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Often we hear business owners complain about 
the cost of insurance, particularly workers 
compensation. They proclaim that there is 
nothing they can do because the State sets the 
rates. Although that is partially correct, there 
actually may be a great deal a business can do 
to reduce the costs for workers compensation 
(as well as other business insurance).

Determine that the correct rating classifications 
are being used for your business activities

Although workers compensation rates are determined 
by the State Compensation Rating and Inspection 
Bureau (CRIB) or specific carrier filings, too often 
we find the classification used by the insurance 
company may not be the most appropriate to the 
business activities or is even contrary to the rules 
established by CRIB.

The insurance company cannot change your  
classification without CRIB approval.

For some companies, there may be several classifica-
tions that may be considered appropriate for your 
business activities and there can be a considerable 
rate variable between them. There may be several 
reasons the insurance underwriter will want to use 
a different rate and classification than assigned by 
CRIB—and you won’t even know if they are within 
their rights to do so, unless you ask.

Some common business categories which may be 
subject to classification issues include:

Construction•	
Manufacturing (with separate warehousing •	
or trucking)
Retail or Wholesale •	
Trucking•	
Delivery Services•	
Home Health Care Services•	
Appliance Installation or Repair•	
Landscaping/Lawn Maintenance•	

Your broker or consultant has access to (1) information 
which would confirm the assigned classification by 
CRIB compared to that being used by the insurance 
company and (2) the rates for the various classifi-

cations. Should you find an error (even if it is several 
years after the fact) you may have a case to recover 
any overcharges incurred. 

Don’t pay more than necessary because of an 
incorrect experience modification

Most businesses that have been established for a 
few years and that generate a specific premium level 
are eligible to receive an experience modification. 
This factor is determined to measure your business 
against the average business in your industry. If you 
have better experience than the average you receive 
a reduction in premium. If you have more claims 
than the average your premium is increased by the 
experience modification. 

The calculation of the experience modification by CRIB 
or NCCI is based on the payroll, premium and claim 
information supplied by the insurance company. This 
information may not be accurate. A review of the 
factors can be retrospective going back several years 
and corrections that result in premium savings can be 
significant. In addition, current claims should be evalu-
ated to determine if settlement options are available in 
order to reduce future experience modification effects. 
Such analysis should be performed at least annually 
and should be completed in advance of your renewal 
to effect the experience modification used.

The true costs of High Deductible and  
Retrospective Rating plans

For various reasons, businesses may have elected to 
have their insurance provided on a deductible or  
retrospective rating plan rather than on a guaranteed 
cost basis. It may be that the insurance company 
is unwilling to write the businesses without an alter-
native plan due to prior claims experience. It may 
be that the business experience has been favorable 
and they wish to retain greater control and cost 
savings potential. There are indeed some very good 
reasons to use such plans, provided you go in with 
your eyes wide open. The element of surprise can be 
significant if you don’t understand the true costs of 
these programs.

Especially with Retrospective Rated plans, the effects 
of claims can be reflected in plan calculations for 
years after the policy term expires. Sometimes it 






