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Life Insurance – Protecting the People Who 

Depend on You 

When most people hear the word "insurance," the first thing that comes to mind is Life 

Insurance. 

It is perhaps the most recognised form of financial protection, yet it is also one of the most 

misunderstood. 

Many people view life insurance as something they need simply because they have a bond or 

children. While this is certainly true, the real purpose of life insurance is much broader. 

Life Insurance exists to protect the people who depend on you financially. 

It provides a financial safety net that allows your loved ones to maintain their lifestyle and 

financial security should you pass away unexpectedly. 

 

The Financial Consequences of Premature Death 

While no amount of money can replace a loved one, the financial consequences of losing an 

income earner can be severe. 

Consider what could happen if the primary breadwinner in a household passed away 

unexpectedly: 

• Home loan repayments may become unaffordable. 

• Children's education plans may be interrupted. 

• Household expenses still need to be paid. 

• Retirement savings contributions may stop. 

• Existing debt may need to be settled. 

• Surviving family members may struggle financially. 

Life insurance is designed to provide financial stability during one of life's most difficult 

periods. 
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What Is Life Insurance? 

Life Insurance provides a lump-sum benefit to your nominated beneficiaries if you pass away 

while the policy is in force. 

The purpose of the benefit is to provide financial support to those left behind. 

The proceeds can be used to: 

• Replace lost income 

• Settle debt 

• Fund children's education 

• Provide ongoing financial security 

• Cover estate costs 

• Protect business interests 

The benefit is paid directly to the nominated beneficiaries or into your estate, depending on the 

policy structure and beneficiary nominations. 

 

Who Needs Life Insurance? 

A simple question often helps determine whether life insurance is necessary: 

Would someone suffer financially if you were no longer here? 

If the answer is yes, life insurance should be considered. 

This commonly includes: 

• Married individuals 

• Parents with dependent children 

• Homeowners with debt 

• Business owners 

• Individuals supporting elderly parents or family members 

The greater the financial dependency, the greater the need for life insurance. 
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Life Insurance and Income Replacement 

One of the primary functions of life insurance is replacing future income. 

Imagine a 40-year-old parent earning R60,000 per month with 20 years remaining until 

retirement. 

The family is not simply losing today's income. 

They are potentially losing millions of rand in future earnings that would have supported: 

• Household expenses 

• School fees 

• University education 

• Retirement savings 

• Family lifestyle goals 

Life insurance helps bridge this financial gap. 

 

Settling Debt and Protecting Assets 

Many South African families carry significant debt, including: 

• Home loans 

• Vehicle finance 

• Personal loans 

• Business debt 

Following the death of a breadwinner, debt repayments may become difficult to maintain. 

Life insurance can provide the capital needed to settle these obligations and prevent surviving 

family members from having to sell assets or significantly alter their lifestyle. 

For many families, protecting the family home is one of the most important reasons for 

having life cover. 
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Providing for Children's Future 

Parents often invest considerable time and effort into creating opportunities for their children. 

Life insurance can help ensure that these plans continue even if a parent is no longer there to 

provide financial support. 

A life insurance benefit can help fund: 

• School fees 

• University education 

• Living expenses 

• Future opportunities 

In many cases, life insurance provides peace of mind that children's futures remain protected 

regardless of what happens. 

 

 

 

 

 

 

Life Insurance and Estate Planning 

Life insurance also plays an important role in estate planning. 

Upon death, estates may face various costs, including: 

• Executor's fees 

• Estate administration expenses 

• Outstanding taxes 

• Capital gains tax 

• Estate duty 

Without sufficient liquidity, assets may need to be sold to cover these costs. 

Appropriately structured life insurance can provide the liquidity required to settle these 

expenses and preserve assets for future generations. 
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Life Insurance for Business Owners 

Business owners often have additional responsibilities and risks. 

A business may rely heavily on the skills, relationships, or leadership of a key individual. 

Life insurance can assist with: 

• Buy-and-sell agreements 

• Business succession planning 

• Protecting business loans 

• Key person protection 

Without proper planning, the death of a business owner can place significant strain on both the 

business and the surviving family. 

 

When Is Life Insurance Most Important? 

Life insurance needs typically increase during the years when financial responsibilities are 

greatest. 

This often occurs between ages 30 and 55 when individuals are: 

• Raising children 

• Paying off a home loan 

• Building a business 

• Saving for retirement 

During this stage of life, the financial impact of premature death is usually at its highest. 

As debts reduce, children become financially independent, and retirement assets grow, the 

need for life insurance may gradually decrease. 

This is why regular reviews are important. 

 

 

 

 

 



 

  
This Document Is Copy Right Protected 7 

 

How Much Life Insurance Do You Need? 

There is no universal answer. 

The appropriate amount of life cover depends on factors such as: 

• Income 

• Debt levels 

• Family responsibilities 

• Education funding needs 

• Existing investments 

• Retirement savings 

• Estate liquidity requirements 

The objective is to ensure that your family remains financially secure if you are no longer 

able to provide for them. 

The Greatest Gift You Leave Behind 

Many people view life insurance as something they will never personally benefit from. 

In reality, life insurance is not purchased for yourself. It is purchased for the people you 

care about most. 

It is a promise that your family will have financial support when they need it most. 

It is a way of protecting the goals, plans, and opportunities you have worked so hard to create. 
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Final Thoughts 

Life insurance is not about preparing for death, it is about protecting life for those left behind. 

A well-structured life insurance plan can help replace lost income, settle debt, provide for 

children, protect family assets, and ensure financial stability during a difficult time. 

While none of us can predict the future, we can take steps today to protect the people who 

depend on us. 

 

FinEd – Empowering Better Financial Decisions Through Education 

This article is intended for educational purposes only and should not be construed as financial, 

tax, accounting or legal advice. Professional advice should be obtained before implementing 

any financial strategy. 

 


