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DIFFERENCES IN NATURE OF COVERAGE:

Liability vs. Physical Damage loss mix

Liability is a much higher percentage of total losses in US, causing a relatively greater emphasis on rating factors that relate to liability.  However, in the UK pricing is more likely to vary by vehicle for liability than in the US. What are other resulting differences?

Unlimited vs. Limited Liability

The UK policy offers unlimited liability.  This could cause differences in pricing and underwriting.  For example, liability limits purchased can be predictive of loss experience but also creates complications in pricing technique.

 Coverage attached to vehicle versus the driver

The UK policy is driver-based rather than vehicle-based as in the US.  Vehicle-oriented coverage in US leads to consequences such as driver assignment logic, driver exclusion endorsements, and unnamed driver penalty endorsements.  What are UK consequences?

 Uninsured Motorist coverage

Although coverage is mandated here, in some states as much as 30% of driving public does not comply.  How does this issue compare with UK?  

 Age of access to driving privileges

It is the exception for a 16-year-old in the US to not have a driver’s license and at least occasional access to a car.  British drivers start later and get more training.  Due to their experience, young drivers cost more than a mature driver to insure.  This becomes an issue in writing entire households in the US.

IMPACT OF REGULATORY DIFFERENCES

Frequency of rate changes

There is a restriction on frequency of change due to the filing process. How does UK compare?

New vs. Renewal pricing

Regulation requires new and renewal customers to be priced similarly except as shown otherwise by experience.  Demand modeling would suggest discounting new business although loss experience and analysis would probably arrive at the opposite result.  What is the UK practice?

 Consideration of expense impact on rates

Some customers clearly cost more from an expense perspective than others but most US personal lines companies do not address this in the pricing. What is the UK practice?

Construction of territories

Regulators like them to have understandable shapes.  Does greater freedom to determine boundaries in UK lead to odder shapes? The US market may also have a lot more territories merely due to the state structure.

Multi- vs. single-variable methodology

US actuaries tend to focus on single-variable ratemaking methods due to the perception of regulatory acceptability. How is the UK practice different?

Rating tiers

Most companies in the US have 2-6 tiers to which they assign separate rate levels or use an underwriting company system. The UK does not seem to use this approach. Why not? Is there no standard/ prefered/ non-standard market difference in the UK?

Competitive analysis

The one big advantage to an insurer in the US system is the publicly available competitor filings. How do UK insurers gauge competitiveness?

DATA AVAILABILITY

Motor Vehicle Records

These are easily obtained electronically in the US, making them universal underwriting and pricing tools. What is the practice in the UK? 

Loss History Reports

Insurers in the US voluntarily report losses to 3rd party databases, which then sell the information back to insurers who are investigating a prospect.  Is there an analogue in the UK?

 Credit Data

This is easily and electronically available in the US.  In the UK, only lenders have access to these databases.

DISTRIBUTION

Agency systems

Agents dominate in the US market -- still 85-90% of business!  This imposes additional "explain-ability" constraints on our rating processes.  What is the mix in the UK?
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American

Comprehensive
An auto policy covers all claim types (the coverage is comprehensive)



Third Party Fire & Theft 
An auto policy covering only these types of losses



Third Party Only or TPO
An auto policy for liability only
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Tariff
Rate or price



Excess
Deductible



ABI
Association of British Insurers



ABI Group
Car grouping assignment published by ABI



Scheme
A specific rating plan  
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