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THE PULSE OF E&S INSURANCE: RISKS AND OPPORTUNITIES IN THE CONTRACTOR INDUSTRY

Introduction
The contractor industry involves inherent risks not covered by standard carriers. 
As a result, agents turn to the excess and surplus (E&S) insurance market to get 
contractor coverage for their clients.

The E&S market is among the fastest-growing sectors in the insurance industry. 
In 2020, premiums in the surplus market increased by 14.9% to $41.7 billion, 
up from $37.5 billion in 2019. In 2021, that growth accelerated, with premiums 
increasing another 22%.

Understanding the E&S market will equip you with the knowledge to better serve 
contractors. Let’s explore how the E&S market works, why contractors benefit 
from E&S policies, and what contractors should consider when looking for 
coverage.

What is the E&S Market?
The E&S insurance market offers policies for businesses with risks that standard 
carriers won’t cover. Typically, those businesses operate in industries with 
excessive potential for liability or unusual dangers that standard insurance 
products don’t address.

Carriers who offer E&S policies are non-admitted, meaning they don’t have 
licenses in the states where they provide coverage. Therefore, they’re subject 
to less restrictive regulations, giving them the flexibility to create insurance 
products that cover higher or unusual risks.

Conversely, policies from admitted insurance carriers have to follow stricter 
regulations from their state’s department of insurance (DOI) to maintain their 
licenses. These laws make it difficult for them to write policies for businesses 
with unusual needs.

For example, a contractor wants general liability coverage with an aggregate 
limit of $3 million, but an admitted carrier won’t offer them more than $2 million. 
Insurance agents can go to the E&S market to find a non-admitted provider with 
a policy that meets their client’s requirements.

14.9%
Increase in surplus 
market premiums 
from 2019-2020

Fastest 
growing
 

The E&S market is  
among the fastest-growing 
sectors in the insurance 
industry

22%
Increase in surplus 
market premiums 
from 2020-2021
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Why is Contractor Insurance 
Often Written by E&S 
Carriers?
Contractor work is inherently dangerous. Being 
a roofer, electrician, landscaper, or arborist often 
involves using heavy machinery and navigating 
hazardous conditions on a customer’s property.

The risks contractors face while performing these 
trades are potentially disastrous and sometimes 
impossible to avoid. There’s a significant danger to the 
contractors’ physical safety. In fact, roughly 20% of all 
workplace fatalities occur in the construction industry. 

In addition, contractors could be liable for significant 
damage to their customers’ property, while fixing an 
HVAC, replacing a roof, trimming trees, or installing 
new flooring.

E&S policies are more flexible and can handle these 
volatile or distressed risks. They are also priced 
more conservatively than in the admitted market. 
Contractors need the expertise of their insurance 
agent to find the right policy to sufficiently cover their 
liabilities.

There’s a significant danger to the contractors’ 
physical safety. In fact, roughly 20% of all workplace 
fatalities occur in the construction industry. 20%

Insurance Risks Affecting 
Contractors
Getting insurance from carriers in the non-admitted 
market can be advantageous for contractors, but it’s 
not without risk. After all, it involves paying for policies 
from insurers without licenses in the states where 
they’re operating.

Therefore, insurance agents must inform their 
contractor clients about the following potential 
downsides before they purchase insurance from the 
non-admitted market:

• No coverage guarantee: Policies from the 
admitted insurance market are guaranteed by 
state funds. If the carrier goes bankrupt while 
the contractor has an outstanding claim, their 
state government covers the debt. Non-admitted 
carriers don’t share that same benefit.

• Higher premiums: Because the risk to non-
admitted carriers is higher than for admitted 
insurers, their policy premiums are also generally 
more expensive.

Despite these drawbacks, policies from non-admitted 
insurance carriers are often the best option for 
contractors. Market trends are making it increasingly 
difficult for contractors to get coverage in the standard 
market, contributing to the rapid increase in policies 
moving to the E&S market.
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Insurance Best Practices for Your Contractor Clients
The E&S insurance market is a solution for your contractor clients. Here are a few best practices 
to follow when searching for policies:

• Look for A-rated carriers: Buying a policy on the non-admitted market means the state 
won’t guarantee the coverage. If the carrier becomes insolvent, the contractor won’t receive 
payments for outstanding claims. A-rated carriers have solid financials, making them more 
likely to honor their policies. 

• Get multiple quotes for the best rates: Explore several options to minimize costs and 
optimize terms for your clients. Getting instant quotes can expedite the underwriting process.

• Rely on your insurance expertise: Contractors must meet their customers’ minimum 
coverage requirements to bid on projects. However, those coverage levels aren’t always 
enough to adequately protect the contractor. Insurance agents must serve as trusted advisors 
to provide their clients with guidance.

Following these best practices will help you find policies in the non-admitted market. That way, 
you can meet your contractor clients’ needs without breaking their budgets.

Top Contractor Class Codes in These 7 States
Contractors provide highly differentiated services. Class codes allow insurance agents to sort 
these services into groups based on the type of work and risk levels. This classification system 
makes it easier to find the appropriate general liability policies.

Knowing the most common contractor class codes in a given area will also help you identify the 
most lucrative client profiles, so you can refine your marketing strategies to target them. 

Based on Pathpoint’s proprietary data, we uncovered the top submitted contractor class codes in 
seven populous states: California, Florida, New Jersey, New York, Pennsylvania, Texas, and Virginia. 
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9.4% ↑
Growth of 
remodeling 
industry in 2021

74% 
of national 
construction firms 
plan to hire more 
subcontractors  
this year

General Liability Class Code 91300 in California
The most commonly submitted general liability class code in California 
is 91300. It refers to contractors who complete remodeling projects 
and improve existing structures, excluding projects involved in new 
construction.

In addition, these contractors must provide multiple remodeling services. For 
example, they might take on wall installation, painting, and electrical repair 
projects for existing structures without specializing in any particular one.

California’s remodeling industry grew much more quickly than expected 
in 2021, reaching 9.4% growth year-over-year (YOY) by Q4. Significant 
increases in home sales, household incomes, and property values 
contributed to the surge.

Experts predict the trend will continue through 2022 and into early 2023, 
but they expect the growth rate to decelerate as rising costs and interest 
rates discourage new projects.

General Liability Class Code 91583 in Florida
The top submitted general liability class code is 91583 in Florida, which 
refers to businesses that subcontract certain projects out to others. 
Specifically, these services include construction, reconstruction, repair, 
and erection of one- or two-family dwellings.

In early 2022, Florida experienced a significant construction boom, and 
contractors in the state are optimistic about the industry’s outlook. In 
particular, there’s a lot of demand for new homes in Central Florida.

Experts expect to see a combined 35,654 permits for single-family and 
multifamily projects throughout the Orange, Osceola, and Seminole 
counties in 2022. That’s 4,000 more than were issued in 2021 and 10,000 
more than in 2019.

To keep up with the increased demand, 74% of national construction firms 
report plans to hire more subcontractors this year.

General Liability Class Code 91583 in New Jersey
The most commonly submitted general liability class code in New Jersey 
is 91583. This class code refers to contractors who subcontract out 
construction and reconstruction projects on one- or two-family dwellings.

Unfortunately, the New Jersey construction industry was hit particularly 
hard by the COVID-19 pandemic. Residential construction projects slowed 
significantly, with only 8,369 permits issued for one- and two-family 
dwellings in 2020.

However, the industry began to recover in 2021, likely due to vaccine 
distribution and lessening COVID-19 restrictions. As a result, there were 
10,928 permits issued last year, 30% more than in 2020. 

THE PULSE OF E&S INSURANCE: RISKS AND OPPORTUNITIES IN THE CONTRACTOR INDUSTRY

30%  
increase in 
permits issued 
from 2020 to 
2021
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General Liability Class Code 95625 in New York
The top submitted general liability class code in New York is 95625, 
referring to handyman work. These one-person operations make minor 
repairs and usually take small, one-off jobs.

In addition, they don’t have a specialty in any particular trade or service. 
Instead, handypeople are generalists that can handle a wide variety of 
repair work involving relatively low risk.

Like New Jersey, the New York construction industry suffered 
significantly from the COVID-19 pandemic. New York had the highest 
loss of construction employment in the United States in 2020, shedding 
roughly 44,000 jobs.

Unfortunately, the state has also been relatively slow to recover. 
Overall construction spending in 2021 was roughly $6.4 billion lower 
than in 2019 after adjusting for inflation, putting it around 10% below 
pre-pandemic levels. Declining residential construction is largely 
responsible.

However, consumers still need help maintaining their residences. That’s 
likely why handypeople are still in high demand despite the significant 
construction slowdown in the state.

General Liability Class Code 91580 in Pennsylvania
The most commonly submitted general liability class code in 
Pennsylvania is 91580, relating to executive supervisors or 
superintendents. These workers have managerial oversight over all of a 
business’s construction projects.

Unlike the other class codes on this list, the risks involved in this work are 
minimal. These superintendents spend most of their time in the office, 
leaving briefly to confer with supervisors of individual projects at their 
respective job sites.

Pennsylvania is experiencing a lackluster construction industry. The 
country-wide labor shortage also affected the state. However, while it 
may be difficult to hire construction workers, there’s a surplus of skilled 
executive supervisors to manage the projects.

10% ↓ 
less spending 
than before the 
pandemic

Surplus 
of skilled executive 
supervisors
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still outpacing 
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General Liability Class Code 91583 in Texas
The top submitted general liability class code is 91583 in Texas, 
referring again to contractors who use subcontracted workers to 
complete projects related to the construction and reconstruction of 
one- and two-family dwellings.

Texas is one of the few states that saw housing permits rise despite the 
pandemic. The housing production market in Houston, Dallas, Austin, 
and San Antonio all increased during 2020 and 2021.

As a result, contractors and subcontractors have remained with work 
projects, and the trend is likely to continue in 2022. Texas is experiencing 
such surges in population that housing demand is still outpacing supply, 
despite the incredible construction rates in the state’s metro areas.

General Liability Class Code 99777 in Virginia
The most commonly submitted general liability class code in Virginia is 
99777, referring to contractors who specialize in a variety of landscaping 
projects. For example, work projects include tree pruning, dusting, 
spraying, and trimming.

Like New York, Virginia’s construction industry showed signs of 
recovering after the pandemic but faces headwinds that may stifle 
markets in 2022 and beyond.

Builders are struggling with material and labor shortages. Simultaneously, 
costs have increased due to inflation, and relatively few lots are available 
for new homes.

Owners still need help maintaining their properties in the meantime. Much 
of Virginia is rural and suburban, which is likely why the demand for 
landscapers is so high.

Demand 
for landscapers 
continues 
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Impact of Economic Inflation
The economic inflation is really hitting the construction market hard. 
Not only are we seeing the cost of the materials go up, but it has led to 
the supply chain becoming completely bottlenecked.

Contractors are bidding on jobs six to eight months in advance, but 
then they have to adjust their quotes because there’s a complete 
unknown of the cost of supplies.

The second part is the labor shortage. There is a lack of labor, 
especially in the contractor market where you’re dealing with blue-
collar jobs. There’s not a lot of supply of that labor which increased the 
cost of that labor. So, contractors are getting hit from both sides, the 
labor and the supplies.

How Insurance Agents Can Help
The retailers can help out their insureds by making sure they’re accurately estimating their exposures 
and having the necessary coverages upfront. So that way, when contractors do get the job, they can 
immediately accept it and not have to go back to the company and wait to get some endorsement that 
will help them get the job. That speed helps them win the bid, especially when we’re dealing with all the 
other impacts.

As a retailer, you would caution contractors to make sure that they’re not accepting jobs that are 
excluded from their policy. Contractors need a good understanding of what is covered and what is not 
covered in their policy because claims increase their insurance costs. Contractors are already having 
to pay for higher insurance costs because their exposures are increasing because all these costs are 
increasing. 

Opportunity for E&S Markets
The economic impact is causing a strain on cash flow, which then causes a strain on the credit risk of 
that business. The admitted lines look heavily at what the credit risk is for business before they write a 
risk. So, when you’re having to put out a ton of capital and a ton of your cash upfront for a project to pay 
for these supplies, that lowers your cash flow and credit. 

And so I see that shift to the E&S space, just because, we tend to be more forgiving. We’re going to have 
an opportunity to take really good risks in the E&S space, merely because of the economic and financial 
impacts of the supply chain shortage.

The retailers 
can help out 
their insureds 
by making sure 
they’re accurately 
estimating 
their exposures 
and having 
the necessary 
coverages upfront.

E&S Insights From the Experts
Contractors are facing plenty of unknowns as they navigate economic conditions. However, despite the uncertainty 
in the market, there are growth opportunities, and insurance agents can serve as trusted advisors to their clients. We 
gathered insights from top experts in the field to gain their perspectives on current trends and future impact.

Insights from Angela Fylak, Senior Director - 
Product, Casualty, Nautilus Insurance Group
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Insurers and 
agents need to be 
clear about policy 
coverages with 
contractors.

Insights from Alex Bargmann 
CEO and Co-Founder, Pathpoint

Carriers are witnessing both financial and social inflation. Rather than 
modeling these events into their admitted rates for fragmented and 
complex businesses, they are opting to pull back on what they’re writing 
in the admitted market and moving it to their non-admitted strategies 
(or opting out of it entirely).

Regardless of the economic and industry macro, the modern small 
contractor does a variety of work. And oftentimes, getting a commodity 
admitted product is the wrong choice because it doesn’t underwrite and 
cover the many different activities of the contractor.

For example, a contractor might generally do handyperson jobs under 
$1,000, but sometimes they take roofing or household plumbing projects 
for an extended time period. This scenario means contractors need a 
policy that prices and underwrites all these activities. 

Alone, these projects might not be that complex. But together, depending on the project particulars 
and geography, the product solution might only be found in the E&S market. It’s important to not hinder 
contractors from accepting a job due to their concerns about exposures covered in a policy. Insurers and 
agents need to be clear about policy coverages with contractors.

As contractors are more strained — managing supply costs and finding talented workers — they might 
be more reluctant to shop for insurance and stick with their incumbent policies just to not deal with more 
paperwork. On the other hand, some contractors might experience a massive demand for their work, and in 
that case, they might want to move to a better policy to fit their needs.
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Get Instant Quotes With Pathpoint
Pathpoint offers instant, bindable E&S quotes for contractors GL and excess liability without an upfront appointment. 

Get access to multiple non-admitted, A-rated markets in just a few minutes.

→  Sign up now and start quoting immediately.

https://app.pathpoint.com/get-started?utm_source=whitepaper&utm_medium=lastpage&utm_campaign=contractors

