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Executive Summary

The insurance industry is committed to treating people fairly and providing cover  

at a fair price and on reasonable terms. Insurers are opposed to discrimination in 

society, and do not restrict the availability of insurance on the basis of gender, race  

or sexual orientation.

Insurance is priced according to the level of risk posed. The age of an individual is a key 

factor in assessing risk in many types of insurance.

Using age as a risk factor benefits all consumers because: 

It helps ensure that the customer pays a fair price for the risk they pose.•	

It can act as a proxy for other risks such as health. This keeps the underwriting process •	

relatively simple and, therefore, keeps the cost of insurance low. This can also make 

the purchasing process less intrusive for consumers than other approaches, such as 

full medical assessments. 

It encourages insurers to develop innovative products which meet the needs of •	

particular age groups.

It encourages competition by allowing insurers to focus on markets where they  •	

have expertise.

While cover is widely available for older customers, the Association of British Insurers 

recognises that some customers do not always know how to find it. We are keen to work 

with the Government, age charities and other stakeholders to improve this situation.

However, a lack of understanding about how insurance works has led some people to 

call for the Government to introduce legislation to restrict insurers’ use of age. Such 

legislation could have detrimental consequences for our customers, including:

Pushing premiums up for everyone, including older customers.•	

Reducing the variety of products and product features available.•	

Creating barriers to entry, thereby reducing competition.•	

Reducing innovation.•	

A strong and competitive insurance market benefits all customers; legislating to restrict 

insurers’ use of age puts this in jeopardy and risks putting UK insurers at a disadvantage 

compared to our European counterparts. We should instead concentrate our efforts 

on helping older customers access the insurance that is available to them if they know 

where to look. 
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Introduction

Why the UK insurance market serves customers well 

 
The UK has one of the most highly developed insurance markets in the world. A large 

number of insurers offer a wide range of products that meet different consumer needs. 

These products protect people and businesses against the risks of unforeseeable events 

associated with everyday life. 

 

Vigorous competition between insurers drives them to keep premiums low, to identify 

opportunities for new products, and to specialise in niche markets. Insurers are at their 

most competitive when the premiums they charge are appropriate to cover the risk 

posed, but no higher than necessary. This encourages firms to price risks accurately while 

keeping the cost of the underwriting process as low as possible. Insurers respond to this 

challenge in different ways depending on the relative simplicity or complexity of the 

product, or the demographic of the market.  

 

This market-based approach is highly effective at meeting consumer needs.  

Any restrictions on insurers’ use of age to determine premiums, or other age-related 

practices, would risk pushing the cost of insurance up for all consumers, reducing 

customer choice, and putting UK insurers at a disadvantage compared to many of  

their European counterparts.

More than 99% of older customers are already able to find motor 

insurance cover.1

More than 98% of older customers are already able to find travel  

insurance cover.2

The insurance industry is keen to help all older customers find  

the cover they need.

1CRA International Insurance and Age-based Differentiation, ABI Research Paper No.12, 2009 
2CRA International Insurance and Age-based Differentiation, ABI Research Paper No.12, 2009 
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The threat of legislation

In June 2008, the Government announced plans to introduce a prohibition on age 

discrimination in the provision of goods and services. An Equalities Bill is expected  

during the 2009/10 session of Parliament. Measures that specifically concern the 

financial services sector are expected to follow later in secondary legislation.

The European Commission has published a draft Directive on anti-discrimination in 

access to goods and services encompassing age, disability, sexual orientation, race, 

religion and belief. A special clause for financial services is included in this draft Directive 

which recognises that insurers use age and/or disability in the assessment of risk when 

developing and pricing policies. Progress with the Directive has been slower than first 

anticipated and agreement is now unlikely to be reached until 2010 at the earliest.

Pushing ahead with legislation in the UK before the European Union’s discussions are 

concluded poses real problems for the financial services industry. As well as the possibility 

that the Government will ‘gold-plate’ the Directive, putting the UK insurance market 

at a disadvantage compared to elsewhere in Europe, insurers may face two sets of 

implementation costs. Additional costs will ultimately be passed on to the consumer in 

the form of higher premiums.

UK legislation will put British insurers at a disadvantage compared 

to many of our European counterparts.
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The Use of Age in Insurance

Risk is an important part of insurers’ pricing strategies. Usually, the higher the level  

of risk posed, the higher the premium will be. 

 

The approach to risk pricing differs between products. Some products – motor insurance, 

for example – use a person’s exact age to help assess the level of risk posed. This is 

normally based on years and, in some cases, months. Other products – travel insurance, 

for example – simplify the underwriting process by grouping people into age bands, and 

applying similar premiums to everyone in that band. The rationale behind these different 

approaches is explained later in this paper. 

 

Some insurers will also apply age limits to particular products or product features, 

restricting availability to customers above or below a certain age. For example, in motor 

insurance, ‘driving other cars’ cover is often unavailable to the youngest drivers because  

of the very high risk these customers pose. 

 

In all of these examples, though, it is up to the individual insurer to determine their own 

pricing strategy. This means that most products and product features are available to 

everyone regardless of age if they know where to look.

 

Most products and product features are available to everyone 

regardless of age.
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3ABI estimate, derived from Department for Transport road casualty statistics and UN population data, 2006  
4ABI estimate, derived from our members’ claims data, 2007 
5Ipsos MORI survey of ABI members, 2007

Age as a significant risk factor

In many types of insurance, age is key in helping to determine the level of risk posed  

by an individual. Thus differential treatment according to age does not necessarily 

constitute harmful age discrimination.

Young drivers, for example, are ten times more likely to be killed or seriously injured than 

more experienced drivers.3 It therefore follows that they will usually pay higher premiums 

than other motorists. At the other end of the spectrum, older drivers pose greater risks 

than middle-aged drivers: the average cost of a claim by an 80 year old is almost 50% 

higher than that of a 60 year old.4 Thus older drivers will usually pay more for their motor 

insurance than middle-aged drivers, although less than the youngest drivers.

In travel insurance, the average claim made by a person over 65 is nearly three and a half 

times more expensive than one made by a person under 50.5 As such, older travellers will 

often pay more for their insurance than younger customers.

In products such as annuities and life assurance, age is the major determinant of life 

expectancy. It is therefore an essential factor in pricing these contracts.

Using age to assess risk benefits all consumers because:

It helps ensure that the customer pays a fair price for the risk they pose – the lower •	

the risk, the lower the premium.

It can act as a proxy for other risks. For example, it keeps the cost of the health •	

insurance underwriting process low, and makes the purchasing process less intrusive 

for consumers than other approaches and in travel insurance, using age as a risk 

factor mitigates the need for full medical assessments, which would make cover more 

expensive and more cumbersome to purchase.

It can incentivise safer behaviour – for example, telematics-based motor insurance •	

charges young motorists lower premiums for avoiding the roads at night.
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Using age as a proxy for other risks

Motor insurance is a sophisticated product using many rating factors. Other products, 

such as travel insurance, are far less complex. In travel insurance, age is commonly used 

as a proxy for other risks, such as health and mobility.

Customers benefit from insurers using age as a proxy because: 

It simplifies the underwriting process, keeping the cost of cover low for everyone.•	

It enables a wide range of organisations, including non-insurance specialists,  •	

to distribute the product, maximising customer choice.

It avoids more intrusive approaches to assessing risk – for example, full medical •	

assessments.

Using age bands

Some insurance products set premiums that reflect the typical risk posed by individuals 

in a particular age band. The width of the age band differs between products and insurers. 

Where detailed underwriting procedures are involved, age bands are more likely to be 

relatively narrow – one to two years for motor insurance, for example. In other products 

the bands might be wider – travel insurance, for example.

Wide age bands might reflect:

A simpler underwriting process, which reduces costs and encourages more •	

distributors, and/or

Homogenous levels of risk among people within particular age groups.•	

Both of these factors are relevant to travel insurance, where relatively few risk factors are 

considered, and where the level of risk posed by individuals within wide age bands does 

not vary significantly.
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The application of age limits

Some insurers do not offer particular products or features to new customers above or 

below a certain age. The benefi ts of age limits are:

Maintaining products that otherwise would not be viable – for example, health cash •	

plans. A health cash plan is a low-cost health plan that pays cash sums towards the 

cost of a wide range of treatments. They are typically purchased by people under 65 

on low incomes who pay the same monthly premium throughout the life of the plan. 

They work because premiums are accepted across a long period which helps fund 

pay-outs in later life. If older customers were able to purchase health cash plans they 

would pay premiums for a much shorter period. This would push premiums up for 

everyone and become unaffordable for many of the people who buy them today.

Encouraging competition. Insurers will often not have the benefi t of detailed actuarial •	

data for all ages. They are therefore only able to offer competitive quotes to particular 

types of risk. If insurers were obliged to quote for every risk, regardless of the quality 

of their data, they could incur signifi cant costs that could make it unprofi table for 

them to operate in a particular market at all. 

Encouraging innovation. Insurers are able to develop products that are tailored to the •	

needs of particular age groups, for example, travel insurance for backpackers, which 

covers individuals for extended periods of travel.

Incentivising safer behaviour. Some motor insurers, for example, apply restrictions on •	

the types of vehicles that young people can drive.

Allowing diversity of product features. If insurers were obliged to offer the same •	

product features to all customers regardless of age, it is likely that they would reduce 

the variety and quality of those features to the detriment of all. For example, insurers 

may choose to withdraw ‘driving other cars’ cover from all motorists in order to avoid 

having to offer this to younger drivers who pose very high risks.
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Case Study One: 
Travel Insurance

The product

Travel insurance is a voluntary product that offers cover for people when travelling 

overseas. Its primary function is to cover the potentially very high cost of a policyholder 

needing emergency medical treatment or repatriation following accident or illness while 

abroad. It can also offer protection for lost luggage and delays.

There are two main types of travel insurance: single trip and annual trip. Single trip 

insurance covers individual holidays, which enables insurers to provide a quote based on 

a person’s risk at the time of travel. Annual trip provides cover for a potentially unlimited 

number of overseas holidays during the course of a year. Over a longer period there is an 

increased risk of changes in medical circumstances.

The average premium for travel insurance across all customers is £31, rising to 

£131 for customers over 65. This higher price refl ects the much higher risk posed by 

older customers.

Market background

There is a strong and competitive travel insurance market in the UK. This has resulted 

in a large majority – 86% of people – buying insurance before they travel.

There are a number of different distribution channels for travel insurance: in addition to 

direct insurers and brokers, travel agents, tour operators, and online travel websites offer 

cover at the point of sale when people book a holiday. Banks increasingly include free 

travel policies with premium accounts to add value to their products, and many high 

street retailers and supermarkets sell ‘white label’ policies off-the-shelf in their stores a

nd via their own websites, as does the Post Offi ce.

This level of competition for customers, coupled with the straightforward way in which 

the product is sold, has contributed to low premiums, as fi rms compete on price in order 

to maintain market share.
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Assessing risk

Relatively few rating factors are used in setting the price for travel insurance. In general, 

these are restricted to the destination of travel, length of trip, and the customer’s age  

and medical history. This simple approach keeps prices low and allows a diverse range  

of distributors to operate in this market.

Using age as a proxy for health

The use of age in the assessment of risk is very important to travel insurers. This is 

because the main component of travel insurance claims is medical-related claims, and 

these are closely correlated to age. 

Chart One: Likelihood of claim by age – exponential increases for  
older travellers

 

Chart Two: Cost and frequency of claims by age
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Restricting travel insurers’ use of age would have very little impact on the availability  

of insurance to older customers: 80-90% of older customers fail medical screening,6 and 

thus would be unable to purchase travel insurance on health grounds even if age were 

not used as a risk factor.

Age bands

Travel insurers use relatively wide age bands when pricing cover. The width of the band 

will vary between providers, but typically are 0-17, 18-59, and then five year bands until 

any age limit is reached. The age bands are structured to reflect changes in risk: there is 

limited change in risk from 18 until early 60s, at which point risk begins to increase more 

rapidly with age.

Because of the homogeneity of risk between customers within existing age bands, 

narrowing age bands would have little affect on pricing – customers within the new 

narrower age bands would pay the same premium as those in many other age bands 

around them.

As charts one and two show, both the likelihood of claiming and claims costs rise 

exponentially with age. As such, customers aged over 65 are three times more likely to 

make a travel insurance claim than those aged 35, and people over 85 are eight times 

more likely to make a claim. Compared with under-50s, claims made by people over 65 

are nearly three and a half times more expensive. The combination of increased cost 

and frequency of claims means that customers in their 80s are around eight to 12 times 

more risky than customers under 65.7

Age limits

Travel insurance is available to customers of all ages. 

The typical travel insurer provides single trip cover up to around age 85, and annual cover 

up to around 73. However, there are many specialists and some mass market insurers 

who provide travel insurance to any ages. A recent Defaqto report on the UK travel 

insurance market found 66 different policies available for people aged 85 and over, and 

23 annual policies.8

Customers in their 80s are around eight to 12 times more risky 

than customers under 65.

Travel insurance is available to customers of all ages.

6CRA International Insurance and Age-based Differentiation, ABI Research Paper No.12, 2009 
7CRA International Insurance and Age-based Differentiation, ABI Research Paper No.12, 2009  
8Defaqto, 2009
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Case Study Two: 
Motor Insurance

The product

Motor insurance is a compulsory insurance for all drivers. It pays compensation to 

anyone a driver might injure or whose property they might damage in the event of a 

collision. It can also cover a driver’s vehicle for accidental damage, fi re and theft.

Market background

The UK motor insurance market is highly competitive with more than 60 providers 

and reasonably high switching rates.

Assessing risk

Motor insurers use a number of different rating factors to determine the level of 

premium a person will pay. Rating factors include the driver’s age, claims history, driving 

convictions and type of vehicle. Such rating factors are used to determine the level of 

risk a person presents.

9CRA International Insurance and Age-based Differentiation, ABI Research Paper No.12, 2009
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Age bands

All insurers use integer ages as a minimum when assessing risk. The impact of age is 

especially important at both younger and older ages. In general, risk declines rapidly from 

17 to 21 and continues to decline through to the late 50s or early 60s before starting to 

increase again.

Chart Three: Drivers killed or seriously injured per 100 million miles and  
per 1000 licence holders

Young drivers are higher risk than other drivers and are around four times more likely  

to be killed or seriously injured than those in their 60s. 

Older drivers present a higher risk than middle-aged drivers. The average cost of a claim 

by a 60-64 year old driver is £1,170 while the average claim by someone aged over 80  

is £1,716 – almost 50 per cent more expensive.
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Age limits

Motor insurance is available to customers of all ages.

Nearly all insurers apply no upper age limit for existing customers, although some may 

apply upper age limits to new customers in their 80s. In addition, there are a large 

number of providers who do not have any upper age limit for new customers.

Some insurers impose age limits on particular policy conditions. Examples include:

Minimum age limits for high performance cars.•	

The level of excess may be higher for younger drivers.•	

Some firms will not provide ‘driving other cars’ cover to young drivers.•	

Benefits relating to permanent total disablement and personal accident typically  •	

end at 65 or 70, although some insurers have no age limit. 

However, most products and product features are available to everyone if they know 

where to look.

Motor insurance is available to customers of all ages.
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  The Risk of Unintended  
Consequences

The Government is considering whether to restrict the way insurers use age in pricing 

insurance. Any restrictions would have severe unintended consequences, some of which

are set out below. 

Removing age limits

Higher prices for all – where insurers do not have accurate data for a particular age •	

group, they may quote too high. With fewer quotes converting to a sale, all customers 

would be required to cover those additional costs, pushing up premiums. 

Reduced competition – insurers who have not operated at the extremes of ages •	

before would not have the data to enable them to offer a risk-refl ective price. This 

could result in them offering quotes which are too low. If insurers lose money in this 

market, they may choose to withdraw altogether. Removing age limits would also 

discourage specialist insurers who operate in niche markets, such as backpackers 

travel cover and travel cover exclusively for older people.

Lower quality cover – currently, some insurers limit their risk exposure by restricting •	

particular types of cover to particular people. If age limits were outlawed, fi rms might 

choose to withdraw that type of cover entirely in order to avoid having to offer 

it to everyone. This is a particular risk in smaller markets where profi t margins are 

narrower, for example travel.

Limited increase in quantity* – customers who would previously have been refused •	

insurance because of age would likely be refused insurance for medical reasons. 

With more than four out of fi ve older customers failing medical screening, the same 

customers are likely to be refused cover whether for age or medical reasons.

Higher medical excess levels* – to limit their risk exposures, insurers may increase •	

medical excess levels which would have to apply to all travellers.

Withdrawal of products – some products would not be viable without age limits, for •	

example, health cash plans and pension annuities.

* Applies to travel insurance only 
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Narrowing age bands

Fewer distribution channels* – travel agents in particular have systems designed •	

around a small number of age bands with limits in order to keep the sales process 

simple. The costs of changing these systems may force some travel agents out of  

the market.

Little variation in price* – in travel insurance, age bands are wide, reflecting the •	

homogeneity of risk. If age bands were narrowed for underwriting purposes, it  

would likely have little difference on price; rather multiple age bands would be  

priced the same.

Banning the use of age as a proxy

More intrusive assessment* – if insurers were unable to use age as a proxy, •	

an alternative approach could be requiring customers to undergo full medical 

assessments. This is a more intrusive approach than merely asking a person’s age,  

and would complicate the purchasing process.

Increasing the cost of insurance* – medical assessments cost approximately  •	

£25. This would almost double the cost of the current average travel  

insurance premium.

* Applies to travel insurance only 
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Conclusion

Travel and motor insurance is available to customers of all ages. However, the insurance 

industry recognises that people do not always know where to look to find it.

We are keen to work with the Government, age charities and other stakeholders to 

ensure that older customers are able to access the insurance that is available to them.

Legislating to restrict insurers’ use of age is not the answer. Rather, it would lead to many 

unintended consequences which would be to the detriment of all customers, including 

the very people we are trying to help.

16  AGE AND INSURANCE: HELPING OLDER CUSTOMERS FIND THE COVER THEY NEED
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