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Inland Marine Insurance:
Standardized
coverage for
unique and
changing risks
By Joseph S. Harrington, CPCU
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irtually every commercial risk,
standard or non-standard, has
building and personal
property exposures that are unique in
nature, and the type of insurance called
“inland marine” has evolved to address
them.
Inland marine insurance tends to be little known or understood by those who are
not specialists in the line, largely because
inland marine accounts for only about two
percent of the property/casualty premium
written every year in the United States.
Given the small amount of premium
at stake, inland marine exposures and
coverage can be given short shrift by
commercial brokers and underwriters who
understandably concentrate on commercial property, general liability and workers
compensation policies--coverages that
generate far more premium from an account than inland marine.
There’s a reward, however, for those
who take the time to understand inland
marine insurance, because the line consistently produces among the best combined
ratios in the industry.

Even during the prolonged soft market
of the 1990s, when P/C combined ratios
were consistently above 100, inland
marine insurance had a combined ratio of
97.5, according to figures from the A.M.
Best Co.
As a hard market took hold after 2001,
the combined ratio for inland marine fell
to below 85 in the years 2002, 2003 and
2004.
Thus, while inland marine accounts
for only a small share of premium, it can
contribute a larger share of the margin on
an account for carriers that take the time
to understand the exposures and coverages
and maintain effective loss control.

Contradiction
To some people, the very term “inland
marine” is a contradiction in terms. Is
a risk “inland” or is it “marine” (waterborne)?
The term is a uniquely American one
that arose to distinguish insurance on
property being transported within the
United States (also called “dry marine”
insurance) from “ocean marine” (or

shipped across the seas.
Cargo insurance is still a major component of inland marine insurance, but the
line today consists of more than 50 different “classes” that range from some of the
largest structures one can insure--bridges
and tunnels--to property that is completely
intangible, particularly electronic data
processing.
The idea of classifying certain types
of property into an inland marine “class”
dates from the years when “fire” and
“marine” insurers were strictly separated
by regulation and practice.
Traditional fire policy underwriting was
heavily dependent on the characteristics of
an insured location, and did not adequately address exposures to high-value portable property exposed to perils--particularly theft--away from insured locations.
Cameras, furs, jewelry and musical
instruments, were early examples of such
property. Inland marine classes were defined for the purposes of insuring them.
In addition, inland marine classes
were defined for other types of property
(accounts receivable, valuable papers
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The Nationwide
Definition in effect
codified one of the
apparent
contradictions in
inland marine
insurance:
the inclusion of
three important
types of liability
coverage bailee, motor truck
cargo and
warehouse liability
as inland marine
property insurance.

and records, signs, mobile equipment and
more) that were unique in nature, mobile
or subject to constant change, and thus illsuited for standard “fire” coverage.

insurance on the standard annual statements submitted by insurers.

Definition

The Nationwide Definition in effect
codified one of the apparent contradictions
in inland marine insurance: the inclusion of three important types of liability
coverage—bailee, motor truck cargo and
warehouse liability—as inland marine
property insurance.
Bailees (such as dry cleaners), motor
carriers and warehouse operators are all in
the business of taking custody of the property of others for a limited time. Because
the property is outside the control of its
owners, they cannot, as a practical matter,
safeguard it from loss or determine whether negligence on the part of the bailee or
motor carrier contributed to a loss
Given that, common law has come to
hold bailees strictly liable for loss
or damage to the property of others they
hold. A similar standard of liability exists
for cargo carriers (ocean and motor) and
warehouse operators, with certain exceptions.
In essence, bailees, motor carriers and
warehouse operators are bound to safeguard the property of others as if it were
their own. Thus, the insurance for such
exposures is, for all practical purposes,
written as first-party property coverage,
with coverage grants, exclusions and limitations that address property perils rather
than negligence.
For most other purposes, inland marine
insurance involves coverage for risks that
are unique in nature and change frequently. To illustrate, compare inland marine
insurance with multi-peril commercial
property insurance, the modern-day version of the old “fire” policies.
Standard commercial property policies
are written to insure buildings and personal property that are essentially in the same
condition over time. A brick structure in
an area with superior fire protection but
high windstorm exposure remains in that
condition day after day.
Inland marine insurance addresses risks
for which change is constant.
This is clearly seen in the inland marine construction classes—builders risk,
contractor’s equipment and installation
floaters—which account for most of the

The types of property covered under
marine insurance, both inland and ocean,
are generally established by the “Nationwide Marine Definition” adopted by state
insurance regulators in 1933 and modified
a few occasion since then, most recently
in 1976.
Under the latest Nationwide Definition, marine insurers are allowed to insure
property in the following categories:
• Imports and exports;
• Domestic shipments;
• Instrumentalities of transportation
and communication (including
bridges, tunnels, transmission
towers and more)
• Certain types of property owned by
individuals (including jewelry, furs,
musical instruments and more)
• Certain types of property related to a
business or occupation
(including mobile equipment,
property under bailment, electronic
data processing and more).
The Nationwide Definition arose in
response to complaints from heavilyregulated fire insurers that they were
losing business to unregulated marine
carriers.
In the early 20th century, marine
insurers were allowed to write “all risks”
policies using unregulated rates and forms
while fire insurers were generally
restricted to writing highly standardized
fire contracts with regulated rates. As a
result, inland marine insurance expanded
from its early roots in transportation to
cover a range of exposures, including
property at fixed locations.
The Nationwide Definition was established to delineate the sphere where marine insurers could operate and, in effect,
stop their encroachment on the sphere of
fire insurers.
Over time, the definition has lost its
force as a restriction on underwriting authority as the old separation between fire,
marine and casualty insurance has eroded
among and within companies. Still, “Inland Marine” remains as a distinct line of
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floaters—which account for most of the
premium volume in the line.
A backhoe operating on dry, flat ground
one day could be operating on a slippery
slope the next. A building under construction is in a different stage of completion at
the conclusion of a day’s work than when
work started that morning.
The same character of change applies to
other classes of inland marine insurance,
such as accounts receivable and electronic
data processing, two forms of intangible
coverage that are constantly in flux.
Given all that, it seems like a contradiction to some to include bridges, tunnels
and transmission towers as inland marine
risks. They are, after all, large inert risks
that hardly change at all. Yet, as unique
“instrumentalities of transportation and
communication,” they are covered by
inland marine policies.
Other classes of inland marine insurance provide coverage for valuable personal and commercial property—such as
jewelry, furs, tools and more—that moves
about easily, or “floats”.
Hence, they are insured by inland
marine policies known as “floaters” that
typically provide broader coverage than is
offered in standard homeowners or commercial property forms, with unregulated
rates.

physicians’ and dentists’ equipment, signs
and theatrical property.
The “non-filed” inland marine classes
encompassed those risks deemed too
diverse or too subject to change to be
adequately addressed through filed forms
and rating plans.
Resources for those classes can be
found in the Inland Marine Guide, developed and maintained by the American
Association of Insurance Services (AAIS)
as the industry’s authoritative source of
standardized forms, underwriting guidelines and rating procedures for the nonfiled classes.
AAIS, based in Wheaton, Ill., is a national advisory organization that develops
policy forms and rating information used
by more than 600 P/C carriers throughout
the United States. As the successor organization to the Transportation Insurance Rating Bureau, AAIS has long been a leading
organization in inland marine insurance.

Complications

As if matters were not complicated
enough, about half of all United States
jurisdictions require filing of inland marine forms for classes that have traditionally been regarded as “non-filed”.
Inland marine specialists have long
sought to preserve the non-filed status
of coverage for risks they consider too
Filed and Non-Filed
unique to be addressed adequately by filed
In addition to the distinction between
rates and forms. That is still the position
commercial and personal inland marine
of AAIS, as well as the Inland Marine
classes, there is an added distinction beUnderwriters Association.
tween filed and non-filed classes.
Nonetheless, in response to requests
Over time, marine insurers were exfrom regulators and carriers, AAIS filed
pected to file inland marine forms and rat- its Inland Marine Guide forms in 2004 in
ing plans for any class that encompassed
those jurisdictions that had been requiring
a large number of homogeneous risks for filings by companies.
which standardized forms and rating
To avoid any impression that non-filed
information could be developed.
status was being conceded on a general
Among personal inland marine risks,
basis, AAIS limited its filing action to
the filed classes include: bicycles, furs,
forms for classes specifically identified by
personal effects, cameras, golfers’ equipindividual states as requiring filing. Some
ment, personal property, coin collections, forms were filed in some states but not in
jewelry, silverware, fine arts, musical
others.
instruments and stamp collections.
Complexity abounds in inland marine
Among commercial inland marine risks, insurance, but property/casualty profesthe filed classes include: accounts receiv- sionals are well-advised not to let that
able, camera and musical instrument deal- complexity keep them from learning more
ers, floor plan merchandise, implement
about a line that can improve margins on
dealers, jewelry dealers, musical instrutheir personal and commercial accounts.
ments, negative film, photo equipment,

This article is general in nature and is
not intended to provide definitive information regarding use of AAIS products and
services, which is restricted by copyright
and license agreements. This article in no
way alters, supplants or supersedes what
is written in AAIS policy forms, manuals, bulletins or other communications,
and does not indicate any official AAIS
position on the matters discussed in the
article.
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