


Promoting Economic Security and Prosperity
The Many Impacts of Wisconsin’s P&C Industry

hough often overlooked, the prop-
I erty and casualty (P&C) industry

is a major contributor to Wiscon-
sin’s economy. It directly employs more
than 20,000 workers at pay rates sig-
nificantly higher than the state average.
Thousands more residents are employed
at independent insurance agencies and
brokerages that sell and service P&C
insurance throughout the state.

But the industry’s impact on the state
economy is about more than just jobs.
Property and casualty insurance protects
businesses, individuals, and families
from financial losses that can result from
unforeseen events, such as storms, fires,
and automobile accidents. The industry
also protects workers through workers
compensation insurance.

In 2019, property and casualty companies
paid $6.4 billion for insurance claims by
state businesses, residents, and workers.
That included more than $970 million for
commercial and farm buildings, equip-
ment, and vehicles, $2.9 billion to cover
claims from homeowners and vehicle
owners, and $1.1 billion for workers com-
pensation.

Behind the scenes, the P&C industry
supports local communities through its

charitable giving. The industry also sup-
ports state and local governments with
tens of millions of dollars in taxes paid
each year. It also purchases significant
amounts of government debt, which fund
capital projects, such as the building of
schools and replacing worn out roads.

INDUSTRY OVERVIEW

In 2019, Wisconsin authorized 1,009
companies, some from Wisconsin and
some from elsewhere, to write P&C in-
surance in the state. These companies are
organized in one of three ways: a stock
company, a mutual company, or a town
mutual.

A stock company is owned by sharehold-
ers; it may be privately held or publicly
traded on a stock exchange. Stock insur-
ance companies comprise the vast major-
ity of firms authorized to write property
and casualty insurance in Wisconsin.

A mutual company is owned by its poli-
cyholders rather than by shareholders.
Wisconsin has two types of mutual insur-
ance companies doing business in the
state. “Traditional” mutuals write P&C
insurance statewide.

By contrast, town mutuals are allowed
to write insurance only in the counties
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Wisconsin has a P&C cluster. In 2019,

Tabl

the state was home to 159 P&C
insurance companies, the
4th highest number

nationally.

specified in their license. Town mutuals
were originally formed in the late 1800s
to provide insurance for Wisconsin farm-
ers and rural homeowners. In 2019, 54
town mutual insurance companies were
operating in Wisconsin.

Regardless of type, the number of compa-
nies authorized to write insurance in the
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# of Companies Authorized to Write P&C  Losses

Insurance in Wisconsin Paid
Stock  Mutual Town
P&C P&C  Mutuals Total Dom. $ bill.
803 104 73 980 175 $3.96
810 102 73 985 179 $3.93
806 101 73 980 181 $4.22
823 100 71 994 182 $4.95
828 102 68 998 181 $4.87
842 103 68 1,013 180 $4.76
847 101 66 1,014 178 $5.00
863 98 65 1,026 176 $4.52
865 99 64 1,028 179 $4.80
857 97 61 1,015 174 $5.25
863 96 60 1,019 171 $5.01
855 93 59 1,007 169 $5.43
854 91 58 1,003 168 $5.53
842 94 55 991 170 $5.05
840 96 55 991 166 $5.39
839 94 54 987 168 $5.79
843 94 54 991 162 $6.07
864 91 54 1,009 159 $6.40

YTICS

state has fluctuated over the last two de-
cades, generally rising from 2002 through
2010, then declining slightly in ensuing
years. It settled at around 990 for several
years (see Table 1) before climbing back
to over 1,000 in 2019.

WISCONSIN INSURERS

All property and casualty insurers help
protect individuals, families, and busi-
nesses from unexpected financial losses.
However, the companies that call Wiscon-
sin home have a large economic footprint
that helps drive the state economy.

Of the 1,009 companies authorized to
write P&C insurance in 2019, 159 were
Wisconsin-based insurance companies.

A Wisconsin P&C Cluster

At first blush, the 159 figure may not
seem like a large number of companies.
However, for a state with the population
of Wisconsin, it is sizeable. According
to the Insurance Information Institute, in
2018 Wisconsin ranked fourth nationally
in the number of domiciled P&C insurers.
The three states that Wisconsin trailed—
Texas, Illinois, and New York-were all
significantly more populous.

To put Wisconsin’s number four ranking
in context, in 2018 the state had:

» the nation’s 20th largest population;
+ the 19th largest workforce;

+ the 19th-most private business estab-
lishments in the nation.

A Net Importer of Dollars

Wisconsin’s economy benefits from be-
ing home to so many of these insurers.
Because most sell property and casualty
insurance nationwide (the exception is
the farm mutuals), the Badger State is a



net exporter of P&C insurance and a net
importer of premiums.

In 2019, Wisconsin-based P&C compa-

Wisconsin's property and casualty
insurance industry employs more

nies wrote nearly $34 billion in insurance
across the country. State residents pur-
chased $4.3 billion of that amount. Thus,
Wisconsin was a net importer of $29.6
billion in P&C insurance premiums. Over
the five years ending in 2019, the state
was a net importer of nearly $130 billion
in premiums.

This is critical because it is these dollars
that help pay the wages and benefits for
thousands of state residents and helps to
fund millions in charitable giving from
these companies.

SUSTAINING & CREATING JOBS

For most people, “economic impact” is
about jobs: How many jobs are supported
by or created by a business or an industry.
In 2018, the property and casualty indus-
try in Wisconsin accounted for as many
as 28,000 jobs.

P&Cin 2018

The total number of jobs in Wisconsin’s
P&C industry is the sum of those em-
ployed directly by P&C companies domi-
ciled in the state and those employed at
independent agencies and brokerages or
other affiliated firms. This first number is
reported on federal surveys, but the sec-
ond must be estimated based on figures
covering the overall insurance industry.

The U.S. Census Bureau’s County Busi-
ness Patterns report shows that Wiscon-
sin-based P&C companies employed
20,760 residents in 2018. That figure was
up from under 19,000 four years earlier.

As mentioned, Wisconsin has a rela-
tively large cluster of P&C firms. Two

than 20,000 people at an
average wage of more

than $87.000.

employment-based measures show the
importance of the industry to Wisconsin’s
economy.

The first measures P&C employment as

a share of total employment in the state.
To provide perspective, Wisconsin’s P&C
employment share is compared to other
states. At 0.8% of total employment,
Wisconsin ranks eighth nationally on this
measure (see Figure 1).

A second measure is one commonly used
by economists and economic develop-

ment professionals to measure the impor-
tance of an industry to a state. At its most
basic, the location quotient (LQ) indicates

Figure 1: Wis. Among Top 10 States
P&C Employment as Share of Total, 2018
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In 2019, Wisconsin was a net importer
of nearly $30 billion in P&C pre-
miums, which helped fund

job creation and other

investments in
the state.

whether the industry is a net exporter or

net importer of the goods or services it
produces.

Imported goods and services send local
dollars to other states or countries. By
contrast, industries that are net export-

ers bring dollars into the state from other

states or countries.

The location quotient is centered around

1.0; an industry with a LQ of 1.0 pro-
duces just enough goods or services for

state consumption. In other words, it is an
industry that produces a good or service
that, on net, is not exported or imported.

An industry with a location quotient less

than 1.0 is one that does not produce

enough for state consumption. Thus, the

product or service it produces must be

imported to satisfy consumer demand of

state residents, resulting in dollars flow-
ing out of the state’s economy.

By contrast, an industry that is a net
exporter of a good or service has a LQ

greater than 1.0. The higher the number,

the more the industry exports to other
states and the more dollars flow into the
state.

The Wisconsin P&C insurance industry’s

LQ is 1.78, indicating that Wisconsin is

4 | FORWARD ANALYTICS

a net exporter of property and casualty
insurance. The industry brings dollars,
in the form of premiums, into the state.
As mentioned, some of these dollars are
then used to hire employees and invest in
Wisconsin’s economy.

Addlitional Jobs

The P&C employment numbers discussed
above reflect individuals employed direct-
ly by P&C insurers. However, they do not
reflect the industry’s total employment
impact in the state. P&C insurers rely on
insurance agencies and brokerages to sell
and service their products. In addition to
agents and brokers, these small compa-
nies employ support staff.

Federal employment figures provide
information on insurance agencies and
brokerages, but the numbers include all
types of insurance; life, health, as well as
property and casualty.

In 2018, 21,830 Wisconsin residents were
employed by insurance agencies and
brokerages, or by other insurance-related
firms, such as those performing claims
adjusting. Several approaches are used
to estimate the P&C industry’s share of
those jobs.

In 2018, these companies selling or ser-
vicing property and casualty insurance
employed between 5,900 and 7,400 state
residents. Adding those jobs to the direct
P&C employment raises the total num-
ber of P&C insurance jobs in the state to
between 26,600 and 28,200.

Growing Jobs

Economic impact is about more than just
employment in any one year. It is also
about job creation. Over the past 18 years,
job growth in Wisconsin’s property and
casualty insurance industry has outpaced



Figure 2: P&C Employment Growth Strong
Cumulative % Change in Jobs 2006-2018
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national growth in that industry and
growth in other Wisconsin sectors.

Since 2006, the number of jobs in the
state’s P&C industry has grown by 21.6%
(see Figure 2). Statewide, the number of
jobs rose less than 5% during this period,
due largely to losses during the Great
Recession.

Wisconsin’s P&C industry also outpaced
growth elsewhere. Growth in Wisconsin
was nearly double the national gains of
11.3%.

EARNINGS

The P&C insurance industry provides
not only significant numbers of jobs, but
jobs that pay, on average, more than in
most other industries. In 2018, the aver-
age wage in Wisconsin’s P&C insurance
industry was $87,600, or 79% above the
state average ($49,000).

Like the number of jobs, industry wages
have also increased at above-average
rates. From 2006 through 2018, the aver-
age P&C wage rose 46%, while the aver-
age wage across all industries climbed
37%.

Total Payroll

Wisconsin’s P&C insurance industry’s
payroll totalled $1.82 billion in 2018.
Including payrolls from agencies, broker-
ages, and other affiliated firms, payrolls
totalled about $2.1 billion. While the
industry accounted for 0.80% of all Wis-
consin jobs, its higher pay means total
industry payroll accounted for over 1.4%
of total Wisconsin payroll.

With growth in both employment and
average pay exceeding state averages,
total payroll changes far exceeded growth
in total statewide payrolls. From 2006
through 2018, Wisconsin P&C payroll
rose 78%, compared to 43% for total
statewide payrolls (see Figure 3).

INDIRECT ECONOMIC IMPACTS
The number of jobs and the earnings
figures shown above reflect the direct im-
pact of the P&C industry on Wisconsin’s
economy. But, the insurance industry
needs desks, computers, office supplies,
and a host of other goods to function
efficiently. Through their purchases of
these needed inputs, the industry indi-
rectly supports other jobs throughout the
economy.

Figure 3: P&C Payroll Growing Rapidly
Total Payroll Growth, 2006-2018

P&C Payrolls
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Figure 4: 80,000 Jobs Supported
Directly or Indirectly by P&C Industry

80,000
Total Wisconsin Jobs Supported

51,800
Wisconsin jobs supported
through multiplier effect

28,200
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Moreover, when P&C insurance employ-
ees spend their incomes at local grocery
and hardware stores, when they buy new
cars, when they pay their monthly mort-
gages and electric bills, they are also
indirectly supporting other jobs in Wis-
consin. Economists refer to these impacts
as multiplier effects.

The U.S. Bureau of Economic Analysis
has an input-output model of state econo-
mies that shows how employment and
wages in one industry filter through the
economy and support jobs in other in-
dustries. These multipliers show the total
impact of an industry on an economy.

As mentioned, in 2018, the P&C indus-
try accounted for 26,600 to 28,200 jobs.
However, when taking account of the
economic impact of those jobs on other
industries, the P&C industry supported
between 78,300 and 80,000 jobs state-
wide (see Figure 4). The total payroll
impact was $4.8 billion.
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SUPPORTING STATE & LOCAL
GOVERNMENT

It is clear that Wisconsin’s property and
casualty insurance industry has a sig-
nificant impact on Wisconsin’s economy.
What might be less know is that the
industry also helps fund the essential ser-
vices provided by state and local govern-
ments.

Business Taxes

Insurance companies that operate in Wis-
consin pay one of two corporate taxes.
Most out-of-state companies (and some
domestics) pay a 2% tax on gross premi-
ums written. For example, if an Illinois
insurer writes a $1,000 homeowners in-
surance policy for a state resident, it must
pay a $20 state premiums tax.

Most Wisconsin P&C insurance compa-
nies pay the corporate income tax (7.9%
of taxable income). For these firms, their
tax liability cannot exceed what it would
owe under the 2% premiums tax.

Premiums Tax. As Wisconsin’s economy
grows, so does the need for property and
casualty insurance. Thus, total insurance
written generally rises each year, as does
the amount of tax collected from Wis-
consin’s premiums tax. For the 10 years
from 2009 through 2019, these taxes rose
42.6%, from $136.3 million to $194.4 mil-
lion.

The state does not break down the premi-
ums tax by detailed industry. However,
about one-third of all insurance written is
typically property and casualty insurance.
This puts the taxes P&C companies paid
at an estimated $65 million in 2019 and
over $300 million during 2015-2019.

Corporate Income Taxes. Corporate in-
come taxes are more volatile than the pre-



miums tax, rising and falling with profits
and the economy. Profits in the insurance
industry are also affected by the number
and size of claims. Natural disasters, such
as tornadoes in Wisconsin negatively
impact P&C profits.

In 2017 (the latest year for which the
Wisconsin Department of Revenue has
information), corporate income taxes paid
by all insurance carriers totaled $30.1
million. Over the five years ending in
2017, Wisconsin insurance companies
paid $166.5 million in corporate income
taxes.

Individual Income Taxes

Like all state residents, property and
casualty insurance employees pay state
income taxes on wages and other income.
Because average industry pay is well
above typical pay in the state, P&C em-
ployees pay taxes at higher average rates
than the general population.

Industry employees pay taxes on their
wages and on other income (interest,
capital gains, etc.). Depending on assump-
tions about marital status, deductions,

and other factors, P&C employees paid
between $111 million and $130 million in
state income taxes on their wages.

Other Taxes

Like other state residents, insurance in-
dustry employees pay state sales and local
property taxes. Insurance companies also
pay local property taxes on their facilities,
as well as sales taxes on taxable purchas-
es. While these amounts are likely signifi-
cant, insufficient data make it impossible
to establish these amounts.

INVESTING IN COMMUNITIES
In addition to providing more than 25,000

high-paying jobs and paying significant
state and local taxes, insurance compa-
nies boost community development in
many other ways, including charitable
giving and purchase of municipal bonds.

Charitable Giving. While data are not
available at the state level, McKinsey and
Company surveys P&C companies na-
tionally to estimate total charitable giving
in the industry. Based on their most re-
cent survey, P&C charitable giving across
the country was estimated to be between
$560 million and $600 million annually
during the 2016-2018 period.

To extrapolate state numbers, it seems
reasonable to assume that the amount of
charitable giving is related to firm size. If
the national figure is apportioned based
on premiums written, Wisconsin insur-
ance companies likely donated about $28
million in 2018 to a variety of charitable
causes.

Purchasing Municipal Bonds. A second
way that P&C insurance companies invest
in local communities is by purchasing
municipal bonds.

State and local governments typically
borrow to pay for long-term investments,
such as new schools, roads, and other
public infrastructure. Many of the munic-
ipal bonds issued to fund these projects
are purchased by P&C insurance compa-
nies.

Nationally, the P&C insurance industry
held $273 billion in municipal bonds in
2019.

AFFORDABLE PROTECTION
Protecting Wisconsin residents and busi-
nesses from unexpected financial losses is
why the property and casualty insurance

FORWARD ANALYTICS | 7



Wisconsin’s P&C insurance industry
protects homes and automobiles
at some of the lowest
premiums in the

nation.

industry exists. However, that protection
has to be affordable. Wisconsin is for-
tunate to have some of the lowest P&C
premiums in the nation.

The home is one of the biggest invest-
ments individuals or families make.
Because of the size of the investment,
there needs to be protection from fire,
tornadoes, or other unexpected events.
In 2017, homeowners insurance averaged

$779 in Wisconsin and was fifth lowest in

the country. Renters insurance averaged
$134 and was third lowest nationally (see
Figure 5).

Figure 5: Affordable Coverage
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Car owners generally buy three types of
automobile insurance: liability, collision,
and comprehensive. Both liability and
collision insurance here were nearly 33%
below average; comprehensive insurance
was 7% below average. When the three
coverages are combined, Wisconsin’s
$731 average automobile premium was
lower than premiums in all but six states:
Idaho, Iowa, Maine, North Carolina,
North Dakota, and South Dakota.

When average auto and homeowners in-
surance premiums are combined, Wiscon-
sin ranks 2nd nationally at $1,510. Only
Idaho had a lower combined premium.

SUMMARY

The impact of Wisconsin’s property and
casualty insurance industry on the state
economy is far reaching. The P&C indus-
try employs nearly 28,000 state residents
in high-paying jobs. Industry wages
average more than $87,000 per year, an
amount which is 79% above the state
average.

The industry’s economic impact extends
beyond those 28,000 employees. When
P&C workers spend their earnings, they
help support jobs in the retail, food ser-
vice, and other industries. When these
impacts are added, the P&C industry sup-
ports, either directly or indirectly, nearly
80,000 jobs in the state.

The industry helps fund state and local
public services with the taxes it pays on
premiums, corporate and individual in-
comes, property, and taxable purchases.

The P&C industry also helps promote
community development by purchasing
municipal bonds from Wisconsin’s state
government and its local counties, mu-
nicipalities, and schools.
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