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Running a Consulting 
Business

The consulting industry has continuously expanded to cater to the increasing 
demand for professional advice for an array of specialized fields ranging from 
industries like real estate and business management to telecommunications. To 
keep up with the high demand, consultants are hiring employees and becoming 
more dependent on technology to store sensitive information. However, these 
advancements have also increased the exposure that small consulting firms face. 
And, as the saying goes, “With greater risk comes greater responsibility.” Even 
though consultants often think of their services as low-risk, they still need to be 
prepared for the most common threats they’ll face like a lawsuit brought by a client.



› Commercial Auto Liability
› Miscellaneous Professional Liability
› Cyber Liability
› Umbrella

Who is this guide for?

The purpose of this guide is to provide detailed descriptions and explanations of 
the business insurance policies consultants and consulting firms should consider 
putting in place to properly protect their practices.

Independent Consultants
Independent consultants and small consulting firms will be able to 
operate with a relatively standard package of coverage. They do, 
however, need to pay attention to the contractual requirements 
mandated by clients and potentially negotiate them down.

Specialty Consulting Firms
Larger and specialty consulting firms with a staff of consultants will 
face unique and industry-specific risks and threats requiring more 
unique tailored policies like miscellaneous professional liability, 
miscellaneous errors and omissions, and cyber liability insurance.

What We’ll Cover



The Foundation

Like every company, your current consulting company or future firm should have 
a foundation of insurance at the very least. This would include a general liability 
insurance policy or business owners’ policy (BOP). General liability insurance is 
coverage that protects and pays a third party if your company’s product or service 
is said to have caused injury or property damage. In comparison, business owners 
policies are a more flexible insurance plan that adapts and caters to the needs of 
your company. In addition, if you have or desire to have your business located in an 
office or retail space, all lease agreements will require, at the very least, a general 
liability policy, so you could have two benefits for the price of one insurance policy. 
In other words, a business owners policy is a more cost-effective way to have a 
range of coverage for your business.

Business insurance for consultants is extremely affordable from Layr with our basic BOPs 
starting as low as $40 per month.



The best consultant insurance strategies 
package complementary policies.

Layr CEO Phillip Naples

‘‘



Commercial Auto
Liability

In addition to general liability, it would be a good idea to invest in commercial auto 
liability insurance. Because consulting is a very hands-on profession and is known 
for the personal on-site client interactions, there is a higher risk for car accidents 
while you or your consultants are commuting to the job. Having a business auto 
liability insurance policy provides you with a cushion in case your employee or 
yourself are the party at fault in an automobile collision. This policy is especially 
important because personal auto insurance coverave will not respond if the accident 
occurred while bing used for businesses. The commercial insurance policy covers 
all the costs of property damages and physical injury that occurred as a result of 
the accident while you were commuting to a client meeting. Do not cause yourself 
unnecessary stress from the possible risks of litigation or high expenses from a 
work-related auto accident and allow a commercial auto liability insurance policy 
to put your mind at ease.



Miscellaneous Professional 
Liability

We are all human and mistakes are bound to occur whether we anticipate them 
or not. This being the case, a miscellaneous professional liability policy, or errors 
and omissions as it is commonly referred, was created to counter the effects of an 
unforeseen event. Today, time is money; therefore, people tend to be much less 
understanding about any mistake that may occur while you are providing your 
consulting services. As a result, there is the potential risk for lawsuits. This type of 
liability insurance aids by providing protection for errors with or failures to provide 
your consulting services. For example, you or your consultant might have a client 
who misunderstands the advice given or you might overlook an important fact that 
results in providing false guidance resulting in a lawsuit being brought against your 
consulting firm for failure of services. In this situation, the client could assert that 
your service was fraudulent and misleading because of the miscommunication or 
error and the resulting lawsuit by your client to compensate for something like lost 
revenue after using your service would be a significant blow. However, it does not 
stop there. The customers of your client who may have been adversely affected 
by the advice that you gave as a consultant might also have a basis to file a 
lawsuit against your practice. Miscellaneous errors and omissions insurance would 
respond to cover the costs associated with defending and settling these lawsuits 
potentially saving your consulting firm from bankruptcy.

Keep in mind, consultants providing legal, tax, audit, or insurance-related services would all be 
excluded from miscellaneous professional liability and need separate specialized types of errors 
and omissions.



Cyber Liability

Nowadays, our society is configured to operate in the new age of electronic 
innovation. Businesses are constantly evolving to cater to the tech-based, customer 
centric market by storing sensitive information online. In an effort to save time, 
effort, and money these methods have inherently created more risk. As business 
consultants, you likely have access to vast databases and software systems 
containing sensitive information such as confidential client records. A breach linked 
to your consulting services could be costly to both your company reputation and 
bank accounts. Therefore, you must ensure that these records are kept safe by 
protecting your electronically stored documents. However, regardless of the data 
security policies you put in place, breaches still happen. This is where insuring 
your company from data breaches as a result of threats such as hackers, physical 
data theft, viruses, and phishing is essential. If sensitive records are hacked or 
obtained maliciously, a cyber liability insurance policy will protect your consulting 
firm’s reputation and assets by settling lawsuits between those effected by the data 
breach and your company.

It is best to pair the cyber liability policy with a miscellaneous errors and omissions 
policy so that the E&O policy covers the potential failure of a service while the cyber 
liability protects the risk associated with the breach and loss of confidential client 
information. For a more detailed guide regarding these two types of insurance, 
make sure to read our informative article about the difference between cyber 
liability and technology errors and omissions insurance.



Umbrella

In addition to the other policies, consider adding an umbrella insurance policy 
to your liability insurance packages. This is a beneficial tip because adding an 
umbrella policy will be cheaper than increasing the coverage limits of your other 
policies. The umbrella policy provides a protective insurance layer that guards 
your company from losses if your original policies do not cover the full amount of 
a claim. Further, umbrella coverage helps prevent major losses due to claims and 
lawsuits, and it helps your company preserve its assets. In addition, as a consultant, 
you may run into a new client that requires certain insurance coverage or limits in 
the newly formed contract. In our experience, consultants are often required by 
their clients to carry an umbrella policy with specific limits. In these instances, we 
usually suggest that our customers attempt to negotiate the limits being required 
by the client contract in terms of the umbrella limits because contracts often require 
limits that are unreasonably high.

As a rule, umbrella insurance only extends to other liability insurance policies. For example, 
umbrella policies do not provide additional protection for property insurance. Additionally, cyber 
liability insurance is an exception to this rule. So, because it’s excluded from umbrella protection, 
make sure you’re always selecting an appropriate limit when purchasing cyber liability or data 
breach insurance.



The product you need but 
never want to use.

Obviously, we hope that everyone reading this never needs the insurance products 
we sell, but we know that a thorough and comprehensive liability insurance strategy 
is key to running and growing a successful consulting practice or company. We hope 
you’ve found this guide helpful in understanding the roles that the various insurance 
policies we discussed fill and why each is uniquely important to consultants.



Layr has created a smart business insurance platform that enables businesses 
to purchase and manage their liability insurance online from anywhere. Our 
recommendation engine walks customers through the process of selecting the 
right insurance for their company, instantly quoting a monthly price that can be 
paid with a credit card, and intelligently matching the selection with the A-rated 
insurance carrier best suited to provide the coverage.

Interested in learning more? Feel free to give us a call at (888) 897-4428, email us 
at hello@layrins.com, or visit our website at www.withlayr.com.

How We Can Help?


