INSURANCE TIPS FOR SMALL BUSINESS OWNERS

Owning your own business can be one of the most rewarding experiences of your life. However, according to a 2005 LIMRA survey, only 1 in 4 small-business owners has a sufficient succession and continuation plan in place. By not having a plan, small business owners are putting at risk the financial futures of their business partners, their employees and their own families. 

"Many people dream about owning their own business, but that dream can become a nightmare for your loved ones if that asset isn't protected financially," said David F. Woods, CLU, ChFC, president of the LIFE Foundation. "Every small business owner needs to ensure that he or she has adequate insurance coverage to protect their families, their business partners and key employees so that no matter what the future holds, their business can continue to provide for those who depend on it." 

To help small business owners understand their insurance options, the nonprofit LIFE Foundation offers the following five tips for putting in place a proper plan that will not only protect their business, but themselves and their families. As with any insurance decision, LIFE advises meeting with a professional insurance agent to discuss your individual needs and learn more.

Tip #1 – Obtain adequate life and disability insurance to cover all your assets. 
To jumpstart or help grow their business, many small business owners take out loans that are secured with personal assets. That’s why it’s important to protect your income and added financial responsibilities with enough life insurance. While you’re at it, don’t overlook the importance of disability insurance, which can provide income to you and your family if you were unable to work for an extended period of time. 

Tip #2 – Protect all of your business's overhead commitments 
If you were to become disabled and unable to work for a prolonged period of time, your whole business could collapse. Business overhead expense insurance is designed to cover the operating costs of running your business in the event that you can’t because of an illness or disability. 

Tip #3 – Have a plan in case your business partner becomes the only partner
If you have a partner or co-stockholder it is important to put a buy-sell agreement in place. This is an agreement between business partners to buy out each other’s share of the business in the event of one of their deaths where life insurance plays an essential role in providing the funds to make the purchase. Many small-business owners expect that their family members could take over, however loved ones often don’t have the skills or desire needed to pick up where you’ve left off. Disability buy-out insurance is a similar arrangement and provides money for company owners to purchase a disabled owner’s holdings in the company after a certain period of time. 

Tip #4 – Insure your right-hand man (or woman) 
If you have star employees who greatly contribute to your business’s bottom line, you should also consider purchasing key person life and/or disability insurance for them. Should anything happen to that employee, the death or disability benefit can help make up for lost sales or earnings and help cover the cost of finding and training a replacement. 

Tip #5– Take care of your employees, and they’ll take care of you
There are many benefits you can offer to attract and retain employees, ranging from health and life insurance to dental and vision insurance, or even voluntary options that enable employees to purchase or increase benefits themselves. What’s important is that you work with a qualified insurance professional who specializes in the employee benefits needs of small businesses

