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EVOLVING RISKS 
EMPHASISE A GREATER 
NEED FOR MORE RISK 
MANAGEMENT

The COVID-19 pandemic has had a devastating impact on 
both lives and livelihoods. Our research shows that it has 

had a materially negative impact on our commercial and 
corporate clients. However, that is not to say that it has not 
sparked some positive changes within the industry.

It has, however, resulted in significant financial loss: 62% of 
commercial and corporate entities have seen a loss in profit; 
on average profits declined by 38% in SMEs, by 36% in large 
commercial entities and by 24% in large corporates.

The hospitality sector was, unsurprisingly, hardest hit of all. 
A massive 41% closed businesses, 84% reported lost profits 
and 59% indicated they had retrenched staff. Profits were 
also negatively affected for 80% of transport and 77% of 
construction companies.

Even against this backdrop, commercial and corporate 
entities are generally hopeful about the future. According to 
our research, 83% of large companies and 73% of SMEs feel 
optimistic about their business prospects. 

While these figures are down on 2019’s 88%, they remain 
high and are indicative of the remarkable resilience and 
adaptability of South Africans. Since the start of the 
pandemic we have seen evidence that businesses are pivoting 
to better take advantage of the opportunities presented by 
our “new normal”. 

The rapid adoption of technology has disrupted traditional 
business models, with many firms forced to digitise faster 
than originally planned; the research found that 97% of large 
corporates have staff working from home. In many cases, 
this has prompted a review of risk and insurance coverage. 

What is both interesting and concerning is 
that despite a significant increase in remote 
working, and the proliferation in cyber risk 
that comes with that transition, demand 
for cyber-related cover has not risen 
meaningfully over the past 18 months. 
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Commercial and corporate 
entities are generally positive 
about the future. 83% of large 
companies and 73% of SMEs 
surveyed feel optimistic about 
their business prospects. 
These figures are indicative of 
the remarkable resilience and 
adaptability of South Africans. 
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The cost of third-party liability and fines following a major 
data breach can easily run into millions of rands. Additionally, 
loss or damage to digital assets is often not covered by 
standard insurance solutions. 

That said, cyber risk is now widely recognised as a global 
emerging risk and it was encouraging to see a notably 
higher level of awareness than previously reported among 
commercial businesses. The 2020 survey findings showed 
that 45% of commercial intermediaries ranked cyber crime 
as the third highest business risk, while 36% of commercial 
and corporate entities ranked it their fourth biggest risk 
over the next two years. There is, however, still a widespread 
perception that “It won’t happen to me” among South African 
businesses, which is concerning because the risk protection 
gap in this category is vast. 

We understand the inertia around cyber insurance to some 
extent, because reported cyber crime incidents are still at a 
relatively low level in South Africa. However, we believe it is a 
serious and rapidly escalating risk that must be confronted. 
With POPIA having just come into effect, companies will be 
compelled to report cyber-related crimes in which personal 
information is compromised. We do therefore expect to see 
an increase in cover required for cyber risk over the coming 
months.

There is also a misconception that cyber crime is a “big 
business” problem. This is reflected in the survey findings 
which show that the uptake of cyber cover is highest among 
large corporates. While large institutions may represent 
more lucrative targets, smaller businesses are easier 
to attack because they often lack the advanced security 
measures required.

It is crucial that both big and small businesses recognise the 
significant threat that cyber crime poses, and ensure they 
are adequately protected against its potentially crippling 
effects. We believe that intermediaries will be key in driving 
broader and sustained awareness around cyber crime. They 
have an important role to play in educating their clients about 
the benefits of cyber insurance and explaining how the cover 
works. 

The research found that intermediaries 
add the most value where knowledge and 
expertise is required to identify risks and 
find solutions that match client needs. Such 
knowledge and expertise will undoubtedly 
be required in the case of a complex, 
emerging and as-yet relatively unfamiliar 
risk like cyber crime.   

This is just one area in which we think the guidance of 
an intermediary will be crucial for commercial entities. 
Intermediaries have the means to play a critical role in 
helping clients understand intricate policy details, in 
demystifying what can often be complex policy language, in 
handling claims, and in sourcing solutions that meet client 
needs.  

Despite this, the demand for purchasing insurance from 
direct channels continues to increase. Where clients 
understand their insurance needs well and can navigate 
their insurance policy schedules and wordings effectively 
themselves, purchasing insurance directly may be 
appropriate. However, care is always required to ensure 
your insurance policy responds in the manner you expect 
it to when something unforeseen happens. Having an 
intermediary really helps in this regard.

The risk landscape is becoming increasingly 
complex. Given the critical role insurance 
plays in facilitating business continuity in 
the event of a claim incident, the decision to 
purchase insurance must involve more than 
a cost analysis.   

For example, using an intermediary gives the client access to 
a wealth of in-depth market knowledge and claims handling 
expertise. It is vital that these benefits are weighed up in 
conjunction with cost considerations. 

Intermediaries have the 
means to play a critical 
role in helping clients 
understand intricate policy 
details, in demystifying 
what can often be complex 
policy language, in 
handling claims, and in 
sourcing solutions that 
meet client needs.
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Admittedly, insurers could be doing more to support 
intermediaries in educating their clients. The survey results 
show that intermediaries need insurers to provide better 
training to customer service and claims handling staff, 
facilitate client education and provide tools to help them 
engage in their own risk management, and work towards 
simpler, clearer policy wording. This last point remains a 
priority at Santam, but the need for it was amplified by the 
COVID-19 pandemic. 

Santam’s claims data paints a picture of the risks that had 
the biggest impact on clients. The overall volume of property 
claims increased by 7% YOY in 2020 while the average cost 
per claim shot up by a staggering 103% in the same period, 
this was mainly driven by contingent business interruption 
(CBI) claims – optional policy extension that provides cover 
beyond the traditional business interruption cover, which only 
covers losses following damage to physical property.

In terms of other traditional risks, the top five ranking risks 
according to commercial intermediaries are fire (51%), motor 
vehicle (44%), business interruption (41%), theft (29%) and 
public liability (17%).

There was some misalignment between intermediaries 
and commercial entities who, ranked theft (34%), economic 
downturn (34%), fire (26%), motor vehicle (21%) and business 
interruption (17%) as their top five risks. 

In terms of Santam’s claims experience over the same 
period, there have been fewer fire claims than usual as 
business premises were unoccupied for an extended period. 
In a normal year, we would expect the value of our fire claims 
to be the highest of all the categories, but this year the value 
of CBI claims is significant.

Looking at the other commercial insurance classes, motor 
claims volumes, which have been steadily rising every year 
pre-COVID-19, are down meaningfully: -16% YOY in 2020, 
and -6% between Q1 2020 and Q1 2021. That said, motor 
claims are still our biggest category by volume despite this 
drop in volumes.

2020

2019

16%

The average cost per motor claim is up marginally between 
2019 and 2020 (2.8%) and a higher 8.2% between Q1 2020 
and Q1 2021. This was the second largest commercial claims 
category by value after CBI.  

The average cost 
per claim shot up 

by a staggering 
103%.

The overall volume of property 
claims increased by 7% YOY in 
2020 while the average cost per 
claim shot up by a staggering 
103% in the same period. This 
was mainly driven by contingent 
business interruption (CBI) 
claims. 
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Motor claims volumes are down because people have been 
driving less since the pandemic started. However, the 
average cost of claims is up because those accidents that do 
happen are more severe. This could be because with fewer 
cars on the road there is more opportunity to speed. We do 
not believe traffic density is going to return to pre-pandemic 
levels anytime soon for the simple reason that remote 
working is likely here to stay, at least to some degree.

In light of the complex risks the new normal brings, 
it is more important than ever for businesses to fully 
understand exactly how their 
insurance cover is structured, 
and how they can reduce the 
frequency and severity of risk 
events through suitable risk 
management practices. It was 
positive to see that of the 400 
companies we surveyed, all said 
they have risk management 
measures in place, though large 
companies typically have more 
than SMEs: 92% of corporates, 
87% of large commercial entities 
and 78% of SMEs take proactive 
risk management seriously. 
Though these relatively high numbers are encouraging, it 
is businesses that do not take it seriously that are of grave 
concern to us. 

There are easy and cost-effective ways to reduce a company’s 
exposure to both traditional and emerging risks. To manage 
fire risks, commercial entities can promote clean and 
uncluttered workspaces, train staff on firefighting, store 
documents and equipment safely, maintain good standards 

around electrical wiring and distribution boards, plant and 
machinery, and provide easy access to well-maintained 
firefighting equipment.

In terms of theft, burglar bars, alarm systems, security 
access and walls (whether physical or digital) can all 
contribute to lowering the chances of a significant theft 
event. Telematics is an option for managing motor risk, while 
providing suitable education, training and incentivisation 
of staff can help to mitigate against severe risk incidents 
involving human capital.  

Many businesses have spent the 
last 15 months fighting to keep their 
doors open. In some instances, this 
has led to basic risk management 
practices, that should be part of routine 
business maintenance, falling down 
the priority list. Business owners are 
urged to remember that insurance 
cover and good risk management go 
hand-in-hand to provide the necessary 
protection.

Traditional risks aside, pre-pandemic 
emerging risks are ever present in 

South Africa: political unrest, a challenging economy, cyber 
crime, and social and climate change. Corporates and 
commercial businesses need to be as prepared as possible to 
protect themselves against these and other emerging risks. 
Adequate insurance cover and effective risk management 
will be key to achieving that goal. However, this will require 
closer relationships between insurers, intermediaries and 
their clients. 

companies we surveyed 
have risk management 

measures in place

All of the 400
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