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Why survey SMES on insurance?

¢ Pressure from CFIB members

+ Escalating concerns about premiums,
coverages, communications, etc.

¢ Impact felt by SMEsin all regions/all sectors
+ Need to understand impacts
+ Undertook consultations in designing survey



Input costs are #1 external factor
affecting business performance

Input costs

Gov't regulations
Customer demand
Competition

Tax levels

Labour availability
Border crossings

Access to bank financing
Interest rates

Access to technology b
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CFIB Insurance Survey

¢ Conducted between March and May 2002
+ 8,181 business owners responded
¢ All regions, all sectors

¢ Main Focus: the role of broker/agent, carrier and
SME client in managing insurance costs
+|nsurance coverage
oBroker-SME client relationship
+3Service satisfaction levels
oPremiums
+Claims experience
+Banksin insurance



Commercial

Personal

Extent of Coverage

Business interruption

"Small Business" package

% response

Yes No

Not applicable




High cost and lack of suitable
plans are main reasons for lack of
|NSUrance coverage

0-4 5-19 20-49 50-99 100+
Size of firm (# of employees)

High cost

Refused coverage
Unable to access a suitable plan




High cost remains top issue

regardless of sector

Primary —lﬁ
Wholesale e —ss——

Manufacturing
Retall

Agriculture
Business services
Community services
Fin., ins. & real est.
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Unable to access a suitable plan
Refused coverage

High cost




Majority of SMIES use Brokers

How do you typically purchase insurance for your business?

Ontario 84 144
Quebec g3l 1008
Manitoba 79 194
Nova Scotia 76 222

British Columbia 75 222
Saskatchewan 74 23
New Brunswick 72 258
Alberta 72 27

P.E.I. 57 3N
Newfoundland 55 34 E
CANADA I 188
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Through a "Broker"

Through an "Agent"
Directly from insurer




...but Brokers are somewhat less
popular with SMEs that are:

¢ Veary small (74%, fewer than 5
employees)

¢ Young (67%, in operation for 1 year or
|ess)

¢ Agriculture (64%)

¢ Retall (74%)

¢ Rural (74%)



Nine out of ten established SMES
have a longstanding relationship
with their broker

10 years or more

(90.5%) \

.1 to 2 years
(0.7%)

Under 1 year
(0.3%)

SMEs that have been in business for 11+ years and use a broker



Overall Service Satisfaction

Through a "Broker"
Through an "Agent"

Directly from insurer

% response

Very satisfied
Somewhat satisfied
Somewhat dissatisfied
Very dissatisfied

HEEN




Majority of SMEs are satisfied
with their broker...

Shops for best coverage/rates

Provides assistance during a claim

Informs about types of insurance

Explains details of my coverage

% response

Very satisfied Somewhat satisfied
Somewhat dissatisfied Very dissatisfied
Not provided




...but brokers have much room for
|Mprovement In some areas

Informs me how marketplace impacts
my premiums

Helps me identify potential hazards
to reduce risk

Advises me how to manage premiums
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B Very satisfied Somewhat satisfied
B Somewnhat dissatisfied |:| Very dissatisfied
Not provided
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Change In Insurance Premiums,
Commercial

Auto

Decrease 7.9%
No change 22.6%

Decrease 5.0%

Property (incl. liability) No change 19.9%

Decrease 4.0%

Business interruption No change 29.5%

. Decrease 5.1%
Small Business package No change 20.2%
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Up 1-19% Up 20-49%
Up 50-99% Up 100% or more

Responses for those SMEs that either had no change to their policy, or either had their
deductible increased and/or a deletion of coverage.




Change In Insurance Premiums:
Personal

Decrease 8.0%

Auto No change 26.1%

Decrease 5.8%

Property (incl. liability) No change 28.8%

| | | | | |
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% response

Up 1-19% Up 20 or more%

Responses for those SMEs that either had no change to their policy, or either had their
deductible increased and/or a deletion of coverage.



Changes to insurance policy
In addition to premium hikes

None — 1.5
Additional coverage — 24.2
Higher deductible 1.8 Onein three
SM ES appear
Deletion of coverage 13.2 to be paying
more and

Lower deductible —

}1 getting less
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Written notification 1n advance of
all changes to insurance policy

Yes, | was notified 30 days

or more in advance

Yes, but | was notified "less" than
30 days in advance

No, | was not notified at all
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I notified, were you provided with
an explanation for all the changes

Notification on time Late notification
(30+ days in advance) (Less than 30 days)

Yes (90%) Yes (80%)

N N

f
No (10%) I

No (20%) -




Majority of SMIEs had no
INSurance claims in past year

Newfoundland — 83
P.E.l. 1 80
Nova Scotia — 76
British Columbia — 74
Ontario 72
New Brunswick — 72
Alberta — 71
Saskatchewan — 70
Manitoba — 69
Quebec 68
CANADA - >
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Most claims tend to be auto

Alberta
Quebec

New Brunswick
Manitoba
Saskatchewan
Ontario

Nova Scotia
British Columbia
P.E.I
Newfoundland
CANADA
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D Bus. int. Property/liab. Auto
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Satisfaction with I nsurance Co.
Auto Insurance Claim

Professional treatment during claim
Prompt response to your claim

Fair settlement of claim
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Very satisfied Somewhat satisfied
D Somewhat dissatisfied Very dissatisfied



Satisfaction with Insurance Co.
Property/Liability Claim

Professional treatment during claim
Prompt response to your claim

Fair settlement of claim
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% response

Very satisfied Somewhat satisfied
| | Somewhat dissatisfied Very dissatisfied



Satisfaction with Insurance Co.
Business Interruption Claim

Professional treatment during claim

Prompt response to your claim

Fair settlement of claim

33 32. 22
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Very satisfied Somewhat satisfied
D Somewhat dissatisfied Very dissatisfied



Less than half of business owners
snop around when buying insurance

Manufacturing — 47
Hospitality, pers. services — 47
Retail — 45
Primary — 44
Trans. & comm. — A4
Construction — 43
Wholesale — 43
Community services — 37
Business services — 36
Agriculture — 35
Fin., ins. & real est. 20

CANADA ﬁ
|

O 10 20 30 40 50
% response




Not all business owners attempt to
negotiate better policy terms...

Successful attempt hzo

Unsuccessful attempt — 20
| | | |
0 20 40 60

% response



... lower premiums are the most
likely outcome of a successful
negotiation

70 — 68
60 —
50 —
40 —
30 —
20 —

10 —

Premium Coverage Deductible



Overall findings

+ High cost/lack of suitable plans are concerns

& Broker use iswidespread/strong loyalty and
satisfaction levels...but what does the future hold?

¢ Premium Increases: better communications,
justification, impact on the SME economy

¢ Claims satisfaction generally favourable, but room
for improvement

¢ Need for business owners to shop around, attempt
to negotiate better terms



