
How Much Does Cannabis Workers' Comp
Insurance Cost?

Understanding the Cost of Cannabis Workers’ Compensation
Insurance in a Highly Regulated and Risk-Sensitive Industry

As the legal cannabis industry grows across the United States, more business owners are seeking clarity on
the cost of protecting their workforce. One of the most essential—and legally required—types of protection is
workers’ compensation insurance. This coverage ensures that if an employee gets injured or becomes ill due
to their job, they’re eligible to receive wage replacement, medical benefits, and rehabilitation services.

For cannabis companies, which face industry-specific regulatory, legal, and operational complexities, the cost
of workers’ comp can vary significantly based on several key factors. While it’s tempting to look for an
average figure, the actual cost is highly situational.

State Specific Laws and Rates Are One of the Biggest Influencers in Determining
Workers’ Compensation Insurance Premiums

One of the primary factors influencing your cannabis workers’ comp insurance cost is your business’s
location. Each state governs its own workers’ compensation system, with unique rules, rate structures, and
regulatory approaches.

For example, California has a dense and mature cannabis market but is also known for relatively high
insurance premiums and stringent labor laws. On the other hand, states like Colorado or Oregon may have
more moderate rates depending on business type and compliance history.

Because cannabis remains federally illegal, insurance options are also somewhat limited depending on the
state. Some insurers only operate in specific legal cannabis states, further influencing pricing through supply
and demand dynamics.

Job Classification Codes and Employee Duties Play a Direct Role in Premium
Calculations for Cannabis Operators

The next critical variable in determining cost is the type of work your employees are doing, which is
classified using what’s called a payroll classification code. This code, issued by the National Council on
Compensation Insurance (NCCI) or a state equivalent, reflects the risk level associated with a specific job
type.

For example:



A trimmer or cultivation technician who works with plants and tools may fall into a higher-risk
category.
An administrative assistant in a back office may be in a lower-risk, lower-rate classification.
Delivery drivers, exposed to public roadways, typically carry higher risks due to driving-related injury
potential.

The classification codes used determine the base rate per $100 of payroll, which is the foundation for
calculating your premium.

Experience Modification Rate (EMR) Reflects Your Business’s Claims History and
Safety Performance Over Time

Your company’s experience modification rate (EMR) is another essential cost factor. This rate is a numeric
score calculated based on your workers’ comp claims history over the past few years compared to other
businesses in your industry.

A score of 1.0 is average.
A score under 1.0 indicates better-than-average claims performance and may result in a lower
premium.
A score above 1.0 indicates worse-than-average claims and leads to a higher premium.

Cannabis businesses with clean safety records and fewer workplace injuries will generally benefit from more
favorable EMRs, lowering their workers’ comp costs. This makes proactive safety measures and risk
management not only beneficial for employees but also financially advantageous for employers.

A Simple Formula Based on Payroll and Rates Can Help You Estimate Your Cannabis
Workers’ Comp Premium

Although final premiums are set by the insurer, a simple formula can give you a general idea of what to
expect:

Estimated Premium = (Payroll / 100) x Classification Rate x EMR

For example:

If your annual payroll is $100,000
Your classification rate is 1.35
Your EMR is 1.0 (industry average)

The calculation would be:
($100,000 / 100) x 1.35 x 1.0 = $1,350/year

However, if your EMR rises to 1.2 due to recent claims, the cost jumps to:
($100,000 / 100) x 1.35 x 1.2 = $1,620/year

This illustrates how even small changes in risk profile or payroll can significantly affect your annual
premium.

Additional Business Variables May Impact Cost, Including Workforce Size, Company
Age, and Type of Operation



While the three main factors—state, classification rate, and EMR—form the foundation of your premium,
several other business characteristics can also influence your pricing:

Company Age: New businesses without an EMR may be assigned a higher default modifier or subject
to minimum premium thresholds.
Workforce Size: Larger teams typically incur higher total premiums due to a greater aggregate risk.
Type of Operation: Vertically integrated businesses (e.g., those that grow, process, and retail cannabis)
may require coverage for a broader array of job types and therefore higher combined costs.

Premiums May Be Affected by Industry Volatility, Insurance Market Supply, and
Legal Uncertainty at the Federal Level

Because cannabis remains federally illegal, some mainstream insurance carriers choose not to serve the
industry. This limits the pool of providers, often resulting in less competitive pricing than seen in other
industries.

Additionally, cannabis businesses are sometimes seen as high-risk due to cash-heavy operations, regulatory
scrutiny, or perceived lack of institutional stability. This can lead to inflated premiums or restrictive
underwriting policies.

However, as the industry matures and more insurers enter the space—especially specialty carriers focused on
cannabis—businesses may begin to see more favorable pricing and broader policy options.

Working with Cannabis-Specialized Brokers or Agents Can Help You Access Accurate
Quotes and Avoid Underinsuring Key Roles

Because cannabis is such a niche and evolving industry, it’s highly recommended to work with an insurance
broker or agent who specializes in cannabis coverage. These professionals have access to cannabis-friendly
carriers, understand how to properly classify your employees, and can help you avoid costly underinsurance
or compliance mistakes.

They’ll also be better equipped to explain additional coverages you may need, such as:

Employer liability coverage
Occupational accident coverage
Employee safety training resources
Bundled policies with general liability or product liability

Why Getting an Actual Quote from a Cannabis Insurance Carrier Is the Best Step
Toward Accurate Premium Planning

While formulas and estimations can give you a rough sense of cost, the best way to understand your actual
workers’ comp premium is to request a quote directly from a licensed cannabis insurance provider.

Quotes typically require you to provide:

Estimated annual payroll
Job descriptions and number of employees
Location(s) of operation
Safety procedures in place
Claims history (if any)



Based on this information, the provider will generate a tailored premium, explain your coverage options, and
guide you through compliance requirements for your state.

Budgeting for Workers’ Compensation Is a Smart, Necessary Investment in Your
Cannabis Business

While costs vary, cannabis workers’ compensation insurance is not optional—it’s a legal requirement in
nearly every state and an ethical necessity for responsible employers. Investing in the right policy helps you
protect your business from legal liabilities while ensuring that your employees receive the care and support
they need if injuries occur.

By understanding how premiums are calculated, focusing on workplace safety, and working with specialized
providers, you can control your costs and keep your cannabis operation fully protected and compliant.
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