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Cannabis Operators Save 30% on Workers Comp
Premiums

Cannabis Operators Save 30% on Workers Comp Premiums by
Embracing Smarter Risk Strategies and Self-1nsurance M odels

The cannabis industry has evolved from afringe market into a highly regulated, multi-billion-dollar sector.

Y et despite its growth, operators continue to face disproportionately high operating costs—especially when it
comes to workers' compensation insurance. Many cannabis businesses are now discovering a powerful
solution: strategic self-insurance models and group programs that can reduce workers' comp premiums by as
much as 30%.

This shift isn't just about cutting costs, it reflects a broader maturation of the industry, where operators are
adopting sophisticated risk management practices typically seen in more established sectors.

Why Workers Compensation Costs Are So High for Cannabis
Businesses Compared to Traditional Industries

Cannabis operators often pay significantly higher workers compensation premiums than businessesin
comparable industries like agriculture, manufacturing, or retail. There are severa reasonsfor this:

First, cannabis remains federally illegal in many jurisdictions, which limits the number of insurance carriers
willing to underwrite policies. Reduced competition leads to higher premiums.

Second, insurers often perceive cannabis businesses as higher risk due to:

e Manual labor in cultivation and harvesting
e Exposure to chemicals and equipment

e Security concernsin retail environments
e Limited historical claims data

Finally, many operators lack tailored safety programs, which increases claim frequency and severity—two
key drivers of premium costs.

How Self-Insured Groups Are Transforming the Way Cannabis
Operators Manage Risk and I nsurance Expenses
A growing number of cannabis companies are joining self-insured groups (SIGs) or similar collective risk

pools. These programs allow multiple businesses to band together and share risk, rather than relying entirely
on traditional insurance carriers.



Here' s how it works:

e Members contribute to a shared fund used to pay claims
¢ Risk is spread across the group, reducing volatility

e Administrative costs are lower than traditional insurance
¢ Profits (or unused funds) may be returned to members

By eliminating insurer overhead and profit margins, these groups can offer significantly lower
premiums—often around 30% less than standard policies.

TheKey Drivers Behind 30% Premium Savings for Cannabis
Operators Using Alternative | nsurance Models

The savings achieved through self-insured models aren’t accidental—they stem from several structural
advantages:

1. Greater Control Over Claims M anagement

Operatorsin self-insured groups often have more influence over how claims are handled. Faster response
times, better medical networks, and proactive case management reduce overall claim costs.

2. Improved Wor kplace Safety Programs

Members are incentivized to maintain safer workplaces because their performance directly impacts group
costs. Thisleadsto:

o Fewer workplace injuries

e Lower claim frequency
¢ Reduced long-term liabilities

3. Data Transparency and Benchmarking

Participants gain access to shared data, allowing them to benchmark performance against peers and identify
areas for improvement.

4. Elimination of Traditional Insurance Markups

Traditional insurers include underwriting profit, broker commissions, and administrative overhead. Self-
insured groups minimize or remove many of these costs.

Why “Best-in-Class’ Cannabis Operators Are L eading the Shift
Toward Self-Insurance Solutions

Not every cannabis business qualifies for these programs. Typically, only well-run, safety-focused operators
often described as “best in class’ are accepted.

These companies tend to have:

e Strong safety records



e Established HR and compliance systems
¢ Lower-than-average claims history
e Commitment to continuous improvement

Because of this selective membership, the overal risk pool remains stable, benefiting all participants.

In essence, the best operators are being rewarded for doing things right—while also gaining a competitive
advantage through lower operating costs.

The Strategic Business Impact of Reducing Workers Compensation
Costs by 30% in a Competitive M ar ket

A 30% reduction in workers comp premiums can have a meaningful impact on a cannabis operator’ s bottom
line. In an industry where margins are often tight due to taxation and regulatory costs, these savings can be
reinvested into:

Expansion and scaling operations
Employee wages and benefits
Technology and automation
Compliance and licensing efforts

Lower insurance costs also improve cash flow and financial predictability—both critical for attracting
investors and securing financing.

Potential Challenges and Considerations When Joining a Self-
Insured Group for Workers Compensation Coverage

While the benefits are substantial, self-insured programs are not without challenges. Cannabis operators
should carefully evaluate:

Financial Commitment

Members may need to contribute upfront capital or maintain reserves.

Shared Risk Responsibility

If claims exceed expectations, members could face additional assessments.

Regulatory Compliance

Self-insurance programs must comply with state-specific regulations, which can vary widely.
Eligibility Requirements

Not al businesses qualify—those with poor safety records may be excluded.

Due diligence is essential to ensure that the program aligns with the company’ s financial and operational
capabilities.



The Futureof Workers Compensation Insurance in the Cannabis
Industry as More Operators Seek Cost Efficiency

As the cannabis industry continues to mature, the adoption of alternative insurance modelsis expected to
accelerate. More operators are recognizing that traditional insurance structures may not be well-suited to their
needs.

Key trends to watch include:

e Expansion of self-insured groups across multiple states
¢ Increased data sharing and analytics

e Greater emphasis on proactive risk management

e Entry of new insurance innovators into the market

Over time, these developments could lead to a more competitive insurance landscape, ultimately benefiting
cannabis businesses of all sizes.

How Cannabis Operators Can Takethe First Steps Toward
Reducing Workers' Compensation Premiums Today

For operatorsinterested in achieving similar savings, the path forward typically includes:

1. Conducting athorough review of current insurance costs and claims history
2. Investing in workplace safety and training programs

3. Exploring eligibility for self-insured groups or captive insurance models

4. Partnering with advisors who specialize in cannabis risk management

Even businesses that don’t immediately qualify can begin implementing the practices needed to become
eligiblein the future.

Smarter Risk Management |s Unlocking Significant Cost Savings
for Cannabis Operators

The ability for cannabis operators to save 30% on workers' compensation premiumsis not just a headline,
it'sareflection of abroader shift toward smarter, more strategic risk management.

By embracing self-insurance models, improving safety practices, and collaborating with like-minded
businesses, operators are gaining control over one of their most significant expenses.

In an industry defined by complexity and rapid change, those who take a proactive approach to risk and
insurance will be best positioned to thrive.

Explore moreresour ces and insurance solutions at www.cannabisriskmanager.com.
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