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Choice Overload Customer Journey Insurance

Perceived Value

H

Choice Overload

Choice overload is a result of

too many choices being

available. It can result in

decision fatigue, sticking to the

default option, or even avoiding

making a decision altogether.

They either felt like they

had bought too much

because they just

wanted basic cover, or

they felt like they might

be missing out on

something.

Defaults

The default choice is an option

that’s selected if the user does

nothing. Defaults are most

effective in unfamiliar and

complicated situations. They

allow people to decide easier

and faster.

In this case study, you’ll learn: 

Client challenge

ow do you strike a balance between choice and simplicity? How many

product options should you present so that it doesn’t feel limiting but at

the same time doesn’t overwhelm customers? When should the price be

introduced in the acquisition journey? And is it a good idea to give customers

the option to tailor a product or not? 

These questions would be conundrums even for

businesses that carry out the majority of their

sales online. But picture a company that

historically made 70% of its sales in branches,

now facing a massive exodus! 

Yes, the situation at Lloyds Bank insurance

division was critical. By 2016, 80% of its

customer base had migrated to digital channels

which put the department under huge competitive pressure. It had become

painfully obvious they needed to reduce their reliance on the retail network, so

the strategy was to upsell and convert more of their website traffic. Lloyds

were looking for a complete fresh start, not a tweak of the existing journey.

The million-dollar question was “How do we design quote journeys to be as

effective as possible?”

A team of behavioral experts from Dectech was called in to optimize the online

sales journey and offer a redesign of one of the Lloyds products – home

insurance. The leader of this change Rich Lewis says they needed to juggle 3

different challenges at the same time. 

Challenge 1: Overcoming the effects of anchoring 

How potential customers would arrive at the page posed a problem. The main

sources of traffic were the price comparison websites where customers would

get quotes from different providers and, after clicking on a specific offer, would

be redirected to Lloyds’ webpage.  

The key challenge was to keep the insurance competitive enough to be at the

top of those rankings so customers would actually come to the website, but not

so cheap that the company would not make any money from the sales. 

The key challenge was to keep the insurance

competitive enough to be at the top, but not so cheap

that the company would make any money from sales.

Rich says this meant carefully choosing how basic the basic option should be,

and then once they got there, how to make sure there were sufficient

opportunities to upsell customers to something more profitable – a Premium

option. 

This was a challenge since at this point customers were anchored by the price

they had seen in the aggregator, and so the higher sum would be perceived

more negatively than it would have been having they not seen a “bargain” price

initially. So, explaining the value and increasing the perceived value of the

premium option was important.

Challenge 2: Balancing out simplicity versus complexity

The key was to figure out how to ensure the journey was simple enough that

people didn’t drop out and bought the insurance in the end. 

“The challenge is that people say they want flexibility and choice but from a BE

perspective people struggle with complexity and choice overload”, Rich says.

The challenge is that people say they want flexibility and

choice but from a BE perspective people struggle with

complexity and choice overload.

So in this case, it was all about how to make something look flexible enough

that the customer feels they’ve got a tailored product that is personal to them,

but not so complicated they are overwhelmed with choice options, get stuck,

and choose to drop out as a result. 

Challenge 3: Eliminating uncertainty and offering reassurance

Rich points out that even though selling as much as possible was important to

the bank, so was making sure customers understood the offer and felt

confident and satisfied with their choice. 

He makes the point that people don’t want to spend a lot of time choosing their

home insurance; it’s not an engaging product and there aren’t a lot of needs.

Since people don’t enjoy buying it, they want to put the minimum amount of

effort in.

Lloyds aimed to help customers make more informed product choices, so the

bank needed to figure out how to make customers feel more confident about

their choice by providing them with the right set of cues and nudges. 

Competition analysis & customer research 

The research part of the project consisted of three steps:

1. Market context competition analysis 

The DecTech team identified alternative models, best practices, and key

decision points across the competition. Based on these, the researchers created

5 mock-up journeys to be tested which featured one of the 3 product models.

These consisted of:

1. A pick and mix, single flexible product – the customer had the ability to

tailor the degree of cover/ancillaries.

2. Pure tiered products – customers had two or three choices, with standard

inclusions/limits for each product (limited flexibility).

3. Hybrid tiered offer – 23 product choices were presented with high levels of

flexibility to tailor each option.

For each of these models, the researchers also manipulated specific aspects of

the journey: the number of things customers could change, whether the screen

was pre-populated with their personal details or not, whether the price was

continuously updated or only shown at the end, or even whether they could

name their own price. 

Then a two-part experiment was run to evaluate the performance of the 5

alternate acquisition journeys. The aim was to identify the optimal process

which could then be launched on a large scale.

2. Quantitative behavioral research

Lewis’s team conducted experiments with more than 3000 insurance customers,

exploring different quote journeys. Respondents completed the task as if they

were obtaining an actual home insurance policy online. Key metrics that were

observed were: 

1. Completion – the percentage of people completing the quote process 

2. Spend – the sum of covers, excesses and additional spend 

3. Choice – the extent to which customers used the available options

3. Qualitative ethnographic research

24 immersive ethnographic interviews were carried out, during which the

Dectech team watched people going through the insurance buying process and

asked them to reflect on their experience in real time. 

Rich and his team observed what information they paid attention to, how they

narrowed down their options, and whether and when they were overwhelmed

by choice. Here they measured Comprehensiveness – people’s ability to recall

their contract details – and Perception – whether customers were satisfied with

the ease of the process and the outcome, whether they felt they could tailor a

policy to meet their needs, if they felt they had the support to do so and if they

perceived the process as quick and easy. 

Although the initial research question was whether the optimal journey should

vary by segments, the team quickly learned not much tailoring was necessary.

Rich says there were not many complicated customer segments – just people

who wanted basic cover, and those seeking a more premium reassuring option. 

He describes the first group as overconfident: “They buy insurance because they

have to have it but think they don’t need it – they just want the cheapest, most

basic cover for an emergency, but nothing else.” The second group is more risk-

averse. As Rich explains: “Maybe they have had a claim in the past and so they

want to make sure they get comprehensive coverage.”

The winning solution

The optimal journey and product presentation, which was then chosen to be

rolled out on a large scale, relied on these key elements:

Two product options

They found a single product felt too limiting but with more than two products

it quickly became overwhelming. 

Since the home insurance product is not complicated, the offer was not

enhanced by a middle option. Instead of making the choice easier this third

option made it more difficult; customers were confused about what was left out

or added to the insurance. People basically wondered what am I losing by not

taking the top cover and conversely, what am I gaining by taking it?

Rich describes an interesting paradox: “Although people would choose the

middle option, they were not particularly satisfied with it; they either felt like

they had bought too much because they just wanted basic cover, or they felt like

they might be missing out on something.”

 That’s why 2 product options to choose

from worked best. Says Rich.

As a result, they made it

straightforward “If you want the

cheaper option this is it. If you want

something that has got some added

extras, pick this one.” And so, in this

case, customers felt two choices were

enough.

Sensible defaults

People don’t want to be forced to make choices. Especially when they find

themselves in unfamiliar or complicated situations, they don’t have a strong

preference or the decision isn’t particularly important to them. All of this can

lead to inaction. 

A way to counter this is to use defaults to allow

people to make a decision with less effort yet

give them the opportunity to change the details

of the offer if they want to. This creates an

illusion of choice, which people like. And even

though the vast majority of them don’t change

the default settings, they like the feeling that

they could change it but didn’t have to. 

Within the journey, there will be advice seekers

and more self-reliant customers. Rich points out it’s important to adjust the

journey so that it is flexible enough that if people want to do something (look

for more information on different sections of a page) they can, but everybody

else who doesn’t want to can feel that skipping through it doesn’t have negative

consequences.

Recommendations specific to the customer 

For customers to feel good about the cover and confident about their choice, it

has to feel appropriate for the size of their house and its contents.  

A good strategy to achieve this is to ask personal questions upfront to create a

sense of a more personalized journey.

In this case, customers were initially asked a series of questions which made

them feel that the subsequent default options that were given to them were

sensible and that there was a reason the final quote was personalized to them

rather than just being a gimmick. 

That meant Lloyds could use indicators to describe a quote with little flags like

recommended for you/ this is your personal quote, letting customers know

that this was not a generic product, but one with a price appropriate for their

needs.

Auto price recalculation

This meant that every time the customer changed some of the product features

the price changed in real time, meaning customers felt much more informed

and confident that they understood what the price was. 

Rich points out that this auto price recalculation was well received as it helped

people to understand the implications of their choices and where the price

came from as they moved along, as opposed to going through a set of complex

choices and only then getting a final quote. 

The winning option: The optimal acquisition journey and product presentation which was picked after
the research phase.
Source: Lloyds Bank

Every other change the team tested was much less important. For example,

making it easier to go through the process by prefilling personal details helped

a bit but not dramatically. Providing a social norm, saying this is our best-

selling product gave results that were better than the baseline, but not as

strong as a personal recommendation. 

The Name Your Price hiccup

There was one idea which backfired during testing. It was to allow customers to

name their price by encouraging them to “Tell us how much you want to spend

and how much insurance you can get for that”.

Rich says it’s a cute idea but: “Customers absolutely hated it! They don’t know

how much they want to spend nor what home insurance should cost. They even

felt like they were being tricked; like they would shoot a number and the

company would then magically come up with insurance coverage which cost

exactly that much.”

The results 

The new acquisition journey helped raise both conversion and spend in Home

Insurance; Lloyds implemented the recommended changes and their

proportion of digital acquisitions rose from 45% to 75% over the course of 3

years. 
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case, Name Your Price would have caused a lot of hiccups had they rolled it
out. 
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