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Executive Summary
The Construction Insurance market began a noticeable 

transition in late 2019 with multiple lines of coverage 

experiencing material increases in pricing. With the  

COVID-19 pandemic and civil unrest across the country, 

market hardening has continued into 2020 and bled 

into additional product lines. Furthermore, litigation and 

legislation trends threaten to expand the risk for employers, 

which adds to the pressure on carriers to reevaluate their 

underwriting appetite.

This Construction Insurance Market Update provides an 

overview of what is a dynamic, evolving market—so you can 

establish realistic expectations for your insurance spend. As 

always, your coverage terms and pricing will be affected by 

macro market events as well as areas within your control, 

such as your own risk mitigation efforts, claims history, 

nature of operations, and volume of work. 

We highly recommend working closely with your broker 

early in the process to establish a clear marketing strategy, 

develop a renewal budget, secure adequate underwriting 

details, and where necessary, schedule meetings with carrier 

leadership to best tell your story. Buying decisions may 

warrant an evaluation of varying retentions, alternative risk 

financing, and program limits.

Ultimately, those who are proactive and transparent in 

their approach will mitigate surprises and secure the most 

favorable program terms in this market.

2020 premium increases are the highest they've been in the past 10 years.
Premiums are rising as the Construction Market continues to harden, bleeding into additional product lines.  
Causes include pandemic, civil unrest, litigation, and legislation.
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Workers' Compensation

           Market Trend: 0%–5% increase

In an insurance market where almost all lines of business 

are feeling rate pressure in the form of premium increases, 

workers' compensation remains relatively stable. Carriers 

have experienced profitable combined ratios (premium 

collected versus losses and expenses paid out) over the last 

several years. We are starting to see some deterioration in 

carrier profitability over recent quarters and some insurers 

are expecting their combined ratios to reach 100% by the 

end of 2020. 

Manual workers' compensation rates are increasing at a 

modest rate to compensate for increasing medical costs.

The current impact of COVID-19 on insurance claims remains 

low. Legislative trends, however, could cause an increase in 

cases, which is prompting many carriers to reevaluate their 

pricing approach. 

As published in our post-termination claims article, we are 

expecting these types of cases to rise.

General Liability

Market Trend: 5%–15% increase

The first quarter of 2020 recorded moderate rate increases 

in General Liability for most construction risks. 

In an effort by carriers to maintain competitive terms and 

offset increases from auto and umbrella pricing, many 

underwriters have suppressed their General Liability pricing 

over the last few quarters. As the legal climate continues to 

deteriorate, we expect the General Liability product line to 

begin to harden. 

Carriers are starting to push more restrictive terms. Wildfire 

and Communicable Disease are notable exclusions that 

carriers are looking to add.

Mitigation Strategies

• Explain how your company is addressing  
working conditions and COVID-19 compliance.

• Develop new safety protocols and make 
adjustments to safety manuals to address  
new OSHA work requirements. Develop  
protocols in the event of COVID-19 positive  
tests in the workplace.

Mitigation Strategies

• Offer your carrier more detailed underwriting 
information that would include a solid breakdown 
of your type of work by various classifications. For 
example, if you are a paving contractor, do you 
conduct most of your work on parking lots, local 
streets/roads, highways, or freeways?

• Revisit your subcontractor risk transfer  
strategies and explain any updates to the 
underwriting community. 

• Proactively address how you are managing safety 
and quality on-site early in the marketing process.

A combined ratio over 100% means carriers paid 
out more money in claims and expenses than 
premiums collected. 

https://woodruffsawyer.com/claims/post-termination-claims-covid-19/
https://covid19.ca.gov/pdf/guidance-construction.pdf
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Auto Liability

Market Trend: 10%–15% increase

Mitigation Strategies

• Explain how your company is addressing auto 
risk with the use of telematics, geofencing, driver 
training, and program enforcement.

• Describe how the pandemic has impacted your 
fleet risk (e.g. more remote workforce means 
lower mileage driven, less crowded roads, etc.).

Recording the 35th consecutive quarter  
of rising rates, Q1 2020 saw an average  
increase of 9.6%.
Premium Change for Commercial Auto, 2011 – Q1 2020

Impacted by distracted drivers, crowded roads, expensive 

repairs, and exceedingly high jury verdicts, auto losses 

continued to hammer insurers, which recently recorded its 

ninth consecutive year of combined underwriting losses  

in 2019.

-2.0%

3.1%

4.6%

3.3%

1.7%

3.0%

0.5%

3.6%

2.4%

7.3%

8.2%

7.0%

8.8%

10.5%

9.6%

-4%

-2%

0%

2%

4%

6%

8%

10%

12%

1Q
11

1Q
12

1Q
13

1Q
14

1Q
15

1Q
16

1Q
17

1Q
18

1Q
19

1Q
20

Excess Liability

Market Trend: 20%–75%+ increase

Q1 2020 had the largest average increase over 
the past few years and represented the 10th 
consecutive quarter of premium increases.
Premium Change for Umbrella, 2017 – Q1 2020
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The accelerated rate of increase has primarily been driven 

by much higher jury verdicts and settlements, frequency of 

severity claims, and what many carriers see as a historically 

underpriced excess liability product.

Insurers are reducing the capacity (limits) they will offer, 

while demanding the same pricing. Many insurance 

executives feel that kind of sentiment has surged recently, 

sparked by things like the global financial crisis, rising income 

inequality and even the #MeToo movement. Economists 

at the Swiss Re Institute also point to the rise of litigation 

finance funding bigger lawsuits. Executives have also said 

that historical models of anticipated losses may be outdated.

Mitigation Strategies

• Secure options for higher primary General Liability 
and Auto Liability limits or secure a buffer layer to 
raise your attachment point and attract additional 
lead excess carriers. 

• Utilize a quota share layering approach (multiple 
carriers sharing in limits) to attract more carriers 
to your account.

Source: CIAB

Source: CIAB
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Property / Inland Marine / Builders Risk 

Market Trend: 5%–15% increase

While the fixed property insurance market (i.e. large property 

portfolios, heavy CAT exposed risks, and wildfire exposed 

risks) continues to see dramatic rate pressure, contractors 

can still negotiate competitive renewal terms for their 

equipment fleets and small property portfolios, assuming 

they have a favorable loss history and well-documented 

risk management protocols. Let's look more closely at some 

specific property risks.

The Contractors Equipment market is facing rate pressure 

because of ongoing losses due to theft, vandalism, and 

catastrophic weather events, but rate increases remain in 

the mid-single digits.

Builders Risk, both project-specific and master/renewable 

programs, are seeing small rate increases, though pricing 

will vary based on losses and the construction type of each 

insured project.

The wood frame marketplace continues to be a challenge, as 

large losses have continued to put upward pressure on rates, 

deductibles, and narrowed terms and conditions.

In addition to fire losses, water damage claims continue 

to be problematic and carriers are demanding higher 

deductibles to mitigate costs.

Finally, in the wake of COVID-19, many insurers are refining 

their virus exclusions on their policies.

Mitigation Strategies

• Document your risk mitigation techniques for 
your equipment fleet. Installing tracking devices 
(GPS) and detailing project site and storage 
yard security measures will help in negotiating 
competitive terms and pricing.

• Providing detailed underwriting information, 
project security measures, and risk management 
plans will help pricing and terms for project and 
master builders risk programs.
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Contractors Pollution & 
Professional Liability Insurance 

           Market Trend: 0% to 5%

For the Professional/Pollution Liability Insurance Market, 

rates remain flat, with no material change in practice policy 

capacity, due in part to a saturated insurance market.

Be ready for additional questions from underwriters on  

your renewal about project exposures and delays due  

to COVID-19.

Mitigation Strategies

• Establish a renewal strategy early and establish 
good communication between client and 
insurer(s). Keep in mind this line of coverage is 
generally written with non-admitted insurers who 
are not subject to the pre-renewal notifications 
required of admitted insurers.

• Submission of renewal specifications to  
insurers should clearly outline your coverage  
and pricing expectations.

• Professional Liability policies are claims-made 
and reported so insureds should understand 
the importance of disclosing matters that could 
lead to a potential claim under this coverage line. 
Most insurers allow for the reporting of legitimate 
potential situations without penalty.

• Review renewal exposures against expectations 
and prior years. Premiums are generally flat rated, 
so keep this in mind when providing revenue 
projections. Insurers with automatic renewals 
might warrant requotes.

Management Liability 
(Directors & Officers  
Liability and Employment 
Practices Liability)

Market Trend: 10%–15% increase

The first quarter of 2020 marked the 12th consecutive 

quarterly rate increase, which saw an 8.9% average increase 

in D&O pricing. These increases are even greater in the 

Employment Practices Liability marketplace, especially in 

Northern California. 

In addition to rate pressure, many carriers are increasing 

self-insured retentions on renewals. 

Sexual harassment, workplace bullying, and hostile work 

environment tend to be the leading matters reported to  

the insurers.

Mitigation Strategies

• Utilize carrier resources and counsel specializing 
in Employment Law to craft your risk management 
and human resource procedures. Bridge the gap 
between HR, Safety, Finance, and Operations 
to conduct an enterprise approach, which will 
help mitigate the risks associated with the ever-
changing legal and compliance environment.
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Cyber Insurance

           Market Trend: Flat–10% Increase

Demand for the Cyber Liability product continues to  

expand due to the increase and level of sophistication of 

cyber attacks.

Over the past 12 months there has been a significant 

increase in claims frequency and severity from ransomware 

attacks, which have led to more business interruption losses. 

New and evolving consumer privacy legislation is going 

to tighten underwriting guidelines as well as trigger more 

restrictive policy language as the insurers try to mitigate  

their exposure.

Mitigation Strategies

• Continue to invest time and resources in IT 
security controls and policies. Gather quality 
data sets on your current Enterprise Information 
Security practice and protections.

• Be prepared to answer questions relative to 
COVID-19 and your security measures taken as 
workers operate in a remote environment.

• Outline your vendor management controls if you 
rely heavily on third-party vendors for any key IT 
and security services.

• Take advantage of all training your insurer  
may offer.

https://woodruffsawyer.com/cyber-liability/cyber-insurance-underwriting-changes/
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Woodruff Sawyer Construction Practice
Reach out to our contributing Construction authors for risk management and insurance advice, fierce advocacy when claims 

arise, and best practices in loss control and safety.
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About Woodruff Sawyer
As one of the largest insurance brokerage and consulting firms in the US, Woodruff Sawyer protects the people and 

assets of more than 4,000 companies. We provide expert counsel and fierce advocacy to protect clients against their most 

critical risks in property & casualty, management liability, cyber liability, employee benefits, and personal wealth management. 

An active partner of Assurex Global and International Benefits Network, we provide expertise and customized solutions to 

insure innovation where clients need it, with headquarters in San Francisco, offices throughout the US, and global reach on  

six continents. 

For more information

Call 844.972.6326, or visit woodruffsawyer.com 

Find out why clients choose to work with Woodruff Sawyer

Subscribe for Expert Advice and Insights

Sign up to receive expert advice, industry updates and event invitations related to Employee Benefits and/or Business Risks.

https://woodruffsawyer.com/do-notebook/ma-litigation-section-11-cases/?utm_source=ws-pdf&utm_medium=referral&utm_campaign=databox-flash-report-2018q4
https://woodruffsawyer.com/insights/?utm_source=issuu.com&utm_medium=referral&utm_campaign=do-looking-ahead-guide-2020

