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BACKGROUND AND PURPOSE 

The Economic Affairs Interim Committee (EAIC) chose to study child care and the workforce during the 

2023-2024 interim. At the March 2024 EAIC meeting, the committee requested further analysis on 

potential policy changes related to liability insurance for child care providers. 

This paper reviews the insurance survey1 conducted by Zero to Five Montana, which was the basis for the 

committee’s interest in looking at insurance solutions for the child care industry, and analyzes the two 

potential models for consideration concerning liability insurance that were presented at the March 2024 

EAIC meeting. 

CHILD CARE INSURANCE SURVEY 

INSURANCE SURVEY HISTORY 

Zero to Five Montana conducted an insurance survey in 2023 to ascertain child care providers’ 

experience with obtaining and retaining insurance for their business. The survey was sent to the 

complete list of licensed and registered child care providers in the database maintained by the 

Department of Public Health and Human Services (averaging 900-1000 providers), and 142 child care 

providers responded to the survey.  

 

INSURANCE STATISTICS 

Nearly all respondents (98%) 

indicated they currently carry 

general liability insurance. 70% of 

the respondents elected to report 

their insurance premiums – the 

chart on the right shows a rising 

mean increase over the years:2 

 

 

 

1 See Appendixes A and B for an infographic and full summary of Zero to Five’s insurance summary  
2 https://leg.mt.gov/content/Committees/Interim/2023-2024/Economic-Affairs/Meetings/January-2024/1.1.3-Insurance-
Survey-Summary-Findings-14April23.pdf 

https://leg.mt.gov/content/Committees/Interim/2023-2024/Economic-Affairs/Meetings/January-2024/1.1.3-Insurance-Survey-Summary-Findings-14April23.pdf
https://leg.mt.gov/content/Committees/Interim/2023-2024/Economic-Affairs/Meetings/January-2024/1.1.3-Insurance-Survey-Summary-Findings-14April23.pdf
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OBTAINING & RETAINING INSURANCE 

The Zero to Five survey asked respondents questions about experiences when obtaining, renewing, and 

potentially seeking new carriers for insurance.  

Sixty (42%) of the 142 survey respondents reported they had been dropped by an insurance carrier at 

some point since 2019. Of the 60 respondents reporting dropped coverage, 37 providers stated the 

reason for the dropped coverage was because the carrier no longer covers child care in the state. The 

remaining 23 providers cited additional reasons for dropped coverage, including: 

• insurance carrier requiring a 6:1 ratio despite an 8:1 ratio allowed by the state 

• childcare provider uses wading pools 

• inadequate sidewalk access outside of the building 

• operating out of a mobile home 

• dogs present in the child care facility 

 A separate survey question asked about child care providers seeking liability insurance from a new 

carrier during recent years, and nearly half – 49% - of the respondents reported applying for insurance at 

other carriers while 47% had not. Similar to the previous survey question, the majority of the reasons for 

new coverage denial was due to the carrier not covering child care. Other specific reasons cited in the 

survey were: 

• carrier will not insure desired capacity of children 

• lack of self-closure on fenced area 

• carrier will not cover mobile homes 

The Zero to Five survey provided additional observations, including a desire for more alignment between 

licensing requirements and insurance policies, rising premiums in other types of insurance policies, and 

benefits of using an insurance broker to assist in negotiating better rates. 

 

 

 

 

 



MAY 2024  
 

CHILD CARE & WORKFORCE:  INSURANCE ANALYSIS  
 

3 
Economic Affairs Interim Committee 

Erin Sullivan 

REINSURANCE ANALYSIS 

At the March 2024 EAIC meeting, the State Auditor’s Office (SAO) provided a memo outlining the key 

characteristics of the Montana Reinsurance Association (MRA), which is a statutory association in Title 

33, MCA for health insurance. The purpose of the MRA is “to establish a Montana-based public 

reinsurance program in order to stabilize the individual health insurance market, maintain competition, 

and reduce premiums.” 33-22-1301, MCA. 

The MRA is successful due to the ability of the program’s funding through federal grant monies and 

health insurance premium assessments. According to the SAO, the MRA receives $28-30 million annually 

in federal dollars through the section 1332 waiver application, and the program additionally assesses 

member insurance companies 1.2% of premium.  

The child care industry is seeking solutions for liability insurance, not health insurance. Establishing a 

state administered reinsurance program for liability insurance for the child care industry will require a 

funding source prior to implementation that is currently unavailable.  

FUNDING SOURCES FOR REINSURANCE POOL 

The state could look at a variety of funding sources to establish a reinsurance pool for the child care 

industry. The committee could draft legislation for a temporary funding source for a child care reserve to 

assist the industry under certain conditions, for example until the reinsurance pool is established to a 

point, for a certain number of years, or until the market is more competitive. The committee could look at 

existing state resources such as the coal trust, marijuana tax revenue, or general fund for funding sources, 

or could look at new revenue sources such as a new tax or fee.    

CAPTIVE ASSOCIATION INSURANCE ANALYSIS 

At the March 2024 EAIC meeting, the SAO provided a memo describing the captive insurance model and 

noted that, like the reinsurance model, the captive insurance model would likely need a funding source 

for startup costs and reserves, and suggested the committee look at what the legislature did for the 

school districts in 2023 in HB332. This includes providing an incentive for the industry to form an 

association, but including stipulations to access the incentive, including a minimum number of 

participants, cap on administrative costs, authorization from the CSI, and expiration date to qualify. 

A committee consideration for the captive insurance model was to recommend the child care industry 

work with the SAO to determine the feasibility of forming an association to negotiate lower property and 

casualty premiums. According to Raise Montana, the industry has already been looking at this model as a 

possible shared service for providers, and currently provides telehealth services for its members. Raise 

Montana recently began the process of working with the SAO to collect information and evaluate options. 

 

https://leg.mt.gov/content/Committees/Interim/2023-2024/Economic-Affairs/Meetings/March-4-5-2024/4.07-SAO-Memo-Reinsurance.pdf
https://leg.mt.gov/content/Committees/Interim/2023-2024/Economic-Affairs/Meetings/March-4-5-2024/4.06-SAO-What-is-Captives.pdf
https://leg.mt.gov/content/Committees/Interim/2023-2024/Economic-Affairs/Meetings/March-4-5-2024/4.015-LSD-Brief-Childcare-Policy-Options-Insurance.pdf
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FUNDING SOURCES FOR A CAPTIVE ASSOCIATION 

The funding source in HB332 utilized budget surplus funds available during the 2023 legislative session. 

Absent these funds, the committee could look at the same funding structure as the reinsurance pool to 

assist the child care industry in establishing a captive association model. Similar to both the reinsurance 

analysis and HB332, the committee could draft legislation to make the funding temporary, or available 

only under certain conditions. 

CONCLUSION 

No legislative action is necessary for the child care industry to form an association, which is a necessary 

first step in both potential models. The legislative options the committee can consider involve 

appropriating funds; however, may be premature as the amount of funds needed are unknown. A 

completed feasibility study or an established association may provide enough data to determine an 

appropriate amount of funds to request for future legislation from an individual legislator during the 

2025 legislative session or as part of a follow-up study topic during the 2025-2026 interim. 

An alternative option for the committee is to look at establishing a child care trust, similar to HB967 from 

the 2023 session. While HB967 failed to pass the House, the bill requested an initial amount of funds to 

establish the trust and was not reliant on what would be necessary for either the reinsurance or captive 

association models discussed above.  

 

 

 

 

 

 

 

 

 

 

  

https://leg.mt.gov/bills/2023/billpdf/HB0967.pdf
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APPENDIX A: INSURANCE SURVEY INFOGRAPHIC 
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APPENDIX B: INSURANCE SURVEY FINDINGS 
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