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Introduction. Efficient corporate risk management in micro
and small enterprises depends on a broad range of decisions on
the part of owners and managers and on the character of stim-
uli that contribute to the occurrence of an adverse event.
Bankruptcy of companies, unemployment growth, payment
gridlocks, income reduction are only a few negative factors that
destructively influence the enterprises segment, which is of high
importance to every country’s economy. Stable development of
micro and small enterprises and provision of operational conti-
nuity under changing market conditions as well as reacting to
possible threats constitute key elements of their functioning. It is
also related to the identification of risks faced by micro and
small enterprises as well as the selection of an optimal method
of counteracting risk materialization. Beyond doubt, an insur-
ance policy is a tool that facilitates the described process.
However, we need to remember that insurance cannot replace
the entire risk management system. It is only an auxiliary tool.
Only a previous identification of risks for a given company
allows the selection of those products from the rich assortment
of insurance companies that when tailored to a company’s spe-
cific features will protect its property, workers, civil liability and
forecasted future profits. Therefore, insurance is a risk manage-

ment tool and its effectiveness depends on the effectiveness of
other elements of this process. Counteracting risks and the
selection of an optimal method of its limiting is a tool that helps
entities achieves success. Modern micro and small enterprises
need to anticipate events, be dynamic, react to changes and
use available opportunities in an optimal way. Risk manage-
ment and insurance protection is the basis of such actions.

Brief Literature Overview. Analyzing efficient risk manage-
ment in micro and small enterprises as well as the use of insur-
ance as a risk limiting tool is a subject of analyses in many
countries. The following persons have dealt with this problem:
K. Jajuga (2008) [1], E. Kafkova (2012; 2006) [2; 3], J. Mon-
kiewicz & B. Hadyniak (2010) [4], L. Gasiorkiewicz (2010) [5],
T. Rojek (2011) [6], T. Tarczynski (2001) [7], I. Kwiecien (2010)
[8], Jr. Williams, M. L. Smith & P. C. Young (2002) [9], G. Mona-
ham (2008) [10].

Purpose of the article is to analyse opportunities for making
use of the insurance spectrum available on the market as a risk
limiting tool in relation to the operation of micro and small enter-
prises under dynamic market conditions.

Results. In the global scale, micro and small enterprises
play a crucial role in building economic growth and innovative-
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ness in all industries. Undoubtedly, they are worthy of the name
of a driving force of the economy. Although their scope and
influence on their surrounding is limited, gathered together they
constitute an unbelievable force that imparts a completely new
character on the economic sphere. Due to low levels of employ-
ment and ability to limit their expenditure, they also constitute a
sort of a buffer for state economy in the light of volatile external
factors and crises. It is micro and small enterprises who create
most jobs on the market, demonstrating creativeness and
involvement, which often results in working out new, advanced
technologies. What is also important, companies operating in
this segment of the economy contribute to the development of
the global market. Looking at these companies as a whole, we
can see that the development of these small enterprises con-
firms that owing to them the entire economy and each separate
country gains energy for further development. Just to take a
look at EU statistics, where 98.9% of existing business entities
is micro and small enterprises – see Figure 1.

Also from the point of view of the labour market, this is a
very important group, since this sector generates about 70% of
jobs, contributing to about 60% of the entire Community GDP.
However, we need to emphasize that these companies are sus-
ceptible to an adverse impact of economic and political envi-
ronment and not many entrepreneurs manage to survive on the
market for more than five years. Therefore, creating conditions
that support their growth by various public and social institutions
is an important aspect related to their operation. Optimization of
operation by entrepreneurs themselves, who make decisions
related to an ongoing operation of an enterprise, aimed at safe-
guarding continuity of operation under dynamic market condi-
tions and minimizing risks resulting from existing conditions is
no less important. 

The notion of business continuity is undoubtedly related to
risk materialization mechanisms, as risk is one of the basic eco-
nomic phenomena. Every market participant is exposed to it
and counteracting risk materialization is one of the elements of
efficient management. It particularly concerns business entities
whose savings and capital accumulated by owners are not usu-
ally sufficient to conduct business activities in the face of risks
directly and indirectly related to an enterprise that destabilize
business operation. We need to emphasize that the risk is a
popular term both in economic and colloquial language. It
describes everyday situations, mainly in the context of danger,
and is used as a term describing one of the main phenomena
of economic life. A clear-cut definition of risk is hard to formu-
late. However, we can provide criteria for the term’s use [8]:
• the fact that the future result of actions is unknown but the

identification of future conditions is possible,
• probability of future materialization of particular results is

known.
Talking about business continuity we can refer to a basic

risk-depicting formula: 
R = P * W , (1)
where: R – risk, P – probability of a critical event, W – mag-

nitude of critical event’s impact on business operation.
Analyzing the possible spectrum of risks that occur during

the operation of micro and small enterprises, it is worth getting

acquainted with Global Risk Alliance Pty Ltd. research, who
together with NSW Department of State and Regional
Development in Sydney, in a Guide on Risk Management for
Small Enterprises, presented most common risks that accom-
pany business operation of micro and small enterprises. Risks
have been divided into fourteen categories, including [12]:
• financial – it covers cash flows, budget needs, fiscal obliga-

tions, management of receivables and obligations, remunera-
tion and other issues related to account management;

• organizational – it refers to internal business requirements
and covers cultural, structural and personal issues related to
efficient operation of a company;

• compliance/law – it covers compliance with legal require-
ments, such as legislation, executive regulations, norms,
codes of practice, requirements resulting from contracts; this
category also covers compliance with additional «rules», such
as policy, procedures and expectations specified in contracts
by clients or the social environment;

• operational – it includes planning, operational activities,
resources (including human) and support required within the
framework of business operations, leading to the develop-
ment of a product or service offered by a company;

• commercial – this category includes risk related to the intro-
duction of a product/service on the market, development of an
enterprise, diversification and commercial success; it also
concerns profitability of a product or a service and extends to
maintaining cooperation with previous clients and increasing
their numbers in the future;

• safety – covering safety of all persons involved in operation; it
concerns individual safety, workplace safety, public safety
and safety of products/services offered by companies;

• strategic – it involves planning and determining the scope of
requires resources for creating, maintaining and/or develop-
ing a company;

• equipment – it concerns equipment used during the operation;
it includes usage of equipment, maintenance, depreciation,
safety and updating;

• protection – it covers broadly understood safety of property
and people as well as information, intellectual property and
technology security;

• reputation – it is related to a loss or decline in company’s rep-
utation due to improper functioning of an entity, decline in
product or service profitability or workers acting to the detri-
ment of a company and other persons related to an enter-
prise;

• service provision – it refers to the provision of services, par-
ticularly to their quality and adequacy, method of supply and
quality of contacts with clients (during and after the provision
of service);

• project – it includes management of equipment, finance,
resources, technology and sometimes persons involved; it
concerns both internal operational projects, projects related to
operational development and external projects initiated on
client request;

• shareholder management – it refers to managing sharehold-
ers and covers the identification, establishment and mainte-
nance of proper relationships; it concerns both internal and
external shareholders;

• technological – it covers the implementation, management,
maintenance and updating of used technology; it concerns
the recognition of demand for a given technology and related
costs and benefits within the framework of a company’s
development strategy.

As we can see, micro and small enterprises face many
threats (risks), which can potentially destabilize or even termi-
nate their operation. Therefore, proper management of risk
related to business operation is a very important aspect for an
entrepreneur. 

Company owner or manager, before deciding on a method
of limiting operational risk, should perform a cost-benefit analy-
sis while introducing a risk management system to their com-
pany and to see in what way these benefits are related to the
execution of company objectives. In the case of micro and small
enterprises, it may be problematic do clearly define the objec-
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Fig. 1: Structure of enterprises by size in the EU in 2011 (%)
Source: [11]
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tives and the strategy for enterprise development. However, we
can use a broadly applied Porter’s definition, which resolves the
problem of company objectives in the following way:
• in a short term, the aim of the company is to gain profits,
• in the long term – increasing its actual value and value for

owners.
In this context, we need to state that the basic objective of

an enterprise should be the ability to create value added in the
entire period of development and to execute the assumed strat-
egy (MVA) [15]. In this way, both assumed objectives can be
correlated:

where: EVAt – economic value added in t; t = 1, 2, 3, ..., n –
strategy horizon; 

kt – average weighted capital cost in t-period.
Obviously, due to limited financial and human resources

(and frequently no need for them), owners or managers of
micro and small enterprises fail to apply advanced methods of
preparing and monitoring a company strategy based on a broad
spectrum of indicators, as it is practised at large enterprises and
companies. They operate more intuitively, fulfilling own assump-
tions and flexibly reacting to the need for changes and potential
risks. They also undertake actions aimed at limiting the opera-
tional risk of an enterprise. Obviously, the use of structured
operational risk management is efficient in this regard. We need
to stress that risk management increases the probability of
making proper decisions by company’s managerial staff, which
consequently increases the probability of fulfilling objectives
and safeguarding operational continuity. There is a question of
solutions to be used to this end and methods of optimising risks
at an enterprise.

Analyzing risk magnitude we can distinguish four basic
methods of its limiting:
• risk avoidance, consisting in refraining from activity of this part

of an enterprise or quitting the use of those resources or tech-
nologies that directly generate risk, 

• risk transfer, as part of which the risk is transferred onto ano-
ther entity, by means of legal mechanisms (insurance agree-
ment, storage agreement, facility supervision agreement,
etc.) and organizational or protective actions,

• risk probability reduction via regular risk measurement and
undertaking preventive actions aimed at reducing risk, 

• the effects of risk materialization reduction via developing
response plans in case the risk appears.

However, specificity of an enterprise should be taken into
account at making a decision in this scope. Insofar as large
enterprises can manage most of risks almost freely, the situa-
tion of micro and small enterprises is radically different. Usually,
they do not have any well-developed infrastructure at their dis-
posal and are characterized by limited resources. They do not
diversify their operation, since it is common that they manufac-
ture only one product for one recipient. They do not accumulate
reserves either – their operation is financed on an ongoing
basis. They do not have any creditworthiness, that is why they
finance their operation from own funds. So we can see that the
significance of particular risks is different for a large enterprise
than for a small one, similar as with the risk profile and risk hier-
archy. Therefore, risk management or neutralization possibilities
are far more limited for smaller enterprises. Most often, regard-
less of a risk spectrum that burdens these companies, they use
the cheapest and the most available method of limiting them.
Beyond doubt, insurance is this method, perceived by entrepre-
neurs as an element of optimal protection of company opera-
tions. Insurance, which is perceived by entrepreneurs as an ele-
ment for the protection of business activities, can be one of the
methods. 

Obviously, insurance performs such function, however, it is
not an element that substitutes business continuity process.
Before making a more detailed evaluation, it is worth noting that
we can distinguish two types of risks from the point of view of
insurance:

• clean, which is a consequence of contingencies that are inde-
pendent of our deeds or intentions, the results of which can
only trigger losses (e.g. fire, theft, car accident etc.);

• speculative, which is a consequence of actions undertaken by
us in hope that they bring about benefits (e.g. purchase of
market shares). 

The aim of such classification is mainly to separate insu-
rable and non-insurable risks and to create risk groups that
can be legally regulated, which is necessary to arrange over-
all terms and conditions of an insurance agreement. We need
to note that insurances, being based on a risk dispersion
mechanism and referring to future events, are used to provide
protection from clean risks1. In this context, we need to stress
that insurance is an optimal risk transfer method from the
point of view of an entrepreneur. Competitiveness of insurance
compared to other risk management methods can be evalua-
ted from the angle of criteria that are significant for the
assessment and selection of risk management methods.
From the practical point of view, we can name the following
criteria [16]: 

1. Efficiency – insurance is one of compensatory methods,
i.e. those aimed at levelling out losses triggered by risk materi-
alization in a financial way. Obviously, the efficiency in this area
is measured by the scope and certainty of compensation for
losses, which results from the scope and practicability of insur-
ance protection. We need to emphasize that an appropriate
evaluation of an insurance agreement, reliability of an insurer
and its financial standing is indispensable. Analyzing the scope
of insurance coverage, not only do we need to take account of
compensatory elements, but also the assistance of an insur-
ance company as regards the analysis of risks related to busi-
ness activities and the preventive function of insurances, based
on which measures to prevent an enterprise from damages and
to minimize potential losses are initiated.

2. Cost – when it comes to a price, insurance belongs to
very attractive protective instruments related to transferring
risks related to conducting business activities. We also need to
emphasize that it allows the reduction of fiscal commitments by
incorporating an insurance benefit into tax deductible revenue.

3. Additional benefits – apart from a risk transfer method,
insurances can provide additional benefits to an entrepreneur,
as seen at two levels:
• additional (non-compensatory) insurer’s benefits that can be

expedient in conducting business activities (e.g. assistance).
• advantages derivable from an insurance, other than the right

to compensation or benefit (having the feeling of security,
entrepreneurs are more likely to make non-standard business
decisions). 

It is worth noting that decisions concerning the insurance of
property and interests of an enterprise also derive from poten-
tial losses that are a consequence of an event, which obvious-
ly depends on assumptions made in the process of business
continuity management.

We need to emphasize here that risk assessment and
understanding of the essence and scope of insurance protec-
tion is a key question for entrepreneurs wishing to insure them-
selves properly. Especially in the context of a certain «conflict of
interests» between an insured party, who wants to achieve the
broadest possible protection for the lowest possible premium,
and an insurance company, who undertakes actions to protect
its interests. Insurance companies operating on the market offer
a very broad spectrum of insurance protection aimed at enter-
prises, defining insurable and non-insurable risks for their own
purposes. The most popular proposal of such pattern, put forth
by E. J. Vaughan & T. M. Vaughan (2010) [14], assumes that
insurable (acceptable) risk is the one that meets the following
conditions:
• a given risk type concerns a large group (risk is dispersed);

such situation allows forecasting the probability and econom-
ic results of losses, which constitutes a point of departure and
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(2),

1Obviously, there are also insurance products that offer protection also
in the case of speculative risks, but we will omit them in this study due to
their specific nature.
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a pre-condition for rational calculation of an insurance price by
insurance companies,

• a materialized loss must be measurable and expressed in
monetary terms; this condition is required to assess legitima-
cy of claims of persons affected by damage,

• risk materialization is accidental (unforeseeable circumstan-
ces), which means it is independent of will and acts of an
insured person,

• risk materialization effects, i.e. losses, must not be of a cata-
strophic character.

Therefore, insurers take account of a number of factors
which, on the one hand, allow them a better identification of
risks a company is exposed to, and on the other hand, the best
possible adjustment of products to client needs, taking account
of its size, specificity and range of activities, organizational and
human resources and many more. 

The following Figure 2 presents exemplary areas of insur-
ance protection offered by insurers, however we need to stress
that they do not exhaust the entire assortment of an insurance
offer.

Therefore, as we can see, the spectrum of insurance pro-
tection offered by insurers is very broad and insurance products
(often so-called packages or all risk) are becoming more refined
and tailored to individual needs, which are very important for
micro and small enterprises, which often operate in a specific
market environment and face non-standard risks. This is facili-
tated by market competition, development of modern risk man-
agement mechanisms both on the part of a client and an insur-
ance company and the know-how transfer in the global scale
that allows offering schemes matching client expectations to the
greatest extent. Business entity wishing to conclude an insur-
ance contract establishes such transaction details with an insur-
ance company, as: amount of insurance, insurance variants,
amount of yearly benefit, method of payment or amount of fran-
chise or own shares [17]. Such approach allows the individual-
isation of an insurance scheme aimed at a company, as well as
a more accurate determination of risk parameters, which will
serve as a basis for insurance protection. It allows optimal use
of insurance as a risk management tool in the framework of
ongoing operations of micro and small enterprises, which will
certainly contribute to the strengthening of their security and
their development potential, allowing more efficient competition
with other entities and achieving market success.

Conclusions. Analyzing the problem of using insurances as
a risk limiting tool as regards micro and small enterprises’ oper-
ations, we need to pay particular attention to the following
aspects:
• at majority of these enterprises, risk management issues are

treated somewhat formally and does not result in actually
dealing with them;

• many micro and small enterprises neither carry out opera-
tional risk management processes at all, nor are they pre-
pared for any events that disorganize their operation;

• applying risk management procedures leads to a better use
of available resources and increases workers’, contractors’
and social confidence in an enterprise;

• many entities use insurance as a risk transfer tool to an insuf-
ficient extent, which limits the possibilities for optimizing oper-
ations and stabilizing operational activity. 

Therefore, risk management and the use of insurance can
play a crucial role in managing the company activity and in the
implementation of changes faced by entities. This process is a
tool for achieving success. Modern micro and small enterprises

need to anticipate events, be dynamic, react to changes
and use available opportunities in an optimal way. Risk
management and insurance protection can constitute sup-
port for such activities.
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Fig. 2: Exemplary scope of insurance 

offered to micro and small enterprises

Source: Own research
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