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With approximately 400 different classifications available 
for Texas employers, proper classification can be an 
overwhelming task for agencies. But it’s essential for 
both the employer and the agent that classification be 
accurate. 

Misclassification of employee payroll can create financial 
and legal risks. Classification errors are typically not 
caught until audit, leaving policyholders with the 
unpleasant surprise of additional audit premiums. 

Classification discrepancies also increase error and 
omission exposure for agencies and can negatively 
impact the agency’s relationship with clients.

Proper classification of risks is essential for insurance 
carriers as well so that they ensure their ability to pay 
future claims. Over- or under-stated premium due to 
classification errors can also lead to inadequate rate 
filings by state rating agencies, which impacts the 
industry as a whole. 

The goal of the classification process is to assign 
one basic classification code that best describes an 
employer’s business operations. It is common for 
employers to mistakenly assume that employees are 
classified based on the individual occupations or job 
duties of the employees. Subject to certain exceptions, it 

is the business that is being classified, not the employees 
within the business. 

Most states do have standard classification exceptions 
for occupations that are common for most employers 
and have lesser exposures, such as clerical and sales 
occupations. For example, a clerical employee would 
not be exposed to the same hazards as a manufacturing 
employee. Therefore, the clerical rate is typically lower 
than the rate for a manufacturing employee. 

In order to avoid the many pitfalls associated with 
misclassification of a workers’ compensation risk, it is 
important to have a clear understanding of an employer’s 
operations. The best resource to guide the insurance 
professional in the classification process of a workers 
compensation risk is the Texas Workers’ Compensation 
and Employers Liability Manual at: www.tdi.texas.gov/
wc/regulation/documents/WCRULES.pdf.

It is common for employers to 

mistakenly assume that employees 

are classified based on the individual 

occupations or job duties of the 

employees.  
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Liven Up Your 
Safety Meetings
Employees learn and retain more when training is 
stimulating and involves them directly. To keep your 
safety meetings from becoming boring, try some of these 
techniques:

Purpose, Outcome, Process (POP) – Talk about the 
purpose of the meeting, the outcome you expect, and 
the process you will use to achieve the outcome.

Get employees involved – Ask an employee to talk 
about safety or to tell a story about a time when following 
the safety rules really paid off.

Use humor – Everyone likes to laugh. Some safety 
videotapes are designed to get a laugh while still making 
a point.

Invite a guest speaker to attend – Invite someone 
from another department or a policeman or fireman to 
speak to employees about specific safety topics.

Does the employer have to pay injured employees 
their pre-injury wages when they come back on 

light duty?

No. The employer pays the employee the rate 
commensurate with the job the employee is now 

performing. For example, if a service tech making $15/
hour pre-injury wage is injured and returns to work as a 
porter, he would be paid the wage of a porter, say $8/
hour. Workers compensation insurance would then pay 
70% of the difference between the pre-injury and post-
injury wage. In this case, the difference between $15 
and $8 is $7, and 70% of $7 is $4.90. So the employee 
would receive $8/hour from the employer and $4.90 from 
the insurance carrier.

What happens if the employee gets hurt while on 
light duty? Is the employer responsible for that?

As with any workplace injury, the employer is 
responsible if the injury is within the course and 

scope of employment. However, the odds of getting 
injured while on light duty are actually much less than 
if the employee is at home. At work, the employer 
can monitor the employee’s activities and ensure that 
doctor’s orders are being followed. 

Can a company get in trouble with the ADA 
(Americans with Disabilities Act) if it does not hold 

the injured employee’s job open for him or her?

That is possible, which is why return-to-work 
makes such great sense. By bringing the 

employee back on light duty, the company is making 
a good faith effort to return the employee to work, 
and the company’s liability under the ADA is greatly 
reduced.
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Question
Dear Jan, 
Recently I visited the home office of 
one of our insurance carriers. I was 
so impressed with the operation 
– the employees were engaged, 
competent, and most important to 
me, they seemed to enjoy what they 
were doing. I run a small agency, 
and when I walk in our front doors, 
I’m lucky to get a smile. I want my 
agency to create the same kind of 
impact I experienced. How can I 
change the way my staff operates?

Answer
What I hear is that you want to 
create a culture in your agency. In 
its pure definition, culture is “a set 
of shared attitudes, values, goals, 
and practices that characterizes an 
organization.” There are conflicting 
positions on where to start the 
process:  build great products and 
services or build great people.  
Obviously, to be successful an 
agency has to have both ingredients, 
but I’m focused on people. One 
basic customer service tenant that 
has been proven accurate is that 
you cannot expect an employee to 
treat a customer any better than 
they are being treated themselves. 
My baseline for culture development 
is simple – put your employees 
first. After you accept that as your 
baseline, I offer the following steps to 
help you in your process. 

Teamwork, Teamwork, and More 
Teamwork  
The safest way to ensure that your 
agency sustains optimal growth and 
improvement is to ensure there is 
a solid infrastructure of teamwork. 
Many agencies rely on individual 
performance and sadly, when that 
star performer moves on, it leaves 
a large void in the organization. 
Teamwork not only ensures more 
buy-in for the development of the 
culture, it also sustains continuity if 
someone leaves.  

Communicate Frequently  
Any time an organization operates 
on a “need to know” basis, it 
shouldn’t come as a surprise that 
employees start filling in the blanks 
– and they do so with a great deal 
of imagination. It is imperative that 
after you have created your basic 
culture statement it is repeated 
continuously with frequent and 
regularly scheduled meetings to 
ensure the values are still in place 
and have not been compromised. 
These values become the basis of 
your customer service to both your 
internal and external clients. 

An agency culture isn’t built 
overnight – it is a process, and in 
some organizations it is a journey. 
How well you develop, implement, 
and model the values will have a 
direct impact on the success of 
your agency. 

The Principal Sets the Tone  
As the principal you need to 
determine exactly what is important 
to you for your organization. Make 
a list of four or five core values you 
want to incorporate (e.g., integrity, 
exemplary service, collaboration, 
innovation, positive attitude, etc.) 
in your agency. If being extremely 
competent is your most important 
priority, then you must set the 
model for everyone else by being 
extremely competent. As you go 
through your list, recognize you take 
the lead in being the model for the 
behavior you want exhibited by your 
employees.

Nothing Happens Without a Plan  
In your agency, you will have to take 
the lead in creating the vision, the 
mission, and the culture statement. 
That might include hosting a series 
of meetings so that your staff can 
tell you how they see the agency 
currently and what environment 
they want in the future. I would 
encourage you to listen to your 
employees; they know the good, 
the bad, and the ugly about your 
operation and you need this 
information. Now is the time to 
get as much candid feedback as 
possible so that you can answer 
three very important questions: 1) 
Where are you going? 2) Why are 
you going? and 3) How are you 
getting there?
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Agency resource Jan Kearbey tackles your 
toughest agency management questions


