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Data Summary

We used a market research and customer engagement platform to explore
consumers’ views on car insurance. We filtered the respondents to just
those from low-income households,* meaning this snapshot is based on the
views of 89 respondents - 70 car owners and 19 non-car owners. Therefore,
these findings provide us with a snapshot to inform further research and
discussion, rather than being taken as a representative sample of the
population.

Key findings

Half of non-car owners said that the cost of insurance prevented them from
owning a car even though they wanted or needed one.

A quarter of car owners have had to reduce their outgoings to pay for their car
insurance.

The differences in how certain risk factors are perceived may stem from the
emotional weight they carry:

o Factors like illegal activity i.e. more uninsured drivers and fraudulent claims
where you live, and penalising people for being on a low income are
considered the most unjust risk factors.

Factors related to household wealth i.e. poor credit or lack of secure parking,
which contribute to low-income households being excluded from the
insurance market, are viewed as more unjust by non-car owners i.e. those
who are excluded.

Most car owners would be prepared to take action to reduce their risk if there

was an incentive.

Most respondents do not think it is fair that car insurance costs more if you pay

monthly.

Respondents would like to see a targeted discount for low-income households.

* We have defined a low income household as having a household income of less than £35,000 per annum.
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Why did we do this
shapshot?

Our research with the University of Bristol shows that high car insurance premiums
disproportionately affect low-income households who can pay over £300 extra each
year for their insurance. This increases to almost £400 extra per year if they also need
to pay in monthly instalments instead of paying annually. This research also found that
many of the factors driving up the cost of car insurance for people on low incomes are
outside their control.

This matters because in many parts of the country there is a lack of reliable and
affordable public transport. This means that being able to drive directly impacts
someone’s ability to access employment, education, healthcare services and many
other services and daily activities that support people to get and stay out of poverty.

In our recent paper ‘Driving_Change: Policy Ideas to Tackle the Car Insurance Poverty
Premium’ we set out several actions that we want the Government, regulators and
industry to take to tackle the poverty premium. This includes more detail on how the
solutions we asked the respondents to rank could be implemented, alongside more
technical solutions such as introducing the Socio-economic Duty. This snapshot adds
to our existing work by providing insight into what risk factors people think are fair and
unfair, that people would favour a targeted discount over road safety measures and
more flexible payment options, and that low-income households are willing to play their
part if they're rewarded with a reduction in the cost of their car insurance.

Fair By Design is managed by the Barrow Cadbury Trust on behalf of a
group of foundations. Charity number: 1115476. Registered in England No:
5836950

Fair By Design is dedicated to reshaping essential services such as energy,
credit and insurance so that they don’t cost more if you're in poverty — also
known as the poverty premium. Fair By Design works with regulators,
Government, Parliament and industry to eliminate the poverty premium.
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1. Owning, running and insuring a car is
prohibitive for many low-income
households.

Non-car owners

Approximately two-thirds of the non-car owners said that they wanted or needed a car,
but that they could not afford one. The main barrier is the cost of the car itself
(selected by 74% of respondents), but the second most frequently cited barrier was the
cost of insurance (53%) followed by fuel (32%) and repairs / maintenance (32%).

We asked whether reducing the cost of car insurance alone would make it easier for
them to own a car. Approximately 1 in 4 respondents said yes, this alone would enable
them to own a car, 37% said the overall cost would still be too prohibitive, 11% said it
would mean they could be insured on some else’s car and approximately 1 in 4 were
not sure.

What are the main cost barriers to car ownership for non-car owners in our data?

74% cost of the car 53% insurance 32% fuel 32% repairs

The National Travel Survey shows that households within the lowest income quintile
make the most public transport trips and households in the highest income quintiles
make the most journeys and are more likely to travel by private transport. Therefore, we
also asked whether lowering the cost of owning a car would be the best way to
improve their access to reliable transport and 47% said yes, whereas 53% said that
improving public transport would be the most effective intervention.

Based on our work with our Poverty Premium Lived Experience Panel we know that
whilst public transport is vital for many, there are circumstances that mean it is not a
replacement for having access to a car.



https://www.gov.uk/government/statistics/national-travel-survey-2023/nts-2023-mode-share-and-multi-modal-trips#mode-share-by-household-income-and-socio-economic-classification

“In 2021, | got accepted to college, to study nursing - and had to
change my hours to do the backshift at the hospital. Finishing
work late, there were very few buses to take me home. So | would
walk 35 minutes in the dark, 5 nights a week - under bridges with
no light. It was a nightmare - a colleague told me it wasn't safe. |
applied for a loan to get a car, but they were giving flimsy excuses,
it was obvious they didn't want to give it to me, | don’t know why.
Finally, | got car finance through the dealership - the car gives me
safety and helps us stay together as a family.”

Pamela, expert by experience.

Car owners

Even amongst those who currently own a car 41% have previously gone without
because it was too expensive. In addition, 27% have reduced other outgoings to
pay for their car insurance and 14% have used their car less often to manage the

cost of their insurance. These findings suggest that affordability is still an issue for
many low-income households that own a car.

Percentage of car owners going without items to afford insurance

@ Gone without Reduced outgoings @ Used car less




2: Car ownprs’ and non-car owners have
dlffgrent views on W|]ICh car insurance
pricing factors are fair or unfair.

Before diving into individual risk factors, we asked both sets of respondents
whether in general, they thought that it is fair that car insurance can cost more
because of factors outside of someone’s control rather than being solely focused
on their care and the way they drive. As you can see from the table below, just over
40% of car and non-car owners think this is unfair. The remaining non-car owners
are more likely to be neutral or unsure (31% compared with 19%), and car owners
are more likely to think it is fair (37% compared with 27%).

@ corowners [ Non-car owners
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*Car owners 0%

Views on the fairness of specific risk factors (See Appendix A on page 13)

o Therisk factors that are seen by both groups as highly unfair are - living in an
area where there is a high number of uninsured drivers, fraudulent claims, and
the use of low-income as a determinant of how likely you are to make a claim
rather than pay for repairs yourself.

e Views on the effect of there being more young drivers in the area were mixed
across both groups of respondents and both groups gave more neutral answers
regarding living near a collision hotspot and paying monthly.




e There is a divergence in opinion on car theft, off-road parking and a bad credit
rating — as all of these were perceived as more unfair by non-car owners than
car owners. Whereas car owners were more likely to say living in an area where
other people had cars that are expensive to repair was unfair.

It is also noteworthy that car owners are overall more likely to have strong
views and select very fair or very unfair, compared with non-car owners who
are more likely to lean towards neutral and reasonably fair / unfair. This could
reflect car owners’ lived experience with insurance pricing.

“My car means more to me than where I live. It is 18 years old and not
worth anything, but in the past having a car enabled me to couch-surf
and have somewhere to sleep when | haven’t had a roof over my head. It
is the one stable thing in my life. Over the last 2 years my car insurance
has increased every time I've moved, even though it has been less than 5
minutes away. The most recent time they told me it is because I had
moved somewhere where there are more expensive cars on the road,
whereas the last place was because of car thefts - you can’t win either
way. And it costs you £25 every time you want to update your insurance.”

Val, Fair By Design Lived Experience Panel Member.

The differences in how certain risk factors are perceived may stem from the
emotional weight they carry. Factors like illegal activity i.e. more uninsured drivers
and fraudulent claims where you live, and penalising people for being on a low
income are considered the most unjust risk factors. In contrast, factors like the
presence of young drivers or nearby collision hotspots are viewed more neutrally,
perhaps because they are seen as statistical risks rather than moral hazards, even
though they are equally outside of an individual's control. Additionally, factors
related to household wealth i.e. poor credit or lack of secure parking, which
contribute to low-income households being excluded from the insurance market,
are viewed as more unjust by non-car owners i.e. those who are excluded.

“We need to go back to first principles and ask ourselves
what is insurance for. | think there is a market opportunity for
an insurer that is fair - this isnt about charity it is about an
inherent sense of justice. Why does it have to cost more for

people who don’t have a lot of money.”
Val, Fair By Design Lived Experience Panel Member.




3. Most respondents do not think it is fair
that car insurance costs more if you pay
monthly.

We wanted to dig a little deeper into views on paying monthly given the Financial
Conduct Authority’s (FCA) ongoing work into premium finance. The table below
shows that most people, whether car owners or not, do not think it is fair to be
charged extra to pay monthly. More non-car owners view this charge as unfair,
perhaps because if it didn't exist, they would be one-step closer to being able to afford
a car, whereas those who have a car value having more flexibility over how they pay.

It is worth noting that 96% of car owners were aware that paying monthly often costs
more, as were 73% of the non-car owners. Still 40% of the car owners who responded
to this survey paid for their insurance in monthly instalments.

Car owners' opinions on paying more for monthly car insurance (as a percentage of
respondents)

53% It's not fair 13% It is fair 34% Fair but to cover the cost

Non-car owners' opinions on paying more for monthly car insurance (as a
percentage of respondents)

,.——

79% It's not fair 1% It is fair 11% Fair but to cover the cost




4. Most car owners would be prepared to
take action to reduce their risk if there
was an incentive.

Car owners:

We asked the car owners what actions they would be prepared to take to reduce
the cost of their car insurance. The respondents could select multiple answers (6%
said none of the above)°

AR

61% said they would have a dashcam fitted that could be used if I had an
accident but doesn’t monitor my driving

O 6 6 ¢ 6 ¢ o o o o

57% said they would a security or safety device

® 6 6 6 06 6 66 o o o

:1“% said they would a device fitted to my car that monitors and records how |
rive

® 0 06 66 606 66 & &6 o o
30% said they would park somewhere safer over night

AR

30% said they would drive fewer miles




We also asked their views on the best way to encourage them to take actions like
these that could reduce the cost of their car insurance. The respondents could
select multiple answers.

AR

50% said they would support incentives or discounts up front

® 6 6 6 06 66 ¢ & o o
40% said they would support better communication from insurers and price
comparison websites on how | could reduce my premium

® 6 6 6 06 06 o o o o
40%% said they already do as much as | can or am willing to do

® 0 06 6 06 ¢ &6 o o o
19% said information from an independent official source e.g. the
police or my local council would help.

AMARAAAAAA

6% said an awareness raising campaign (e.g. on the TV and radio)




5. Respondents would like to see a targeted
discount for low-income households.

We asked both the car and non-car owners to rank several potential solutions in
order of preference. Both groups ranked a targeted discount as their preferred
option, but perhaps unsurprisingly car owners then ranked options relating to how
much they pay for their car insurance higher than improving road safety compared
with non-car owners who favoured increasing road safety.

Car owner:

1 = A targeted discount for people on low incomes

2 = Flexible payment options with no extra cost (e.g. pay monthly or pay-as-you-go)
3 = Encouraging individual behaviours that reduce risk (e.g. dashcam or additional
security features)

4 = Local authorities and government action to improve road safety

Non-car owner:

1 = A targeted discount for people on low incomes

2 = Local authorities and government action to improve road safety

3 = Flexible payment options with no extra cost (e.g. pay monthly or pay-as-you-go)
4 = Encouraging individual behaviours that reduce risk (e.g. dashcam or additional
security features)

We then asked the respondents how a targeted discount should be structured and
funded. The most significant difference is that non-car owners favour a system
based on income alone, whereas car owners would prefer the cost of their
insurance to be taken into account.

Non-car
owners

Everyone who qualifies gets the same
discount.

There is a sliding scale for the discount
depending on your income.

Your discount is personalised depending
on your income and the cost of their
insurance.




The most popular funding option was to draw from insurers’ profits. Motor
insurance is a highly competitive market, but this suggests people view the
premiums they’re being charged as unfairly inflated. It is also unsurprising that 0%
of non-car owners thought that taxpayers should fund this discount.

Car owners

Not sure
26%

Insurers profits
37%

Combination

2% Spread across policyholders Non-cur Owners

1%

Notsure The Government/ taxpayers
9% 7%

Combination
27%

Insurers profits
50%

Spread across policyholders
7%




Appendix A: Views on the fairness of specific risk factors (1= very fair, 5= very unfair):

Car owners

Non-car owners

If there are more young drivers in
the area where you live.

1=9%
2=13%
3=27%
4=27%
5=24%

1=11%
2=5%
3=26%
4=32%
5=26%

If there are more car thefts where
you live.

1=9%
2=16%
3=36%
4=20%
5=20%

1=5%

2=5%
3=32%
4=26%
5=32%

If other people in your area own
cars that are expensive to repair.

1=6%

2=9%
3=33%
4=21%
5=31%

QR WN=
nmmnmnn

If you do not have access to off-
road parking.

1=4%
2=14%
3=47%
4=20%
5=14%

1%

1
1
32
1
3

o
a®s®

1%
2%

QR WN=
nmmununn

If ghere are more ur]insured
drivers where you live.

1=6%

2=9%
3=14%
4=33%
5=39%

1=21%
2=5%
3=26%
4=16%
5=32%

If there are more fraudulent
claims made by people in your
area.

1=9%

2=7%
3=19%
4=30%
5=36%

1=5%
2=11%
3=26%
4=16%
5=42%

If you live near a collision
‘hotspot’.

1=10%
2=6%
3=46%
4=21%
5=17%

1=5%
2=16%
3=37%
4=26%
5=16%

If you are on a low income, and so
an insurer determines you're
more likely to need to claim in the
event of a small claim rather than
paying to fix your car yourself.

1=6%
2=10%
3=34%
4=17%
5=33%

1=16%
2=16%
3=26%
4=5%
5=37%

If you have a bad credit rating.

1=13%
2=16%
3=23%
4=26%
5=23%

1=5%
2=21%
3=42%

4=5%
5=26%

If you an for your car insurance

monthly, rather than annually.

1=13%
2=14%
3=31%
4=23%
5=19%

1=21%
2=21%
3=21%
4=21%
5=16%




