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Our society, economy and way of life
are evolving faster than ever before.

As the pace of life increases and
our access to information grows
exponentially, how are small and
medium enterprises (SMEs) in New
Zealand coping, and what impact
are these changes having on their
insurance behaviour?

The third edition of the Vero SME
Insurance Index measures and
explores the changing needs, attitudes
and behaviours of SMEs when it comes
to insurance.

This year we have interviewed 900
owners and decision-makers at
small and medium businesses across
the country and explored a range

of topics including their purchasing
behaviour, their perceptions of
brokers and their overall levels of
trust in the insurance industry.

The research uncovers an insurance
landscape that is being strongly
shaped by the changes in the
accessibility and availability of
information, and we are witnessing
a marked growth in SMEs who

are prepared to actively research
their insurance and make decisions
on insurance without professional
advice. We explore the implications
of this on their insurance purchasing
behaviour and their businesses and
hope that the insights uncovered are
useful in helping SMEs, brokers and
the insurance industry navigate this
dynamic environment.
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The findings

The 2019 Vero SME Insurance Index focusses on the general market landscape, including how:

« Insurance purchasing behaviour is changing
» SMEs are playing a bigger role in managing their own insurance
« The role that brokers can play is unclear fto many

e Trust in insurance and brokers is declining

These topics will be explored in detail in this report.
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The insurance purchasing landscape This behaviour is not limited to Our research shows that smaller

is changing considerably in New simple covers, which means there businesses and price conscious SMEs
Zealand, with an increasing number is a risk that SMEs are making in particular are more likely to buy

of SMEs choosing to buy at least important decisions on complex direct, which shows they may be
some of their cover direct rather than insurance covers that they may basing their purchasing decisions
through traditional broker channels. not fully understand. solely on price rather than on product

quality, value or service.

SMEs are changing the way they buy their insurance, as direct purchase becomes
more common.

We live in an era of constant and « Those who buy their insurance through « At the same time, there has been a
rapid change, and insurance a broker has remained relatively stable significant increase in those claiming
purchasing behaviour is no exception. «31% in 2019 to have not used a broker at all

Last year we discovered that many *33%in 2018 (see Figure 1.1).

SMEs use a mix of channels to buy « There has been a drop in those claiming *34% in 2019

at least some of their insurance.
While this is still the case, we have
seen a marked shift in some areas:

to use a mix of channels, where SMEs *21% in 2018
are buying some, but not all, of their
insurance through a broker

*35%in 2019
*46% in 2018

Figure 1.1: Percentage of insurance purchased through brokers

2018 21% 16% 30% 33%
2019 34% 13% 22% 31%
B 0% of policies bought through a broker B 1-49% of policies bought through a broker
(non broker users) (light broker users)
B 50-99% of policies bought through a broker B 100% of policies bought through a broker

(moderate broker users) (sole broker users)
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To better understand the dynamics
behind this purchasing behaviour,

we have interrogated the data fo

see which types of policies are being
purchased direct versus through a
broker. Our hypothesis was that SMEs
would be more likely to purchase

covers that are perceived fo be more
simple direct, while turning to brokers
for more complex covers. Whilst this
is true to some degree, the data
suggests some SMEs are purchasing
complex covers direct from insurance
companies (see Figure 1.2).

This suggests that SMEs are
increasingly making decisions

on complex covers on their own,
independent from brokers advice,
which potentially puts them at risk
of making incorrect decisions for
their businesses.

Figure 1.2: Policies most purchased direct and through brokers

« Commercial property

« Business assets

« Professional « Business interruption
indemnity

« Employers liability

« Ofther liability

« Disability

o Cyber
More likely Y

via direct

More likely Both

. « Commercial motor vehicle
via broker

« Life insurance for business
owner/employees

« Health insurance for business

owner/employees
« Shareholder protection insurance

2N

« Machinery/equipment breakdown

« Other commercial cover

« Marine transit

« Public & Products liability

« Personal income or income protection

Smaller businesses are more likely to choose direct options to buy their insurance

Smaller businesses are significantly more likely to not buy any insurance through a broker, with 35% of business with
less than 5 employees buying 0% of their insurance through a broker, compared to 18% of businesses with 6-19 employees
(see Figure 1.3).

Figure 1.3: Insurance purchasing by business size

18%

18%

Total sample

1to 5 employees 6 to 9 employees

B Sole broker users (100% policies)
B Moderate broker users (50-99% policies)

B Light broker users (1-49% policies)

B Non broker users (0% policies)

vero
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Many smaller businesses are likely to insurance on their own. One potential being either under- or over-insured,
consider that their insurance needs implication of this could be that smaller ~ meaning that SMEs may not be taking
are relatively simple and that they businesses are missing out on the up covers that they don't realise are
can therefore easily purchase their benefit of expert advice and at risk of important to manage their risk.

Direct purchasers more price conscious than value-conscious

According fo the data, direct willing to forego personal contact a better service. For brokers this is
purchasers are indeed more price to get their insurance cheaper indicative of the additional value they
conscious and more likely to agree (see Figure 1.4). However, at the same can bring to the overall insurance
with statements such as “price is the time almost half of SMEs would be offering for their customers.

most important concern when it comes  happier to pay more when purchasing

to insurance’, and to say that they are their insurance if they were receiving

Figure 1.4: Direct purchasers attitudes to price in insurance

70%

Price is the most important When it comes to insurance, When it comes to insurance,
concern when it comes I’'m willing to forego personal I'm happy to pay a bit more
to making decisions contact if it means | can for better service.
about insurance. get it a bit cheaper.

B Direct buyers B Total
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SMEs are becoming increasingly involved
in their own insurance and are less likely
than before to want to “set and forget” it.

While this is positive, our research
shows that those who actively research

their insurance are more likely to buy
their insurance direct, often because
they think that insurance is easy
enough to do themselves. A large
number of SMEs report that they

are increasingly finding even

complex insurance tasks less daunting
and are more likely to purchase these
policies direct as opposed to through
a broker. This means they could

be af risk of getting incorrect or
inappropriate insurance.

SMEs are increasingly willing to actively research their insurance but may only be
getting a limited view of the complexities of the products they’re buying.

In the past, many SMEs liked to be
hands-off when it came to insurance,
preferring to delegate all research
and decision making to a professional
(usually a broker).

One of the most significant changes
over the last three years of the Vero

SME Insurance Index is an increased

willingness of SMEs to be more actively

involved in the insurance process,
undoubtedly aided by the rise of
the internet and the availability of
information online.

Figure 2.1: Attitudes towards insurance buying process

| personally research the insurance
needs of the business

| use the internet to research my
insurance options before buying

While an increasing interest in
insurance from SMEs is very positive,
there is a need to ensure that this
involvement is based on a sound
understanding of insurance. Due fo
the intricate nature of insurance and
limited understanding of its complexity,
SME may not realise that they are
missing out on important details and
it is important that SMEs do not place
themselves in positions of risk due to

vero

In the first Index in 2017, 45% of SMEs
said that they personally researched
the insurance needs of their business.
In 2019, this figure has climbed to 58%.
Similarly, the numbers claiming that
they use the infernet to research their
insurance has increased from 35% in
2017 to 51% this year (see Figure 2.1).

2017
B 2018
H 2019

their inappropriate decisions about
their insurance needs. A broker’s
experience and in depth understanding
of SMEs insurance requirements can
play a significant role in ensuring
exposure to risk is minimised.

To understand what lies behind the
changes in attitudes towards higher
levels of involvement, we have taken

a deeper look at the behaviours of the
group of SMEs who are more engaged
with their insurance. We've called this

group of SMEs “active researchers”
and have defined them as SMEs who
agree with the following statements:

« | personally research the insurance
needs of the business

« | use the internet to research my
insurance options before buying

« I'm willing to forego personal contact
with a broker or insurance company
to get my insurance cheaper.
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Insurance behaviours of “active researchers”

The first observation is that active
researchers are more likely fo be
buying their insurance direct and more
likely to say that they've reduced

their broker usage over the last year.
Specifically, around 38% of active
researchers buy all their insurance
direct, compared to only 12% of less
involved SMEs (see Figure 2.2).

Figure 2.2: Broker usage by active research

Actively research
their insurance

Do not actively research
their insurance

B No broker users (0%)
B Moderate (50-99%)

This suggests that the willingness to
be actively engaged in insurance is an
important driver of the overall trend to
direct insurance.

Percentage of insurance purchased direct

38% 16%

12% 4% 24%

22% 24%

61%

B Light broker users (1-49%)
B Sole broker users (100%)

Active researchers think insurance tasks are easy enough to do for themselves

The reasons active researchers cite for
going direct for insurance are telling:

* 41% say that they can do it easily
enough themselves

«29% don't see the benefit of using a
broker and,

« 28% simply hadn’t thought of using
a broker (see Figure 2.3).

All these reasons point strongly to
the fact that many SMEs do not
understand what brokers do or how

using a qualified broking professional

Figure 2.3: Reasons active researchers give to buy direct

| can do it easily enough myself

| don’t see the benefit in using a broker

| hadn’t thought about using a broker,
it just didn’t occur to me

27%

could help their business. This means
that there is a significant risk that
many SMEs may be missing out on
the expertise of professional insurance
advice because they believe that they
can easily make insurance decisions
on their own.

B Are highly involved
with insurance

Not as involved with
their insurance

B Total
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Active researchers appear to be making purchasing channel decisions based solely on price

Those who actively research their « 29% believe they get cheaper prices many SMEs increasingly feel confident
insurance and use a broker are more through their broker making their own insurance decisions
likely to say that they use a broker for and see brokers simply as an insurance

In contrast, expertise and business

understanding are less important

« 31% trust their broker to get the right reasons for this group to use a broker
insurance at the right price (see Figure 2.4). This may suggest that

price reasons. sales channel.

Figure 2.4: Reasons to use a broker based on active research

| trust my broker to get me the St

right insurance at the right price

55%

My broker provides expert [l
knowledge and advice

47%

26%

46%

. . 29%
| get cheaper prices from using
my broker

27% .
B Actively research

M Less active research

My broker knows and
understands my business needs

SMEs may be spending time on insurance tasks which would be better delegated to
a professional

All of these findings point strongly to Those SMEs who don't use a broker at can add substantial value in the
a group of SMEs who are willing to all or only use a broker for a minority of  insurance purchasing process by
spend time researching their insurance  their insurance (light users), are more saving SMEs time in looking after a key
and making insurance decisions. And likely to view managing their time business task. Currently however, they
yet, when we look at the challenges efficiently and trying to do everything are not widely perceived in that light
that these SMEs claim to be facing, we on their own as significant challenges and would benefit if this additional
can see a significant contradiction. when running their business value offering for SMEs was more

(see Figure 2.5). Insurance brokers widely known.

vVero
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Figure 2.5: Key business challenges by broker usage

60% | 48% | 44% 4% 14% | 37% = 22% = 20%
Trying to do everything on my own/myself Managing my time efficiently
B Sole broker users (100% policies) B Light broker users (1-49% policies)
B Moderate broker users (50-99% policies) B Non broker users (0% policies)

SMEs claim to find even complex insurance tasks easy

Those who know insurance well insurance tasks, from administrative Unsurprisingly, a large majority (77%)
understand how complex it can be. details fo deciding the right insurance find administrative tasks such as
But the research has found that SMEs cover for their business. confacting their insurer or changing their

don’t necessarily feel the same way. details relatively easy (see Figure 2.6).
This year, for the first fime, SMEs were

asked how easy they find a range of

The data shows that most SMEs are
relatively comfortable with the majority
of insurance tasks.

Figure 2.6: Comfort with business insurance tasks

Admin tasks for Evaluating insurance Managing claims Sourcing right Policy wording
insurance needs insurance

(% who find it easy)

Interestingly, almost 70% of SMEs claim  There appears to be degree of This is an important question for

to find evaluating the insurance needs complacency about the complexities the industry as a whole to consider
of their business easy. This includes of insurance and the risk of under- and points to the need for increased
understanding the risks that face the insurance. While SMEs can have insurance education to encourage
business and determining appropriate outstanding skills in their chosen areas, awareness amongst SMEs.

levels of coverage, which, in many do they have the specific experience

instances, will be complex decisions and knowledge to be making complex

requiring professional expertise. decisions about their insurance?
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The role that brokers can play is unclear to many SMEs

This year’s research shows that SMEs
are increasingly unclear about the
service expertise of insurance brokers,
where many are also unaware of the
specific benefits of using a broker.

SMEs are not always aware of, or
being provided with, the full spectrum
of services that a broker can offer
to support their specific insurance

requirements. This is particularly frue
when it comes to risk analysis and
advice on the appropriate types and
levels of cover, which is having a large
impact on how confident SMEs are in
their ability to face and weather risks.

Brokers appear to be increasingly
viewed as a transactional channel
rather than as risk advisors, insurance

experts or claims advocates - where
many SMEs are now furning instead to
personal networks for advice, meaning
they may not be receiving adequate
advice when making business decisions
around risk.

SMEs are increasingly not recognising the expertise brokers can bring to their insurance needs

In a changing market, the perceptions
and role of brokers for SMEs is
changing.

Expertise has always been one of

the main reasons for SMEs to use a
broker and it is 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, down from
49% last year to only 28% this year
(see Figure 3.1).

In addition to this, the data shows
a decline in the number of SMEs
choosing to use a broker because of

Figure 3.1: Reasons for using a broker

Using a broker saves me fime, so | can focus on | 271

my business
34%

My broker provides expert knowledge and advice | %

My broker provides great service

So | have someone on my side when it comes

The benefits of using a broker aren’t top of mind for some SMEs

Turning fo those who choose fo buy
their insurance direct, it appears that
apathy and lack of knowledge are

major drivers, with increasing numbers

saying that they don’t use a broker
because they don't see the benefit

vero

28%

to insurance

(from 17% in 2017 to 29% in 2019) or
hadn’t even thought about it (from 14%
in 2017 to 27% in 2019) (see Figure 3.2).

Interestingly, SMEs seem quite
content with using an intermediary
broker service as long as they are

the service they provide. There has
been a decline in those saying that
their broker provides great service,
falling gradually from 41% in 2017 to
26% in 2019. Also, significantly less
SMEs think that using a broker saves
them time, dropping to 34% this year
from a high of 58% in 2017.

2017
= 2018
H 2019

experiencing a sense of value from
them, where they are not simply
choosing direct options for the sake
of going direct.



Figure 3.2: Reasons for NOT using a broker

| don’t see the benefit in using a broker

I hadn't thought about using a broker, it just
didn’t occur to me

| don’t want to deal with a middleman/rather
do it directly

| think they are more likely to recommend a policy
that offers them the biggest commission

It would be more expensive to go
through a broker

| don’t know how to find the right
broker for me

Vero SME Insurance Index 2019

15%
29%

7%
27%

24%
20%

14%
15%

(53
13%

df

2017
| 2018
Hm 2019

10%
1%

SMEs value a range of unique broker services but aren’t always accessing them

Brokers are able to undertake a range
of tasks on behalf of their clients, but
which tasks are most important to
SMEs? Overall, it appears that SMEs

value many of the services that brokers
offer. Finding policies that are the best
value is rated as the most important
task, but a significant majority consider

a large range of tasks to be very
important (see Figure 3.3).

Figure 3.3: Importance of broker tasks

Find policies that are best value
Advocate on my behalf
Manage claims process
Find the cheapest policies
Check up on any changes that impact insurance
Undertake all administration and paperwork
Provide me with info on changes to insurance
Assess risk profile of my business and recommend policies and cover
Provide me with general information on insurance
Provide me with in-depth information and analysis
Assess risk profile of my business and recommend changes to the business
Provide policies not available direct
Provide case studies/ examples

21
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However, for many key tasks, there is
a gap between how important that
task is and how many brokers actually
do that task for their clients, meaning
that there are some tasks that are

important to SMEs that aren’t being
undertaken by many brokers.

For example, 81% of SMEs say it is

important that their broker advocates
on their behalf, while only 61% actually

Figure 3.4: Brokers who do these tasks

- ) 9
Undertake all administration and paperwork F=44
- - . . v
Provide me with info on changes to insurance
Assess risk profile of my business and recommend policies and cover

62%

Provide me with general info on insurance

Provide me with in-depth information and analysis

. .. . . 9
Provide policies not available direct g%‘:
. . 31%
Provide case studies / examples

Assess risk profile of my business and recommend changes to the business

By mapping these tasks on a grid
(see Figure 3.5), we have identified
three main groups of tasks:

Essential tasks

These are important tasks that are
delivered by most brokers and tend

to be the fundamental tasks that are
seen as a bare minimum for brokers to
deliver. This includes:

« Finding policies that are best value
« Finding cheapest policies

« Managing claims

« Administration and paperwork

vVero

o 2 o 79%
Find policies that are best value

61%

Advocate on my behalf =51

do this for their clients.

The only task that is undertaken more
than it is important is undertaking
administration and paperwork.

(see Figure 3.4).

68%

: [ 68% |
Manage claims process
. .. 9
Find the cheapest policies F4?
. . 57%
Check up on any changes that impact insurance

Desired tasks

These are important tasks that are

being offered by a smaller number
of brokers and tend to be tasks that
require more analysis, engagement

and specialist expertise. This includes:

« Assessing risk profile of business
and recommending policies

« Advocating on a client’s behalf
to insurers

« Providing a client with in-depth
information and analysis

« Checking up on changes to a
client’s business

« Providing general information

69%

B Broker does this
B Important

Added-value tasks

These are tasks that are important to
a slightly smaller number of SMEs, but
far less commonly offered by brokers
and therefore reflect the highest level
of service fo clients. This includes:

« Providing coverage that is not
available direct

« Assessing risk profile and
recommending changes to business
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e
Figure 3.5: Tasks undertaken by brokers and importance of tasks to SMEs

More g g =
R Opportunity NP . ‘ Priority
| Essential
Advocate on | " -
my behalf ® Find policies that
I are best value
Added Value Check on changesto  ® 1 A
business that impact Provide general | ® Manage claims process
insurance e infoon insuranceI ® Find the cheapest policies
Assess business risk profile o i °
& recommend changes to Provide general . ol Assess risk & recommend )
: f ] o Undertake all admin
¢ minimize risk info on insurance ® appropriate policies
= ° Provide in-depth | SEAE & paperwork
S ° information & |
oD Provide policies not analysis on all .
S available direct options X
O S P P P
[e) 1
o 1
= . I
v Provide case 1
@] studies/examples 1
= I
1
1
1
1
1
1
OPTIONAL EXTRAS ! NOT IMPORTANT & MOST ADVISERS DO THIS
1
Less Less advisers do these tasks Tasks my adviser does
important
This analysis suggests that most SMEs comes to more involved tasks, there This means that focusing on more
that use a broker are receiving the is a significant gap between what is desired and added value tasks would
tasks that are most important to them important to clients and what is being enable SMEs fo get the most out of

from their brokers. However, when it delivered by the majority of brokers. their experience with brokers.
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SMEs are not always using a broker to understand and manage their risks

Conducting regular risk analysis is an
important element in ensuring SMEs
are prepared fo manage the risks that
face their business.

So for the first time, this year’s Index
asked SMEs how confident they feel

that their business is prepared to meet
potential risks.

In general, confidence levels are
relatively stable with around half of
SMEs saying that they feel somewhat
or very confident (see Figure 3.6).

Figure 3.6: SMEs confidence in preparedness for risk

B Not confident (1-2)

B Neutral (3)

However, a significant number

feel either neutral or not confident,
suggesting that risk may need to
become more of a focus for many
SMEs to help them feel more in control
of their risk.

B Confident (4-5)

SMEs who conduct risk analysis are more likely to feel confident that they are prepared

The research has found that over

half of NZ SMEs conduct risk analysis
(self-defined) at least once a year.
Importantly, those who analyse their
risk regularly feel more confident that
they are prepared to deal with risks
and are significantly more satisfied
with their broker. For example, 57% of
those who conduct risk analysis at least

once a year feel confident that they
are prepared fo meet risk, compared
to 31% of those who have never done
any risk analysis.

However, 29% of SMEs say that they've

never conducted a formal risk analysis
(see Figure 3.7).

Conducting regular risk analyses
would appear to be a positive step

for many SMEs in making them feel
more confident about their ability

to manage risk. Those who conduct
regular risk analyses are also markedly
more satisfied with their broker,
suggesting risk analysis could be a
useful tool for brokers.

Figure 3.7: Frequency of risk analysis: confidence in risk preparation and broker satisfaction

100 r

60

40

20

0 I I .

Once every
1-3 months

Once every
6-12 months

Less often than
once a year

We have never
done a formal
risk analysis

vero

n H H

Frequency Broker  Confidence
of risk satisfaction in risk

analysis (%) preparation

%) (%)

27 86 57

30 66 57

14 43 45

29 47 31
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Unsurprisingly, the research shows that
smaller businesses are less likely to do
regular risk analysis, with 34% of sole
traders saying that they have never done
any formal risk analyses (see Figure 3.8).

portion of medium-sized businesses are
missing out on important preparation to
ensure that their businesses are set up to
manage risk.

However, almost a quarter of businesses
with 6-19 employees say that they rarely
or never do any risk analysis. Given that
most businesses of this size tend to be
more complex, this means that a sizeable

Figure 3.8: Frequency of risk analysis by business size

25%

28% 33%
Once every 1-3
months

B 1 employee

For many SMEs, risk analysis is prompted
as part of an annual review process or
when renewing insurance (see Figure 3.9).
The insurance renewal cycle appears to be

26%

Once every 6-12

14% 10%

34%

39% 44% 19% 13%

15%

We have never done a
formal risk analysis

Less often than

months once a year

B 2-5employees B 6-19 employees

This provides an enormous opportunity for
brokers to act as the trigger and drive this
risk renewal behaviour for SMEs.

a relevant and effective trigger for SMEs
to think about risk. Only 16% say that they
undertake risk analysis when prompted by
an adviser such as a broker or accountant.

Figure 3.9: Prompts for risk analysis

34%
25%
19%

16%

As part of When we When we When an When we When we When we When we've
our annual renew our make a adviser to make a renew our increase our  experienced a
business insurance strategic the business capital lease workforce /  significant loss
review change to the  (e.g. broker or  investment in employ more
business accountant) the business people

advises us to
do so
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SMEs are not accessing professional advice to analyse their

SMEs consult a wide variety of sources  sources of advice (see Figure 3.10).

when they think about risks to their Conversely, insurance experts such
business. Personal networks and as brokers and insurance companies
accountants are the equal biggest are less sought after, with less than
sources of advice on risk, each having  1in 5 saying they would go to their
43% of SMEs claiming to use them as insurance broker to get advice on

Figure 3.10: Sources of advice on business risk

43% 43%
23%
18% 16%
Colleague/ Accountant/  Friend/family Insurance My
other bookkeeper member broker association/
business industry body
owners
This is highlighted again we look at 62% of those who don't use a broker at
non-broker users and light brokers users, all get advice from colleagues or other
who are far more likely to turn fo personal business owners, compared fo only 40%
networks for advice about risk. Notably who get advice from an accountant

vero

risks

business risk. This again highlights the
fundamental finding that many SMEs

are not getting access to the full range
professional insurance advice needed
for their business.

16%

Business Insurance Local business
planners/ company association/
financial chamber of
advisors commerce

and 8% from an insurance company

(see Figure 3.11). Are direct buyers and light
broker users getting enough professional,
expert advice when it comes to risk?



Figure 3.11: Sources of advice on business risk, by business usage

Colleague/
other business
owners

Accountant/
bookkeeper

Friend / family
member

Insurance
broker

My association/
industry body

Business
planners/
financial
advisors

Insurance
company

Local business
association /
chamber of
commerce

The research 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, 49% believe that the brokers
role is to advise on the type of policy to

If brokers aren’t seen as a major source
of advice on risk or a prompt to review
risk, what role do SMEs think brokers play
in helping them prepare their business
against potential risks?

Figure 3.12: Broker role in risk advice

Friend / family
member

Insurance
broker

Accountant/
bookkeeper

Colleague / other
business owners

My association/
industry body

Vero SME Insurance Index 2019

0% of policies bought through
a broker (non broker users)

1-49% of policies bought through
a broker (light broker users)

50-99% of policies bought through
a broker (moderate broker users)

100% of policies bought through
a broker (sole broker users)

choose, while 20% think that brokers
should provide them with a risk
assessment fo ensure the business
operation is set up to minimise risk.
Only 11% see their brokers as frusted risk
advisers (see Figure 3.12).

29%

Business planners/
financial advisors
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Exploring more deeply, it appears
that the best way for brokers to be
seen as risk advisers is fo undertake
more regular risk analysis. Those
SMEs who conduct risk analysis more
frequently are more likely to see a

broader role for their broker as a

risk adviser. Specifically, 31% of those
who conduct risk analysis every

3 months say that their broker’s risk
assessment can help them set up
their business operations to minimise
risk, compared to only 7% of those

who rarely or never undertake risk
analysis. Similarly, 14% of regular risk
analysers consider their broker to be
a trusted risk adviser, compared to
6% of those who never conduct risk
analysis (see Figure 3.13).

Figure 3.13: Broker role in risk advice by risk frequency assessment

51% 43% | 45%

29%
29%

24%

Broker can
advise me on the
right amount of
coverage | need

Broker can advise
me on the type of
policy to choose
to ensure that |
have the coverage
| need

B Once every 1-3 months
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21% e 18% 27%

Broker can
provide me with
a risk assessment

information to
ensure that my
business operation
is set up in a way
that minimises risks

Broker can keep
me updated
on information
and regulations
regarding risks in
my industry

B Once every 6-12 months

28% 32%

35%

14% 13%

6%

| don't think a broker
has any role o play
in preparing my
business against
potential risks

Broker is a frusted
risk adviser who
regularly provides
me guidance
on ways to
minimise business
operational risks

I Less often than once a year
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Trust In insurers
and brokers is

declining




32

Vero SME Insurance Index 2019

Declining levels of trust across developed societies are being reflected in reduced trust levels for insurance companies and

brokers in New Zealand.

SMEs are more likely to trust brokers who undertake more complex, value added tasks such as in-depth analysis and thereby

demonstrate tfransparency and expertise.

In an increasingly mistrustful society, SMEs are most likely to trust professionals who

demonstrate expertise

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 financial institutions. This
environment of declining trust makes
it timely to review some of the trust-
related statements in the Vero SME
Insurance Index to see if this general
trend of declining trust is being
replicated in insurance.

Earlier editions of the Index observed
relatively positive levels of trust with both
insurance companies and insurance
brokers. However, this year’s research
shows a small but clear deterioration.

This year 35% of SMEs said that they
can't trust insurance companies, up
from 30% in 2017. Brokers suffered a
similar drop in trust, with 23% saying
they couldn’t trust brokers, up from just

17% in 2018 (see Figure 4.1). Many SMEs
feel wary of the insurance industry af the
moment and this perspective of mistrust
is a relevant factor for all those who deal
with SMEs in the insurance space.

Figure 4.1: Agreement to statements of insurance and brokers trust

At the end of the day, you can't
trust insurance companies

This lack of trust in brokers appears to be
filtering through fo insurance behaviour.
In fact, 38% of those who say that they
can't trust brokers have reduced their use

17%

B 2017 W 2018 MW 2019

of brokers compared to 17% of the total
population (see Figure 4.2). Meanwhile,
SMEs with a broker who agree that
insurance brokers cannot be trusted are

At the end of the day, you can't
trust insurance brokers

less likely to be satisfied with their own
broker (only 39% satisfied compared to
63% of all broker users) (see Figure 4.2).

Figure 4.2: Broker trust and impact upon broker use - Among those who agree that
“At end of the day you can't trust brokers”

Satisfied with broker

Using a broker less than | used to

Total

Agree that you
can't trust brokers

Agree that you
can't trust brokers

Total 17%
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Strong value offer is a trust builder for SMEs

So what appears to be driving this uncovers the strongest clue. Those checking up on changes to the business
mistrust, and are there any particular SMEs who agree that brokers can (see Figure 4.3) This suggests that
behaviours or attitudes that are more be trusted are far more likely to have SMEs are more likely trust professionals
associated with mistrust? brokers who undertake tasks such as and advisers who deliver value-added
Exploring the fasks that brokers providing in-depth information and activities that provides transparency

undertake on behalf of their clients analysis, assessing risk profile and and demonstrates expertise.

Figure 4.3: Broker tasks for those say they don’t trust brokers

50% | 86% 42% | 12% 43% | 69% 49% | 64% 42% | 48%

Find policies that Assess the risk profile Provide me with Provide me with Assess the risk profile
are best value of my business and in-depth information general information of my business and
recommend the most and analysis on on insurance that recommend changes

appropriatfe insurance all the options may affect me | could make to my

policies and available to me in the future business fo minimise

coverage levels risk (non-insurance)

B Can't trust brokers B Can trust brokers

What makes advice trusted?

To further understand advice and how a demonstrated understanding of that building long-term relationships
it delivers trust, this year for the first their business are major factors, with and taking the time to really

time we asked SMEs what makes them  around half claiming that each of these  understand businesses are valuable
trust a broker’s advice. It appears that factors are important in them trusting elements in the establishment of trust
previous positive experiences and advice (see Figure 4.4). This suggests between brokers and their clients.

Figure 4.4: Reasons to trust advice

50%

27% 25%
22 18%

They have They They provide Their expertise They provide They take the time They save
provided know and me with all the saves me time me with expert understand my me money
me useful understand relevant information and effort knowledge that  business needs and

guidance in my business so | can make | wouldn’t proactively provide
the past informed decisions otherwise be able  information that

to access is relevant
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In a nutshell

SMEs are increasingly unclear of the distinct benefits of using a broker, with fewer saying that
they choose a broker because of their specific service expertise.

The most significant reasons that SMEs are choosing to avoid using a broker is often dependent
on a lack of understanding as to what brokers can actually offer them.

Many SMEs perceive brokers skillsets as restricted to the sale of insurance, not as diverse risk
management specialists.

Brokers aren't always delivering the highly valued tasks which are important to SMEs,
especially concerning more in-depth or analytical tasks.

SMEs who are conducting regular risk analysis on their business are more likely to feel a sense
of confidence in their capacity to face and weather risk.

Many SMEs feel comfortable seeking advice on risk from their own personal networks. But is
this the best possible advice for their business? Are they making the right decisions around risk?

The claims process remains a key moment of truth for insurance, where brokers can play a vital
role in improving the overall experience for SMEs

vVero



The research

This report is based on research involving more than
900 business owners and decision makers from around
New Zealand. The research was independently*
conducted as a quantitative survey.
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« 900 business owners and insurance
decision makers were interviewed,
covering a range of business types,
locations and sizes. The survey was
conducted during November 2018
and the data was weighted by state
and organisational size fo current
Statistics New Zealand data.

The survey covered:

« general business sentiment
« aftitudes towards insurance
« insurance purchase process
« purchase channel (broker or direct)
« aftitudes towards insurance brokers

« expectations and impact of
price changes

« 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 two
groups, following Statistics New
Zealand standards:

Micro

Businesses which employ
0 (self-employed)-5 employees

Small

Businesses which employ
6-19 employees

* This research was conducted
by BrandMatters.
See www.brandmatters.com.au

Disclaimer: This Vero SME Insurance
Index Report (‘Report’) has been
prepared for general information
purposes only. Vero Insurance New
Zealand Limited (‘Vero”) and its related
companies do not assume.

* This research was conducted by BrandMatters. See www.brandmatters.com.au

or accept any liability whatsoever
arising out of or relating to this Report
or the information it contains. While
all care has been taken, Vero and

its related companies 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 from Vero;

it is based on independent third party
research commissioned 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.

Disclaimer: This Vero SME Insurance Index Report (‘Report”) has been prepared for general information purposes only. Vero Insurance New Zealand Limited
(‘Vero’) and its related companies do not assume or accept any liability whatsoever arising out of or relating to this Report or the information it contains.

While all care has been taken, Vero and its related companies 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 from Vero; it is based on independent
third party research commissioned 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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For more information visit vero.co.nz/sme-index or contact your Business Development Manager.
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