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What are the different socio-economic groups?
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It’s all about family... 



Let’s meet the Royle Family 
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Baby David – A financial crisis in the making?
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Family Poor Family Low Earner



Getting into their shoes : what are their needs?

• Occupations 

• Financial attitude

• Current life priorities?

• Trust



Money money money 

Jim 

• Claiming long term incapacity 
benefit - £94.25 per week 

Barbara

• Unemployed Income based 
Job Seekers Allowance -
£105.95

• Other benefits entitled to
Reduction in Council tax / 
Housing benefit 

Dave 

• Earns £205.55 per week

Denise 

• Unemployed Income based 
Job Seekers Allowance -
£105.95

• Child benefit amount 37.70

• Children tax credit/working tax 
credit  £97.59

£200.20 £446.79



Can Dave afford protection?
What’s the opportunity cost?

Dave is:

– Married 

– Male

– 32 year old 

– Non smoker

– 2 dependents 

Life cover 100K 20yr £  6.19

ASU (£500 pm/3def period )  £39.06

Critical Illness Cover 20K      £  3.14   

TOTAL £48.39

6%



Time for change?

• Incapacity benefit claimed by 2.6million people

• Costs the government £12.5 billion

• Phased out by 2014

• Replaced by Employment Support Allowance

>25 £65.45pw   <25 £51.85pw

Is Jim concerned?

Claim form



Parents – finances are tough 
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93%

42% 

61%

39%

49%



Risk: larger in absolute terms
larger in relative terms

• Dietary habits

• Heart and Liver disease 

• Obesity  

Smaller 

Benefits?



England and Wales:
Life expectancy at birth by NS-SEC class

Males at birth Females at birth
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Scotland:
Coronary Heart Disease 

http://www.isdscotland.org/isd/3090.html 4.5x

http://www.isdscotland.org/isd/3090.html


Scotland:
Alarming age standardised mortality statistics

http://www.scotland.gov.uk/Resource/Doc/226607/0061266.pdf

10x3x 10x 15x2.5x >4x

http://www.scotland.gov.uk/Resource/Doc/226607/0061266.pdf


Scotland:
Mortality and Morbidity differences 



The UK has an unemployment trap...
...at least it’s smaller than elsewhere
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The unemployment trap 

measures the percentage of 

gross earnings which is "taxed 

away" through higher tax and 

social security contributions and 

the withdrawal of unemployment 

and other benefits when an 

unemployed person returns to 

employment. This structural 

indicator covers single persons 

without children earning, when in 

work, 67% of the average 

earnings. The Low Wage Trap 

measures what percentage of the 

gross earnings is "taxed away'" by 

the combined effects of higher 

taxes and reduced or lost 

benefits. This structural indicator 

covers employed single person 

moves from 33% to 67% of the 

average earnings as well as 

earner in a one-earner couple 

with two children (in the age of 4 

and 6) moves from 33% to 67% of 

the average earnings.

http://epp.eurostat.ec.europa.eu/guip/mapAction.do?mapMode=dynamic&indicator=tsiem060_1


Income inequality negatively affects child wellbeing
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Inequality is 

bad for the 

wellbeing of 

children

UK is very 

unequal

http://www.bbc.co.uk/blogs/thereporters/markeaston/2011/02/happiness_work_sleep_and_bicyc.html


Many in this target segment are not financially 
savvy...
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https://www.wonga.com/


Where did the Man from the Pru go?
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Where do these customers go to buy insurance? 
If it won’t be IFA’s post RDR, then…

• Future entry points: 

– Financial Health Check, 

– CFEB and 

– NEST.

• Role of automated financial advice

• Role of High Street Banks 
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Financial illiteracy: we need to build the bridge 
from needs to products...
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Financial

education
Demystify

• Simplified process

– Regulatory risk

• Simplified product

– Single benefit

– Bundled benefits

• It‟s about distribution…

Keep It 

Simple 

Stupid
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Packaged selling... 
Fertiliser packaging?

• This initiative simplifies the insurance purchase and administration

• The price of the bags of fertiliser include a small premium for 

personal accident cover

• There is no policy documentation – the bag of fertiliser is the „proof‟

• Paid more than 8800 claims by mid-2009, with an average of just 

over £800 per claim

23
http://www.punjabnewsline.com/content/view/19998/38/

http://www.iffco.nic.in/applications/Sankhyaki.nsf/6798d1c6c0a839e765256a73002a6bc3/d4b1139479b37e5a652572ed00308285/$FILE/Annual%20Report_06-07.pdf

http://www.punjabnewsline.com/content/view/19998/38/
http://www.iffco.nic.in/applications/Sankhyaki.nsf/6798d1c6c0a839e765256a73002a6bc3/d4b1139479b37e5a652572ed00308285/$FILE/Annual Report_06-07.pdf
http://www.iffco.nic.in/applications/Sankhyaki.nsf/6798d1c6c0a839e765256a73002a6bc3/d4b1139479b37e5a652572ed00308285/$FILE/Annual Report_06-07.pdf
http://www.iffco.nic.in/applications/Sankhyaki.nsf/6798d1c6c0a839e765256a73002a6bc3/d4b1139479b37e5a652572ed00308285/$FILE/Annual Report_06-07.pdf
http://www.iffco.nic.in/applications/Sankhyaki.nsf/6798d1c6c0a839e765256a73002a6bc3/d4b1139479b37e5a652572ed00308285/$FILE/Annual Report_06-07.pdf
http://www.iffco.nic.in/applications/Sankhyaki.nsf/6798d1c6c0a839e765256a73002a6bc3/d4b1139479b37e5a652572ed00308285/$FILE/Annual Report_06-07.pdf


OUTsurance offers a no claims 
bonus for life insurance...

• Pay premiums for 5 years, 

don‟t claim, and get 10% 

back

• Terminal illness benefit –

pays the life insurance 

benefit a year before death
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Max Vijay takes 15p premiums

• Max Vijay is an ”Insurance Savings Box” which 

covers

– Protection and 

– Savings (described as long-term wealth creation)

• 60 % of the first premium and 90 % of 

subsequent premiums paid by you are invested

• Even though asset values may fall, Max New 

York Life guarantees that such falls will not 

cause the account balance to reduce.

• You have the flexibility to 

pay subsequent premiums as low as Rs. 10/-

and pay as and when you please. 

• There are surrender rules, and there is death 

with addiditional accidental death cover.

• One does not have to pay regular premiums
25



Life Cover given as a mobile 
“airtime benefit”

• Ecolife is given as a benefit to those who purchase 

at least a US$3 monthly airtime package

– Ecolife benefit table shows that an air time voucher of up to 

US$4 would receive life cover of up to US$40. Those who 

part with US$9 airtime would be covered up to US$180 and 

those who spend a maximum US$100 would be covered up 

to US$10 000.

• In the event of the death of the insured, the life 

cover is determined by the monthly airtime recharge 

for the last six months prior to death of the insured.

• Claim qualification is based on a six-month 

continuous subscription to the package

– any skipped subscription invalidates claim capability and 

restarts claim qualification on next subscription. “
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CITIC-Prudential refunds 

premiums if you don’t claim
• Cover 28 different types of illnesses

• A lump sum (15% of the sum assured) 

pays out earlier on diagnosis of 10 pre-

defined illnesses 

• Wavier of premium will be applicable 

and benefits will pay out  as soon as 

diagnosis has been accepted

• Accumulated premium will be refunded 

in full provided no claims has been 

made or pending.

• Premiums are fixed for the life time, 

clients may choose to pay monthly, half 

yearly or annually. 
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An industry body is offering 
financial literacy classes
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AVIVA has found a way to target 
young parents– cover for free!
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Competitions can be used to 
identify potential up-sell customers

• Telephone company sends people an sms 

inviting them to claim free cover

• Those that claim are targeted as they are 

customers who may desire the product
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Would you buy protection from 
an ATM?

• 400,000 insurance policies 

in the last 3 years

• >50% of ATM transactions 

don‟t involve cash 

withdrawal

• Push based sales

• On-sell, up-sell
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Industry initiatives can simplify & 

standardise products
• The Zimele brand aims to help South Africa‟s low income earners, 

those earning R3 000 a month or less, to easily identify those life 

insurance products that meet the Financial Sector Charter‟s minimum 

product requirements of fair charges, easy access and decent terms.

• Zimele is a Zulu word meaning “to stand on your own two feet”

• Represents life insurance products that are accessible, appropriate, 

simple, affordable and offer good value for money.

• Zimele brand these products must comply with the relevant minimum 

product standards 

• The following existing standards are covered:

– Member only Funeral Insurance

– Member and Family Funeral Insurance

– Parent Funeral Cover

– Credit Life

– Life cover

– Physical Impairment cover
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Hollard sells Funeral Policies 

without a simple rate table!
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http://www.pepstores.com/cms/resources/35022%20NL%20Insur%20Prod%20L_fletX.pdf

FIB of 

R500/£44.88 pm

for a year, for 

R20/£1.79



Mi-Life: M-insurance in Ghana 
offers affordable couple cover

• Aims to reduce the cost of insurance

– Premiums are very small 

– from 40p-£2 pm for £200-£800 cover 

– Premiums are deducted from the 

users mobile wallet, with SMS 

confirmation

• Phones are used to submit claims 

and queries, and to make premium 

payments

• The policy covers the death of the 

policy holder and one other family 

member

• MTN is starting this in Ghana, with a 

planned roll-out across MTN‟s West 

Africa network 

34
http://blogs.ft.com/beyond-brics/2011/03/23/ghana-gives-mobile-insurance-a-go; http://www.munichre-foundation.org/NR/rdonlyres/8BE44C81-266E-4EFA-A6D8-

8C947BC7AE1B/0/MIC_2009_Report.pdf/

http://blogs.ft.com/beyond-brics/2011/03/23/ghana-gives-mobile-insurance-a-go/
http://blogs.ft.com/beyond-brics/2011/03/23/ghana-gives-mobile-insurance-a-go/
http://blogs.ft.com/beyond-brics/2011/03/23/ghana-gives-mobile-insurance-a-go/
http://blogs.ft.com/beyond-brics/2011/03/23/ghana-gives-mobile-insurance-a-go/
http://blogs.ft.com/beyond-brics/2011/03/23/ghana-gives-mobile-insurance-a-go/
http://blogs.ft.com/beyond-brics/2011/03/23/ghana-gives-mobile-insurance-a-go/
http://blogs.ft.com/beyond-brics/2011/03/23/ghana-gives-mobile-insurance-a-go/
http://blogs.ft.com/beyond-brics/2011/03/23/ghana-gives-mobile-insurance-a-go/
http://blogs.ft.com/beyond-brics/2011/03/23/ghana-gives-mobile-insurance-a-go/
http://blogs.ft.com/beyond-brics/2011/03/23/ghana-gives-mobile-insurance-a-go/
http://blogs.ft.com/beyond-brics/2011/03/23/ghana-gives-mobile-insurance-a-go/
http://blogs.ft.com/beyond-brics/2011/03/23/ghana-gives-mobile-insurance-a-go/
http://blogs.ft.com/beyond-brics/2011/03/23/ghana-gives-mobile-insurance-a-go/
http://www.munichre-foundation.org/NR/rdonlyres/8BE44C81-266E-4EFA-A6D8-8C947BC7AE1B/0/MIC_2009_Report.pdf
http://www.munichre-foundation.org/NR/rdonlyres/8BE44C81-266E-4EFA-A6D8-8C947BC7AE1B/0/MIC_2009_Report.pdf
http://www.munichre-foundation.org/NR/rdonlyres/8BE44C81-266E-4EFA-A6D8-8C947BC7AE1B/0/MIC_2009_Report.pdf
http://www.munichre-foundation.org/NR/rdonlyres/8BE44C81-266E-4EFA-A6D8-8C947BC7AE1B/0/MIC_2009_Report.pdf
http://www.munichre-foundation.org/NR/rdonlyres/8BE44C81-266E-4EFA-A6D8-8C947BC7AE1B/0/MIC_2009_Report.pdf
http://www.munichre-foundation.org/NR/rdonlyres/8BE44C81-266E-4EFA-A6D8-8C947BC7AE1B/0/MIC_2009_Report.pdf
http://www.munichre-foundation.org/NR/rdonlyres/8BE44C81-266E-4EFA-A6D8-8C947BC7AE1B/0/MIC_2009_Report.pdf
http://www.munichre-foundation.org/NR/rdonlyres/8BE44C81-266E-4EFA-A6D8-8C947BC7AE1B/0/MIC_2009_Report.pdf
http://www.munichre-foundation.org/NR/rdonlyres/8BE44C81-266E-4EFA-A6D8-8C947BC7AE1B/0/MIC_2009_Report.pdf
http://www.munichre-foundation.org/NR/rdonlyres/8BE44C81-266E-4EFA-A6D8-8C947BC7AE1B/0/MIC_2009_Report.pdf
http://www.munichre-foundation.org/NR/rdonlyres/8BE44C81-266E-4EFA-A6D8-8C947BC7AE1B/0/MIC_2009_Report.pdf
http://blogs.ft.com/beyond-brics/2011/03/23/ghana-gives-mobile-insurance-a-go/


Concluding comments before we throw a 
challenge to you all…

• “The poor will always be with you” – how will you respond?

• Changes in state benefits

• Changes in awareness and financial literacy

• New routes to customers?

• Regulatory change
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Questions or comments?

Expressions of individual views by 

members of The Actuarial Profession 

and its staff are encouraged.

The views expressed in this presentation 

are those of the presenter.
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