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In the pursuit of premium growth, many insurers are innovative with new products in an attempt to give themselves an edge in the market place and produce above average returns until their innovation is reproduced by their competitors. One such product was Personal Accident or an enhanced variation of the Accident Covers but, with the exception of one or two companies, the promotion of these Accident Covers seems to have ceased.

This is unfortunate as the Personal Accident (PA) and Group Personal Accident (GPA) and Stated Benefits (SB) covers are a useful adjunct in the short term brokers’ armoury that we don’t believe is used often enough. Personal Accident covers offer a cost effective life cover for death caused by accidental means with very little underwriting. At one time there were countless companies offering products like Trauma Assist and some group schemes included free PA on their domestic policies, sometimes offering cover as much as R20 000, supposedly with a view to increasing the cover in the future and being able to then charge additional premium. Most commercial brokers write Employee Benefits and accordingly write very little GPA or SB.
Recently, one of the big four banks was offering PA through a leading life insurer at rates considerably higher than those available in the short term market which prompted an investigation into these covers. Most of the brokers approached indicated that PA covers were available, however the larger limits (R100 000 and more) were on a referral bases (i.e. the broker could not simply “quote rates”) and seemed to think this was an unusual request. The feeling obtained was that cover and rates for a R500 000 vehicle was far more readily available than a PA quote for R200 000.
Let me briefly explain the types of cover:

PA (or GPA for commercial cover) consists of death cover, permanent disability, temporary disability and medical expenses following an accident caused by outside forces. 
These covers are written on a predefined and agreed insured value basis which differs from Stated Benefits where the sum insured is calculated on a salary basis (i.e. two times annual salary similar to a group life cover underwritten by the life offices). 
The GPA and SB are designed for a company to cover their entire workforce while the domestic PA is limited to a person’s domestic policy, however, the cover can be extended to spouse and possibly other family members and domestics depending on whose product you are using.

In today’s society with the current levels of crime and also the frequent occurrence of motor accidents, it is surprising that more Personal Accident covers are not generally available with substantial limits. A simple Google search provided a large number of matches for PA cover with the majority being overseas insurers. It appears that the overseas public value this type of cover and have a greater awareness of the benefits than we do locally. Interestingly enough the search did provide two local underwriters in the domestic market, confirming that the general insurers and brokers may ignore these covers to a certain extent.
This low profile of the PA type covers may be due to a number of reasons. The general broker is more concerned with the placing of the motor and assets covers and once this task is complete, doesn’t want to be seen “smousing” extra business or the broker also looks after the life portfolios and doesn’t see this type of cover as necessary. From the underwriters’ perspective it is surprising that more promotion of the covers is not undertaken. The business usually runs profitably and claim frequency is small, however, marketing and administration costs may be high due to small premiums.
In the short term market, most products are “bought” by the client (e.g. you must insure your assets) unlike the long term industry where covers are sold (what happens if you die) which is a difficult transition for the short term broker to overcome. Many brokers are looking for an “upsell” product and it is unfortunate that PA is ignored in this regard.

Any purchase decision requires a need to be generated in the eyes of the consumer and, when it comes to a non tangible product, it becomes more difficult to create the awareness of this need. Short term brokers are probably not comfortable with this “need creation” and if their usual clients have already identified the need, the broker then has the problem to provide the cover at an acceptable premium. Asking questions in the event of possible financial difficulties is a foreign task, although it should not be a large step from Credit Shortfall / Top Up cover to a Personal Accident cover.

The majority of the population cannot and do not have sufficient life cover. (One can quite reasonably justify that a person can never have too much life cover). This is due to affordability, lack of awareness and perhaps the ostrich head in the sand mentality where one hopes it will never happen to them.
PA cover should be offered as an added benefit on a personal policy especially as South Africans, perhaps more than most nations, face a greater threat of harm through violence due to our unacceptable levels of crime. Furthermore, our roads are perhaps among the most dangerous in the world and every year tens of thousands of lives are lost, leaving uninsured families destitute or certainly in financial difficulty.  PA cover offers a quick (generally underwriting free) solution to the above risks which can be sold in addition to the individual’s current life covers, providing funds in time of need. A death in this instance is unexpected and no planning can be made thereby increasing costs at the worst possible time.

GPA can provide important and beneficial cover for smaller companies in instances where the company does not have the funds or the infrastructure to run Employee Benefit schemes. The labour force looks to the company owner to provide funds in the event of a death or disability of an employee, certainly for funeral expenses and to assist the survivors, in the event of an accident at work, notwithstanding any compensation from COID which claim is time consuming to finalise. This extra expense can come at an inconvenient time for the company and there may not be sufficient cash flow to assist immediately especially in the event of a motor accident when the company becomes liable for large expenses such as excesses, car hire or a replacement vehicle.

The above examples are situations where a Personal Accident cover may well satisfy a need for a client and there are doubtless other situations where these covers could be used to provide a more complete package to the client.
