
Many financial institutions provide a range of optional protection products for their customers’ benefit, including: credit life, 
disability, and unemployment insurance; debt cancellation agreements; and Guaranteed Asset Protection (GAP). AFSA members 
provide voluntary protection products only to those customers who choose them, through a process that is subject to rigorous 
internal procedures and regulatory oversight.

• Credit insurance, for example, is a highly accessible micro-insurance that helps families through challenging financial times 
by eliminating or paying down debt when something bad happens to one or more borrowers (e.g., death, disability, or 
unemployment; vehicle totaled or stolen). This means they get to retain their collateral and have one less bill to worry about.

• Groups such as the Financial Health Network consider voluntary protection products like credit insurance to be essential to 
financial health and includes access to appropriate insurance as one of its eight indicators of financial health.

Voluntary protection products:

1. Have proved particularly efficient and valuable during the COVID 19 pandemic.

• Members of the Consumer Credit Insurance Industry Association (CCIA) report that credit insurance involuntary unemployment 
claim frequency increased an estimated 101% for March and 1,005% in April 2020 when compared to the same period in 2019. 

• One credit insurance provider reported a 581% increase in unemployment insurance claims, and a total increase in dollars paid 
of 203%, from the beginning of March to the end of April in 2020.

2. Are transparent. Lenders go to great lengths to comply with the VPP rules and to be transparent with customers, making it clear at 
various points during the loan process, including at closing, that all ancillary products are optional.   

3. Reduce consumers’ exposure to financial risk and the consequences of financial shock, helping them build financial resilience 
on their path to greater financial well-being.

• Data on financial shocks, provided by The Pew Charitable Trusts’ found that 60% of households experience a financial shock  
in a year.

• Similar research carried out by CCIA demonstrates that: 50% of consumers say they would have immediate or near immediate 
trouble paying living expenses if their primary wage earner died; 59% of individuals have experienced an unexpected repair or 
expense costing between $500 and $2,000 in the past five years; and 28% have had one costing more than $2,000.

4. Are accessible and affordable: On a $2,600 loan payable over 12 months at a 36% interest rate, the estimated cost of credit life 
insurance is only $1.88 per month.

5. Are popular with consumers: A CCIA survey of borrowers who elected to take out credit insurance on their loan found that:

• 96% of purchasers indicated recollection of the purchase of credit insurance;
• 96% of purchasers reported the lender had explained the terms of the product;
• 100% of respondents knew that purchasing credit insurance was optional;
• 85% of installment loan borrowers that indicated credit insurance products are a good idea (a consistent rating over 40 years);
• 70% of purchasers would purchase credit insurance again.

These surveys have been consistent since they began decades ago.

6. Generate very few complaints, according to data reported to the National Association of Insurance Commissioners: 

• There were 23 credit life insurance complaints nationwide in 2016 (0.048% of total life insurance complaints).
• There were 24 credit disability insurance complaints nationwide in 2016 (0.050% of total disability insurance complaints).

Voluntary Protection 
Products Are Beneficial  
to Consumers

When life happens, voluntary protection products are there, helping 
 over 50 million U.S. households cover their payment obligations.


