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With all that profession-
als have to juggle over the 
course of the day, it’s no 

surprise that some things occasional-
ly can escape notice and slip through 
the cracks. 

For instance, take the case of the real 
estate agent who failed to disclose to 
a client who was selling the home, 
that his firm also represented the per-
son making an offer on his home. The 
seller claimed that the realtor falsely 
indicated that the buyer had a “pre-ap-
proved” loan, causing him to sustain 
financial damages. He then demand-
ed $110,000 to settle. This scenario 
cost the realtor $30,000 in settlement 
and an additional $12,000 in legal fees 
— a hefty price to pay for miscommu-
nications. Unfortunately these types of 
scenarios are happening more often.

Increasingly, professional service pro-
viders are being targeted in lawsuits 
by disappointed parties attempting 
to recoup losses when a deal doesn’t 
go through or a professional service 
doesn’t meet their expectations. Add 
that the definition of a “professional” 
continues to expand, and you have an 
area of increasing exposure.

What’s happening in the profession-
al services sector creates opportunities 
for growth, because more than ever 
these professionals need expertise and 
advice on their professional business 
exposures.

From attorneys to dog groomers, 
professional service providers share 
something in common: The num-
ber of claims targeting them has more 
than doubled in the past several years. 
In addition to the increasing number 
of lawsuits, the number of profession-
al services firms is growing. In fact, in 
the United States, there are more than 
700,000 professional services firms. 
Small- and mid-size professional ser-
vices firms account for the majority of 
those businesses.

As the number of professional service 
firms continues to grow, we see some of 
the best agents taking the opportuni-
ty to proactively target them by solving 
problems, adding value and building 
long-term, growing relationships.

While segments of the industry, such 
as attorneys and accountants, tra-
ditionally have seen value in their 
professional liability coverage, other 
professional service providers general-
ly are far less familiar with their need 
for this coverage and how it works to 
protect them.   

In fact, nearly 80% of small profes-
sional services providers — event 
planners, consultants and executive 
coaches — don’t carry miscellaneous 
professional liability coverage, but 
they have real exposures and they 
need coverage. Some simply choose 
not to buy it, inaccurately believing 
their general liability policy will cover 

their professional service risks. That 
presents a very attractive opportuni-
ty for agents to educate them about 
their risks and offering solutions.

Growing Opportunity
Even when professional services com-
panies do everything right, they still 
may be sued. For small and mid-size 
companies, even one lawsuit may be 
devastating —  not just financially, 
but also by damaging the company’s 
good name and reputation.

Many believe that having general li-
ability is enough, but the best agents 
are educating their customers on the 
need to protect against professional 
service errors, as well.

For example, a manufacturing com-
pany hired a consultant to address 
productivity issues within its plant. 
The consultant spent several weeks 
developing recommendations that 
were quickly implemented by the 
company. After making the changes, 
the company’s productivity dropped 
and the resulting lawsuit cost the con-
sultant more than $42,000 in legal 
fees and restitution.

For most professional services there 
is pride about the level of expertise 
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and in their work, which they see as 
their unique value. To help agents 
capitalize on opportunities within 
the professional services sector, the 
most responsive carriers are develop-
ing more specialized products which 
are customized to the needs of each 
profession.

This is driving a trend in the industry 
to create more specialized programs 
within the miscellaneous profes-
sional liability sector. Traditionally  
this was a one-size-fits-all product 
trying to meet the needs of many 
professional service providers. To-
day, the best carriers are helping 
agents by offering coverage that is far 
from “miscellaneous,” with examples 
such as specific solutions for ad agen-
cies, printers and graphic designers, 
making it easier than ever for agents 
to meet their professional clients  
specialized needs.

Specialized carriers offer a wide va-
riety of limits that can be tailored 
for individual businesses — for ex-
ample, relatively low deductibles 
and a $5 million limit for a small 
professional services firm.  The 
best carriers also offer specialized 
or tiered coverages even within a 
specific industry, such as the legal 
profession. For example, they offer 
one level of coverage for small, cost-
conscious firms; another for active 
mid-size firms that practice gener-
al law; and another tier for larger 
practices with greater risk or more 
complex exposures, based on their 
area of specialization.

Additionally, some carriers offer a 
wide range of coverages to help agents 
easily add value to accounts through a 
single source. These include employ-
ment practices coverage, management 
liability, errors and omissions, puni-

tive damages and criminal defense, to 
name just a few.

To take full advantage of opportuni-
ties to build their professional liability 
business, winning independent agents 
are partnering with carriers that  
possess several critical characteristics:

Financial strength. Carriers must 
have the financial strength to give 
their agent-partners and their custom-
ers the confidence that they will be 
there for the long term. This strength 
also enables the carrier to continue to 
invest in their business.

Specialized coverages. As noted 
previously, the trend is that custom-
ers want insurance tailored for their 
unique needs, not generic policies.

Limited access. This provides agents 
with distinct competitive capabilities 
in their local markets, putting them 
in a position to leverage their exper-
tise to solve problems and deliver 
solutions that their agent competitors 
cannot.

Training. The best carriers provide 
product, underwriting, risk manage-
ment, and sales training that will help 
agents who are willing to invest the 
time to become specialists in con-
sulting professional businesses where 
they have unique opportunities to 
compete and win.

Total protection. In addition to 
offering specialized professional li-
ability coverages, the best carriers also 
offer a full range of other coverages 
that add up to total protection for a 
customers’ business. This comprehen-
sive approach includes management 
liability, employment practices, sure-
ty, commercial crime, marine and 
other areas, to, in effect; provide a 

single, reliable go-to source for all 
commercial coverage needs.

Risk management. Professional lia-
bility exposures shift and grow almost 
daily, creating risks that many com-
panies often don’t fully understand. 
For example, virtually all profession-
al consultants today conduct some 
portion of their business over the In-
ternet, including social networking 
sites and “cloud” computing, where 
servers, software and data is stored on 
the Web. The best carriers offer spe-
cialized loss-control services to help 
clients understand and reduce these 
types of emerging exposures.

Market knowledge. In addition to 
expertise of the many profession-
al services, the best carriers know and 
understand their agent’s local markets. 
They are more effective and responsive 
in helping agents to capitalize on op-
portunities to grow their businesses.

The Old Adage is True
With change, there is opportunity.
Today, the professional services in-
dustry is growing and also subject to 
a host of new and emerging liability 
risks. Independent agents who want to 
grow their businesses by creating dis-
tinctive value should explore how they 
can capitalize on the many new oppor-
tunities in these markets, with their 
existing clients and prospective ones. 

Those who partner with the right car-
riers are especially well-positioned to 
solve the specialized coverage needs 
of the majority of the profession-
al services industry and benefit their 
agencies today and in the future. 	 ■

Robert Drohan is vice president, miscellaneous 
professional liability, at The Hanover Insurance 
Group in Worcester. He can be reached at  
rdrohan@hanover.com.

2  August 23, 2013

F O C U S  O N   PROFESS IONAL L IABIL ITY /  D&O


