication is either that the remaining CMCs are becoming
more active in pursuit of business or that the volume of CMCs
in the market does not significantly correlate with victims’ ability
to seek legitimate redress. The most worrying conclusion of
the rise in Claim Notification Forms is that, despite the best
efforts of the regulator, Information Commissioner’s Office (ICO)
and Ofcom to date, CMCs’ activity, and the communications
from these companies that are the manifestation of this
increase, continues to grow unabated and unchecked in spite of
regulations and reforms designed to curb the volume of claims
and eradicate the fraudulent component within the industry.
The recently announced MoJ consultation is a welcome step in
addressing these issues in the industry.
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Findings

At present there is no restriction on how
much CMCs charge customers.

2,131 members of the public were polled on 13 questions
relating to CMCs, the key findings of which are highlighted
in this section of the report.
How often do people receive communications from CMCs?
There has been consistent and high-profile discussion around
cold-callers and consumer rights over the last several years, a
large amount of heated debate has certainly been generated
and reforms instituted. In the 2014-2015 Claims Management
Regulation report published in July, Kevin Rousell, the Head of
Claims Management Regulation at Ministry of Justice, heralded
the package of recent “significant regulatory reforms”, which
placed the Claims Management Regulator (CMR) “in the
strongest position it has ever been in” to tackle companies’
misconduct11. The stance of the CMR coupled with the strong
show of intent to tackle CMCs and the UK’s compensation
culture by the Chancellor George Osborne in his Summer
Budget of July 2015, signals a desire to meet the challenge of
CMCs communications head on.
Our survey into Claims Management Companies shows
that much remains to be done and attests to the need to
significantly step up pressure via legislative reform and legal
crackdown on CMCs. The reason for this is that our survey finds
that, in spite of efforts to curb CMCs activity, the situation ‘on
the ground’ has not markedly improved.
A fifth (19 per cent) of consumers said they had received an
unsolicited claims call in the last 24 hours, down seven per
cent since last year’s survey. This is a welcome change, but
was not reflective of similar movements across the board. For
example, the decrease was only marginal in the number of
people who had actually received a call within the last 24 hours.
The number that said they receive on average at least one such
communication a day only fell by two points since last year,
falling from 22 per cent to 20 per cent.
The fact that one in five consumers still receive a
communication once a day on average is clearly unacceptable.
Cumulatively, three fifths (59 per cent) of respondents had
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received an unsolicited communication in the last week - again,
worryingly high.

The methods used to contact consumers likewise has remained
disappointingly stable. Our survey found that a telephone cold
call is still the most common way for CMCs to conduct their
speculative communications. In fact, telephone calls have
increased their share of CMC communications, being slightly
this year, up from 71 per cent to 74 per cent since last year this flood of cold calls continues to rise.
Both the email and text mediums lost ground during the
period. This is surprising when the way UK society is becoming
increasingly digital is considered, as evidenced in the
smartphone’s recent promotion as the most popular way people
access bank accounts in the UK. Texts fell to 45 per cent (down
from 48 per cent last year), while unsolicited emails were
received by 42 per cent (2014: 49 per cent).
It is probably too optimistic to see this heralding a long-term
downturn in consumer harassment via these means and these
figures are still arguably much too high to be acceptable. Less
of a surprise was the way in which postal communications in
the period dropped by eight per cent to only account for 29 per
cent, while social media achieved an incremental climb from six
per cent to seven per cent.
We might reasonably expect the proliferation of CMCs content
online to increase in an age where any serious business has
a Facebook, Twitter and LinkedIn presence. That said, it may
be that the typical age group targeted by CMCs is less likely to
have as much of an online presence as younger members of
society. We can reliably expect - as the internet-savvy younger
generation matures - the means by which these companies
conduct speculative approaches will follow suit.

2%

Other

3%

Travel insurance claims

5%

Home/contents insurance claims
Pension liberation

6%

Healthcare insurace claims
(e.g. clinical negligence, such as a misdiagnosis or surgical error)

6%

Paid for bank accounts
(also known as ‘Packaged Bank Accounts’)

11%

Motor insurance claims
(e.g. whiplash injury)

32%

Accidents/injury in the workplace
(e.g. slip, fall or repetive strain injury at work)

32%

How CMCs contact people

https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/444434/CMR_Annual_Report_2015_WEB__final_.pdf
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Fig.A

Accidents/injury in public places
(e.g. slip or falling a supermarket or public walkway)

34%
82%

Payment protection insurace (PPI)

0%

10%

20%

30%

What CMCs are contacting people about (Fig.A)
In another sign that very little has changed in the behaviour
of CMCs, our poll found that the type of claims consumers
are most frequently contacted about have remained largely
consistent. Thus, calls regarding motor insurance claims such
as whiplash rose two points (2014: 30 per cent) and the
claims cash-cow of Payment Protection Insurance continues
to dominate, actually increasing by one point to 82 per cent in
the period.
This finding suggests the efforts of companies to capitalise
on the much publicised issue continue unabated, despite an
anticipated reduction in such cases. Furthermore, given the fact
that the Financial Conduct Authority (FCA) is considering setting
a deadline for making PPI claims12, which is rumoured to be
spring 2018, we can expect CMCs to turn their attention to the
next most lucrative claims opportunities in the future.

40%

50%

60%

70%

80%

90%

100%

This presents a firm case for increased government regulation
of CMCs. Favouring a more moderate approach, nearly half
(46 per cent) of people felt that the regulations around Claims
Management Companies should be significantly tightened up again, this represents the same result as last year.
Illustrating the overriding theme of this year’s report, 55
per cent of consumers polled had seen no difference in the
volume of CMC communications they receive, despite the
changes in government rules which mean consumers
contacted no longer need to prove “substantial damage or
distress” to achieve redress. With this in mind, we welcome
the Government’s confirmation that Claims Management
Regulation should in future be handled by the FCA and serve to
exact ‘high standards’, as are demanded from other financial
services such as banking, given the extra resources they have at
their disposal.
Views on how CMC activities can be curbed

The Same Old Story?
If the conduct of Claims Management Companies has remained
alarmingly persistent, then so have consumer attitudes. Two
thirds (63 per cent) believe unsolicited CMC calls should be
made illegal (the same result as last year), with more than one
in ten (11 per cent) strongly agreeing with this.

12

While there was some degree of support for mandatory caller
identification, other methods of reining in the nation’s Claims
Management Companies, such as the imposition of a cap on
how much companies can charge their customers, would, it
seems, receive greater public support. Whichever way one
looks at it, there is a call for more action, as evidenced by

https://www.fca.org.uk/news/statement-on-payment-protection-insurance-ppi
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Findings cont.

30%

CMCs often take a commission fee of around 30
per cent of what people reclaim - an astronomical
fee by any businesses’ standards

the fact that two thirds (63 per cent) “disagree” that CMCs’
communications are low in volume and unobtrusive, the ideal
state for CMC communications.
There is support for mandatory caller identification. Half (49
per cent) of respondents think that the Department of Culture,
Media and Sport’s plans to introduce mandatory caller line
identification as well as measures to hold board members
responsible for nuisance calls and texts would “significantly” or
“slightly” “reduce the number of unsolicited communications”
they receive.
At present there is no restriction on how much CMCs charge
customers. This is a critical problem in combating the ballooning
activity of CMCs. In the Summer Budget in July 2015, George
Osborne announced proposals to cap the charge that CMCs
can apply to customers. Two thirds (64 per cent) would support
(either “strongly” or “somewhat”) such a measure.
CMCs often take a commission fee of around 30 per cent of
what people reclaim - an astronomical fee by any businesses’
standards. When respondents were quizzed at what level the
potential cap should be set, a cap of between six and 10 per
cent emerged as being the most popular proposal, gaining a
third of public support.
One idea put forward to combat the rise of fraudulent
insurance claims has been to offer medical rehabilitation,
where appropriate, rather than cash to victims of whiplash
or a workplace injury to help in their recovery. More than half
(52 per cent) of those polled said they would support the
substitution of medical rehabilitation in place of cash damages

14

- an indication that people would appear to agree that this
would reduce the incentive for false claims. Whilst monetary
compensation may remain a part of any award of damages, it
should be significantly reduced in order to be supplemented
by an increased rehabilitation element. This will serve the dual
purpose of discouraging would-be fraudsters but adequately
compensating those people with genuine injuries.

68%

68 per cent still feel Claims Management
Companies invade their privacy with their
unwanted communications

therefore that fewer attempts by consumers to prevent coldcalls are rather a sign of growing cynicism about their likely
success. Faith in the ability of the government to control CMCs
seems to be falling, though 49 per cent think the introduction
of mandatory caller line identification would lead to reduced
communications from Claims Management Companies.

Apathy reigns

Similarly, the percentage who were pleased about being
contacted did not budge - only one per cent held such a
view. That is to say that, for yet another year, we see that
these ‘service providers’ are at best irritating, and at worst
distressing, for the 99 per cent of the UK population, and
distributed far and wide for the sake of one person in every
hundred welcoming the communication. We do not know if
those expressing such feelings all went on to make a claim,
but this seems statistically unlikely (we might think of them as
claims window-shoppers). Rather, it would appear as though
the actual customer base of CMCs is less than one per cent of
those they contact.

Whether the various ideas designed to rein in CMC activity
captures the public’s support is debatable, despite the
numbers who resent the bombardment of their lives by CMC
communications. The survey illustrates an innate cynicism
through people’s responses, particularly relating to the efficacy
of proposed changes. As many as 44 per cent have actively
tried to stop receiving calls, which, although down by nine
points from 2014, is still disquietingly high. This of course
doesn’t mean that cold calls have become any less irksome
by any stretch of the imagination. The number of people who
didn’t have “Strong feelings” about unsolicited calls remained
static, with only 6 per cent giving this opinion. It seems likely

The bottom line to our third report is far from ambiguous.
A clear majority (68 per cent) still feel Claims Management
Companies invade their privacy with their unwanted
communications and, though this is down by three per cent
since 2014, surely this is ample enough reason in itself for
more active measures to be taken to curb nuisance calls. If that
was not enough, almost a quarter (23 per cent) feel actively
stressed by such calls (2014: 24 per cent) and 44 per cent
report being concerned about how their details have been
obtained. With the likes of the TalkTalk cyber-attack putting four
million people’s data at risk, consumers are no longer so naïve
as to believe that their private details are actually private.

Furthermore people, or people via CMCs, are currently eligible
to file a claim within three years of an accident or mis-selling
incident occurring. When asked how much time people be
allowed before they are no longer eligible to file a claim, nearly
two thirds (66 per cent) agreed that a time limit was necessary
for how long claims could be made following an event, with one
year being the marginal preference, with 12 per cent voting in
favour. It is felt this would help to counter the time-consuming
and often spurious problem of legacy claims.

So, consistency reigns for a third year running. The idea that
Claims Management Companies can be effectively policed by
the existing regulatory system, however beefed up it may be,
remains something that is viewed with deep scepticism by the
UK public. Despite the frequent discussion, research and action
on the issue, it appears, at least in the opinion of consumers,
that the claims management industry is carrying on in much the
same way as before.
However, it is AXA’s sincere hope that the situation improves
with the implementation of Carol Brady’s recommendations,
although since the transfer of regulatory powers to the FCA will
require primary legislation, consumers may not feel the effect of
those changes for some time.
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Recommendations

Carol Brady’s Independent review of claims management
regulation:
AXA welcomes the publication of Carol Brady’s report and, in
particular, the inclusion of a number of measures that AXA has
previously called for:
¡¡ Recommendation 7 - Persons wishing to perform
controlled functions for a firm regulated by the CMRU
should be required to:  Pass a fit and proper persons test,
which will consider honesty, integrity and reputation, but
also competence and capability, and financial soundness 
Be personally accountable for rule breaches for which they
are responsible
¡¡ Recommendation 11 - Source origin to be recorded by
relevant firms, for referrals and recommendations
¡¡ Recommendation 12 - Client communication records
(including phone calls) to be retained for 12 months
following contact with clients or settlement/conclusion of a
claim – whichever comes later
¡¡ Responsibility for the regulation of CMCs will be
transferred to the Financial Conduct Authority (FCA).

Recommendations:
There remain a number of areas in which the Government can
take action to curb the unreasonable activity of CMCs:
¡¡ Notwithstanding the fact that the MoJ is currently
consulting on whether a fee cap of 15 per cent should
be introduced, AXA proposes a cap of 10 per cent on the
percentage fee that CMCs are able to levy on customers
who have successfully claimed. Would-be claimants
should have a window of one year to file a claim before
the opportunity to claim expires.
¡¡ Mandatory caller line identification should be introduced
forthwith.
¡¡ In order to reduce consumer distress and increase
transparency, AXA would support a ban on automated
voicemail calls. The use of automated voicemail messages
- prevalent in the CMC industry - provides no opportunity
for the consumer to exert control and opt out. This would
help to tackle the opacity of CMCs and make reporting
easier for consumers to the ICO and Ofcom.
¡¡ Government should consider the business hours within
which CMCs are able to operate in order to protect
consumers from potential invasive telephone calls in the
early morning or evening. AXA would welcome further
Government consultation in this area.
¡¡ The Government should press ahead with the plans
announced in the Autumn Statement to remove the right
to general damages for minor soft tissue injuries and
instead implement a system where medical rehabilitation
is offered by insurers.
¡¡ The Government should consider allowing consumers
the right to actively opt-in to give their consent to
be contacted by CMCs. We would recommend the
Government consult on how best to achieve this.
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Methodology

The research component of this report was undertaken
independently by the polling organisation Populus. 2,131
people aged 18 and above were polled between 18 and 20
September 2015.
Note from Cass Business School
The survey response rate conforms to what is standard experience
in an omnibus survey. The respondents are spread across all
age groups, geographical areas and socio-economic groups. The
polling organisation considers the responses to be representative
of the relevant population. Importantly, this implies that nonresponse is independent of the subject of the survey.
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