
Volume 5  Number 1  2010

Published by

a Rainmaker Information company

Level 2, 151 Clarence Street, Sydney NSW 2000 Australia 

Telephone (02) 8234 7500   Facsimile (02) 8234 7599   

www.financialstandard.com.au 

www.jofp.com.au

— •  —

The Australian Journal  
of Financial Planning

The Australian Journal of Financial Planning ISSN 1833-1106. Copyright © 2010 Rainmaker Information Pty. Ltd. ABN 86 095 610 996. All rights reserved. 
This work is copyright. Apart from any use as permitted under the Copyright Act 1968 of the Commonwealth of Australia, no part of this journal may be 
resold, reproduced, stored in a retrieval system or transmitted in any form or by any means electronic, mechanical, photocopying, recording or otherwise, 
without the prior written permission of the publisher. Rainmaker Information Pty. Ltd. gives no warranty other than any warranty that may be implied 
pursuant to the Trade Practices Act 1974 that the information in this report is correct or complete. Rainmaker Information Pty. Ltd. shall not be liable for 
any loss or damage howsoever caused due to negligence arising from the use of this report. The views and opinions expressed in this journal are provided 
for information purposes only and should not be taken as constituting advice. Persons concerned with the issues raised in this journal should seek their 
own professional advice. No responsibility is accepted by the publishers, its employees, agents or associates for the accuracy of the information contained 
in this journal. The opinions expressed in this journal do not neccessarily represent the views of the publisher.

Disclaimer

This article is part of:



“To the casual observer it may seem somewhat unusual for a technology organisation 
such as Fintechnix to be committing time and resources in producing a report like 
this. The reason behind our decision to do this is simple – we believe that the life 
insurance industry can be more effective and produce more impact in the Australian 
community than currently. The life insurance industry needs to realise its potential in 
addressing the personal protection requirements of a growing and diverse population.

This report is an attempt to better understand the industry and identify ways in which 
you and your organisations can unlock its potential. We want it to generate discussion, 
debate and action.”

John Groves 
Managing Director

This report contains the views and opinions of a group of thought leaders 
that we have identified within the Australian life insurance industry. 

The responses to the questions asked have provided interesting insights into 
how the industry operates, the challenges the various participants in the industry 
face and the future direction that the life insurance industry may take. 

The report alludes to various reasons why Australia has a chronic underinsurance 
problem. These reasons include:

l	 The life insurance industry for a long time has been ‘sleeping’ and a little 
complacent.

l	 The industry as a whole has focused too much on the needs of specific 
distribution channels rather than the end consumer.

l	 Until the recent global financial crisis, life insurance has largely been seen as 
the ‘poor cousin’ within the financial services industry – playing second fiddle 
to the more high profile areas of funds management and superannuation.

The action steps suggested in the report revolve around the core need for an 
improved working dynamic between life offices, reinsurers, distributors, advisers 
and technology vendors in meeting the life insurance needs of the end consumer.
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PurPose
This report was commissioned to better understand from the 
perspective of industry thought leaders the question, “Why 
don’t more Australians have life insurance?” By looking at the 
importance and impact of factors such as product, channel and 
technology within the Australia life insurance industry, we 
believe the reader will gain valuable insights into the industry 
which in turn will assist in better informed decision-making and 
enhanced business outcomes aimed at helping address Australia’s 
level of underinsurance.

Method
Twenty-eight thought leaders’ in the life insurance industry were 
identified. Of this group, 18 were willing to participate and 
contribute their views to the report. Discussions were digitally 
recorded and transcribed. From these transcriptions, specific 
responses were selected that we believe best represents the 
prevailing view of the group. The interviews took place over the 
period June to September 2009. So as to promote frankness and 
openness of discussion, no statements, quotes or insights contained 
in this report have been attributed to the specific individuals and/
or organisations. Given the relatively small number of providers in 
the sector, there is a high level of overlap and crossover of views, 
opinions and attitudes. Efforts have been made to pick up the 
central theme of responses for each of the questions asked. 
Consequently, not all responses have been included in this report.

Central theMes
These points summarise the core of responses recorded for each 
of the questions asked.

aCtion stePs
While these comments represent the views of the interviewees 
in this report, the depth of our relationships across the industry 
gives us confidence that they are representative of the thought 
leaders out there. The intention is to present a fresh perspective 
on the life insurance industry. If these views generate debate 
within the life insurance community, all the better.

Questions asked
l What is your view on the current state of the life insurance 

industry within Australia?

l What trends do you see emerging in the industry?

l What are the critical success factors (i.e. the things that must 
go right) in your business?

l What is more important – distribution channel or product 
design?

l Straight through processing – what does it mean to you?

l What are your views on in-house developed systems vs. 
external packages?

l How would you rate the quality and efficiency of your 
front and back office processes?

l Which organisations in the life insurance industry do you 
believe are making a difference?

l What are your business priorities over the next 12 months, 
two years and five years?

industry thought leaders
l Allianz, Meredith Barnes, National Manager Business 

Development

l AMP, Michael Paff, Director Wealth Protection Products

l Asteron, John Crosswell, Executive General Manager,  
Life Risk

l BlueInc, Russell Howden, Managing Director

l Coin Software, Darelle Jenkins, Managing Director

l Deloitte Actuaries and Consultants, Anthony Asher, 
Principal

l Gen Re, Michael Molesworth, Managing Director

l HCF Life, Roy O’Donnell, Business Development 
Manager

l ING, Gavin Pearce, Life Risk Executive Director

l Insuranceline, Brad Goldschmidt, Joint-CEO

l Macquarie Life, Adam Lane, National Sales Manager

l Munich Re, Roger Garrett, General Manager, Life

l NMG Consulting, Mark Prichard, Director

l RGA Re, Pauline Blight-Johnson, Managing Director

l Risk Factory, Graham Burnard, Managing Director

l Swiss Re, Neil Sprackling, Director

l Swiss Re, Chris Suthons, Vice President, Business 
Development

l Tower, Brett Clark, CEO, Retail Life

l Tower, Andrew Boldeman. Head of Group Life

What is your view on the current state of the life 
insurance industry within Australia?

The industry is very vibrant right now – as vibrant as I’ve seen 
it in the last 20 years. There are some challenges that the 
industry needs to think through, in terms of how to deliver a 
return on capital.

“It’s one of incredible change right now. I think the life market 
has been one which, historically, has been defined by adviser-
based distribution and largely been sleepy and ignored by some 
of the larger financial institutions. Some of the things we’re 
seeing now are broader based distribution frameworks being 
developed and direct-to-customer frameworks are becoming 
extremely popular – it’s certainly becoming a competitive 
battleground. The adviser market is still the largest by size (in 
terms of in-force premium, which in some respects, reflects its 
history), but these other markets, like direct to customer and also 
group (through superannuation funds), are becoming increasingly 
large life insurance markets.”

“It is quite an interesting market right now. I suppose it turned 
from being, what has been a sleepy part of the financial services 
industry, to one being quite vibrant. A lot of good people are 
coming into the industry, owing to other parts of the financial 
services landscape being under pressure. We are also seeing 
companies investing significantly in technology. I think probably 
life insurance has generally lagged from a technology standpoint, 
but the last 12 months in particular, has been one of rapid change 
in technology-led consumer and adviser solutions. It has been 
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largely ‘front office’ to date, so it has been very much sales and 
growth focused. I think some of those initiatives will extend 
beyond the front office in time.

“I think the summary would be it’s an industry that’s growing 
significantly (double-digit growth). It’s more competitive than 
it’s been for some time, because it went out of fashion and now 
it’s come back into vogue. There are genuine questions about 
what return you can get on your capital, so I’d say it’s a good 
place to be in the current environment. We’ve got some 
challenges that the industry needs to think through, in terms of 
how you deliver a return on capital. Those who have got capital 
will be comfortable to invest in the industry.”

“A lot of life insurance growth over the last few years has been 
generated by compulsory superannuation, which has led to a 
market awareness by consumers and a good base from which the 
financial services industry can build and grow. I think there’s 
been a lot of opportunities for anyone who has been playing in 
this space. The adviser and distributor are no different to the 
manufacturers – they’ve both had to make priority calls about 
what they can and can’t do. My experience both in running life 
insurance companies and general insurance companies is, as the 
economy goes through cycles, in the down cycles, customers 
tend to buy more protection and distributors tend to be more 
aware of protection, so we (the life industry) tends to be counter 
cyclic. I would say in the last 12 months we’ve seen an element 
of that and probably a more extreme element compared with 
what we might have seen when there have been other downturns 
in the market, but it’s essentially the same effect.”

“In lots of ways, despite there being probably more advancement 
in the last couple of years than there has been in the last 50 years, 
by way of electronic applications and the like, it’s still a very 
stagnant industry, especially in a distribution sense. My guess is 
as soon as investment markets start to recover, organisations will 
quickly switch back to being very investment focused and risk 
sales will drop back to being 10–11 per cent p.a. growth – the 
typical trend.”

“It’s been an industry, that despite all the attempts, it has not 
been able to really grow the take-up of its product, despite a 
massive market need. The real success has been in the so-called 
direct products. This may make a lie of that old adage that 
‘insurance is sold, not bought’. There’s plenty of people 
watching daytime TV that think to themselves ‘I better pick 
up the phone and do something’ and buying essentially a 
second-rate product at double the price. If you go to Company 
X and get a full retail product, it will be fully underwritten 
with all the bells and whistles at half the price for similar cover 
that you’d get through Company Y. Are people happy to pay 
a premium? They probably don’t know they are paying too 
much, but it puts lie again to the point that insurance is too 
expensive, because these people are paying much more than 
what they should. Maybe they are buying the simplicity (10 
questions, no blood tests, no doctors and they’ve got their 
insurance), which makes it sound easy. Most insurers can now 
do the same, but they’re generally poor at articulating that 
message. You go to Company X, answer 10 questions online, 
fully underwritten and you’ve got your policy if you are 
essentially healthy. So whether it’s through excessive product 
complexity or too much focus on the adviser channel, or 
whatever, the industry is failing to innovate and get into those 
new market opportunities.”

“I think the life insurance industry is prospering out of the 
economic downturn, because advisers, being the type of 
resourceful people they are, are looking to diversify income 
streams. They are looking at declining revenues from declining 
funds under management, so they’re looking at life insurance. 
We’re seeing growth in new business and in-force premium.”

“The market has got the well-established players like Company 
X for example, sitting on an absolute river of gold in terms of 
their in-force portfolio. They have purchased life offices along 
the way, so they’re working on how to make the most out of 
that. At the same time, you’ve got new players like Company Y 
coming into the market and actually making a pretty good fist of 
it. They’re getting some traction there in terms of new business 
and making the most of not having a legacy book. They can 
have a very sleek and modern back office. They can also have 
new approaches to product design and the like and don’t have to 
commit a lot of resource into business compliance and systems 
consolidation. This is where the market is headed.”

Central themes

l The life insurance industry, for a long time, has been sleepy 
and perhaps complacent.

l Life insurance front office activity is strong – more attention 
needs to be given to the back office.

l There has been sustained growth in the direct channel with 
new players who have slick processes supported by modern 
back office systems.

l The industry is providing an attractive investment 
opportunity with sustained double-digit growth.

Action steps

l Acknowledge the move of superannuation funds beyond 
group life and away from sole purpose.

l Life insurance attracts more investment in support of a 
sustained improvement in the levels of insurance across all 
consumer groups.

l Look at how back office systems can be made more flexible 
and efficient to provide improved levels and quality of 
service across all channels.

What trends do you see emerging in the life 
insurance industry within Australia?

Life insurance has got to be easier for people to access and 
update. The other thing is that in our industry, we’ve sort of lost 
a generation of the market. A lot of the Generation Y people 
nowadays don’t have any life insurance.

“I think there will be some new providers in place, other than 
the traditional ones. Be it Company X, or be it Company Y, or 
organisations like that, rolling out products where there is 
simplified underwriting, rather than direct products, where they 
ask 10 questions and as soon as you say yes to one of the medical 
questions, it’s declined. The trend will be towards products 
where it’s underwritten but using reflective questioning in the 
rule engines. It won’t be as complex as the current rules engines. 
We were chatting to a reinsurer recently and they’ve got a rules 
set that’s much simpler than is currently sitting around a lot of 
the retail offerings. Something like that could be brought out 
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around a Group style product. You will still end up with the 
full-featured retail product (with a great deal of complexity and 
probably very complex rules engines determining that), some 
simple point-of-sale type of direct products that I think will fuel 
the growth in this middle market.”

“What I’m seeing at the moment is apprentices coming through. 
The advisers that have been concentrating on life insurance are 
at the older end of the spectrum. I think that this economic 
downturn has actually changed the way some of the younger 
people in the industry think – that a job as a life insurance adviser 
actually might be a viable career option. This may be a new lease 
of life in terms of attracting talent to the distribution of life 
insurance. We are definitely seeing this demographic change in 
our stakeholder base.”

“Life insurance has got to be easier for people to access and 
update. I think you’ll see that if you go to most websites (whether 
it be distributors or manufacturers) and read their ‘visions’, a lot 
of them are using easier words. It’s actually got to be more easy 
for people to access, update and understand. I think you’ll see 
more people will take more control of their buying decisions to 
buy a certain amount of risk cover and then people will need 
(some) dedicated advice.”

“The other thing that I would say in our industry is we’ve sort 
of lost a generation of the market. A lot of the Generation Y 
people nowadays don’t have any life insurance, apart from what’s 
in their superannuation. Generation Xs and Baby Boomers tend 
to have some that their parents bought for them and it became a 
natural trigger point where they thought about it again. This 
dynamic is not happening in the same way for Generation Y. 
There will be trends to address this ‘lostness’ in the future.”

“The other trends are there will be more channels through 
which people access life insurance. You might get varying 
views on this of how much will come through someone’s 
superannuation, how much they will get direct and how much 
of it they will get through the internet versus how much they’ll 
get through face-to-face advice. I think we are seeing a trend 
(that no one here could have as rapidly predicted) towards the 
direct side. It comes back to the thing that it’s not like a car 
where you wake up one morning and think, ‘I need more 
control over my transport, so I’ll go and buy a car’. People 
don’t just wake up and say, ‘I think I need life insurance’ unless 
they see the next door neighbour ‘kick the bucket’ or have a 
serious accident.”

“In the advice part of the market, I think speed of delivery is 
going to be critical. This is certainly an area we’re paying a lot of 
attention. I think good advisers will do very well. I think in 
terms of adviser-based distribution, we are seeing the emergence 
of the ‘e-adviser’ and I think we will continue to see the 
emergence of these types of groups and offerings. There are a 
number of them in the market right now – this will grow.” 

“I would say that what is currently emerging, and what will 
continue to emerge is really driven by distribution. If you 
segment the market up now, what’s happening is not really 
being driven by what products are available. Australia has a 
sophisticated range of life insurance products – sophisticated as 
anywhere else in the world. What we are getting much better 
at is working out how you distribute those products to the end 
consumer. If you go back 10 years, the business was 
predominantly sold through the advisers and a small proportion 

being distributed via Group. Now we are seeing the emergence 
of a number of other channels. The advisers will remain strong 
and continue to be so – it will keep growing at a steady rate. 
Group will get stronger and then you’ve got what people 
broadly describe as the “direct channels.”

“Ten years ago that would have been direct marketing (sending 
out a mail shot to a bank customer and see if they respond) the 
market has moved on hugely since. This is where I would say 
most of the development work and most of the acquisition work 
that’s taken place in the market was driven. If you just look at 
what Company X has done by buying Company Y; that’s a 
distribution play as much as anything – it gives them access to 
even greater distribution than what they already had and puts 
them into segments of the market they may not have been as 
strong in. That’s where the market is heading and that, for me, 
is probably going to continue to be the biggest trend that defines 
what companies do here and how much new business growth 
we will see.”

“I see a short-term trend where the independent financial 
planners will be playing a bigger role in risk insurance. The 
possible change in the fee structure is going to make it difficult 
for people to justify going to a financial planner and saying ‘I’ve 
got $200,000 to invest’ and the planner saying, ‘That’s terrific, I 
can’t make commission anymore, but I’m happy to charge 
$1,000 per hour to come and give you some advice.’ Will this 
work? Will more people be willing to pay someone to provide 
advice on what risk cover they need – I just don’t know.”

“On a more longer term view, I see the financial planner 
playing a lesser and lesser role, because I think it will become a 
fee-based business going forward and people are not going to 
pay $300–$400 per hour to be sold a product they can buy 
over the internet or phone for $250.”

Central themes

l Demographic profile of the adviser community will change 
more markedly than in recent years along with a changing 
role.

l Development of more, and different, routes to the 
consumer market.

l Growing influence of the superannuation funds – not just 
in group life insurance, but also potentially in the retail 
individual life insurance market.

l The entry of new non-traditional entrants into the life 
insurance market.

Action steps

l Analyse the effectiveness of new entrants into the market 
and how that can help the life insurance industry as a 
whole.

l Consider the ramifications of superannuation funds role in 
providing more “retail type” products and services to their 
members.

l Examine the potential of life insurance being marketed, 
distributed and sold via non-financial services organisations 
(e.g. supermarkets, telecommunication providers, 
educational institutions and the like).
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What are the critical success factors in  
your business?

We’ve got to have manageable and acceptable costs, such 
that we can ‘hand on heart’ tell the consumer that we are 
delivering value.

Our technology is important because it’s what is servicing 80 
per cent of our customers. It’s their key touch point with 
Company X.

We need to make the process a lot easier.

“The key thing for me, that I think will underpin our medium 
term and longer term success, is service excellence – we are 
really trying to ramp up our service capability. We are focused 
very much on that as well as simplicity in terms of our operating 
environment. So, pertinent to this report, simplicity of our 
systems environment is critical. Many Insurers in the market will 
have legacy product and legacy system issues (through acquisition 
or otherwise). We are no different. If we are going to deliver 
operational excellence, we need to simplify our work for our 
people, to give them a better operating environment, so we are 
spending a lot of time thinking about that.”

“You’ve got to have access to distribution and you’ve got to 
maintain that distribution support and the consistency of that 
support. And, we need to make the whole process a lot easier, 
so that the distributor and the customer are comfortable dealing 
with us and continue so see that what they’ve got provides them 
with value. We’ve got to have manageable and acceptable costs. 
We’ve got to make sure we don’t do anything stupid and have a 
whole heap of claims. If you go back over time in our industry, 
there are periods of time where the industry has lost lots of 
money. Whether it has believed its own rhetoric or whether 
you’ve got an imbalance between check and balance functions 
and the revenue generating functions, there are tracks of time 
where the industry has made the wrong assumption or got the 
pricing wrong and lost a truckload of money. Fortunately they 
had been attached to businesses that have had wider streams of 
income and, as such, did not kill themselves.”

“One of the other success factors is sustainability or consistency 
of the business you are winning. The business that is putting 
together a product and pricing it with a view to the fact that 
they have delivered something that the end consumer wants and 
is “cheap”, makes no sense if the end consumer suddenly realises 
they didn’t want it and then lapse or cancel. If this occurs too 
often we all lose. Insurers and reinsurers lose; the end consumer 
ends up losing because the cost of the lapsing ultimately gets 
picked up somewhere else. Therefore looking at what you’re 
doing and making sure that the way you sell, the channel you 
use, is going to end up with the end consumer taking up the 
product they believe they need, is absolutely critical.”

“For us, because we are primarily direct, it’s the need to ’meet the 
market’. It’s working out how to speak to customers and it’s 
making sure that we’re speaking at the right level to our customers 
as well. We are still working a lot on that. We as a manufacturer 
are quite different. Even though we are direct, our offering is 
more like what an adviser would do (relative to what else is out 
there in direct) and it’s positioning is poised in such a way that 
people can better understand the range of products we market.”

“Our technology is important because it’s what is servicing 80 
per cent of our customers. It’s their key touch point with 

Company X. To our customers, in a real sense, it’s the web, the 
interface, the service they get and the fact they’re rarely going to 
actually speak to a person – so the technology is critical. The 
other one would be our call centre for those people who do 
actually speak to a person. Obviously volume is the ultimate 
success factor, but it’s got to be the right volume.”

Central themes

l Access to effective distribution channels is more important 
than life product innovation.

l Customer service will be the key differentiator.

l Technology is playing a more important role when dealing 
directly with the market.

l Ensuring the product is the right product for the market.

l Ensuring it is priced and positioned correctly.

Action steps critical success factors in steps

l  Take a fresh look at the range of distribution channels 
currently operating – are there too many or not enough?

l Customer expectations are becoming more sophisticated. 
The industry needs to consider the current mix between 
technology and human involvement and to determine its 
efficacy in meeting customer’s requirements.

l Introduction of more initiatives aimed at looking at 
customer’s needs rather than the sometimes-competing 
needs of various distribution channels and associated 
stakeholders.

l Look at ways of improving and implementing more 
efficient customer support systems.

What is more important, distribution channel or 
product design?

For Fintechnix it’s the distribution channel, because it ultimately 
talks to the end customer. The market, until relatively recently, 
spent far more time deciding what product we thought worked 
for the end consumer, without necessarily properly understanding 
what they really needed.

The secret of growth is finding new channels to engage with 
effectively.

“In the broader sense I believe that product is becoming a 
commodity, but what you can do with your product and the 
flexibility of your product will become an entry card. If you 
haven’t got it (i.e. product benefit/feature) and it doesn’t get to a 
certain level or a certain degree, then you will be out of the game. 
Then it comes down to having sufficient of the right quality and 
the price distribution. The reality is that the day that our life 
insurance is bought, not sold, is a long way off. It still has to be 
sold. This is part of the reason why we have the massive level of 
underinsurance that we’ve got in Australia. We wouldn’t have the 
situation where the industry has only paid approximately 30 claims 
following the Victorian bushfires earlier this year.”

“Distribution for us is much more important – we are thinking 
a lot about distribution. Across the various market segments – 
direct to customer, adviser and institutional/wholesale. For an 
organisation like ours, distribution is critical. We are not a large 
bank, we don’t have that retail distribution footprint, so our 
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own distribution and outlets are critical for us. We think a lot 
about operational excellence and distribution.”

“For a reinsurer, it’s about product design. The number of 
significant direct writers is only about 10. You don’t have to 
have a particularly sophisticated distribution channel to get into 
the ear of 10 people. Most insurers, if they are thinking of 
changing their reinsurer, will call a tender, so whatever the level 
sophistication of your distribution channel(s), you are going to 
get the tender documents. I think distribution channel has a little 
bit more importance in maintaining your existing business, but 
it still lags in my view. If you are an insurer, your distribution 
channel is far and away the most important consideration.”

“I think the secret of growth is finding new channels to engage 
with effectively and, if anything, it’s ‘de-tuning’ products to 
make it more accessible, is probably the key rather than 
anything else.”

“If you look at the direct products that have come out over the 
last couple of years, there’s nothing particularly innovative 
about the products themselves. They are actually stripped back 
versions of products that are always sold in the adviser market; 
products that were actually being sold when risk insurance 
started to take off some 25 years ago. It’s not ‘back to the future’ 
of today, but it is trying to say, let’s keep things real simple, 
because in a ‘no advice’ world (i.e. in a direct to consumer), 
you need accessibility and you need ease of understanding. If 
you complicate either of those, it’s going to switch the end 
consumer off. 

What’s changing is, there’s a great old phrase that’s tossed 
around; ‘life insurance is sold, not bought’. I think we are starting 
to see that changing. A lot of that’s happening with some 
companies who are actively advertising and they’re getting 
people phoning in of their own volition, looking for the best 
product to buy. 

Five years ago it would have been laughed out of the room, but 
people have really questioned whether the life industry would 
have been able to take a stranglehold on the market and the 
irony of the environment at the moment is that people do start 
to look at what their risks are and how to protect them. It doesn’t 
have to only be life insurance, but also products like income 
protection. In the last 12 months we’ve never seen so many 
requests from the market for looking at how unemployment 
insurance can be provided.”

“As a so called ‘direct player’ in the market we rise or fall on the 
strength of our route to market. The product, in this case risk 
insurance, is simply a commodity”

“Distribution channel is key, because people will buy the best of 
what they’re sold. Our products are designed around our 
distribution system. We do not take a product and squeeze it 
into an envelope or put it on TV. Rather we say, ‘We’re running 
a TV ad, people have to see it in three minutes (and understand 
it in 10 seconds), now what product can we develop that can 
meet the need of the consumer?’ The reason why products are 
complex at the moment is because (for the most part) the 
financial planners have to sell them. If I’m a financial planner, I 
want something complex; make it look like it’s complex and I’ll 
explain it simply, so that when the client leaves they think that I 
did a good job at explaining the product to them.”

Central themes

l Life insurance is a commodity.

l Distribution channel is king.

l The dominance of sales by advisers is falling.

l The life insurance offering needs to be simplified.

Action steps

l Aim more efforts at end customers rather than advisers.

l Simplify the language and process of purchasing life 
insurance.

l Beyond the direct product now available, streamline the 
message and process for consumers purchasing more 
comprehensive risk products like trauma and income 
protection.

l Recognise the opportunity to address the market more 
effectively by using multiple distribution channels.

Straight Through Processing (STP) what does it 
mean to you?

For me, at Fintechnix, STP is the ability to quote, produce an 
application form, underwrite, acceptance, billing, policy issue 
and linking into the Life company back-office in real time. 
STP (to me) means a system of processing life insurance 
proposals with a minimum of human intervention, preferably 
with the information being keyed only once into any form of 
data retention.

“Essentially it’s getting a decision on the case whether you’ve 
accepted the client, loaded or whatever – that’s the key. There are 
a number of groups that go as far as policy issue online and there 
is a number that don’t. Company X, for example, will give you a 
decision but then someone has to key it into their administration 
platform that issues the policy documents, but I think that’s a bit 
of a moot point. As long as you (the consumer) know you’ve 
been accepted and you’re on risk cover, so what? The policy 
documents will flow on to you in due course. To my mind it is 
about the underwriting decision. Have I been accepted, and if so, 
what are the rates, exclusions and whatever – STP is the ability to 
do that. If you can print out the policy document there and then, 
great, but as long as I know I’m on risk, then that’s the key.”

“To me it means a system of processing life insurance proposals 
with a minimum of human intervention, preferably with the 
information being keyed only once into any form of data 
retention. The data is put in once and is processed from the 
Adviser laptop to the Insurer’s back office.”

“Could this definition be extended to the adviser and the client? 
It could and we are quite heavily involved in this area. It hasn’t 
been done to my knowledge yet (and not by us), but it could. A 
client wouldn’t normally need an adviser sitting beside him to 
key things into a database. I remain sceptical whether the 
questions about straight-through processing are important. 
Whether new and upcoming generations will buy insurance in 
significant volumes this way, without some kind of prodding, 
remains to be seen. Be the relationship through their affinity 
group, or telesales (which I think is the coming thing) or the 
traditional adviser – is STP vital? 
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Could this be done on the web? I see increased web use in my 
own children, I buy things on the web myself, but I really can’t 
see for many a long year yet, too many people going home and 
saying, ‘I’ve got a free couple of hours tonight, I’ll get on the 
web and buy some life insurance.’ I just do not see it happening. 
It could well be that people who have been approached by an 
Adviser, may go on the web to check the validity and economy 
of what they’ve been told.”

“In a mechanical sense STP means someone puts data in once, it 
goes into the system, it’s used for everything it needs to do and 
gets into the back-end systems of the organisation, as close 
enough to real time as you can make it. If you ask the customers, 
it doesn’t have to be in actual real time so long as they get the 
quote, get the documentation at the right stage and they know 
they are insured.”

“A lot of the discussion around  STP has been front-end focused, 
so inevitably it has been around the sales process (or the 
application process). STP in this sense means, the ability for an 
adviser to submit an application to a life insurance office and for 
that to be issued straight through without manual handling. In 
practice that is very difficult to achieve, given the nature of the 
product (it needs to be underwritten), but at the heart of straight 
through processing has been development of underwriting rules 
engines. Over the last 12 months to two years, STP, and slick 
front-ends for the adviser have been where life offices have 
made their technology investments.”

“Set against the background of STP the complexities of life 
insurance is in the underwriting, but I’m sure you could develop 
(and I’m sure it’s been proved that you could develop) an almost 
fully automated underwriting system. You teach these things to 
learn, so every time you get a particular combination, you give 
it an answer and the next time you don’t have to do it again and 
you cannot tell me that they are all unique.”

“My sense is that the discipline in the industry is really not very 
strong. One of our guys came from the superannuation industry 
and said he was shocked by the laxity in the data management in 
the Life industry as a whole. When I have uncovered pricing 
errors, the response has generally been, ‘Don’t tell me about it,” 
rather than, ‘Let me fix it.’ It’s too complex, and in most 
instances, I don’t think there’s enough assertion by management 
to say, ‘We are going to measure these things; we’re going to 
drive the costs down.’ They don’t have to, because unlike say 
industrial manufacturing, they don’t have competition from the 
Chinese. The type of approach they have in financial services is 
that you’ve got four other organisations that are competing with 
you and consequently that doesn’t drive efficiencies.”

“In terms of STP, real time is not all that critical I would have 
thought – it could be overnight. It’s not like the equities market, 
where prices change intra-day. Even with managed funds, they 
only do daily pricing. The issue the industry has never conquered 
really is electronic signatures/approvals.”

Central themes

l STP means different things to different people.

l Real time processing is not as important as entering the  
data once.

l Automated underwriting is a key element in the process.

l STP is able to bypass the adviser and connect with the end 
consumer far more than short-form product.

l Nobody is really doing it yet.

l Cost pressures and improved efficiency have not been a 
priority in the past but they will come and then STP will 
gain importance.

Action steps

l Use STP more often to better engage with the end 
consumer.

l Link STP to other tools and services to provide better 
support and understanding for the end consumer.

l As more STP and related initiatives are introduced by the 
industry, Life offices should share the time and cost savings 
with consumers.

l The industry needs to measure efficiency as an element of 
service quality. STP provides a significant opportunity to 
achieve this.

What are your views on in-house developed 
systems vs. external packages?

Everyone who has been in the industry for any period of time 
has got a heap of expensive systems, but haven’t got the flexibility 
or the capability that, anyone who runs an internal workshop, 
will say they need.

It depends where your expertise lies and what the need is. We 
are a life office, not a software developer, so we lean towards 
using external vendors where possible. That being said, there are 
some things we prefer to keep entirely in house.

“I think it depends whether you are a mature life office or a 
start-up. I think if you are a start-up, you would have to have a 
very solid business case to build it yourself and, for buying off 
the shelf packages, I think start-ups are the natural client. You 
think about start-ups in recent years, a couple of companies I 
know have been buying some off-the-shelf packages, and for 
those organisations, it’s entirely appropriate. 

For more mature life offices, it’s a tough ask buying off the 
shelf, I believe. Many large and mature life offices have been 
through a number of acquisitions. They have multiple legacy 
systems and they are looking to simplify their world, so any 
organisation, which is pitching IT solutions to me, needs to 
pitch simplification.

How is the package going to simplify my world? That’s the 
play. For mature organisations, in the life office sense, it’s 
difficult to buy off the shelf systems, given the legacy that’s 
built up over time. There’s substantial risk in buying off the 
shelf. Usually significant risks are created in customising off the 
shelf packages.”

“It’s enormously difficult to decide whether you’ve got a good 
IT group or not. If you’ve got an internal IT Department that’s 
not good, how do you fix it? How does a non-IT specialist fix 
it – it’s impossible. On the other hand, if you outsource it, how 
do you make sure that they’ve got it right? If they get it wrong, 
how do you fix it? I think if you outsource, you’ve really got to 
be sure that you can recapture easily, so the files and the programs 
must be thoroughly documented, and that’s the case whether 
your system is in-house or outsourced. If I was a CEO of a 
brand new life company I would buy it off the shelf. I’d buy the 
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system from a vendor who has already done the work, but would 
definitely retain the rights to the data and the programs.”

“A general comment on systems … everyone who has been in the 
industry for any period of time has got a heap of expensive systems, 
but haven’t got the flexibility or the capability that, anyone who 
runs an internal workshop will say, they need. It (life insurance) is 
a challenging product for systems to manage, because we do a deal 
and that deal is there for 60+ years. We need to track everything, 
we need to hold everything – it’s not like a lot of other products. 
Whether a system is an in-house system or a package, I’m neutral, 
provided it meets my business needs. I think the other generic 
comment is most of us have had poor experience with systems, 
whether they were in-house or packages. You start a project and 
they (in-house IT or business users) inevitably change scope, 
change cost and change delivery dates. I think if you talk to the 
executive teams of most financial services companies, they will 
say, ‘Well that’s standard,’ and people seem to accept that sort of 
stuff, when we really shouldn’t. 

If you can pick up a package and implement it as it is, that’s 
fantastic, but issues seem to come in the customisation of the 
package to suit your business processes. Consequently you 
suddenly end up with a package, but it doesn’t look like a 
package, because your version is different to X’s version or to 
Y’s version. Then you start having the one-off cost type things 
attached to it, so I’m just not aware of a lot of packages in our 
industry that are actually packages. Probably the area in our 
industry that has less technology than any other is claims 
management. You would think that there would be a package 
that we could all use, but I bet you everyone would write 
different specs for the thing.”

“Given our reputation and strength of brand in the market we 
build our own systems. As our business grows we may need to 
review that.”

“As a reinsurer we’re not directly impacted by the front end or 
back end systems that the life companies have. We of course are 
affected to the extent that the data that we receive on the business 
we reinsure comes out of a system. There’s been an immense 
amount of investment in improvement of this over the last five 
years, so I think we’re now seeing good data coming through. 
Traditionally the reinsurer has been at the end of the value chain 
and as a result what’s popped out of the back end of the system 
has not generally been of great quality.”

“That has changed hugely and I think that when we look at new 
opportunities, whether it’s with a life company or even with a 
distributor, making sure we’ve got good data to work with is a 
fundamental part of our due diligence. We’re not in a position 
really to be able to comment on the quality of those ‘in house’ 
systems, and even if we were, it’s probably not appropriate to do 
so. The point is we just don’t get enough direct exposure to it. 
I would say there’s been a lot of investment in that, in the last 
few years, particularly with all this straight through work that’s 
been done as well, but if you’ve got a low quality front-end or 
back-end system, then trying to put a ‘straight-through’ in the 
middle of all that is going to be a bit difficult.”

“I would say the difference is, in quality of management of 
information coming from newer systems is obviously better; 
miles away from the old legacy platforms.”

Central themes

l Many organisations have big high cost systems that do not 
deliver the flexibility needed to address emerging business 
needs.

l External packages can be attractive, but customisation to 
suit the business needs to be carefully managed.

l Claims management has not had the attention of investment 
in technology

l The question of in-house vs. external package can depend 
upon the maturity of the business and the existing 
environment.

Action steps

l Explore how current systems can be better streamlined to 
give flexibility and improved functionality and be 
augmented with new packages.

l Recognise and address the fact that the new players are 
gaining an advantage through more effective technology 
and packages.

l Technology companies need to better understand and 
articulate business benefits to life offices.

l Many superannuation funds over the years have outsourced 
multiple business processes (e.g. administration, customer 
care, and technology). Is the life insurance industry able to 
do something similar?

l Everyone in the systems ‘value chain’ needs to be more 
focused on what is involved in systems implementation and 
the long-term ramifications.

How would you rate the quality and efficiency of 
your front and back office processes?

We are seeing companies investing significantly in technology. 
Life insurance has generally lagged from a technology standpoint, 
but the last 12 months in particular, has been one of rapid change 
in technology-led consumer and adviser solutions. It has been 
largely front office to date, so it has been very much sales and 
growth focused. I think some of those initiatives will extend 
beyond the front office in time.

1 = poor 10 = excellent

Front office 6 to 7
“In terms of how we are operating right now, we’re working 
reasonably effectively, but I just don’t think it’s anywhere near 
the level of effectiveness that I would like to see. For me that’s a 
B+/C- type score, but I want to move up. We’ve made some 
good progress, but we’ve got so much more to do.”

Back office 5
“I think this score reflects two things: life insurance has 
traditionally been a culture dominated by sales, hence investment 
in “front office” rather than “back-office”, and, in recent times 
there has been much more investment in “front office” again, 
hence the higher score for “front office” rather than “back 
office.” The product complexity in the regulatory regime around 
products and product rationalisation just leads to complexity in 
the back-office and the business cases for payback, when they 
stack up against sales-related business cases, don’t often rate, so 
they (spends in back office systems) need to be compelling.”
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The front office 7 or 8
“It works well, it’s reliable and we get a very good percentage of 
our business directly through it (with no human input). It has 
the flexibility to provide the adviser with the ability to do 
business the way he/she wants to, where he/ she wants to and 
when he/she wants to.”

The back office 2 or 3
“Systems over the years were never completed. We have lots of 
manual processes and multiple legacy systems. Back office is 
generally an area that our industry under-invests in terms of 
capability of systems and capability of people.”

Front office
Quality and efficiency ratings – Highest 9 Lowest 6

Back office
Quality and efficiency ratings – Highest 9 Lowest 2

Central themes

l Front office has been the focus of investment in recent years 
and consequently is regarded as more effective than the 
back office.

l Sales improving related investments make for a more 
compelling business case than investments in back office 
systems.

l There is more scope for improvement in back office than 
front office systems and processes.

Action steps

l Explore back office systems to improve cost of operation 
and flexibility.

l Improve the interaction between technology and people. Is 
the current mix right?

l Life offices need to review current relationships with 
technology providers and demand more involvement and 
input in improvement of back office processes.

Which organisations in the life insurance 
industry do you believe are making a difference?

The way the market has consolidated in recent years, there’s not 
a player left who is not committed to developing their life 
business in a very positive way.”

“They are committed to the market, they see the opportunity, 
they are investing in technology and they’re trying to diversify 
distribution.”

“In the manufacturing space, Hollard is a good example of 
someone who has come into the market, identified some ‘blue 
ocean’ and they are doing well. Insuranceline and Real 
Insurance really dominate that world now and they are both 
organisations that are pretty solid. In a product manufacturing 
context, up until recently, I thought Aviva were one of the 
savviest organisations. Macquarie Life are doing well in a 
manufacturing sense, particularly in terms of the market that I 
am responsible for. Aviva and Macquarie are probably two of 
the standouts. In the direct to customer, Hollard are doing a 
good job. NMG, from a consulting/advisory type have carved 

themselves out a decent niche. In the context of the front 
office AllFinanz have been doing well. IRESS is a key 
organisation for us, we pay a lot of attention to IRESS and 
they’ve done quite well. IRESS and COIN dominate that the 
desktop market now.”

“I’m going to give you a politician’s typical answer … it wouldn’t 
be right for us to express our views, in this sort of environment, 
on individual companies. When I came here there were 37 to 38 
life companies selling business here; we’re now down to a dozen 
or so and I would say that all of those organisations are focussed 
about what they’re doing. They are committed to the market, 
they see the opportunity, they are investing in technology and 
they’re trying to diversify distribution. Just take the example of 
NAB’s acquisition of Aviva. Aviva was a big committed part of 
the Australian marketplace and NAB is picking up an extremely 
good acquisition in terms of its business, its people and its 
systems. So the market is not littered with organisations that are 
‘lollying around’ not sure what to do or not focused.”

“I think the Rating agencies have a big influence. Personally I 
don’t believe it’s a positive one, because they are causing people 
to design product complexity to get rating points. They have a 
big influence, but it’s not a healthy long-term influence for Life 
industry as a whole.”

“There are selected consultants, like NMG, who run quite 
complex industry surveys and they are having an impact, because 
insurance executives and boards read them and want to be 
number 1 in them, so that has an influence – sometimes that’s 
good, sometimes that’s bad.”

“The industry super funds, I think, are doing exactly what you 
would expect them to be doing. Industry super funds are clearly 
directly competing for their share of the marketplace. They 
compete for investment dollars and an increasing amount of life 
insurance is done through them, so they are basically having an 
influence on where people’s main relationship is. In the past it 
might have been a life company or it might have been a bank. If 
you then look at software providers who are providing things 
nearest to the customer, I think they have had quite a lot of 
influence in recent times (with rating engines by companies like 
Coin and IRESS etc) who come with tools that’s about the 
front-end of the business. I think a lot of the development dollars 
and thinking of companies has gone into the front-end of the 
business in the last few years.”

“You’ve got companies people like Tower who have been 
focused on life insurance, when a lot of the others have had life 
insurance and Investments and superannuation. I think Tower 
have created innovative initiatives. I think Tower have had an 
influence on the whole life industry. I also think MLC have had 
an influence because they have taken the high ground on the 
issue of commissions and fees. Some people would say they 
(MLC) are leading and are miles ahead of everyone else; others 
would say they have been suicidal and got too far ahead of the 
pack and we’ll let them go ahead and take all the blame and we’ll 
follow when it all settles down.”

“Groups that I think have a big influence on our business are the 
banks, because they control a lot of the customers and they 
know a lot more about their customers than a life office typically 
would, due to the fact that a lot of customer information with a 
life office actually resides with the distributor or the dealer group 
rather than the life office.”
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Central themes

l New entrants into the life insurance market have been good 
for the industry.

l New entrants have in many cases been successful in 
expanding the market.

l Superannuation funds (specifically the industry funds) are 
making a difference in the way life insurance is bought 
within the market.

l Rating agencies influence is strong.

Action steps

l Learn from the way that new entrants have been able to 
successfully establish themselves in a market that is busy 
consolidating.

l Assess what is required to diversify so as to compete 
effectively with new entrants or leverage innovations in 
technology.

l Focus on the technology pieces that are making a difference 
and develop a strategy to implement them.

What are your business priorities over the next 12 
months, two years and five years?

In 12 months’ time that our various distributors would see us as 
delivering good quality service. In two years; that I have solved 
the problem of how to sell life insurance to ‘Generation X and 
Y’. I think they are significantly underinsured.

In five years’ time, that we genuinely have the capability to take 
differentiated product and service offerings to different 
combinations of market segments and channels.

“I want to achieve a number of things in 12 months and two 
years’ time, but probably the two most important things would 
be to have our people understand their purpose and their 
singularity for the business. At times in our past, there’s been a 
bit of a horizontal expansion rather than vertical expansion (let’s 
do what we do really well and we know what that is), so having 
that clarity of purpose among our people would be really 
important for me. I think, associated with that, is less complexity 
and greater margin. Within 12 months, we have some certain 
objectives around the organisation, which are growth orientated. 
From a retail life perspective, if I leave in three to five years’ 
time, I would want to be known as leaving Company X as the 
Number 1 retail life company in Australia. Currently, depending 
on which metric you use, we are somewhere between number 
1 and number **.”

“Our priorities are the same for the short term and long term. 
There are three things that we want to achieve; increase in customer 
satisfaction, growth and improve cost-to-income ratio.”

“As an established life office with a strong brand in the market 
our priority over the next five years is to develop new routes to 
market and grow new business.”

“I sort of came to the conclusion, a few years ago, that nothing 
changes awfully fast in the Life industry, but that’s probably 
not right. In the last year or two, there’s been massive change 
and I think that will continue. What I’m really optimistic about 
is opening up of the “mass market” that is, middle Australia. 
There’s a real focus on that at the Life industry level. Some are 
doing it better than others; some are hindered by legacy 
systems, traditional advice distribution channels, channel 
conflict issues and so on, but I think there’s are real focus about 
that opportunity and I think Australia is going to be one of the 
first markets to do it well”

“At a high level the priorities, in two and five years’ time, are 
to lock in current retail market share at or near its current 
level and to grow our group business, which is less significant 
at the moment.”

“The total insurance market is about 5 million individual policies 
and 2 million group, but group is growing faster. We’ve been in 
the right space till now. We’ve got about XX per cent market 
share on retail and only about XX per cent on group, so there’s 
room to move on that, but we need to find and develop 
relationships with any new clients that may enter the market, 
which I think will be very few. The largest single buyer of new 
reinsurance in 2009 is Company X, which is a Company Y 
client as it happens, so the priority for 12 months is to lay the 
groundwork for that and to meet and exceed and current 
shortfalls in our client’s needs.”

“We need to find ways to access new business in different 
markets. To go to the next level we would have to get more 
critical mass (i.e. need to get a larger book of business behind 
us). In five years, I would say that if I were going to give 
indications, 20–25 per cent of my focus would be on efficiency. 
In five years’ time, we are going to be running in a very fast, 
competitive world (a bit like general insurance) and operational 
efficiency will be everything. By efficiency, I mean the ability 
to manage our back office at a pre-specified expense ratio.”

Central themes

l Important to know how to sell risk insurance to Gen X and 
Gen Y markets.

l Big focus on business growth and cost control.

l Need to differentiate offerings and explore new routes to 
market.

Action steps

l Introduce non-traditional expertise into how life insurance 
can be sold to the Gen X and Gen Y markets.

l Develop stronger relationships with special-interest and 
affinity groups.

l Search for opportunities to push business processes outside 
the organisation and cap costs. l


