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Learning objectives

By the end of this session you will:

• Have an understanding of the science behind Behavioural Economics
• Know the MINDSPACE nudges
• Have considered where and how Behavioural Economics can help deliver 

better customer outcomes.
• Have an understanding of the 5 most impactful nudges for the Insurance 

Market
• Have considered how you may be able to use them
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What is Behavioural Economics?
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What is behavioural economics?

behavioural economics
Noun – a method of economic analysis that applies psychological insights 

into human behaviour to explain economic decision-making

• Behavioural Economics can help to improve interactions with customers

• Small, inexpensive contextual changes (“nudges”) can make disproportionate differences to customer behaviour.

• Only by test and learn can we truly establish what works (and it’s not always what we think).
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Why consider behavioural economics?
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How can behavioural economics help you?

Lecture: 5%

Reading: 10%

Audio visual: 20%

Demonstration: 30%

Discussion: 50%

Practice by doing: 75%

Teach others: 90%
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Understanding behaviour

• Rational
• Forward thinking
• Utility maximising

• Predictably irrational 
• Present biased

Classical Economics Behavioural Economics
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Classic v Behavioural - example

Local store
Radio

£20

High Street store

Same radio
£10
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Classic v behavioural - example

Local car dealership
Car

£30,000

Another car dealership
Same car
£29,990
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Classic v behavioural - example

Local store

Radio
£20

High Street store

Same radio
£10

Most people will 
instinctively want to save 

£10 for the radio but not for 
the car.

£10 should always have the 
same value from an 

economic point of view.

Local car dealership

Car
£30,000

Another car dealership

Same car
£29,990
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Classic v behavioural - example

Study on 
Organ donation

Opt In Opt Out



Aviva: Public

System 1 v System 2 thinking

• Automatic, fast

• Unconscious

• Associative

• Low energy consumption

• Reflective, slow

• Conscious

• Analytic

• High energy consumption

System 1 System 2
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System 1 v System 2 thinking - exercise

The colour of the word (not the word itself)

Blue
Green
Red
Blue
Green
Red
Green
Red
Blue
Green
Red
Blue
Green
Red
Blue
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System 1 v System 2 thinking - exercise

The colour of the word (not the word itself)

Red
Green
Blue
Green
Red
Blue
Green
Blue
Green
Red
Green
Blue
Red
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System 1 v System 2 thinking - exercise

Blue
Green
Red
Blue
Green
Red
Green
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Blue
Green
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What is behavioural economics?

behavioural economics
Noun – a method of economic analysis that applies psychological insights 

into human behaviour to explain economic decision-making

• Behavioural Economics can help to improve interactions with customers

• Small, inexpensive contextual changes (“nudges”) can make disproportionate differences to customer behaviour.

• Only by test and learn can we truly establish what works (and it’s not always what we think).
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Nudges  (there are a lot of them!)
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Nudges
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Messenger

We are heavily influenced by who communicates 
information to us:

▪ Figures of authority
▪ Someone like me
▪ Someone I like
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Messenger

Financial services

Source: Adams, P., & Hunt, S (2013). Encouraging consumers to claim redress: evidence from a field trial: occasional paper no 2. The 
Financial Conduct Authority. 
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Incentives

Our responses to incentives are shaped by 
predictable mental shortcuts such as:

▪ strongly avoiding losses
▪ mental accounting
▪ hyperbolic discounting
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Incentive - tools
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Norms

We are strongly influenced by what others do
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Defaults

We ‘go with the flow’ of pre-set options
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Defaults - tools
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How to apply 
Behavioural Economics



Aviva: Public

What is behavioural economics?

behavioural economics
Noun – a method of economic analysis that applies psychological insights 

into human behaviour to explain economic decision-making

• Behavioural Economics can help to improve interactions with customers

• Small, inexpensive contextual changes (“nudges”) can make disproportionate differences to customer behaviour.

• Only by test and learn can we truly establish what works (and it’s not always what we think).
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Nudges
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Nudges  (there are a lot of them!)

We will look 5 most impactful in 
insurance discussions

1. Framing

2. Anchoring

3. Loss Aversion

4. Optimism Bias

5. Active Choice

Framing Effect

Loss Aversion

Active Choice 

Optimism bias

Anchoring
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Framing

Framing – words can influence 
thinking (and purchasing)

Which would you buy?
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Framing – in an insurance market
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Anchoring

Anchoring – value is often set by 
anchors which we then use as a 
reference point when making 
decisions
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Anchoring

Anchoring – value is often set by 
anchors which we then use as a 
reference point when making 
decisions
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Anchoring – in an insurance market

Using a bigger picture (the benefit) to create an anchor point so 
that the preferred choice (paying the premium) is more 
acceptable

“Average UK household expenditure per year is over £X. You can 
protect your family for this amount for the next 10 years should 
you become seriously ill, get a disability or die for just £X each 
month”
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Anchoring – in an insurance market

•Use detail on the Bank Statement
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Loss Aversion

Loss Aversion - The thought 
of losing something now is 
more powerful than gaining 
something in the future 

- it hurts more to lose £200 
than it feels good to win £200
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Loss Aversion – in an insurance market

Framing a question as either a loss or a gain…

• What would you have to give up?

• How would you benefit from having cover in place?

Putting Loss into Perspective

• Ask what the worst outcome would be if the action wasn’t taken. 

Loss of Choice

• The cost of delay.
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Loss Aversion – retaining business

What may the client be losing now? 
Position other benefits that may be exclusive to the customer such as:

• Aviva DigiCare+

• Macmillan support

• As you enjoy the peace of mind your protection currently gives you, we would like to help make 
sure you are not losing it and ensure you remain suitably protected no matter what.

• If you decide to take out protection again in the future, it is possible that you will no longer qualify. 
As you get older the risk of health issues increases and these are taken into account when you take a 
policy out – this may result in higher costs or not being offered cover.

• If you then decide to take out protection again in the future, it is likely that it will be more 
expensive than you are currently paying because the price rises each year as you get older.
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Optimism 

Optimism – the tendency to 
overestimate positives
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Optimism – in an insurance market

• People prefer to think that a relatively likely 
event won’t happen to them

• Important to avoid scare tactics but 
challenge their perception
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Optimism – in an insurance market

• Allow them to personalise it - ask them what 
their “Plan B” is if the worst were to happen?

• this way, the likelihood is put in context 
of the potential downside from the 
clients perspective

• we can’t judge how they see the 
downside ourselves
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Active Choice

Active Choice – making conscious 
and deliberate choice
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Active Choice – in an insurance market
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Active Choice – in an insurance market

• Ok, let me explore if there are any avenues we can go down that will help with the 
affordability without you having to lose all the protection you have now – does that 
sound ok?

• Here are some options to make your premium more affordable if that could help:
• Reduce the pay-out amount: this will make your premium less expensive, and your loved ones be 

protected for some critical costs

• Remove one or more of the rider benefits you are covered for, keeping just those that are the most 
critical should the worst happen

• If short term affordability is an issue, we also have a premium holiday option that we can discuss

• If you would like to take up any of these options, I can arrange for a financial consultant to call you to 
discuss

• Otherwise, would you like to keep your cover the same and remain fully protected?
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Learning outcomes

By the end of this session you will:

• Have an understanding of the science behind Behavioural Economics
• Know the MINDSPACE nudges
• Have considered where and how Behavioural Economics can help deliver 

better customer outcomes.
• Have an understanding of the 5 most impactful nudges for the Insurance 

Market
• Have considered how you may be able to use them
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Good luck 
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