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Introduction
Over the past few years, events such as COVID-19 have 
shaken the foundations of higher education; as we look 
to 2023 and beyond, higher education leaders recognize 
challenges including the changing face of the student body, 
the job function of faculty and what a campus of the future 
could look like.1 Leaders in this industry are being pushed to 
reconsider the assumptions and traditions of the past.1

Similar to other industries, higher education is being impacted by effects of raging inflation.2 College 
endowments saw phenomenal returns during 2021 as most major equity markets had very strong 
years, but, per a recent endowment study by the National Association of College and University Business 
Officers3, investment managers predict that rising inflation will be a long-term challenge for colleges.2

	+ The return gap between some of the largest endowments (with more than $1B in assets) and the 
smallest (with assets $25M and below) saw a delta of more than 13 percentage points.4

When looking at state spending on higher education in the 2022 fiscal year, the study showed spending 
was up 8.5% on average per full-time equivalent (FTE), across all states compared to the previous year.5 
But, that increase will essentially be canceled out by the rise in inflation for the 12 months ending in 
March of 2022.6

	+ Generally, this increase is due to three factors; greater state commitments to higher education 
funding, a pronounced decline in FTE enrollment and significant federal stimulus funding.5

A factor experiencing a new level of urgency is faculty pay. Inflation-adjusted salaries for faculty 
members fell by 5% between the 2020-2021 academic year and 2022.6 To retain talent, this is something 
universities will have to remedy quickly.

During the pandemic, nearly 1.3 million students withdrew from American colleges.7 Additionally, many 
high-school seniors proved uninterested in studying online and chose to defer their college years.11

	+ The enrollment contraction has sparked fear that many students are gone for good. Research shows 
that if students take a leave of absence, many do not continue with their studies.11

	+ The pandemic enrollment drop off has created worries for college finances, mainly for those who are 
dependent on tuition revenue to meet their bottom line.11

Inflation has caused problems for colleges’ operating costs and volatile equity markets are taking a toll on 
endowment returns.11

	+ Regional public colleges, small private colleges and rural institutions are all facing major headwinds 
with these issues, according to the bond agency Fitch Ratings.11
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Public confidence in traditional college is diminishing; students and their parents believe tuition rates are 
too high and the return on this significant investment may not be worth it.11

	+ Replacement options, such as trade schools or apprentice programs have also become more 
attractive to students.

There is a looming demographic drop off created by the sharp decline in birth rates, beginning in 2007.11

Generally speaking, Higher Education is countercyclical. Traditionally, more people enroll in college when 
the economy slows in order to acquire new skills and adapt to a changing financial landscape or because 
jobs are more difficult to find.11 Despite the current state of the economy, which some would consider a 
recession, enrollment has dropped the past few years, refuting that tendency.11

	+ To stop this downward trend, schools need to recruit and retain the very students they have 
historically struggled to attract, those being from low-income and minority backgrounds.11

The US will also likely make education more accessible to international students by broadening the use 
of distance education technologies, developing links with other colleges across the world and focusing 
on international marketing efforts.8 Since the COVID 19 pandemic, the education industry has made a 
push towards a higher percentage of online teaching and learning experiences.9 A majority of the higher 
education institutes now have a robust eLearning component to their teaching and learning strategy.9

	+ Exposing students to a fully online learning environment may have seemed difficult at first, but there 
is a degree of convenience and flexibility that eLearning offers that a large percentage of students 
now accept.10

	+ In simpler terms, students are now expecting a choice between in-person, hybrid and online courses.9

	+ Research from Bay View Analytics showed that 46% of students “strongly” agreed and 27% 
“somewhat” agreed they would like to take some of their courses in a fully online format in the 
future.11

Decline in Real Wages
Between this academic year and last, faculty members saw a 5% drop in inflation-

adjusted avearge salary. It was the third-worst decrease in the past 50 years.

Note: The Consumer Price Index for all Urban Consumers is calculated from December to December.
Chart: Audrey Williams June | Source: AAUP's 2021-22 Faculty Compensation Survey
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2H Outlook
PROPERTY
As we move through the second half of 2022, the U.S. continues to struggle with inflation. According 
to the Bureau of Labor Statistics, the Consumer Price Index (CPI) has risen by 9.1% over the past 12 
months, causing problems for countries and citizens around the world.12

	+ The impact from inflation has been felt by the insurance industry as well, specifically on property 
valuations.12

 - Most underwriters are challenging valuations for properties and business interruption due to 
recent deltas in reported property values and total claims costs.

 - Third party valuations have now become the norm for quotes, as carriers have been burned 
by significant discrepancies between what values are being reported versus the actual cost to 
settle a claim.

Facultative reinsurance and 7/1 treaty reinsurance rates are on the rise for heavily CAT-exposed 
properties, which is expected to impact primary rates moving forward.

	+ Due to multiple years of strenuous hurricane losses, 2022 is anticipated to have 20 named-storms 
throughout the year13 and could create some reinsurance difficulties for carriers14, and coastal 
properties will continue to be a challenge from pricing and capacity standpoints, particularly 
considering the effect of $60B+ in insured losses due to Hurricane Ian.
 - This is particularly true for the residential property market.
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GENERAL PRICING ESTIMATES

Non-CAT exposed property with favorable loss history Flat to single digit increases

CAT exposed property with favorable loss history Flat to 10% increases

Property with unfavorable loss history and/or a lack of 
demonstrated commitment to risk improvement (unresolved 
recs, pattern of same issues, etc.)

10%+ increases for non-CAT

25%+ increases for CAT exposed 
accounts and higher depending on 
frequency/severity of losses and when 
there are limited markets for a risk 
due to occupancy/class of business or 
concerns related to loss control

Excessive losses and the resulting elevated reinsurance costs have forced many insurers in the 
residential and student housing market to be far more cautious about underwriting risk, reduce 
capacity or even shutter operations completely.15

	+ The $22B habitational property market – 7% of the $314B commercial lines market – is too large to 
ignore, but underwriters are exercising extreme caution and implementing AI technology to help in 
their processes.

	+ Gulf Coast and Florida risks have seen a significant decline in the reinsurance appetite, resulting 
in rate hikes at the carrier level and forcing some markets (such as Strata14) to be forced into 
restructuring.

	+ After being hit with insured losses of more than $112M from natural catastrophes in 2021, the 
industry is facing unnerving payouts in 2022.15

 - According to Business Insurance, habitational properties are exposed to the worst of these risks 
because of lighter materials used in construction.16

	+ In many cases the Excess and Surplus market is the only resort for primary layers for tougher 
classes of business.

	+ Similar to other markets, Builder’s Risk policies are experiencing increases in pricing and retention 
not only due to significant losses from natural disasters but also an increased volume of smaller 
claims, supply chain issues, cost of materials and labor shortages.
 - Some of the most challenging projects to place are large wood frame, modular construction and 

renovation projects.
 - Rate increases are becoming more common given the current price for building materials. 

Project delays are not uncommon due to supply chain bottlenecks and labor shortages, causing 
many insureds to seek extensions, which can be problematic for carriers since extension 
premiums are not easily calculated in pricing models for this line of business.
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CASUALTY 

After nearly 24 months of dramatic rate increases and 
capacity reductions, in recent months it has moderated.

Primary General Liability rates continue to remain flat in 
areas of risk with favorable loss histories.

	+ Carriers are generally looking for more history of loss 
information, more details related to past losses and any 
relevant changes made to prevent future losses.

	+ While back-logged court systems catch up to the pace of pre-pandemic operations, carriers are 
tracking loss trends across the country. Carriers will be expecting more large settlements and 
judgments from sympathetic juries, compounded more than ever with upward pressure derived from 
social inflation.17

Sexual Abuse and Molestation

	+ Most higher education institutions have not had national scandals, but they are finding that it is 
difficult to get insurance against sexual harassment, assault and abuse due to the frontpage actions 
of some universities and the public outcry that accompanies claims of this nature.18

	+ General Liability policies are excluding or sublimit sexual abuse and molestation (SAM) coverages.
	+ Since juries are becoming more willing to penalize sexual misconduct and the verdicts get more 

expensive, insurers are leaving the market or tightening their standards.18 Coverage is still available, 
but the remaining insurers are reconsidering how they offer it to their clients.18

	+ Some carriers are transferring coverage out of their General Liability policies and moving it to a 
separate, optional policy.18

	+ Some of the insurers who are still offering this coverage now require institutions to maintain more 
strict due diligence by demonstrating strong policies and procedures against sexual misconduct with 
training, enforcement and background checks.18

 - Blake Wells, Senior Vice President at IMA said, “This is not just for prevention; it is also to avoid 
being sued” echoing the Higher Ed Dive report stating, “If you read the verdicts … a lot of it is from 
the lack of training and oversight – basically, failure to protect the students.”18

Umbrella/Excess – Capacity remains adequate but lead Umbrella underwriter offerings are being 
required as carriers reduce offered limits from traditional $25M layers to $15M and as little as $5M. 
Therefore, a stacking of insurance carrier tiers is generally needed to achieve desired limits.

Educators Legal Liability (ELL) policies generally provide coverage for the institution along with its 
trustees, directors and officers.19 Additionally, there’s an option for institutions wherein coverage can be 
provided for employees, volunteers and in some cases students or interns, acting within their scope of 
duties or obligations of the institution.

	+ Subject to the specific policy terms, an ELL policy’s wrongful acts coverage can combat a range of 
potential claims involving discrimination, educators’ professional errors and omissions, employment 
practices, retaliation, employment sexual harassment, tenure denial and Title IX.19
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36.11 30.64

2017

40.67 35.80

2018

45.42 38.87

2019

45.98 39.90

2020

53.90 46.53

2021

111.0

107.9
109.3

101.6

98.7

Industry’s combined ratio under 100% for first time in at least 5 years
Industry’s commercial auto combined ratio dropped below 100% in 2021

Direct premiums written ($B) Net premiums written ($B) Net combined ratio (%)

Date compiled April 25, 2022. 
Data reflects the aggregation of all individual property and casualty filers that submit regulatory statements to the NAIC. Based on the annual NAIC statutory property and casualty statements. U.S. filers only. May include 
business written outside of U.S., if reported in NAIC statement. Direct data is derived from exhibit of premiums and losses, prior to consideration of reinsurance for commercial auto physical damage, commercial auto liabil-
ity, and commercial auto no fault reported lines of business. Net data is derived from insurance expense exhibit, after consideration of reinsurance for commercial auto physical damage in commercial auto liability reported 
lines of business. It was common practice to ensure premium credits during 2020 for auto insurers, but there was no standard practice for this among insurers. No effort was made in the exhibit to fully adjust the premiums 
for year over year premium growth beyond what was reported by each company. Combined ratios displayed hour before policyholder dividends. Source: S&P Global Market Intelligence.

General Liability Up 5% - 15%

Educators Legal Liability with favorable loss history
Up 5% to 15%
Up 10% to 25% with poor loss history

Umbrella & Excess Liability – Middle Market Up 10% to 25% +

Umbrella & Excess Liability – Risk Management and other 
Complex/Hazardous Exposures

Up 25% to 150% 

GENERAL PRICING ESTIMATES

Commercial Auto is historically one of the most troubled insurance lines, with 44 consecutive quarters 
of premium increases.20 The Commercial Auto industry had loss ratios above 100.0 for 10 years prior to 
2021, which has now resulted in challenges for those who have large vehicle fleets. Additionally, social 
inflation and nuclear verdicts have hit this sector hard, and carriers have recognized it.

	+ The demand for fleet monitoring technology is on the rise, and many auto carriers are investing in 
telematics in hopes of improving loss ratios.21

	+ New “insurtech” entrants are driving the trend toward telematics implementation and adoption in the 
auto industry, which will allow underwriters more rate flexibility on new business, but also help insure 
less favorable drivers.22

Auto physical damage (APD) coverages are experiencing scrutiny from underwriters due to the difficulty 
in assessing vehicle valuations.22 A trusted broker should advise their clients to carefully appraised 
their fleets, as actual cash value of their units listed on the policy may not be sufficient to replace with a 
comparable unit in their marketplace if they were to experience a loss.22
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Workers’ Compensation continues to be the bright spot for insurance purchasers, which has been a 
profitable line of business for many carriers and capacity remains stable. Pricing will still be dependent 
on loss history and Modification Factors, but carrier competition over accounts with adequate to strong 
loss history continues to help pricing.

Workers' Compensation Flat to Up 5%

Auto
Up 10% to 25%
Up 30% if large fleet and/or poor loss 
history

GENERAL PRICING ESTIMATES

Cyber 

College universities have become frequent targets for cyber criminals due to vast amounts of personal 
identifiable information (PII) available, research documentation and other sensitive stored data.23 
In addition, many institutions are falling victim to phishing and ransomware attacks.20 While higher 
education continues to observe threats and strengthen their cybersecurity hygiene, they must also 
prepare their institutions to be “cyber-insurable.”24

	+ The purchaser’s ability to obtain cyber insurance for their institution could be negatively affected by 
several factors which include a previous cyber breach, cyber issues caused by employees, insufficient 
cyber protection within data and network infrastructure or insufficient security processes and 
protocols. Depending upon the severity and the frequency of any cyber attacks, these institutions 
may find they are uninsurable.24

	+ Phishing emails, stolen credentials and ransomware demands have risen dramatically over the past 
several years amongst higher education institutes.24

	+ According to CIAB, “Cyber is in a full-fledged hard market,” as respondents from their survey reported 
an average increase of 26.8% for this line of business.20 The second quarter of 2022 marked the fifth 
consecutive quarter of price increases over 25% for cyber insurance.20
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	+ The cyber market suffered from similar problems in previous quarters, which included claim severity, 
capacity issues, extensive risk management requirements and more restrictive underwriting terms.20

	+ Demand was the highest for coverages across all lines of business in Q2 of 2022, as more than 80% 
of CIAB respondents said cyber risk was one of the top three concerns of their clients.20

	+ Cybersecurity Ventures research projected that ransomware costs are expected to reach $265B by 
2031. In addition, more than 80 of the reported breaches in 2020 were financially motivated.24

	+ Some of the first steps that higher ed institutions need to take for preventing ransomware attack 
losses include ensuring that their infrastructure is secure, with appropriate encryption, utilizing 
strong data backup and providing critical cyber protocols such as multifactor authentication and a 
zero-trust model.24

Premium Change for Cyber, Q4 2016 - Q2 2022

Source: https://www.ciab.com/wp-content/uploads/dlm_uploads/2022/05/Q1-2022-PC_FINAL.pdf
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Major Claims in the Sector

EMPLOYERS PRACTICE LIABILITY INSURANCE – EPLI
On March 15, 2022, a plaintiff sued a university, claiming that her tenure denial was based on gender and 
pregnancy discrimination. Jurors awarded $50,000 to pay back the salary and benefits, $1M for past pain 
and suffering and an additional $2M for future pain and suffering.

PROPERTY
On July 15, 2019, The University of Nevada suffered an explosion in the dormitory; their insurance 
company claimed the boiler servicing company was to blame.25 Authorities asserted that the pipeline 
in the boiler room filled air ducts and elevator shafts with gas, causing a massive explosion that rattled 
the campus, twisted metal, broke windows and threw appliances across rooms.25 At the time, they were 
fortunate that no one was killed, and only 8 suffered minor injuries.25

SEXUAL MISCONDUCT
A University agreed to pay $852M to a group of 710 women suing the university for sexual misconduct 
from a gynecologist over their decade-long tenure.26 The university previously agreed to another $215M 
settlement in a class-action lawsuit brought on behalf of the former patients of the gynecologist.26 The 
two settlements together amounted to $1.1B, which is the largest sexual abuse payout in the history of 
higher education.26

Damage Awards and Settlement Trends

19

2015 2016 2017 2018 2019 2020 2021

22
28 30

40
46

72

$250,000-$999,999 $1 million-$9.99 million $10 million and greater
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Guidance
BEGIN THE RENEWAL PROCESS EARLY 
The General Liability, Cyber, Excess/Umbrella and Property markets are constrained 
and more challenging to navigate in the disciplined market. With an outcome of 
increasing prices across all lines of business and in every industry sector, brokers are 
being swamped with submissions from their insureds who want to minimize these 
additional costs.

PARTNER WITH INDUSTRY EXPERTS
It is important to work with your broker’s industry experts who truly understand the 
business and the market for placing the specific risk. Collaborating with a team who can 
best represent your risk and partner with your operations is more important than ever 
during this disciplined market we are experiencing.

HIGHLIGHT CYBER SECURITY & PROACTIVE RISK MANAGEMENT 
The frequency and severity of cyber claims are constantly on the rise, resulting in 
more underwriter scrutiny of companies’ cybersecurity hygiene. The importance of 
highlighting any additions in cybersecurity staffing or updated systems protocol 
cannot be overstated.

ENGAGE LOSS CONTROL TEAMS 
Frequent communication with your broker’s loss control team is a top priority, especially 
when a claim arises. Engaging your loss control team in the event of a claim can help 
reduce the impacts to your business financially and operationally. We work with you to 
understand your financial goals and operational challenges so we can identify, develop 
and deliver Risk Control Solutions that strategically mesh with your objectives.

CONTRACT REVIEW 
Our Contract Review teams add value to our clients’ overall risk management program 
by making sure the indemnity language is market standard and doesn’t expose our 
clients to unforeseen losses that may not be insurable.

Sources
1 The Trends Report 2022 (chronicle.com)
2	 Here’s	How	Rising	Inflation	Is	Affecting	Higher	Ed	(chronicle.com)
3	 2021	NACUBO-TIAA	Study	of	Endowments
4	 Higher	Education	Endowments	Post	Strong	Returns	During	the	

Pandemic	But	See	Inflation	as	an	Emerging	Challenge	(nacubo.org)
5	 States	Show	Recovery	in	Support	for	Higher	Education	(chronicle.

com)
6	 Here’s	How	Rising	Inflation	Is	Affecting	Higher	Ed	(chronicle.com)
7	 The	Shrinking	of	Higher	Ed	(chronicle.com)
8	 Industry	Outlook	-	61131a	Colleges	&	Universities	in	the	US	-	

MyIBISWorld
9	 (2)	New	Messages!	(elearnmagazine.com)
10	 Where	Is	Higher	Education	Heading	Next?	3	Major	Trends	For	2022	

(elearnmagazine.com)
11	 Microsoft	Word	-	Pulse4.docx	(bayviewanalytics.com)
12 https://www.ciab.com/download/35006/
13	 CSU	researchers	increase	forecast,	now	predict	very	active	2022	

Atlantic	hurricane	season	-	Walter	Scott,	Jr.	College	of	Engineering	
(colostate.edu)

14	 US	MGA	Strata	looks	to	restructure	after	reinsurers	pull	support	|	
News	|	The	Insurer

15	 3	Habitational	Insurance	Trends	Driving	Need	for	Property	
Condition	Intelligence	in	2022	-	CAPE	Analytics

16	 Rising	material	prices,	catastrophe	losses	put	focus	on	multifamily	
property	claims	|	Business	Insurance

17	 US	MGA	Strata	looks	to	restructure	after	reinsurers	pull	support	|	
News	|	The	Insurer

18	 For	colleges,	insurance	against	sexual	misconduct	is	becoming	
harder	to	get	|	Higher	Ed	Dive

19	 Educators	Legal	Liability	|	United	Educators	(ue.org)
20 https://www.ciab.com/download/35006/
21	 Commercial	Auto	Insurance	Market	2022	Demand	Statistics	by	

Regions	-	Developments	In	Manufacturing	Technology,	Regional	
Growth	Overview,	Recent	Trends	and	Analysis	Forecast	2029	-	
MarketWatch

22	 Q2/Q3	2022	State	of	the	Market	(amwins.com)
23 https://www.ciab.com/download/35006/ 
24	 Higher-Ed	Cybersecurity	Insurance:	Are	You	in	Good	Hands?	

(govtech.com)
25	 Students	Returning,	Legal	Battle	Brews	over	Reno	Dorm	Blast	

(claimsjournal.com)
26	 Large	Loss	Report	2022	(ue.org)



IMACORP.COM/MIF

This material is for general information only and should not be considered as a substitute for legal, 
medical, tax and/or actuarial advice. Contact the appropriate professional counsel for such matters. These 
materials are not exhaustive and are subject to possible changes in applicable laws, rules, and regulations 
and their interpretations.

NPN 1316541 | IMA, Inc dba IMA Insurance Services 
California Lic #0H64724

©IMA Financial Group, Inc. 2022
CT-MiF-IMA-ED-101922

Markets in Focus Contributors

RYAN ARCHER, Account Executive

TYLER BREVIK, Commercial Lines Team Leader

ALEX FULLERTON, Marketing Specialist, Marketing Intelligence & Insight

DEREK KARR, National Education Practice Director

More Than Just Insurance
Based in North America, IMA Financial Group, Inc. is an integrated financial services 
company focused on protecting the assets of its widely varied client base through 
insurance, risk management and wealth management solutions. As an employee-
owned company, IMA’s 1,800-plus associates are empowered to provide customized 
solutions for their clients’ unique needs.

DEREK KARR
National Education Practice Director
derek.karr@imacorp.com

For any questions, please reach out to:


