
Business Overhead Insurance Isn't Enough:  

The Importance of Key Person Life Insurance 

Key employees pay a vital role in the success of a business. These individuals often possess 
unique skills, expertise, and relationships that are critical to the operations and profitability of a 
company. Losing such a key employee can have devastating consequences, not only 
emotionally but also financially. 

While many businesses invest in business overhead insurance to cover ongoing 
expenses in the event of disability or illness of a key employee, it's important to 
recognize that this coverage typically does not extend to the death of a key person. This 
oversight can leave businesses vulnerable to significant financial strain and instability. 

Consider the following scenario: 

Imagine a thriving financial advisory firm with a dedicated team of advisors. One of the senior 
advisors, let's call him John, has been with the firm since its inception. John is not only a top 
performer but also plays a crucial role in nurturing client relationships and driving revenue for 
the firm. Tragically, John unexpectedly passes away due to a sudden illness. His death leaves a 
significant void in the company, impacting revenue generation, client retention, and day-to-day 
operations. 

While the firm may have business overhead insurance to cover ongoing expenses such as rent, 
utilities, and salaries during John's absence due to disability, this coverage does not extend to 
his death. As a result, the firm is left scrambling to find a replacement for John, navigate the loss 
of client confidence, and mitigate the financial impact of his absence. 

This scenario highlights the importance of key person life insurance. Key person life insurance 
provides financial protection to businesses in the event of the death of a key employee. The 
death benefit can be used to cover various expenses, including hiring and training a 
replacement, compensating for lost revenue, repaying debts, and ensuring the continuity of 
business operations. 

By investing in key person life insurance, businesses can safeguard against the financial 
repercussions of losing a key employee. This proactive approach not only provides peace of 
mind but also ensures the long-term viability and success of the business. 

In conclusion, while business overhead insurance serves an essential purpose in covering 
ongoing expenses during the disability or illness of a key employee, it is not sufficient to protect 
against the financial impact of their death. Key person life insurance fills this crucial gap, 
providing businesses with the financial security and stability they need to weather unforeseen 
circumstances. 

 

*Article written with the assistance of an AI language model. 

 


