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Purpose of your paper: Industry funds provide death and disability cover to millions of Australians 
through what has been an exceptionally efficient and healthy group risk insurance market. 
 
Trustees have objectives for their members in relation to death and disability design. In addition they 
have specific legislative requirements to meet in this area. The group risk market has over the last 
year or so become dysfunctional. With this change trustees may reexamine their objectives but must 
nevertheless still meet their obligations.  
 
This paper explores: 
 

• how the market became dysfunctional in such a short period; what are the solutions; 
• the ways actuaries can assist industry fund trustees in relation to their death and disability 

designs in this new setting.  
 
Synopsis: Industry funds provide death and disability cover to millions of Australians through what has 
been an exceptionally efficient and healthy group risk insurance market. 
 
Trustees of industry funds have for some time been shifting the design of their death and disability 
benefits. This has been hastened for some by new legislative requirements. The traditional benefit 
design developed in the 1980’s and based on a level age premium fails to meet the new 
requirements. The cornerstone disability benefit is shifting. TPD cover, providing a lump sum benefit, is 
being replaced as the primary disability benefit by IP cover, providing an income stream benefit 
and, with the more enlightened insurers, a return to work philosophy. 
 
In developing an optimal design trustees attempt to balance a number of conflicting objectives. This 
is a complex process and actuaries are well placed to assist. 
 
Until recently the group risk market was a healthy, profitable and functional market. It could be relied 
on by trustees to assist them meet their objectives for their members and their obligations. Recently it 
has become dysfunctional with guarantee periods shrinking, insurers withdrawing and a total 
collapse of the reinsurance market. There is little assistance from insurers with improving the designs.  
 
There has been some consensus that an underinsurance problem (death and disability cover) 
existed at some ages. More recently insurers and the FSC have gone quiet on the issue. There is still 
an over insurance issue at some ages in many funds.  
 
The changes in the insurance market come at a very unfortunate time for trustees who are 
reexamining the suitability of their death and disability design.  
 
How has the market became dysfunctional in such a short period? What are the solutions to the 
problem going forward and how can actuaries assist in developing solutions? 
 
In what ways can actuaries assist industry fund trustees and the millions of members they cover for 
death and disability in relation to their designs particularly in this new setting.  
 


