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ALL IN THIS 
TOGETHER 

Paul Harris highlights how the profession must 
stay united and continue to learn 

A
mong the trials and 
tribulations that 2020 
brought along with it 
–a global pandemic, 
lockdowns and 
political discord both 

in the UK and internationally, it might 
have gone unnoticed that the Society 
of Underwriting Professionals turned 
one in October of last year.

At its launch, I had joined 
the wonderfully abbreviated 
“SOUP” advisory board with a 
view of contributing towards the 
advancement and promotion of the 
underwriting profession. e board 
started out by considering the impact 
of technology and automation on 
the profession. Little did we know 
how the underwriting experience 
would have changed so swiftly and 
significantly inside this first year.

But while it is important to 
remember that our working lives 
are currently unrecognisable from 
before, so are those of our insureds. 
During the Christmas holidays, I was 
speaking to my friend Tom, who is 
a tutor running his own business. In 
future, he told me, all of his lessons 
will continue online, coronavirus or 
no coronavirus. And Tom is not alone. 
In the past 12-months meetings have 
moved from boardrooms to bedrooms, 
suits were swapped for shorts and 
Webex replaced the water cooler.  

 

SERVIN G  OUR CUSTOMERS
What does this mean for Tom’s 
business and his insurance needs? It is 
our job to educate him and to develop 
the products that will serve the needs 

of him and people like him. But we 
must not forget that it is our duty to 
learn from these businesses as well. 
A recent Ernst & Young study found 
that as much as 80% of a company’s 
balance sheet are intangible assets, 
which is an increase from around 32% 
in 1985. Much of this is uninsured. 
e protection gap is something that 
has been discussed for many years 
and, as business models change, new 
technologies develop and insurance 
events become more global in nature, 
it is inevitable that this gap will 
grow wider. If we are unable to offer 
cover for what businesses need, what 
use are we as a profession? Only 
by recognising this can we remain 
relevant and continue to earn the 
trust of the public, which often comes 
under strain during difficult times. 

I would also like to take this 
opportunity to reiterate everything 
that you have heard about looking 
after your mental health during these 
“unprecedented times.” Look after 

yourself but one another as well. 
Make sure that you take time out 
for yourself. Read a book, go for a 
walk or complete that box set that 
everyone has been talking about. But 
also reach out to others who might 
be worn down from balancing heavy 
workloads with home schooling or to 
the person that you haven’t spoken to 
in months. We are all in this together 
after all. 

Lastly, the Society of Underwriting 
Professionals is here to allow CII 
members in the underwriting sector 
to share best practice and technical 
insight. e board and CII cannot do 
this by themselves. As members we 
would love to hear from you with your 
views on what issues are pressing to 
yourselves, what topics you value and 
what we can do to help.

Enjoy this month’s edition of our 
digital magazine and stay safe! ●

 

Paul Harris is advisor board member of 

the Society of Underwriting Professionals
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B U S I N E S S  I N T E R R U P T I O N

Liz Booth
examines the 
future impact 

on business 
interruption 
policies for 

underwriters

CHOICE 
WORDS

L
ike so many disputes 
involving insurer and 
insureds, the case will 
turn on the precise 
wording of the policy. 
It was no different with 

the recent Supreme Court ruling on 
business interruption (BI) policies in 
relation to the Covid-19 pandemic.
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be on the hook for a significant if not 
devastating amount of BI losses.

“While their balance sheets can 
certainly sustain such a payout, 
the long-term implications are 
significant. BI coverage of the type 
ordained by the Court is not priced 
into commercial property coverage.”

He suggests there will be a 
significant increase in rates as well 
as a profound tightening 
of policy language – the 
viral equivalent of an 
act of war exclusion – 
to address the wake of 
Covid-19. “�is,” he said, 
“will inevitably force 
governments and other 
new reinsurance pooling-
type arrangements to 
step in – as they did in 
the aftermath of 9/11 – to 
close what is certain to 
be seen as a significant 
protection gap.”

Time will tell whether 
or not the government 
feels the urge to step 
in. One of the questions 
likely to influence that 
decision is how wide-
spread the ramifications 
of the ruling prove to be and whether 
insurers maintain that appetite 
to offer cover and, if so, how the 
wordings change.

For example, lawyers from Morrison 
& Foerster LLP believe that, in time, 
“the impact of the Supreme Court’s 
decision may well decline, as insurers 
will very likely closely scrutinise their 
existing policies so as to carve out 
potential liability for wide-ranging 
events such as pandemics, hurricanes, 
and floods.

“Policyholders with policies coming 
up for renewal should be aware of 
potential changes in their policy 
wording, as insurers seek to restrict 
their exposure for such events and        
will likely be required to pay larger 
premiums for more wide-ranging 
insurance cover,” they suggested.

Others suggest that the case 
will impact many policyholders in 
different ways and could lead to a 
major overhaul of wordings on many 
policies. �ere appears to be concern 

about the Supreme Court’s comments 
on the Orient Express case.

As Paul Wordley and Graham 
Denny, partners in Wordley 
Partnership say: “Of particular note 
to the insurance industry more 
generally, the Supreme Court has 
determined that the Orient Express 

Hotels case was wrongly decided and 
that it should be overruled.

Briefly, in the that case, “cover was 
confirmed for the physical damage to 

the hotel but, when 
it came to BI losses, 
the arbitration panel 
accepted the insurers’ 
argument that the 
cover did not extend 
to BI losses which 
would have been 
sustained, as a result 
of hurricane damage 
to the city of New 
Orleans, even if the 
hotel itself had not 
been damaged.

“�e overturning 
of Orient Express 
is significantly 
good news for 
policyholders as it 
will now be difficult 

for insurers to deny cover or reduce 
an indemnity on grounds that the 
relevant losses would also have 

While across the media the case 
was heralded as a kind of ‘David and 
Goliath’ victory for small businesses 
against the mighty corporate insurers, 
the truth is much more nuanced  
than that.

But one thing is for sure, everyone 
will be taking a good, hard look 
at the policy wordings issued and 
questioning, not only the claims 
here and now, but what the future 
wordings will look like and whether 
underwriters maintain their appetite 
for either BI or contingent BI cover.

As the Supreme Court gave its 
ruling, Huw Evans, ABI director 
general, said: “Insurers have 
supported this fast-track legal process 
every step of the way and we welcome 
the clarity that the judgment will 
bring to a number of complex issues. 

“�e insurance industry expects to 
pay out more than £1.8bn in Covid-19 
related claims across a range of 
products, including BI policies.”

Steve Browning, a researcher at 
the House of Commons Library, 
specialising in insurance, has put the 
ruling into perspective, explaining: 
“�e judgment only applies 
to particular wording in some clauses 
in some contracts. �e Financial 
Conduct Authority (FCA) had earlier 
noted that the case would affect a 
maximum of 370,000 businesses. In 
2018, there were almost six million 
businesses in the UK.

“�e general consensus is that few 
businesses overall will benefit. As early 
as March 2020, the Chancellor had 
said that “very few businesses have 
the requisite insurance”, while the 
economic secretary stated that 5% of 
businesses took out cover for non-
specified diseases”. He added: “Hiscox, 
one of the insurers directly involved, 
stated that fewer than a third of its BI 
policies would be affected.”

 
TURNIN G  TIDE
Looking further ahead, Seth Rachlin, 
global insurance leader at Capgemini, 
felt: “�ough early court rulings in 
both the US and UK tended to favour 
insurers, the tide has most certainly 
shifted. A few key rulings in US lower 
courts foreshadowed the ruling by 
the UK Supreme Court. Insurers will 

P O L I CYHO L DE RS WI TH 
P O L I CI E S CO MI NG U P  FO R 
RE NE WA L  SHO U L D B E  AWA RE 
O F POTE NTI A L  CHA NGE S I N 
THE I R PO L I CY WO RDI NG, A S 
I NSU RE RS SE E K TO  RE STRI CT 
THE I R E XP O SU RE  FO R SU CH 
E VE NTS A ND WI L L  L I KE LY B E 
RE Q U I RE D TO  PAY L A RGE R 
P RE MI U MS FO R MO RE  WI DE -
RA NGI NG I NSU RA NCE  COVE R

● Further legal disputes

● A lot of work for claims teams

● Changing policy wordings

● Price increases for BI cover

● Reputational challenges for insurers

L I K E LY  I M PA C T S :

● The disease clauses – 

interpretation;

● The prevention of access and hybrid 

clauses – interpretation;

● Causation;

● The trends clauses;

● Pre-trigger losses; and

● The Orient Express decision.

Source: Herbert Smith Freehills

T H E  I S S U E S :

B U S I N E S S  I N T E R R U P T I O N
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resulted from uninsured perils, which 
share the same underlying fortuity as 
the triggered insured peril.”

�ey added: “Orient Express 
has always been much criticised 
by policyholders on the grounds of 
iniquity – the bigger the loss, the 
less cover is available. It could also 
lead to absurd windfall results on 
certain scenarios, for example in the 
hurricanes context if a hotel had been 
notionally the only one standing 
within a flattened wider area. �is 
aspect of the Supreme Court's 
decision brings clarity and common 
sense to this area of the law.”

Matt Connell, director of policy and 
public affairs at the CII, concluded: 
“�is judgement will have huge 
ramifications for insurance beyond BI 
and it is important this is also looked 
at as openly as possible. 

“We recently released guidance in 
collaboration with the Association of 
British Insurers, the British Insurance 
Brokers Association, and our 
members, to support professionals 
close the gap between what 
customers expect insurance products 
to do and what they deliver.”

To read the guidance, click here: 
https://bit.ly/3qUiIKP ●

 

Liz Booth is contributing editor at the CII

On Friday 15 January 2021, the UK Supreme Court handed down its 

important judgment in the Financial Conduct Authority (FCA)'s 

Covid-19 non-damage BI insurance test case, substantially allowing the 

FCA’s appeals (brought on behalf of SME policyholders) and 

unanimously dismissed insurers’ appeals of the High Court’s judgment 

at first instance.

Indeed, because of its decisions on the interpretation of certain 

“prevention of access” and “hybrid” clauses, the Supreme Court has 

materially broadened the cover available to policyholders for BI loss 

caused by the effects of the Covid-19 pandemic in the UK compared 

with the earlier High Court judgment.

The Supreme Court’s analysis of issues relating to causation in 

insurance cases, its rejection of insurers’ arguments on the application 

of standard “trends” clauses in property damage/business interruption 

policies and its over-ruling of the insurer-friendly decision in the Orient 

Express Hotels case, all mean that the judgment is likely to have 

long-lasting implications for the property insurance markets and  

more widely.

The Supreme Court held:

● “Disease” clauses are triggered following the occurrence of at least 

one case of Covid-19 within the area/radius specified in the wording. 

The causation requirement is “satisfied by showing that one or more 

cases of illness from Covid-19 had occurred within the specified 

radius before national restrictions which caused interruption of the 

insured business were imposed.”

● “Prevention of access” and “hybrid” extensions are triggered by the 

insured peril, regardless of whether the loss suffered was 

concurrently caused by other (uninsured but not excluded) 

consequences of the Covid-19 pandemic. It will continue to be 

necessary to compare policy wordings carefully against the Supreme 

Court and High Court judgments to work out whether there is cover 

in individual cases.

● “Trends” clauses cannot be relied on by insurers to reduce the 

indemnity because of the concurrent, uninsured effects of Covid-19. 

Crucially, the only adjustments which can be factored into the 

indemnity calculation are in respect of trends or circumstances 

entirely unrelated to Covid-19.

● The 2010 Orient Express Hotels case was wrongly decided and was 

therefore overruled. Accordingly, if an insured's losses were 

concurrently caused by an insured peril and an uninsured peril, 

which arose from the same underlying fortuity, loss resulting from 

both causes operating concurrently is covered. This is perhaps the 

most far-reaching aspect of the judgment.

Source: DLA Piper

C A S E  S U M M A R Y
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C
hange is a normal 

part of the insurance 

renewal process, 

offering underwriters 

an opportunity to 

re-evaluate risk and 

make appropriate 

adjustments to price and cover. But, 

with Covid-19 forcing everyone 

to adapt the way they operate, 

underwriters are experiencing 

significantly more change than usual. 

Adapting to remote working was 

the first major shift, as the pandemic 

Sam Barrett looks at how the renewal process went for 
underwriters as Covid-19 restrictions continue 

NEW 
BEGINNINGS
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forced people in the UK to work from 
home where possible. Although there 
were some initial teething issues, 
Paul Harris, professional indemnity 
underwriter at Argo Global, says the 
profession responded well. “It was 
business as usual within a matter of 
days of lockdown being announced,” 
he says. “�ere are some downsides, 
such as a quick chat with a client or 
someone in the office now requiring 
a Zoom call, but there has been no 
disruption to service.”  

Being at home did bring some 
challenges to the renewal process. 
With brokers sometimes unable 
to contact clients and renewal 
information taking longer to source 
and receive, more policies were put 
on extension. 

While these operational issues 
may have proved testing, Janet 
Edey, UK & Ireland management 
liability manager at Chubb, says the 
hardening market had more of an 
impact on the renewal process in 
2020. “Clients faced with increased 
premiums and tougher terms 
understandably needed longer to 
digest and discuss their options,” 
she explains. “In previous years, an 
underwriter might have had two or 
three meetings or calls on a risk but  
in 2020 this doubled or tripled in 
some cases.” 

 

TESTIN G  T IMES
Adding a further layer of complexity 
was the fact that risk profiles 
were shifting too. Whether it was 
a personal lines motor insurance 
customer whose annual mileage was 
down as their car sat on the drive 
during lockdown, or a restaurant 
replacing its table reservations with 
home deliveries, the pandemic 
resulted in considerable change in 
insurance requirements.

�is forced underwriters to 
pay close attention to how risks 
were changing. “Businesses have 
been really creative adapting their 
operations to survive lockdown. 
We have seen everything from high 

street retailers 
moving online 
to office 
cleaners start 
selling hand 
sanitiser,” 
says Mandy 
Hunt, chief 
underwriting 
officer for 
commercial 
lines at RSA 
Insurance. 

“We had to make changes on 
policies to allow for lockdown 
restrictions, for example, extending 
the unoccupancy clause, but we also 
had to respond to changes in the 
nature of the business. We also made 
sure as much information as possible 
was readily available to customers. 
It worked well: unlike a claim which 
affects one policyholder or, in the 
case of a flood, a community, as 
the pandemic affected everyone, it 
helped to bring people together.”   

 But it wasn’t all positive. When 
policyholders found their business 
interruption claims were declined 
as closures due to a pandemic were 
excluded, questions were raised 
around the value of cover. And, while 
the Financial Conduct Authority’s 
decision to bring a business 
interruption insurance test case 
helped to ensure clarity, the incident 
did little for the sector’s reputation.  

Ms Hunt accepts that more work is 
required. “We are working through 
valid claims, but we have also started 
looking at how we can make wordings 
clearer. Insurers have to make sure 
that customers understand what they 
are buying and this will be a big theme 
in 2021.”

As well as driving clearer wordings, 
another positive side-effect that 
has come out of the pandemic is 
that customers appear to be much 
more engaged with their insurance. 
Underwriters report higher levels of 
enquiries about the level and scope of 
policies, with more interest in taking 
out extensions and increasing limits 

to ensure adequate cover is 
in place.  

How the pandemic affects 
customers’ appetite for 
insurance going forward is 
another key consideration. 
Rebecca Gambrell, head of 
SME pricing and portfolio 
management at Zurich 
Insurance, does not expect 
businesses will necessarily go 
back to their pre-Covid-19 
ways. “We will see more fluid 
policies,” she says. “�ere 
will still be the traditional 

risks but new ones are emerging 
too. �ere’s much more adaptability 
among businesses and they expect to 
see this reflected in their cover.” 

�e economic landscape is also 
high on insurers’ agendas. As well 
as the effects of the pandemic, they 
are keeping an eye on how Brexit 
will affect the market. Given the 
uncertainty around these influences, 
Ms Edey expects many lines in the 
commercial insurance market will 
remain hard in 2021, with change 
likely to be slow. 

Similarly, Mr Harris is concerned 
about the recessionary impact from 
Covid-19. “We’re watching this 
carefully,” he says. “On D&O, it 
could lead to more insolvencies and 
therefore more claims. �ere’s a lot of 
uncertainty.” 

Just as their customers are unlikely 
to go back to pre-Covid-19 ways, the 
insurance sector is also expecting 
its own working patterns to change 
too. Although a return to the office 
is expected later this year, a more 
hybrid approach that combines 
office and remote working is likely 
to be standard. Mr Harris admits he 
is looking forward to getting back 
to the office. “Insurance is a people 
business,” he says. “I don’t think the 
profession will go back to the way it 
worked before the pandemic but it 
will be good to see people again, and 
not just on a computer screen.” ●

 

Sam Barrett is a freelance journalist

THE RE  WI L L  STI L L  B E  THE 
TRA DI TI O NA L  RI SKS B U T 
NE W O NE S A RE  E ME RGI NG 
TO O.  THE RE ’S MU CH MO RE 
A DA PTA B I L I TY A MO NG 
B U SI NE SSE S A ND THE Y 
E XPE CT TO  SE E  THI S 
RE FL E CTE D I N THE I R COVE R
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T E C H N O L O G Y

T
here are some aspects 
of the underwriting 
profession that are highly 
automatable and any role 
that has direct exposure 
to repetitive data driven 

tasks faces the same challenge.
I like to use a particular example 

from life insurance: multivariate rules 
– where multiple and often indirect 
data points and their relationship to 
mortality are investigated. 

Not so very long ago it might have 
been: how old are you? Where do you 
live?  What is your medical history? Are 
you a smoker?

Now, your credit history, vehicle 
records, even a customer’s social media 
presence can be used to make more 
accurate calculations. � e volume 
of data being collected and analysed 
makes automation a practical necessity.

Once you have these millions or 

Matt Hall examines 
key opportunities 
and challenges 
posed to underwriting 
by technology 
and automation

PROCESSING 
THE FUTURE

even billions of data points, you need 
computers to analyse them, examine 
their relationship to other data points, 
and work out how they relate to 
pricing or risk. � e volume, accuracy, 
and complexity required for this 
approach is far beyond the capability 
of humans. Research from right across 
the profession repeatedly demonstrates 
fi rstly, the shocking error rates of 
humans, and secondly, the capability 
for machines to do it faster. 

Looking ahead, there are several 
companies developing wearable, or 
even ingestible, technology to support 
this data driven approach. 
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15%
ONLY 15 PERCENT OF 

CUSTOMERS SAY THEY 
ARE SATISFIED WITH 

THEIR INSURER’S DIGITAL 
EXPERIENCE 

(Accenture)

IMPROVIN G  PERFORMANCE
Machine learning is a form of 
artifi cial intelligence which means 
that a computer gets iteratively 
better at a task by analysing its own 
performance and outcomes. � is 
means that computers will only ever 
become more accurate and faster at 
making underwriting decisions. 

With investment and resources in 
insurtech increasing in recent years, 
it is logical that more automated 
solutions will emerge. So, are 
computers coming to take our jobs? 

� e reality is a lot more nuanced.
Most customers do not actually 

care that much about the 
introduction of automation and 
technology. � eir behaviour remains 
principally driven by price, as well 

as trust in the insurer or the 
product. However, whether in 

broking, underwriting, or 
claims, all our research sees 

a deep reluctance to see 
processes completely 

automated. Customers 
worry that a complete 
lack of human 
involvement will 
drive unfair pricing, 

negative bias, and the 
inability to challenge 

an outcome.
In addition, 

automation is more 
diffi  cult to apply to large 

and complex risks. Unlike 
an ‘off-the-shelf’ motor 

or home product, insuring, 
for example, an oil rig or 
a hydro-electric dam can 

never be fully automated – 
although technology applied 
correctly in those areas will 

drive better outcomes for the 
insurers and their clients.

COMMUN ICATION IS KEY
It seems almost an inversion of 
a data-driven approach, but the 
underwriter of the future may 
actually spend more time interacting 

with customers, clients, and 
especially internal stakeholders. You 
could be communicating with them 
much more regularly, to understand 
their objectives and requirements. 
If I asked the organisations that I 
speak to for the top fi ve skills they are 
seeking in underwriters, I guarantee 
that you would fi nd communication 
skills in that list. 

Computers, 
automation and 
technology can 
free us from 
mundane and 
repetitive tasks. 
I haven’t queued 
up to pay in a 
cheque in years. 
My car parks 
itself when 
I press a button. 
My heating turns 
itself on when 
it gets too cold. And it no different 
in underwriting. If we can automate 
the boring and time-consuming, that 
leaves more time for innovation and 
challenge, for example, in product or 
process development.

HUMAN TOUCH
No matter how good a computer is 
at collecting, arranging, comparing 
and analysing data, the desired input 
and desired output still needs to 
be determined by a human. What 
data we need and how to use it 
will continue to be a huge question 
for insurers, and the people and 
organisations who can provide 
the answers will be a valuable 
commodity. 

� e implementation of automation 
and technology also raises signifi cant 
ethical questions. � ere are many 
examples of artifi cial intelligence 
that had been instructed to achieve 
commercial objectives that rapidly 
ended up discriminating against 
minority groups or vulnerable people. 
� ink of the example I gave earlier 

around life insurance and ingestible 
technology. What is the ethical 
impact on insurance of being able 
to calculate morbidity with
unerring accuracy? 

� ese questions must be considered 
and answered by humans, not 
machines.

So, what can underwriters do 
right now? Firstly, technology is 

continuously developing, 
so underwriters 
should make sure their 
knowledge is too.

� e pace of change in 
technology is astonishing. 
� is isn’t a subject 
where you can learn the 
principles, pass an exam, 
and expect everything to 
stay the same for the next 
15 years. Qualifi cations 
are a hugely important 
foundation, but insurance 

professionals must take continuous 
professional development seriously 
when it comes to technology. 
Learn little and often, and welcome 
opportunities to acquire new skills 
and use new systems. 

At the Society of Underwriting 
Professionals we publish fortnightly 
content and resources to help our 
member stay up to date with key 
issues. � ink about breadth of 
knowledge as well. � ink about the 
non-technical business skills you 
might need for the future.

Professionals embrace solutions 
that will secure the best outcomes 
for their customers and clients. We 
should not fear or resist technological 
innovation because it will happen 
either way, so the strongest 
standpoint an underwriter can start 
from is: “How can I use this to get 
better outcomes for me, my team, 
and my organisation?” ●

Matt Hall  is operations and strategy 

manager of the CIIIS
TO
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A
new report has shed 
light on a worrying 
lack of awareness of 
the risks of modern 
slavery in the financial 
services sector.

�e study, led by Dame Sara 
�ornton, the UK Independent 
Anti-Slavery Commissioner, suggests 
nearly half finance staff are unaware  
of the nature and scale of the problem 
- nor how their business is involved  
in the abuse. 

�e report, carried out in 
partnership with �emis and the 
TRIBE Freedom Foundation, shows 
how finance is at the heart of labour 
exploitation - a multi-million-pound 
industry - and calls on leaders to take 
a stand against it.

For insurance underwriters, the 
issue may be less of concern about 
employing staff, but it is about what 
is underwritten and whether that 
is funded by slavery. As Comply 

DO YOU KNOW 
WHAT YOU ARE 

INSURING?

Advantage says: “With around 
 62% of firms reporting exposure to 
financial crime, money laundering  
in the insurance sector is a  
growing global problem. 

“Life insurance firms 
are at particular 
risk of money 
laundering 
because of the 
massive flows 
of funds into 
and out of their 
businesses: most 
life insurance 
firms offer highly 
flexible policies 
and investment 
products that offer 
opportunities for 
customers to deposit 
and subsequently 
withdraw large amounts of cash 
with a relatively minor reduction  
in value.”

Modern slavery is happening all around us, yet few 
realise the extent of the problem, including the 

insurance sector, as Liz Booth reports
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It is estimated that 130,000 people are connected 

to slavery and exploitation in the UK – but the 

study found: 

●  45% of senior managers in financial services are 

unaware that modern slavery exists in the UK.

●  30% of financial services employees do not 

believe modern slavery is something that 

happens in the UK.

●  36% of financial industry employees think that 

their organisation has no influence at all in 

combating the issue.

●  68% of financial industry employees surveyed 

did not believe the subject had been raised 

more than “a few times” by senior 

management, if at all, in the last 12 months.

Source: Preventing Modern Slavery and Human Trafficking 

K E Y  F I N D I N G S

In the UK, there are regulatory 
requirements to notify the authorities 
of anything that may arise in the 
course of business that will relate 
to money laundering and terrorist 
financing and it is an offence to fail to 
disclose when one knows or suspects 
money laundering. 

And there are heavy fines for any 
organisation that fails to report 
suspicious activity. On top of that it is 
also an offence to fail to report if you 
might have reasonable grounds  
to suspect money laundering. 

As the anti-slavery report spells 
out: “�is offence penalises those 
who “should have known” that 
activity was unusual or suspicious. 
Given the money laundering risks 
inherent in modern slavery as well as 
the requirements under the Modern 
Slavery Act it is vital that modern 
slavery concerns are included in  
this reporting.”
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● Leaders should set the tone at the top by taking a stand 

against abusive practices in their supply chains and 

business activities.

●  Banks and financial services companies should undertake 

regular due diligence to check for abusive practices is 

their supply chains and investments.

●  Banks and financial services companies should integrate 

modern slavery red flags into their existing money 

laundering control frameworks.

Source: Preventing Modern Slavery and Human Trafficking

It is estimated that 130,000 people are connected to slavery and 

exploitation in the UK. Modern slavery includes:

●  Sex trafficking

●  Child sex trafficking

●  Forced labour

●  Bonded labour or debt bondage

●  Domestic servitude

●  Forced child labour

●  Unlawful recruitment and use of child soldiers.

Source: www.state.gov › what-is-modern-slavery

W H AT  I S  M O D E R N  S L AV E R Y ?

 
SUP P LY CHAIN S
Google ‘modern slavery and 
insurance’ and you will find a list 
of insurers publishing the legally 
required statement on modern 
slavery, including in almost every 
case a section on staff training to  
build awareness.

�is includes training for 
underwriters, often under the 
auspices of the environment, social 
and government (ESG) commitments 
of the firm.

However, this latest report suggests: 
“When compiling a modern slavery 
statement financial services companies 
should consider their direct and 
indirect impact and influence up and 
down the supply chain. 

“�is includes monitoring their 
own supply chains (IT, employment 
services, office supplies, construction, 
etc.) but also, monitoring activity 
across all operations. �is will involve 
coordinating financial crime teams 
looking at money laundering, but  
also investors and lenders undertaking 
due diligence on potential partners 
and clients.”

It also warns that statements on 
modern slavery are often little more 
than tick-box exercises. �e Modern 
Slavery Act 2015 came into force five 
years ago it said, “but this study found 
that the legislation has had a limited 
impact on protecting the lives of those 
vulnerable to exploitation.”

�e report 
continues: “Too 
many financial 
institutions 
that publish a 
modern slavery 
statement focus 
only on the direct 
impacts of their 
business such 
as cleaning or 
catering staff, or 
construction of 
office buildings, 
without 
acknowledging 
the far larger 
impact their 
business has 
through its 
investment, lending and client 
relationships.”

Last year the UK government 
announced new measures to 
strengthen reporting and the 
new measures will specify topics 
that modern slavery statements 
must cover, from due diligence 
to risk assessment, to encourage 
organisations to be transparent 
about the work they are doing 
to ensure responsible 
practices.

Dickon 
Johnstone, CEO 
of �emis, suggested 
“Financial institutions 

need to take a good look at their core 
business activities and 
understand where their 
money is going and what 
types of business it is 
enabling. I challenge any 
senior manager who says 
their organisation has no 
links to modern slavery to 
prove it. 

“�ere are 40 million 
people in slavery in the 
world, so chances are your 
institution will have either 
direct or indirect links to 
modern slavery and human 
trafficking somewhere 
within your operations, 
your supply chains or in 
those businesses you lend 
to or invest in. Don’t turn a 

blind eye - do something about it. ●
 

Liz Booth is contributing editor of the CII

THERE ARE 40 MILLION PEOPLE 
IN SLAVERY IN THE WORLD, 
SO CHANCES ARE YOUR 
INSTITUTION WILL HAVE EITHER 
DIRECT OR INDIRECT LINKS TO 
MODERN SLAVERY AND HUMAN 
TRAFFICKING SOMEWHERE 
WITHIN YOUR OPERATIONS, YOUR 
SUPPLY CHAINS OR IN THOSE 
BUSINESSES YOU LEND TO OR 
INVEST IN

K E Y  R E C O M M E N D AT I O N S


