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Why Middle-Market Insurance 
Processes Break Down 
A Diagnostic Look at Judgment, Alignment, and Risk in Real Estate and Construction 
 
Most middle-market real estate and construction firms’ insurance programs are not volatile because they 
lack access to capacity or insurer appetite. They are volatile because insurance decisions get made without 
shared alignment on risk, tradeoffs, and long-term exposure. When outcomes disappoint, insurance takes 
the blame, even though the drivers were set long before renewal. 
 
If you want fewer renewal surprises, clearer ownership of risk decisions, and an insurance program that 
matches how the business actually absorbs volatility, start with the questions below. 
 

Five Questions Leadership Should Answer Before Renewal Starts 
 
1. What loss size would change our operating plan 

if it happened this year? 
Not “what is our retention?” What dollar amount would 
force you to delay a project, pull back on growth, or 
renegotiate credit terms? 
 

2. How much volatility are we willing to absorb on 
the balance sheet. 
Premium decisions are also volatility decisions. Assuming 
a higher retention to save $100,000 in premium is a bet 
that you will not have a $400,000 loss this year. 
 

3. Which risks are we retaining on purpose,  
and which risks are we retaining by default? 
Separate intentional retentions form gaps and limit 
choices that persist because nobody revisited them. 

 

4. Can we explain our program tradeoffs clearly to 
a non-insurance executive? 
If it takes 20 minutes and multiple acronyms to explain, 
the structure is likely hiding the tradeoffs. 
 

5. Who owns the final tradeoff decision,  
and what inputs do they require from finance 
and operations? 
When hard choices surface, who makes the call?  
What analysis must be on the table before that  
call is made? 
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When those questions are unanswered, three failure patterns show up: 
 

Renewal becomes the decision window, 
not the decision checkpoint 

Premium becomes the scoreboard,  
not volatility and downside capacity 

Ownership is fragmented, so tradeoffs 
stay unspoken until time pressure forces  

a default decision. 

 

Here is what it looks like in the real world: 
A firm carries a $250,000 retention for years while the project portfolio triples. Then one loss wipes out a quarter’s profit.  

A leadership team debates a $500,000 SIR versus another $80,000 in premium, but nobody can answer the simplest question:  
“What loss changes our operating plan?” The CFO pushes for savings. The COO worries about exposure.  

The tension never gets resolved, so the program resolves it for them. 

These are not failures of intelligence or effort. They are structural. When insurance decisions get compressed into a  
30-day renewal window, handled by people with different priorities and no shared approach to tradeoffs,  

misalignment becomes the default outcome. 

 

 
Where the Conversation Usually Starts 
When insurance outcomes frustrate leadership teams, the conversation almost always starts in the same place: pricing, 
capacity, or “the market.” Premium increases get questioned. Coverage limitations get debated. Insurers get viewed as 
unpredictable or overly conservative. 

That reaction is understandable. It is also incomplete. Insurance is the most visible expression of prior decisions. By the 
time renewal forces hard choices, many of the most consequential decisions have already been made and carried forward 
by default. Focusing only on the outcome obscures the inputs that produced it. 
 

The Diagnostic 
 
Treating Insurance as an Annual Event Instead 
of a Standing Decision  
In many firms, insurance happens once a year. Renewal 
approaches, information is gathered, decisions are made, and 
attention shifts elsewhere. That can feel efficient. In practice, 
it compresses complex judgment into a narrow window. 

When insurance is framed as an annual transaction,  
structural decisions persist through inertia rather than 
intention. Coverage, limits, and retentions roll forward even  
as portfolios, operations, and risk tolerance evolve. Brokers 
get asked to work around constraints set years earlier.  
Insurers respond cautiously to programs that show little 
evidence of evolution. 
 
A quick test: If your program structure has not changed in 
years, but the business has, you are not managing risk.  
You are rolling it forward. 

 
Optimizing for Premium Instead of Volatility  
Premium is visible, comparable, and budgeted. For many 
firms, it becomes the primary measure of success, even when 
it has little relationship to the risk being retained. 

When decisions are optimized for premium, volatility gets 
discounted. Retentions increase without a clear view of 
downside exposure. Coverage narrows to achieve near-term 
savings. Risk does not disappear. It moves onto the balance 
sheet and into cash flow. 

This tradeoff can look reasonable for years, especially without 
major losses. When volatility materializes, the conversation 
shifts from cost control to damage control. That is when it 
becomes clear the program was not designed to absorb that 
level of stress. 
 
A quick test: If you cannot explain how a loss hits cash, 
covenants, and growth plans, the retention decision is 
guesswork. 

PATTERN 1 
 

PATTERN 2 
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The Diagnostic (cont’d) 
 
Anchoring Decisions to Last Year’s Outcome  
Recent experience carries disproportionate weight. A 
favorable year reinforces confidence. A difficult year creates 
urgency. In both cases, last year becomes the reference point. 

When losses are light, programs roll forward with minimal 
scrutiny. When losses are severe, reactive changes get made 
to avoid repetition, even when the outcome was driven by 
factors unlikely to recur. 

Insurance programs exist to absorb infrequent but severe 
events over time. Anchoring to the most recent outcome 
compresses perspective and substitutes memory for 
judgment. 
 
A quick test: If your program swings based on last year’s loss 
experience, it is oscillating, not evolving. 
 
 
 
Confusing Complexity with Sophistication  
As programs become more complex, complexity can be 
mistaken for rigor. Additional layers, endorsements, modeling, 
and analytics can create the impression of sophistication 
without improving decision quality. 

In practice, complexity obscures tradeoffs instead of clarifying 
them. Stakeholders struggle to understand where risk is 
retained, transferred, or concentrated. Decisions become 
harder to explain and easier to defer. 

Sophistication shows up in how clearly tradeoffs are 
understood and communicated. 
 
A quick test: If leaders cannot explain the structure in plain 
language, they do not own the tradeoffs. 

 
Assuming More Data Automatically Produces 
Better Judgment  
Data plays an important role in underwriting and placement. 
Loss modeling, valuations, benchmarking, and analytics 
inform decisions. But more data does not automatically lead 
to better outcomes. 

Without alignment on how information will be interpreted and 
applied, data reinforces existing assumptions rather than 
challenging them. Numbers get selected to support preferred 
conclusions. Judgment gets deferred instead of exercised. 

Data informs decisions. It does not make them. 
 
A quick test: If the meeting ends with “we need more data” 
and no owner, the decision is being deferred. 
 
 
 
 

 

 
What Changes Outcomes 
Better outcomes tend to follow the same sequence: decide earlier, name the tradeoffs, align on how much volatility the business 
will absorb (and where), and assign clear ownership for the final call with defined inputs from finance and operations. 

When that groundwork exists, insurance stops carrying unresolved questions. It reflects decisions that have already been made, 
rather than being asked to correct them after the fact. 

At Symphony Build, we help clients do the work before renewal forces it, so the program matches how the business actually 
absorbs volatility. Learn more by contacting build@symphonyrisk.com. 

 
Let Us Play For You! 

PATTERN 3 
 

PATTERN 5 
 

PATTERN 4 
 Why These Patterns Persist  

in the Middle Market 
Middle-market firms often lack a single point of 
ownership for risk decisions. Responsibility is 

fragmented across finance, operations, development, 
and growth. Renewal cycles force decisions under time 

pressure. Insurance becomes the mechanism for 
resolution rather than the output of a deliberate plan. 

The result is misalignment, not incompetence. 
Misalignment produces predictable breakdowns. 
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