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In a special three-part series, Victoria 
Mason, CGU’s Manager of Customer 
and Market Insights, shares valuable 
insights and key learnings from new 
research into the insurance needs of 
the SME sector. 

introduction

Small business represents 96 per cent of all Australian 
businesses by number. To help you win in this potentially 
huge market segment, we explore what SMEs want 
from their broker and how you can deliver it. 

methodology 

CGU engaged external research consultants 
[Evolve Research and Consulting] to conduct a 
robust, independent study of the SME insurance 
sector. The research involved one-on-one in-depth 
interviews and 850 phone interviews and looked at 
the issues, attitudes and behaviours of SMEs in 
relation to their insurance. The specifics included:

•	 National survey of businesses with 
<$10m turnover

•	 Representative of the SME market by state, 
turnover and industry; excluded Agriculture 
and Mining; 

•	 10 one-on-one interviews;

•	 850 telephone interviews; Interviews conducted 
with directors (or the specific employee who 
makes business insurance decisions);

•	 Completed in Q1 2013.
Victoria Mason, Manager Customer and Market Insights, 
CGU Insurance.
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Target to win with customer 
segmentation 
Many businesses lack a structured approach to identifying and serving distinct 
customer groups. But if you apply the simple customer segmentation principals 
outlined in this article (demonstrated using independent SME research sponsored  
by CGU), you’ll gain a competitive advantage to grow and defend your brokerage. 

Clearly not all SME insurance customers are worth  
the same amount to your brokerage, nor do they all 
have the same expectations of their broker or their 
insurance. Therefore customer segmentation and 
targeting intuitively makes sense, and also aligns to 
very real outcomes such as price elasticity, cost to 
serve, retention, etc. But it can be difficult to know how 
to put customer segmentation theory into practice.

If buying complex segmentation research from 
statistical consultants is not realistic for your 
brokerage, you can start by using simple techniques 
and existing information. To demonstrate how a 
simple approach can be deeply insightful, CGU used 
just two SME attitudes - insurance engagement and 
channel preference - to better understand the SME 
insurance market (see below). 

simple sme Customer segments
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BUDGET SELF SERVERS
I’m satisfied we have the best business insurance for us. We don’t have 
complicated requirements and I did all the research myself. I shopped 
around and found the best deal. I’d heard of the company before and they 
talk you through it to make sure you’re covered for what you need.
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DISENGAGED DIRECTS
I’m just not interested in insurance but you have to have it to run a business, 
so I took out the basics – it was quick and cost effective. I know I haven’t 
looked into it hard enough but I can’t be bothered shopping around. 

INTERMEDIATED LOYALISTS
We have confidence in our broker who we’ve used for years. They explain 
everything and recommend solid insurance companies. But we also spend a  
fair bit of time looking over the details. It’s less stress to know that we’ve got  
the right insurance – if anything goes wrong we know we are covered. 

AVERAGE OUTSOURCERS
Insurance is a necessary evil – it’s important but not something that I want to 
have. I don’t really know what cover we have I just haven’t got the time and I 
can’t be bothered. I just assume the broker has given me the best insurance 
for our needs. 

LOWER: 
Policy satisfaction 
Know what they’re covered for 
Read the PDS
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• The largest segment

• Mainly aged 50-59 (43%)

• Most likely to serve B2B (69%)

INSURANCE SpEND: $$$

• Older individuals (35% 60+)

• Larger SME businesses (17% ≥ 10 staff)

• Established SME businesses (only 6%  
≥ 5 years)

HIGHER: 
Insurance importance 
Confidence in their cover 
Know what they’re covered for 
Read the PDS 
> 5 year policy tenure
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LOWER: 
Insurance importance 
Confidence in their cover 
Policy satisfaction 
Purchase channel satisfaction 
Know what they’re covered for 
Read PDS 
Think needs are simple

• Least likely to have Business  
Interruption, Directors & Officers  
and Money cover.

HIGHER: 
Policy satisfaction  
Know what they’re covered for 
Read the PDS 
Think their needs are simple 
Direct is cheaper 

• Younger individuals (45% <50)

• High home office use (65%)

• Least likely to serve B2B (49%)

Low
Insurance Engagement

INSURANCE SpEND: $$$

INSURANCE SpEND: $$$ INSURANCE SpEND: $$$

High
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The SME customer segments in this simple example 
are truly distinct, with the average annual insurance 
spend varying by more than $10,000 and satisfaction 
varying by up to 30 per cent. Clearly each of these 
SME customer segments have very different insurance 
needs and expectations.

An insurance broker who recognised these customer 
segments could lower their cost to serve with 
informed allocation of resources and tiered service 
delivery – while at the same time delighting customers 
by offering them the service and information they want.

For example: 

•	 Minimise churn by targeting Average Outsourcers 
(the largest segment) with tailored messaging,  
e.g. briefly articulate broker benefits and offer 
tenure incentives to prevent distraction by a  
new/better offer

•	 Target new business activity at Disengaged Directs 
as a tailored offer that simplifies the process would 
resonate (by resolving their need to buy insurance 
without wanting to think about it).

Note that customer segmentation should be based 
on customer attitudes and preferences – not just 
their business profile or dollar value. This is critical  
as it enables your brokerage to service SME decision 
makers’ individual needs, rather than presuming  
all SMEs of a certain size or industry will respond 
to the same offer or communication. 

This is just one example of how customer segmentation 
can be both achievable and incredibly valuable to an 
insurance broker. There are many ways to segment 
current and potential customers (see SME Insider 
Tips below for specific examples), but you must 
consider what’s feasible and will drive value in 
your specific brokerage. 

Average Outsourcers are less loyal and more 
interested in other offers, but can be too busy 
ordisinterested to seek them out – making them 
a higher churn risk if competitors target them.

“We can always look at it and see 
what’s the best out there. I just haven’t 
had a chance to do this (yet).”
(Average Outsourcer, Financial services, < $100k turnover)

“I just think that... That after awhile the 
brokers, they just throw it at you.”

(Average Outsourcer, Manufacturing, $1m- $2.5m)

“I think there are some areas which 
we are underinsured. It would be better 
if all the policies are at one place or as 
a package.”

(Average Outsourcer, Construction, $100k- $1m)

Disengaged Directs are seeking simplicity, but aren’t 
engaged enough to look for it – making them prime 
target for a low touch, simple insurance bundle. 

“I just think we could get a better 
package bundle or performance from 
another supplier. It would be nice to 
have everything bundled in the one spot.”

(Disengaged Direct, Health Care, $100k- $1m)

“I can’t be bothered shopping around, 
but I’m sure there is better cover out 
there.”

(Disengaged Direct, Retail Trade, < $100k)

SME INSIDER TIpS

SME FACT BROKER OppORTUNITY
Examples of customer characteristics relevant to 
SME segmentation include: 

•	 Attention to detail, e.g. readership of pDS, 
understanding of current cover

•	 Desire for control/involvement, e.g. make final 
decision themselves, need to discuss options

•	 Level of worry/attitude to risk, e.g. “It’ll never 
happen to me” vs. “If it did happen, we’d lose 
everything”
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   How can you capture this information about 
your customers, so that you can allocate 
them to a segment and then service them 
accordingly?

Full scale, tailored market segmentation research 
can be a very valuable investment (depending on 
your brokerage size, lifecycle, objectives, etc.) 
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   You can search for a suitable customer 
segmentation research supplier in your area 
using the Australian Market and Social 
Research Society search directory, available 
here: http://www.amsrs.com.au/directory-
researchcompanies

More than half of SME insurance customers aren’t 
engaged in insurance, lacking the time or motivation 
to read the details
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    How can you allocate resources and tailor 
your service offer to retain the disengaged 
and delight the engaged?


