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What is the #1 cause of E&O claims?
Inadequate Coverage!
The issue is not rocket science, nor brain surgery, and not even chemistry. The simplicity of the problem
makes for a really simple solu on: Sell the right coverages!
I suppose another solu on is to adver se you are incompetent so that your standard of care is nil. I am
never sure why so many agents are so taken aback when I suggest that if they do not want to sell the right
coverages, they should let prospects know they are incompetent. For some reason, they seem to think they
should not have to no fy prospects of their incompetence. In other words, they seem to want to be
perceived as professionals while ac ng incompetently.
What is the best solu on for selling the right coverages? Know your coverages. I ﬁnd people who know their
coverages sell more coverage. It is so much easier to sell a product/service you understand. For example, I
ﬁnd producers who have a good understanding of business income sell more business income. When I ask
producers who do not understand business income why they do not sell more business income coverage,
the most common response is they do not understand the coverage and/or how to help clients complete the
income es mate sheets. It is funny how knowing what you are doing is such a great aid to convincing clients
to purchase coverages they truly need.
Addi onally, when producers know coverages and the prospect/client foregoes purchasing a coverage they
most likely need, most producers ﬁnd it easier to push harder because they have the conﬁdence their
knowledge provides. This knowledge gives them the convic on to push. It is hard to have convic on without
knowing the coverage.
Furthermore, if an insured s ll does not buy the coverage, people that understand their coverages seem
be er prepared to discuss how the insured, in deciding to self-insure, should prepare themselves and their
balance sheets in the event of a claim.
If you want to minimize your E&O exposures, increase your sales, and be er protect your clients, learn your
coverages. Contact us today to learn about our unique Three Dimensional Training® program to help your
producers build their coverage knowledge!
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Are you young and driven to be a
true insurance professional?

I sat in a conference recently. In and of itself that was odd because usually I am a presenter rather than an
a endee. Another oddity is the conference was not an insurance conference but rather another profession. I
took away four major observa ons.
1. Because I was listening rather than teaching, I was reminded that as a speaker it is impera ve to
always put the audience ﬁrst. A speaker can easily fall in love with their own voice, however
uninten onally.
2. The conference was large with around 250 a endees. The conference was all about real educa on
too, not passive CE, so the quality of the a endees was higher than what I usually see at most
insurance conferences.
3. Few people less than 50 and almost no one less than 40 a ended.
4. I have excellent knowledge of the subjects being taught but only within a narrow band. The
audience's knowledge of the subjects was broad but shallow. It was in mida ng listening to the
audience's ques ons. They had so much knowledge about so many aspects while my knowledge is
limited to speciﬁc aspects, though my knowledge in those aspects is deep. Almost all the a endees
were nerds and mostly their egos did not get ahead of their abili es.
Based on these four points, if I was a driven young person, as I once was, I would vigorously a end the
highest quality professional conferences I could ﬁnd. I would ignore CE (you can get it for nothing and in no
me so spend me on a real educa on). Find conferences where the best people in the par cular insurance
ﬁeld you like a end. Do not a end the conferences, ini ally, where it is mostly big egos because you will not
learn the founda onal aspects of what you need to truly succeed.
Do not worry about asking stupid ques ons. Being young, even if the ques on is stupid, you get a free pass.
Ego s c older people do not expect you to know anything any way. Remember too that many older,
ego s c nerds absolutely love to help younger people. This is especially true if you can ﬁnd one to engage
outside of the conference. They can become a great mentor.
Rather than worry about your youth being a detriment, focus on how youth is an advantage. Youth is a huge
advantage, if and only if, you will put forth far more eﬀort than normal so you can be a true expert by 35 or
40. People that are 60 and see a 35 year old touted as an expert almost always scoﬀ because they've seen
many such younger "experts" come and go. But they generally have immense respect for someone that truly
earns the expert tle. Many will go to great lengths then to assist your career.
Focus on prac cal technical knowledge. This is diﬀerent from just prac cal and just technical. Using
coverages as an example, I know many people (young and old) that know their coverages inside and out but
can never apply that knowledge. Having knowledge and applying knowledge are two diﬀerent skills. On the
other hand, I know more than a few producers and maybe underwriters who have no real knowledge of
coverages but they sure can get the job done. Unfortunately, someone else always has to clean up the mess.
If your strength is on the technical and not the prac cal, learn the prac cal. If you are great in the ﬁeld but
weak on the technical, work on the technical. This is true whether you are in claims, ﬁnance, underwri ng,
sales, or whatever. Right now the industry is short of people with old-fashioned technical knowledge.
Understand that technical knowledge is not Googleable. Technical knowledge means having a deep
understanding of the subject, in context and contrast, and how it applies in the real world. This means true
thinking. Google does not think and I ﬁnd many young people confuse knowing where to ﬁnd facts and true
thinking. If you want to get ahead, build that deep knowledge within your brain so that you can use it to
think rather than thinking you can look something up and intui vely know how to apply it. The world does
not work that way in the professional environment.
The older genera on will leave the industry faster than high quality young people will advance so the
opportunity for young people who care, are driven and have strong work ethics is fantas c.
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Knowledge by Folklore
Credit must go to Bill Wilson at InsuranceCommentary for this great line, "Knowledge by Folklore." These
three words sum up, so perfectly, how coverage knowledge is transferred and how underwri ng rules are
learned.
The comedies and tragedies that result are protected by conﬁden ality agreements. Otherwise the Greek
comedies/tragedies would have serious challengers for the genre. I am not exaggera ng. Some of the stories
are so comedic and others ruin lives.
Here are some examples (and zero are ﬁc onal):
I do not need to read the form because I learned all about ISO forms at my CE class (the form wasn't
an ISO form).
Is XYZ covered under the homeowners form? (The producer did not iden fy which homeowners
form.)
"John" once told me the CGL form provided coverage for XYZ. Does it?
I ﬁgured the underwriter would include coverage a er the fact if a claim was actually incurred. I heard
they some mes did that.
Do you mean some forms provide that coverage and others do not?
How do I know what coverages are in a policy?
Aren't all auto policies the same? The compara ve rater does not tell me about any diﬀerences.
Are not all workers' compensa on policies and coverages the same regardless of the state?
Is it really important to know which state the employees are working? I was told it did not ma er.
The broker told me they would add liquor liability so I told my client they had it. Then the broker
decided to not add it and my friend at another brokerage told me that was okay.
You probably get the picture. Many readers are probably insis ng that I made these up but I did not. These
come from many sources including E&O audits following major E&O claims where the producer was
opera ng by folklore.
I know for a fact in many instances the problem is not just one of laziness and competence. I would argue
laziness and incompetence is usually the cause of opera ng by folklore, but not always. What I have learned
over me is some people have speciﬁc reading issues.
I am not a doctor but some people have disclosed diagnosed reading issues. They did not share speciﬁc
diagnoses but I suspect some may have dyslexia. For others the situa on may be more complex. For those
people, reading policies, understanding what they are reading, understanding the context and how in a real
claims situa on what those words really mean is a true struggle. Maybe they just dislike reading. Maybe
they are just not quite adequately intelligent. Maybe reading long insurance policies just is not something
they have the pa ence or ability to sit s ll long enough to do.
I can understand this. If this is the case, then as the employer or maybe it is yourself, how do you change the
learning environment to overcome these situa ons and avoid the fallback posi on of learning by folklore?
Changing the learning environment is absolutely the only solu on for those that are not lazy but si ng
down and reading is not a realis c solu on.
The answer varies by person. At my ﬁrm, we have developed a process for training on coverages that
changes the environment. It works well for many people. It will not work for everyone, especially if they
have a diagnosed reading disability because reading forms is absolutely essen al to providing the right
solu ons to your clients. But by changing the environments in which the forms are read can make all the
diﬀerence for many people.
For the lazy ones, what is the best solu on?
Ge ng rid of lazy employees rela ve to reading and understanding forms actually helps mo vate others to
improve their skills so some mes the new learning environment and elimina on of deadweight go hand in

hand. If the person who will not learn coverages is a really good producer, then maybe the solu on is to
create a team approach rather than allowing the producer to learn by folklore. The team approach can be an
extremely construc ve approach although it likely requires a reduc on of producer compensa on.
If you are interested in learning more about coverages and forms, I strongly recommend reading Bill Wilson's
new book, "When Words Collide." It is a book all serious students of coverages need to read, especially if
you want to put your clients' best interests at the forefront of coverage knowledge. If you are also interested
in diﬀerent learning environments and processes for your employees, please contact me.
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A New Business Income E&O Exposure
Business valua on associa ons are pushing valua on experts and related plain ﬀ a orneys to explore their
business opportuni es related to agents not providing the right or adequate business income coverages.
They have also iden ﬁed the opportunity to assist people whose BI claims have not been se led, in their
opinion, correctly and fairly. These business valua on experts are o en quite knowledgeable rela ve to
understanding how businesses make money and determining how much money a business is likely to make
in the future. This is their job. This is their profession. Frankly, they understand these factors far be er than
90% of insurance people I've met.
This inequality in knowledge and this new emphasis creates quite an E&O exposure. My sugges on to you is
to become far be er in your business income knowledge and ability to cra the right coverages and
numbers for your clients. In my E&O audits, a large majority of producers do not have adequate
conversa ons on this subject with clients because they do not know the coverage well enough to have the
discussion, so they skip it. They create E&O exposures by doing so and they leave money on the table as
well. In a sense, they are digging a grave.
I am uniquely qualiﬁed to assist your agency because of three cri cal factors no one else in the industry, to
my knowledge, possesses.
1. I am a Cer ﬁed Business Appraiser. This is a diﬃcult cer ﬁca on to obtain. Possessing this cer ﬁca on
is my cket, literally, into the mee ngs where the Plain ﬀ bar is presen ng. This is why I know what is
happening on the plain ﬀ side of the BI claims world.
2. I am a cer ﬁed E&O instructor and a cer ﬁed E&O auditor. I’m fairly certain no one else possess both
E&O cer ﬁca ons AND a CBA.
3. I have created a new, in depth, and original approach to teaching business income that, if followed, is
going to assist your agency in reducing E&O exposures while increasing sales and improving
rela onships with clients.
This is your opportunity to work with the most qualiﬁed en ty in the industry on this defense mechanism
which can be turned into a revenue producer. Or you can keep the E&O exposure. Contact me today to learn
how to take advantage of this unique opportunity.
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The Economic Theory of Mediocrity
I was having some work done and the man who I'd hired stated, "Mediocre work is the bane of this industry.
Consumers are too ignorant to know quality work. It is not that they are stupid. They simply do not have
enough experience to know quality work from mediocre work, un l it is too late."
This very intelligent tradesman, really a superb cra sman is a be er descrip on, summed up an economic
theory outlined in an ar cle by Carl Shapiro ("Consumer Informa on, Product Quality, and Seller

Reputa on," The Bell Journal of Economic, Vol. 13, No. 1 (Spring 1982), pp. 20-35.) In this ar cle, Mr. Shapiro
analyzed the markets where consumers are not perfectly informed about product quality.
This tradesman, who takes enormous pride in the quality of his work, for which he was rated the best in the
U.S. at one point, went on to say he once asked a well-known person in his same ﬁeld how in the world he
was able to complete so many jobs in any given month or year. The man stated, "Consumers do not know
the diﬀerence between your work and mine. If I can take short cuts and complete three mes more projects
than you, but price my work 25% less than yours, I get the advantage of a much higher proﬁt margin than
you (and higher than I deserve) plus I get the volume. The consumer never knows the diﬀerence because
they don’t know what the diﬀerences are."
Listening to this cra sman telling his story, I was thinking:
1. He really should be teaching a college level economics/marke ng class. He is well spoken and has real
world applica on.
2. He can determine, with some accuracy, the value of cu ng corners and taking advantage of
consumers.
3. His problem is my problem. His problem is all my insurance agency clients who really care about the
cra of providing clients with the right coverages and solu ons problem. It is the same everywhere.
His frustra on was boiling over and I can commiserate because I o en feel the same frustra on when I see
insurance agents hire other consultants who charge as if their product was quality, and it is not. The agents
do not know the diﬀerence because maybe they only purchase the service once or twice in their careers
making them easy targets for more conniving "consultants."
I never learned about Shapiro's analysis in college even though I took numerous economic courses. I did not
learn about it in my master’s program either (possibly a vic m of Shapiro's analysis here too?). I learned
about it in a book, Phishing for Phools, The Economics of Manipula on & Decep on, by the brilliant and
Nobel prize winning economists George Akerlof and Robert Shiller. I almost hate sharing this informa on
because there are readers that might use it to take further advantage of the true coverage experts.
In their book, they use Shapiro's analysis to describe how the public, governments, and other ﬁnancial
ins tu ons were taken advantage of by ﬁnancial ins tu ons that used/abused the ra ng companies. In their
book, they used the example of avocado farmers. Let's say that an avocado ra ng en ty exists.
Historically, they rated the quality of avocados as AAA, AA, A, BBB, BB, B, C. These six ra ngs from best to
worst. Most consumers can't tell the diﬀerence between a AAA, AA, A, and maybe a BBB avocado, but
historically, the avocado ra ng company did a pre y good job making the dis nc ons enabling avocado
farmers to charge more for the highest quality without taking advantage of consumers. (Think bonds,
securi es, deriva ves, insurance companies, etc.) Then this one farmer develops this new kind of avocado
that looks like an AAA old-fashioned avocado. It has the same feel, texture, and taste--at least at the
moment it is being graded. You see, the farmer ﬁgured out how to grow an AAA avocado that was an AAA
avocado within the small me frame he knew it would be graded. But since it did not last, it did not deserve
the ra ng. The ra ng companies only looked at it for one moment. They did not have the complex analy cal
tools to see they were being taken advantage of. The consumers couldn't tell the diﬀerence at the store
either so they relied on the ra ngs provided and since it is cheaper to grow avocados that don’t last, they
liked the high quality (they thought) with the lower price.
The corner cu ng farmer will then outsell the quality farmer causing the quality farmer to sell out or cut his
quality to compete, unless somehow he can convince consumers there is a diﬀerence (they can't easily see)
between his quality product and the mediocre product. As Shapiro described his analysis in 1982, this is
always going to be a problem in free markets. The sharks will take advantage of those who take pride in their
quality and consumers, all day, every day provided the consumer can’t tell the diﬀerence un l it is too late
(picture the credit crisis and purchase of horrible ﬁnancial products that were graded AAA because neither
the ra ng companies, much less the consumer--even those these were sophis cated consumers--could tell
the diﬀerence).

Shapiro's analysis is at the heart of my cra sman's frustra ons, and quality insurance peoples’ frustra ons
everywhere. How has this situa on developed in the insurance industry? Pre y much the same way it
develops everywhere. Where before trust played such a key role, trus ng rela onships have become less
important. To some extent this is a carrier-agency issue. Carriers used to truly care more about the quality of
their agents (at least some did). Not so many care about quality today unless it decreases their cost.
Predic ve modeling is one facet whereby trust is less important because predic ve modeling can, in theory,
address the advantages trust used to provide and do so more cheaply. Whether it does or does not is a moot
point because even if it fails, the horse will be long gone out of the barn, just like Shapiro's analysis predicts.
Corner cu ers and worse look for situa ons in which quality cannot be determined un l long a er the sale
is made.
This is why the authors tled their book, Phishing for Phools, The Economics of Manipula on and Decep on.
It is my posi on the insurance industry has always suﬀered reputa onal issues because the product is
complex, the consumers' ability to understand the complexi es are minimal, many sellers of insurance do
not understand the complexi es themselves, and quite a number of insurance sellers are willing to take
advantage of consumers. Unfortunately the P&C industry has always had those brilliant sellers advising
clients "You only need 80% coverage on your building" leading the consumer to believe that somehow,
someway, 80% = 100% and the price was cheaper. Shapiro's analysis in ac on because the consumer does
not understand 80% does not equal 100%. Can't be simpler than that.
Today though, we have a new level of marke ng genius within many new insurance companies and agencies
selling insurance that looks great to consumers upon purchase but is rather hollow, especially hollow if any
kind of crisis/catastrophe occurs. The coverages simply do not exist. Another model, some mes separate
and some mes related, is arguably the capital does not always exist but they have ﬁgured out how to get
their ra ngs without the public understanding the diﬀerence between shareholders providing the surplus
and the consumer providing the surplus themselves. The pressure is intense to decrease quality to
mediocre.
Another pressure point is all the acquisi ons that have occurred because with those debt loads, quality will
suﬀer and anecdotally, does suﬀer.
Truly only one solu on exists for those who want to maintain their quality and stay in business. That solu on
is complex. Beware of those selling simple solu ons (my bane of consul ng existence are others selling
simple consul ng solu ons to agents that just can’t tell the diﬀerence). In summary, the solu on must
entail:
Selling a trus ng rela onship in reality, not just adver sing, rather than insurance.
Iden fying a means by which you quit compe ng against mediocre. To compete directly against these
en es when selling complex products, especially complex ﬁnancial products, is simply a race to the
bo om. You have to completely change the game.
You have to sell versus market. Marke ng really is about transac onal sales whereas selling is about
building rela onships one at a me. Marke ng is essen al to mediocre because it requires crea ng a
false sense of quality on a mass scale. You must counter this by building a true sense of quality the
hard way, one customer at a me.
You have to tell people your story, over and over and over. So many quality producers just expect
consumers to realize the quality of their service/product but this is not reality. People are not going to
ini ally understand the diﬀerence. The situa on really is no diﬀerent than if I was to buy a cheap
wrench. I can't tell the diﬀerence un l I use it. Then when I use it to try to ﬁx something that is broken,
I discover it rounds oﬀ the nut edges and compounds my problem. The same goes for an insurance
solu on. Un l they have a claim, they may not know the diﬀerence on their own. You must tell them if
you want them to value you before they have a problem.
These four points also require really knowing your coverages but also knowing how to apply them
intelligently. Insurance educa on is subpar today (Shapiro's analysis at work again). I created a new program
that is not educa on as you know it and my goal is to create, as I have, long-term rela onships with people

to provide ongoing, customized and real world prac cal knowledge that my clients' clients will appreciate,
resul ng in higher sales and lower E&O exposures.
Which side of mediocrity are you on? Will you provide quality services and help your clients understand that
quality? Or, will you take advantage of your clients by selling "good looking" coverages that in reality fall far
short of quality coverage?
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Chris Burand is president and owner of Burand & Associates, LLC, a management consul ng ﬁrm that has
been specializing in the property/casualty insurance industry since 1992. Burand is recognized as a leading
consultant for agency valua ons, helping agents increase proﬁts and reduce the cost of sales. His services
include: agency valua ons/due diligence, producer compensa on plans, expert witness services, E&O carrier
approved E&O procedure reviews, and agency opera on enhancement reviews. He also provides the
acclaimed Con ngency Contract Analysis® Service and has the largest database and knowledge of
con ngency contracts in the insurance industry.
Burand has more than 30 years' experience in the insurance industry. He is a featured speaker across the
con nent at more than 300 conven ons and educa onal programs. He has wri en for numerous industry
publica ons including Insurance Journal, American Agent & Broker, and Na onal Underwriter. He also
publishes Burand's Insurance Agency Adviser for independent insurance agents.
Burand is a member of the Ins tute of Business Appraisers and NACVA, a department head for the
Independent Insurance Agents and Brokers of America's Virtual University, an instructor for Insurance
Journal's Academy of Insurance, and a volunteer counselor for the Small Business Administra on's SCORE
program. Chris Burand is also a Cer ﬁed Business Appraiser and cer ﬁed E&O Auditor.
NOTE: The informa on provided in this newsle er is intended for educa onal and informa onal purposes
only and it represents only the views of the authors. It is not a recommenda on that a par cular course of
ac on be followed. Burand & Associates, LLC and Chris Burand assume, and will have, no responsibility for
liability or damage which may result from the use of any of this informa on.
Burand & Associates, LLC is an advocate of agencies which construc vely manage and improve their
con ngency contracts by learning how to nego ate and use their con ngency contracts more eﬀec vely. We
maintain that agents can achieve considerably be er results without ever taking ac ons that are detrimental
or disadvantageous to the insureds. We have never and would not ever recommend an agent or agency
implement a policy or otherwise advocate increasing its con ngency income ahead of the insureds'
interests.
A complete understanding of the subjects covered in this newsle er may require broader and addi onal
knowledge beyond the informa on presented. None of the materials in this newsle er should be construed
as oﬀering legal advice, and the speciﬁc advice of legal counsel is recommended before ac ng on any ma er
discussed in this newsle er. Regulated individuals/en es should also ensure that they comply with all
applicable laws, rules, and regula ons.
If you wish to be removed from this mailing, please e-mail AgencyAdviser@burand-associates.com.
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