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INTRODUCTION
It’s fair to describe Australia’s underinsurance problem as “notorious,” at least amongst those in the industry.
Back in 2016, Rice Warner described the underinsurance gap - that is, the amount between Australians’ median
level of cover and their actual insurance needs - as “relentless”. In 2018, Rice Warner estimated the median level
of cover (often through group life insurance policies in superannuation) as being approximately $143,500,
which worked out to twice the median household income at the time.

This was significantly less than the average insurance needs for families with children, which, expressed as a multiple
of years of family income, started at 9.3x for basic life cover where the parents were 20 years old, 6.6x where the parents
were 30 years old, and 5.4x if the parents were 40.

At the time, Rice Warner noted that this gap between existing cover and actual needs “not only [restricts] the lifestyle
the claimant and their dependants can enjoy after an unfortunate event, but also incurs substantial cost to government
mainly in the form of social security benefits.”

Consider, then, the impacts of COVID-19: with businesses suspending operations and thousands of job losses
throughout Australia, suddenly many people with little-to-no savings have found themselves with no income and no
protection.

The gap, relentless as it was in 2016, is now likely wider than ever - especially following changes to super
legislation, which came into effect in April, requiring superannuation funds to cease automatic insurance cover for
members under 25, or where the account balance for a new member is less than $6,000.

Given this, where can the average person go – especially if they’re younger – to find out how to protect themselves and
their ability to earn an income, which is arguably their most important asset? The answer is ideally a financial adviser,
who’s best-placed to understand a person’s individual circumstances and the kind of cover they need.

But in order for advisers to make those conversations more meaningful, it helps to understand why people often
neglect that kind of protection in the first place – and why part of it comes down to a unique aspect of the Australian
psyche.
www.aia.com.au

1
2

FINDING
THE GUIDE
BALANCE
TO WHY
IN MODERN
A LITTLE MEAN
FAMILY
A LIFE
LOT

THE PROBLEM WITH “SHE’LL BE
RIGHT” MENTALITY
As Professor Sharyn Rundle-Thiele explains, the idea of “she’ll be right” is heavily ingrained in the Australian
consciousness. Rundle-Thiele, who is the founding director of Griffith University’s Social Marketing program, says that
short-termism affects everyone.

“For some humans,” she says, “you weigh up the risk in a situation and immediately think, ‘This is the way I should do it.’
But for a lot of people, if there’s a 95% chance of no risk occurring, they’ll say, ‘Well, this isn’t going to happen
to me.’ And they’ll be right 95% of the time.”

Because of this, it’s critical to instil in someone what could happen should that 5% chance manifest at some
point. “If you’re a financial adviser,” she says, “you need to come up with a very clear reason why they should be thinking
about this. That’s how advisers really protect people who often don’t want to think about long-term distant things.”
“Advisers know a lot about insurance and probably hold policies themselves,” she continues, “but what they really need
to do is understand why other people don’t do that.”

Part of the reason involves what Rundle-Thiele calls “siloed thinking,” which essentially means reverting to the approach
you’ve always taken so you can focus on other things happening in your life. “With any form of bias,” she says, “we use
it as a shortcut. We do it so that we can do something else. If you’ve ever ended up driving and you’re 10 minutes
down the road and you wake up and think, ‘Whoops, there’s that whole 10 minutes I just missed,’ that’s because your
brain’s busy doing something else. You’ve already shifted gears.”

www.aia.com.au
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It’s a useful survival mechanism, especially during times of significant stress - as many Australians are experiencing at the
moment - but the problem is that it tends to prevent long-term thinking.

“For a financial adviser to try and overcome something like siloed thinking,” Rundle-Thiele says, “or the client who just
keeps wanting to do what they’ve always done, the easiest path forward is to give them a direct line of comparison.
Show them scenario A, based on their current approach, and scenario B where they change tactics. Spell it out in a very
simple comparison straight across a bottom line.”

“People want to do the best for themselves and their families,” she continues, “so it’s important to show them what the
outcomes of not protecting themselves are. Give them a reason why they should do it, and show them how it will feel
like everything is going to be okay, no matter what happens.”

www.aia.com.au
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THINKING ABOUT THE
UNTHINKABLE
AIA Australia’s Pina Sciarrone echoes Rundle-Thiele’s comments about the “she’ll be right” attitude, saying: “It’s such an Aussie thing,
isn’t it?”

Sciarrone says that especially now, it’s an attitude we could do with getting rid of. “In 2019,” she says, “AIA Australia paid out $307
million worth of retail claims. That’s to mums and dads and individuals and when you include retail insurance and group insurance,
it was significantly more, over $1.5 billion. That’s just one year and it shows that things happen in life: accidents, illnesses, injury.”

Given that these things happen more than most people are comfortable thinking about, Sciarrone says “advisers absolutely need
to play a massive role in getting rid of ‘she’ll be right, mate.’ They need to start asking questions like, ‘What will happen if something
happens to you? You’re the breadwinner of your family. What will happen to your kids?’

The ability to ask questions, Sciarrone says, is one of the best tools available to advisers. “It’s an amazing skill,” she says, “and I think
generally they do that pretty well, but there’s so much power in getting a client to articulate the answer rather than the adviser
giving it to them.”

On the insurance question, Sciarrone presents it as: “Let’s say you start by asking a client what their goals are. Then you ask them
how they’ll achieve them. After that, you ask, ‘Is health an important consideration in achieving those goals?’ Inevitably, they’re
going to say yes. So then you ask, ‘So if something happened to your health, what would you do? What would happen to those
goals?’”

Sciarrone believes this line of questioning takes the conversation out of the purely theoretical realm into something a client can
actually understand – even more so if the adviser asks them to consider other people in their lives who may have had their health
impacted in the past. “Get them to think about their friends, colleagues and relatives,” she says. “Have them consider whether any of
them have been injured or fallen ill – what happened to them, and if it happened to you, how would you deal with it?”

www.aia.com.au
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IT’S NOT JUST ABOUT
MONEY
Sciarrone is careful to add that these conversations aren’t just about financial compensation. In fact, she believes there’s always a nonfinancial impact during and after an adverse health event. “We see it in the claims we pay all the time,” she says. “It’s not just us paying
an amount of money and that’s it. The amount of anxiety, stress and discomfort is enormous even when an amount of money has been
paid.”

She adds that those “non-financial impacts” can even have later financial consequences: “We often talk about secondary claims, and
this is where there may have been a major trauma in the family or for an individual, and then there’s a secondary issue that comes out
months later as a result of stress and mental health issues.”

Sciarrone notes that these secondary issues occur when a claim has been paid, “so imagine if nothing had been paid at the outset.
Imagine if they didn’t have that cover.”

“When things go wrong with one person in a family,” she says, “it inevitably puts a strain on their relationships. Sometimes, people lose
their purpose. They really lose a sense of who they are, what they are doing and what they want to do. That has major impacts from a
wellbeing perspective and a financial perspective.”

So, when advisers talk to clients about insurance, Sciarrone says “they’re not just talking about payment of a financial benefit. The sphere
expands so much more than that, because it assists you from a psychological and emotional perspective. And rehabilitation isn’t just
about assisting someone to go back to work so they can earn an income; it’s also assisting people from a wellbeing perspective.”

Beyond life insurance, Sciarrone says these kinds of conversations are key to the value of financial advice. “This is about partnering with
your clients in all aspects of their life,” she says, “whether it’s financial, mental or physical.”

www.aia.com.au
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“It’s about partnering with
your clients in all aspects of
their life - financial, medical or
physical”
Pina Sciarrone, General Manager
Banca, Partnerships & Advice,
AIA Australia
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WHAT’S AN ADVISER’S
RESPONSIBILITY?
Sciarrone thinks advisers taking on this “holistic approach” is more important than ever, considering how the “Australian dream” has
shifted away from the singular focus on acquiring property to the broader desire to live a “healthier, longer and better life.”

“If that’s the new Australian dream,” she continues, “what should advisers be asking and doing to satisfy that dream and to satisfy that
goal? And the one key thing is being much more holistic than they ever have been around their clients’ goals from an emotional,
financial, physical wellbeing perspective.”
As above, part of that role will invariably involve insurance, because “having that ‘plan B’ is so important.”

“Honestly,” Sciarrone says, “the adviser is putting their advice at risk. They’re potentially being negligent in not ensuring that there is
a Plan B. They can’t just be talking about financial goals. They need to be thinking about how they can protect and ensure that their
clients can achieve those goals and think about every contingency.”

Sciarrone acknowledges this holistic advice framework may require changes in established businesses. “Some advisers might see
this as too hard,” she continues, “but really it’s just new. Change is always difficult, but there are always people who can help – at AIA
Australia, for example, our whole proposition is around health and wellbeing.”

“Start with that,” she says. “Start with going to those health and wellbeing conversations. And then think about partners you can work
with to help you on this path. It’s time we reframe advice around all aspects of a person’s life. It’s so critical to ensuring they can live
happy, healthy lives.”

If you’re interested in partnering with AIA to help you build the holistic advice business of the future, go here.
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