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AS BUSINESS OWNERS KNOW, the future is 

unpredictable; it’s the “unknowable” events 

that keep them up at night. But that’s why 

insurance was invented—to protect against possible eventu-

alities. For businesses, insurance protects them from liability 

claims, from damage to assets, buildings and equipment, and 

from acts of God. Having correct and complete coverage takes 

some research and guidance from a professional. But having 

the right insurance in place when disaster strikes is priceless.

What do I need? 
The range of types of insurance is broad, which is why pro-

fessional guidance is needed: A professional can guide a 

company to the specific needs of that company’s line of 

business. However, there is basic insurance coverage that 

every company should have to be properly covered, including: 

• General—This is coverage for liability to third parties

• Property—First-party coverage is needed for buildings 

and equipment

• Automobile—Liability coverage protects against prob-

lems arising from the use of vehicles in the business. 

These vehicles might be “owned” by the company, hired 

or rented by the company or “non-owned,” which gen-

erally refers to cars and trucks owned by employees, 

but used in the conduct of the business.

BY DOUG 
RIEDER

INSURANCE  
and why it matters



15CAST POLYMER CONNECTION | FALL 2018

• Workers compensation—No-fault insurance is re-

quired by state law to protect employees from work-

place injuries. This covers the medical costs associ-

ated with workplace injuries and lost income of an 

employee as prescribed by law. This is the “in-

demnity” portion of a claim—the employee is 

indemnified for lost wages while injured 

and unable to work.

• Umbrella/excess liability—This pro-

vides higher limits for the previously 

mentioned types of coverage.

There also are many coverages to be considered for spe-

cific exposures, such as cyber (computer network expo-

sures), crime and employee dishonesty, and directors and 

officers liability. 

Some core coverages applicable to companies in solid 

surface manufacturing should definitely include: 

• Business interruption—This covers the loss of income 

when a company can’t run its manufacturing business 

because of property damage.

• Manufacturers selling price insurance—This is pro-

tection for finished goods that have yet to be sold.

• Product recall insurance—Such insurance covers ex-

penses associated with recall of a product.

• Manufacturing errors and omissions insurance—This 

is protection against a manufacturing mistake or neg-

ligent service that results in a third-party financial loss 

(but does not result in bodily injury or property damage).

Many manufacturers choose to purchase a business 

owner policy (BOP), which is a package of coverages for 

buildings and contents owned by the company as well as 

coverage for general liability exposure of the company. These 

policies typically include a number of ancillary enhance-

ments that otherwise would have to be purchased sepa-

rately including: 

• Property insurance—This covers direct loss to prop-

erty and equipment because of typical property expo-

sures (such as fire, windstorm, theft, vandalism, etc.)

• Business interruption insurance—Such insurance 

covers loss of income resulting from a fire or other 

catastrophe that disrupts business operation. It also 

often includes the expense of operating out of a tem-

porary location.

• Liability protection—This covers a company’s legal re-

sponsibility for the harm it may cause to others. This 

harm can result from something the owner or employ-

ees have done in business operations that caused bodily 

injury or property damage because of defective prod-

ucts, faulty installation or errors in providing services. 

BOPs do not cover professional liability, auto insurance, 

worker’s compensation or health and disability insurance. 

Examples of ancillary coverages for BOPs are sublimits for 

employment practices liabilities (discrimination, wrongful 

termination, etc.), crime (loss from employee theft) and au-

tomatic coverage for newly acquired property. 

How much is enough?
Businesses of different types will operate within a certain 

band of insurance costs. The type of business, the exposure 

to loss and the actual loss experience of a particular com-

pany will dictate where a company falls within that band. 

For example, a hair salon generally pays very little for its 

liability insurance because injuries are mainly exposure to 

falls. But a manufacturer of power tools or heavy equipment 

would have a high potential for bodily injury and would pay 

more for its liability coverage. A company’s operating and 

safety procedures also will impact where a program will fall 

within the cost band. 

The actual amount of insurance (the limits) businesses 

should have depends on the level of sales the business gen-

erates, what sort of capital investment is tied up in the 

business, the company’s tolerance for risk and other factors. 

There is not a simple formula to determine what level of 

insurance is needed, but generally, considerations include 

the size of the business, the nature of exposure, the limits 

of umbrella coverage purchased and risk tolerance of the 

insured. These are all factored into a coverage proposal. 

Within our practice, most small businesses we work with 

purchase umbrella limits of $5-15 million in excess of their 

$1 million primary limit. 

How to protect equipment
Any manufacturing business has a large investment in equip-

ment. Different types of insurance best protect that invest-

ment, depending on equipment use and mobility. Equipment 

is protected by property policies that can be easily tailored to 

meet the needs of manufacturers. If the equipment moves, 

it is typically covered by an inland marine policy (a form of 

property policy) that is designed for mobile equipment. 

Permanently installed equipment is generally insured by 

property insurance. Owners can also purchase insurance for 

a breakdown of equipment that results in the loss of revenue, 

especially if the equipment is very specialized and has a long 
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lead time for parts or repairs. This area is a big risk exposure 

for manufacturers so it should be seriously considered.

A 101 lesson on purchasing
It is important to have a broker or agent familiar with the 

type of business to assist a specific company with the in-

surance purchase so that an insurance program can be 

structured for the best fit with company needs. Often, the 

multiple needs of small to medium-sized businesses can 

be provided by one carrier. These businesses might carry 

property, liability, auto, workers compensation and umbrel-

las with other ancillary or specialty coverages provided by 

carriers specializing in these types of policies. 

As the owner and purchaser of insurance coverage, a 

person has a right to know the stability of the company 

insuring the business. Several credit rating agencies can 

help, including Standard & Poor’s, Moody’s and A.M. Best. A 

broker should disclose the ratings of the carriers they pro-

pose. If they don’t, the owner and purchasers of the coverage 

should demand that information. Each state also regulates 

the insurance carriers doing business in their state. These 

controls help to provide assurance that carriers will act in a 

reasonable and prudent fashion to ensure they have assets 

available to honor claims should they come due. 

Managing cost
Businesses try to implement as many best practices as are 

practical for their particular companies. In regards to insur-

ance, they should measure and focus on improving things 

susceptible to loss. For those who don’t know what these are, 

start with the industry association or with an existing agent 

or carrier. Many carriers have online resources specific to 

industries that can be helpful. 

Companies should take the opportunity to meet with 

their carrier’s loss control engineers as frequently as possi-

ble. There are many such services for hire that can be put 

on retainer or paid hourly. These can audit facilities and 

processes and make helpful suggestions as to what best 

practices can help eliminate or minimize the chances for 

loss and thereby decrease cost of insurance.

A buyer of insurance products needs to make the market 

work for them by using a qualified agent or broker to assist 

with marketing and placement of the insurance program 

(all the policies for that company). Presentation of the busi-

ness by the agent or broker to the insurance carriers in the 

market place in a professional manner with emphasis on 

the best practices employed at the business is vital as is a 

desire on the part of the business to partner with a particu-

lar carrier. Ideally, an insured should meet with any carriers 

prior to quoting to send this message personally and inquire 

of the agent what their process is so that they are com-

fortable with the whole procedure. Often, supplemental or 

industry-specific applications may be needed. These should 

be prepared thoroughly and early in the process of seeking 

coverage so that as much detailed information about the 

business can be presented as possible. 

Insurance is complicated for anyone. For owners of man-

ufacturing firms, the worst scenario is discovering too late 

that the best coverage was not in place when an incident 

occurred. It is important to be in frequent contact with a 

broker as the company adds additional equipment or lines of 

manufacturing. Such open lines of communication are the 

best line of defense against not being prepared. n
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Additional Resources:
www.entrepreneur.com/article/241026
www.trustedchoice.com/business-insurance/industry-types/man-
ufacturers
www.coverwallet.com/industry/manufacturing 
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