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Introduction

Since our first report in 2012, the Vero SME Insurance Index

has examined trends for SMEs and their insurance purchasing

behaviour and what these changes mean for our broker partners.

In keeping with this tradition, we are very pleased to present the

eighth edition of the Vero SME Index, providing brokers with

market-leading insights on SME attitudes, expectations and

behaviours to help you succeed in this era of change.

Vero has a long and proud history —
over 180 years — of providing quality
insurance products to Australians.
Our over-arching mission is to ensure
your business’ success, empowering
brokers to better understand, service
and connect with their customers.

Every year we gather feedback

from the broking community to

keep the Vero SME Insurance Index
relevant and of value. We thank
those who have taken the time to
share their thoughts and experiences
on the ever-changing landscape

of insurance.

You asked us to build on the findings
from last year's report, so we
specifically tailored our research
questions to delve into the most
pressing issues facing Australian
insurance brokers today.

Last year, we identified that many
SMEs buy their insurance using a
combination of brokers and direct
channels. This trend appears to
be continuing, so we have taken
another look at the data to gain
further insights. Also of interest

is the interplay between SMEs'
understanding of the complexity
of insurance and their perceptions
of brokers’ expertise.

Lastly, we look at how brokers
can position themselves to ensure
they are seen as experts with a
clear role to play throughout the
insurance process.

The report itself has gained an
industry-wide reputation for being
credible, thorough and relevant,
providing a benchmark for the
industry to track its progress over
the last decade. This year's findings
are no exception.

The research shows several ways in
which brokers can grow relationships
with both current and future SME
clients, rebuilding their confidence in
our profession and adding even more
value. Across the board, it's evident
that, with the right understanding,
insights and tools, brokers have the
power to create client connections
that are both resilient and mutually
beneficial, so we look forward to
supporting you with some of these
initiatives throughout the year as

an extension of the SME Insurance
Index Report launch.

We are proud to commit to providing
ongoing support and insights to
brokers, and hope that these findings
are helpful as you and your brokerage
plan for the year ahead.

Anthony Pagano
Vero Head of Commercial
Intermediaries
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11 A broker, if he had
knowledge, expertise,
experience ... | don't

care what you charge

me. I'll pay. L L)

Nada, Florist
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Findings

Our 2019 report focuses on the state
of our industry and the key areas of
interest include:

e How broker usage is changing
e The reasons SMEs use brokers

e Building brokers’ roles as
trusted advisers

¢ Making the claims process
easier for SMEs

e Opportunities in risk management

Vero SME Insurance Index 2019 5




11 I'd like to get everything
through a broker, primarily
lbecause there are so many
insurances that | have that
it's just hard to keep track. 5y

Mario, Storage
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How broker

usage is changing

The trend of SMEs buying via a variety of channels
continues to grow, and this has big implications for

the ways in which brokers do business.

Key insights

@

More SMEs are using
a mix of brokers and
direct channels to
buy their insurance,
with 60% buying
some, but not all,

of their insurance
through a broker.

®

Those SMEs under
40 years of age and
who think that brokers
aren’t up to date, are
even more likely to
use a mix of channels.

®

SMEs tend to buy their
more complex covers,
such as indemnity

or industrial special
risks, through brokers,
while buying simpler
covers, like motor
vehicle or workers
compensation, direct.

Vero SME Insurance Index 2019 7



Before delving into the

ways in which brokers

can improve their client
relationships, it's important
to understand how broker
usage is changing — and

it has been changing for
quite a while.

While broker usage is stable this
year, with around 36% claiming
to use a broker and 64% buying
direct (see Figure 1.1), insurance
purchasing behaviour is becoming
more and more complex. With
many different purchasing options
available, buying through both
brokers and direct channels is
now very common —and it's
increasing significantly.

Figure 1.1: Last insurance purchase by channel
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Chapter

How broker usage is changing

In 2019, 60% of SMEs claimed This means that many brokers The data reveals that there

to buy between 1% and 89% have at least some level of are two groups of SMEs who

of their insurance from a broker, relationship with a large portion are even more likely to use a

which is up from 42% last year of Australian SMEs. These combination of channels when

(see Figure 1.2), and only one- relationships put brokers in good buying their insurance. First of all,

quarter of respondents stated that ~ stead, giving them a strong almost four in five SMEs under

they do not use a broker at all. starting point from which to build 40 years claim to use a mix of
deeper levels of engagement. channels (see Figure 1.3).

BROKER TIP

Be dynamic and willing to adopt current ways of working. This will help your brokerage

remain relevant to the younger generation of SMEs and ensure they see the value of working
with a broker.

Figure 1.2: Percentage of insurance purchased Figure 1.3: Percentage of insurance purchased
through a broker through a broker, by age
[¢)

27% 16% 10% 22%

42% 60% 78% 46%

31% 24% 33%

13%
2018 2019 Under 40 years
40 years and over

B Non-users (0%) M Mixed users (1-89%) B Heavy users (90-100%)
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Chapter

How broker usage is changing

Similarly, attitudes towards brokers Figure 1.4: Those who think that brokers are not up to date
can make a difference to an SME's with current ways of working

tendency toward mixed usage. In

particular, if SMEs believe that brokers

are not up to date with current ways

of working, they are more likely to . \
use a combination of purchasing

chqnnels. One-third of mllxed users 8%, 33% 17%
believe that brokers aren’t up to date,

compared to less than one in five

heavy broker users and less than

one in 10 non-users (see Figure 1.4). _
Non-users Mixed users Heavy users

Knowing that a significant number of

SMEs buy their insurance through a

variety of channels raises an obvious (%o Agree)
question — which covers do they buy

through a broker and which do they

buy direct? (See Figure 1.5.)

Figure 1.5: Policies purchased by channel

b &

More likely via broker More likely via direct

Professional indemnity Public liability

Management liability Commercial property
Business interruption (including fire and theft)

Industrial special risk Commercial motor vehicle

Cyber insurance Workers compensation

Marine (includes inland

. Travel insurance
transit & cargo)
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While this breakdown may suit
brokerages who prefer to focus
on more complex, high-value
covers, it means that brokers
don't get to manage the whole

of their clients’ insurance and risk
needs, which impacts their ability
to act in a broader capacity as

a risk adviser.

Focusing on SMEs who choose

to buy their simpler policies direct,

the research finds that they're
moving away from brokers for
a range of reasons. The main
reason is simple availability,
with 28% saying that they are
using a broker less because the
policies they need are available
direct (see Figure 1.6).

CONSIDERATIONS FOR BROKERS

e Brokers need to build and strengthen
relationships with existing clients to
ensure that their clients are buying as
much of their insurance through them

as possible.

Particularly concerning is that
21% simply can't see the value
that brokers add, providing
further evidence of the need for
brokers to demonstrate value
and expertise to their clients.

¢ |s it optimal for brokerages to focus only on
more complex covers or are they missing
opportunities for volume and deeper
relationships by not selling simpler covers?

This is an important strategic business
decision that brokers need to consider.

Figure 1.6: Reasons to use brokers less

28%

22%
19%

14%

Policies available
direct

B Buy simple policies direct

Bundling covers
together

21%
) 19% 18%
17% 16%
1%
Couldn't see Slow response Poor customer
value time service

B Buy simple policies via broker
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11 They're people
who are keen within the
industry and understand
the issues. LL)

Yarek, Architectural Design
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Changing

attitudes towards
broker expertise

As SMEs are finding more insurance information

online, some are gaining a falsely simplified view of

increasingly complex products. There is a direct link

between these skewed perceptions and the uptake

of broker expertise.

Key insights

@

SMEs claim to find most
iInsurance tasks relatively easy,
even more complex tasks such
as evaluating the insurance
needs of their business.

®

The number of SMEs
who value, and work
with, brokers because
of their expertise,

Is declining.

Vero SME Insurance Index 2019 13



Chapter

Changing attitudes towards broker expertise

Those who know insurance well
understand how intricate it can
be. But the research has found
that SMEs don't necessarily
feel the same way. This means
that brokers need to educate
SMEs on the complex nature

of insurance tasks —and the
potential repercussions of not
doing them correctly.

As a result, this year, for the first
time, SMEs were asked how easy
they find a range of insurance
tasks, from administrative details
to deciding the right insurance
cover for their business.

The data shows that most SMEs
are relatively comfortable with
the majority of insurance tasks.
Unsurprisingly, a large majority
(78%) find administrative tasks
such as contacting their insurer or
changing their details relatively
easy (see Figure 2.1).

More worryingly, three-quarters
of SMEs claim to find evaluating
the insurance needs of their
business easy.

This includes understanding the
risks that face the business and
determining appropriate levels

of coverage, which are highly
complex undertakings that require
expert, professional advice.

Without this expertise, SMEs are
at significant risk of being under-
insured or having inappropriate
insurance for their needs.

There is a clear and concerning
lack of understanding about the
complexities of insurance and
the risk of under-insurance.

By exploring the behaviours of
those SMEs who claim to find
evaluating insurance needs easy,
several clear trends emerge

(see Figure 2.2):

e They are more likely to be using
a broker less than they used to.

e They tend to choose to
purchase their insurance direct
because it's easy.

e They are more likely to have
never done a formal risk
analysis of their business.

Figure 2.1: Perceived ease of insurance tasks

‘ 78°/°> \ 75%’ 63%> 56%> 39)

Admin tasks
for insurance

Evaluating
insurance needs

Sourcing the
right insurance

Managing
claims

These trends illustrate that SMEs
have a relatively low level of
involvement in insurance and
may not be fully cognisant of

the risks facing their business.
The belief that understanding
insurance is easy also impacts the
perceptions of insurance broking
as a profession. If evaluating
insurance needs is easy, then
what need is there for an
insurance broking professional?

Expertise has always been one of
the main reasons for SMEs to use
a broker and it's a core element
of the broker value proposition.
But this year the data shows a
marked drop in the number of
SMEs who say that they use a
broker because of their expert
knowledge and advice, from

39% last year to 32% this year.

This is a significant concern as it
strikes at the heart of the unique
benefit brokers can deliver their
clients and suggests brokers
need to continually communicate
and build awareness of the
importance of their expertise
and advice (see Figure 2.3).

Policy
wording

Ease of insurance tasks (90 who find it easy)

BROKER TIP

Be more proactive and provide information and in-depth analysis. (For example, comparisons

of different policies, reasons for recommending certain policies and levels of coverage.)
If you take these steps, clients will be more likely to appreciate your expertise.

14 Helping navigate in an era of change



Figure 2.2: Profile of those who find evaluating

insurance needs easy

Find evaluating

Figure 2.3: 970 who use brokers due to

their expert knowledge and advice

Don’t find evaluating

insurance easy insurance easy 40% 39%
Usi broker | 32%
sing a broker less [ ")
(% yes) 51 /o 38 /o
Purchase insurance 0 (/)
direct because it's easy 46 A) 26 /o
2017 2018 2019

Have never done a
formal risk analysis

36%

13°%

My broker provides expert knowledge and advice

Figure 2.4: Profile of SMEs who use brokers because of their expert knowledge and advice

Business feels confident
in meeting potential risks

71%

compared to
56% of total
respondents

When SMEs do value the
expertise of their broker, this
tends to correlate with more
positive experiences all round,
as SMEs who value expertise
are more likely to feel confident
that they are prepared to meet
risks, are more satisfied with
their broker and are less likely
to reduce broker usage (see
Figure 2.4). Brokers need to
think about how they can
demonstrate the value and

Higher broker
satisfaction

78%

compared to
66% of total
respondents

expertise they bring to SMEs,
so clients better understand the
benefits of using a broker.

By looking at the tasks that

brokers undertake on their clients’

behalf, the research shows that
SMEs who regard their broker
as an expert are more likely to
be receiving proactive service
from their broker, with brokers
undertaking more complex,
value-added tasks such as:

CONSIDERATIONS FOR BROKERS

e There is a strong need for education
about the importance of getting insurance
right to ensure that SMEs understand the
complexities and potential risks if they
don’t get expert insurance advice.

No reduction in
broker usage

26 %

have reduced broker
use compared to 47%
of total respondents

Assessing the risk profile of the
business and recommending
appropriate policies

Checking up on changes

to the business that may
impact insurance

Providing in-depth information
and analysis of the options
available, and

Providing information on
changes to insurance.

e Communicating and demonstrating the
expertise of the broker is critically important.
Brokers need to reinforce perceptions of
expertise through delivering more in-depth
analysis and information.

Vero SME Insurance Index 2019 15



11 If they just walk through
with me to help me assess
my risk, | think that'd be a

wonderful relationship that
would definitely earn my trust. 5y

Luke, Bakery
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Building brokers’
roles as trusted
advisers

Trust is an integral factor when building any relationship,
and it’s particularly important for brokers. That’s why

: it's important to investigate the reasons why trust in

s insurance has dropped sharply in the last year.

Key insights

All relevant measures In particular, an Brokers who undertake
of trust have increased number say ~ more in-depth analysis
worsened this year. that they can't trust and provide information

iInsurance brokers. are more likely to have
clients who trust them.

Vero SME Insurance Index 2019 17




The decline of trust is a major trend in developed

societies in recent years, with many studies pointing

to falling trust levels in government, business and

major institutions. 2018 was a tumultuous year in

financial services, so the research reviewed a number

of trust-related statements to gauge impact.

Earlier editions of the SME Index
observed that relatively high
numbers of SMEs agreed with
the statement “recent events
have made me wary of the
insurance industry” and it was
hypothesised that this was due to
the aftermath of the Queensland
floods in 2011.

For several years the research
saw this measure decline and
stabilise. However, this year’s
research shows a dramatic jump,
with almost half of respondents
now agreeing with this statement
(see Figure 3.1).

Brokers need to be aware that
many SMEs are particularly

wary of the insurance industry

at the moment and would value
reassurance and transparency

to rebuild trust. Turning specifically
to trust in insurance companies

and brokers, both measures have
declined this year. This year 43%
said that they can't trust insurance
companies, up from 35% in 2013.
Brokers suffered an even greater
drop in trust, with 33% saying they
couldn't trust brokers, up from

just 16% in 2013 (see Figure 3.2).

This lack of trust in brokers
appears to be filtering through
to consideration of using brokers
in the future. In fact, 44% of
those who say that they can't
trust brokers would not consider
using a broker in the future,
compared to 29% of the total
population (see Figure 3.3).

Meanwhile, SMEs with a broker
who agree that insurance brokers
cannot be trusted are less likely to
be satisfied with their own broker
(only 57% satisfied compared

to 66% of all broker users).

This indicates that brokers are
going to need to work hard

to rebuild trust in a sensitive
environment if they want to
improve client satisfaction levels
and, therefore, retention.

Those SMEs who agree that
brokers cannot be trusted are

far less likely to have brokers

who undertake tasks such as
providing in-depth information
and analysis, assessing risk profile
and checking up on changes to
the business (see Figure 3.4).

This suggests that brokers
can help increase trust by
providing clients with a higher
level of value-added activity
that provides transparency.

Figure 3.1: Agreement that recent events have made me more wary of the insurance industry

o)
43% 41%

47%

2013 2014

2015 2016 2017

2018 2019

Recent events have made me more wary of the insurance industry

BROKER TIP

Work more closely with your clients on tasks and projects that demonstrate your expertise.

Give your clients valuable insights into what you do for them by explaining your
decision-making process.

18 Helping navigate in an era of change



Chapter

Building brokers’ roles
as trusted advisers

Figure 3.3: Consideration of using a broker

Figure 3.2: Agreement with trust statements
in the future, by trust of brokers

—

43%
(o)
35% 33%
44% 29%
16%

At the end of the At the end of the Agree that you Total

day, you can't trust day, you can't trust can't trust brokers respondents
insurance companies insurance brokers

W 2013 M 2019 Won't consider using a broker in the future (%/o)

Figure 3.4: Tasks that brokers undertake on clients’ behalf, by trust of broker

2% 70% 65% 64%

53% 48% 48% 50%

Recommends business changes

Advises policies Checks up on changes
based on my risk profile

Provides in-depth
based on my risk profile to my business

information and analysis

B Agree that you can't trust a broker M Disagree that you can't trust a broker

CONSIDERATIONS FOR BROKERS

¢ Trust is a significant issue in society at the
moment — what can the broking profession do
to rebuild trust and reassure nervous clients
that they are in safe, trustworthy hands?

* Brokers should think about undertaking
more analysis and risk profiling on behalf
of their clients, because this is correlated
with increased trust.

Vero SME Insurance Index 2019 19



1 Having that one
person you deal with

that can help you from the
beginning to the end of

a claim ... is a lot easier. 5y

Buddy, Party Equipment Hire
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Making the

claims process
easier for SMEs

Putting in an insurance claim can be a very

stressful time for owners and decision-makers
of SMEs, and this is where brokers can best

demonstrate their value.

Key insights

@ @

While most SMEs are  The main reason that
satisfied with their SMEs feel dissatisfied
claims experience, with the claims

levels of dissatisfaction process is because
have risen, even they don't understand

amongst broker clients. what the process is.

®

If brokers are involved
in the claim process,
clients are likely to be
more satisfied and less
likely to feel that the
claim is complex.

Vero SME Insurance Index 2019 21



Many brokers believe that their ability
to handle claims on behalf of their clients

is one of their biggest assets. Therefore
brokers can enhance their delivery to clients
by better understanding SMEs’ perceptions

of the role that brokers play in claims.

In general, SMEs' satisfaction
with their claims process has
been relatively good, although
there has been a drop in
satisfaction levels over the last
year. According to the research,
just under half of those who have
made a claim felt satisfied with
the process (see Figure 4.1).

Even amongst broker clients,
satisfaction levels have declined
(see Figure 4.2). Broker clients
tend to be slightly more satisfied,
but the gap between direct

Figure 4.1: Satisfaction with claims experience
amongst all SMEs who have made a claim

buyers and broker users needs to
be more significant if brokers are
able to legitimately use claims as
part of their benefit to clients.

So, what makes a claims
experience unsatisfactory?

By far the biggest cause of
dissatisfaction is a lack of clarity
about the process, with just over
half of dissatisfied claimants
saying that this is one of the
reasons for their dissatisfaction
(see Figure 4.3).

While other factors, such as time
to process and only receiving a
partial amount of the claim, also
play a role, none of these come
close to lack of clarity in terms

of importance.

Therefore, helping clients to
understand what will happen
during the claims process is
the single best way brokers
can help improve satisfaction
with claims.

Figure 4.1a: Satisfaction with claims experience
by SME segments

62% 75%

55% 59% 49%
35% 29% 31%
10% 12% 20%
Total Brok Direct Medi Satisfied
2017 2018 2019 resp(?njents e bu‘;/ee(is S(T\/Ilglsm Witah Erfker

B Dissatisfied (0-4) B Neutral (5-7)
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Chapter

Making the claims process
easier for SMEs

Figure 4.2: Satisfaction with claims experience, by broker usage

Broker users Direct buyers

59% 62% 51% 56% 57% 47%
[o)
299 - 30% 30% 1% 32%
12% 1% 19% 14% 13% 21%
2017 2018 2019 2017 2018 2019

M Dissatisfied (0-4) B Neutral (5-7)

Figure 4.3: Reason for dissatisfaction with claims experience

B Satisfied (8-10)

D (22

28% 24

53%’ 38»

The claims process It took a long time There was little or no | didn't realise | | only received
wasn't very clear to process communication during wasn't appropriately a partial amount
the claims process covered of the claim
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Chapter

Making the claims process easier for SMEs

The involvement of brokers in
the claims process appears to
vary widely. Around 45% of
broker clients who have made

a claim say that their broker
managed most of the process,
while another 48% said that the
broker provided some guidance,
but the SME mostly managed it
themselves. A total of 7% of those
surveyed said their broker wasn't
involved at all (see Figure 4.4).

The level of involvement of brokers
has an impact on how complex the
claim is seen to be. Overall, just
over one-third (37%) of those who
have made a claim say that their
claim was complicated.

However, this jumps to 58% for
those who mostly manage the
claim on their own, compared
to 30% when a broker managed
most of the process.

The more involved the broker is,
the less likely the claimant is to feel
that their claim is complex. Brokers
therefore help to simplify the
process, bringing a real benefit to
SMEs who need to make a claim.

BROKER TIP

Figure 4.4: Role of broker in the claims process

My broker was
not involved at all

7%

Role of broker

in the claims
process

45%

My broker managed
most of the process

Similarly, the level of broker
involvement also positively
influences satisfaction. Those
SMEs who mostly manage their
own claim are considerably less
satisfied than those whose
brokers manage the claim for
them, which is further evidence of
the value that brokers bring to the
claims process (see Figure 4.5).

Finally, the research asked broker
users how different they think their
claims experience would have
been if the broker wasn't involved.

My broker gave
me some advice
and guidance, but
| managed most
of the process

A total of 41% of all SMEs, and
60% of medium-sized SMEs, felt
that the experience would have
been much harder if their broker
hadn’t been involved.

This is a powerful message that
brokers can confidently share with
clients and prospective clients

to demonstrate the value that
brokers bring (see Figure 4.6).

An important factor when it comes to maintaining client satisfaction levels during claims time is
ensuring you effectively manage your client’s expectations. Take the time to have an open and
honest discussion with your client when they put in a claim, talking them through the process,
giving them a timeline and advising them on the likelihood and degree of their claim’s success.

24 Helping navigate in an era of change




CONSIDERATIONS FOR BROKERS

* The claims experience is better for e Lack of clarity is the biggest single
SMEs when brokers are involved - this cause of dissatisfaction with claims.
is a key advantage and one that brokers Brokers should think about how to help
can use to explain the benefits they bring. their clients understand the process

and what will happen.

Figure 4.5: Role of the broker, by dissatisfaction with claims experience

\

My broker gave me My broker

(v some advice and (1)
21 /0 guidance, but | managed -I 6 /0 managed most

most of the process of the process
Total dissatisfied (0-4)

Figure 4.6: Perceptions of claims experience if broker wasn’'t involved

29%: VAL

38%
50%
60%
32%
20%
15%
30% 30% 259%
30%: _ .
: Micro Small Medium
-4 (5-19) (20-199)

B Much easier (1-2) B No different (3) B Much harder (1-2)
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11 The more you can
mitigate risk, the more
amazingly efficient and
robust the quality of
output is. LL)

Luke, Bakery
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Opportunities in
risk management

Appropriately managing risk is a huge area of

growth for brokers, and it's an opportunity many

brokerages should be doing more to cultivate

amongst their SME clients.

Key insights

@

An increasing
number of
SMEs would
like to receive
information
about risk
management
from their
broker.

®

Most SMEs
feel relatively
confident
about their
preparedness

to deal with risk,

but satisfied
broker clients
are significantly
more confident.

®

Many SMEs
conduct regular
risk analyses of
their business,
generally
prompted as
part of an annual
strategic review
or insurance
renewal.

@

The main role
for brokers is
seen as advising
on insurance
policies and
coverage, with
only small
numbers seeing
brokers as

risk advisers.

Vero SME Insurance Index 2019 27



Risk appears to be a relevant
topic for SMEs at the moment.
When asked what information
they'd be interested in receiving
from their broker, an increasing
number would like a risk analysis,
information about general
business risks and real life
examples of businesses with
similar risks (see Figure 5.1).

This suggests that SMEs
have a strong appetite for
risk-related information and

that brokers should consider
sharing information about risk
more frequently — it is not only
relevant but will also help drive
perceptions of broker expertise.

For the first time, this year the
SME Insurance Index asked
SMEs how confident they feel
that their business is prepared
to meet potential risks. In
general, confidence levels are
relatively high with over half
of SMEs saying that they feel

Figure 5.1: Information I'd like to receive from my broker

A risk analysis
of my business

Information about
general business risks

Real life examples
of businesses with
similar risks
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2017 W 2018

| 2019

somewhat or very confident.
However, these confidence levels
increase with broker usage.

A total of 59% of all broker users
feel confident, and 69% of those
who are satisfied with their
broker feel confident (see Figure
5.2). This suggests that a good
relationship with a broker can
play an important role in helping
SMEs feel prepared to face risks.

28%
34%
38%

30%
37%

24%
26%



Chapter

Opportunities in risk management

Conducting regular risk analysis to conduct risk analysis more more likely to say they have never
is an important element in frequently, with 43% saying they done a formal risk analysis, which
ensuring SMEs are prepared to do risk analysis every one to is more evidence of the value
manage the risks that face their three months, compared to 32% and importance of brokers.
business. The research shows of direct buyers (see Figure 5.3).

that broker clients are more likely Conversely, direct buyers are

Figure 5.2: Confidence that business is prepared to meet potential risks

o/, : : (V) Broker Satisfied
10 /o 56 /o users with broker

o)
59% 69%

31%
25%

34% 10% 6%

M Not confident (1-2) Il Neutral (3) [ Confident (4-5)

Figure 5.3: Frequency of risk analysis

43% 41%
36%
32% ’
20%
16%
0
5% 7%
Once every Once every Less often than We have never done
1-3 months 6-12 months once a year a formal risk analysis

M Broker users M Direct buyers
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Chapter

Opportunities in risk management

However, 16% of broker clients
also say that they've never
conducted a formal risk analysis,
which suggests there is a need
for some brokers to think about
how to encourage their clients
to do more regular risk analysis.
For many SMEs, risk analysis is

BROKER TIP

prompted as part of an annual
review process or when renewing
insurance (see Figure 5.4).

However, only 14% say that
they undertake risk analysis
when prompted by an adviser
such as a broker or accountant.

This is a disappointing result as

it suggests that brokers are not
seen as being highly involved in
the risk analysis process, and that
there is a significant opportunity
for brokers to be seen to be more
proactive and visible when it
comes to risk.

Talk to your clients about your risk advisory capacity, explaining in detail the expertise and
services your brokerage offers in this area.

Figure 5.4: Risk analysis prompts
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If brokers aren’t seen as a major
prompt to undertake risk analysis,
what role do SMEs think brokers
play in helping them prepare
their business against potential
risks? This shows that SMEs
mostly believe that the broker’s

role lies in advising on insurance
policies and coverage, and less so
on overall risk assessment.

For example, 41% believe that
the broker’s role is to advise on
the type of policy to choose,

Figure 5.5: Broker role in preparing business against risks
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while only 30% think that brokers
should provide them with a

risk assessment to ensure the
business operation is set up to
minimise risk. Less than a quarter
see their brokers as trusted risk
advisers (see Figure 5.5).

22%

Trusted partner who
advises ways to minimise
business risks

28%
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Figure 5.6: Broker role in preparing business against risks, by broker use
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Chapter

Opportunities in risk management

This increases slightly for heavier
broker users, who are a little more
likely to see brokers as trusted
risk advisers (30% compared to
24%). However, it still seems that
most broker clients view their
broker as an insurance purchase
channel rather than a risk adviser
(see Figure 5.6).

If brokers are to be seen as risk
advisers, they need to be more
strongly associated with risk

BROKER TIP

management beyond selling
insurance. Promoting brokers as
risk advisers could lead to greater
regard for the expertise that
brokers bring and elevate them
beyond perceptions of purely a
sales channel.

Unsurprisingly, medium-sized
businesses (those with between
20 and 199 employees) see a
greater role for brokers as risk
advisers. In fact, 53% say that

the role of a broker is to provide
risk assessment and 39% view
their broker as a trusted risk
adviser (see Figure 5.7).

Unsurprisingly, there is additional
scope for brokerages to provide
more involved advice and analysis
for larger businesses with greater
gross written premiums.

To make it more efficient to provide risk analysis for smaller clients, scale your risk review
process to develop tailored risk analysis tools. For example, the provision of simple checklists

and reminders (covering things like checking smoke alarms, updating information or servicing
safety equipment) may provide time-efficient methods for brokers to have risk conversations
without needing comprehensive face-to-face risk reviews.

Figure 5.7: Broker role in preparing business against risks, by business size
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Those businesses who conduct
risk analysis more frequently are
more likely to see a broader role for
their broker in risk analysis. In fact,
39% of those who undertake risk
reviews at least quarterly say that
the role of their broker is to provide
risk assessment to set up business
operations (see Figure 5.8).

This suggests that regular risk
analysis could be used as a means
to reposition brokers as risk advisers.

Figure 5.8: Broker role in preparing business against risks, by frequency of risk analysis
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CONSIDERATIONS FOR BROKERS
¢ Brokers need to be seen as more e |f brokers are to improve their perceptions
proactively involved in risk analysis as being risk advisers, rather than insurance
activities and to consider helping their sales channels, they need to highlight and
clients conduct regular risk reviews. communicate the role they can play in

advising beyond just insurance policies.
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Research
methodology

In our rapidly evolving industry, it is particularly

important to be adaptive and dynamic, continually

catering to clients’ ever-changing needs.

This is why we believe in
supporting ongoing research
and development — and why we
have invested in the Vero SME
Insurance Index over the last
eight years.

We hope it continues to be a
valuable tool for brokers and
brokerages of all experience
levels, assisting you with your
business by providing insights
and trends on your clients and
their insurance needs.

This report is based on research
involving over 1500 business
owners and decision-makers
from around Australia. The
research was independently*
conducted in two stages:

34 Helping navigate in an era of change

Stage One:

Quantitative Survey

A nationwide online survey

of 1500 business owners and
insurance decision-makers was
conducted, covering a range

of business types, locations
and sizes. The survey was
conducted from the end of
September to early October
2018 and the data was weighted
by state and organisational size
to current Australian Bureau of
Statistics (ABS) data.

The survey covered:

e general business sentiment
e attitudes towards insurance
® insurance purchase process

e purchase channel (broker
or direct)

e attitudes towards insurance
brokers

¢ risk assessment and preparation
e claims experience

e trust in insurance industry

e demographics.

Respondents were screened to
ensure that they were responsible
for making insurance decisions
for their businesses. Quotas
around state and business size
ensured that representative
samples were obtained.

Businesses were divided
into three groups, following
ABS standards:

Micro: Businesses which
employ 1-4 individuals

Small: Businesses which
employ 5-19 individuals

Medium: Businesses which
employ 20-199 individuals

Stage Two:
In-Depth Qualitative
Interviews

A series of interviews was
conducted with eight SME
respondents representing a mix
of business sizes, types, attitudes
to insurance, insurance purchasing
channels and demographics.
These sessions were held at
respondents’ workplaces during
February 2019.

*This research was conducted by BrandMatters.

See www.brandmatters.com.au




Demographics of Respondents
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Sample sizes and weighting approach

The quantitative phase

SAMPLE ABS POPULATION
NUMBER OF EMPLOYEES SIZE PROPORTION of the report was .
based on 1500 online
1-4 1230 82% surveys conducted with
SMEs around Australia.
5-19 210 14%
20-199 60 4% These were subsequently

weighted to ABS statistics
Total 1500 100% to ensure an accurate
representation of the
attitudes and behaviours

of all Australian businesses.

STATE / TERRITORY gél\élPLE éggﬁgng'ljéANﬂON
NSW / ACT 450 33%

VIC /TAS 450 29%

QLD /NT 330 20%

WA 150 10%

SA 120 8%

Total 1500 100%
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For information about media enquiries,
please contact:

James Spence
Senior Advisor, External Relations
Corporate Affairs

Phone 028121 0612

Mobile 0436 457 886

Email  james.spence@suncorp.com.au
Level 14,10 Shelley Street, Sydney NSW 2000

vero.com.au

Disclaimer

AAI Limited ABN 48 005 297 807 trading as Vero Insurance (Vero) has prepared this Vero SME Insurance Index Report (Report) for general information
purposes only. Vero and its related bodies corporate do not assume or accept any liability whatsoever (including liability for special, indirect, consequential
or incidental damages, or damages for loss of profits, revenue or loss of use) arising out of or relating to this Report or the information it contains. Vero and
its related bodies corporate do not invite reliance upon or accept responsibility for the information it provides on or through this Report. Vero and its related
bodies corporate do not give any guarantees, undertakings or warranties concerning the accuracy, reliability, completeness or currency of the information
provided. This Report is not a recommendation or statement of opinion about whether a reader should acquire insurance from Vero (or its related bodies
corporate) or services from any insurance intermediary or otherwise alter their business arrangements. This Report is based on commissioned research
by Vero and should not be used as the basis for any decision in relation to the acquisition or disposal of insurance products or the use of broker services.
Readers should confirm information and interpretation of information by seeking independent advice.
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