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Group insurance undergoes  
a significant change in Australia

By Michael Rogers
General Manager Financial Protection, AXA Australia

Group Insurance has always been a tremendous platform for making 
insurance more accessible to more people, but increased competition 
and strong economic conditions have meant group insurers have had to 

reassess their mantra and it is becoming commonplace for group insurers to tailor 
more innovative insurance solutions to suit the needs of the trustee’s members.

Australia’s demographic shift has been well documented over the past few years, 
so as a society, we need to prepare for these changes. 

Improved economic conditions at home, highlighted by record levels of 
employment have contributed to improved levels of claims experienced by group 
insurers.  

What we have learnt from history however is that disability rates within the 
group insurance market are heavily influenced by the unemployment rate. Group 
insurers need to ensure they understand whether the current healthy economic 
climate will continue, so they price risks today (as they provide a three year 
guarantee), to ensure they do not replicate some of the mistakes of the past.

There is also the well documented matter of under insurance, coupled with issues 
that arise as a result of our changing demographics. Despite what some industry 
analysts believe, group insurers are working harder than ever to try to positively 
reduce the under insurance gap.

As a large percentage of group insurance business is now linked to superannuation, 
group insurers are working with trustees to ensure that all Australians have access 
to minimum levels of insurance and in the majority of cases, substantially above 
the minimum.

While the choice of fund legislation only requires the minimum death cover, 
the majority of funds now provide in excess of the minimum as well as total and 
permanent disability and salary continuance.
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Since the introduction of choice of fund legislation, the majority 
of trustees have chosen to enhance their insurance benefits to 
ensure their insurance offer was competitive, whilst affordable 
for their member demographics, comparable to other funds in 
the market. 

We believe levels of insurance cover will continue to be 
reviewed and upgraded. Trustees and group insurers will 
need to closely monitor the profitability of a plan to ensure 
they can continue to offer sustainable pricing and terms and 
conditions.

While group insurers can contribute to under insurance in 
Australia, it will never completely fill the gap.

Group insurance is exposing more Australians to insurance, 
unlike any other life product in the market.  As the majority of 
members under a group policy do not require underwriting, 
people that wouldn’t normally obtain cover under an individual 
policy are able to be insured. 

Take the example of high risk occupations like miners and to 
a lesser extent tilers and bricklayers. These occupations come 
with inherent risks and to get cover under an individual policy 
can be difficult. However a group insurer can consider covering 
these types of occupations due to the unique workings of our 
policies and our ability to manage risks at a plan or fund level 
at three year intervals.

Australia’s ageing population also impacts on the changing 
demographic of our workforce. Today, more Australians are 
working on a part time or casual basis than ever before as they 
prepare for retirement.

This trend has had a significant impact on the group insurance 
sector, with more companies employing contract and casual 
employees. The recently introduced industrial relations 
reforms will further impact our market and group insurers will 
need to understand how to balance the requirement to provide 
insurance cover to this new demographic of the workforce.

While considering economic and regulatory factors at home, 
it is equally important to assess the global economy and the 
requirement to meet the needs of global organisations. In 
particular group insurers have looked at what tools and 
relationships we have or need to have, to competently insure 
global clients with Australian businesses. 

More than ever the impact of catastrophe risks such as terrorism, 
single events and global warming, and the effect they have on 
the market’s ongoing financial viability, needs to be taken into 
account by insurers and trustees.

There is a cost in covering these risks and insurers who cover 
some types of risks can be excluded from shortlists, due to 
additional costs associated with providing this additional level 
of cover. It is important that group insurers highlight the 

benefit associated with these additional costs and the increased 
certainty of payment at time of claim.

Another way in which demographic trends are influencing 
group insurance is through reinsurance.

The favourable economic conditions have prompted group 
insurers to restructure their reinsurance arrangements and 
either hold reduced reinsurance, or drop it completely. This 
is a major shift from the traditional support sought by group 
insurers. 

We are not concerned by this trend if other insurers have the 
size and the appetite for the risk and are willing to absorb the 
volatility of claims. In the short term, it can also give an insurer 
a pricing advantage as they do not have to price for the cost of 
purchasing cover. Trustees need to consider the impact of their 
insurer’s financial stability if a significant event happened and  
a substantial loss was incurred.

In making this decision the Trustee needs to take into account 
whether they are happy to accept lower premiums on the basis 
that the group insurer can absorb the impact of adverse claims 
experience and be able to remain a financially viable insurer.

How to choose an insurer
Trustees should consider what types of insurance arrangements 
they are looking to provide their members. Insurance has 
increasingly become a significant part of their offer to members. 
Accordingly, choosing the right insurer is one of the more 
important decisions they need to make.  Choosing the right 
insurer’s “package” can have significant operational benefits for 
trustees and impact on a fund member’s (or their dependents) 
experience with the fund should they need to lodge a claim if 
they become disabled or die.

Based on AXA’s independent research, whilest trustee’s’ 
insurance needs can differ widely, depending on their size 
and membership, the following criteria should generally be 
considered when making a decision:

Financial strength
As the size of insurance tenders continue to grow, a group 
insurer’s financial strength and local presence should be at the 
top of the check-list.

Confidence in knowing the insurer has had a long standing 
presence and is committed to the Australian market, is also 
vital. The trustee also needs to be confident the insurer has the 
financial capability to pay claims when required.
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Product terms and conditions
Once the trustee has made an assessment on whether the group 
insurer has the financial stability to meet the claim, should it 
arise, the next consideration should be whether the insurer’s 
product terms and conditions meet the needs of the members.

While most insurers have standard product offerings, they 
should be flexible enough to tailor a solution.

Some of the terms and conditions that should be considered 
are:

●	 An increase in the default levels of death and TPD 
insurance cover for existing and new members

●	 Unlimited maximum death cover

●	 TPD cover maximum to $2.5 million (either “any” or 
“own” occupation) 

●	 Death and TPD expiring at age 80 

●	 The introduction of or enhancements to GSC cover

●	 Levels and types of cover for casuals and part timers

●	 Simplified and enhanced overseas travel terms and 
processes 

●	 Simplified underwriting bands and requirements 

●	 The insurers global reach and ability to meet the need  
of multi-national clients and their members

●	 The insurer ability to participate in a global pooling 
network

●	 A plain english policy document and PDS, enabling 
them to be easily understood

●	 Whether the product is supported by reinsurance.

In today’s climate, group insurers must be able to back up their 
offer. Long gone are the days when group insurers can go out 
solely on price because trustees will take more than price into 
consideration when choosing an insurer.

Price is NOT king
Group insurance is going through a competitive phase, which 
means trustees are in a strong position to ensure they get a 
good deal.

Whilst price should always be a consideration, it should not be 
the only factor taken into account when making a decision.  
trustees have an obligation to their members to ensure their 
group insurance offer is sustainable.

Adopting, the cheapest offer may not be in the interests of 
members or trustees in the longer term, if it leads to substantial 
increases in future premium rates.  

Technology and service
Like most industries, service delivery to the client is a vital 
element in a successful business proposition. 

As plans increase in size, the ability of the Insurer to respond 
to queries, pay claims on a timely basis and abide by a service 
charter, are important considerations for trustees.  

The insurer should provide high quality, efficient, professional 
and superior levels of customer service.  Service standards 
should be articulated and supported by their accessibility to 
administration, underwriting and claims staff.

The ability to provide real time access to the insurer’s systems 
and access to web tools are a necessity for any insurers to be 
considered seriously. 

Another important consideration should be whether they have 
state of the art information systems that allow trustees to track 
the insurer’s workflow via online facilities.

It is also important that you have direct access to group 
insurance specific web pages where forms can be downloaded 
when required. 

The trustee needs to consider whether the insurer has a 
similar goal of ensuring doing business is a simple and efficient 
experience.  

Relationship management
Relationship management is another vital element to consider 
when choosing an insurer. It is important to ask whether the 
group insurer has a dedicated business development manager 
to look after the account.  

Further, other people within the organisation should also be 
at the trustee’s disposal if the account manager is unavailable. 
And what happens if the trustee disagrees with the insurer’s 
decision?

The trustee must have the confidence to ensure they can 
instantly resolve an issue should it arise.

How a fund should manage  
its relationships with an insurer
As a result of insurance no longer being something that the 
fund might offer, but something that must be offered, a good 
working relationship becomes paramount 

A fund and its insurer should approach the relationship from 
the perspective that they are entering a partnership. As funds 
continue to consolidate and become increasingly larger in size, 
the partnership becomes more important.
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Increasingly, legislative changes such as choice of fund and 
Trustee licensing, are impacting on the products group insurers 
offer trustees. These and any future changes will create different 
technical and compliance risks for funds and trustees. Insurers 
need to work together to manage these challenges.  

From an administration perspective risks arise frequently as a 
result of, 

●	 Disclosure issues in the PDS;

●	 Administration errors;

●	 Employer acts and omissions;

●	 Legislative changes or legal interpretations.

Depending on the fund design, this can lead to either lots of 
small sums insured or a single large sum insured liability issues.  
If a solid relationship does not exist, this can cause considerable 
angst, particularly if it relates to the assessment of a member’s 
claim. If both parties are like minded, many of the issues can 
be resolved amicably.

If a true partnership does exist, when the business is  
re-tendered after the expiry of the rate guarantee period, it is 
often difficult to remove the incumbent insurer.  However if 
the relationship has not been forged or the incumbent has not 
put up a competitive package, funds today will actively look to 
move the business.

So it is vital that group insurers become more creative as the 
market matures and works with trustees to understand what it 
is they want to deliver to members 

Unlike a retail insurance product, where you have research 
houses typically influencing insurance product design, group 
insurers need to understand trustee and member’s needs to 
individually tailor products to meet the needs of that fund.

In recent times trustees have been able to negotiate enhanced 
insurance offerings on behalf of their members and group 
insurers have played an important role in making this happen.  
There is no doubt the group insurance market is going through 
a competitive period, but we have confidence in the future of 
the market and we are looking forward to continuing to play 
an important role in future innovations and growth.

We believe that there will be more fund consolidation which 
will further cloud the difference between the traditional types 
of products we have offered to the industry fund and market 
trust segments. Exciting times are ahead for group insurers and 
trustees and if we can work as “partners”, we will continue to 
provide affordable insurance cover for Australians at a time 
when they may need us most.


