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Essential to support 
SMMEs risk challenges
Jon-Jon Smit, Executive 
Head: Sales & Marketing, CIB, 
shares his thoughts on the 
SMME market with COVER. 
As can be seen below, the 
industry has the products 
and advice, we just need to 
ensure it reaches those who 
can benefit.

1. WHAT ARE THE MAIN RISKS FACED 
BY SMMES IN SOUTH AFRICA THAT 
COULD EASILY BE ADDRESSED BY A 
STANDARD SHORT TERM INSURANCE 
POLICY?
A standard policy merely covers 
basic business risks. These include 
covering assets against fire, storm 
and theft as well as business 
interruption – either as a result of 
the abovementioned perils, or due 
to service interruption. Traditional 
policies also cover cyber risks and 
money. Fidelity guarantee is usually 
standard, with the option of credit 
risk extensions. SMMEs tend to be 
especially vulnerable to credit risk, 
so we would always advise taking 
out cover in this area. A standard 
policy would also include Sasria 
cover.

The biggest risk, however, is for 
SMMEs either to take out too little 
insurance, or none at all.

2. IN YOUR EXPERIENCE, ARE 
BUSINESSES TAKING THESE RISKS 
SERIOUSLY ENOUGH?
Due to the current economic 
climate, certain covers are being 
overlooked as the SMME business 
owner is feeling the pinch. When 
times are tough, the first expense 
to get cut is often the insurance 
portfolio. Business owners are 
looking to insure only the bare 
minimum in terms of catastrophic 
cover, like fire, as their budget 
simply doesn’t allow for the cost 
of the other offerings. This is why 
it is critical that a business owner 
engages with a short term accredited 
broker to understand the risks 

involved and to ensure he or she gets 
the maximum in terms of cover at 
the most reasonable cost in terms 
of the company’s budget. The broker 
will then highlight all the risks 
involved and the business owner can 
make an informed decision.

There are also many newly 
established SMME owners who 
simply don’t understand the benefits 
of insurance. Even if they could 
afford it, they may not know how 
badly they need it.

3. WHEN A BROKER APPROACHES 
A POTENTIAL NEW SMME CLIENT, 
WHAT IS THE PROCESS TO FOLLOW 
TO IDENTIFY RISKS THAT NEED TO BE 
ADDRESSED?

The broker would need to 
understand the client’s business and 
the risks involved in the day-to-day 
operation of the organisation. A full 
risk and needs analysis would need 
to be compiled with the client. Once 
this is done, the broker can spend 

time explaining the cover available 
in the market, which products are 
available that meet the client’s 
needs, and then request quotes and 
pricing for the client. Often brokers 
will give the client a comparison of 
products available and the benefits 
and differences of each. The broker 
would also highlight the cover 
available under each section with 
what is and isn’t covered in terms of 
the policy wording.

“The biggest risk, however, is 
for SMMEs either to take out too 
little insurance, or none at all.”
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Business insurance that 
really cares for the needs 
of small business owners

Schalk Malan, CEO of BrightRock

According to the Small 
Business Institute (SBI) 98.5% 
of the country’s economy is 
made up of small and medium-
sized enterprises (SMEs).

The small enterprises contribute 
to more than 40% of South Africa’s 
gross domestic product. With tax, 
labour and the recent minimum 
wage legislation adding complexity 
to the environment, this figure is a 
testimony to the determination of 
our nation’s entrepreneurs. 

Fortunately, when compared to 
other fast-growing economies, the 
costs of starting a business in South 

Africa are fairly low. However, low 
levels of education, poor access to 
funding, and the relatively high costs 
of hiring and firing present obstacles 
to success. With the majority of 
South Africa’s small businesses 
operating in the agricultural trade-, 
tourism- and construction industries 
, business owners face a substantial 
amount of risk, as businesses in 
these sectors require a hands-on 
approach. 

Your clients want business 
insurance that provides a high 
degree of flexibility to maximise the 
relevance and affordability of their 
risk cover as their businesses grow 
and develop. We believe there’s both 

4. HOW SHOULD THEY DECIDE, BASED 
ON THE CLIENT’S BUDGET, WHAT TO 
LEAVE OUT INITIALLY?
This is determined by the client in 
conjunction with the broker, based 
on the business risks that would be 
highlighted by the broker. Often the 
major risks, like total loss/absolute 
catastrophe cover, would be the first 
to be insured and any additional 

cover would be left out. This would 
all depend on the client’s budget and 
risk appetite. The broker would then 
need to highlight the risks involved 
from an insurance perspective in 
terms of what is and isn’t covered in 
the policy.

The best approach is firstly to 
insure against events that could 
force the company out of business. 
Then add insurance against the 
costly events and, finally, insurance 
against events that may prevent 
smooth operations and disrupt 
business flow.

5. WHERE DOES CIB COME IN IN 
TERMS OF EQUIPPING AND ASSISTING 
BROKERS IN THE ASSESSMENT, TAKE-
ON AND SERVICING PROCESS?
CIB is a broker-driven business 
servicing the short term broker 
market countrywide by supplying 
quality products at a competitive 
price. Our differentiator is service 
excellence in all we do. Apart 
from our SMME based commercial 
insurance offering, CIB also offers 
niche products for entities such as 
fuel stations, franchise businesses, 
commercial property and sectional 
title. CIB supports the broker 
in terms of analysing the risks, 
accurate pricing, providing the best 
fit for the client in terms of product. 
We also provide a risk assessment 
survey of the client’s premises to 

assist the broker in highlighting 
any concerns, as well as offering 
recommendations in terms of 
mitigating the risk for the client.

At CIB we fully support our broker 
base by providing full sales and 
underwriting support. We also fulfil 
the entire claims settlement process 
to ensure that, on submitting a 
claim on behalf of the client, the 
broker has confidence that CIB will 
deliver exceptional service when 
called upon.

6. ANY RECOMMENDATION REGARDING 
WHAT BROKERS COULD DO TO TAKE 
ADVANTAGE OF THE HUGE SMME 
MARKET’S INSURANCE NEEDS?
Firstly, understand the client’s 
needs and expectations in 
conjunction with their business 
risks and needs. The broker can 
then ascertain best fit in terms of 
product and offer the client a choice 
in terms of products available in 
the market. In our 25th anniversary 
year, CIB is proud to offer 
insurance solutions to 600 brokers 
countrywide.

“Often the major 
risks, like total loss/

absolute catastrophe 
cover, would be the 
first to be insured.”


