Was a new Income Protection wheel invented?

No, but 3 valid actions for the industry were agreed

The recent IPTF event in June highlighted the need for industry-wide innovation, from
standardising terminology to creating flexible, portable products and exploring auto-
enrolment. By taking collective action as an industry, we can help demystify Income
Protection and ensure that more consumers are safeguarded against the unexpected. If
you’ve been in the industry as long as | have, it may not surprise you to hear that many
of the ideas discussed were not novel. No new Income Protection wheel was
reinvented. However, there were 3 key themes that were consistent across all 4 Round
Robin groups, which clearly highlighted some calls for Action for our Industry.

The first theme shed light on an on-going issue facing our sector: the inconsistency in
naming and presenting Income Protection. A quick online search reveals at least six
different names, including Income Protection, IP, IPI, PHI, Sick Pay, and Disability
Insurance.

What does this mean for customers? Confusion and complexity. When something as
essential as safeguarding income is confused with varied terminology, it becomes
harder for consumers to understand and access the protection they need.

The Call to Action - As an industry, it’s time to simplify and unify. Let’s agree on a single,
clear term for Income Protection and ensure that Wikipedia, insurance websites, and
online tools reflect this consensus. This change isn’t just about semantics—it’s about
making insurance more accessible and comprehensible for our collective customers

The second point was around Portability and Flexibility. Consider this: around 15% of
the UK workforce is self-employed, a significant increase from 3.3 million in 2001 to 4.2
million in 2023. Yet, many self-employed people lack adequate income protection due
to the inflexibility of current products on the market.

The Call to Action - As an industry, we must encourage the development of flexible,
portable income protection plans that cater to the needs of today’s dynamic workforce.
Insurers and reinsurers should prioritise products that move with individuals as they
change jobs or status, ensuring continuous coverage without unnecessary
complications and essentially cancellations.

The last point was to truly broaden the reach and understanding of Income Protection.
Is it time to consider a bold move—akin to the pension reforms of 2012. Imagine if
Income Protection became a default coverage, with an auto-enrolment system that
requires consumers to opt-out rather than opt-in. This approach would not only
increase coverage but also enhance consumer awareness, embedding Income
Protection as a standard component of financial security.
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Comment

“OneFamily agrees on the need for consistency in the naming of income protection
products and in enabling flexibility for customers, who must be the absolute focus of
everything we do.

It’s crucial that the industry comes together to agree on terminology that supports
advisers, whilst also helping customers to better understand the products. Removing
confusion and complexity will allow customers to undertake more meaningful
comparisons between the different providers to find the right product to suit their
needs. And ultimately this simplification could lead to a greater consumer confidence
in the income protection market, which may mean more families being protected
should the worst happen.

Inevitably, people’s needs change over time, whether that’s financially, personally or
occupationally. And they need products that will evolve to enable the same level of
financial protection as they expected when they originally purchased the product. As an
industry, we should be aiming to make this a transparent, simple process for our
customers.

OneFamily supports the IPTF and is keen to work with the taskforce, the adviser
community and other stakeholders as we look to develop ourincome protection
proposition with the aim of addressing these key issues for our future customers.”

Chris McNabb

Head of Protection Proposition, OneFamily

Well done to the IPTF for bringing together an eclectic mix of individuals from across the
industry. It was a great example of collaboration and there a number of excellent ideas
and observations shared. | do strongly agree that as an industry we have to continually
look to simplify language so that people can be clear about what we are talking about.
We are moving in the right direction but there is a lot more that we can do. | do agree
that the way we present Income Protection can be improved. For those advisers who
are less familiar with IP the choice they are presented with on the portals can be
confusing and daunting. Using consistent and simplified language can only be a good
thing.

We know the industry helps many tens of thousands of families at times of significant
distress due to illness and death. The benefit to society of the claims the financial
services industry meets runs into billions of pounds each year. Having Income
Protection in place should be considered the corner stone of financial security. We do



have to keep promoting and reminding people of the good that the industry delivers and
see if we can create an environment when government policy could be changed to look
more favourably on IP.
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