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New life insurance policy lets you cash in before checking out

Nashville-based company hopes 'quality of life' features will boost flagging sales

By GETAHN WARD
Staff Writer



Insurance companies have long marketed life, disability, long-term care and other coverages through separate policies.

Now, to reverse stagnant sales, companies such as American General Life and Accident Insurance Co. are adding to their life policies features that give policyholders access to death benefits without an additional premium in the event of illness.

The goal is to entice cash-strapped consumers who question the value of insurance or can't afford separate policies for each coverage. A year after launching its "quality of life" insurance, Nashville-based AGLA said the policy is selling well and that the company is seeing consumers purchase more and keep their policies in force much longer.

"This is a change in the way Americans purchase and use life insurance," said Jim Mallon, chief executive with AGLA.

"It becomes far more effective because you can use the product for any number of needs over a family's lifetime."

Under AGLA's policy, for a single premium that averages $1,200 a year, consumers can get accelerated payments in the event of a critical, chronic or terminal illness — meaning they don't have to die to trigger life insurance benefits. They also can use the cash value, after it builds up, for certain needs.

Critics consider such offerings a promotional ploy that only creates more confusion for consumers seeking to compare the range of available insurance products. "This is nothing but a gimmick — it doesn't improve your quality of life," said Ben Lipson, a Boston-based insurance broker for more than 50 years. "What they're doing is they're repackaging what is available. The marketing departments are working overtime."

The "quality of life" offering is a key part of Mallon's strategy to boost financial results at AGLA, whose growth isn't meeting expectations of parent American International Group.

Part of the problem is that life insurance sales nationwide have been sluggish. Last year, 10 million policies were sold, down 6 percent from 2004, according to LIMRA International, a Windsor, Conn.-based industry researcher. The number of individual long-term care policies sold declined 11 percent, 29 percent and 8 percent, respectively, in 2003, 2004 and 2005.

Mallon sees the multiple features of "quality of life" — such as riders for short-term disability for a single premium and cash value for retirement — as part of the recipe for improving sales.

AGLA currently is issuing 600 "quality of life" policies each week, up from 100 last year, he said. Average premiums have risen 70 percent over the previous year. And in Florida where the "quality of life" offering recently was launched, premiums per new policy have nearly doubled to $1,247 from $650 on an annualized basis. "It's a good indication that the consumer is finding the product well and is therefore voting with his or her pocketbook by purchasing larger policies," Mallon said.

The "quality of life" product is a universal life policy, meaning it's not term by description. It's a form of whole life in that it runs through your whole life. The company doesn't offer the riders on all whole life policies, only on its universal life contracts.

Some industry observers caution that such multiple feature policies make it more difficult for consumers to compare the value of what they're buying against other insurance products.

"If you were looking at buying those separately you could compare prices and features for each piece and could decide whether company A's life insurance or company's B's long-term care were better deals for you," said Steve Weisbart, an economist at the Insurance Information Institute in New York.

On the other hand, Weisbart sees advantages of the offering such as providing an alternative for people who don't have the time required to devote to shopping around to buy insurance.

But coverages such as for critical illness generally aren't worth buying under bundled policies be cause they aren't likely to pay much or may not be needed unless there's history of a disease such as cancer in one's family. "Critical illness policies are sold more on fear than they are on economic analysis," he said. "You're better off buying a policy that pays long-term care expenses or medical expenses be yond what your medical plan would pay. ... "

Mallon said AGLA offers individual policies that cover both critical and chronic illnesses, but because some people can't afford them they aren't selling as well.

Wiesbart suggests dealing with a trusted financial adviser in deciding whether to buy such insurance products.

A footnote to a brochure that touts AGLA's "quality of life" policy suggests that payment of an accelerated amount under any one of the riders will reduce the amounts available later. It also will reduce the base life insurance benefit and the funds available to supplement retirement or other needs.

"If you need it for more than one reason, you can be up a creek," said Phyllis Shelton, president of LTC Consultants of Hendersonville, which trains long-term-care insurance agents.
Under the AGLA policy, the insurer generally will make an offer of how much of death benefit it would accelerate based on factors such as severity of the health condition. That means that an insured person diagnosed with a chronic illness who is seeking $50,000 on $200,000 of base life insurance benefit could receive $6,886 to $38,930. "That's very little when it comes to long-term care, which is costing $4,500 a month in Nashville today and is expected to triple within 20 years," Shelton said.

Finding growth
Mallon helped to develop a product similar to "quality of life" when he worked for National Life Group of Vermont that only had a chronic illness trigger. The AGLA policy goes far beyond that with three triggers plus a savings component that allows patrons to put away money that earns a guaranteed 5 percent interest rate towards retirement or for any purchase.

It's all part of efforts to grow a unit that resulted from more than 140 acquisitions of businesses by AGLA's former parent American General Corp. of Houston, which AIG acquired in 2001. "They're a very mature, older block of business and we need to develop new growth …. because the overall company is just so huge — about 9 million policies that came from 140 companies," Mallon said. "It's challenging, but with quality of life and everybody believing in our new direction, we're really excited about our future."

Other efforts to improve results have included reducing by 500 to 4,000 the number of em ployee agents with AGLA, al though Mallon said that the company is starting to recruit agents again after raising recruitment standards. AGLA's shift in strategy also has included targeting more middle-income consumers with annual household incomes of between $25,000 to $150,000 instead of its previous key niche of lower-income people. About 23 percent of U.S. households have no life insurance, according to a 2005 LIMRA study.

"You have millions of middle-class consumers going without coverage — this gives them an affordable option," Mallon said. •
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	 HOW THE POLICY WORKS


	The “quality of life” policy from American General Life and Accident Insurance Co. is among new products aiming to appeal to consumers by offering features of multiple coverages.

For a single annual premium averaging $1,200, consumers can get coverage for multiple lines of insurance such as death benefits, cash value for retirement or other needs, a short-term disability rider and three riders that allow for accelerated payments of a policy’s death benefit should the insured become terminally, chronically or critically ill. 
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	 IS ‘QUALITY OF LIFE’ INSURANCE FOR YOU?


	PROS
• Savings could be realized from buying multiple coverages together, though they might not be significant.
• A consumer might buy coverage that they weren’t likely to purchase if marketed separately.

CONS
• Consumers might have more problems comparing packages because each would have different features.
• Reading the fine print is even more important because the policy includes mulitple coverages. 
• There may not be as much money left to cover any other future need after accelerating payments under one rider.
— GETAHN WARD



	


