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Insurance. What is it? At its essence, insurance provides protection against material loss, helping to manage risk by spreading it
among several parties. In some cases, insurance can also be
thought of as an investment or as a means to help cover estate
taxes and expenses.
Defining risk. Simply put, risk is the possibility of something bad
happening. For insurance purposes, risk is the possibility of something bad happening caused by outside forces that may be mitigated through pre-emptive action. There are several types of insurance that cover various kinds of risk.
We talk about it, we complain about it, we purchase it, and we’re
glad we have it when we need it ... But is an insurance policy always necessary? In this article, we will explore types of policies
available, questions to ask yourself to evaluate your risk and
needs, policy discounts and current insurance trends to help you
better understand your options. Should you love it or leave it?

TYPES OF POLICIES Most of us are familiar with the basic policies – property and casualty (home, auto, valuables), life and accident, health and wellness; but there are other policies available
you should be aware of depending on your needs and circumstances.
For the individual, there are policies that:
• Deal with security, such as family protection, kidnap and ransom, identity theft, fraud and cybersecurity;
• Cover travel risks (lost baggage, cancellations, medical needs,
evacuation, etc.);
• Protect against the uninsured, such as uninsured motorists;
• Protect specific things, such as collector cars, mold remediation, equipment breakdown, renter’s coverage, or long-term
care.
For the business owner, policies are available that cover:
• The business (the building, the product, inventory, liability);
• The employer (directors and officers, errors and omissions,
employment practices liability);
• The employees (worker’s compensation, short and long term
disability, life insurance, health, accidental death and dismemberment).

EVALUATING YOUR COVERAGE If you currently have insurance coverage, you are keenly aware that insurance policies cost
money and those costs are reflected in the premium. Have you
ever looked at your insurance bills and asked yourself, “For this
amount of money, why can’t I just pay for the damage myself if I
have a loss? Do I need to purchase an insurance policy or should I
consider self-insuring?” For those considering self-insurance, here
are some questions to ask yourself before deciding:
• How comfortable am I with taking on risk?
• Can I absorb the cost or set aside money to pay for unexpected losses? Weigh the risk of a loss vs. what it would cost
to fix: Walk yourself through a loss scenario to see how you
would fare if you are insured or not insured.
• Is insurance required? Do I live in a state that requires auto
insurance? Does my lender require homeowner or flood insurance?
• Are there consumer protections available to me or will the
loss be my responsibility completely?
Answering these questions can give you a good idea about whether or not self-insurance is right for you. In addition, evaluating the
expense level of a loss and how often you expect it to happen may
also help you to decide:
• For frequent inexpensive losses, consider self-insuring and
budgeting for possible losses.
• For frequent expensive losses, purchase an insurance and
remember that an insurance policy may be required.
• For infrequent expensive losses, particularly those that may
be due to high risk situations, purchase a policy.
• For infrequent inexpensive losses, self-insure.
For those not wanting to self-insure, there are still steps you can
take to ensure the coverage and cost are right for you. These include:
• Upon purchasing an insurance policy, consider the premium
(is it reasonable?), policy limits (does it have the coverage
and limits you want?) and deductible (can you afford to pay it
in the event of a loss?). Review and adjust these elements to
fit your needs.
• Lowering your risk of loss by fixing, eliminating or decreasing

the hazard. This may reduce the amount of coverage you
need and lower the premium.

POLICY DISCOUNTS Premiums continue to increase due to a
variety of factors – weather, number of claims, location risk, value
of the item to be insured, insurance company ratings, etc. To offset these increases, be sure as a policyholder you are aware of the
discounts that may be available. These can include:
Homeowner Discounts:
• Burglar

and fire alarm systems connected
to central monitoring stations
• Loss free history (no past claims)
• New house discount
• Temperature monitors: sound an alarm if
the temperature dips too low
• Sprinkler systems reduce the risk of fire
• Water flow alarms monitor the system for
possible leaks
• Water, gas shut-off valves shut the
systems down in the event of an
emergency (earthquake, fire, flood)
• Signal continuity to make sure the burglar
and fire alarm systems are always
connected
• Fire resistive materials that reduce the
danger of fire
• Building security such as a doorman,
monitoring system, alarm, fencing, etc.

Auto Discounts:
Anti-theft devices
• Daytime running lights
• Passive restraint seat
belts
• Anti-lock brakes
• Accident prevention
and defensive driving
courses
• Accident free history
• Low usage or low
mileage
• Green/hybrid vehicle
• Some companies even
offer “good student”
discounts
•

In addition, multi-policy, or “bundled,” discounts are frequently
available for insuring all policies with one company. Be sure to
discuss available discounts with your insurance broker or carrier
to ensure you are taking advantage of any applicable savings.

TRENDS The insurance world is constantly changing as insurance
companies try to keep up with the latest market needs. As a consumer and a policyholder, here are some trends that bear watching:
• Increasing use of technology: Insurance companies now offer
e-policies, e-bills and 24/7 claims service. For the policyholder this means easy and instant access to policies and insurance company services; for the insurance company these
changes improve operational efficiencies and reduce costs.
• Competitive market:
 As the insurance market becomes more competitive,
companies continue to revise their policies and add specialized coverage for their policyholders (think selfdriving vehicles or cybersecurity protection).
 Companies offer topic-specific information to educate

•

•

the consumer about subjects such as flood insurance, on
-line bill-paying, how to file a claim, hurricane preparedness, wildfire mitigation and home appraisals.
Mergers and acquisitions: As insurance markets get more
competitive, company mergers are paring down the competition. Five years ago there were five companies offering policies to high net worth clients; now there are only three.
Changing customer dynamics:
 Coverage demands are changing as home and auto ownership by younger generations continues to decrease.

TAKEAWAYS With the insurance landscape changing continuously, what can policyholders do to protect themselves?
• Know what your risks are.
• Do an insurance self-assessment and ask yourself what it
would cost to replace what you have.
• Once you know the cost to replace your possessions, will
your insurance coverage do that? Do you have the right coverage? Is there coverage you are missing? Will the policy pay
you what you think it will?
• Take advantage of policy discounts; make sure you are
getting the best rate.
• Review your policy to make sure the information is correct.
• Consider self-insurance.
To best protect yourself and your property, it is essential to know
what you have and what options are available to you. Whether
that means purchasing an insurance policy or self-insuring against
possible loss, losses will happen, and you want to be prepared.
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