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Abstract 

It's no secret that small and medium enterprises (SMEs) are an important source of economic growth and 

employment in most countries. They've even been called the "lifeblood" and "economic muscle" of those 

countries. Small and medium-sized firms (SMEs) play an important role in the hotel and tourist (H&T) sector 

as direct providers, brokers, and distributors of products. An analysis of the data based on descriptive statistics 

revealed that there was a 1) lack of insurance knowledge, 2) insurance costs, 3) government policies for small 

and midsize enterprises (SMEs), 4) a lack of trust in insurers, and 5) a lack of MSMEs insurance products. 

Lack of small company insurance products, lack of government policy, and low confidence in the insurance 

industry were found to be the main factors inhibiting small businesses from taking out insurance policies, 

according to the findings of the research like this is critical because it provides data that can be used by 

policymakers and health insurers to better safeguard this key segment of small and midsize enterprises 

(SMEs). 
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Introduction 

Small and medium-sized enterprises (SMEs) have experienced tremendous development in recent years, 

making this sector one of the most remarkable in the economy. When a company has fewer members and a 

relatively low sales volume, it is considered a small or medium-sized enterprise (SME). A country's economy 

and level of development influence the definition of small and medium-sized enterprises (SMEs). [1] There 

is a lower restriction of between five and ten workers and a higher limit of between fifty and one hundred 

workers for small-scale firms, respectively. Between one hundred and two hundred fifty employees is the 

upper limit for medium-sized businesses. 

In order for the government to succeed, other service providers must assist the small and medium-sized 

enterprise (SME) industry. Many small business owners and operators have trouble finding the support they 

need from service providers. Significant investment (in the form of service provider help) in SMEs is required 

to build both short- and long-term labour absorption capability, as well as to boost income generation and 

redistribution. [2]  

To remain competitive in the post- detariffing era, general insurers reduced their premiums by nearly half. 

Smaller insurers have reaped the benefits in substantial part. Due to aggressive insurance company selling in 

an unregulated environment, business owners have discovered a wide selection of insurance possibilities. 

From an insurance company's viewpoint, small and midsize enterprises (SMEs) have become a lucrative 

market. [3] Those days of small businesses being uninsurable because of their low premiums and dispersed 

location are long gone. Entrepreneurs are still under the impression that insurance is an extravagance and not  
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something they really must have. Aside from the health and auto insurance sectors, SME insurance is also 

rising rapidly. 

If SMEs and other service providers, such as insurance providers, create a relationship, the SMEs sector's 

success can be enhanced. SME's must have insurance in the event of disasters like a fire or strike or if their 

staff are hurt at work, as these events could leave them vulnerable without insurance. Because of low morale, 

fear, physical relocation, or death, natural disasters often result in the loss of people and Organisational 

knowledge. [4] The proprietors of small and medium-sized enterprises (SMEs) must devise recovery plans. 

Before, during, and after a crisis, these plans should focus on the well-being of employees. Businesses may 

only begin to recover if they are well-prepared for, respond to, and recover from disasters. Having an insurance 

policy in place will ensure that the business can bounce back from any disruption. 

Small and medium-sized enterprises (SMEs) in emerging nations are competing with a much larger informal 

sector. According to a World Bank research, more than 70 % of the estimated 365–445 million micro, small, 

and medium companies (MSMEs) in emerging countries operate informally. In other nations, this figure is as 

high as 90%. In countries with a high level of informality, bringing small businesses into the mainstream is a 

primary priority. Improve the World Bank's 'doing business' standards and provide incentives for small and 

medium-sized enterprises (SMEs), as well as appealing finance sector solutions that complement government 

plans to reduce informality gradually. 

Definition of terms 

Insurance company 

A company that provides insurance coverage in return for premium payments in the form of compensation 

for losses, damages, injuries, treatment, or hardship. In order to calculate the premium, the company first 

estimates the likelihood of a loss and then the cost of replacing (covering) that loss. 

SMES 

Non-subsidiary, independent businesses, small and medium-sized enterprises (SMEs) often have fewer than 

a specified number of employees. This figure fluctuates from country to country. 

As factors of insurance uptake, perceived benefits and constraints 

People try to maximise their expected utility while making insurance decisions, according to the expected 

utility theory (EUT). Clearly, business owners have no idea what will happen tomorrow, but they are aware 

that they will be exposed to some risk, and they may be able to assess what is dangerous in terms of the 

likelihood of an event and the severity of its impact on their current wealth if it occurs (Williams & Balá, 

2014). [5] 

Different segments of society have been affected by the pandemic in different ways. Since March of this year, 

71% of small and medium businesses (SMEs) have reported a drop in revenue, with 30% reporting a major 

drop in sales. Solo traders and tiny SMEs, in comparison to medium SMEs, had their revenues fall by 33% 

and 34%, respectively, as a result of the pandemic, compared to only 23% for medium SMEs. Every firm was 

affected by COVID-19, although some were hurt more than others.  More than half of small businesses in the 

lodging and food service industry reported a significant drop in sales. The retail and wholesale industry and 

finance and insurance industry, on the other hand, saw only one-quarter of their revenues fall significantly. 

[6] 

The importance of insurance to small businesses' survival 

Keeping small businesses afloat relies heavily on their ability to obtain insurance. When unanticipated losses 

are discovered and restored, not only does this help an organization's financial health, but it also improves the 

economy as a whole. Small businesses are also strengthened as a result (Tripathy and Pal, 2007). Others 

 A business could lose its property and even its capital in the event of an accident, but insurance 

compensates for damages that may occur in any of the insured events, which drives commercial 

activity. 
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 As the owner of a business is no longer afraid about incurring losses, he will spend more time to the 

business, which will lead to greater profitability for the business. 

 Safety and security: Insurance provides safety and security from possible losses that may occur on a 

certain occasion and increases productivity 

 Employee welfare: insurance provides for employee welfare, such as disability at work, retirement 

plans, and even death plans, which encourages employees to give it their all, resulting in greater 

productivity and profitability. 

 Collateral is based on studies showing that small firms' hazardous nature causes banks to loosen their 

credit extension to them, but insurance coverage covers their failure risk, making banks confident that 

they can get their money back. [7] 

This pandemic has affected every person, business, and industry. Every industry was affected, from huge 

corporations to small and medium-sized businesses. It was devastating for the SME sector as many enterprises 

shut down and others struggled to stay afloat due to the pandemic. 

Small and medium-sized businesses (SMEs) have now come to see the significance of insurance and how it 

may safeguard their operations in the aftermath of the financial crisis. As a result, MSMEs' insurance needs 

have nearly become mandatory in order to obtain financing. Group health insurance coverage have seen a 

significant increase in demand. 

Small and medium-sized businesses (SMEs) have now come to see the significance of insurance and how it 

may safeguard their operations in the aftermath of the financial crisis. As a result, MSMEs' insurance needs 

have nearly become mandatory in order to obtain financing. Group health insurance coverage have seen a 

significant increase in demand. 

Non-life insurance penetration in India is less than 1% of GDP, compared to the global average of 3%. MSME 

contributes roughly 37 percent of GDP and employs more than 11 crore people, 75 percent of whom are men 

and 25 percent of whom are women. Uttar Pradesh, West Bengal, Tamil Nadu, Maharashtra, Andhra Pradesh, 

Karnataka, Bihar, Madhya Pradesh Gujarat, Rajasthan, are the top 10 states account for 74% of the estimated 

number of MSMEs in India. 

There is still a dearth of understanding among MSMEs regarding insurance during the pandemic, which 

exposes them to risks including as health and business interruption. Only 5% of India's 6.3 million registered 

micro, small, and medium enterprises (MSMEs) are insured, according to estimates. As a result, the potential 

market size is in the neighbourhood of $40 billion. 

Review of Literature 

The tourism and hospitality industry is vulnerable to a wide range of challenges, including political instability, 

natural disasters, health pandemics, and economic crises. These unplanned incidents disrupt business 

operations, putting a strain on the company's finances as well as the mental health of the people who work 

there. Because of this, it is imperative for enterprises to find solutions to protect themselves against such 

adversity, including but not limited to the use of insurance (Rejda, 2012[8]; Williams & Baláž, 2015). [9] 

For example, Brown and Churchill (1999)[10] claim that the risk of big losses is replaced by the assurance of 

making small, regular premium payments under insurance. To put it another way, insurance is an agreement 

between two parties where one party offers financial indemnity in exchange for a premium to the other party 

(i.e. the insured). Business losses and financial burdens can be shifted to an insurance firm by paying an 

insurance premium, according to an insurance policy agreed upon by the parties. 

"The research paper A study on National Insurance Business Limited with specific reference to Tiruchirappalli 

divisional office in 2004 by B. Sekar[11] raised certain points pertaining to the role of insurance company to 

the growth of the Small and Medium Enterprises in 2004. " Tiruchirappalli's public awareness of numerous 

policies is the primary goal of this research work, which aims to investigate the elements that compel 

customers to choose a particular type of policy over another. 
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“Pankaj[12] Grover made a point in the research paper an overview of Indian insurance business to know the 

role of Indian insurance industry in Indian economy development in 2019. To better understand the role of 

the Indian insurance business in India's economic growth, this research paper aims to examine the impact of 

liberalisation and the arrival of private insurance companies in 1991." 

Industry analysis of major general insurance companies in India in 2017 by Raman Kumar[13] raised certain 

points relating to the influence of insurance business to SME's growth. The primary goal of this research paper 

is to examine the future prospects of General Insurance companies in India by analysing a few of the Industry 

Leaders from both the Private and the Public sector to the extent possible and conducting an in-depth analysis 

of their core Ratios, the use of which is limited to the Insurance Sector." 

According to D Camino's research paper, "The assessment and cost of credit insurance schemes for SMEs: 

the role of loan guarantee associations," in 1999, he made a point about credit insurance schemes for SMEs. 

The research paper's main goal is to create a model for valuing the costs and benefits associated with loan 

guarantee programmes." 

"O Akinradewo[15] made a point relevant to Overcoming the issues experienced by construction industry 

SMEs in the study paper Overcoming the challenges encountered by construction industry SMEs in 2019." 

Small and medium-sized businesses confront the difficulty of having leaders who have little or no knowledge 

of insurance policies, resulting in a lack of knowledge about how to minimise risk or receive the greatest 

insurance policy coverage. 

Objective 

 For this study, the goal was for researchers to learn more about the variety of factors that influence the 

uptake of insurance among small and midsize enterprises. 

 Findings from the study were aimed at determining the most important factors that influence small 

and medium-sized enterprises' (SMEs) interaction with insurance carriers. 

 To find out if establishing a commercial relationship between SMEs and insurance providers is 

affected by holding an insurance policy and being approached by an insurance broker. 

Research Methodology 

The internet has been used to do basic or fundamental research. In other words, a secondary source is where 

the information is coming from. A third-party database was used to gather and compile the information. The 

entire research was done with the help of electronic databases, i.e., the computerised database, as the external 

source of information. To conduct this research, we consulted the Google Scholars database of published 

research articles. 

Result and discussion 

No single definition of SMEs has emerged from the literature research, however many authors tend to describe 

SMEs on the basis of either yearly turnover or number of employees, which are summarised below[16]. 

Size of the Business Turnover Employees 

Small Less thank R2 million to 
R25 Million 

5-20 

Medium  Less thank R2 million to 
R50 Million 

20-200 

 

Table .1 SMEs Definition 
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For the purpose of providing a framework for the integration and interpretation of data, conceptual 

frameworks consist of a collection of broadly defined and logically arranged ideas. [17] As a risk management 

tool, the owners of small and medium-sized enterprises (SMEs) are more likely to take out insurance policies 

if they have a 1) lack of insurance expertise, 2) a high cost of insurance, 3) a government policy on insurance 

for SMEs, and 4) a shortage of insurance products for SMEs. 

 

Fig. 2 The conceptual framework 

These five characteristics were used as independent variables, meaning that any change or manipulation of 

one causes the dependent variable to change, hence increasing or decreasing the capacity of SMEs to take 

insurance. The research model depicted in Fig. 2 was created to aid in determining the elements that influenced 

SMEs owners' propensity to use insurance as a risk management strategy. [18] 

 

Fig. 3 SMEs desire to insure their businesses 

A growing number of business owners want to protect their investments by purchasing insurance policies, as 

illustrated in the graph above. There were 83 people who highly agreed (69%), 10 who agreed (8%), 9 who 

agreed but were unsure (7%), 15 who disagreed (13%) and 3 who severely disagreed (3 %). [19] 
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Fig. 4 List of Factors 

According to the data in Fig. 4, one of the most significant findings is the scarcity of insurance plans 

specifically designed for small businesses. This finding was corroborated by interviews with insurance 

providers. As a result of these and other factors, many small businesses choose not to invest in insurance as a 

management tool. Insurance is not required by law, insurance products for small businesses are lacking, and 

a lack of insurance policy knowledge is a significant deterrent for small businesses. [20] 

Conclusion 

The study's main goal was to determine which factors had the most impact on the development of relationships 

between SMEs and insurance providers. The research has led to the conclusion that factors such as an insurer's 

reliability, staff knowledge, and brand name have a significant impact on a SME's decision to establish a 

connection with an insurance provider. The development of relationships between SMEs and insurance 

carriers requires the training of SME owners/managers. This demonstrates that insurance companies have not 

offered SME owners/managers any form of training or educational seminars. As a result, it's reasonable to 

conclude that SMEs are unaware of the numerous insurance options accessible to them for managing risk. 

Unpredictable weather phenomena are occurring all around the planet. Floods, fires, and other natural 

disasters might occur as a result of these unfavorable conditions, and SME owners/managers must be prepared 

for these and many more tragedies.  
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