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Much is being said about the present day role of the traditional broker and speculation is rife as to whether there will be traditional channels through which they can operate profitably in the future. 

A trend analysis shows an increase in the amount of personal lines business sold through non-traditional channels. This comprises mostly Bancassurance and Direct Insurance, the latter pioneering the improved accessibility of information and making the financial product directly available to the end user and eliminating the intermediary. 

Competitive product pricing accompanied by capped commission levels have forced the broker to spend less time with individual clients on a face to face basis. To compensate, bigger brokers have moved with the times and embraced technology for the benefits of efficiency in the administration of insurance business and the time it saves. The smaller broker, however, must often turn to a service provider to perform these administrative functions. The time so freed up  can then be spent on the marketing and selling of the financial product. 
However, the broker’s duty to sell insurance responsibly, the inherent complexity of insurance and the vulnerability of the target market has led to a greater need for consumer protection. Enter the various regulatory bodies bringing with them increased burdens of regulation and compliance not to mention increased consumerism. The result, any efficiency benefit which technology might yield is easily consumed by the demands of additional compliance requirements. 
What these statutory requirements seek to do and invariably will achieve, is to force the broker to employ effectively the resources, procedures and appropriate technological systems for the proper performance of professional activities. Employing the above is a challenge on its own, never mind sourcing the funds to acquire the necessary system and resources.   
A strong argument can be made for the fact that the traditional broker has to invest both time and resources so as to ensure that intelligent compliance becomes a priority, this seen in light of the fact that the number of rulings which stem from the offices of both the Ombudsmen show an increase in the number of rulings going against the FSP as a result of human error or omission in the process of selling a financial product. 

An additional pressure, particularly on the smaller broker, is the advent of the direct insurer. Traditional brokers take comfort in the fact that not all financial products are suited to a direct marketing drive, especially the more complex products. They also believe that no direct marketer can compete with the personal service, specific client knowledge, analysis and expertise which they offer. Nonetheless, direct insurers have subjected brokers, and smaller brokers in particular, to new pressures.
The smaller traditional broker must now find the time to elevate its service and expertise so as to ensure that the consumer will continue to look to it as intermediary to provide them with personal quality service rather than turning to the direct insurers. 
The balance of the time available needs to be invested in the marketing and selling of the financial product. The more complex the product, the more difficult for the direct insurers to compete and the more suited it is to marketing by an intermediary. However, the more complex the product, the more demanding it is for the intermediary to market especially bearing in mind the compliance issue referred to above. It is, almost a “catch 22” situation. 
I recently received my renewal correspondence which reflected my policy as being with the incorrect insurer. This was however not the main cause for concern. The anti hi-jack device which my insurer requested I have fitted to the vehicle caused the electronics on the vehicle to malfunction. The device was removed and the insurer conceded that it would no longer be a condition of hi-jack cover that the device be fitted and in working order. The latest schedule however again notes that an anti hi-jack device is required for continued theft and hi-jack cover. So, administrative glitches are another challenge to be dealt with.

As mentioned earlier, a competitive industry accompanied by capped commission levels has forced the broker to spend less time with the individual on a face to face basis. So how will the traditional broker, in a relatively short space of time, succeed in selling a tailor-made complex financial product to an individual whose particular requirements are to him unknown, this whilst having to be mindful of the numerous regulatory bodies bringing with them the increased burdens of regulation and compliance?
With difficulty I submit. 
The demands on brokers described above require both capital and time. With the smaller broker in particular, these are in short supply As a result, their absorption into larger businesses is becoming increasingly common and with it the loss of the personal touch which is their trademark.

If insurers offered some of the facilities needed to address the challenges mentioned above, this would offer smaller brokers an alternative to consolidation and allow them to compete on a more level playing field. 

Among the facilities which could assist smaller brokers to compete more effectively are:

1 A policy and claims administrative system which is accessible, efficient and mobile, which operates as a useful business management tool and permits the broker to manage his business from almost anywhere. The system should also be cost efficient.
2 Products with competitive covers and scientifically underwritten pricing.
3 A claims settlement service which utilizes a procurement panel with which advantageous arrangements have been concluded to settle claims to the satisfaction of insured clients while minimizing the cost. This element is essential to competitive pricing of risks.

With these facilities, the smaller broker can write competitive business while managing his own brokerage effectively and satisfying the demands of compliance.   
