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case study: 

h a i L  c a t a s t r o p h e  M a n a g e M e n t

Three major consecutive hailstorms in Gauteng in October and November 2012 resulted in an extensive review  
of Santam’s claims operating model and its ability to deliver a quality service under catastrophe circumstances. 

During such events, there is pressure on the claims system. Resources are exhausted by the demand in the market, 
there is an increase in costs (operational and claims cost) due to supply and demand pressure and service delivery is 
challenged. It was estimated at the time that more than 30 000 hail damaged vehicles needed repair in the East Rand  
of Johannesburg alone.

As a result of an extensive hail catastrophe review, Santam developed a hail claims management standard  
operating procedure. Santam assessors were put through specialised training to understand best practice paintless  
dent repair technology. The value of the intelligent write-off model, which was created in 2012 to make informed choices 
about the threshold for economic reports compared to optimum salvage recovery, was also evident in dealing with 
catastrophe events. 

A further outcome of the review was the implementation of a pre-warning SMS alert system to policyholders and 
improved communication platforms with intermediaries.

With the hailstorms in November 2013, Santam immediately initiated the new hail catastrophe management plan. 
Resources were mobilised from across the country and the assessment process was underway immediately. The 
contracted repairers were engaged and the repair process was activated. Our dedicated process and resources are  
coping very well and our new plan has been executed successfully. 

Performance overview

Growth in Santam’s core intermediated commercial and 

personal lines business was mainly driven by premium 

increases and new business written. Personal lines 

implemented double-digit increases on a segmented basis 

due to a strong focus on improving profitability. As a result 

the churn rate increased, but within the predicted range. 

Commercial lines underwriting results were under pressure 

during 2013 due to:

− floods in Mpumalanga and the Western Cape;

− commercial fires;

− hailstorms in Gauteng; and 

− increased costs per claim in motor repairs. 

Under the prevailing economic conditions, Santam has 

to manage an increasing number of emerging risks – 

especially in the personal lines environment. More attention 

was paid to addressing multi-claimants, reviewing rating 

structures, risk selection, and the application of sound risk 

management processes.

Claims volumes grew by 5.5% year-on-year, mainly due to 

adverse weather experienced in Gauteng and the Western 

Cape in the latter part of 2013. 

The average cost per claim increased by 12.3% for a motor 

claim and by 17.2% for a non-motor householders’ claim. 

This was mainly due to the higher cost for imported car 

parts, as a result of the weakening rand. 

The contact centres servicing personal and commercial 

business achieved or exceeded service-level targets in 

terms of number of telephone calls, speed of answer and 

email responses. 

During 2012 the investment in Indwe was impaired due 

to increased competition and low premiums resulting in 

a slowdown in its growth rate. Management actions have, 

however, been put in place to address performance by 

implementing a new software system and specific growth 

initiatives. The new software system is on track to be 

implemented in 2014, which will yield various efficiencies 

and system enhancements. The growth initiatives include 

the ORICO Broker Network that was launched in 2013, 

with a specific focus on expansion into Africa and new 

arrangements to grow the commercial and personal 

insurance books of business.
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strategy eLeMent contriBUtion and FocUs areas For 2013 short-terM goaLs

groWth
throUgh

diversiFication

− Renewed focus on cross-selling from a Sanlam group 
perspective by allocating resources, crafting a collective 
strategy and setting goals.

− Developed black intermediaries – making progress but  
it remains a slow process.

− Balance profitability and 
growth.

− Create additional distribution 
channels.

Manage
the risk

pooL

− Maintained and focused on profitability.
− Managed the average cost per claim and premium  

per policy.
− Fine-tuned our segmentation models. 
− Continued investing in the management of systemic risk 

through the Eden project. This project deals with the key 
systemic drivers of fire, flood and sea surge risk in the 
southern Cape.

− Continued active involvement with ClimateWise,  
which is considering the renewal of reporting standards 
and collaborating on climate risk management for  
resilient cities.

− Improve quality of the 
business underwritten  
by Santam.

− Manage profit margins 
according to a full  
recovery plan.

drive
systeM

eFFiciency

− Implemented and progressed the three strategic projects:
 1.  To provide clients, intermediaries, suppliers and 

business partners with an effective online presence 
and platform to interact with us. The project also 
optimises internal processes to reduce operational  
and transactional costs. 

 2.  To improve service quality, quote volumes and 
conversion rates by centralising back-office processing 
and enhance the regional service structure of the 
commercial and personal lines contact centres.

 3.  To be more responsive to client, intermediary and 
market demands by implementing a core underwriting 
and product management technological capability.

− Increased control of outsourced business.
− Improved access to data – enabling better rating and risk 

management capability.
− Implemented several initiatives to contain costs, including  

a dedicated focus on motorcycle claims and the intelligent 
write-off model, which determines the threshold for 
economical repairs compared to optimum salvage 
recovery.

− Roll strategic projects 
out according to planned 
timelines and budgets.

− Expect the strategic 
projects to reach a stage of 
implementation where some 
benefits will become evident.

peopLe

− Recruited 29 learners for the 2013 Santam black 
intermediary development programme. These learners 
gained work place experience at 17 intermediaries that 
were selected to act as mentors. 

− Focused on the development of employees and 
management of performance.

− Retain and develop employees 
and business partners.

− Build people practices that 
will increase the sustainability 
of the business.

s t r a t e g i c  a L i g n M e n t  a n d  F o c U s  a r e a s


