AIC

INSURANCE SOLUTIONS

Cyber Insurance and the Regulatory Reckoning: Why Small Businesses Can’t Afford to
Look Away

In the past, cyber insurance has been perceived as optional - an extra layer of protection reserved for large
corporations or tech-heavy firms. But today, amid sweeping regulatory changes across multiple industries,
cyber insurance is no longer a ‘nice-to-have.’ For small businesses, it's becoming a non-negotiable element of
operational resilience and legal compliance.

A Changing Regulatory Landscape

Across the globe, governments are tightening cybersecurity and data protection requirements in response to
rising digital threats. Australia’s Cyber Security Act 2024 is a prime example, mandating ransomware payment
reporting within 72 hours and introducing minimum cybersecurity standards for Internet of Things (loT)
devices. Even small businesses, particularly those in the supply chain of larger enterprises or operating online,
are increasingly affected by these rules.

The ripple effects don't stop at national borders. Regulations such as Europe’s NIS 2 Directive, the Cyber
Resilience Act, and the United States’ Securities and Exchange Commission (SEC) cyber disclosure rules are
pushing businesses, regardless of size, toward more transparent and robust cybersecurity practices. In Australia,
updates to the Privacy Act 1988 have expanded the powers of the regulator and heightened accountability for
data breaches, and more changes are expected to be made over the coming years.

These developments mean that small businesses can no longer rely on informal processes or light-touch risk
management. The cost of non-compliance is growing, not just financially and operationally, but also
reputationally.

Why Small Businesses Are Uniquely Vulnerable

Many small businesses believe they fly under the radar when it comes to cybercrime and regulatory scrutiny.
Unfortunately, the opposite is often true. Attackers increasingly target SMEs as a way to infiltrate larger supply
chains, and regulators are taking note.

Larger organisations, particularly those in finance, government, and critical infrastructure, are under strict
compliance obligations, and they're passing those expectations down the supply chain.

This means that small businesses may be asked to complete cybersecurity questionnaires, undergo audits, or
even show evidence of cyber insurance before they can win contracts or to maintain key relationships. In some
cases, failure to meet minimum cyber requirements could lead to a business being dropped from a supplier list
or losing out on growth opportunities.

Cybersecurity has become a commercial trust issue, not just a technical one. Without the right controls and
protections in place, small businesses risk being seen as the weak link in an increasingly interconnected
business ecosystem.

In this climate, cyber insurance provides more than financial protection. It is a practical and strategic tool for
demonstrating governance, managing compliance risk, and accessing expert support when an incident occurs.

Cyber Insurance as a Compliance Tool
Modern cyber insurance policies have evolved far beyond claims payouts. Many now include pre and post

incident support services, such as access to cyber risk assessments, incident response planning, staff training
and of course, immediate access to an expert Incident Response team.
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This bundled approach helps small businesses meet regulatory obligations in a cost-effective and scalable way.
More importantly, it sends a clear message to partners, investors, and clients that cyber risk is taken seriously.

Cyber insurance, when implemented alongside good cybersecurity practices, offers small businesses an
essential foundation for resilience. It enables not only risk transfer but also readiness, reputation protection,
and recovery.

The New Cost of Doing Business
Cyber risk is no longer abstract. It is regulatory and reputational. For small businesses, cyber insurance is not
just about recovering from an attack, it's about being prepared for a world that increasingly demands

transparency, accountability, and resilience.

In this new regulatory era, the question is no longer ‘Can | afford cyber insurance?’. The real question is: ‘Can /
afford to operate without it?’.
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