STARTING UP YOUR OWN UMA BUSINESS

Article written by Mark Haken, Director of Renasa Insurance Company Limited
To embark on the often lonely and certainly bumpy road of developing your own UMA business can be a very complicated and onerous undertaking which requires in depth knowledge of your chosen product, as well as some capital, perseverance and above all, tenacity. It is assumed that entrepreneurs are not necessarily “borne”, but can also be “made”. There are countless examples of insurance professionals who have eschewed the corporate environment to carve for themselves extremely successful careers as underwriting managers, but there are also many disasters littering the self same route; this article attempts to identify the essential components of success as well as to signpost the common areas of difficulty. 

Unique Proposal. The most successful UMA’s offer to their principals and backers highly skilled underwriting management, ideally, in an area of scarce resource. Although there are examples of successful “generalist” UMA’s, insurance companies are usually well equipped to manage such business themselves. Thus the underwriter needs to be qualified and experienced in his chosen field. It is important to demonstrate where his competitive advantage lies, so a starting point in any negotiation is to enter into a confidentiality agreement.
Business Plan. A formal business plan forms the backbone of any proposal, so care and attention must be afforded this phase of the development. There are many templates available for the development of such a plan, and all will include the following essential sections:- 

Introduction – Overall aims of the initiative and the desired results; proposed shareholding; financial implications / requirements; medium and long term aim.  

Concept – Description of the proposed product, position of the product in the market; results of research and how it has been dealt with in other countries; the extent and success of opposition players.

C V’s of Directors and Main Personnel – Include brief resumes of key individuals.

Market Analysis –Competitive Advantage / Unique selling points – list of major competitors and their product offerings; how will this product be different to attract clients; assess strengths and weaknesses of competition and how to capitalise on that. Results of market research; size of (potential) market, market targets, opportunities, gaps, proposed distribution channels, threats, including SWOT analysis.

Budget – Projected number of clients, revenue and expenses for 12, 24 & 36 months; cash flow projections; balance sheet projections; financial strategy; establishment costs and source of funds.
UMA Structure – Location of premises; organisational structure (an organogram will be useful) underwriting, administration including IT system proposal, claims and finance functions – explain who and how they will be managed / controlled; risk appetite of UMA; 

Regulatory Issues – business name (has it been registered?) compliance; corporate governance; FAIS registration; legal persona of UMA; employment equity; empowerment.

Insurance Analysis – Underwriting criteria, detailed pricing model, proposed policy wordings, underwriting limits, catastrophe exposure, reinsurance requirements.

Advertising & Marketing Plan – How to identify and exploit target markets, which media to use (print, radio, television, internet etc.) identification of and incentive plans for agents or brokers, costs and budget for marketing (Valuations, surveys etc).

Choosing Your Partners. Care must be taken in selecting which Insurer you wish to underwrite for, as this is likely to be a long term association, which should be beneficial to all participants. There are several criteria to consider when creating a shortlist: 
· Do they require a shareholding in your business? 
· How do the “escape” clauses operate? 
· Do they already underwrite your chosen class (es) of business? 
· Do you get on with their management? 
· Have they got experience in managing UMA’s? 
· Have they got (and are they prepared to share) facilities to assist in developing the business? 
· Are there opportunities to cross sell within their network?

This list is not exhaustive, but any mismatch will quickly disqualify certain options.

Determination. Success does not come easily, so a project such as this requires an enormous amount of hard work which begins with a thorough and critical assessment of your idea, followed by extensive research and meticulous planning allied to an acceptance that there will be many challenges to overcome before your dreams are realized.
Preparation is the key to success, and to quote Freud, “Fortune favours the prepared mind”. Being properly prepared requires not only the diligent execution of the business plan described above but also its efficient implementation. To the lone underwriter, emerging as an entrepreneur, the start-up implementation may be a daunting prospect. But having a partner that will provide most of what the start-up requires can make its implementation seemless. Such a partner will have to provide all or at least most of the following:
· assistance with the business plan;

· an appropriate insurance IT system which offers to the UMA’s brokers access to all relevant policy information;

· the capital support necessary to fund the business in its start-up phase;

· essential office services including accommodation, switchboard and reception facilities while preserving the UMA’s independence;

· administrative support in respect of both technical and financial accounting;

· marketing support including the provision of a website and other material such as brochures;

· reinsurance broking support to ensure appropriate protection on favourable terms.   
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