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product spotlight

DISABILITY INCOME INSURANCE

Selling DI to Entrepreneurs

Let them know that with DI, they can control their destiny, their business and their future.

hat can happen to
a business if a key
»- » player is forced to

drop out without warning? The
implications can be horrendous—
everything, from liquidity problems,
maintaining momentum, leadership
issues and customer confidence, not
to mention the disabled executive’s
personal and financial well-being.

Based on an analysis of what’s
at stake, the solution would seem
to be a no-brainer: Make sure
adequate disability coverage for the
equity partners is in place and is
part of a buy-sell agreement.

But while this may seem like a
COMMONEENEE ANSWET, 'i[ ﬁPpE}JTﬂ as
if only a small minority embrace it,
Arguably, most top executives have
seen or read statistics suggesting
that the chances of becoming
disabled are greater than those of
dying.

But basing the case for having
proper DI insurance on statistics
not only misses the point, it’s
also ineffective in moving those
who need it to action. Why is
this enormous risk ignored when
those most affected are adept at
managing risk in other aspects of
the enterprise?

The answer may be painfully
obvious. Simply knowing the
possibility of disability doesn’t
necessarily lead to action. For
example, a life insurance agent
may include DI and life insurance
in a proposal involving a buy-sell
agreement. Yet clients often say,
“We'll go for the life insurance.
but we don't think we need the
disability. It's too expensive.”

Although many entrepreneurs
think of themselves as “tough-

Basing
the case
for having
proper DI
insurance
on
statistics
misses
the point.

minded,” they can be as subject to

tuning out what they don’t want

to hear as anyone else, even when
it runs contrary to their “hard-
nosed” posture. For example, when

it comes to turning down a DI

proposal, they might mention one

or more of the following reasons:

B “The figures on becoming
disabled are less than
convincing. They're all over the
place.”

B “Most of the disability surveys
are produced by insurance
companies, those who have a
vested interest in the sales.”

B “You can talk about the
prevalence of disability, but |
don’t know anyvone who has
been seriously disabled.”

B “QOur business is liquid enough
that this is not a worry.”

B “I'd rather take our chances
and use the same money to
make money.”

So what does it take to move
beyond what seems to be a dead

By Edward Tafaro

end? Rather than trying to get

over the hurdle, a more prudent

approach is to understand the
entrepreneurial profile.

A study by the Cox School of
Business at Southern Methodist
University can be helpful.

It involved 200 successful

entrepreneurs (who were in

business for at least five vears
and had gross annual revenues

of at least $1 million). Based on

the results, here are some of the

characteristics of entrepreneurs, as
described by Judith L. Slick Smith:

B Healthy: They are used to
working long hours, and if they
get sick, they recover quickly.

B (Control: They want to be in
charge and are willing to take
responsibility.

B Unusual awareness: They
grasp situations completely and
recognize all the implications
in a decision,

B Conceptual ability: Problems
and chaos don't bother them
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because they can quickly posit

solutions,

B Emotional stability: They can
handle stress in business and
im their personal lives, Setbacks
are challenges, not defeats.

B (Challenges: Welcome challenges,
but not risks. It may appear
they are taking high risks, but
in reality, they assess risks
thoroughly.

B The numbers: They understand
their financial position at all
times,

As the analysis suggests,
entrepreneurs are tough-minded
and confident. Therefore, to
attempt to convinee them to do
something that runs contrary to
the way they view themselves may
be little more than an exercise
in futility—and that includes
purchasing DI insurance.

To pursue such an approach
only forces the entrepreneurial
mind to challenge the validity of
the salesperson’s contentions. Once
that happens, it’s time to stop the
presentation and put the iPad away.
Pushing harder only creates even
more pushback, as will attempts to
persuade through fear.

A more productive strategy

A more effective approach may be
to begin by establishing a common
ground, which includes dismissing
the question of how likely it is that
someone will need this protection.
For healthy people, such an
argument is futile because no one
can prove it.

In fact, the conversation might
include making it clear that the
entrepreneur may never become
disabled, and even raising the
question: If there is no disability,
wouldn't the money spent on the
policy be wasted?

The answer is no. DI preserves
what entrepreneurs value the
most and why they're in business:
control—control of ones destiny,
control of the business, and control
of the future. Taking a chance on
becoming disabled is something the
entrepreneur can handle, but the

possibility of losing control may be
a far greater threat.

In an interview some vears ago,
Dr. Robert Cialdini, the author
of Influence: the Psychology of
Persuasion, noted that what's
worth thinking about is what we
have to offer “that our clients,
our customers, our vendors, our
distributors, whoever it 1s we're
trying to influence, can’t get if they
don’t move in our direction. What
is it that we give them that they
lose if they don’t say ves to us?”

Then Dr. Cialdini adds. “Loss is
more powerlul [than gain]....People
want to know what they stand to
lose.” For an entrepreneur, it's the
possibility of losing control. Couple
that with the fact that the largest
assel MosL entrepreneurs own is
their business, and you can usually
make a sale. [

Edward A. (Ted) Tafaro, president &
CEO of Malwali, New [erseyv-based
Exceptional Risk Advisors, LLC, 15
an expert on high-limit specialty life,
accident and disability products for
clients with extraordinary insurance
needs, including celebrities, athletes,
entertainers, highly compensated
executives and professionals. Contact
hime ar 201-512-0110 or at ted.ralaro@
exceptionalriskadvisors.com.
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