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Complex products Simple products 
Application form 
             Length In the region of about 20-40 pages In the region of about 5-10 pages 

    Medical  
questions 

- A wide range of medical questions 
exploring all aspects of personal and 
family medical history. 

- Many open-ended questions 

- A short list of the most severe medical 
conditions.  

- Typically yes/no answers. 
- A list of pre-existing conditions is required 

Medical underwriting Depending on the responses to medical 
questions and the sum assured, but all 
applications typically require at least a blood 
test for HIV and possibly nicotine. 

No medical testing required 

Product features Short or no waiting periods Usually cover is phased in. 
The full sum assured is typically only available 
after 2-5 years 

Time to issue - Depends on how quickly forms can be 
completed, medical tests done and policy 
issued. 

- An average turnover rate of about 2 
weeks seem reasonable 

- Shorter forms and no medical tests speed 
up the issuing process. 

- An average turnover rate of about 48 

hours seem reasonable 

Advice process Typically sold through high-advice channels: 
independent financial advisors and tied agents. 
Full financial needs analysis conducted 

Sold through a mixture of independent and tied 
financial advisors as well as direct channels 
Full financial needs analysis conducted 
through intermediaries. 

Commission Regulated by Long Term Insurance Act Regulated by Long Term Insurance Act 
Life cover typically starts from around R50,000 
sum assured, therefore this is not assistance 
business and identical commission rate to 
complex products 
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Assumptions: Male, non-smoker, factory worker (100% manual work), no ancillary benefits, no cover 

for dependants, 0% commission discount 
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Laying out the problem 

 Why are South African emerging-market 

consumers purchasing simple life insurance 

products when the value proposition seems 

clearly more attractive for the complex-product 

counterpart? 
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Hypothesis 1 

 Customers in this segment are unhealthy and would therefore not pass the 

underwriting requirements of a complex life product without significant 

loadings or exclusions being applied.  
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Hypothesis 2 

 Customers don’t want to undergo medical examinations for the fear of 

knowing their HIV status.  
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Hypothesis 3 

 Customers are buying emerging-market life cover as a replacement for 

funeral insurance and therefore expecting a similar sales process.  
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Hypothesis 4 

 Customers are unaware that fully underwritten products exist.  
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Hypothesis 5 

 Policyholders don’t understand what they are buying.  
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Hypothesis 6 

 Customers in this market find it difficult to assess the value of insurance 

contracts and therefore cannot compare across different company value 

propositions.  
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Hypothesis 7 

 Financial advisors or other sales channels have pushed this product range 

onto customers.  
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Hypothesis 8 

 Customers prefer convenience and are not prepared to go through the 

underwriting process to qualify for a cheaper premium 
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Product A Product B 
Sum Assured R100, 000 R100, 000 
Description  Four medical questions 

 Three page application form 
 On average 48 hours until policy 

begins. 

 Thirty medical questions  
 Requires blood tests  
 Insurer knows your HIV status, any 

current or past illnesses, if you 
smoke, and your family medical 
history  

 A 15 page application form 
 On average 2 weeks until policy 

begins 
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Hypothesis 9 

 Customers fear needles and therefore avoid the process of full medical 

underwriting 
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Hypothesis 10 

 Customers do not trust insurers with their HIV status and other mdeical 

information 
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Conclusion 

• Customers have a basic but clear understanding.. 

• But they find it difficult to quantify the value of these benefits... 

• Therefore they don’t believe they are over-paying & trust advice... 

• This is further reinforced since customers do not compare offerings... 

• This results in very low levels of price elasticity... 

• Advisors may not be presenting a full spectrum of product solutions... 

• There seems to be a ready market for fully underwritten products... 

• Don’t overlook unique behaviours and attitudes. 
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