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The effects of technology on the life industry
By: John Schoonbee, Medical Officer, RGA Reinsurance Company of South Africa

The advances in technology, in terms of the early detection and treatment of chronic and terminal illnesses have had a great impact on the life insurance industry of late. However, due to the complexity in the living benefits sector the impact of technological advancement has influenced the industry in varying ways. 
Life business has benefited the greatest from these technological advances, due to the increase in longevity of policy holders. Early detection means that individuals now have a better chance of receiving treatment that can often slow down or cure the progression of a life threatening condition. The subsequent decrease in mortality rates within the insured population has meant that claim payouts occur with a greater lapse in time from the inception of the policy to the payout date, although some of this expected improvement in longevity is already priced in by re-insurers. This vital issue is a driving force in RGA’s involvement with the Longer Life Foundation.

However, as these advances also mean that certain terminal illnesses are now treatable as chronic diseases, and previously debilitating conditions can often be cured or more effectively treated, the definitions and terms of critical illness (CI) payouts need to be addressed. Early strokes and myocardial infarctions (MI), aggressively treated with reperfusion medications or techniques improve the chances of having fully recovered stroke patients, or of having what has become known as an ‘aborted’ MI, with no permanent cardiac muscle impairment. 
One approach to solving this issue would be to ensure that living benefits really only be paid to people who have, through the contraction and diagnosis of a critical illness, lost their ability to earn an income, cover over-run medical bills, pay for advanced medical treatment, adjust their lifestyles and/or manage their loss of insurability. This basically means that CI policies should only pay out in terms of the expected effects or consequences of an event, not on the diagnosis of the event alone.
Compounding the issue facing the industry is the fact that many products today remain driven partly by competitive market trends in the form of differentiation and not so much by client needs or affordability. With the rise of consumerism and the resulting competitive nature of the industry insurers have had to begin differentiating themselves in terms of the number of events covered. However, these products are not easily comparable, as the degree of severity of certain conditions required for a payout is often not taken into consideration. 

In order to address this issue the industry may need to ensure that event definitions and the contract terms with regard to payouts are clearly and carefully thought out, paying on the subsequent expected effects or consequences of an event and not on the diagnosis, per se. This will ensure that the impact of improved technology on, for example the CI market, will be low, especially considering the current rate of advancement in terms of diagnosis and treatment. It will also future-proof policies, as there will always remain a need and place for CI cover, regardless of how advanced the treatment and diagnosis of diseases becomes. 
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Notes to the Editor:

Reinsurance Group of America, Incorporated (RGA) is one of the world’s leading life reinsurance companies.  With offices in 18 countries, RGA provides clients with life reinsurance, risk management, facultative underwriting, product development, and capital-motivated reinsurance services.
Today, RGA South Africa supports all lines of life reinsurance business with both traditional and non-traditional solutions, with treaties in place with all the major direct life insurance companies in South Africa. RGA South Africa is the only dedicated life reinsurer in the South African market.

RGA has offices in Johannesburg and Cape Town, which provides the company with a national footprint ensuring localised support to clients based in and around these cities. Additional support is sourced through RGA's International division headquarters in Toronto.
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