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• Results strong despite a 10% decline in bottom-line net premiums 

written driven by lower payrolls as well as rate decreases in 

most states.

• Combined ratio of 91.1 in 2020 was a few points higher than in 2019, but 

still reflects profitable underwriting. 

• WC underwriters have benefited from a decline in lost-time claims 

frequency tied to efforts to improve workplace safety. 

– Also declines in fraud, workplace accidents and defense costs.

• Yet, AM Best’s has a negative market segment outlook for WC

– This reflects the “continued uncertainty about the effects of COVID-19, 

from an economic and a regulatory perspective, as well as a 

legislative one as states consider presumptive legislation stemming 

from the pandemic.”

Workers’ 

compensation 

continued to 

generate better 

underwriting 

results than other 

P/C lines of 

business.

Workers’ compensation profitability
A.M. Best Market Segment Report (September 21, 2021)

For more information see: Best’s Market Segment Report: Workers’ Compensation Results Still Outpacing Other U.S. Property/Casualty 

Insurance Lines

https://news.ambest.com/presscontent.aspx?refnum=31208&altsrc=9
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2020
WC calendar year private carrier

Net written premium decreased from 2019 by 

9.5% to $38.0 billion.

Combined ratio was 87.0%.

Operating gain was 23.2%.

WC calendar year private carrier 
(preliminary and subject to revision) 

Direct written premium (DWP) declined 

through the first two quarters of 2021, 

compared with DWP through the first two 

quarters of 2020.

Direct loss ratio through the first two quarters 

of 2021 is similar to that observed through the 

first two quarters of 2020.

2021

WC profitability
NCCI analysis
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• Reported claim counts are down significantly since the start of COVID-19, across all industries, even those 

including businesses deemed “essential.” 

• Closed claim counts were slightly down year over year in Q120 but have reduced significantly since then with a 

decrease of 15.4% in 2020 Q2 and another large drop in 2021 Q3 of 11%.

• COVID-19 claims as a proportion of total claims reached a peak of 26.5% in January 2021, preceded by 

another spike in December 2020 of 24.7%. 

• For 2021, the proportion of COVID-19 claims to total WC claims was 8.88% through 9/30/21, and was highest 

in states with presumption laws/rules that cover all employees.

– 49.2% of reported claims in January 2021 in these states were COVID claims. 

– Strongly driven by companies included in the study in the healthcare delivery industry.

• The ratio of indemnity claims to total claims is up significantly during the pandemic and is putting upward 

pressure on loss costs. 

– Indemnity claim counts increased since Q2 2020. 

• The average age of an open claim appears to have increased by approximately 2 months since the start 

of COVID-19.

Oliver Wyman COVID-19 claims trends spotlight update
Through September 30, 2021
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COVID claim tends

117,375
COVID-19 claims were reported with a total incurred of $439 
million and an average incurred of $4,112 ($5,701 excluding $0 
incurred claims). 36.1% of COVID-19 claims were denied.

90.4%
of COVID-19 claims are now closed and the average paid was 
$1,193 ($1,695 excluding $0 paid claims). 57% of these closed 
claims had no indemnity or medical payments.

9.6%
of COVID-19 claims are still open with an average incurred of 
$31,553 ($35,617 excluding $0 incurred claims).

1.4%
of COVID-19 claims were litigated.

46.6%
of COVID-19 claims were from healthcare industry clients.

COVID-19 claims had a higher 
indemnity rate than non-COVID-19 
claims on average (31.4% vs. 24.2%)

COVID-19 claims had a lower 
average incurred than non-COVID-
19 claims ($4,112 vs. $8,733)

COVID-19 claims had a shorter 
average duration than non-COVID-
19 claims (62 days vs. 92 days)

Claims with telemedicine peaked 
in May 2020 at 16.9% and this 
included 14,527 claims

Telemedicine usage leveled off in 
September 2020, but the current numbers 
remain higher than pre-pandemic totals.

For surgery claims with telemedicine, the 
average savings results include 10% lower 
total incurred costs and 20% fewer 
temporary total disability days.
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Source: NCCI, Workers Compensation Frequency & Severity – What’s COVID Got to Do With It?

https://www.ncci.com/Articles/Pages/Insights-WorkersComp-Frequency-Severity-COVID.aspx

• Frequency was unchanged and severity declined in 2020.

– Overall claim frequency was down 0.1%.

• Down 6.8% when COVID-19-related claims are excluded.

– Severity decreased whether or not the reported COVID-19-related claims were included in part due to a 

higher frequency of small, less-costly claims and a higher share of indemnity-only claims including COVID-

19-related quarantine claims.

• Last 4 years had annual increases in countrywide average claim severity.

• Other key findings included:

– Frequency of small claims increased.

– Changes in claim frequency and severity varied across industry groups.

– Frequency decreased significantly for motor vehicle accidents in 2020.

– COVID-19 resulted in an increase in claims relating to the chest/trunk part of body.

– Claim frequency for occupational disease and cumulative trauma injuries declined in 2020.

COVID-19’s impact on workers’ compensation (2020)
NCCI findings – November 2021
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COVID-19’s impact on workers’ compensation
Multi-bureau collaboration – December 2021

• Representation from the WC bureaus in CA, DE, IN, 

MI, MN, NJ, NC, PA, WI and the National Council on 

Compensation Insurance (NCCI) .

– Claims information from 45 jurisdictions, 

representing $630m in incurred loss dollars 

across 80k COVID-19 claims.

• Findings

– Indemnity-only claims emerged as a significant 

share of reported COVID-19 claims.

– COVID-19 indemnity claims closed more 

quickly than non-COVID-10 indemnity claims.

– In aggregate, COVID-19 claims that remained 

open have relatively higher case reserves.

– The ratio of paid to paid + case losses on 

COVID-19 claims is lower than that for non-

COVID-19 claims.

Claim Count Ranges

Excluded

Less than 500

500 – 1,600

1,600 – 3,000

3,000 – 6,000

Greater than 6,000

Source: WCIRB, COVID-19's Impact on Workers' Compensation 

https://www.wcirb.com/news/wcirb-releases-multi-bureau-covid-19-analysis



Current state of the 
WC market

A business of Marsh McLennanA business of Marsh McLennan
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Market still positive

Insurers remain focused on 

increasing their market share.

Markets writing WC as a new 

line can help to offset some of 

the  increases in the auto or 

GL lines with a combined 

offering.

Workers’ compensation market trends

Loss sensitive rate trends

Guaranteed cost rate trends

WC Avg 3Q21 Trend

-2.1% 

WC Avg 3Q21 Trend

-4.8% 

Market trends

The primary casualty market 

remained fairly consistent with 

the last two quarters; workers’ 

compensation continues to be 

the driving factor of competition 

amongst the primary insurers.

Insurers continue to target WC 

as the growth area for their 

books.
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Workers’ compensation
Distribution of rate changes 3Q21

Rate changes

Insurers will typically agree to 

lower rate increases on the 

GL/auto lines – as long as 

the WC line is profitable.
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Workers’ compensation state of the market

Rates

Competitive rate environment continued in the 3rd 

quarter with a slight trend to single digit increases. 

Loss sensitive renewals had a flat rate (15%) or 

flat to +10% (38%).

WC still desirable

Workers’ compensation remains the desired line 

of coverage within casualty for the marketplace. 

We anticipate that competition will generally 

remain healthy with a continued focus on 

profitability for the remainder of the year.

Underwriting best practices

Detailed submissions have helped to improve 

results e.g., estimated and historical payrolls, five 

to seven years of loss history, employee 

aggregation information and badge swipes, as 

well as return to office plans, etc.

COVID-19 claims

Insurers remain watchful on what the full impact of 

COVID-19 claims will result in with presumptive 

legislation ongoing in several states.

Integrated disability?

Blurred lines between work and home 

environment may make integrated WC/Disability 

programs worth consideration.



Current and 
emerging trends 
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Rebuttable presumptions expiring, evolving

Pandemic presumptions

• Many states introduced legislation, executive orders, 

or regulations affecting COVID-19 workers’ 

compensation claims.

• A number of these established rebuttable 

presumptions that workers in some industries and 

settings — including healthcare — who contracted 

COVID-19 had done so during the course and scope 

of employment but almost all have expired.

Presumptions beyond COVID-19

• In 2021, at least a dozen states considered legislation 

that would establish WC presumptions for infectious 

diseases and pandemics. 

• In addition to COVID-19, also contain terms such as 

“contagious disease,” “COVID-19 or similar disease,” 

or “other future qualifying pandemic.” 

– Many of these proposals do not include sunset 

provisions or expiration dates.

– Tennessee and Washington have enacted 

legislation to date.
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Bottom line

In all of these 

cases – as in all 

workers’ 

compensation 

claims – the facts 

of a claim and 

jurisdiction will 

ultimately 

determine the 

outcome.

COVID-19 vaccinations
Compensability for adverse reactions

Employer Mandated

Likely that a workers’ compensation claim filed by an employee with 

an adverse reaction would be found compensable, as the vaccine 

could be seen as a requirement for work.

Employer Offered

If the employer offers the vaccine and potentially advertises its 

availability through company emails and signage, an employee that 

files a claim for an adverse reaction may be granted WC benefits even 

if vaccination is voluntary and not mandated by an employer.

Personal

Employees who decide to be vaccinated on their own — without any 

requirement, influence, or advertisement from their employers — may 

still be able to file WC claims due to adverse reactions.

To be deemed compensable, an employee would need to prove that an 

injury was related and/or connected to the course and scope of 

employment and meet compensability requirements within the 

relevant jurisdiction.
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– Study by the Department of Health 

and Human Services and the 

Department of Justice

Even among those with initially mild 
illnesses, ‘some people continue to 
experience symptoms that can last 
months after first being infected, or 
may have new or recurring symptoms 
at a later time…’

COVID-19 — long term health issues 
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Source: National Conference of State Legislatures https://www.ncsl.org/research/health/state-

medical-marijuana-laws.aspx

Legalized marijuana and workers’ compensation

Source: National Conference of State Legislatures

https://www.ncsl.org/research/health/state-medical-marijuana-laws.aspxNo public cannabis access program

CBD/Low THC program

Comprehensive medical cannabis program

Adult use only no medical regulated program

Adult & medical use regulated program

November 29, 2021: This map is up to date and reflects overturned 

measures in Mississippi and South Dakota

* = Measures approved by voters in Mississippi for medical use and South Dakota for 

nonmedical use were overturned in 2021.

• Marijuana remains illegal at the federal level.

• States continue to legalize marijuana through 

legislation and ballot measures.

– 2021: Connecticut, New Mexico, New York, 

and Virginia legalized marijuana for 

recreational purposes.

As states legalize medical and recreational use of 

marijuana, employers face two critical questions: 

1. Are injuries sustained by employees under the 

influence of marijuana compensable under state 

workers’ compensation laws? 

2. Should medical marijuana be accommodated or 

reimbursed for those with a workers’ comp claim?
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An intoxication defense may also be complicated by the 

fact that marijuana can stay in a person’s system for 

months.

This means that it can be extremely difficult for 

employers and workers’ compensation courts to 

determine whether an employee was actually impaired 

at the time of a workplace injury. 

Legalized marijuana and workers’ compensation
Intoxication defense?

Most jurisdictions— employer must prove that 

intoxication or impairment was the sole cause of the 

injury in order to deny a workers’ compensation claim.

• Contributing factors —a wet floor, a falling object, or 

an equipment malfunction — could invalidate an 

intoxication defense, whether for marijuana, alcohol, 

or other drug use. 

• The employer may be able to terminate the 

employee for drug use, but still be obligated to 

provide coverage for the WC claim. 
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Legalized marijuana and workers’ 
compensation
Reimbursable form of medical treatment? 

Recent Case Law to Reimburse 
Recent Case Law —

Reimbursement NOT Required  

• 3/21 NH: Supreme Court ruled, in Appeal of 

Andrew Panaggio, that the federal Controlled 

Substances Act does not preempt the state’s 

compensation appeals board from ordering an 

insurer to reimburse a claimant for medical 

marijuana expenses incurred as a WC 

treatment.

• 4/21 NJ: Supreme Court ruled, in Hager v. 

M&K Construction, that an employer can be 

ordered by a WC court to reimburse a claimant 

for reasonable costs related to prescribed 

medical marijuana as a WC treatment.

• 4/21 NY: Appellate court ruled in Matter of 

Quigley v. Village of East Aurora that a WC 

insurer must reimburse a disabled police officer 

for the cost of his medical marijuana.

• NY: Has continued with cannabis reform this 

year, announcing an updated drug formulary —

making the request for medical marijuana to be 

a prior authorization medication.

• 10/20 MA: Supreme Judicial Court ruled, in

Daniel Wright v. Pioneer Valley, that a WC 

insurer cannot be required to reimburse a 

claimant for medical marijuana expenses as a 

necessary and reasonable medical treatment.

• 6/21 AR: WC Commission ruled, in Jones v. 

Amercable Corp., that a WC insurer is not 

required to reimburse for marijuana as a 

medical treatment.

• 10/21 MN: Supreme court issued two 

companion decisions – Musta v. Mendota 

Heights Dental Center, and Bierbach v. 

Digger’s Polaris - In these cases, the 

Minnesota Supreme Court answered “No.” Due 

to issues of “federal preemption,” Minnesota 

employers and WC insurers cannot be 

compelled to violate the federal Controlled 

Substances Act by providing for an employee’s 

use of medical cannabis.

Advocates for 

marijuana’s use in 

workers’ 

compensation argue 

that it is effective in 

treating pain while 

being less expensive 

and less addictive 

than both opioids and 

alcohol. Marijuana, 

however, has not to 

date become a routine 

form of treatment in 

workers’ 

compensation claims. 



23

Pharmacy / opioids in workers’ 
compensation

Important to work with 

your PBM to actively 

manage pharmacy 

costs, as well as

• Limit the use of 

physician 

dispensed 

prescriptions

• Compound 

medicines

• Specialty drugs

• Prescription spend has been decreasing as a percentage of overall 

claims cost but still significant.

– Overall pharmacy spend and number of opioid prescriptions have 

been on the decline.

– Doctors have been looking for alternative pain management 

treatments.

– Long-term usage of opioids is one of the most significant 

contributors to claim duration and long-term claim cost for WC 

claims.

– Any claim that is positive for opioid use, should be flagged by your 

claim provider and medical resources should be engaged.
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Telecommuting

Before a claim

• Basic work rules/requirements 

• Establish clear working time and 

productivity expectations 

• Communicate policies and expectations

• Ergonomic reviews

• Equipment allowances

• Establish specific protocol with claims 

administrator and reporting timelines for 

WFH claims

• Develop a safety and security checklist

During the claim

• Thorough investigation

• Channel care to effective health 

care providers

• Claims advocacy approach 

with employees

• Communication

Post-loss strategies

• Be creative in 

return-to-work accommodations

• Provide ergonomic support for 

employees returning

• Assess employees individual needs

• Communication
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Prior to the pandemic, more adults 

were experiencing mental illnesses 

than ever before.

• 19% of adults experienced a 

mental illness in 2017.

• In 2019, about 1.5 million 

people more than in the previous 

year’s dataset, according to 

Mental Health America. 

COVID-19 has only accelerated 

this trend:

• 4 in 10 adults reported 

symptoms of anxiety or 

depressive disorder, vs 1 in 10 

adults who reported the same in 

2019. 

Mental health issues are similarly 

widespread in the workplace 

where surveys have shown 

nearly 25% of the workforce suffers 

from depression. 

Employees with depression are 

absent from their jobs 2X as often 

and have 5X the “lost productive 

time” of their peers. 

According to McKinsey, 23% of 

employees with mental-health or 

substance-use disorders drive 60%

of overall workers’ compensation 

medical spending. 

People with mental health conditions 

suffer 2 to 6 times the frequency of 

concurrent physical conditions 

of those who don’t struggle with 

these challenges. 

Mental health and workers’ compensation

Mental health challenges can have a significant effect on an injured employee’s recovery process, and as the 

pandemic continues, it’s more important that the industry as a whole continues to put a focus on these issues and 

on providing injured employees with the mental health care and resources that they need.
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Mental health workers’ compensation claims

WC for workplace-related mental injuries

NCCI monitored 68 bills addressing this topic including more than 47 bills related to post-traumatic 

stress disorder.

In 2021, 9 states enacted legislation addressing workers compensation coverage for mental injuries: 

CT, ID, ME MD, NE, NH, UT, WV, and WI.

Defining “mental injury”

States have unique definitions.

• Kansas considered legislation addressing coverage for mental injuries arising from physical 

injury, emotional shock, or a series of work-related events. 

• Kentucky proposed legislation which defined “injury” to include psychological injuries for certain 

employees.
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Telemedicine in workers’ compensation
How telemedicine can add value

Quicker inquiry

Promote claims advocacy -

compassion

Tele-rehab - ability to do therapy 

from your home

Immediate access to care -

especially in time of pandemic

Availability of medical 

professionals to trust

Facilitate intake and triage
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Telemedicine adoption

As of  10.31.2021

8% of claims with doctor visits 
in 2021 had a telemedicine visit

• The number of claims with telemedicine 
visits has stayed flat in 2021

• Telemedicine visits began to increase 
significantly in April 2020  with very little 
claim volume utilizing telemedicine prior 
to that point
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Resources need to 

be applied to those 

claims with the 

greatest potential 

exposure and the 

use of analytics to 

identify these 

claims needs to be 

part of your claims 

management 

strategy.

Technology in workers’ compensation
Analytics

Use of escalation alert models to identify potential high-cost 

claims early, allowing claims staff to intervene sooner. 

Benchmark your claim performance to understand the impact 

of the ever-changing market.
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Leveraging technology

Artificial intelligence Machine learning Application
programming interface

Robotic
process automation



31
31 © 2021 Sedgwick - Do not disclose or distribute.

Smart.ly

Incident and claims reporting for a broad spectrum of claims and 
events

Auto processing for no-touch, low-touch or fast track claims

Reporting and resolution of customer service issues

Low-cost property or good damage claims

Health check surveys for potential COVID-19 symptoms

Vaccination tracking for COVID-19, flu, hepatitis and other 
disease

Health plan incentives tied to wellness programs
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People first | Attracting and retaining talent

U . S .  J O B  M A R K E T

• 4th straight quarter of the highest wage growth in 40 years

• Competitive job market with higher turnover rate

• Early retirements and post-COVID career migrations

S E D G W I C K  S T R A T E G Y

• Hired new talent acquisition team

• Ramped up next-gen industry advancement program training

• Launching new hiring campaign

• Focus on meaningful career and professional development

• Agile work environment



Q&A

Audience members can submit questions 
for the panel by typing them into 
the window at the bottom of your 
computer screen.

If your question is not answered during 
today’s program, someone will get back to 
you shortly.
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