
Ombudsman Report on Telesales 
 
Primarily because direct sales are seen to be cost effective and have a wider reach, it is understandable 
that in recent years insurers have increasingly made use of telesales, or have developed products suitable 
for such marketing. There are obviously also some advantages for the consumers, but in the scores of 
complaints in which it has become necessary for the office to ask for and listen to recordings of the 
telesales, it has become evident that in some respects there is potential prejudice for consumers. 
 
When consumers make use of a broker or an agent, they will presumably receive advice enabling them to 
make informed decisions on whether a given product will be suitable. In telesales consumers do not have 
that advantage, however, so that it is legally necessary during a telesale that the material terms of the 
policy being offered are satisfactorily explained. For this reason insurers who market products by telesales 
are generally alive to their obligations, and provide the telesales agents with a text setting out what they are 
required to convey to consumers during a telesale. 
 
Provided the text is accurate in everything it covers, and provided it covers all terms and conditions that 
are material, no difficulty should arise if the agent adheres to the text. The text is not always accurate or 
complete, however, and problems can also arise when the consumer asks questions not covered by the 
text or gives an unexpected answer to its questions. The agent’s lack of knowledge is then exposed if he or 
she does not transfer the call to a qualified staff member. A further complication is that agents are almost 
universally remunerated by commission, which puts them under pressure to ensure sales. 
 
The dangers for a consumer are obvious, and while the recording of the telesale will readily enough expose 
any shortcomings, resolving issues that result from them might remain difficult. If the consumer would not 
have purchased the product had accurate and complete information been furnished, the strict legal 
position, because of the resultant absence of consensus, is that no binding contract would have come 
about. In such a case the usual remedy is that premiums must of course be repaid but this would often be 
of little consolation to the consumer. 
 
That the telesales text may be accurate and complete and that the agent may recite it exactly still does not 
necessarily mean, however, that the telesale is in order. The information concerned must also be conveyed 
such that the consumer will be enabled to both absorb and understand it. To achieve this it is necessary 
that the agent speaks slowly and clearly, does not outpace the consumer, and makes certain at all stages 
that the consumer has understood. 
 
In this regard the office’s experience, when listening to recordings, has uncovered a disturbing fact. It is 
usually within a space of only a few minutes that the necessary information is conveyed to the consumer, 
and often it is delivered in an unbroken torrent and at an undue pace. At the same time the agent often will 
not pause between sentences but will continue loading information onto the consumer. While it is true that 
they will from time to time ask the consumer if he or she understands, the question is posed perfunctorily, 
and although the answer might be “yes” there is no doubt that few of the consumers concerned, no matter 
what they say, would really be able to absorb everything he or she has heard, let alone understand the 
implications. 
 
In many such telesales consumers are informed, after agreeing to take the product, that a copy of the 
policy will be posted to them, or that they can obtain one on application at any branch of the insurer 
concerned. This is not enough unless at the same time the consumer is expressly warned that what has 
been conveyed during the course of the telesale is only a broad summary, that the terms of the policy may 
not accord exactly with what was conveyed during the telesale, and that the consumer should carefully 
read the contents of the policy itself in order to understand the policy’s full impact, and to avail himself or 
herself of the right to cancel it within the 30-day cooling off period. 
 
Another area of concern is that the text sometimes uses industry terms, often using jargon which insurers 
mistakenly assume all consumers will understand. A common example occurs where the consumer is told 
that there will be no cover for the event of a claim arising from “a pre-existing health condition”. Unless 
the meaning of an expression of that sort is explained, the average consumer will not appreciate its 
meaning or implications. 
 
In all of the above respects insurers are urged to tighten up their telesales procedures, something which 
falls squarely within the Treat Customers Fairly initiative that the Financial Services Board is seeking to put 
in operation. 


