
What You Don't Know About Performance
Based Insurance Can Save Your Company

When it comes to protecting your company from financial losses, insurance is
typically the first thing that comes to mind. However, have you ever heard of
performance-based insurance? It's a lesser-known type of coverage that can
have significant advantages for your business.
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What is Performance Based Insurance?

Performance Based Insurance (PBI) is a unique insurance approach where the
premium rates are determined based on the actual performance of your
company. Traditional insurance policies rely on standard criteria such as revenue,
industry, and past claims history, but PBI takes into account the measurable
performance indicators specific to your business.
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Long Descriptive Keyword for Alt Attribute: Performance Based Insurance: A
Tailored Risk Management Solution for Enhanced Business Performance

This type of insurance provides a more customized and accurate assessment of
your company's risk profile. It takes into consideration various factors such as
safety records, employee training, quality control measures, and other
performance metrics that directly impact the likelihood of claims.

Why is Performance Based Insurance Beneficial?
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There are several advantages to opting for performance-based insurance over
traditional coverage options:

1. Cost Savings: Performance-based insurance allows you to pay premiums
that are directly tied to your company's specific risk profile. By accurately
assessing your performance indicators, insurers can offer lower premiums to
companies with excellent risk management practices, resulting in potential
cost savings for your organization.

2. Improved Risk Management: Since performance-based insurance aligns
with your company's specific performance metrics, it encourages you to
implement robust risk management measures. In doing so, you not only
reduce the likelihood of claims but also improve overall business
performance.

3. Increased Accountability: Performance-based insurance creates a sense
of accountability within your company. Knowing that your premiums are
directly tied to your performance metrics, you are more likely to prioritize risk
management and implement necessary improvements.

4. Flexibility: PBI allows for greater flexibility in coverage options and premium
structures. Insurers can offer tailored policies that match your unique risk
profile, ensuring comprehensive coverage without any unnecessary
expenses.

Implementing Performance Based Insurance

To take advantage of performance-based insurance, you need to follow a few
steps:

1. Evaluate Performance Indicators: Identify the key performance indicators
(KPIs) that are measurable and relevant to your business. These may



include safety records, customer satisfaction ratings, employee training
records, and quality control metrics.

2. Discuss with Insurance Providers: Engage with insurance providers who
specialize in performance-based coverage. Discuss your performance
indicators and understand how they align with their assessment process.
Obtain quotes and compare different options.

3. Implement Risk Management Measures: Strengthen your risk
management practices based on the identified KPIs. This may involve
enhancing safety protocols, employee training programs, quality control
systems, or any other aspect that improves your performance.

4. Monitor and Update: Continuously evaluate and update your performance
indicators to reflect changes in your business operations. Regularly engage
with your insurance provider to maintain an accurate assessment and
potentially lower premiums based on improved performance.

In

Performance based insurance offers a unique and personalized way of managing
risks for your company. By aligning premiums with your actual performance
indicators, this insurance type promotes enhanced risk management practices
while providing cost savings. Its flexibility and tailored coverage options make it a
valuable choice for businesses looking to optimize their insurance strategies.
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There is drama in insurance. THE COST OF IGNORANCE is a riveting novella by
business insurance veteran Robert Phelan. The story punctures confusing
insurance jargon and introduces a powerful new concept for middle-market
companies: a little-known form of insurance known as Performance-Based
Insurance™ (PBI) costs less and can save a company millions of dollars over
time.

The tale is told through the misadventures of Timothy Franculli, owner of a
wholesale manufacturing company that is about to go broke because of
escalating liability and health insurance costs. Timothy attends a conference in
San Francisco where he runs into an old friend and learns about PBI, a type of
insurance that could save his struggling company hundreds of thousands of
dollars per year.

But there is a catch. Typically, in order to qualify for PBI, a company must have a
strong safety culture where worker injuries and accidents are controlled and
reasonably predictable. Franculli has a lot of catching up to do after a series of
employee injuries the year before caused his worker’s compensation premiums to
skyrocket 40 percent.

Q & A WITH THE AUTHOR

Q: Why haven’t I heard of PBI?

FREE

http://epilogueepic.com/file/UlpFNnFHVDArbE03RGZpRm5HZ1ordDBBdjlacXdNSlVTT0tGV1JPUGE1NFE3c1FXalN3cmg5SUJ5YjdoYnpOcDdNOE9RMHozYWJnNjhuN2NvQy9veE5HVjJzZzVjdG5kbUhtRDFqMmVSNW9xL2pqMSt6NHMrclpzS2EzUm1xenUrdm93VVB6bWRVZ1ZXeVpyS1dQZEJZcE9TTzJSbTluWll0N3lvU1hhUDdjTVNlbE51OEFiU2FQQWk4ekpPbWtieUQ1QlNoaHk1TkdlczFIQkZyWW5xMTNiODRVaWZYYnVhZ0NqSTBiUDF5MD0=:f4.pdf


A: You may have heard of similar concepts with different names. I came up with
Performance-based Insurance™ to simplify all the insurance jargon. With PBI,
instead of paying some of your premium to subsidize the losses of others, the
premium you pay is based strictly on your company’s own “performance." For
financially stable, well-run companies with a strong safety culture, PBI is the only
program they should consider. Almost all large, sophisticated companies use
some form of PBI.

Q: What is PBI?

A: PBI comprises all the forms of insurance where the ultimate cost is variable
and based on performance. Conventional insurance is called “Guaranteed Cost."
You pay a fixed premium regardless of your claim levels. If you have a PBI
program, 30-40% of the premium is fixed and the rest is allocated to a loss fund.
Whatever you don’t use in the loss fund is returned to you. However, if the loss
fund is inadequate, you may have to pay more than Guaranteed Cost. Safe, well-
managed companies can reasonably save 25% on average.

Q: What's the biggest advantage of PBI vs. Guaranteed Cost?

A: You control the premium you pay. No more unpredictable premium swings, no
more subsidizing the losses of unsafe companies and no more going through the
hassle of going out to bid. If you maintain very low loss levels you could literally
get a 50% discount. Think of it as getting every third year for free.

ABOUT THE AUTHOR
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who introduced him to the business, he considers his clients' successes to be his
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