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Business Insurance Basics for Artists

On a daily basis, the Craft Emergency Relief Fund
receives requests from craft artists throughout the country
for information and financial assistance in the wake of
emergencies that jeopardize their livelihoods. Too often,
these fires, natural disasters, accidents, life-threatening
illnesses, and thefts leave professional craft artists on the
brink of ruin because they have not properly protected
themselves with business insurance.

While there may be no way to prevent an emergency from
taking a toll on your business, the damage can be
minimized with appropriate business insurance. Many craft
artists have considered business insurance but have
dismissed it as either an unaffordable or a frivolous
expense. But as Christina and Michael Adcock, owners of
Leaves of Grass in Santa Barbara, California, can attest, it
is not. In 2002, they lost all of their equipment, materials,
tools and inventory in a fire that consumed their studio.
They were unable to work for the three months it took for
their studio to be rebuilt. Fortunately, they were covered
by insurance.

"As craftspeople, we tend to have limited financial
resources,” Christina relates. "When paying monthly bills,
I used to resent all the money we paid for insurance. I now
understand the importance of the precaution. Without
insurance, I am fairly certain our small business could not
have sustained a loss like this" I looked up our business
insurance expenditures prior to the fire and was surprised
to see that we had spent a little over $300 for the insurance
that saved our business." Their losses totaled over $65,000.

This paper is written to educate uninsured craft artists
about the world of small business insurance and to help
you navigate the insurance industry to get the protection
that you and your business deserve. If you already have
business insurance, we hope that this paper will help you
assess that coverage. While many feel that insurance is an
inscrutable industry — a world of fine print and technical
jargon — and one that rejects our claims or cancels our
coverage after we make the tiniest claim, it is actually an
industry that provides protection for our businesses. Be
assured that most agents and brokers are working in your
best interest and will provide you with honest service and
reliable representation, fair prices and reasonable
responses to claims. That's more than half the battle.

Risk Management

Risk management is critical to running your business
safely and responsibly. It involves lessening your exposure
to risk by employing safety precautions particular to your
business while securing protection against catastrophe
through adequate insurance coverage. It's taking the
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offensive rather than wishing you had put something in
place after the disaster strikes. We all have a strong desire
to preserve what we have. If you want to protect your
studio equipment and materials as well as your ability to
earn an income, you need to have a risk management plan
and business owner's policy in place.

Safety Precautions

Having proper insurance coverage for your business
doesn’t lessen the importance of having safety precautions
in place to reduce the likelihood of a loss and the size of a
loss, if one should occur. A complete review of the subject
is beyond the scope of this paper, but below is a list of
risks that craft art businesses are commonly exposed to. A
complete risk management plan includes taking all
reasonable steps to reduce the potential loss from these
risks, whether at your studio, in transit, or on location.

e Personal injury (self, employees and customers)

e Property (structure, inventory, tools, supplies, records,
etc.) loss from fire or natural disaster

o Theft

Another vital precautionary step to take for your risk
management plan is to have up-to-date records of you
assets stored off-site. If you do experience a property loss,
these records, along with a visual and written record of
losses, will prove invaluable. Records usually include
photos, videos, recent backups of computer files and
copies of important documents.

Business Insurance

Acquiring affordable business owner’s insurance that
adequately covers your biggest potential risks is a process
that takes some time and effort on your part, but the
resulting security is worth it. Business insurance includes a
diverse set of over a hundred coverage components while
other types of insurance involve only a few. Auto
insurance, for instance, only has five coverage
components. This means that for proper coverage, each
business requires a customized approach to analyzing its
insurance needs. It’s a smorgasbord as opposed to a
vending machine!

Steps in Getting Coverage

PREPARE A BUSINESS “COMMENTARY”

To help your insurance agent understand your business,
prepare a one to two page description of your background,
experience and scope of operations. The agent will use this
information to weed out underwriters who have little
interest in your type of business.

Business Insurance Basics for Artists



IDENTIFY EXPOSURES

The insurance agent can help with this, but if you have
done a thorough job with safety precautions (see above),
then you have a good idea of what risks your business is
exposed to. Make a list of these risks, whether or not they
are insurable, from most serious to least.

COMMON SPECIFICATIONS PREPARED BY
AGENT

Armed with relevant knowledge of your business from the
above steps and knowledge of the insurance industry, your
agent will organize specifications for quotation and
identify desired options. These specifications are
transcribed into insurance policy applications.

WEIGH THE MERITS OF QUOTES GATHERED

Ideally, your agent will list each suggested coverage,
including its particular cost factor, in order of the
catastrophic potential that risk represents to the business.
This way, you can make educated decisions about adding
to or cutting back coverage to achieve the best cost/benefit
balance.

Types of Business Insurance Coverage
BUSINESS PERSONAL PROPERTY COVERAGE

e Building — Covers the physical structure of your
studio.

o Business Personal Property — Covers the contents of
your studio such as tools, equipment, raw materials,
inventory in progress, finished products, valuable papers
and records, and electronic data processing.

¢ Business Interruption — Covers the loss of business
income incurred during the period of time your studio is
closed due to an emergency.

e Inland Marine — Covers your work while in transit to
shows or elsewhere. This can cover your work, booth,
shelves, display cases, and so on.

e Personal Property of Others — Coverage for those who
work on other people's property in their own studio.

GENERAL LIABILITY COVERAGE

o Liability — Liability insurance protects you if someone
is injured while on your property or if your property
causes damage to others.

e Umbrella — Protects beyond liability coverage, kicks in
when all other liability coverage is exhausted, usually in
increments of $1 million.

OTHER COVERAGE

Keep in mind that basic business insurance policies cover
risks to property like fire, lightning, explosion, windstorm
or hail, smoke, riot, theft, water damage, vandalism,
weight of snow, and so on. It may be called "all-risk"
coverage, but will most likely have exclusions. Often times
flood, earthquake and acts of terrorism are not covered in a
standard insurance package so if you feel at risk for these,
you may want to investigate additional coverage.
Understand what the exclusions in your policy are. Also
know the amount or limit of coverage (e.g., up to $25,000
for studio contents, $25,000 for work off-premise, in-
transit, etc.) and make sure you get as much protection as
you need.
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o Extended Business Income — Extends payment for
losses of business income beyond Business Interruption
coverage time limits.

o Extra Expense — Pays for re-location of your studio, if
necessary, due to a significant loss.

e Employee Dishonesty — Covers losses due to dishonest
acts of employees.

e Product Liability — Covers you in the event your
product injures someone.

The Cost of Doing Business

The cost of business insurance is not prohibitive; however,
replacing your studio and not being able to work are.
CEREF has seen too many businesses unable to bounce
back after an uninsured emergency. Remind yourself that
having good coverage is one of the costs of doing business
and part of your responsibility to yourself, your business
and others who depend on you. The rates for coverage will
vary depending on where you live and which underwriter
you work with. A basic business owner’s policy will cost
between $400-$1,000 annually. Of course, every business
is unique and yours may require special coverage, which
can raise the overall cost.

Things to Watch Out For

e Proper protection — Don't be under-insured. If you can't
afford complete coverage, purchasing some insurance is
better than having none. Do avoid unnecessary
coverage.

e If yourent — Too often we hear from craft artists who
didn't have business insurance because they thought
they'd be covered under their landlord's policy.
WRONG! The landlord's building is covered under
his/her policy, but not your equipment, tools and
inventory.

¢ In-home studios — Homeowners policies provide little
(typically $2,500 for business equipment) or no
coverage for business related assets. You may be able to
add endorsements to your homeowners policy, but for
adequate coverage most in-home craft art business need
a separate business insurance policy.

o Gaps in coverage — Make sure you understand the
scope of your coverage. If there are known gaps due to
cost, understand what they are and make an alternate
plan.

e High deductibles — Be careful not to be tempted into
purchasing a policy with a high deductible in an attempt
to keep costs low. Can you really afford to pay a
$10,000 deductible if something occurs?

o Exclusions — Know what they are and don't be afraid to
ask questions!

e Quotes — Shop around and get at least three quotes;
rates vary widely.

o Stability of the insurance carrier — It’s a good idea to
check the financial stability of the insurance company
before signing up for the policy. Independent agencies,
such as A. M. Best and Standard & Poor’s provide free
basic rating reports on insurance companies as well as
complete reports at a cost. There is more information on
these rating services in Resources.
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e Good corporate citizen — Is your current or potential
insurance carrier a good company to work with, or even
licensed in your state? United Policyholders, FBIC and
your state insurance commission’s office can help
answer these questions. Details found in Resources.

e Claims — Ask your insurance representative if any
claims have been made on the type of insurance they're
offering and what turn-around time you would expect in
the event of a claim. If no claims have been made or
you feel service is unreasonable, choose a different
company with which to work.

Finding an Insurance Representative
Finding a good agent or broker should be relatively easy if
you ask friends and/or colleagues whom they use. Make
sure to choose a representative you feel comfortable
working with, someone who is communicative and
responsive to your needs. You may decide to work with an
agent who represents a specific company or companies, or
go with a broker who independently and directly
represents you to the marketplace. Brokers may offer a
broader range of coverage options because they represent
you and not the insurance company, but either choice is
fine. Just be sure your representative understands your
insurance needs and helps you to design a package that
provides the coverage appropriate to your situation. It's
okay to be wary of insurance salespeople. A healthy dose
of skepticism means you'll use good judgment when
making your decision about who to work with and what
coverage you're going to choose.

Summary

Only a third of craft artists assisted by CERF have
business insurance. The cost of not having business
insurance or having inadequate insurance can be
devastating to any business.

We think it is vital that all craft artists take steps to reduce
the chance of loss and acquire adequate business
insurance. The cost of business insurance may be less than
you think, and when approached with thoroughness and a
proactive insurance agent, you will be sure to be getting
the most complete and appropriate coverage for the
money.

At CERF, we know that if every professional craft artist in
the country took the steps outlined in this paper there
would still be need for our emergency relief services, but
we also know each dollar of assistance would go further.
Please contact CERF if you need more assistance with
your risk management plan.

Resources

The following resources are provided by CERF as a
service to craft artists in search of additional information
on business insurance coverage specific to their unique
needs. CERF does not endorse any products offered by
these companies.

Organizations and Publications

CRAFT EMERGENCY RELIEF FUND (CERF)

PO Box 838
Montpelier, VT 05601
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Phone: 802-229-2306

E-mail: info@craftemergency.org
www.craftemergency.org

CERF offers grants, interest-free loans and other services
to professional craft artists facing career-threatening
emergencies, as well as risk management and business
development resources to craft artists nationwide. CERF’s
website includes many useful resource links including
those for business insurance. Just click on Resources on
the home page.

CERF ONLINE FORUM ON BUSINESS
INSURANCE

Craft Emergency Relief Fund (CERF)
www.furnituresociety.org

CERF and the Furniture Society co-hosted an online forum
on insurance in 2003 with insurance experts. The forum,
titled “Business Insurance” is located in the Studio
Furniture section the Furniture Society’s online forums.

A. M. BEST COMPANY, INC.
Ambest Road

Oldwick, NJ 08858

Phone: 908-439-2200

E-mail: customer_service@ambest.com
www.ambest.com

A. M. Best Company does independent ratings of
insurance companies. Register with them to access the
financial stability ratings for your current or potential
insurance carrier.

ARTIST HELP NETWORK

E-mail: infol @artisthelpnetwork.com
www.artisthelpnetwork.com

Artist Help Network offers a list of national organizations
as well as agencies that offer studio insurance.

THE CRAFTS REPORT

Business Insurance Resources

P.O. Box 1992

Wilmington, DE 19899

Phone: 800-777-7098

www.craftsreport.com

The Crafts Report’s website includes links to property and
liability insurance resources.

FIGHT BAD-FAITH INSURANCE COMPANIES
(FBIC)

E-mail: MyBadFaithStory@badfaithinsurance.org
www.badfaithinsurance.org

FBIC compiles ratings from state insurance agencies and
from individuals who have made insurance claims to
establish good and bad faith ratings for insurance
companies.

INSURANCE INFORMATION INSTITUTE
110 William Street

New York, NY 10038

Phone: 212-346-5500

www.iil.org

This site offers descriptions of business insurance
coverages.
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STANDARD & POOR'S

55 Water Street

New York, NY 10041

Phone: 212-438-1000

E-mail: questions@standardandpoors.com
www.standardandpoors.com

Standard & Poor's does independent ratings of insurance
companies. Register with them to access the financial
stability ratings for your current or potential insurance
carrier.

STATE INSURANCE DEPARTMENT LISTING
National Association of Insurance Commissioners
2301 McGee Street Suite 800

Kansas City, MO 64108-2662

Phone: 816-842-3600

Www.naic.org

Through the office of the insurance commissioner in your
state you can find out if an insurance company is licensed
to do business in your state. Some states also maintain and
publish complaint rankings for insurance companies doing
business in their state.

UNITED POLICYHOLDERS

110 Pacific Avenue, PMB 262

San Francisco, CA 94111

Phone: 510-763-9740

E-mail: info@unitedpolicyholders.org
www.unitedpolicyholders.org

United Policyholders is a non-profit organization dedicated
to educating the public on insurance issues and consumer
rights. The site includes extensive information on filing
insurance claims.

Business Insurance Sources

AMERICAN CRAFT COUNCIL (ACC)

72 Spring St.

New York, NY 10012

Phone: 212-274-0630

E-mail: council@craftcouncil.org
www.craftcouncil.org

American Craft Council provides a discounted property
and casualty insurance program (excludes furniture
makers) for its professional members.

BENCHMARK INSURANCE

P.O. Box 2700

Westerville, OH 43086-2700

Phone: 614-891-7791

E-mail: insurance@benchmarkinsurance.com
www.benchmarkinsurance.com

Benchmark Insurance has available business insurance
designed for the craft artist. Available in IL, IN, MI, OH,
and PA.

CHICAGO ARTISTS' COALITION

11 East Hubbard Street, 7th Floor
Chicago, IL 60611

Phone: 312-670-2060

Email: cacinc@caconline.com
www.caconline.org

Offers studio insurance to members.
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CRAFTSMAN POLICY

Jewelers Mutual Insurance Company

P.O. Box 468

Neenah, WI 54957-0468

Phone: 800-558-6411

E-mail: marketing@jminsure.com
www.jewelersmutual.com

Property and liability insurance specifically for jewelers.

CRAFTSMAN PROTECTION PLAN

Association and Society Insurance

PO Box 2150

Rockville, MD 20852

Phone: 301-816-0045, 800-638-2610, ext. 103

E-mail: custsvc@asicorporation.com
www.asicorporation.com

The Craftsman Protection Plan offers property and liability
coverage for artworks, raw materials, supplies, tools,
equipment, home, studio, exhibition, and in-transit.

FLATHER & PERKINS

888 17th Street, NW Suite 508

Washington, DC 20006

Phone: 800-422-8889

E-mail: ann@flatherperkins.net
www.flatherperkins.net

Offers product and liability insurance plans that are
applicable to the craft artist

THE HARTFORD BUSINESS INSURANCE

The Hartford Financial Services Group, Inc.
Hartford Plaza, 690 Asylum Avenue

Hartford, CT 06115

Phone: 860-547-5000

http://www.thehartford.com

Small business and home-based business insurance

JOHN BUTTINE INSURANCE

125 Park Avenue, Third Floor

New York, NY 10017

Phone: 800-964-4454

E-mail: info@buttine.com

www.buttine.com

Provides general liability and property insurance coverage
on a per-show basis.

THE MANAGING AGENCY GROUP

10 State House Square

Hartford, CT 06103

Mari Pattavina, 800-274-6364 x417
www.mag-hrh.com

RLI INSURANCE COMPANY

9025 North Lindbergh Drive

Peoria, IL 61615-1499

Phone: 866-741-6560

E-mail: Ashley Bustinza@rlicorp.com

www.rlicorp.com

RLI Insurance Company writes insurance for in-home
businesses, including many types of craft media (excludes
furniture makers).
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