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Post the proposed Life Insurance Framework (LIF) 
announcement there was plenty of anecdotal evidence 
of misrepresentation and deep concern, that many 
of the LIF proposals, would have the exact opposite 
effect/impact than desired. Which would lead to poorer 
consumer outcomes, not improve quality of advice, and 
severely impact the small business sector and in turn
the Australian economy. 

As such, our group the Life Insurance for Consumer 
Group, wanted to survey the adviser market to 
understand if proper representation, and consultation 
had occurred, primarily to ensure that the desired 
outcomes of improving the quality of advice, 
sustainability and better outcomes for consumer would 
be met.

It would be a tragedy to proceed with advice that didn’t 
reflect the industry, and we all ended up with worse 
outcomes for all.

KEY FACTS

Total Number of Advisers Requested to Complete Survey
approximately 5,000

Estimated Response Rate
10% (normal response rates are around 5%)

Total Number of Responses
509

Date Range
31/8/15 – 16/9/15

Number of Advisers in Industry
estimated 15,000
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QUESTION ONE

If there had to be a change to 
the remuneration structure, what 
would be the minimum commission 
structure required for you to continue 
offering quality advice (EXCL. GST)?

• 110% / 10% (3 Year Claw back period)

• 100% / 10% (2 Year Claw back period)

• 90% / 15% (2 Year Claw back period)

• 80%/ 20% (1 Year Claw back)

• 75%/ 22% (1 Year Claw back)

• 60%/ 20% (1 Year Claw back)

• 60% / 20% (3 Year Claw back –  

 As proposed)

• Other

 elaborate: 
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*30%/ 30% (1 Year Claw back 
period) was not in the listed 
answer option, but there’s a 
signifi cant support for it. Hence 
we include it in the result.

Q. ONE CONCLUSIONS
The overwhelming majority of 
respondents 64% confirmed 80/20 
Ex GST (1 year clawback)
as minimum commission structure 
to be able to continue to offer quality 
advice. The second highest band (11% ) 
cited 75/22 (1 year clawback) as
the minimum commission required.

However only 0.2% confirmed that 
they could  offer quality advice under 

the current proposed Life Insurance 
Framework, of 60/20 (3 Year 
Claw back).

The conclusion is, consumers will not 
be able to receive quality, affordable 
and compliant advice under the 
proposed 60/20 model.

Q. ONE RESULTS

110% / 10% (3 Year Claw back period) 5 1.0%

100% / 10% (2 Year Claw back period) 19 3.7%

90% / 15% (2 Year Claw back period) 20 3.9%

80% / 20% (1 Year Claw back period) 326 64.0%

75% / 22% (1 Year Claw back period) 56 11.0%

60% / 20% (1 Year Claw back period) 31 6.1%

60% / 20% (3 Year Claw back period - as proposed) 1 2.8%

30% / 30% (1 Year Claw back period) 14 2.8%

Other 37 7.3%
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QUESTION TWO

Would an extended claw back 
period, restrict (impede) your ability 
to comply with your obligations 
under “best interest duty”?

• No

• Yes

 elaborate:
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Q. TWO RESULTS

Yes 423 83.1%

No 74 14.5%

Other 12 2.4%

Q. TWO CONCLUSIONS
The overwhelming majority, over 83%, 
believe this would impact their ability 
to deliver against their legislated “Best 
Interest Duties” in respect of their 
client’s needs.

The conclusion for consumers is their 
competitive right to choice in a free 
market, may be compromised.
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QUESTION THREE

Are you a member of any of the 
following associations?

• AFA

• FPA

• AIOFP

• None of the above.

• Other

 elaborate: 
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Q. THREE RESULTS

Q. THREE CONCLUSIONS
Almost half the respondents (202 
of 509) indicated that they are not 
members of any industry association, 
incl. the AFA, FPA, AIOFP or others.

This indicates that whilst these 
bodies claim to be the representative 
voice of “the Industry”, their reach 
and representation is in fact severely 
limited. The opinions and impact 

measurement for non-members 
must be taken into account prior 
to major decisions being made 
that will affect “the Industry” and 
their customers which are normal 
everyday Australians.

The conclusion for millions of 
advised consumers, is that if 
their adviser is not a member of 

any association, their needs have 
not been represented through the 
current LIF proposal process.

*Some respondents identifi ed 
themselves as belonging to two
or more organisations.
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QUESTION FOUR

Do you agree with the various 
outcomes that the AFA and FPA  
have proposed to government?

• Yes

• No

 elaborate: 
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Q. FOUR RESULTS

* Please note some respondents 
may be members of more than 
one association.

Yes 77 15.1%

No 393 77.2%

Other 39 7.7%

ASSOCIATION NUMBER OF ADVISERS THOSE WITHIN THE 
ASSOCIATION WHO 
DISAGREED

PERCENTAGE OF 
THOSE WITHIN THE 
ASSOCIATION WHO 
DISAGREED

AFA
(Association of Financial Advisor)

178 152 85%

FPA
(Financial Planning Association

118 93 78%

AIOFP
(Association of Independently Owned 
Financial Professionals) 

51 38 74%

SMSFA
(Self Manage Super Fund Association) 

5 2 40%

ANZIIF
(Australian and New Zealand Institute of 
Insurance and Finance)

2 2 100%

FBAA
(Finance Broker Association of Australia

3 3 100%

FINSIA
(Financial  Services Institute of Australasia)

4 3 75%
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Q. FOUR CONCLUSIONS
A resounding vote of No-Confidence 
(77%) was recorded in relation to the 
outcomes proposed by the FSC, AFA 
& FPA to government by members 
of those organisations. 

The percentage of those not 
supporting the proposals taken 
to government by the associations, 
again demonstrate strong lack 
of support, even from their own 
members, specifically:

• AFA 85% of members disagreed

• FPA 78% of members disagreed

This clearly indicates that even 
for those who are members with 
these bodies, the views the relevant 
association  are putting forward 
to “represent the industry” are 
evidently quite the opposite.

Although the AFA and FPA 
appear to be loud advocates for 
Advisers, it is clear that their 
true representative status of the 
industry is far from a majority 
consensus about what is in the best 
interests of advised-consumers.

It is clear from these results that on 
the issue of LIF, neither the AFA nor 
FPA are correctly representative of 
the millions of customers who seek 
their insurance from an adviser.

The conclusion for the consumer, 
is that their advisers who need 
adequate resources, reform and 
guidance to provide quality advice, 
have not been represented. This 
could result in poor outcomes for 
the consumer.
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QUESTION FIVE

What best describes your 
occupation status:

• Self Employed and licensed by 

 an independently owned licensee

• Self Employed and licensed by 

 an institutionally owned licensee

• Employee of an independently 

 owned Licensee

• Employee of an institutionally 

 owned Licensee  

• Other
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Q. FIVE RESULTS

Q. FIVE CONCLUSIONS
It was important to get an 
understanding of the number of 
respondents in each category as 
they have very different underlying 
cost structures & business models. 
Generally institutionally owned 
licences are significantly subsidised 
by the product manufacturer, 
however we wanted to ensure that 
all advisers (from different business 
structures) had a say.

It is clear that irrespective of 
where an adviser works, they 
were misrepresented. 

It is important that consumers 
still have a choice as to which 
adviser to use, be from a bank, 
an institutionally owned dealer 
group, or a self-employed 
independently licensed small 
business owner. Consumers have 

diverse needs, and therefore the 
LIF can’t benefit one structure over 
another, as all need to remain viable 
to allow consumers the choice.

Self-Employed and licensed by an independently owned licensee 306 60.1%

Self-Employed and licensed by an institutionally owned licensee 116 22.8%

Employee of an independently owned licensee 56 11.0%

Employee of an institutionally owned licensee 18 3.5%

Other 13 2.6%
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QUESTION SIX

If the current proposal to the life 
insurance framework were to 
proceed, how many staff do you 
anticipate would lose their jobs in 
your place of employment?

• 1

• 2

• 3

• 4

• More/Less elaborate: 
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Q. SIX RESULTS

Q. SIX CONCLUSIONS
The majority estimated 1-2 
redundancies, which is a 
conservative estimate based
on the assumption that for many 
businesses, significantly more 
than 4 employees will be made 
redundant should the LIF be put
in place.

To put this into perspective, of 
the estimated 15,000 advisers 

authorised in Australia, the 
new framework would see  
17,000 redundancies, which is 
a conservative estimate across 
all types of roles, advisers, 
administration, compliance, 
customer service and traineeships

The conclusion is that consumers 
lose, with less access to quality 
advice and choice of adviser.

Number of Employees 
who will lose jobs

(per business)

Number of 
Respondents

Total Estimated 
Redundancies

0 136 0

1 195 195

2 83 166

3 22 66

4 25 100

More than 4 48 50*

Total 509 577**

* This is a conservative estimate 
based on the assumption that 5 
employees across 10 businesses 
will lose their jobs. There was a 
certain portion of respondents 
among the 48 respondents (in 
the more than 4 category) who 
indicated that signifi cantly more 
than 5 people could lose jobs 
within their business.

** Conservative estimate.
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QUESTION SEVEN

Under the proposed framework, 
how many additional in force 
policies would you (the adviser) 
need to obtain per week / advisor 
to survive?

• 1 additional policy  / week   

• 2 additional policies  / week   

• 3 additional policies  / week   

• 4 additional policies  / week    

• More/Less
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Q. SEVEN RESULTS

Q. SEVEN CONCLUSIONS
The vast majority (92.7%) of those 
surveyed indicated that they would 
need to sell, and get underwritten, 
1 or more additional policies 
(Application Accepted through the 
insurance companies underwriting 
application / selection criteria) per 
week, if the LIF was implemented, 
in order to remain in business.

Of this 64.5% cited they believed 
they would need between 2-4 
additional policies in force per 
week, which is problematic given 
the responses to question 6 above, 
that the majority of respondents 
indicated that they would need 
have reduced staff following the 
implementation of LIF.

The net result is fewer staff 
servicing more clients, resulting
in compromised quality of advice
to clients, and additional 
compliance risk to the advisers.  

Any industry changes need to 
improve customer outcomes
and improve quality of advice. 

None 37 7.3%

1 additional policy / week 100 19.6%

2 additional policies / week 176 34.6%

3 additional policies / week 85 16.7%

4 additional policies / week 67 13.2%

Other 44 8.6%



1 8

QUESTION EIGHT

If providing your client’s Medicare 
number with the application 
provided more certainty at claim 
time for your clients and improved 
policy tracking, would you be 
happy to adopt?

• Yes

• No

 elaborate: 
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Q. EIGHT RESULTS

Q. EIGHT CONCLUSIONS
Currently we see a very small 
percentage of consumers having 
issues at the time of claim on 
advised policies. There is however 
a perception in the press that this 
is a big issue, but this is primarily 
bought on by clients non-disclosure 
at time of application.

Currently Life insurers always 
conduct Medicare searches at 
time of claim.

Therefore, in order to deal with 
non-disclosure and lower claims 
issues, the industry feel this may 
be a good way of assisting clients 

with their disclosure duties, 
and further protecting them
at claim time.

Yes 425 83.5%

No 65 12.8%

Other 19 3.7%
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QUESTION NINE

Do you feel the proposed 
changes to retail life insurance, 
as presented to government, 
would benefit consumers?

• Yes

• No

 elaborate: 
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Q. NINE RESULTS

Q. NINE CONCLUSIONS
473 out of 509 respondents firmly 
state that the proposed changes 
to retail life insurance will not 
benefit consumers.

This represents 92.9%
of the survey.

The conclusion for consumers, is 
that the industry believe that the 
current LIF will negatively impact 
their ability to receive quality 
and affordable advice, which is 
contrary to the stated objectives 
of the LIF.

Yes 17 3.3%

No 473 92.9%

Other 19 3.7%
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QUESTION TEN

Would your clients be willing 
to pay the following for 
life insurance?

• Premium only

• Premium and an additional fee for advice

• Reduce premium and a higher additional  

 fee for advice
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Q. TEN RESULTS

Q. TEN CONCLUSIONS
It is also overwhelmingly apparent 
that charging fee for insurance 
advice, in any capacity, is not 
deemed a viable business model for 
respondents, and not in consumers 
best interests to pay premiums and 
fees (more than they currently are).

87.2% indicate that this would not 
be acceptable to their clients.

As it stands the cost of the 
premiums alone is already a barrier 
to consumers getting insurance.

Premium Only 444 87.2%

Premium and an additional fee for advice 34 6.7%

Reduced premium and a higher additional fee for advice 31 6.1%
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COMMENTS ON SURVEY RESULTS

• These are not divided opinions suggesting shades of grey. On the 
contrary, there is resounding consistency across the responses 
indicating decisively that this is very much a black and white issue, 
punctuated by strongly held beliefs, and with the negative impact 
on clients, employees and small business clearly expressed.

To articulate the specifics of the impact of this proposed framework, 
it affects the following sectors severely:

1. Clients/Consumers – everyday Australians will see their quality 
of advice, service levels provided and the industry’s duty to serve 
their best interests compromised. This is the exact opposite of what 
the LIF should achieve. 

2. Small businesses – will not be able to operate within the model 
without retrenching staff whilst having to sell more policies in 
order to stay in operation, hence compromising their quality 
of advice, increasing their compliance risk and not being able to 
service clients appropriately. The industry will lose valuable and 
talented people, and will also not be able to bring on younger, new 
traineeship advisers.

3. Employees - will find themselves out of work and with limited 
prospects for future employment in the same profession. 

The results provide clear, and overwhelming 
evidence of the following:

The flow on effect of this is small businesses closing down, employees’ 
livelihoods put at stake, and the consumers’ right to exercise choice 
and obtain quality advice severely impeded. 

Which leads to consumers receiving less choice, less professional 
advice, and an increase in the under-insurance issue in Australia, 
which already sees Australians under-insured by $1.8 trillion.


