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DOES MY BUSINESS REALLY NEED
INSURANCE?

“I have a small business. Do I really need
insurance?”

It is a fair question. When you are managing
expenses, insurance can feel like one more
bill for something that might never happen. 
You may have a handful of clients, a small
team, or a business you run entirely on your
own.

But business risk is not measured only by the
size of your company. A client can claim
your advice caused a financial loss. A
customer can be injured by a product. An
employee can have an accident. A fraudulent
payment request can send your money to the
wrong account.

The better question is: What could happen
in my business that I could not
comfortably afford to handle myself?

An LLC or corporation is one part of your
protection. Contracts are another. Insurance
addresses a different need: helping pay
covered losses and, under applicable liability
policies, the cost of defending covered
claims. Forming an entity does not make the
business’s risks disappear. [1]

You do not need every policy described
below. You do need to understand the main
categories well enough to have a meaningful
conversation with an insurance professional.

1. General Liability: Injuries, Property
Damage, and Certain Other Claims
General liability is often a starting point. It
generally addresses third-party bodily injury,
property damage, and certain personal and
advertising injury claims, subject to the
policy’s terms. Think of a customer injured at
your store or damage your business causes to
someone else’s property. [1, 4]

Businesses that welcome customers, visit
client locations, attend events, or work around
other people’s property should discuss this
coverage. Landlords and clients may require it.

The important limitation? “General” does not
mean everything. Do not assume it covers a
client’s financial loss from your professional
advice, an employee’s work injury, or an auto
accident. Those risks call for a closer look at
other coverage.

2. Professional Liability / Errors and
Omissions: Claims About Your Work
If your business provides advice, expertise,
or professional services, this deserves
particular attention.
 Professional liability, often called errors and
omissions or E&O insurance, addresses
allegations that mistakes, negligence, or
failures in your services harmed a client. 

Covered defense costs and covered settlements
or judgments can be significant even when you 
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believe you did nothing wrong. [5]

This is relevant to consultants, accountants,
designers, technology providers, real estate
professionals, and many other service
businesses. Imagine a consultant whose
client alleges that an error in a
recommendation caused a substantial
financial loss. That is a different exposure
from a visitor slipping in an office.

Malpractice insurance is a profession-specific
form of professional liability, commonly
associated with medical and legal services.
The policy must fit the work you actually
perform; one profession’s coverage is not
automatically suitable for another. [5, 6]

Ask your broker: 
Are all my services described accurately? Are
employees and subcontractors included? Does
the policy address the kinds of claims my clients
could make? How does it treat contractual
promises, refunds, or the cost of redoing work?

Also ask whether coverage is claims-made,
what reporting deadlines and retroactive date
apply, and whether extended reporting or
“tail” coverage is needed when changing or
ending a policy. Do not decide based on the
premium alone.

3. Product Liability: Harm Caused by What
You Sell
If you manufacture, distribute, import, or sell
products, ask about product liability. It can
address covered claims that a product caused
bodily injury or property damage. A retailer 

should not assume that responsibility ends
with the manufacturer. [1, 7]

A business selling skincare products, food,
children’s items, or equipment has different
exposures from a business selling advice. 

Explain exactly what you sell, where it comes
from, and how customers use it.

Product liability may be included in general
liability coverage, but exclusions and limits
matter. Product recall insurance is a separate
discussion: the cost of recalling, removing, or
replacing products is not the same as liability
for injuries they cause. [7, 8]

4. Commercial Property: The Things Your
Business Depends On
Commercial property coverage can protect
business buildings, equipment, inventory,
furniture, and other covered property against
specified causes of loss. It is relevant to
renters as well as owners: your landlord’s
building insurance does not mean your
business’s contents are insured. [4]

Start with a practical inventory. What would
it cost to replace your computers, tools, stock,
or machinery? Could you continue operating
while doing so?

Ask whether the policy uses replacement cost
or depreciated value, and whether property
away from your premises needs separate
coverage. Discuss flood, earthquake,
equipment breakdown, and other exclusions.
A business operating from home should also
confirm whether its homeowners policy 
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certain interruptions. It can also address
covered claims from others affected by the
incident. These are often described as first-
party and third-party coverage. [3]

Ask what security requirements apply, who
helps respond to an incident, and what to do
before hiring outside responders or incurring
expenses. Do not assume cyber coverage
automatically reimburses money voluntarily
sent to a criminal after a convincing email. 

Discuss payment fraud specifically, alongside
crime coverage.

7. Workers’ Compensation and Employers’
Liability: Work-Related Injuries
If you have employees, workers’ compensation
should be an early conversation. It generally
provides benefits such as medical expenses
and partial wage replacement for covered
work-related injuries or illnesses. Whether
coverage is required depends on the applicable
state rules and your circumstances. [9]

Employers’ liability coverage addresses certain
employee lawsuits involving work-related
injury or illness. It is commonly part of a
workers’ compensation policy, although
separate arrangements may be needed in some
states. [10]

Do not assume that a small headcount
eliminates the issue. Tell your broker where
employees work, what they do, and whether
you use contractors. Ask how worker
classification and work in multiple states
affect your obligations and coverage.
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leaves business property or liability gaps. [4]

5. Business Interruption: Income Lost
During a Covered Shutdown
Replacing damaged property is only one part
of recovering from a loss. Business
interruption, also called business income
coverage, may help replace lost income and
pay certain continuing expenses when a
covered event interrupts operations. Extra
expense coverage may help with qualifying
costs of keeping the business running. [2]

For example, a store damaged by a covered fire
may face weeks of reduced revenue while
repairs take place. Rent and other obligations
may continue.

This is not a promise to cover every slowdown
or closure. Coverage commonly depends on
covered physical loss or damage and has time
limits, waiting periods, and other conditions.
Ask how long benefits last and whether
disruptions involving suppliers, utilities, or
nearby premises require additional 
coverage. [2]

6. Cyber Insurance: Data, Systems, and
Digital Disruption
Cyber risk is relevant to businesses that keep
customer information, accept electronic
payments, use online accounts, or depend on
digital systems. A business does not need to be
a technology company to have this exposure.

Cyber coverage can include costs your
business incurs after an incident, such as
investigation, notification, data recovery, and
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Be specific: Who drives? Whose vehicle is it?
What is the business use? Ask separately about
damage to the vehicle itself; liability protection
and physical damage coverage are different
questions. [11]

10. Commercial Umbrella or Excess
Liability: Additional Limits
A serious claim can exceed the limit of an
underlying liability policy. Commercial
umbrella or excess liability coverage can
provide additional limits above specified
underlying policies. Depending on its terms, an
umbrella may also offer some broader
protection. [12]

This is worth discussing when your business
has significant customer traffic, vehicle
exposure, contractual requirements, or other
circumstances that could produce a large claim.

An umbrella is not a universal backup policy.
Confirm which underlying policies it sits above
and whether professional liability, cyber,
employment claims, or other exposures are
excluded. Buying a higher limit does not solve a
gap in the type of coverage you have.

11. Directors and Officers Liability:
Decisions Made in Leadership
Directors and officers liability insurance, or
D&O, addresses certain claims arising from
management decisions. Depending on the
policy, protection may extend to individual
leaders and the organization. It is not limited
to large public companies. [13]

A small business with outside investors, a
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8. Employment Practices Liability: Claims
About How People Are Treated
Employment practices liability insurance, or
EPLI, addresses covered claims involving
employment decisions and conduct, such as
discrimination, harassment, retaliation, or
wrongful termination. It serves a different
purpose from insurance for workplace
injuries. [6]

A small team can still generate an expensive
employment dispute. Consider this coverage as
you begin hiring, supervising, promoting, and
terminating employees.

Ask who is insured, whether claims by
applicants or former employees are included,
and how the policy treats wage-and-hour
disputes. Coverage is not a substitute for clear
policies, good documentation, and consistent
management practices. It is one part of
preparing for a claim.

9. Commercial Auto and Hired/Non-Owned
Auto: Driving for Business
If your business owns vehicles, discuss
commercial auto insurance. Also explain any
deliveries, client visits, business errands, or
other driving done in personal or rented
vehicles. Personal auto coverage may not
adequately address your business’s 
exposure. [11]

Hired and non-owned auto liability coverage
can address certain liability arising from rented
vehicles or vehicles the business does not own,
including employees’ cars used for work. Even a
company with no fleet should ask about it.

https://www.linkedin.com/in/michelle-bufano-5476a142/
https://www.instagram.com/michellebufanoconsulting/


Key-person life insurance can provide funds
to the business if an insured essential person
dies. That money may help with recruitment,
lost revenue, or other transition needs. [15]

Ask separately about key-person disability
coverage if an essential person becomes
unable to work. Life insurance and disability
insurance address different events; one does
not automatically include the other. [16]

Consider who is essential to the business’s
survival and how long replacing that person
would take. Also discuss how insurance fits
with succession plans and any buy-sell
agreement. A policy alone does not establish
who will run or own the business afterward.

14. Business Overhead Expense Disability:
Keeping the Bills Paid
For an owner whose ability to work keeps the
business operating, overhead expense
disability insurance can help pay eligible
business expenses during a covered disability. 

Depending on the policy, those expenses may
include rent, utilities, or certain employee
costs. [16]

This differs from personal disability
insurance, which protects a portion of the
individual’s income. Your household bills and
your business’s operating bills are separate
needs.

Ask about the waiting period, benefit
duration, monthly maximum, and eligible
expenses. Would the coverage give you time
to recover, arrange temporary help, or make
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board, or plans to raise capital should discuss
it. The relevant question is whether leadership
decisions could result in claims from investors
or other parties.

D&O and E&O serve different purposes: one
focuses on management decisions, while the
other focuses on professional services. Ask
who qualifies as an insured, what entity
coverage is included, and what exclusions
apply.

12. Crime and Fraud Coverage: Stolen
Money and Dishonest Acts
Crime coverage may address losses involving
employee theft, forgery, computer fraud, or
funds-transfer fraud. Different losses may fall
under different coverage provisions, and social
engineering coverage may require specific
terms or an endorsement. [14]

Consider a fake vendor email directing your
staff to “updated” banking details. The
distinction between an unauthorized transfer
and a payment your employee was tricked into
authorizing can matter.

Ask your broker to walk through those
scenarios using your policies. Confirm limits,
verification requirements, and the relationship
between crime and cyber coverage. Pair
insurance with controls such as independently
verifying payment changes and requiring a
second approval for significant transfers.

13. Key-Person Life and Disability: Losing
an Essential Person
Some businesses rely heavily on one owner,
rainmaker, or specialist.
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What could cause a loss? Walk through
realistic scenarios involving customers,
clients, employees, property, payments,
and your own ability to work.
Which policy would respond? Ask your
broker to identify the relevant coverage
and explain the main exclusions in plain
English.
How much would I still pay? Compare
deductibles or retentions, coverage limits,
sublimits, and whether defense costs
reduce the amount available for a claim.
What do my agreements require?
Review insurance provisions in client
contracts, leases, and vendor agreements
before signing. Ask whether your coverage
matches those obligations.
What must I do when something
happens? Know the reporting procedure,
deadlines, and whom to call. Keep that
information accessible.
When should I review coverage? Revisit
it when you hire, move, add services,
introduce products, buy equipment, enter
new markets, or take on larger contracts.

You do not have to become an insurance
expert. You do have to give your insurance
professional enough information to identify
the risks and explain the choices.

The goal is to make those choices before a
problem forces the conversation. Insurance
works best alongside sound contracts,
appropriate business structure, and good
operating practices. Understanding what you
have—and where the gaps are—is part of
protecting the business you are working so
hard to build.
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an orderly decision about the business? Be clear
about which need each policy is intended to
address.

What About a Business Owner’s Policy?
A business owner’s policy, or BOP, commonly
bundles property, general liability, and business
interruption coverage. It can be a useful starting
point for an eligible small business. [2]

But a package is not a complete insurance plan.
Professional liability, workers’ compensation,
and commercial auto generally require separate
attention. 

Compare the actual coverages and
endorsements, not just the label on the
package. [6]

Businesses may also need industry-specific
protection, such as coverage for equipment in
transit, pollution, liquor liability, or specialized
professional risks. Use this list to start the
conversation, not to end it.

How Do You Decide What Fits Your
Business?
Start with what your business actually does.
Bring your broker a description of your services
and products, employee locations, property,
vehicles, technology, and key contracts. Include
activities you plan to add.

Then ask practical questions:

What could cause a loss? Walk through
realistic scenarios involving customers,
clients, employees, property, payments, and
your own ability to work.
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