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Nobody likes to make an
insurance claim as it means the
worst has happened. Of course
the insurer will be there to pick
up the pieces but what is often
not considered, is the emotional
impact of suffering a claim.
Insurance fulfils a crucial role
in society. Its value cannot be
underestimated - it is the safety
net when things go wrong, and it
allows people to go about their
lives in the knowledge that they,
their loved ones and perhaps their
business, are protected against
unexpected shocks.
However, it is undoubtedly better
that these shocks don’t happen
in the first place. In short,
prevention is better than cure.
This is why AXA has
commissioned this research
– we wanted to understand
and articulate the value, both
in monetary and emotional
terms, of people taking
preventative measures with
their home and car.
We have identified a number of
simple measures that consumers
can take to better protect their
assets and avoid the disruption
that often comes with suffering
an insurance loss.

This report is based on
calculations and research
conducted on our behalf by Dr
Enrico Biffis, Director of RISX
Ventures and Associate Professor
of Actuarial Finance at Imperial
College Business School, as well
as polling undertaken by Populus,
the research house.
The value of taking these
pre-emptive measures can
not only have a profound
effect on people’s emotional
wellbeing, but, particularly when
thinking about major national
initiatives such as flood defences,
can have a financial benefit
reaching into the billions.
We hope you find this report
useful and thought provoking.
Amanda Blanc, Group CEO
of AXA UK
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Executive
Summary

 e estimate the
W
direct financial value
of risk prevention
measures to be in
excess of £5.58bn
per annum for
households. This
equates to £209 per
household1. If we
include the indirect
economic gains
associated with risk
prevention measures
then this figure
increases by at least
100 per cent2.

We have
calculated that
this total annual
figure comprises
savings in the
following areas:
MOTOR

HOME

£4.96bn

£620.2m

per year

per year

•	
Personal motor insurance premiums could be significantly reduced by taking the following precautions:
•	Consider purchasing a vehicle fitted with an Autonomous Emergency Braking system. This could
dramatically reduce the risk of collision, halve road fatalities and reduce injuries such as whiplash.
		
-	It is thought that the aggregated savings from cars equipped with this safety system could be as
much as £1.5bn per annum, and lead to a reduction in claims equivalent to £1.3bn3.
•	Consider taking out telematics or ‘black box’ insurance.
		
-	Telematics devices have the potential to reduce premiums by around 40 per cent, especially for
younger drivers aged between 17 and 21 who can stand to save up to £629 per policy by taking
out a telematics policy4.
• Reduce speed.
		
-	Exceeding the speed limit contributes to 16 per cent of fatal accidents, with a total economic cost
of £550m5.
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Motor
Insurance

•	
Home insurance premiums could be significantly reduced by the following precautions:
•	Adopt sensible preventative measures - such as avoiding hiding spare keys, installing automatic
sensors, canceling deliveries when away etc.
		
-	This is likely to result in an annual net claims reduction of at least £200m6.
•	Take precautions to preempt water related incidents such as flooding and escaped water.
		
-	Repairing dripping taps, inspecting pipes for damage, monitoring vacant properties, and ensuring
minimum heating levels could bring down claims by up to £387m7.
•	Control shrubs and vegetation around houses, planting the most problematic species at a secure
distance from walls and garage.
		
-	Trimming trees and controlling vegetation in streets and gardens to mitigate damages from weather
risks such as windstorms could result in a claims reduction of up to £216m per annum8.
•	Make a detailed inventory of your home contents.
		
-	A significant portion of households have no detailed inventory in place, and the average short fall
between losses and claims paid per household is close to £25,000 as a result9.
•	Invest in flood prevention measures where appropriate.
		
- 	Not only will investing in flood prevention prove five times more cost effective than retrospective
repairs (an average benefit to cost ratio of 4.8), it brings considerable peace of mind to
homeowners. Eight out of ten (79 per cent) of UK adults said that they would feel “more secure” if
their property had been built or adapted to feature flood prevention measures.

Key research findings
Preventative measures – not only in terms of purchasing vehicles
with built-in safety technology such as alarms and automatic braking
systems, but also careful driving and where a vehicle is stored –
have a very high financial impact. Automatic braking systems
alone reduce accidents by 16 per cent, halve fatalities and, if
installed in every vehicle, could reduce claims by £1.5bn a year
and premiums by £1.3bn.
Telematics insurance is thought to save 41 per cent of under-21s up
to £629 per annum on their premium.
In total, we estimate that total savings from risk prevention
measures for people’s vehicles could amount to a figure in
the region of £4.96bn per year.

According to the most recent data from
the Office of National Statistics, there are
26.7 million households - http://www.ons.
gov.uk/peoplepopulationandcommunity/
birthsdeathsandmarriages/families/bulletins/
familiesandhouseholds/2015-01-28
1

For further information on the measurement
of indirect economic gains, see the Aggregate
Results section on page 15
2

Prime, R. (2014). Autonomous emergency
braking gives insurance discount. http://www.
telematics.com/autonomous-emergencybraking-gives-insurance-discount/
3

Palmer, K. (2015). How to escape the
car insurance price rise. The Telegraph,
January 2, 2015. http://www.telegraph.
co.uk/finance/personalfinance/insurance/
motorinsurance/11300909/How-to-escapethe-2015-car-insurance-price-rise.html
4

https://www.gov.uk/government/uploads/
system/uploads/attachment_data/file/467465/
rrcgb-2014.pdf, pp 51, 308 & 319, with a
total economic cost of £550m [multiply 16
per cent by the total cost of fatal accidents
reported here https://www.gov.uk/government/
uploads/system/uploads/attachment_data/
file/462547/ras60003.xls]
5

Premium discount of 5 per cent - https://
www.moneysupermarket.com/home-insurance/
house-locks/ - means £206.8m of £8,272m
total premium could be saved. This is
assuming that discounts are actuarially fair,
which means £206.8m of £4,028m net
claims (i.e. 5.13 per cent) can be saved. It
is at least £200m because it could be twice
as much if reductions in both premiums and
losses were taken into account. Source for
premiums/claims: ABI.
6

Assuming loss reduction range of 10 per
cent-40 per cent gives £85m-£340m saving,
using 21 per cent of total £4,028m net
claims. https://www.abi.org.uk/~/media/
Files/Documents/Publications/Public/2015/
Statistics/Key%20Facts%202015.pdf – see
Page 9. Using average net claims of £4.6m
over 2008-2014 gives £95m-£386.4m.
7

Domestic subsidence represents 4 per
cent of total net claims - see page 9 https://
www.abi.org.uk/~/media/Files/Documents/
Publications/Public/2015/Statistics/Key%20
Facts%202015.pdf We have assumed that the
same figure applies to commercial property.
Then we have multiplied £4,028m total net
claims by 4 per cent to obtain £201m. This is
the maximum that can be saved. In estimation
8

of economic value of prevention we
assume loss reduction between 10 per
cent-40 per cent of net claims, giving a
£20m-£80m range.
Average content value of 3-bedroom
family home is 55k - https://www.abi.
org.uk/Insurance-and-savings/Products/
Home-insurance - Average family of four
estimates content to be 25k https://
www.moneysupermarket.com/homeinsurance/guide/ = a £30k shortfall. We
have a lower figure reported here - http://
sainsburysbankmedia.co.uk/homeownerstypically-undervalue-their-contents-by-24000/
- so the average has fallen to £25k per
household to err on the conservative side
of estimation.
9

Conversely, evidence suggests that consumers overlook their
importance and that the psychological benefits of safety technology
are low. Fourty four per cent of people said that they would not be
worried if their car didn’t have an alarm, with only a third (36 per cent)
saying they would be worried.
Whilst 61 per cent believed that they would feel more secure if they
had an alarm in their car which called the emergency services in the
event of a break in, only a fifth (20 per cent) said it would make them
feel a lot more secure, and more than half (55 per cent) were of the
view that an expenditure of £400 for an advanced car alarm and
immobiliser system would not be worthwhile. Only one in ten (11 per
cent) said it would be “definitely” worthwhile.
Cynicism about the merits of safety technology appears to increase
with age. More than two thirds (68 per cent) of 18-24 year olds said
that paying £400 would be worthwhile to protect their car with a
state of the art alarm system whilst only 27 per cent of those in the
65+ age group agreed, with three quarters (73 per cent) stating this
expenditure would not be worthwhile.
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Recommended risk prevention measures for motorists

Theft

The following risk prevention measures are typically
priced into motor insurance policies:

Regarding theft, the following risk prevention
measures that are not priced into insurance policies
but can reduce the likelihood and/or severity of
claims are:

•	Mileage, on the basis that the more a car is
driven, the higher the probability that it will be
involved in an accident.
•	Whether an Autonomous Emergency Braking
(AEB) system is fitted as standard in a driver’s
model of car.
•	Evidence suggests AEB could dramatically
reduce the risk of having a collision, and that
insurers are willing to offer up to 16 per cent
discounts on premiums for drivers who
use them.
•	Figures suggest that such systems would
halve road fatalities as well as reducing
injuries such as whiplash, which alone
costs more than £2bn every year, (see
Prime, 2014).
•	Assuming all cars (including commercial
vehicles) were equipped with AEB and insurers
applied actuarially fair discounts, premium
reductions could potentially be as high as
£1.5bn per annum, and lead to a reduction in
claims amounting to £1.3bn.
However, the measures listed below are not
normally priced into policies, despite credibly
reducing the volume of claims:
•	Avoiding the use of phones, smartphones, and
other electronic devices while driving.
•	US evidence suggests accident occurrence
increases by a factor of 23 when a driver
is texting, and that 30 per cent of all car
accidents are associated with texting before
an accident (see NHTSA, 2015).

• Respecting speed limits at all times.
•	Excess speed can make accidents more likely,
as well as more severe.
•	Speeding reduces a driver’s ability to react
to emergencies created by driver inattention,
unsafe manoeuvres from other vehicles,
roadway hazards, vehicle system failures
(e.g. tyre punctures) and hazardous weather
conditions (see NHTSA, 2015; Department for
Transport, 2015).
•	UK data indicates that exceeding the speed
limit or travelling too fast for the road
conditions were contributory factors for 16
per cent and 8 per cent of fatal accidents,
respectively (Department for Transport, 2015).
Similarly, what is not considered when pricing most
insurance policies are the following risk prevention
measures, that can nevertheless reduce the severity
of losses resulting from a collision:
•	Wearing seatbelts at all times. Between 1975
and 2010, nearly $1.1 trillion had been incurred
in economic costs, due to seat belt non-use
in the US. At current usage rates, deaths and
injuries resulting from non-use continue to
cost American society an estimated £10bn per
annum in medical care, lost productivity, and
other injury related costs (NHTSA, 2015).

Not leaving
valuables in plain
sight (ideally
removing from
vehicle).

 quipping cars or
E
buying a car with an
anti-theft device or
immobiliser – this
can give motorists
peace of mind that
they have additional
protection.

Locking car doors at
all times.

Using a kill switch (a
starter interrupt to
disable the vehicle).

When parking,
applying emergency
brake with wheels
turned sharply to
prevent car from
being towed.

• Not drinking and driving.
•	US evidence suggests that alcohol-involved
crashes cost overall $43bn in economic costs
and $194bn in aggregate societal costs in
2010 (NHTSA, 2015).

• Being focused when driving.
•	Again, evidence from the US suggests
distraction is the main reason for nearly 18
per cent of all accidents, with an annual
economic cost of $46bn (see NHTSA,
2015). Further, UK evidence suggests that
44 per cent of all accidents are associated
with a party who “failed to look properly”
(Department for Transport, 2015).

 ot leaving vehicle
N
documentation in
the vehicle.

Removing fuses or
disconnecting the
power supply when
leaving the vehicle
for long periods
(even if in a garage).

Never leaving your
vehicle running
unattended.

Parking in well-lit
areas.

Not leaving keys at
home prominently
placed on tables,
desks, or key hooks.

Applying clamps to
appropriate vehicles
(scooters; caravans;
trailers etc.).

Using Vehicle
Identification
Number etching or
registration number
on windows as
deterrent.
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Home
Insurance
Key research findings
Our research shows that simple
measures to boost home security
could have a significant impact
on premiums. Taking sensible
precautions such as cancelling
deliveries which could highlight
your absence and not leaving
“hidden” spare keys for a
neighbour, can reduce claims
up to a figure in the region of
£200m per year in aggregate.
Similarly, repairing and replacing
water pipes and taking a prudent
approach to control shrubs and
vegetation around properties
could bring down claims by up to
approximately £600m per year.

On average, we estimate that total savings from risk prevention measures for homes could
amount to a figure in the region of £620.2m per year.
Arguably one of the most significant, and often
overlooked, preventative measure is making a
thorough inventory of your contents. By doing so,
we estimate that people would bridge a potential
claims shortfall per household of almost £25,000.
The major financial burden of flooding on those
properties at risk can be offset by a variety of
preventative measures; we estimate that the
investment to implement these is five times more
cost effective than retrospective repairs (an average
benefit to cost ratio of 4.8).
The old adage that “an Englishman’s house is his
castle” retains a good deal of resonance in today’s
society. People’s homes have powerful emotional
value as well as financial. However, there is a
considerable divide between attitudes towards
protecting one’s home from theft and protecting
one’s home from damage.
For flooding, the advantages of preventative steps
appear to be widely recognised – eight out of ten
(79 per cent) of UK adults said that they would
feel “more secure” if their property had been built
or adapted to feature flood prevention measures.
On the other hand, security technology, despite its
impact on premiums is viewed more as an expense
than a must-have for one’s psychological wellbeing.

Although centrally monitored intruder alarm systems
can generate insurance savings of up to 15 per
cent, people view the cost as outweighing the
benefits; while two thirds (66 per cent) admit that
they would feel “more secure” if they had a state of
the art security system, three quarters (74 per cent)
say that spending between £5,000 and £7,000 on
it would not be worthwhile. In fact, seven in ten (71
per cent) said that they would not be worried about
their home not having any kind of alarm system.
As with cars, there is a pronounced difference
between the attitudes of young people and older
people in relation to security technology. 43 per
cent of 18-34 year olds said that a £5,000 to
£7,000 state of the art security system would
be worthwhile for the added protection it offered
whereas only 11 per cent of over 65s said the
same, with the remaining 89 per cent of this age
group stating it would not be worthwhile.
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Recommended risk prevention measures for households

Fire

The following theft risk prevention measures are typically priced into home insurance policies:
• Installing centrally monitored alarm system.
•	Installing a safe to store valuables and documents.
•	Using strong locks (BS3621 standard: can be dead locked and the key taken away from both sides
so no one can gain access or exit the door without a key; more advanced standards are BS8621 and
BS10621; see Locksonline, 2014) and doors/windows (44mm frames): up to 5 per cent discount in
premiums (Moneysupermarket, 2016); high probability of filing a claim successfully.
The following risk prevention measures are not usually priced into insurance policies, but can reduce the
frequency of claims:

Signaling the
presence of alarm
systems by placing
stickers on doors
and windows.

Removing keys
from inside locks.
Locking all doors
and windows when
leaving.

Installing (noncentrally monitored)
alarm system and
sensor devices.

Not leaving
valuables near
doors and windows,
and using curtains
to prevent valuables
from being seen
from the outside.

Avoid hiding
spare keys.

In 2014, 13 per
cent of the value of
domestic property
insurance claims
was due to fire, or
around £355m in
net claims incurred
(ABI, 2015).

A risk prevention measure that is usually priced
in insurance policies is the installation of smoke
detectors. These should be kept in good working
order and batteries replaced regularly.
However, many simple precautions are not typically
priced into schemes but which can nevertheless
reduce the frequency of claims:
Not leaving candles burning in an unsupervised room.
Not lighting candles near flammable material (such
as curtains).
Prior planning: knowing exactly the location of fire
extinguishers and what to do in the event of a fire.
Storing important documents and valuables safely.

Using door chains &
spy-holes.

Not leaving car/
garage keys on
tables/desks/key
hooks.

Installing padlocked
gates at least 1.8m
high.

Locking tools and
ladders in a shed/
garage.

Installing grids on
doors and windows
(especially lower
floors).

Only purchasing furniture made of fire resistant/
retardant material.

£355m
2014
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Water escape (from pipes/plumbing)

Weather/floods

In 2014, 21 per cent of domestic property insurance claims value were due to water escaping from pipes,
amounting to around £573m of net claims incurred (ABI, 2015).

Between December 2013 and February 2014, £446m (equating to an average payout in claims of £6.7m
per day) were paid out in flood related claims (ABI, 2014), while those due to the widespread flooding
which occurred between December 2015 and January 2016 are expected to result in cost insurers £1.3bn
in payments (ABI, 2016).

In the case of such water damage, some simple risk prevention measures which are not priced in insurance
policies, but which can reduce both the frequency and severity of claims include:
• Inspecting pipes in the home regularly.
• Repairing dripping taps and fixtures.
• Monitoring of a property when vacant.
•	Ensuring a minimum level of heating to prevent pipe damage due to freezing etc.
Subsidence
In 2014, 4 per cent of domestic property insurance claims value was due to subsidence, a term describing
the downward movement of the ground on which a building stands, and which in the UK is most often
caused by the expansion and contraction of clay-based soils. This resulted in net claims incurred of around
£109m (ABI, 2015).
Some preventative measures may be priced into some insurance policies and not others (ABI, 2012).
Individuals should check their home insurance policies for measures such as:

However, there are a number of effective prevention measures against flood risk which are available to
homeowners and businesses. The inclusion of these measures in insurance pricing models is still in its
infancy, but recent studies suggest that damage from flooding could be reduced dramatically as a result,
and so be properly priced in as a larger history of data becomes available (Dhonau et al., 2015, Keating et
al., 2015).
Examples of such measures include:

 equesting a property-level
R
flood risk survey from the
seller or landlord before
purchasing or renting a home,
and understanding a building’s
flood risk profile.

 epending on the risk
D
exposure of the property the
drafting of a clear contingency
plan is a simple yet very
effective measure to reduce
damage should flooding occur.

The planting of trees or large shrubs
sufficiently far away from a house, garage
or outbuilding.

In particular, some trees are commonly
associated with severe subsidence problems,
and should be avoided. Research suggests
that most subsidence problems are related to
trees that have fine root structures longer than
other species, such as Willow, Oak, Sycamore,
Ash, Plane and Poplar. Safe distances for
these species range from 21m for Ash to 40m
for Willow (ABI 2012).

Risk prevention measures which can reduce both the frequency and severity of claims, but are not generally
priced into insurance include:
•	Careful monitoring of cracks occurring in the home. Though these may be normal, for example
in shrinkable clay areas, they may be indicative of subsidence problems if they persist and open
beyond 5mm.

Installing permanent flood
resistance systems like autobarriers, water-resistant
doors and windows, tanking
and cavity drain membrane
systems. These can be very
expensive to install, but are
very effective in preventing
flood damage.

Sealing around external doors
and windows, as well as any
cracks, weepholes, service
inlets and entry/exit points.

 itting water compatible
F
internal floors and walls – such
as laying ceramic tiles – is a
medium cost way of reducing
the damage caused should
flood water enter the home.

Having access to temporary
protection products such as
building aperture products
to block static water and
reduce leakage rates (industry
standard PAS1188) or building
skirt and wall sealant systems,
in order to waterproof the
external faces of a building, at
least temporarily.

A detailed overview of different prevention measures with associated qualitative cost estimates can be
found in Dhonau et al. (2015). Meanwhile, Merrett et al. (2012) reports quantitative results from different
case studies and suggests that these risk prevention measures have an average benefit to cost ratio of 4.8.
We use this parameter when deriving the estimated net reduction in claims associated with such flood risk
prevention measures.
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Aggregate Results
The aggregate gains resulting from the risk
prevention methods in this report have been
computed by estimating the reduction in net
claims each is likely to achieve. When no data for
claims reduction is available, we assume a 5 per
cent to 20 per cent net reduction in insured losses
originating from the hazard in question across
different business lines. These fractions are doubled
for subsidence and water leakage claims, given that
the suggested measures in these cases seek to
reduce loss rather than avoid incidents entirely
(e.g. water-capable flooring and walls).
The calculations also assume conservatively that
there would only be a 50/50 chance of current
policyholders implementing the measures the report
suggests. These hypotheses are felt to be prudent
considering that all are generally sensible and easy
to implement. On the other hand, moral hazard is
clearly a potential problem arising from the sense
of security which comes with preventative measures,
and the effect of this is difficult to either monitor
or verify.
As stated above, any reduction in net claims is
conservatively estimated from premium discount
information, where available.
When data on cumulative premiums and loss
reductions is used, we assume uniform accrual
over the relevant time horizon to recover an annual
figure. Data available for retail policies is used for
commercial policies in case no date is available
for the latter, and vice-versa. Thus, the aggregate
direct gains (in terms of claims reduction) from risk
prevention are quantified at in the region of £5.05.8bn per annum, equal to 0.23 per cent-0.26 per
cent of 2015 GDP, or £209 per household.

Methodology Overview
For some lines of business (e.g. motor), we have
considerable information on indirect benefits from
risk prevention coming from the UK and the US in
particular. The gains obtained then amount to at
least £15bn per annum, or £561 per household.
If we are interested in the demand effects
associated with a reduction in premiums
resulting from broader adoption in risk prevention
measures, we could use the price elasticities
of demand estimates reported in Grace et al.
(2004) and Tooth (2015), and then use the
approach of Diacon et al. (2005) to compute the
cross-sectoral implications of changes in insurance
take-up. However, the results of this exercise are
not part of the current report.

Research relating to the financial impact of protection was conducted by Dr Enrico Biffis, Director of RISX
Ventures and Associate Professor of Actuarial Finance at Imperial College Business School.
All findings assessing the psychological value of protection and prevention measures are based on a
representative survey of 2,065 UK adults. The poll was conducted Populus, the research company, between
3 and 5 June 2016.

Dr Biffis’ report focuses on three channels of financial/economic impact of risk prevention:
1. Reduction in insurance premiums associated with risk prevention measures.
2. Reduction in claims and wider economic losses associated with risk prevention measures.
3. T he potential indirect effects of risk prevention, including lower equilibrium insurance premiums and
wider societal gains.

In estimating the first two effects, we distinguish
between risk prevention measures generally priced
into insurance premiums, and those which are not.
The latter kind may not be recognized in premium
pricing for a number of reasons, for example if a
market has not accrued enough claims experience
(relevant to some flood risk measures), or because
of moral hazard and the non-verifiability of some risk
preventive actions (e.g. driving without distractions,
cancelling deliveries when away).
The second impact point – the reductions in
economic losses claimed – are estimated using
empirical evidence from insurance claims when
available, and/or by computing the expected loss
offset implied by premium reductions. The latter
represents a lower bound for loss reduction as
insurers usually add a margin of safety to premium
rates, although mispricing is still possible.
The third channel of financial/economic impact
captures other important effects of risk prevention,
including reduction in damages resulting from
uninsured exposures, human capital related losses
(foregone net production), value of life-years lost,
and individual/social willingness to paying in order
to avoid losses (e.g. Eeckhoudt et al., 2005;
OECD, 2012).

For some business lines, e.g. motor insurance,
we can use estimates from both the UK and
abroad to estimate the overall economic gains
resulting from risk prevention methods. For some,
like homeowner insurance, we limit our analysis to
the first two channels of economic impacts. The
aggregated results for these lines will therefore
represent a lower bound of the overall economic
gains from risk prevention.
Finally, in aggregating the three channels of
economic/financial gains, we take into account the
plausible correlations between those risk prevention
measures that cut across multiple business lines or
protect against more than one hazard. For example,
controlling levels of vegetation around a building
mitigates the risk of both subsidence and weatherrelated damage.
Whenever possible we rely on publicly available
data sources, including market data, surveys,
academic articles, and industry reports (a
reference list is provided at the end of this report).
A minority of findings rely on London market pricing
models, which we anonymise and aggregate for
robustness and confidentiality. We typically rely on
UK data/information sources, but in cases where
these are not available or as rich as those from
other countries, we extrapolate based on simple
market indices, typically as net written premiums
or total claims.
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