In The Owner's Chair...PRIVATE 

You Could Lose Your Business Without It.

Without what? Insurance: paying a fee ($) to transfer risk from you to another, the insurer. But, if you try to buy insurance to cover every risk you'll have no money left. The first thing to understand is that you need a Risk Management strategy, and that insurance is just one part of that strategy.

Some of the areas you need to manage or insure are: property (yours & others), liability (to persons & their property), automobile, crime (theft, vandalism, etc.), industry-specific (supplementary for unique coverage), business interruption (insure income when closed due to earthquake, etc.), key-personnel, worker's compensation (your liability to employees), tenant's coverage (your lease may specify you insure the property or assume some liability of the landlord).

Special coverages include: group health & dental, group life, disability, high-crime area, rent, glass, and short-term or special event coverage. 

Develop a Risk Management strategy.

1. Carefully choose an insurer. Usually "agent" means the seller represents a particular company; "broker" means a seller is free to represent several companies. Discuss your concerns honestly and frankly. Avoid a seller who whips out a package without knowing you or your business.

2. Prioritize your insurance needs. Comply with State Law required then lease required insurance. Next, prioritize by the sorts of losses that threaten the financial viability of your business. Cover common claims, serious risks, and then cover what you can afford.

3. Comparison shop. Beware of unusually low rates. Review your coverages frequently for adequacy. Often comprehensive business packages are available and affordable. Look for trade associations and group plans.

4. Manage your deductibles & cash outlays. The higher the deductible the less expensive the coverage. Estimate the frequency of claims versus the premium savings from higher deductibles. Keep cash in the bank (in interest earning accounts) equal to the deductibles. Also, some policy premiums, such as KEY-PERSONNEL, accumulate as an asset of your business to be paid back to you. This money can be borrowed against.

5. Include risk reduction measures. This runs the gamut from, fire alarms and sprinklers, proper lighting, employee safety training, owning a safe, warning customers of wet floors or product use hazards, theft prevention measures, having a disaster plan, providing protective clothing, to anything else you can imagine.

6. Transfer risk to someone else. Suppliers or customers may agree to indemnify you (they purchase insurance on your behalf). Engage independent contractors. Lease employees from other companies. Before doing any of these you should first consult with your insurer to assess the situation as well as ask for proof of their policies.

7. Self insure. Don't buy insurance. You maintain a cash fund large enough to cover losses or liabilities. This is generally not wise. You should only do this for the low priority items on your insurance list. 

8. Bonds. Bonding your employees means the bonding company reimburses you for losses due to employee embezzlement and theft.

Last, consider the amount of coverage. Don't buy too much or too little. For instance, buildings burn but land doesn't. Also consider replacement cost versus the current value of your property.

