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Foreword

Trust. It’s a word that politicians, regulators, watch dogs and marriage guidance
counsellors habitually use during their day’s work. It is often bandied around in a
conceptual way; people call for an increase in trust between various bodies or talk
about rebuilding trust between institutions, but what does trust actually mean?
AXA understands trust to be about having faith in another party to fulfil its side of
the bargain, to trust that a business, individual or government body will act fairly
and transparently and strive to diligently perform its promised duties. It is widely
acknowledged by many studies, backed up by public utterances, that there exists
a ‘trust deficit’ between politics, business and the media. But how does that
manifest itself when it comes to looking at trust between SMEs and their
key stakeholders?
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The scepticism evidenced by SMEs via our
research indicates a disquieting gap emerging
between SMEs and the supporting pillars upon
whose solidity they depend for growth.

In polling over 400 SME Directors it became clear that there
are significant trust issues between SMEs – the keystone in the
Government’s economic growth plans and the lifeblood of the
UK economy – and the institutions they deal with, without whom
they would not be able to properly function. The institutions that
were seen to be the least transparent and trustworthy in the
eyes of SMEs were not always the most obvious. The scepticism
evidenced by SMEs via our research indicates a disquieting gap
emerging between SMEs and the supporting pillars upon whose
solidity they depend for growth.
It is perhaps a business axiom, but transparency is vital to all
business dealings, from both an operational and investment
perspective. Few businesses would want to be viewed as
being opaque, yet SME Directors tell us that several vital
service providers, to whom they turn for clarity and guidance
on important issues, are just that. It is not necessarily ‘red
tape’ that SMEs have an issue with – after all, a certain level
of bureaucracy is expected and administrative due diligence
is important – but what they require is transparency in their
dealings with institutions, whether they be banks around loan
repayments and debt facilities or with local councils and HMRC
around business rates and tax issues. The problem is that too
many SMEs feel they don’t receive this during their interactions
with these key organisations.

this problem - described as “simply unacceptable” by Small
Business Minister Anna Soubry - is unlikely to engender a sense
of trust and transparency between large and small businesses
either. If SMEs do not feel able to access the finance required
to invest, and similarly don’t trust local councils to maintain the
current business rates levels, the knock-on effect is profound
for the UK economy. Visibility and certainty are two vital
ingredients for SMEs, which create a suitable environment for
sustainable growth. Growth is being stymied and will continue
to be constricted by this trust deficit, ultimately to the detriment
of the whole economy. This in turn will impact wage growth,
tax reductions and people’s disposable income, to say nothing
of the impact on jobs or, more specifically, the dearth of job
creation that slow or stagnant growth entails.
We hope that this report helps to bring these important issues
to light and gives the institutions singled out as being perceived
to be lacking in either trust or transparency – or indeed both – a
timely wake up call.

Amanda Blanc, CEO, AXA Commercial Lines
and Personal Intermediary

Why does all this matter? Simply put, if SMEs don’t, for
example, trust their bank or local government to treat them fairly
and transparently then they are less likely to grow effectively.
Add to that, with £27 billion owed to SMEs in late payments,
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Introduction
Small and Medium Enterprises (SMEs) are the backbone of
the British economy. They are vital suppliers, customers and
employers, representing approximately 99.3 per cent of private
sector companies in the UK. They generate an annual turnover
of £1.6 trillion and employ 15.2 million people 1. However,
British SMEs do not have the economic or political heft that the
German Mittelstand 2 – Germany’s widely admired and powerful
SME sector - does. So the question is, what do SMEs need in
order to fulfil their potential?
Although the answer to this question is by no means simple,
this report sheds light on two essential components required
for the SME sector to flourish and successfully drive economic
growth on a national scale. Trust and transparency lie at the
heart of social life and are the key building blocks of democracy
and a healthy economy. These values enable fair financing and
profitable investments, allowing new companies to emerge and
grow into maturity.

They see opaque local councils, untrustworthy
authorities and a void where no high level
organisation champions their needs
Trust in politics, banks and businesses was severely hampered
after the 2008 financial crisis. An array of scandals in the
public and private sectors over the last few years have further
eroded it and a sense of distrust has embedded itself in our
business culture. This has created a deep rupture between
politics, business and the media and represents one of the
biggest issues of our time, which became clearly visible in the
European Parliament Elections in May 2014 and in the dramatic
changes to the UK political landscape. According to Edelman’s
2015 Trust Barometer, globally, government is the least trusted
institution for the fourth consecutive year. In the UK, the trust
level in government is 43 per cent and is only slightly more
favourable in business, at 52 per cent.
Despite ample studies and political parties vowing to support
SMEs and create a fertile environment for them to grow and
drive the wider economy, business leaders perceive a weak and
inadequate response from government. They see opaque local
councils, untrustworthy authorities and a void where no high
level organisation champions their needs.
Several organisations that speak for the SME sector in
the UK have called for greater transparency and increased
severity in addressing a culture of late payments. According
to the Federation of Small Businesses, 73 per cent of SMEs
experienced late payment during 2014 3. This represents
serious problems that not only relate to cash-flow issues, but
also translate into a waste of valuable time and energy that
should be spent elsewhere – one quarter of FSB members
experience late payments and spend three or more hours a
week addressing problems relating to them.
Government initiatives designed to tackle this poor payment
culture, such as the Prompt Payment Code, have been helpful
and well-intentioned but have not solved the problem. Indeed
for some SMEs these measures have further eroded their
trust in the authorities. While large businesses are commonly
identified as the principal offenders, the public sector has also
been part of the problem, being a late payer itself. This latter
issue is something that the coalition Government recognised
and, in February 2015, introduced new rules forcing the public
sector to pay contractors and sub-contractors within 30 days.
The lack of local knowledge and expertise to respond to local
needs and circumstances is another problem that further erodes
trust in authorities. SME business leaders are not always aware
of the programmes and support offered by local government,
which translates into a perceived lack of transparency and,
again, emphasises distrust and disappointment in authorities.

According to the London Stock Exchange, one of the key
challenges in Britain is to create the adequate environment to
support SMEs scaling up to large-cap companies, which would
strengthen the UK’s competitive advantage in the world.
This year might prove to be a good one for SMEs. Red tape has
been reduced to make it easier for SMEs to tender for state
contracts. The Prompt Payment Code, although still voluntary,
will enable the naming and shaming of companies that are
guilty of poor payment practices from April 2016. It will have
the ability to sanction signatories and enable SMEs to challenge
them. Furthermore, devolution to Northern city regions will
enable local solutions.
Overall, the horizon looks brighter for SMEs at a business
level and also at a policy level, as they now have a dedicated
SME minister in the form of Anna Soubry. The fact that small
business has a champion not only in government but also in the
Cabinet is certainly a promising sign. However, as this report will
illustrate, there is a good deal of work to be done to address
the current deficit in trust and transparency that exists between

1
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SMEs and the key institutions they interact with. This report
will look at where the specific problems are and suggests some
potential long-term solutions.
Something that becomes clear from the report – discussed
further in the following pages – is that the institutions that put in
personal calls and meetings with SMEs and give a personalised
service to their clients are far more likely to be trusted by SMEs.
They are seen to be acting in a more transparent way, which
in turn engenders that trust. With the advance of increasingly
sophisticated digital and automated solutions it is tempting for
service providers to “digitise” all their services. However, what
is clear is that the personal touch cannot, and should not, be
forgotten in the hunt for digital efficiencies. If an institution
loses its human face, it is in danger of losing its sense of
trustworthiness in the eyes of the clients it serves.

According to latest Government statistics - https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/377934/bpe_2014_statistical_release.pdf

2

For more information see https://www.bmwi.de/English/Redaktion/Pdf/factbook-german-mittelstand,property=pdf,bereich=bmwi2012,sprache=en,rwb=true.pdf

3

According to a survey by the Federation of Small Businesses (FSB) - http://www.fsb.org.uk/business-issues/finance-and-economy
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SMEs: Who do they trust?
AXA’s aim in its research was very simple – to ascertain what SMEs really felt about the key institutions
they have regular dealings with, specifically from a trust and transparency perspective. The survey was
independently conducted and did not seek to lead any Directors into favouring one institution over another.
One gets a sense from the research that the more remote the organisation with which a given SME interacts,
the greater the mistrust. The organisations that one would expect businesses to have more dialogue with,
appear to score higher in terms of trust, highlighting the fact that, for many individuals and corporates, trust
has to be earned. The findings show that, in an age of growing digitisation and automated services, the
personal touch remains key to securing the trust of organisations, a level of trust that is transparently lacking
in respect to some institutions.

A trust deficit in banks and Government
It is worrying to discover that SME Directors’ largest
areas of mistrust lie with the two institutions most
responsible for the operating climate of business in
the UK, namely banks and the Government. Together
they dictate the lending and tax parameters.
Almost half (48 per cent) of SMEs do not trust the
Government “to legislate in the best interest of
SMEs” and 42 per cent don’t trust their bank to lend
to them “at competitive rates” Concerns about the
fiscal framework and, crucially, an ability to borrow
at reasonable levels might be contributory factors in
inhibiting growth.
More work to be done on payments
Late payments are widely acknowledged to be
the scourge of the SME sector, particularly at the
smaller end as late payments have a deleterious
and disproportionate impact on a small firm’s cash
flow. Research from Bacs, the organisation that runs
the UK’s direct debit system, suggests that smaller
firms are now owed £26.8bn in late payments and
the cost of recovering these payments now stands
at £10.8bn. That’s an average cost of £11,000 for
every small firm in the country 4.

The findings show that, in an age of growing
digitisation and automated services, the personal
touch remains key to securing the trust of
organisations, a level of trust that is transparently
lacking in respect to some institutions.

The Trust Table

Supply chain to deliver
goods/services on time

My insurer to pay out in full

Creditors to pay on time

87%

73%

68%

My bank to lend competitively

The Government to legislate in
the best interests of SMEs

58%

52%

A more trusting relationship with supply chain
and insurance
An overwhelming majority (87 per cent) of SME
Directors trust their supply chain “to deliver goods/
services on time”. This could be attributed to
two main factors. Firstly, they themselves have
complete control over the selection of supplier and,
as the “buyer”, have the balance of power in any
transaction. Secondly, one would expect the supplier
to have a greater level of dialogue with its client,
creating a more personal relationship than with
other institutions.
Efforts have been made in the insurance industry
to make it a more consultative business, and this
may help to explain why SMEs have a relatively high
degree of trust that their insurer will pay out in full in
the event of a claim, with almost three quarters (73
per cent) saying as much.

Whilst only a third (33 per cent) don’t trust their
creditors to pay them on time and the majority
(68 per cent) do, this is still a significant number
of SMEs that are concerned about the tardiness
of payments. That equates to around 1.7 million
SMEs that worry about an issue which, unlike
trust in Government for example, has far reaching
consequences in terms of SMEs meeting their
working capital requirements and remaining solvent.

4
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http://www.bacs.co.uk/Bacs/DocumentLibrary/PR_Late_payments_costing_SMEs_billions.pdf
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Transparency - is everything clear?
Transparency is inextricably linked to trust, insofar as one is unlikely to put faith is something or someone that
is not readily intelligible, clear and straight forward. To some extent the results relating to trust are mirrored
in those regarding transparency. When polling the SME Directors around issues of transparency, AXA included
additional key service providers and institutions that SMEs deal with where clarity is key. What is perhaps
most striking in their responses is that, just as the regularity of interaction appears to have a bearing on trust,
face to face interaction with providers seems to have a strong impact on transparency, along with other more
specific reasons for favouring one institution and its transparent nature over another.

Professional services - leaders in transparency
Despite the complexity of the subject matter
with which they routinely deal, accountants and
lawyers emerge as the most transparent providers
from an SME perspective. Nine out ten (90 per
cent) Directors state that their accountants are
transparent in their interactions with them, whilst 84
per cent say the same for their lawyers.
As we have seen with the issue of trust, those
companies with whom an SME is likely to have a
single personal point of contact and a reasonably
regular dialogue are more likely to be viewed as
open and straightforward.
Financial services - a surprisingly positive position
Whilst trust and transparency may be related, they
do not always go hand in hand. This is the case
for banks. More than four out of ten did not trust
their banks to lend at competitive rates, but three
quarters (73 per cent) of SME Directors do consider
them to be transparent – with a similar number (75
per cent) stating that their insurer is transparent.
Financial services has undergone such intensive
regulatory scrutiny since the banking crisis of
2008-09 that clarity on products is paramount and
failures in this regard are quick to be punished.
The impact of regulation is that banks lend with
more clarity on charges and rates – however, this
does not necessarily mean that these rates will be
favourable. It is encouraging that regulation appears
to be having a positive effect on the way customers
perceive banks and insurers.
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Local councils - less transparent than energy
providers
One of the most startling findings from our research
is that SMEs view their local council to be very much
lacking in transparency. One might expect energy
providers – which have suffered a swathe of negative
publicity in recent times and have a product which
has been criticised for its lack of clarity on pricing –
to be the losers in the transparency stakes. Whilst
more than a third (35 per cent) say that their energy
provider is not transparent, this is markedly lower
than their impression of their local council, about
which more than four in ten (41 per cent) held this
opinion.
As the Chancellor of the Exchequer introduces wave
after wave of devolutionary measures to strengthen
the influence of local government, this finding is
worrying. From an SME viewpoint, local councils
are required to facilitate a good environment for
business, making it as easy as possible to grow.
Transparency is a big part of this and our research
suggests that there is a substantial amount of work
to be done on the part of local councils in this
regard.

As we have seen with the issue of trust, those
companies with whom an SME is likely to have a
single personal point of contact and a reasonably
regular dialogue are more likely to be viewed as
open and straightforward.

The Transparency Scale
100%

90%

80%

70%

60%

50%

40%

30%

20%
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0%
My Accountants

90%

My Insurer
My Lawyers

84%

75%

My Energy Provider
My Bank

73%

65%

My Local Council

59%
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Conclusions
1

Digital agenda must not diminish
personal business relationships

One of the things that stands out most clearly
from our research is that personalised service,
ideally conducted with regular face to face
interaction, is favoured by SMEs. It engenders
greater trust and transparency between
SMEs and their key partners. Companies in
the supply chain, insurers, accountants and
lawyers all are viewed positively in terms of
levels of trust and transparency as are all
industries that involve personal dialogue
and consultative relationships. Conversely,
central and local government fare poorly by
comparison – possibly the result of perceived
remoteness and a reliance on bureaucratic
processes. As the Government continues to
roll out its digital service transformation project
– moving public services online – this should
act as a clarion call that it must not ignore the
importance of personal interaction.
With trust levels around banks and
transparency levels around energy companies
being relatively low – both industries are
becoming increasingly automated in the smart
phone era – it is vital that businesses do not
become viewed as distant and impersonal,
as this will exacerbate the issue. Ensuring
that businesses communicate effectively
with each other and that there is a tangible
“business community” in the fullest sense,
should be a priority for the new Small Business
Minister, Anna Soubry. We need to make sure
that digitisation does not lead to a greater
alienation of SMEs and a larger trust deficit.

2

Supply chain offers a good blueprint for
change in banking behaviour

Banks should act more like participants in
the supply chain. With 42 per cent of SMEs
saying that they do not trust their bank to
lend at competitive rates, there is clearly a
significant degree of scepticism around these
institutions, which is a potential impediment to
the UK’s growth. A mind-set shift on the part
of banks is required. Within financial services
– at both a regulatory level and a company

5
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A key component of this cultural shift is viewing
relationships with clients as a privilege rather
than a right
level – much work is being done to implement
a client-focused culture. A key component
of this cultural shift is viewing relationships
with clients as a privilege rather than a right.
As we can see with the supply chain, which
has a large pool of companies competing for
business, higher competition levels will be
fundamental in effecting this shift in bank
behaviour.

3

The new SME minister should be a
prominent voice in Cabinet

Bearing in mind the scepticism around the
Government’s willingness to legislate in the
best interests of SMEs, it is a huge step
forward that we now have a dedicated SME
Minister. It is vital that Ms Soubry’s brief is not
a sideshow to a broader Business, Skills and
Innovation department agenda and is seen
to have teeth. Thankfully, early signs indicate
this is not the case. SMEs need a strong voice
in Westminster; finally it looks like they are
going to get the parliamentary champion they
deserve and have asked for – something that
AXA wholeheartedly endorses.

Methodology
An independent
quantitative study was
conducted online with
400 business owners
and key decision makers
within small (10 to 49
employees) to medium
(50 to 200 employees)
enterprises between
20th Feb and 10th
March 2015.
Participants were
selected using quota
sampling to ensure that
the response profile
matched that of the
business landscape of
the UK.

4

The new Small Business Commissioner
must be given sweeping powers to 		
tackle late payments
Our research suggests that at least 1.7 million
SMEs worry about late payments on a regular
basis. According to government figures,
SMEs are owed £26 billion in late payments.
Given that late payments significantly
impact businesses’ working capital, which
stymies investment and, in extreme cases,
companies’ financial viability, it is vital that the
recently announced Government-appointed
Small Business Commissioner 5 is given the
appropriate powers to fine poorly performing
companies and help to bring about a sea
change in the timeliness that large corporates
pay their suppliers.

https://www.gov.uk/government/news/new-commissioner-to-tackle-late-payment-culture
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About AXA
The AXA Group is a worldwide leader in insurance and asset
management, with 161,000 employees serving 103 million
clients in 59 countries. In 2014, IFRS revenues amounted to
Euro 92.0 billion and IFRS underlying earnings to Euro 5.1
billion. AXA had Euro 1,277 billion in assets under management
as of December 31, 2014. In 2014 Interbrand ranked AXA the
1st insurance brand worldwide for the 6th consecutive year.
In the UK AXA operates through a number of business units
including: AXA Wealth, AXA Commercial Lines and Personal
Intermediary, AXA Personal Direct and Partnerships, AXA
PPP healthcare, AXA Ireland and an independent distribution
business Bluefin. AXA employs over 10,500 staff in the UK.
The AXA ordinary share is listed on compartment A of Euronext
Paris under the ticker symbol CS (ISN FR 0000120628
– Bloomberg: CS FP – Reuters: AXAF.PA). AXA’s American
Depository Share is also quoted on the OTC QX platform under
the ticker symbol AXAHY.
The AXA Group is included in the main international SRI indexes,
such as Dow Jones Sustainability Index (DJSI) and FTSE4GOOD.
It is a founding member of the UN Environment Programme’s
Finance Initiative (UNEP FI) Principles for Sustainable Insurance
and a signatory of the UN Principles for Responsible Investment.

IFRS Revenues amounted to
Euro 91.2 billion. IFRS underlying
earnings to Euro 4.7 billion
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Ranked AXA the 1st
insurance brand worldwide
for the 6th consecutive year

Founding member of the UN
Environment Programme’s
Finance Initiative
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