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Abstract

A large number of independent financial planners are leaving the industry permanently or joining alternative
models. The aim of this article was to determine the factors affecting independent financial planners on the
sustainability of independent financial planners.

This was a cross-sectional study conducted among 525 independent financial planners practising in the long-
term insurance industry in KwaZulu-Natal province, South Africa. A self-administered, anonymous questionnaire
was distributed via QuestionPro software program. A total of 115 participants completed the questionnaire.

Results had shown that legislation was a key factor affecting independent financial planners. A quarter of
respondents indicated that they had considered exiting the industry within the last five years and among them
73% reported compliance legislation as the major reason. One third of respondents experienced a decrease in
income over the last five years with 60% confirming that commission regulations negatively impacted on their
income. Over half of the respondents agreed that clients are using alternative channels for the purchase of
insurance products.

Independent financial planners need to incorporate social media and other forms of technology in their practices
for the marketing, distribution and sale of products and services to retain and attract new clients.
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1. INTRODUCTION

The financial services sector impacts all citizens of South Africa (SA). It stimulates economic
growth and job creation. It fosters the building of infrastructure and sustainable development
for SA. This sector facilitates daily economic transactions enabling people to save and
preserve wealth for goals (Department of National Treasury 2011:1-85).

According to the Department of National Treasury (2011:1-85), the financial services sector
comprises banks, insurance companies, investment companies, pension funds, securities

markets and regulators.

In South Africa the financial service sector comprises over R6 ftrillion in assets and
contributes 10.5% of the gross domestic product of the economy annually. It employs 3.9%
of the employed South Africans and contributes at least 15% of corporate income tax
(Department of National Treasury 2011:1-85).

2. LITERATURE REVIEW

Independent financial planners have been subject to various challenges in recent years.
Costs to distribute insurance products through independent financial planners are viewed as
high. Legislation implemented to regulate the industry is perceived as complex and
voluminous (Financial Services Sector Assessment Report 2014:1-108). Consumer
expectations and buying preferences are changing.

The emergence of non- traditional or alternative channels like direct insurers, online sales,
telemarketing and bank financial planners are challenging the market share of independent
financial planners (Financial Services Sector Assessment Report 2014:1-108).

In South Africa, financial service sector comprises over R6 trillion in assets and contributes
10.5% of the gross domestic product of the economy annually. It was estimated that total
employment in the banking sub-sector amounted to approximately 157 000 in 2011 which
was up from around 155 000 in 2010, with Investment Banking contributing to 11% of the
total number for 2011, while Retail Banking accounted for the remaining 89% (Financial
Services Sector Assessment Report 2014:1-108).
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2.1 International perspective

Financial planners provide advice to people in respect of wealth creation and retirement
planning (Hawkins 2003:1-32). Jonathan Dixon, Deputy Director of the Financial Services
Board (FSB), states that “A key element of adequate consumer protection is the value of
good advice and the FSB places a high value on independent advice to consumers” (Van
Flymen 2013:22). Independent financial planners help the public understand the investment
and risk options available to meet their financial goals.

The absence of independent financial planners could affect the goals of wealth creation
(Hawkins 2003:1-32). Further, Melzer (2006:Internet) states that the lack of professional
financial advice provided to consumers could result in inadequate provision for death,
disability, retirement and general savings. This could place a strain on the financial
resources of the government because people who have not saved sufficiently would become
dependent on the government social age pension. A sound financial plan prepared in
consultation with an accredited professional financial planner would prevent the public from
becoming dependent on government social grants. The demise of independent financial
planners could result inadequate financial planning services being available to the public and
at an unaffordable cost.

Internationally there has been a decline in the market share of independent financial
planners around the world except the middle and east European countries. In the United
Kingdom (UK), sales of insurance products by independent financial planners decreased
from 90% to 73% over the first decade of the 21% century. Less than 60% of insurance
products were sold through independent financial planners in 2005 in the UK (Gentle
2007:84-86).

2.2 South African perspective

The financial planning industry in SA is in the process of evolving from a sales orientated
industry to a fully-fledged financial planning profession. In the past, a person selling
insurance products only required product knowledge and sales skills. Today, the same
individual has to be a financial planner providing financial planning advice to clients on

estate, retirement, investment and business planning. Independent financial planners have
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to move from salesman to planners, educating clients and assisting them with financial

planning decisions and purchases.

2.3 Factors influencing the decline of independent financial planners

The reasons identified for the decline of independent financial planners are: legislation
(compliance, education and commission), technology (mobile, internet and telemarketing),
competition from direct insurers, tied or franchise planners and bank employed advisors, and
customer perceptions and expectations of independent financial planners.

These reasons are substantiated by the Broker Confidence Index 2013 undertaken by CIB
Insurance Administrators. This measures the confidence level of insurance brokers on a
number of issues concerning the South African economy and the insurance industry.
According to this survey, 31.9% of brokers view regulations as the biggest challenge for
insurance brokers in South Africa. A further 28.3% cited direct insurers and 30.1% cited the
economy (CIB 2012:Internet).

2.3.1 Legislation

Legislation has negative and positive effects on financial planners. There is a need for
consumer protection and as such relevant legislation is required. It does ensure economic
stability, consumer protection, transparent access to financial services and the assurance
that entities and individuals operating and practising in the industry are correctly licensed
and registered.

Regulations are implemented to rectify market failures, ensure economic stability and
provide consumer protection (Schiro 2006:25-30). As such, the South African government
introduced legislation to regulate the financial services industry. The objective of legislation
is to provide a safer financial environment, to ensure public protection and foster confidence.
A well-regulated financial system is vital for financial stability and sustainable economic
growth.

The South African financial services industry has become subject to various pieces of
legislation. Legislation ensures that the public has access to financial services providers who
are correctly licensed and registered. It also ensures that fees and commission payable are
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fair and transparent. The object of consumer protection requires professionalism in respect
of the participants in the financial services industry. Benfield (1999:Internet) stated that
legislation similar to FAIS introduced in the UK and Australia resulted in almost 40% of
financial planners exiting the industry.

2.3.2 Financial planners’ commission debate

Commission compensation is related to the signing of a contract and conditional on the
payment of a premium (Focht, Richter & Schiller 2013:329-50). According to Schwepker and
Good (2010:299-317), monetary reward is viewed as a motivator that impacts on a
salesperson’s actions and decisions.

Financial planners may engage in mismatching uninformed consumers with inappropriate
insurance companies. This will be done if it is profitable and increases payoffs (Focht et al.
2013:329-50). This could lead to a conflict of interest and ethical problems. The financial
planner may be biased towards a particular insurer or product where he or she is not
remunerated for the advice provided to consumers but receives a commission from the
insurer. This could create wealth for the planner but the product may be inappropriate for the
customers (Tseng & Kang 2014:26-42).

High commissions are paid to financial planners on the assumption that an insurer will have
the business on books for approximately 10 years. However, in some cases 50% of such
policies lapse after 4 years and these policies will not result in profits (Gentle 2007:84-86).

2.3.3 Technology use in financial planning

Channels such as call centres, internet and mobile devices are becoming attractive for
marketing, distribution and sale of insurance products to the public. The internet, mobile
devices and social networks have gained prominence over the past decade. This has
contributed to the birth of a new generation of consumers who want simplicity, speed and
convenience for their financial interactions. As such, consumers use online channels for the

purchase of products (Ernst & Young 2012:1-20).

The financial services industry has adopted new channels through the developments in
technology (Hughes 2006:113-129). In the UK, non-traditional channels have negatively
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affected the traditional independent financial planner channel. The market share of
independent financial planners decreased from 90% to 73% and in 2004 over 60 billion
pounds of premiums related to the life and pension industry were generated through
alternative channels. Further less than 60% of life insurance was sold through independent
financial planners compared to 93% in 2000 (Gentle 2007:84-86).

2.4 Motivation for the study

The South African insurance broker industry is facing a potential crisis because a significant
number of independent financial planners are leaving the industry permanently or joining
alternative models. According to the Financial Services Board (FSB), there are
approximately 12 000 licensed financial planners in SA with less than 20% younger than 35
years old (Coetzer 2013:Internet).The average age of the South African financial planner is
54 years old and equates to more than 70% of the planners.

Thus in the next five to ten years many of the financial planners in SA would have retired
(Institute of Practice Management 2012:1-29). There is a decrease in the number of new
entrants into the industry (Coetzer 2013:Internet). This will put pressure on independent
financial planners’ succession and continuity plans. According to Field, Froser and Kolarl
(2007:3646-62), the broker market is declining due to the changing regulatory environment.
Therefore, the objective of this study was to determine the factors affecting independent
financial planners to leave the industry in KwaZulu-Natal, SA.

3. RESEARCH METHODOLOGY

Since no previous study conducted among independent financial planners in KwaZulu-Natal-
this study focussed on the independent financial planners working in KwaZulu-Natal, SA.
Independent financial planners provide financial planning advice to consumers. This includes
advice on estate, retirement, investment and business planning as well as on disability and
dread disease protection. The advice entails the sale of products to satisfy any shortcomings
or gaps identified.

Planners have to be licensed by the FSB to market, distribute and sell insurance products.
The approval of the license depends on the planner possessing the appropriate
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qualifications and experience. Planners should have contracts with at least two or more
insurance companies to justify their independence (otherwise they would be seen as tied
agents of a particular insurance company). Further, independent financial planners require
accreditation from the various product providers’ to be able to sell these product providers’
products.

3.1  Population, samples and data collection

The population for this research study was the independent financial planners practising in
the long term insurance industry in KwaZulu-Natal province. The reason for this is that Old
Mutual is one of the largest financial service providers in South Africa and one of the
researcher was working for the company.

The population was 525 independent financial planners who have contracts to market,
distribute and sell Old Mutual risk and investment products. No sampling method was used
as the population size was part of the study. The self-administered, anonymous
questionnaire was sent to all the independent financial planners via QuestionPro program
which is an online survey instrument. A letter of consent accompanied to the questionnaire.
Two reminders were forwarded to respondents who did not complete the questionnaire after

the initial e-mail invite.

3.2 Data collection instrument

The questionnaire was divided into five sections. The first section pertained to demographic
details. Second section consisted of legislation, followed by technology, alternative channels
and the final section consisted of clients’ expectations and perceptions of independent
financial planners (independent financial planners’ perspective) on how financial planners

perceive the career of financial planning.

3.3 Pre-testing of the questionnaire

The questionnaire was pretested amongst the regional manager of Broker Distribution, in
KwaZulu-Natal province, two legal advisors and three independent financial advisors to

reveal the weaknesses of the measuring instrument. Therefore, it was the researcher’s
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assumption that five people would be good to pre-test the questionnaire. This was done to
ascertain the duration of time that would be spent on completing the questionnaire. Further,

improvements were made to the questionnaire on recommendations from the pilot study

group.

3.4 Ethical issues

Ethical clearance was obtained from the University of KwaZulu-Natal. A gatekeeper’s letter
was obtained from the Regional Manager of Broker Distribution, KwaZulu-Natal to use the
Old Mutual's database of independent financial planners. The questionnaire was
accompanied by a letter of consent. Participants were advised of confidentiality and
anonymity. Further, participants were allowed to exit the questionnaire at any stage.
Participation in the study was voluntary.

3.5 Data analysis

Initially data were exported to SPSS program for analysis. Descriptive statistics such as
frequency distribution was run for all the variables. Chi-squared test of association was
carried out to find association between two categorical variables. A p-value <0.05 was
considered statistically significant.

4. RESULTS AND DISCUSSION

A total of 525 questionnaire was sent via online survey instrument to all the independent
financial planners. Only 115 completed questionnaires were received. Therefore, the
response rate was 22%.

Table 1 shows the summary of socio-demographic informations of the respondents. Results
indicated that the independent financial planning industry in KZN is a male dominated
industry, with over 88% of the respondents being male. Majority (77%) of the respondents
are over 45 years with the average age of respondents being approximately 51 years. This
supports the finding of survey conducted by the Institute of Practice Management (2012:1-
29) that found that the average age of planners was 54 years. This supports the view of Bird
(2014:Internet) that independent financial planning as a career was on the decline. This is a
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cause for concern as it indicates that the industry is an aging one with fewer people entering
the industry or becoming independent financial planners.

It was found that 67% of all respondents either possess a grade 12 secondary qualification
or a one year diploma. The results indicate that a third of the respondents had a diploma as
their highest educational qualification. This contrasts with the Institute of Practice
Management survey (2012:1-29) that found that 92% of respondents did not further their
post matric qualification. This could be due to this study being restricted to independent
financial planners in KZN, whilst the former survey included all types of financial planners
practising in the financial services sector throughout the country.

Over half of all respondents earned between R250 000 and R750 000 in 2013, with
approximately 31% earning between R250 000 and R500 000. At least one fifth earned over
R1 000 000. In terms of the survey undertaken by the Institute of Practice Management
(2012:1-29), independent financial planners’ profit margins are decreasing due to legislative

requirements.

TABLE 1: Socio-demographic information of the participants (n=115)

Demographic Characteristic Percentage
Gender Male 87.16
Female 12.84
Age 25 and under 8.86
26 t0 35 6.19
36 to 45 16.81
46 to 55 43.36
56 or over 24.78
Race Asian 44.95
Black 4.59
Coloured 1.84
White 46.79
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Other 1.83
Years practisingasa | 1to5 12.04
financial planner
6to 10 5.56
11t0 15 13.89
16 to 20 13.89
211025 17.59
>25 37.03
Highest education < Grade 12 0.93
qualification
Grade 12 32.70
Diploma 33.64
Degree 16.82
Honours 8.41
Other 2.80
Highest post matric RF1 6.48
financial planning
education RF2 12.04
quallflcatlon RF3 29.63
CFP 34.25
Advanced CFP 0.93
Other 16.67
Annual income for the | > R250 000 8.26
year ending 2013
Between R250 000 and R500 000 31.19
Between R500 000 and R750 000 26.61
Between R750 000 and R1 000 000 13.76
>R1 000 000 20.18

Source: The current study

Table 2 indicates that over two thirds of respondents view the advice component of their job
as the most important. Selling and marketing rank as the second and third most important
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functions in an indepedent planner’s praticise. The is in line with the requirements of FAIS
legislation that requires planners to provide advice to clients before the sale or marketing of
a product (Part VIl of the General code of conduct for authorised financial service providers

and representatives - FAIS Act).

TABLE 2: Factors affecting independent financial planners to leave the
industry (n=115)

Factors mpornt | : ¢ | mporen
Administration 3.85 15.53 29.41 47 8.05
Marketing 5.77 2330 40.20 26 5.75
Selling 15.38 4078 2059 16 6.90
Advice 68.27 16.50 5.88 3 10.34
Other 6.73 3.88 3.92 8 68.97

Source: The current study

Over one quarter of all respondents have indicated that they had considered exiting the
industry within the last five years (Table 3). Of those planners that considered exiting the
industry, compliance legislation is cited as the most popular reason (73%) for exiting the
industry (table 3).

These findings are in line with Institute of Practice Management (2012:1-29) that found that
regulatory compliance costs are adversely affecting independent financial planners. In
addition the findings of this study confirm the findings of the Coredata survey (2014:Internet)
where it was found that independent financial planners were exiting the industry because of

compliance legislation.
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TABLE 3: Reasons for financial planners exiting the financial industry
(n=115)

Variable Percent

Considered leaving the insurance industry in the last five years

No 74

Yes 26

Reasons for leaving

Financial reasons 5
Compliance legislation 34
Competition e.g. direct insurers, telemarketing, bank financial advisors 3
Personal 2
Not applicable 51
Other 5

Source: The current study

Table 4 shows that 70% of respondents either agree or strongly agree that compliance
legislation has resulted independent financial planners rendering an improved quality of

service to clients.

This is in line with the purpose of the TCF. TCF was implemented to ensure that all
stakeholders in the insurance industry design and sell appropriate insurance products to the
public. This supports the literature review that found that compliance legislation does
promote consumer protection ensuring economic stability, as stated in the Department of
National Treasury policy document (2011:1-85), “A Safer Financial Sector to Serve South
Africa Better”.

Journal of Contemporary Management Volume 13 Page 567
DHET accredited 2016
ISBN 1815-7440 Pages 556-577



KM PETER Factors affecting the sustainability of
M HOQUE independent financial planners in
KwaZulu-Natal Province, South Africa

TABLE 4: Perceptions of financial planners regarding legislation (%)

Statements regarding legislation *SD D U A SA
Compliance legislation has resulted in
L . ) 1 1 4 2
financial planners rendering an improved 4
. . . 0 6 4 6
quality of service to clients
RE1 and RES5 examinations and CPD
o . . 1 4 3
are a necessity in the financial services 2 7
. 3 7 1
industry
The educational entry requirements into
o L 1 4 1 2
the financial planning industry are 6
. 0 3 3 8
stringent
The experience entry requirements into
o L 1 4 1 2
the financial planning industry are 4
. 0 3 5 8
stringent

#SD=strongly disagree, D=disagree, U=unsure, A=agree, SA=strongly agree

Source: Results from the current study

It was found that almost one third of all respondents either agree or strongly agree that the
educational and experience entry requirements are stringent (table 3). This is in line with the
results of the Coredata survey (2014:Internet) that found that planners have a wealth amount
of industry experience but do not have the required financial planning qualifications.

Further, the Coredata survey’s results confirmed that due to educational requirements 15.7%
will resign from their current roles, 3.9% will exit the industry and 7.8% are undecided about
their future. Finanial planners have to comply with the fit and proper requirements
(experience and educational qualifications) in terms of the FAIS Act to practise as a financial
planner. However, it is evident that this compliance aspect of the FAIS Act is viewed as
stringent by independent planners. Over one third of all respondents experienced a
decrease income over the last five years (Table 5).
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TABLE 5: Financial planners perception regarding commission regulations

(n=115)
Variables Percent
Decrease of income over the last five years
Yes 38
No 62

Commision regulations have had an advsere impact on independent financial planners’ income

Yes 60

No 40
Commission or fee based practice

Commission based 92

Fee based 8
Number of insurance companies contracted to

<3 5

At least 3 95

Source: The current study

Sixty percent of all respondents positively reported that commission regulations have

negatively impacted on their income . This is line with the commission regulations where

commission payable on investments policies effected after 1** January 2009 is limited to

2.5% payable upfront and 2.5% paid as and when premiums are received (LTA).

Further, these findings support the research conducted by Coredata (2014:Internet) that

revealed that 57.9% of independent financial planners view commission regulation as their

biggest challenge.
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Less than 10% of respondents have adopted a fee based practise, which may become a rule
with the future Retail Distribution Review legislation. This supports the findings of the
Coredata survey of 2013 where it was found that only 12.8% work on fee based model.

Almost all (95%) of the respondents were contracted to market, distribute and sell at least
three or more insurance companies’ products (Table 5). This may be in line with good
business practice requiring financial planners to provide clients with at least three quotes
from different product providers.

Table 6 indicates that about 70% of all respondents have more than 4 contracts. Industry
practice requires independent financial planners to present clients with a minimum of three

quotes from three different companies.

TABLE 6: Association between achievement of financial targets and number
of insurance companies contracted to

Number of insurance .
. Chi-
companies contracted to P-
squared
value value
1 2 | 3|14 ]| 5
Achievement of financial targets ves 2 2 1 4118
f _ 8.67 0.067
of companies contracted to No ol 2191359

Source: The current study

However, this table indicates that the more contracts an independent financial planner has,
the less likely he or she was to meet the financial targets of those insurance companies with

whom he or she had contracts.

To remain contracted with insurance companies and to have a face to face business
consultant service an independent financial planner, the planners have to write business of a
set minimum amount (which differs from company to company) This may be onerous. Thus
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independent financial planners are found wanting due good business practice determined by
industry expectations.

Table 7 indicates that almost 90% of respondents who did consider leaving the insurance
industry in the last five years did not meet the financial targets of the all the insurance
companies with whom they had contracts in 2013. Further, 71% of repsondents who did not
intend leaving the industry in the last five years did not meet the financial targets of all
insurance companies with whom they had contracts in 2013. Insurance companies include a
financial target in the contract granted to an independent financial planner. If planners fail to
meet this target certain services and benefits associated with having a contract with that
insurance company are not provided. Industry practice dictate that independent financial
planners provide clients with three quotes from three different companies. However, if they
are unable to meet the financial targets of the companies, they face the risk of having their
contract suspended, wirhdrawn or cancelled. This could lead to them exiting the industry due

to them not having a minimum of three insurance contracts.

TABLE 7: Association between achievement of financial targets and exiting
the industry in the last five years

Exiting the industry in the
last five years Chi-squared
p-value
value

Yes No
Achievement of financial targets of ves 3 23

companies contracted to in 2013 3.581 046
No 25 58

Source: The current study

According to figure 1, almost all repondents use some form of technology in their practise
(99%), and 96% perceived technology as an enabler in their practices. This supports the
view of Deloitte (2013:1-8) that states technology facilitates a client centric approach
affecting every stage of the buying process.
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99

95
M Yes
B No
1 4 >
[ ] [ ]
Use techneology in your View technology as an View technology asa
practice (e.g. internet, enablerin financial disruptor in financial
online tools etc.) planner's practice planner's pratice

FIGURE 1: Use of technology (%)

Source: The current study

Views in respect of alternative channels (competition) on independent financial planners are
summarized in table 8. It was found that 56% of all respondents agree or strongly agree that
clients are using direct insurers to purchase insurance products, and 42% of respondents
either agreed or strongly agreed that consumers were using online facilties to purchase
insurance products. This supports the results of the Capgemini survey that found that
customers now use the internet for research and purchase of insurance products
(Capgemini 2013:1-48).

Further, according to a survey conducted by Deloitte in 2010, direct channels allow
insurance companies to increase sales whilst keeping costs low. The findings also support
the views of Stone, Kiran, Brew & Selby (2002:387-401), and Easingwood and Storey
(1996:211-24) who hold that insurance companies are using various distribution channels to
keep costs low and to reach a wider market.
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TABLE 8: Results of perceptions of alternative channels (competition) to
independent financial planners
Statements S.t rongly Disagree | Undecided Agree Strongly
disagree agree
Direct insurers e.g. Dial Direct, 1 Life
Direct and Outsurance have restited 467 24.07 12.96 46.30 12.04
in clients using this facility to purchase
insurance products
Availability of online facilities have
resulted in clients using this model for 4.59 32.11 21.10 38.53 3.67
the purchase of insurance products
Availability of telemarketing has
resulted in clients using this model for 2.78 3242 16.67 42.59 5.56
the purchase of insurance products
Bank fmanmgl planners have access 0.93 280 9.35 49,53 37 38
to a larger client base

Source: The current study

Almost half (48%) either agree or strongly agree that clients make use of telemarketing to
purchase insurance products. This supports the survey of Deloitte (2010:1-20) that
telemarketing is emerging as a prominent alternative distribution channel. Over 86% of
respondents agree or strongly agree strongly agree that bank financial planners have access
to a larger client base.

Approximately 86% of respondents either agree or strongly agree that clients are more
financially literate (Table 9). However, in terms of Figure 4.24, 62% of all respondents either
strongly disagree or disagree that clients’ buying preferences are changing (i.e. a move
away from indepedent financial planners to online purchases). This contrasts with the
Capgemini study that found consumers prefer to use low cost more convenient channels to

purchase financial products (Capgemini 2013:1-48).
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TABLE 9: Clients expectations and perceptions with regard to services
provided by the financial planners

Statements SD D U A SA
Clients are more financially literate 1 8 5 65 21

Clients’ buying preferences are changing i.e. a move

away from purchasing insurance products via 6 56 17 16 5

independent financial planners to online purchase

Clle.nts weyv |n.dependent fllnanC|.aI planpers as 15 8 A 60 28
advice providers in respect of financial planning

Clients view independent financial planners as

information providers only (i.e. providing information 8 52 7 21 12
on product features and benefits)

Client value .the advice that independent financial 1 4 1 55 39
planners provide

Source: The current study

5. RECOMMENDATIONS

The following recommendation are made based on the study findings:

» Tertiary institutions in the province could incorporate subjects or courses related to

financial planning in the curriculum of applicable degrees or diplomas. The tertiary

institutions in KZN could offer the Diploma and the Advanced Diploma in Financial

Planning as is offered by the Universities of the Free State, Stellenbosch and Nelson

Mandela bay or the Nelson Mandela University.

= There has to be a concerted effort on the part of all stakeholders to professionalise the

industry. The legislation that has been enacted is a step in the right direction. The

minimum qualifications required to practise as a financial planner will result in
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confidence and trust on the part of consumers in the profession and the independent
financial planners practising in the profession.

= Legislation regarding the fee based model (RDR) needs to be embraced by independent
financial planners as means to professionalise the industry. This will give credibility and
add value to the profession.

= Consumers need to be made aware of legislation highlighting the financial planning
process. Emphasis should be placed on educating consumers on the use of
independent financial planners to better meet their financial goals. Consumers must be
educated as to the impartiality on independent financial planners who are in licensed to

sell products of more than one insurance company.

= Independent financial planners need to incorporate social media and other forms of
technology in their practices for the marketing and sale of products and services to

retain and attract new clients.

= Finally, further research should be conducted amongst consumers or purchasers of
insurance products to determine their perceptions and expectations of the financial
planning industry.

6. STUDY LIMITATIONS

There is a lack of academic literature on factors affecting the independent financial planners,
particular in South Africa. This could be due to the fact that financial planning is a relatively

new profession.

The population was limited to independent financial planners in Kwazulu-Natal that have
contracts with Old Mutual. This may not include all independent financial planners in the
province as not all independent financial planners have Old Mutual contracts. It did not
include those operating in the short term insurance industry. These planners would face
similar challenges as they are subject to the same factors affecting those that practice in the
long term insurance industry. Therefore, the results of the study should be interpreted with

caution.
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7. CONCLUSION

The findings of the study indicate that the there are various factors that impact on the
independent financial planners. Legislation, technology and alternative channels are
identified as key factors for sustainability of the financial planners. Clients’ financial literacy
affects independent financial planners by placing additional demands on their practices.
Respondents are divided on clients’ expectations for their commission or fees to be
discounted.
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