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An educational institution, called Business XYZ
for this study. experienced rising premium costs for
workers® compensation insurance that climbed steadily
for several years and jumped sharply in 1984 and 19835.
In order to keep operating costs down, the
administrative officers felt ways must be found to
reduce the costs of workers®™ compensation for this
business.

The purpose of this study was to look at the
overall situation involving workers®™ compensation
claims and costs at Business XYZ across the period of
vears the premiums rose so dramatically and to
determine causes and solutions to the problem of hiah
workers® compensation costs.

To determine if costs could be reduced, the study
examines workers® compensation laws and procedures as
well as the experience rating process. The particular
records of injuries for Business XYZ from 1980 through
1985 were examined to determine what could be done to
reduce costs of medical care and the amount of claims
filed. The research was nonexperimental and
conclusions were drawn through inference about the
relations among the variables found in the business
records.

New procedures and programs were initiated during

the course of the project. The 198&6 incidence of




7.4
=

injury fell indicating the changes made were effective
for that year.
Recommendations to administration for keeping the

number of injuries and costs down concludes the paper.
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PART I:1 BACKGROUND AND INTRODUCTION



cost in the institutional budget as indicated by Table

1-1.

Table 1-1

Fiscal
Year

&/77-6/78
&/78-6/79
&/79-6/80
&/BO-6/81
&/81-6/82
6/B2-46/83
&/82-6/84
6/84-6/85

6/85-6/86

Insurance Fremiums Faid by Business XYZ

FPremium
Amount Faid

$ 6,301
12,999
9,158
18,274
24,992
16,019
19,069
40,807

50,576



Study of the rise of the insurance premium costs
for Business XYZ stimulates a question about why the
premium more than doubled from 1983/84 to 1984/85. Was
this increase industry wide or specific to this
business? An interview with Boyle Rhodes, the insurance
broker who assists this business in obtaining insurance,
revealed that rates had gone up for all similar
institutions, and that this particular business had been
placed in an assigned risk pool because of its loss
experience.

According to Rhodes. schools were experiencing
higher incidences of injury for multiple reasons. Many
schools have agrounds requiring maintenance and mowing.
The job of mowing has higher risks for injury than many
other tasks. Also there is much lifting to be done in
school maintenance bringing on the risk of back injury.

In addition to their job requiring high-risk tasks,
maintenance personnel usually fall in the lower income
and educational levels. More worker compensation
injuries are reported in the lower income levels.

To determine why the business in this case was
Placed in an assigned risk pool requires a look at the
Claims experience of the business.

Starting in 1977, the number of claims against
Worker Compensation began to climb drastically. The
number of work-related injuries in 1977 rose 3&7 percent

Over claims in 1976. There were over twice as many




reported injuries in 1977 as any previous year since
1972. The information given in Table 1-2 agives a
petter picture of the number of claims and number of

lost work days experienced in 1972 through 1978.

Table 1-2.

Loss Experience 1972-1978 For Business XYZ

Year Number of Number of
Claims Days Lost from Work
1972 10 26

8 18
57
0
121
17 plus

177




1974, and 1975

The number of claims from 1973,

affects the 1977/78 insurance premium. The 1978/79
premium is based on the loss experience from 1974, 1975,
and 1276. The exact formula for rating will be
explained in Section I1, Chapter Seven of this study.

In 1979, CNA, the insurance company administrating
workers’® compensation for Business XYZ, did a study of
the claims of worker injury on the job at this business.
Recommendations were made at that time to initiate
safety programs. FBecause of changes in personnel it is
difficult to determine how many of the recommendations
were 1mplemented. Some safety programs were in place in
19832 but were not continued in 1984 or 1985 according to
company records.

A major turnover in top administration for Business
X¥YZ occurred in 1982 and 198Z% which could account for
lack of continuity in carrying out the recommendations
of the previous insurance study. No evidence can be
found to indicate whether the old administration
attempted to do anything about the increasing number of
worker injuries. Only after the new administration took
over and began to look into determining any excessive
costs of operation were safety programs initiated.

Even with safety programs, premium costs continued
to rise yearly. Financial officers of the business in

this case study wanted to find a way to slow this

dramatically increasing expenditure.




Investigating a way to reduce the costs raised a
number of guestions. Are the number of claims per year
increasing? Besides costs of premiums,., is absenteeism
due to work-related injury increasing and driving up
operating costs for the business? Hiring temporaries
and paying overtime to cover work done by the absent
employee adds to the cost of doing business.

How much is the cost of medical treatment
increasing? Are other factors propelling the number of
claims for on—-the—jiob injury? A study of these issues
is needed.

The hypothesis of this study is that by
investigating the number and pattern of injuries, the
ways of treating these injuries, and studying the
effectiveness of safety programs in the past, ways can

be found to reduce workers’ compensation costs for this

business.




Chapter Two - The Business

For this project the real name of the business will
not be disclosed. It is a real and viable business
operating on & limited budget and striving to control
any unnecessary costs.

Education is the primary purpose for Business XYZ.
To supplement income, buildings and facilities are
rented to interested groups for meetings and conventions
requiring year-round maintenance. A food service is
also in operation all year long.

Within the academic environment. many departments
operate facilities for on—-the-job training. A theatre,
radio station., chemistry laboratory. greenhouse, art and
photo studio. and a computer center operate year long
for educating students. These facilities require use of
special equipment and skills to maintain the specialized
equipment. A moderate-sized stadium is also located on
the property.

Most of the academic departments have occupational
hazards inherent to their nature of operation. Theatre
requires building and moving sets and props. The
chemicals used to make fog and smoke can be hazardous
and there is little regulation over these chemicals
(Rossol, 1984). The radio station uses high voltage
€lectrical equipment. Special chemicals are used in

art, photography, and chemistry. All these hold the



potential for accidental injury to those using them.
Eye and neck strain are occupational hazards of those
using computer CRTs for long periods of time in data
entry.

The people employed by XYZ are diverse in ages and
backgrounds. Some employees are high school students,
some are drop-outs from school, and others possess
multiple doctorate degrees. There are between 300-400
people employed full—-time and part-time by Business XYZ.
In total man—-hours, these employees work approximately
500,000 hours per year. The number of pecple employed
varies from month to month dependent on what academic
programs or services are being offered.

The physical layout of Business XYZ covers about
240 acres of land. The terrain is hilly requiring
numerous steps and terraces. The land requires the use
of tractors to mow the arass, remove snow, and pull
trailers around the grounds. The landscaping duties are
extensive: hundreds of trees, shrubs. and flowers cover
the acreage on which the business is located. Pruning,
Planting, trimming and maintenance of grounds require
use of tools and equipment that can be hazardous if not
handled carefully.

Twenty—four aging buildings are in use on the

Campus. The style of eight of these buildings is tall

With sharply inclined roofs. Replacing windows,

Fepairing roofs, and maintaining the exterior of the
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buildings usually involve the use of a "cherry picker",
a truck with a bucket (large enough to hold a couple of
men) attached to a mechanical arm that can raise the
pucket several feet in the air. Usinag this machine can
be dangerous when working on the upper stories of the
pbuildings.

Most of the buildings are old and in need of
constant repair. The newest structure was built in
196%9. The oldest building was built in 1B6%9 with
additions made in 1881 and 1887. The structure housing
the boilers heating most of the buildings was built in
18920. Nine other buildings are over 30 years old.
Keeping up these buildings necessitates the use of more
potentially hazardous equipment. An overview of the
ages of the campus buildings is shown is Table 2-1.

Connecting the 24 buildings that are used by XYZ is
& network of tunmnels that have been in existence before
World War I1I. Over 7000 feet of hot steam pipes and
high voltage electrical cables can be found in these
tunnels. Working in the tunnels can be dangerous
because of the pipes and electrical cables. Inherent
dampness in the tunnels can also aggravate breathing if
long hours of work are required in these areas.

Although the product of XYZ is an educated student,
Maintaining the physical environment needed to educate

and house students can pose the greatest risk of injury

to employees of this business.




Table 2-1.

11

The Buildings and Their Ages

Name

Sibley

Boiler Room Bldg.
Ayres

Butler

FRoemer House (Bookstore)

Addition
Niccolls
Eastlick House
Irwin
Stumberg

Butler Library

Memorial Arts Building

Fresident’s House
Cobbs Hall

Watson Lodge
McCluer

Young

Farker

Fine Arts Building
Mosque

Utility Building

Gables

Stables

Year Built

1869

1890

1906

1914

1915

1978

1917

1920s

1923

1924

1929

19Z%9

1941

1948

1950s

1960

19265

19465

1969

No date

No date

No date

No date

Remodeled 19&7

avallable
available
available-razed 19895

available




Chapter Three — Workers’ Compensation

Workers® Compensation is the name given to the
practice of compensating an employee for the loss of
income and to pay for medical expenses resultant from an
injury or illness occurring while an individual is
employed. An injury., to be compensated, must be
accidental and arise out of, and in the course of
employment. Occupational disease, caused by
contributory factors in the course of employment, is
also considered compensable under workers® compensation
statutes.

The practice of workers® compensation has become
prominent because of the Industrial Revolution. In the
late 1700s and early 1BOOs, machinization beagan with
people working in factories to produce goods with
machines. By the mid-1800s common law., consisting of
unwritten law in the form of past court decisions rather
than law coming from statutes or legislative code,
imposed certain obligations (Vaughan % Elliott,1978).
These were:
to provide a reasonably safe place to work
- to provide reasonably safe tools
to provide reasonably sane and sober fellow
employees
to set up safety rules and enforce them

to warn worker of any dangers inherent in the




work that the worker could not be expected

to know

Common law in the 1800s would release the employer
from obligation if it was determined that the employee’s
own negligence contributed to the accident. The
fellow-servant rule released the employer from liability
also. The expectations resultant from this rule were
that the injured party had to seek damages from the
fellow worker who caused the injury rather than the
employer. Another situation that released an employer
from responsibility was the assumption—of-risk doctrine.
This doctrine held that an employee entering employment
was presumed to accept the normal risks associated with
the job. The assumption was that the employee was
getting paid to accept those risks.

As industrialization expanded. work-related
injuries became more prevalent. VYaughn and Elliott
(1978) state that by 1900 in the United States there
were more than 25,000-30,000 deaths each year and
approximately 2 million serious injuries sustained in
the course of employment. Injured workers and their
families were left with no income or way to pay medical
EXpenses in many cases.

In industrialized nations, a trend of thought
developed that since society gains from

industrialization. it should pay the costs. Workers®

Compensation principles are based on the notion that
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industrial accidents are inevitable so the costs of
these accidents should be considered as part of the cost
of production. Compensation for these inevitable
accidents during production should be the liability of
the employer. Money spent for worker compensation
pbecomes an operating cost.

The first worker compensation laws were passed in
Germany in 1884 and England in 1B97. Maryland passed
the first workers® compensation law in the U.S. in 1902
but it was declared unconstitutional. The first
effective workers’® compensation law was passed in 1911
which set the pattern that other states began to follow.

When laws were first passed., most states used the
terminoclogy "workmen’s compensation'. In the past
decade the nomenclature has been changed by many states
S0 say "workers® compensation" to avoid sex
discrimination.

As new concepts evolved, tort liability or lack of
it on the part of the emplover was replaced by statutes
designed to protect employees from the risks of
accidental injury, death, or disease resulting from
their employment. Whether an employer was negliagent was
No longer an issue. An employee who is injured in the
Course of his or her work has the right to compensation.
This compensation is paid by the employer or through
insurance obtained by the employer even though the

®Mployer may not be at fault for the injury.




Another general principle underlying most workers?

compensation statutes is that indemnity is partial but

¢inal. The employee will not receive pay equal to
income before the injury but payment will be given
without need to go through courts. Benefits for
work-related injury are an employee’s right.

Workers’® compensation laws are designed to meet the
following basic objectives listed clearly in the

Analysis of Workers®™ Compensation Laws from the U.S.

Chamber of Commerce (1986):

1 - Provide sure, prompt, and reasonable
income and medical benefits to work—-accident
victims., or income benefits to their
dependents, regardless of fault;

2 — Provide a single remedy and reduce
court delays. costs, and workloads arising out
of personal-injury litigationg

3 — Relieve public and private charities of
financial drain-incident to uncompensated
industrial accidents;

4 - Eliminate payments of fees to lawvers
and witnesses as well as time—-consuming trials
and appeals:

S - Encourage maximum employer interest in
safety and rehabilitation through an
appropriate experience-rating mechanism; and

& - FPromote frank study of causes of
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accidents (rather than concealment of
fault)—--reducing preventable accidents and

human suffering. (vii)

When compensation is awarded for injury, benefits
are paid periodically rather than a lump sum. This
could prevent mismanagement of the money - the thought
being that the person and family will have ongoing
subsidy without someone misusing a large sum of money
and then being left without income in later year if the
disability is long term.

Another stipulation of workers®” compensation law is
that employees cannot be required to finance worker
compensation. The cost must be born by the employer as
stated earlier.

Employers are required to carry insurance unless
they fall into a few specific categories that vary from
state to state. Table 3-1 gives a synopsis of the state
laws regarding types of employment requiring
compensation and those exceptions allowed.

Forty-seven states will allow an employer to
self-insure as an alternative to purchasing insurance.
When an employer self-insures, a fund is established to
pay compensation for employees injured. This saves on
costs associated with administrating insurance policies.
The disadvantage of self-insurance is that money
contributed to the fund kept in reserve for workers’

compensation is not always deductible for tax purposes.
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Many companies opt for purchasing insurance because the
purchase can be deducted as expense and future cost in
the current year rather than having money paid into a
fund which cannot be deducted until disbursement is
made.

In 29 states smaller employers are allowed to pool
their risks and liabilities to set up group
gel f-insurance. Missouri is one of the states that
allows this practice.

According to the U.S. Chamber of Commerce.
employers spent just under $3.5 billion in 1983 on the
various types of self-insurance. The U.S. Department of
Health and Human Services reporting in the Social
Security Bulletin estimated that employers spent just
over $22.9 billion in 1983 in purchased insurance and
self-insurance combined. Those figures indicate that B85
percent of the money spent was to purchase insurance for
workers’ compensation rather than self-insure.

In 1972 the National Commission on State Workmen’'s
Compensation Laws completed a study of the laws of the
SO states dealing with workers® compensation and
€oncluded that state laws were not reaching full
Potential, Multiple recommendations for improving the
System were submitted. These recommendations are

®mbodied in the following guidelines given to states to
improve their workers’ compensation laws:

— state laws should cover all occupations without




exemptions for small employers with only 2-7 people on
the payroll

- occupational disease should be fully covered

- a weekly cash benefit to a disabled worker should
pe at least Z2/3 of the weekly wage and subject to the
maximum amount set by the state

- penefits should be payable to a disabled worker
for the entire period of disability

— benefits should be payable to a widow of a killed
worker for life or until widow remarries

— benefits should be payable to children of a
killed worker until age 18, or 25 if child is still a
student

— medical and rehabilitation expenses should be
paid in full without a dollar limit.

After the recommendations of the Commission were
given and federal pressure applied to states to comply
with standards, many states revised their workers’
compensation laws and statutes. In January 1976 a
Separate Inter—-Agency Workers® Compensation Task Force
Submitted a report showing need for reform of existing
Programs to bring about more effective management at the

state level with the federal government offering

technical assistance and monitoring the progress.

Both the National Commission and Task Force

Fejected proposals to replace state programs with one

federa) pProgram.
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as of 1986, New Hampshire was the only state
covering all occupations and employments according to
Table 3-1. Forty-two states pay benefits for disability
at a weekly rate of 2/3 of the workers® average weekly
wages. Only Idaho pays less than 2/3 at this time.
Alaska, the District of Columbia., Iowa. and Michigan pay
B0 percent of spendable earninags. Other states may pay
70-75 percent of the employee’s earnings. (U.S. Chamber
of Commerce, 1986)

Certain types of injuries may occur where there is
difficulty in determining if the injury occurred in the
course of employment. Self-inflicted injuries or
injuries due to intoxification could be found
non-compensable. Heart attacks and mental disorders may
have to go to litigation to determine whether the
condition is compensable. Courts have usually been
liberal in awarding compensation to employees. (Corley,
Reed and Elack, 1984)

Another important aspect of workers® compensation
is the concept of second-injury funds. These were
developed to deal with problems arising when a
Pre-existing injury combines with a latter to produce a
disability greater than the disability caused by the
Seécond injury alone. For example, an employee could be
blind in one eye. An injury to the seeing eye would
then leave the employee totally blind. Second-injury

funds were established to encourage employers to hire




the handicapped and to provide equitability for

allocating costs of compensating employees sufferinag a
second iniury. The emoloyer pays costs related to the
second injury. Any cocst incurred beyond treating the
second injury would be charged to the second-injury
fund. In the case of the worker with one seeing evye
mentioned earlier, the employer would pay the costs
allowed for the loss of one eye. The costs for
rehabilitation for total blindness would be covered from
the second—injury fund. Not all states have provisions
for a second-injury fund.

There are particular types of benefits given under
workers® compensation statutes. They are:

- Medical expenses. Costs associated with
medical treatment of injury or illness.

— Total temporary disability. Benefits paid
to compensate loss of income. An employee is ex
pected to return to work after a period of time
and be gainfully employed. This is the most
common type of benefit awarded.

— FPermanent total disabilty. Eenefits paid to
compensate loss of income. An employee is no
longer able to perform any gainful employment.

= Fartial disabilty. This could be a scheduled
or "non-scheduled" benefit. The injuries for
which scheduled benefits are often granted are

shown in Table 3-2.
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- Survivors death benefits. This is money paid
to a widow and children to compensate to loss of
main wage—earner’s income.

— Rehabilitation benefits. These benefits pay

for training for a new job if needed.

Table 3-2.
Injuries Often Compensated on a Benefit Schedule
Arm At Shoulder Leg At Hip
Hand Foot
Thumb Great Toe
First Finger Other Toes
Second Finger One Eye

Third Finger Hearing One Ear

Fourth Finger Hearing Both Ears

This chapter provided a general overview of
workers® compensation and how the concepts evolved. The
Specifics of Missouri law will be covered in the next

Section of this project.
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PART I1: BACKGROUND AND LITERATURE SEARCH
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Chapter Four = Missouri Workers' Compensation Law

Any employer dealing with employee injury needs to
have a basic understanding of the law of the state. A
pusiness with locations in various states must be
familiar with the law in each state where it employs
pecple. Fecause the business in this study solely
employs in the state of Missouri, that state’s law is
the one with which this business must comply.

A copy of the Missouri Workers® Compensation Law

and Regqulations, September 1984 is the source of the
information for this chapter. Anyone can obtain a copy
of the Missouri law from the Division of Workmen’s
Compensation, Department of Labor and Industrial
Relations of Missouri, Jefferson City, Missouri for the
cost of $4.00. The September 1984 printing is used for
this study because the publication of law for that year
is relative to the years this study covers.

Missouri’s Workers’® Compensation Law is considered
4 compulsory law. All employers having five or more
employees and not exempted as specifically defined in
the law must praovide workers’® compensation for their
employees. By law the business in this study must
Provide compensation for its employees if they are
injured in the course of their employment.

Any person who works for this business for 5 1/2

Eonsecutive work days is considered an employee. All
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minors (anyone under age 18) who work for an employer
are also eligible for full benefits under the law.
Section 287.020 of the Missouri Workers’

Compensation Law contains definitions of terms pertinent

to workers® compensation. They are as follows:

1. The word "employee" as used in this
chapter shall be construed to mean every
person in the service of any employer, as
defined in this chapter, under any contract of
hire, express or implied, oral or written, or
under any appointment or election, including
executive officers of corporations. Any
reference to any employee who has been injured
shall., when the employee is dead. also include
his dependents, and other persons to whom
compensation may be payable. The word
"employee" shall also include all minors who
work for an employer, whether or not such
minors are employed in viclation of law, and
all such minors are hereby made of full age
for all purposes under, in connection with, or
arising out of this chapter.

2. The word "accident" as used in this
chapter shall, unless a different meaning is
clearly indicated by the context, be construed
to mean an unexpected or unforeseen event

happening suddenly and violently, with or
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without human fault and producing at the time
objective symptoms of an injury.

Z. The terms "injury" and "personal
injuries" shall mean violence to the physical
structure of the body and to the personal
property which is used to make up the physical
structure of the body, such as artificial
dentures., artificial limbs, glass eyes,
eyeglasses, and other prosthesis which are
placed in or on the body to replace the
physical structure and such disease or
infection as naturally results therefrom.
These terms shall in no case except as
specifically provided in this chapter be
construed to include occupational disease in
any form, nor shall they be construed to
include any contagious or infectious disease
contracted during the course of the
employment, nor shall they include death due
to natural causes occurring while the worker
is at work.

4. "Death" when mentioned as a basis for
the right to compensation means only death
resulting from such violence and its resultant
effects occurring within three hundred weeks
after the accident: except that in cases of

occupational disease. the limitation of three




Z0
hundred weeks shall not be applicable.

Dther definitions are covered in this part of the
Missouri law but will be discussed in other parts of
this project.

There is. within the Workers® Compensation law, a
section that considers the liability of employer -
landlords, contractors., and subcontractors. This
differentiation is pertinent to subsequent
recommendations in this project.

This business when doing routine maintenance such
as mowing the grounds or cleaning residence halls would
be liable accaording to section 287.040 of the law which

reads:

1. Any person who has work done under
contract on or about his premises which is an
operation of the usual business which he there
carries on shall be deemed an employer and
shall be liable under this chapter to such
contractor, his subcontractors, and their
employees, when injured or killed on or about
the premises of the employer while doing work

is in the usual course of his business.

This business, when hiring a contractor or
Subcontractor for specific projects such as renovating

OF razing a building, would not be liable for the
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‘ub;antractnr’s employees if they were injured according

to section 287.040 of the law which reads:

3. The provisions of this section shall not
apply to the owner of premises upon which
improvements are being erected, demolished,
altered or repaired by an independent
contractor but such independent contractor
shall be deemed to be the employer of the
employees of his subcontractors and their
subcontractors when employed on or about the
premises where the principal contractor is

doing work.

When reviewing the claims and accidents to
employees, one must know that Missouri law states that
employers are liable, irrespective of negligence. to

pProvide compensation. The law, section 287.120 states:

i. Every employer subject to the provisions
of this chapter shall be liable, irrespective
of negligence, to furnish compensation under
the provisions of this chapter for personal
injury or death of the employee by accident
arising out of and in the course of his
employment, and shall be released from all
other liability therefor whatsoever, whether

to the employee or any other person. The term




" accident"” as used in this section shall
include, but not be limited to. injury or
death of the employee caused by the unprovoked
violence or assault against the employee by

any person.

Reviewing past work injuries, this business was not
negligent 1in most, if any, of the injuries sustained by
employees but still was liable because of the law. If
the business had failed to comply with state law or
statute and caused injury to an employee, that employee
would be eligible for a fifteen percent increase in
benefits.

Employees can receive compensation even if injured
by a student, visitor, or any other person. However, if
injury was intentionally self-inflicted, the employee
would not be eligible for benefits, but the burden of
the proof of intentional self-injury would be on the
employer or person contesting the claim.

Also, if an employee failed to use a safety device
Provided by an employer. or the employee failed to obey
Posted safety rules and was injured, the compensation
benefits coud be reduced by fifteen percent.

When an employee is injured, the employer is to

Provide medical treatment, such as a physician,

Aambulance, surgical or hospital care, and medicine as

MaYy reasonably be required to cure and relieve the
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effectsof the injury. The employer can also be expected
to pay transportation costs of getting an employee to
medical care up to a 100 mile limit. According to
Missouri law, the employer has the right to select the

treating physician. The law, section 287.140 reads:

7. The employer shall haave the right to
select the licensed treating physician,
surgeon or other health care provider;
provided, however, that such physicians,
surgeons or other health care providers shall
offer only these services authorized within

the scope of their licenses.

If the employee wants his own physician, he may do
S0 if the employee pays the expense. The law, section

287.140 reads:

1. .2+.. If the employee desires, he shall
have the right to select his own physician,
surgeon, or other requirement at his own

expense.

The choice of physician is relevant to this study.
One insurance company administrating the workers’
tﬂmPEnsatiun insurance for this business began requiring

8Mployees to be seen by certain company-selected

BWSiciane because it appeared a local physician in one




or two cases had made excessive charges for the
conditions treated.

1¥ an employee is injured, he/she must give written
notice to the employer of the time, place, and nature of
the injury along with the name and address of the
injured person as soon as practicable but no later than
20 days after the accident according to Missouri 1aw,
section 287.240. This business has a specific form the
.mpinyee is to fill out. Often the employee fills the
form out in the presence of the supervisor of his
department, in the campus health center, or at the
personnel office.

Missouri law has a waiting period before an
employee can receive compensatin for a temporary
disability. An employee shall not be paid for the first
3 days of a disability lasting less than 14 days. For
disability lasting more than 14 days, the first three
days are paid retroactively. Section 287.160 deals with
waiting periods and states that the compensation will be
Paid as regular wages were paid prior to the injury -
either once per week or once every two weeks.
t:"7"“f3E'r'l'.-n'ua!ticm shall be paid at the rate of &6 2/ percent
of the employee’s average earnings.

Section 287.170 of the Workers® Compensation Law

indicates that an employee shall not pay more than 400

Weeks of compensation for a temporary total disability

and the amount awarded has maximum limits depending on
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when the injury occurred. Weekly compensation can be no

jess than $40 per week. Section 287.1B0 deals with
temporary partial disability and the dates and scales
are the same as defined under the section for total
gisability with the exception that an employer cannot
pay compensation for temporary partial disability for
more than 100 weeks.

For permanent partial disability, & schedule of
losses is used. Table 4-1 shows the number of weeks
that compensation will be awarded for a particular
injury. The weekly dollar amount awarded is

proportionate to the dollar amount the employee was

earning prior to the injury.




SCHEDULE OF LOSSES

Number of
Weeks
Loss of arm at shoulder 232
Loss of arm between shoulder and elbow 222
Loss of arm at elbow joint 210
Loss of arm between elbow and wrist 200
Loss of hand at the wrist joint 175
Loss of thumb at proximal joint &0
Loss of thumb at distal joint 45
Loss of index finger at proximal joint 45
Loss of index finger at second joint Z5
Loss of index finger at distal joint 30
Loss of either the middle or ring finger
at the proximal joint 35
Loss of either the middle or ring finger
at the second joint 0
Loss of either the middle or ring finger
at the distal joint 2&
Loss of little finger at proximal joint 22
Loss of little finger at second joint 20
Loss of little finger at distal joint 16
Loss of one leg at the hip jeoint or so near
thereto as to preclude the use of artificial
limb
Loss of one leg at or above the knee. where the
stump remains sufficient to permit the use of
- artificial limb
Loss of one leg at or above ankle and below knee
joint
Loss of one foot in tarus
Epss of one foot in metatarus
Loss great toe of one foot at proximal joint
Loss great toe of one foot at distal joint
Fnss any other toe at proximal joint
Loss any other toe at second joint
0SS of any other toe at distal joint
Complete deafness of both ears

Complete deafness of one ear, the other being
normal

Complete loss of the sight of one eye
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In all the compensation benefits awarded, the
monetary amount granted is not to exceed 70 percent of
the average weekly wage for the state as determined by
the division of employment security. For example, if
the average weekly wage for all full-time employed
p.ople across the state of Missouri is $250, the
compensation cannot exceed $175.00 per week. If an
employee earns $350 per week, 2/3 of the wage would be
$233.33 but the employee cannot draw more than $175.00
per week in compensation benefits. If a worker earns
$200 per week, 2/3 of the wage would be $133.32 and that
would be the amount that person would be awarded if
eligible for workers’® compensation.

A table for the state average weekly wage (SAWW) is
given in the Missouri Workers® Compensation Law and

Regulations (1984). Table 4-3 gives the information from

that table.

Table 4-3.

Missouri State Average Weekly Wage

JUuly 1,1980 ... :4:$238.85

July 1,1981 .ccvue...$260.99
July 1,1982 vevve...$284,23
JUly 1,1983 veveenee$303.13

July 1,1984 ....vs...%$318.19




Section 287.210 of the Missouri law deals with

physical examination of employees and exchange of

medical records. The law states:

1. After an employee has received an injury
he shall from time to time thereafter during
disability submit to reasonable medical
examination at the request of the employer,
his insurer. the commission, the division or
an administrative law judge, the time and
place of which shall be fixed with due regard
to the convenience of the employee and his
physical condition and ability to attend.

The employee may have his own physician
present., and if the employee refuses to submit
to the examination, or in any way obstructs
it, his right to compensation shall be
forfeited during such period unless in the
opinion of the commission the circumstances
justify the refusal or obstruction.

2. The commission or the division may
appoint a duly gualified impartial physician
to examine the injured employee, and any
physician so chosen. if he accepts the
appointment, shall promptly make the
examination reguested and make a complete

medical report to the commission or the
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division in such duplication as to provide all

parties with copies thereof.

In some cases of workers’® compensation claims with
the employer in this study, an impartial physician was
chosen to examine an employee who was unable to return
to work because of continuing disability.

In summary, the parts of the law pertaining to this
study state that:

(1) Business XYZ is liable for medical care
and compensation for injuries and death for its
employees resulting from their work at Business
XXZ

(2) Business XYZ does not have to be negligent
to be liable for compensating its employees for
injury or death.

(3) Contractors and subcontractors are
responsible for their own employees when they are
doing projects at Business XYZ that are not is the
course of routine business conducted at Business

XYZ.

(4) An employer has the right to select the

treating physician for a work-related injury to an

employee.
(5) Compensation for injuries are awarded by

Schedules determined by the Division of Workers®

Compensation.




(6) An injured employee must notify Business
xYZ in writing of injury. This is done by filling
out an accident report.

(7) Business XYZ must report to state Division
of Workers® Compensation any injury reguiring more
than basic first aid.

There are many more sections concerning specifics

of awards, treatments of certain conditions, and death

penefits but sections of the law most relevant to the
needs of the business of the study have been selected
for this chapter. The pertinence of the selected

sections will be discussed in subsequent chapters.




chapter Five — Organization of Division of Workers’
Compensation

The Missouri Workers’ Compensation Law and Rules
and Regulations define the organization of the Division
of Workers®’ Compensation. Title 8 — The Rules of
Practice and Frocedure for the Department of Labor and
Industrial Relations contains two divisions relative to
workers® compensation. Division 20 defines the
commission under the Department of Labor and Industrial
Relations and Division S0 defines the Division of
Workers® compensation.

The Division of Workers® Compensation is within the
Department of Labor and Industrial Relations of the
state of Missouri. The Department of Labor and
Industrial Relations is controlled by a three-man
commission which transacts business in Jefferson City,
Missouri. Whenever the Workers® Compensation Law refers
to the "commission", it refers to the aforementioned
Commission. The Commission is a creature of the
legislature and its jurisdiction is determined by an act
Of the legislature. The three people who compose the
ﬁﬂmmissinn are appointed by the governor with consent of

the Senate.One member must be licensed to practice law

in Missourj and shall represent the public. Another

Member on account of his/her previous vocation or
.d@terests represents the employer. The third member on

account of his/her vocation. interests, or affiliation




r,presents the employer.

The Division of Workers’ Compensation has powers,
duties and functions on behalf of the commission in the
administration of workers’ compensation. Chapter 3 (8B
CSR 20-3.010) of the Rules of Practice and Procedures
separates the jurisdiction of the division and
commission in contested cases. The filing of all
reports of injuries, claims for compensation, and all
other documents relative to a workers®™ compensation
claim must be filed with the Division of Workers®
Compensation before the issuance of a final award or
decision by an administrative law judge.

Original hearings on contested cases are heard by
the administrative law judge of the division. A
contested case. for example, could be brought to the
division by an employee who felt he/she was entitled to
compensation but was denied compensation by the employer
Or insurance company because the insurer felt the
illness or injury was not work-related. Heart attacks
are a good example of cases that often go to a hearing.
ﬁuﬁiness XYZ had an employee suffer a heart attack in
1981 that was paid by workers® compensation insurance
but not all heart attacks that might happen on the job
8re compensable. In the case of Wiedmaier v. Robert A.

ﬁgﬁElL_EQEQL the plaintiff was denied workers®

EOmpensation benefits by the administrative law judge.

e Commission affirmed and the Court of Appeals held




the medical opinion was speculative and the plaintiff
had not sustained his burden of proof.

1f Business XYZ would have a contested claim, the
hearing would be held by the administrative law judge in
the east division in St. Louis. Documents pertinent to
claims against Business XYZ are kept in the St. Louis
office of the Workers® Compensation Division. After a
case is closed the permanent records are kept in
Jefferson City.

After cases are heard by division law judges, they
may come before the commission for a number of reasons.
Compromise settlements can be reviewed by the
Commission. The Commission also has sole authority to
modify final awards allowing death benefits to
dependents. Appeals are reviewed by the Commission.

Division 50 of the Rules and Regulations is
Specific for the Division of Workers® Compensation.

Regulation 8 CSR S50-1.010 states:

(1) The Workers® Compensation Division of
the Department of Labor and Industrial
Relations administers the Workers’
Compensation Law, Chapter 287 RSMo (196%9). to
insure injured employees receive prompt and
adequate medical treatment, payment of
benefits for wage loss, compensation for

permanent disability and physical
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rehabilitation for the severely injured by
providing assistance to injured workers, to
include filing of claims and conducting
hearings to resolve disputes between emplovyers
and employees relating to workers®

compensation benefits.

The primary office of the Division of Workers?
Compensation in Missouri is located in Jefferson City.
Branch offices are in Cape Girardeau, Joplin. Kansas
city, St. Joseph, St. Louis, and Sprinafield.

Information concerning workers’® compensation can be
obtained at these locations.

Chapter Z of the Missouri Regulations for the
Division of Workers® Companstaion (8 CSR S50-2.010) sets
the procedures relating to claims for work-related
injury. Any injury requiring medical aid (other than
first-aid only) must be reported to the Division on Form
1, Report of Injury, by the employer and/or the insurer.
In the case of Business XYZ, the reports usually are
filed by the insurance carrier.

I the employee suffers no compensable disability,
Form 1 ic 211 that need be filed as long as the form
‘Shows the complete cost of medical aid. More forms are
?Ent to the division if there is temporary or total
'ﬂisabilitY- Each type of condition requires specific

1 x r
Precedures ang forms be used.
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1§ parties fail to agree on compensation, the
employee or dependents file & Claim for Compensation
with the Division. A whole continuing process begins
with the receipt of a Claim for Compensation at the
pivision. Within 15 days the Division sends a notice of
the claim to the employer and/or insurer. The employer
or insurer then has to send back an Answer to Claim for
Compensation within 15 days. The case is then placed on
the docket for setting at an early date. Extensions on
time can be obtained by following proper procedures.

At the beginning of each hearing the administrative
law judge determines what facts each party agrees on,
then confines the evidence to the contested issues. If
services of an attorney are found to be necessary. the
administrative law judge shall set a reasonable fee and
may allow it as a lien on the compensation found due.

The division must have certain types of employees
to carry out its work. All salaries are fixed by the
Division and approved by the Labor and Industrial
Relations Commission. Legal advisors, legal counsel,
administrative 1aw judges and an administrative law
judge in charge are appointed by the Division. The
appointees in each classification are to be selected as
Nearly as practicable in equal numbers from the two
POlitical parties receiving the highest number of votes
for governor in the last election.

The Division has a director, division counsel, and




chief administrative law judge located in Jefferson
city- Each branch eoffice is the post for a chief
.dmjnistrative law judge. The number of additional
ldministrative law judges, counsels, advisors,
recorders, and clerical people can vary from branch
pranch.

The Division has the power to destroy reports of
injuries on which no compensation (exclusive of medical
costs) was due or paid upon the expiration of five years
after receipt of the records. The records of
compensable cases can be destroyed ten years after
termination of compensation.

To pay for the expense of administrating the
Division and maintenance of the second-injury fund, each
self-insured employer and insurance carrier pays a tax
on net deposits or net premiums received. Two—tenths of
the tax collected goes to the maintenance of the
second-injury fund. This amount is no longer adeqguate
to support the second—-injury fund and a new way to
Supplement the fund must be found. William Roussin,
dr., administrator of the second-injury fund in Missouri
stated in a seminar that legislature must be forthcoming
to provide monetary aid to the second-injury fund.

Rules governing self-insureds comprise Chapter I of

the Missouri Regulations. Eusiness XYZ cannot

Hdemonstrate sufficient financial strength and liguidity

of the business to assure that all obligations could be
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bromptly met. Because Business XYZ does not gqualify to

be self—insured, the rules will not be covered in this
paper -

Other parts of the Rules and Regulations govern
rehabilitation of disabled workers, determinations on
the loss of visual acuity, guidelines for hearing loss,
and tables used to determine compensation benefits for
widows and interest rates. Most of these rules are not

directly related to the focus of this project.




chapter g8ix — Workers® Compensation Insurance in
Missouri

Every employer, with some specific exceptions, is
gequirEd to carry insurance on its liability related to
worker injury or illness. The insurance carrier must be
authorized to insure such liability in this state and
the insurance company carrying the policy for the
employer must file a memorandum of any workers’
compensation policy issued to an employer and of any
renewals or cancellations thereof.

Those employments exempted from carrying insurance
are: an employment that is self-insured. employment of
four employees or less, farm labor., domestic servants in
a home, occasional labor performed for a private home,
and qualified real estate agents.

The law clearly states that the employer is fully
responsible for the cost of workers® compensation
insurance. The law (section 287.290) reads: "No part of
the cost of such insurance shall be assessed against,
€ollected from, or paid by any employee."

If a company or business carries no workers’
Compensation insurance, its liability for medical

&%penses and compensation to an injured worker is

Primary and direct. If an employer 1is insured, its
1iabilitv is secondary and indirect. and the insurance
Carrier jo primarily and directly liable to the injured

®mloyee, his or her dependents or other persons entitled
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to rights. Both the employer and his insurer are
parties to all agreements and awards of compensation,
put the awards are not enforceable against the employer
unless the insurer defaults.

Every workers’ compensation insurance policy must
pe in accordance with the provisions of the Missouri
Workers’ Compensation Law and must be in a form approved
by the superintendent of the Division of Insurance.

Every insurance carrier or group of carriers
authorized to insure against workers’® compensation
liability, must file with the director of the Division
of Insurance, its classification of risks and premium
rates relating to those risks with its system of
schedule rating. All charges for insurance must be
fair, reasonable, and adequate with due allowances for
merit rating. The Director of Insurance may approve or
issue a uniform system of schedule rating (or merit
rating) for the insurance carriers, or may modify any
system previously approved or issued after holding a
hearing to determine where the new or changed system is
fair and reasonable.

No insurance carrier can offer insurance at premium
rFates less then those approved for the group of risks to
which they apply. The insurance carrier can apply to
the director of the-Inﬁurance Division for uniform
Percentage rates less than the uniform rates as a result

o : y
fa favorable loss, expense or investment experience.
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The carrier must be able to prove that the reduced rates

 are still adequate for the coverage provided and

!uffi:ieﬂt to sustain projected losses and expenses.
Within the insurance industry rating organizations
$unction to determine what an employer®s loss experience
has been and using set formulas (discussed in a later
chapter) . the rating organization awards a rating to an
employer to determine what the premium for workers?
compensation for that company should be for the coming
year. These rating organizations must conform to
E-_Fli.lscll.au"i standards and regqulations for their
authorization to operate in this state. These
regulations are found in the Missouri Workers~
Compensation Law, Section 2B87.330,

( The rules provide that a rating organization must
.hermit any insurer, not a member, to be a subscriber to
?ts rating services. Notice of proposed changes must be
;6iven to subscribers and each rating organization must
;%urnish its rating services without discrimination to

its members and subscribers.
}
Groups engaging in joint underwriting and joint

-

“fiin5urance are subject to the regulations regarding

insurers and rating organizations also. Business XYZ is
-

in a Pool of reinsurers that spread the risk amoung the
NDENWOO
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-}nsurer-s. Section 287.3I30 states:

10. Agreements may be made among insurers
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with respect to the equitable apportionment
among them of insurance which may be afforded
applicants who are in good faith entitled to
but who are unable to procure workers’
compensation and employers’® liability through
ordinary methods and such insurers may agree
among themselves on the use of reasonable rate
modifications for such insurance, such
agreements and rate modifications to be

sub ject to the approval of the superintendent.

This allows a business to obtain workers’
compensation insurance for its employees when it has a
poor loss experience due to extenuating circumstances
and could not obtain insurance through other channels.

Since the law allows the superintendent of the
Division of Insurance access to the books, records.
documents and accounts of rating organizations, the
rating organizations can be audited for the sake of
Promoting fair business practice. The law also states
that the superintendent make an examination of each
fating organization licensed by the state at least once
Bvery five years.

An advantage of an objective regulatory agency over
rating organizations to the employer is that the state
€an establish a fair and reasonable scale for premiums.

Without the regulatory agency, premium costs could be




excessiVve for what is really needed to cover projected

‘umpgnsaticn costs. Alsoc no one insurance company or
employer can influence a rating organization to give
jndividual interests a better rating schedule or




Chapter Seven = Experience Rating

Experience rating is an insurance process that uses
an insured’s past insurance experience to forecast
future losses. Experience rating in Missouri is done by
the rating organization discussed in Chapter Six. It is
a method that tailors the cost of insurance to match the
characteristics of the employer.

How an employer is rated through an experience
rating plan directly affects the cost of the premiums
that employer will pay for his workers®™ compensation
insurance. By looking at past claims and losses and
calculating a premium partially dependent on past
experience, experience rating encourages employers to
implement programs designed to cut down on the number of
injuries sustained in their workplaces.

Experience rating is designed to measure departure
from an average. A particular type of business with a
certain number of employees can be expected to have a
Projected number of injuries. Variations below the
expected average can mean reduced premiums to an
hmPIDYEF; variations in excess of the expected amount
means higher premium costs to the employer.

Manual rating. as used for compensation insurance,
OFoups all insureds according to their business
'hperatiﬂn or classificationi the losses of the group are

added together and an average cost obtained. The manual




method lumps employers into a classification and

premiums are charged according to the average.

Insurance carriers. if only manual rating was used for
calculating premiums, would be expected to seek out the
wless risky"” insureds within the classification and
possibly leave the "more risky" insureds unable to buy
coverage because their losses could exceed the premium
charged based on the average for the group.

"Experience rating takes average loss experience
(manual rates) and modifies it by the individual’ s own
loss experience" is an explanation given by the
National Council on Compensation Insurance (ABC s of
Experience Rating.1981). The individual emplover’s loss
experience is determined over a period of time, usually
three years. If the employing business has less than
expected costs, it is awarded a comparable credit on its
premium; if the costs are greater then average, the
experience would have a debit rating and higher premium
costs,

Two primary benefits of experience rating are that
it tailors the net premium cost to the individual
insured and it provides an incentive for loss
Prevention. These two points are the reason Business
Xz began investigating ways to reduce its workers®
Compensation costs. It wanted to reduce injuries to
bring about lower premium costs.

To tailor the experience rating to an individual




employer certain characteristics of an experience
rating plan must be mentioned. An important fact is
that experience rating gives greater weight to accident
f§reguency than accident severity. Even though accident
frequency carries greater weight, accident severity is
considered. Experience rating recognizes both accident
frequency and severity by a method known as "split
rating". In split rating, injury cost is split at a
given dollar amount. Fart of the cost incurred is the
primary value and the remainder is considered excess —-
thus the term "split" is used. For example, the first
$2,000 paid by insurance on a claim can be considered
the primary value. The primary value amount is constant
for all claims reviewed during the yesar. Any dollar
amount beyond the primary value is considered the
excess. For each accident the total amount, if the cost
falls below the dollar amount set as the primary value,
is used for calulating the premiums. If the costs
&iceed the primary value, the amount of excess used in
€alculating the rating is determined by the number of
iﬁplﬂYEEs employed by the company. Small employers may
not have any of the excess amount used in their rating
while an employer of large numbers of people would have
all the excess applied in its rating.

According to J. Faul Leigh (1985), firms employing

Over 2 .s500 employees are usually the only ones fully

%*Perience—rated based on their own injury and illness
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rates. Firms smaller than 2,300 employees used combined
manual (based on similar firms) and experience (own
firm's history) rating.

The National Council on Compensation Insurance
(1982) has filed a program to update the determination
of when a company becomes eligible for experience
rating. Under this program, to qualify for experience
rating: (1) The company has been rated for a manual
premium of at least $5000 during the last year or two
because of payroll or other exposures; or (Z) the
company payroll or other exposures produces an average
annual premium at manual rates of at least 2,500,

Business XYZ in this study has premiums averaging
well over 2,500 per year as was demonstrated in Table
1-1. In 1982, the National Council on Compensation
Insurance (NCCI) states that a $2,500 premium would
Correspond to approximately eight employees. What it
didn’t state was to what classification risk that
Premium would apply. Business XYZ has 56 full-time
faculty members and approximately 8% other full-time
Employees. The premium Business XYZ paid in June 1982
Was $16,019 -— a moderate amount compared to the $2,500
for 8 employees stated by the NCCI. For 140 employees,
& company could pay $4Z,750 if premiums were paid by the
above rate.

The reason for the variance due to employer size is

statistical. It is easier to predict losses for a large




volume of employees. A small employer may go years

without & claim and then have a claim costing far more

than the premium paid. Experience rating takes this
into account by figuring expected losses.

How the experience rating plan works for small
employers and weighting for volume versus severity of
loss is well described in the following paragraphs from

the National Council on Compensation Insurance (1981):

This is recognized in the plan as follows.
The full cost of the first $2,000 of each
claim is included in experience rating. The
dollar cost of all claims over $2,000 is split
between primary and excess cost and limited to
a maximum primary value of 10,000, Lastly.
none of the excess portion of the individual
claim cost is included in the rating of an
employer having less than $25,000 in expected
losses. As an example, let’s look at an
employer with a manual premium size of
$50,000. One injury costing %30,000 results
in a primary cost of %$7,.895, and an eicess
cost of $22,105. One injury of $2Z,000 results
in a primary cost of $2,000 and an excess cost
of $0. The total primary cost of fifteen
injuries of $2,000 is $30,000, while the

primary cost of one injury of $30,000 1is




$7.875.

For employers of equal size. the actual
primary costs receive more weight than the
excess cost. Hence the index for the 1S5
injury employer will be greater than for the 1

injury employer.

Experience rating is a mandatory plan that applies
to all insureds that gualify for experience rating.
Experience rating is a standard of measure which can be
used by all.

An employer usually must have been in business for
at least two consecutive years to be experience rated.
Rating is based on the past loss experience for the last
three completed policy periods. Eecause modifications
are calculated during the term of the current policy,
the experience period begins one year prior to the
modification effective date and extends backward in time
for three years prior to that date.

For example., if Business XYZ'e policy renews June
30, 1985, the injury experience for June 30, 1981
through June 30, 1984 would be used in the formula to
Calculate the net premium for the policy renewed on June

30, 1985,

Two statistical laws are used in preparing the

formula used i1in experience rating. They are:

1.) The larger the base, the more reliable the




actual record. In other words, the more employees an

employer has, the more accurate the experience.

2.) The cost of injury varies over a large range
and is ljess predictable than the fact that the injury
occurred. It’s easier to predict an accident will happen
than it 1s to predict what it will cost.

Exhibits A.B,C,D and E are a series of pages
explaining how experience rating is done on a
step-by-step basis. The exhibits and pages of
explanation are published by the National Council on

Compensation Insurance (1981).




rience Rating Example
Intreduction
In the exam 5
ience rating factor for the ABC Corporation’s
.~ which becomes effective 7-1-81. As such, we
will use in our calculation the experience for ABC
under the three polides which were effective 7-1-77,
7-1-78 and 7-1-79.

mpaymllanddaiminfonnaﬁonwhid\isusedin
eq;erienoemingcomesfmmunitstaﬁsﬁmlmports.
Insurance carriers are required to file a unit report
with the National Counal on Com, jon Insurance
for each policy they issue. The format for reporting is
on file with the regulatory authorities in state. As
many as four subsequent annual reports are required
ifmydungesinecposumordaimstakeplaceaﬂer
the initial . We will begin our discussion of the
experience rating process by taking a closer look at the
unit statistical report and the information contained
thereon.

—_—

ple that follows, we will be calculating the Exhibit A shows a unit statistical report
Corporation. A description of each item follows:

Unit Statistical Report
for the ABC

1 The name of the Insured employer.

2 The State in which the insured conducts its
business.

3 Effective Date and Expiration Date of the policy being
reported on.

4 Risk Identification Number—each employer is issued
a unique number by the rate service organization
so that the employer’s past experience can be
isolated.

5 The Class Code describes the type of business the
insured is in. For example, 3507 is Agricultural
Machinery Manufacturing.

6 The Exposure is a measure of the size of the insured
ions. Payroll is used as the exposure base in
Workers' Compensation and the terms are often
used interchangeably.

7 The Manual Rate is the cost of insurance per 5100 of
payroll (exposure) before the application of

experience rating.

8 The Premium (Manual Premium) is obtained by
multiplying the units of exposure (payroll divided
by $100) times the manual rate. For example:
Units of exposure = 3,868,379 + 100 = 38,683.79
Premium = 38,683.79 x 3.56 = 137,714

9 The Claim Number is issued by the insurance carrier
to identify the claim. Only claims in excess of
$2,000 are listed individually.

10 The Accident Date is the date on which the injury
occurred. It is shown for each daim over $2,000.
For claims under $2,000 the numtber of claims is
shown in this column for each class code.

11 The Incurred Losses are split between indemnity and
medical and include amounts already paid
and also reserves for anticipated future payments
on claims which are still open.

12 In this column the “0” indicates the claim is still
Open. The “F” indicates a final payment has been
made and the daim is Closed.

N
8tional Counci%aon Comqggiation Insurance.

Lxperience, Rating,

ABC's of
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Exhibit A
POLCY MADER ST I‘:’(‘ CaRmER I Cannen AR stm Aow rue
1 WC-787979 ANY 55 NAME OF INSURANCE COMPANY 99999 123 1234
] FTRATION DATE A
7-1-80
7-1- = S
y -7';':' 3 Bl Bl B O"S™ RISK IDENTIFICATJON NUMBER
‘wo A 951234567 # 1;
— 7,,,.,,, iy accile Y pare y s
J's B E ik 8.-“ g Imu". nourbam w : WNDE WY MEDICAL El g' ﬂ“l;
= 3.56 | 137,714 79-0001 9-13-79 | 3507 |2 | 50,000 12,500 0
7380 107,322 2.80 3,005 80-0002 1-2-80 8810 |5 418 4,408 F
8742 132,507 .48 636 ] 8742 |6 562 F
8810 502,408 .13 653 5 3507 (5 3,03 2,378 F
j”n-‘mm 142,008
B P R N MO0 (CATION .85
| €. TOTAL MOO D PREWEA (4) X (8) 120,707
o
|
.
5l
g S 4,610,616 xex 120,707
A oTen xAN xEx
g;z o 3| eeEuss pecounT xxx 117,716 1
N o900 EXPENSE CONSTANT TOTALS 11 xxxx | x 53,452 19,848 a | wx n
|PREM BIT|  RUSTEY GROUR TveE OIS TR SCHED e VERTES
.& FORM 7180

National Council on Compensation Insurance.

Insurance Rating, 1981,

pl
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ABC's of




Experience Rating 62
Payroll and Loss Data

The first step in the experience rating process is the
transfer of payroll and loss information from the unit
statistical reports to the experience rating form. Exhibit
B shows the experience rating form for ABC
Corporation. For ease of comparison with the unit
statistical report, each item is numbered the same on
the experience rating form as it was on the unit

statistical report.

The top section of Exhibit B contains the basic
identifying information such as the name of the
insured (1), the state in which the insured is located
(2), and the risk identification number (4). In addition,
we see that the experience modification that we are
calculating will be used for the policy which becomes
effective 7-1-81 (13).

The payroll and loss information is shown separately
for each of the three policies under review. On the left
hand side, we have the payroll (exposure) (6) for each
dassification code (5). On the right hand side, we
have the actual incurred losses (11) and the indicator of
whether the claim is open or closed and the respective
claim number for losses over $2,000 (12).

A few comments should be made regarding the actual
incurred losses. First, in transferring the losses from
the unit report to the experience rating form, the
indemnity and medical amounts are combined since
we are only concerned with the total amount of the
daim. For example, claim number 79-0001 at (9) on

the unit report has an indemnity cost of 50,000 and
medical of 12,500 (11) for a total of 62,500 as is shown
at (14) on the experience rating form. Claim number
80-0002 has indemnity of 418 and medical of 4408

for a total of 4,826 (15). In addition, for each year, one
total is shown for all claims under $2,000 and it is
designated by an (*). On the unit report, the indemnity
losses of 3,034 and medical losses of 562 and 2,378
total 5,974 and are shown at (16) as the total for all
claims under $2,000 for the year.

National Council on Compensation Insurance. ABC's
of Experience Rating, 1981 p.8 A
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WORKERS' COMPENSATION EXPERIENCE RATING  =XNibit B
e AISK IDENT WO 99-1234567 EFFECTIVE DATE 0?!01!8113
wex  ABC CORPORATIUN'I STATE ANY
' LI O N 3B ¢ 7 CLAIM 0 [*ACCT. INC
CODE PAYROL NUMBER J F LOSSES 1_1
CARRIER 999p9 POLICY NO. (77 77 77 EFF-DATE 07/01/77| EXP-DATE 07/01/78
3507 2,807,260 77-0024 I 0 20,000
7380 93,870 78-0006 5 F 12,847
8742 127,430 * 9,871
8810 425,480
POLICY-TOTAL 3,454,040 ( SUBJECT PREMIUM = 11p,529 ) 42,718
CARRIER 999p9 POLICY NO. (78 78 78 EFF-DATE 07/01/78| EXP-DATE 07/01/79
3507 3,232,201 78-0027 5 F 9,477
7380 102,618 78-0034 5 0 3,600
B742 135,368 % 13,243
8810 462,375
POLICK-TOTAL 3,932,562 ( SUBJECT PREMIUM = 125,842 ) 26,320
CARRIER 99999 POLICY NO. |79 79 79 EFF-DATE 07/01/79 EXP-DATE 1’44’01!80
3507 3,868,379 g—" 79-0001 2 0 62 .500/
7380 107,322 80-0002 § F 4,826— 5
8742 132,507 - 5,974
8810 502,408 \ 6
POLICK-TOTAL 4,610,616 ( SUBJECT FREHIUH = 14p,008 ) 73,300
Ay 1B) PCIERPECTED EXCESS (DY (D) (3] (F) ACTUAL EXCESS [G-H) (] ()
142,338
* Tola! by Policy Year of all cases $2.000 o7 less (101 PRAIARY £19) BTABRIZNG (12) RATABLE
& Limited toss LOSSES VALUE EXCESS 113) TOTALS
2 “YiH) (iCi- 2000005 VW Y A R (FI Y] )
PAGE NUMBER p ACTUAL » W ﬁ i 141 EXP MOD
{E) A x(C) [N M
DATE EXPECTED (

ER ' (B0} REV 9 BD




- perience Rating Primary
and Excess Actual Losses

tioned in the text, an important consideration
> rating is the frequency of injuries or,
way, how often injuries occur. Another
. - how serious the injuries are.
, severi ificance for small
ol tKut gains in importance as the size of the
o ver increases. Our next step, then, is to separate
e actual losses into primary and excess components.

[}

o actual Primary Losses are shown at (17) on

hibit C. For losses under $2,000, the whole amount

: taken as the pnmary value. Recalling that the (*)

+ dicates the total of all losses under $2,000, you will
sotice that the actual and pnmary values are the same.
For losses over $2,000, the primary value can be

poked up in a table or calculated from a formula. The
maximum primary value is $10,000. In this example,
we have total actual losses of 142,338 (18) and primary
Iosses of 63,548 (19). By subtracting the primary from
the total losses, we obtain excess losses of 78,790 (20)-

those who are inclined towards doing a little

we will show you how to calculate the primary
values. The process involves an addition, a division,
and a multiplication. We will use the first loss on the
page (20,000) in our example.

o
Lt

Step1 — Add the actual loss to 8,000. 20,000 +
: 8,000 = 28,000

Step2 — Divide the actual loss by the answer in
Step 1.
20,000 = 28,000 = .7143

Step3 — Multiply the answer in Step 2 by 10,000
7143 x 10,000 = 7,143
The constant 8,000 is a part of the formula
and is used to add stability.
This procedure is used on every injury.
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Exhibit C

WORKERS' COMPENSATION EXPERIENCE RATING
RISK IDENT MO 991234567

errecTive pate 07/01/81

ABC CORPORATION swE  ANY
— i G * ’ 7 CLAIM 0 [* ACT. INC. [®ACT. PRIM,
PAYROLL NUMBER IJ F LOSSES LOSSES
99949 POLICY NO. | 77 77 77 ERF-DATE 07/01/77 | EXP-DATE 07/01/78
2,807,260 77-0024 1 D 20,000 7,143
93,870 78-0006 5 F 12,847 6,163
127,430 N 9,871 9,871
425,480
1cY-TOT, 3,454,040 ( SUBJECT AREMIUM = 114,529 ) 42,718 23,177
¥-TOTAL
999@9 POLICY NO. [ 78 78 78 ERF-DATE 07/01/78 EXP-DATE 07/01/79
3,232,201 78-0027 5 F 9,477 5,423
102,618 78-0034 5 0 3,600 3,103
135,368 " 13,243 13,243
_ 462,375
., -TOTAL 3,932,562 | ( SUBJECT PREMIUM = 129,842 ) 26,320 21,769
99949 POLICY NO. ! 79 79 79 ERF-DATE 07/01/79 EXP-DATE 07/01/80
3,868,379 79-0001 [ 2 0 62,500 8,865
107,322 80-0002 5 4,826 3,763
132,507 " 5,974 5,974
502,408
TOTAL 4,610,616 | ( SUBJECT FREMIUM = 142,008 ) 73,300 18,602
i 8 CIERPECTCOEACESS ID-L1] (D) 3] (F) ACTUAL EXCESS (G-H) | (G) (H)
“ 78,790 142,338 63,548
'Policy Year of all cases $2.000 o 1ess 10) PRIMARY (1) STABILIZING 121 RATABLE
foss o ossts VALUE e cess 113) TOTALS
A ( Wﬁ,T ‘\fnc_s-m-r*;l‘ﬁm.m Yin R
> ACTUAL [ (141 EXP MOD
(E) 1A% (C) 1 iih ]
EXPECTED §

-




Experience Rating 66
gxpected Losses

1w that we have our actual primary and excess

. we need to obtain the expected losses for the
4. The actual losses will be compared with the
od losses to determine whether a credit

sase) or debit (increase) modification is in order.

ELR (21) is the Expected Loss Rate. It is the
unt of expected losses for the classification for
$100 of payroll. Therefore, to obtain the expected
. we multiply the ELR times the payroll divided
$100. Taking the first line on Exhibit D as an
sle, we have an ELR of 1.48 and payroll of
2 807.260. Then, the payroll divided by $100 is
28,072.6 and: 28,072.6 X 1.48 = 41,547.

The 41,547 is entered in the Expected Losses column
The total for expected losses are shown at the

of the column (25). The D-Ratio (22)

ents that portion of the expected losses which
are e primary losses (24). We simply multiply
he expected losses times the D-Ratio to get the

xpected pri losses. For example: 41,547 x .55 =
The total for expected primary losses is shown
bottom of the column (26). The expected excess
(27) are then obtained by subtracting from
-fhl?lze?pected losses (25) the expected primary
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Exhibit D

WORKERS' COMPENSATION EXPERIENCE RATING
NTNo 99-1234567

errecTive oate 07/01/81

; .210 szu ANY
—s 30- |4 s EXPECTED [¢ EXP. PRIM|? CLAIM O [* ACT. INC. |® ACT. PRIM.
ELR RATIO  PAYROLL LOSSES LOSSES NUMBER IJ F LOSSES LOSSES
1ER 99999 POLICY NO. 77 7171 77 EFF-DATE 07/01/77| EXP-DATE 07/01/78
1.48|.55 2,807,260 41,547 22,851 |77-0024 1 0 20,000 7,143
1.04.46 93,870 976 449 |78-0006 5 F 12,847 6,163
0.21].43 127,430 268 115 ¥ 9,871 9,871
0.08.52 425,480 340 177
-TOTAL 3,454,040 | ( SUBJECT RREMIUM = 110,529 ) 42,718 23,177
HR 99999 POLICY NO.| 7878 78 EfF-DATE 07/01/78| EXP-DATE 07/01/79
1.48|.55 3,232,201 47,837 26,310 |78-0027 5 F 9,477 5,423
1.041.46 102,618 1,067 491 |78-0034 5 0 3,600 3,103
0.21].43 135,368 284 122 » 13,243 13,243
0.08(.52 462,375 370 192
-TOTAL 3,932,562 ( SUBJECT RREMIUM = 12%,842 ) 26,320 21,769
99949 POLICY NO. 79 79 79 ERF-DATE 07/01/79 | EXP-DATE 07/01/80
1.48 (.55 3,868,379 57,252 31,489 |79-0001 2 0 62,500 8,865
_1.04 .46 107,322 1,116 513 |80-0002 5 F 4,826 3,763
0.21).43 132,507 278 120 * 5,974 5,974
0.08 .52 502,408 402 209
=TOTAL 4,610,616 | ( SUBJECT HREMIUM = 142,008 ) 73,300 18,602
Jliad \i ICIEXPLCYEDEXCESS (0-L)] (D) 13} (F] ACTUAL EXCESS (G-H) [ (G) )
— | 68,699 151,737 83,038 78,790 142,338 63,548
¥ Policy Yen: of all cases $2.000 or fess (101 PRIMARY 111} STABILIZING (12) AATABLE
§ LOSSES VALUE EXCESS 13) TOTALS
YiH) Wﬁm-m.!l wiYTA s FY Yo )
e (&CTUAL > {14) EXP MDD
{E) (A} x(C) 1) [OEF] ]
EXPECTED D r




Experience Rating
Modification Factor

We are now ready to calculate the experience
modification factor. The actual (19) and expected (26)
primary losses are entered in the appropriate boxes at
the bottom of the page.

68

The “W” factor (27) is the weight which is given to the
excess losses. The complement of “W” or “1-W” is
assigned to the expected excess losses to obtain the
Stabilizing Value. “W" is a small percentage for small
insureds and increases as the size of the insured
increases. The Stabilizing Value (28) is calculated by
adding 20,000 to the expected excess and multiplying
by (1-W).

The Ratable excess is obtained by multiplying the “W”
value by the actual and expected excess losses.
(29) Actual Ratable Excess = .19 x 78,790
(30) Expected Ratable Excess = .19 x 68,699

The total ratable losses used in the calculation are
obtained by adding across and are equal to 150,364
(31) for actual losses and 167,937 (32) for expected
losses. We derive the experience modification by
dividing actual losses by the expected losses or
150,364 + 167,937 = .90.

This .90 is applied to the employer’s manual premium
at the renewal, effective 7-1-81.

14




69

WORKERS' COMPENSATION EXPERIENCE RATING Exhibit B
. RISK IDENT NO  90-1234567 errective oare  07/01/8B1
AN STATE
o pgC CORPORATION ANY
—1 Pp- | *EXPECTED |[®EXP. PRIM.|” CLAIM 0 |* ACT. INC. |® ACT. PRIM
ELR |RATID  PAYROLL LOSSES LOSSES NUMBER 10 _F | LOSSES LOSSES
'R 9999 POLICY NO.| 77 77 77 EFF-DATE | 07/01/77| EXP-DATE 07/01/78
1.48| .55 2,807,260 41,547 22,851 | 77-0024 1 0 20,000 7,143
1.04| .46 93,870 976 449 | 78-0006| 5 F 12,847 6,163
0.21|.43 127,430 268 115 * 9,871 9,871
_ 0.08|.52 425,480 340 177
POLICT-TOTAL 3,454,040 | ( SUBJECT PREMIUM = 11p,529 ) 42,718 23,177
ARRIER 99999 POLICY NO.| 78 78 78 EFF-DATE | 07/01/78| EXP-DATE 07/01/79
1.48| .55 3,232,201 47,837 26,310 | 78-0027| 5 F 9,477 5,423
1.04}.46 102,618 1,067 491 | 78-0034| 5 O 3,600 3,103
0.21/.43 135,368 284 122 * 13,243 13,243
0.08|.52 462,375 370 192
[-TOTAL 3,932,562 ( SUBJECT PREMIUM = 125,842 ) 26,320 21,769
CARRIER 99999 POLICY NO.| 79 79 79 EFF-DATE | 07/01/79| EXP-DATE 07/01/80
1.48/ .55 3,868,379 57,252 31,489 | 79-0001| 2 O 62,500 8,865
1.04| .46 107,322 1,116 513 | 80-0002| 5 F 4,826 3,763
0.21/.43 132,507 278 120 * 5,974 5,974
0.08/.52 502,408 402 209
-TOTA 4,610,616 | ( SUBJECT PREMIUM = 142,008 ) 73,300 18,602
1 A (8] |citxetcirotactssiog) (D) € (F) ACTUAL EXCESS (G-H) | (G) H)
019 68,699 | 151,737 83,038 78,790 142,338 63,548
B Poicy Year ol 8ll cases $2.000 o less ’ IMARY 111} STABILIZING 120
TuMied logs OsSES VALUE A S
; ( () Y TiCT- 200001« [ W] Y (A) 2 (F) ™
geoen), ACTUAL B W 63,548 71,846 14,970 150,368 | neexio
(E} 38 - (A) = (C) Ull p [ 0"';"6 ]
180} REv 9 gy o ﬁ_‘%g_%ﬁ_ :

National Council on Compensation Imsuramce—4ABE
Experience Rating,1981 5-15
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chapter Eight = FPlanning the Research

In doing a project, what is relevant to the problem
to be studied and what methods to be used to arrive at
conclusions must be decided. The problem facing Business
XYZ is the high cost of workers’™ compensation insurance
and the hope is that some way can be found to reduce the
cost.

Fred N. Eerlinger (1984) studied research and the
foundations of behavioral research. This project cannot
be done i1in an experimental way, so Kerlinger’s definition
of nonexperimental research applies to the way this study

must be conducted. He says:

Nonexperimental research 1s systemic
empirical inquiry in which the scientist does
not have direct control of independent
variables because their manifestations have
already occurred or because they are inherently
not manipulable. Inferences about relations
among variables are made, without direct
intervention, from concomitant variation of

independent and dependent variables. (348)

The study can only research the data available for
Business X¥YZ at this time with conclusions drawn from the

Variables and relations as they exist. Suggestions for




cgntralling the escalating cost of workers® compensation
can be made but only a long-term study can determine the
effectiveness of these suggestions for Business XYZ.

Besides studying Business XYZ’s data, other
companies can be studied to see which ones have begun
programs to reduce illness and injury in the workplace.
Looking at the experience of other companies can lead to
plans which could assist Business XYZ in solving its
problems with costly workers® compensation insurance
premiums. Investigating what other studies have
concluded can be an asset to this study.

Chelius in 1979 published a study where he {found
inexperienced workers suffered a disproportionately
higher rate of injury. Does Business XYZ have a high
turnover in personnel and are the personnel experienced
with the task they are assigned to do? Is data available
at Business XYZ to study if length of employment is a
factor in worker injury?

Blue collar workers suffer 4-5 times as many
accidents as white collar workers according to Root and
Sebastian (1981). Are the blue collar workers at
Business XYZ more prone to injury than the white ceollar
Workers? Does this same rate of injury heold true for
Business Xxvz? Should safety programs be geared to those
Workercs?

Richard B. Victor (1982) studied California workers’

COmpensation claims and concluded that 24 percent of Il



workers’ compensation claims for a typical firm in '
Cali{urnia are due to back injury. Richard Chapel (1987)
pub1ished an article stating that over one million people |
in the United States are disabled by back injury and the
compensation costs related to these injuries are six
pillion dollars annually. Stover Snock, an official at
Liberty Mutual Insurance Company, was quoted in Chapel’s
article as saying his company "pays out one million
dollars per working day on back pain claims." Other
relevant statistics given by Chapel are that the rate of
disabling back pain has grown 14 times faster than the
population and that once a person has had a low back pain
incident, he/she is four times more likely to have
recurrences.

Chapel also includes a study done by the University
of Vermont that identified the following 3 factors as
causing back problems in the workplace:

— heavy lifting

- poor working posture

— inadequate seating.
Vibration can also cause physical damage to the spine.
The vibration resulting from a person riding on a tractor

or other vehicle can lead to muscle fatigue. I+ a person

tries to 1ift after being subjected to repeated

vVibrations, the muscles are weakened and back strain can
Fésult. After reviewing the experience of some other

Studies, a review of back injuries at Business XYZ can '
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tell if back prablems are significant in raising workers’
:ampensatiun costs for this company.

Business XYZ is not alone in experiencing increased
workers’ compensation costs. Carey W. English, in an

article in the U.S. News and World Report (May 1984),

states "skyrocketing costs of insurance for on-the-;ob
injuries to workers are fueling a drive by employers to
revamp the system." (80) Enaglish gquotes John Antonakes,
vice president and manager of workers® compensation
claims for Liberty Mutual Insurance of Boston, sayinag
premium costs have gquintupled in the past decade.

Business XYZ's premium costs (see Table 1-1, page I)

increased more tham 8 times in the past decade. Of
course exactly which 10 years Antonakes is using to make
his statement is not mentioned. The article was
published in 1984. Business XYZ's premiums experienced a
tremendous jump in 1984 and 1985. If Antonakes’s figures
did not include those years, the increases experienced by

other firms could also be more than guintupled when

taking 1984 and 1985 into account.

Business Week, in an editorial "The Corporate Rx for 'y

Medical Costs" (1984), wrote about nine major |
Corporations in the Cleveland area doing a study to

determine which hospitals were most cost-efficient to j
USe. Companies and insurers are seeking more information |
about local health care providers and comparing charges [

Made by these providers.
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another factor relevant to controlling costs
according to the Business Week article was detecting
¢raud. The Employee Benefit Research Institute reports
that 10-15 percent of dollars spent by companies on
health care may actually be paid on fraudulent claims.
Insurers are becoming more aggressive in detecting fraud
and the results are encouraging. Aetna Life & Casualty
caught $1.1 million dollars in fraudulent claims. The
company brought 98 cases to court which resulted in 98
convictions. Elue Cross-EBlue Shield won all B& cases of
the 846 cases that company prosecuted and brought to
completion.

Does Business XYZ have any gquestionable claims
against workers®' compensation that might be fraudulent?
Have the most cost-effective ways to treat injuries been
investigated?

In studying the problem as it exists at Business
XYZ, there are many avenues to investigate to determine
Wwhy the costs are escalating. Data needs to be obtained
in the following areas: types of injuries, groups of
Bmployees suffering the most injuries. safety programs,
where are employees treated for injury and at what cost,
attitudes toward on—-the-job injury on both supervisory
and employee levels, and systems to detect fraud.

The next chapter records the data found for the

areas identified for investigation.

S ==




chapter Nine = Data for Business XYZ

To obtain data, the workers’ compensation records
and accident reports for Business XYZ were researched.

Some of the company records on types of injuries
were available. Other records regarding insurance
settlements for the years 1980-198B2 were unavailable
pecause the data had not been retained when an old
administrator was asked to leave in 19BZ.

Two major contributing factors to workers’
compensation costs are incidence rates of injury and the
cost of treating injury. Within this chapter, the data

will be analyzed in these primary areas.

Incidence of Injury.

Looking at the data available can give statistics on
how many accidents occur and general areas of the body
most affected. Causes of the injuries can be
investigated.

What parte or areas of the body are the most likely
to be injured at Business XYZ? The body areas will be
tlassified according to the following areas: arms, back.
eyes, feet % ankles, hands (includes fingers and wrists),
head, legs, neck, skin, heart attacks/heart stress,
insect stings/bites, others. Table 9-1 lists the

OCcurrences.
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Table 9-1. ‘

reported Injuries Classified By Fart of Body Affected |

80 B1 B2 83 B84 B85 86 Total

Arms 2 3 1 2 2 10
Back 3 3 7 7 v 4 1 32
Eyes S 2 4 1 = 2 17
Feet % Ankles 2 8 4 4 2 4 3 27
Hands. Fingers 12 11 8 =) 9 & i a2
Head 4 1 2 1 1 9
Leas = & 2 i 4 16
Skin S 1 2 2 1 12
Neck 2 1 =
Heart Attack/Stress 1 1 2
Insect Stings/Bites 1 1 1 i 4
Other 1 S 1 2 9
Totals %o T4 33 24 29 27 6 193
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Looking at the injuries reported at Business XYZ,
jnjuries to hands. wrists, and fingers are most prevalent
followed by back injuries. The hand injuries invol ved
many cuts or injuries due to smashing fingers by hitting
them with objects or smashing the hand in a door. The
hand injuries happened to housekeepers, maintenance men,
food preparers, biology assistants, and security people.

Back strain or pain due to lifting or overexertion
was the next most commonly reported work-related problem.
This finding is consistent with articles and information
being published across the country.

That feet or ankles are the next most common areas
affected by injury is consistent with the large number of
steps and elevations found on the grounds of this
business. Most buildings have no elevators and sprains
often occur when people are hurrying up and down stairs
and miss a step.

Eye injuries rank next in occurrence. Most of the
injuries were due to dust or other irritants entering the
eye. No eye injuries resulted in permanent damage or
loss of sight but an insurance rating adjuster would
Consider the possibility that such an injury could
happen. wWhether employees were wearing safety glasses is
important. From the description of the injuries and how
they Ooccurred, it is reasonable to assume most of the
objects entering the eye could have been prevented by

Wearing safety goggles. In 1983, there was only one eye
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injury-. According to Wayne Daugherty, former director of
safety at Business XYZ, safety proagrams were implemented
that year. A personal interview with the employee who
suffered the eye injury revealed that he was not wearing
safety goggles even though he had been instructed to use
them while mowing.

The leg injuries were varied. FBroken legs, twisted
knees, hematomas, and lacerations to the leg were some of
the injuries recorded. Like the foot and ankle injuries,
many seemed to result from employees falling when in a
hurry or an employee misusing equipment in some way.

The injuries to the skin resulted from poison ivy or
reactions to chemicals in cleaning agents.

Some of the injuries included in the "other™
category were a hernia, burns to the body. smoke
inhalation, and broken glasses.

Looking at the accident reports revealed that the
most common causes of injury were falls, dropped objects,
improper lifting, and mishandling equipment. Insect
stings and spider bites also accounted for i1injury and
loss of time.

Besides the incidence of injury, the disability
resulting from injury is significant in adding to the
Cost of workers’compensation. 1f an employee cannot
Work, compensation for the leoss of income is awarded to
the employee. Some data on the amount of days away from

the job ie available. Table 9-2 shows the amount of days
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1ost from work by injury cateories.

Days Lost by Injury Category

For Business XYZ

Bo 81 -~ gz B4 B85 B6 Total

—

Arms 9 9
Back 14 4 28 3 7 55 109
Eyes 2 1 =
Feet % Ankles 16 9 4 2 26 S b4
Hands, Fingers 12 S 2 8 8 39
Head 2 T 3 12
Legs z JI2% 5 13 52+
Skin

Neck

Heart Attack/Stress + 7 Vo
Insect Stings/Eites 9 9
Other 9 20 s9
Totals T T5. oo avice e zso

The (+) indicates the exact number of davs lost from work

is unknown. The amount 1S greater than the number shown.
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For Business XYZ, the number of days spent away from
work resultant from injury are greatest due to back
problems. Almost 30 percent of the time lost from work
was due to back injuries.

Loss of the use of legs also kept employees away
¢rom work. Feet and ankle injuries were the third most
disabling injury.

While injuries to the hands and fingers were most
common., the injuries usually were minor and did not
require much time away from work.

Several years of data on total number of days lost
from work per year were located. The data is presented
in Table 9-3 on the following page. A (+) following a
number in the table indicates thatmore days were lost but

the exact amount of days was unavailable.




Table 9-3.
annual Lost wWwork Days Due to Work-related Injury

For Business XYZ

Year Accidents Reported Days Lost
1972 10 26
1973 8 18
1974 8 a7
1975 2 0
1976 & 121
1977 22 13+
1978 27 177
1979 21 23
1980 =8 32
1981 34 e
1982 >3 46
19683 24 59
1984 29 49
1985 27 108

1986 7 8




Ireatment of Injuries.

Another aspect in the control of workers’
compensation costs is the method chosen for treatment of
injuries. Like the corporations in Cleveland that were
studying the cost-efficiency of hospitals in the area, it
pehooves & business to check the charges made for care
given to employees. What types of claims are the most
costly in terms of medical care” Looking at the loss
record received from the insurance carriers reveals some
costly claims. Only records for the years 1982 through
1985 were available. See Table 9-4 which follows on the

next two pages.
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Table 9-4.
Loss Report For Eusiness XYZ

YyEAR CLAIM DESCRIFTION AMOUNT STATUS

1982
BZA Stepped on nail % . 00 c
8ZH Fell down stairs 3288.60 C
82C Slipped on wet floor 1692.20 e
82D Fell on wet steps Open
BZE Slipped 128. 65 C
82F Hit leg with chain saw 1521.37 c

1983
B83A Back strain: heavy lifting . 00 C
83E Fell down steps 272.00 c
83C Nail in back 71.590 |
83D Dust in eyes 45.00 =
BIE Lower back:; heavy lifting 207.13 C

1984
84A Glass in eye . 00 G
84Kk Cut finger 167.25 Cc
eac Cut hand 238.50 C
84D Foot:; dropped pipe 398.51 Cc
B4E Reaction to cleaner 88. &5 c
B4F Burn to upper torso 187.00 G
B4G Burns: coffee spilled 641.26 o
84H Muscle strain: lifting 1074.50 C
B41 Finger 8585. 00 C
844J Cut arm 23.00 c
84k Tripped over box. bruise 133.00 €
84L Thumb 197.80 Cc
84M Broken toe 174.54 =
84N Sliced finger nail . 00 c
840 Fell on icy steps 384.50 C
84F Twisted back 4z=2.77 C

1985
8SA Cut hand 163.70 e
8SE Slipped on snowy steps 1885.71 Open
8sC Dizzy spell .00 C
85D Auto acc.: cuts % bruises 190.20 Cc
85E Auto acc.: bruises 20.00 -
85SF Metal in eyes; welding ? Open
BEG Slipped:twisted knee ? Open
85SH Fell from chair el i
851 Cut finger 279.99 e
854 Cut finager 277.28 e
BEK Foss. heat stroke 3750 g
85L Hit ankle on door 952.93 C
85M Finger 245,00 E
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Table 9-4. (cont.)

yEAR CLAIM DESCRIFTION AMDUNT STATUS

85N Aacid burns to hands 156.37 c
850 insect bite 1316.16 C
85F Fell down stairs 585.00 C
850 wWwalkings sprained foot 148. 00 £
85SR Fell down steps 298. 24 1
B85S Slipped on steps 292.44 C
85T Tripped over door mat 150,72 C
85U Fell against pipe 1424.,45 C
85V Electrical shock 152.65 E
85W Back % neck; cleaning B Open
85X Auto acc.: wrist 205.24 c
8sY Slipped on wet floor ? Open
852 Scratched arm 6.75 C
BSAA Hip injury i Open
g8SEE Fell from chair e Open

g8sCC Faper cut to eye 2 Open
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Reviewing the 1982-198%S claims shows the following:

1982. No record was available to see how Claim B8ZFE was
treated. The injury to the claimant was a bruised elbow
and a gash in the skull. Based on this writer’s
eiperience as a registered nurse and health
administrator, one could expect a physician to admit the
employee to the hospital for evaluation of the head
injury. Emeraency Room (ER) services, diagnostic X-rays,
possible hospitalization for the head injury and
follow—up could easily add up to $I2ZB8.&0.

Claim 82C states the injury was a bruised right and
left arm. Without a medical record available., it is
difficult to see how bruises cost $1,6%2.20.

Claim B2F indicates the leg was cut by the chain
saw. $1,521.27 seems reasonable for surgical repair of
the cut, X-rays, and follow-up.

The most expensive claim i1n 1982 was claim B26G.
Records indicate a back strain was treated by a

Chiropractic physician for $4,524.80.

1983. Few claims were paid by insurance in this year.
198% was the year safety programs were more extensively
Utilized than in previous years. 0Of the 24 injuries
Feported, only five required more treatment than basic
first aid. Claim B3A was disallowed by the workers’
Compensation carrier.

Claim BTE was for back strain. One cannot know the
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extent of the injury compared to claim 82G but $207.13
was the amount charged by a neurosurgeon M.D. to treat
the back strain in claim 83JE. Compare this to the

$4,526.80 charged for a back strain in claim B2G.

1984. The number of claims paid by insurance in 1984 was
16, quite an increase from 1983. The safety proagrams
stopped in 1984 due to some personnel changes. Only one
claim exceeded $1.,000 in cost. Claim B4H was for
$1,074.50. It was for a muscle strain from lifting
treated by a chiropractic physician.

The next most costly claim was for burns to the body
from a coffee urn spilling on an employee. $641.20
covered the ER treatment as well as the employee’s loss
of 20 days work while recuperating.

Claim 841 was a smashed finger from a door. Costs
were $5B85.00 and the finger was treated in the ER. No
time was lost from work.

Another employee twisted his back and was treated by
an M.D. orthopedic surgeon for $422.77. The injury
listed was "strained back", the same as claim B4H
mentioned above.

Two other similar cases had different costs. One
employee dropped a pipe on his foot. He was treated at
the hospital ER for $798.51. Another employee dropped a
door on his foot and suffered a broken toe. He was

treated at MedFirst for $174.54.
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198S5. Several cases were left open in 1985. This
causes a significant amount of money to be left in
reserve by the insurance company and can drive up the
premium cost for insurance.

Cases paid by insurance numbered Z0., Eight claims
etill remain open. Employees often refuse to settle and
accept the case as closed because they fear further
difficulties resulting from the injury. Claim 8SW and
claim 88Y both involve back injuries and are open. The
final dollar amount awarded on those cases is unavailable
as of this writing.

Of the settled cases claim BSE and claim 85U cost
the most 1n medical costs and both cases inveolved the
back. Claims 8SE, 885U, and BSY were back injury cases
treated by orthopedic surgeons from the same group of

physicians.

1986, The costs paid by insurance for 19846 were

Unavailable as of this writing.

The dollar amounts paid by insurance carriers to
medical providers and employees for workers’® compensation

are shown in Table 9-5.
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Table 9-5.

Losses Faid by Insurance for Business XYZ

1982 $11,157.62 + 1 open case
19873 595. 68

1984 4,726.28

1985 B,795.19 + B8 open cases

These were the amounts available to the researcher
when this study began. Amounts paid 1in 1986 for claims
filed in 1985 are not shown in the above figures. Some
1985 cases were closed in 1986 and 1987. The settlement
amounts would be calculated in the 1985 losses for the

purpose of determining new premium rates.

Injuries by department.

As mentioned earlier some safety programs were
presented to the maintenance department employees in
1987. To target what groups need injury prevention
programs, it can be helpful to know what departments have
the highest rate of injury. Table 9-&6 gives that type of

data for the years 1979 through 1986.

i Ill' -
'I||'| il |J'| |
|l '|.”



Table 9-6.

Reported Injuries by Department for Business XYZ

DEFARTMENT

Food Service
Maintenance
Security
Fublications
Business Office
Biology
Admissions
Alumni/Flacement
Theatre

Religion
Switchboard

Fost Office
Academic Office
Athletics
Library

Nursing Education

Bookstore

1979 1980 1981 1982 1987 1984 1985 1986

i

)
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In doing research of writings and findings about
worker injury, Chelius (1979) was guoted as finding
inexperienced workers suffered more injury. Were new
employees more likely to be injured than employees who
had worked at Business XYZ for several year? Table 9-7
shows data collected concerning the length of time an
employee had worked at Business XYZ before being injured.

Data was not available on how long the person had
worked at Business XYZ for every injury so a statistical
study of these numbers cannot be completely accurate. Of
the 147 cases where information was available, 64
injuries or 44.8 percent of the injuries occurred to
people working at Business XYZ for less than one year.

Df the people working one year or more, 70 injuries
occurred.

Further evaluation of these numbers and the data of

this chapter will be presented in subsequent chapters.




Length of Time Employee Worked at Business XYZ
Eefore Injury Occurred

1980

TIME iwk ZTwk 1imo Zmo 3Imo  4mo  Smo 6mo  B8mo
#EMFLOYEES 2 1 2 S 2 1 1 2 2
TIME iyr 2yr 3Iyr Syr S9vyr

#EMFLOYEES 2 1 i 1 1

1981

TIME 2wk imo 2Zmo Zmo  4mo  Smo  émo  7mo  9mo
#EMFLOYEES 2 1 3 3 1 4 2 1 =
TIME lyr Syr byr 8yr

#EMFLOYEES 7 1 2 i

1982

TIME 2mo ZImo 7mo 9mo  10mo 11lmo

#EMFLOYEES 1 1 1 1 3 1

TIME iyr 2yr 4yr Syr byr 7yr 8Byr 18vr
#EMFLOYEES 9 & 2 2 1 1 1 1

1983

TIME IZmo émo  1imo 1lyr 2yr 3Ivyr

#EMFLOYEES 2 3 2 S & 4

1984

TIME Tda 1mo 2Zmo Tmo  4mo  Bmo Zmo
#EMFLOYEES 1 1 = 1 1 3 1

TIME iyr Jyr 4yr byr 10yr 14yr 17yr 19yr

#EMFLOYEES 1 a8 1 1 1 1 1 1
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Chapter Ten - Data and Research Supports Hypothesis

At the end of August 1985 when administration became
concerned about the high cost of workers’® compensation at
Business XYZ. the Director of Campus Health at Business
XYZ became active in working with department supervisors
to find ways to reduce injuries and costs. Folicies were
established for treatment of injuries. All injured
workers, if injury was not life-treatening, were to
report first to the Campus Health Center before seeking
medical care off-campus. An alternative plan of action
was put 1n place for times when the campus nurse was not
available. For life~threatening emergencies., 911 was to
be called. Letters were sent to supervisors with
directives for treatment of work injuries.

Individuals coming to the Campus Health Center
received instruction on safe lifting and work habits.

In March 19846. a physical therapist gave a training
session on prevention of back injury. Attendance was
mandatory for all maintenance personnel. In May 1986,
the director of the Campus Health Center presented a talk
to maintenance workers on prevention of heat cramps. heat
exhaustion, and heat stroke. Fosters stating the
Symptoms and treatment of the three overheating
Conditions were placed where maintenance personnel could
see them.

Maintenance supervisors became active i1n promotinag
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safety. Employees mowing the ground were required to
wear safety goggles. New and old employees were reminded
to lift carefully and properly.

First aid measures were made available to employees.
Antiseptic cleanser, bandaids and sterile coverings were
kept in key locations. Special dispensers to dispense
one bandaid at a time were installed in the food service
department to prevent the pilferage of bandaids that
often left the old dispensers empty when a bandaid was
needed for a work-related injury.

A special non—-prescription solution to counteract
the irritants in poison ivy was made available at the
maintenance office and employees doing grounds work were
instructed that the solution was available for use if
they came in contact with poison ivy.

Freventative tetanus vaccinations were agiven to
employees at the Campus Health Center when needed.

The emphasis on safety programs and preventative
measures coincide with a much lower injury rate in 1986,
The other year, 1987. mentioned earlier also was a year
when special safety measures were stressed. The
incidence of reported injuries in 1983 was the second
lowest of the years studied. Reviewing Table 9-1 on page
77 shows the rates of incidence and demonstrates the

Y€ars when safety programs were emphasized had 1lower

injury rates.

Only one back injury claim was filed in 1986. That
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claim was filed by a new employee who had not attended
the back injury prevention preoaram. The data from Table
-1 indicates that a single back injury claim is a
significant drop from previous years. By studying Table
-2 (page B0), one can see 1984 1is the first year that
days of work were not lost due to back injury.

With back injuries accounting for approximately 30
percent of the time away from the job due to work-related
injury, a loss of no days is a tremendous help 1in
reducing costs due to absenteeism. Eack injuries also
contributed 37 percent to the loss amount paid by
insurance carriers for Business XYZ. FReducing back
injuries is significant in reducing costs of workers’
compensation.

Another significant fact is that the program to
prevent back injury was presented to maintenance
personnel. No maintenance personnel filed a back iniury
claim in 1986.

Hand., finger and wrist injuries, the area of the
body most likely to be affected according to Table 9-1
(page 77), also dropped to one reported injury in 1986.
At least two injuries to the hand were treated by basic
first aid at the Campus Health Center because tetanus
boosters were available there for prophylactic treatment.
These two injuries did not need to be seen by a physician

for medical treatment because first aid was available on

site. Since only first aid was needed. those two
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injuries did not need to be reported to the insurance

company for claims.

The supervisors of maintenance employees were active
in promoting safety in 19846. Only one injury claim came
from the maintenance department in 198&6. That marked the
first year since 1978 that maintenance did not record the
highest injury rate at Business XYZ.

In addition to safety programs, employees were
educated on how to use existing cleansing agents and a
training session for housekeeping personnel was held
whenever a new cleaning measure or cleansing agent was
introduced. Use of protective gloves was encouraged when
employees handled stronger chemicals.

Another significant fact gathered by looking at the
data in Table 2-& (page 90) is the drop in injuries to
maintenance people in 1983. The injury rate was over 100
percent lower for maintenance personnel in 1983 compared
to 1982. The number of injuries in the maintenance
department from 1983 to 1986 never did exceed the 198Z
level. The safety programs initiated for maintenance
people in 1987 may have had an ongoing effect for the

department.

Whether a disproportionate number of injuries

occurred with new emplcyees at Business XYZ is a factor I

|
|
that cannot be determined from the data available. To ﬂ”

establish the proper proportions, the total number of |

employees working for one year or more and the total I
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number of newly hired employees working less than a vear
would need to be known for each year studied.

If five 1njuries occurred in employees working for
less than one year and 10 injuries occurred in emplovees
working more than one year, one would have to know how
many people were employed in each aroup to know if the
injury rate was disproportionate. Five injuries in a
group of 10 new employees would account for 50 percent of
that group. Ten injuries 1n & group of &0 people
employed for more than a year would represent only 16 2/3
percent of that group. Even if the new group had five
injuries compared to 10 injuries in the older group. the
new employees would have a higher rate proportionately
because of their smaller group size.

One interesting fact uncovered while looking at
injury occurrence was that in one year one particular
employee had four accidents resulting in injury. Over a
three year period. that same employee had seven reports
of injury. That employee no longer works at Business
XYZ. If he did. special counseling might be indicated to
see why he was having so many accidents.

In addition to being able to reduce the number of
injuries requiring reporting. how an inijury is treated
has a bearing on cost.

Reviewing the data on medical costs of treating back
strains shows chiropractic treatment to be more expensive

than treatment by a neurospecialist or orthopedic
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specialist. The back conditions treated by medical

| |
doctors (M.D.s) were less costly than the injuries i

treated by chiropractic physicians. Whether the |
conditions treated by chiropractic physicians were more
extensive is not known but the injuries reported in the

claims were all listed as "back strain". !
Treatment of minor conditions in the hospital
emergency room (ER) is also more costly thanm aoing to a I
physician directly. The basic cost for using the local |
hospital ER is $446.00 plus $31.00 for examination by the 1
ER physician. X—-rays and other diagnostic tests are h
charges in addition to the bacsic cost of $77.00. Hw
Going to a local clinic under an agreement set up wj
through the Campus Health Center and a clinic physician ”
saves on medical costs. The physician charges $36.00 for “

the initial visit and examination — a saving of $41.00 !

compared to the ER. The phyesician is a certified and i

licensed surgeon who can order X-rays and do minor w
surgery such as repairing cuts and lacerations at the
clinic. X-rays taken at the clinic are less costly than ‘ M
the same X-ray taken at the hospital.
If the injury 18 severe. the employee is =till taken
fi
to the hospital emergency room but most injuries do not ‘“w
reguire ER treatment and can be treated at a doctor’s
|
office or clinic. ‘|
Two comparable cases that reflect the difference in ||I

Cost between the hospital ER and a clinic occurred in
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1984. In both cases an object was dropped on a foot. In
case B4D., the emplovee went to the ER to have treatment
and X-rays. There were no reported broken bones but the
cost was $298.51. That same year in claim 84M., another
employee dropped a door on his foot. He went to MedFirst
for treatment and X-rays. He suffered a broken toe. and
the total cost was $174.54. To really compare costs, the
medical records could be examined to see how many X-rays
were taken and how the course of treatment may have
varied. Those records were unavailable for this study.
Stepping through an ER case hypothetically shows
where the unecessary costs arise. First the cost of the
Emergency Room is $464.00. The next cost encountered is
the cost of the physician examination. I¥f the patient is
treated and released, the patient must still be followed
by a doctor other than the emergency room physician. The
second doctor is an additional cost over the cost of the
ER visit and procedures done. That cost is avoided at a
clinic. The first exam usually costs around $36.00 to
$40.00 because the bookkeeping process has to be started
if the patient has never been seen at that facility
before. The doctor’s exam is included in that first
visit. Follow up exams are usually less costly. In this
writer’s opinion and based on the cost record to date. ER
care should be used for worker injury only in cases of

severe trauma and life-threatening conditions. If a

physician’® care is available at a clinic or office. that
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is the most cost—-effective way to treat minor injuries

that still require medical attention.

More aspects of the workers® compensation cost

picture can be studied if more data were available. The

total number of days lost from work is an area where more

study could be done with more information. In 1981. an

employee suffered a heart attack on the job that was

considered compensable. The record on how many days the

employee lost from work was lost when an administrative

change occurred. That same year an employee suffered two

broken legs and the record of the number of days lost for

Having the exact

that case was also lost or destroyed.

amount of days for those two cases would make a more

in—-depth review possible. The days lost in 1985 will be

more valid when the final settlements on the two open

back injury cases come in with the exact amount of time

recorded.

The data that is available does bear out the

hypothesis that ways can be found to reduce workers?

compensation coste.

The reduction of injury incidence has a definite

bearing on premium cost. Setting up injury prevention

programs and having supervisor involvement in stressing

safe work practices in 1986 appears to have had an impact

This should affect the

on the 1986 injury incidence.

1987 and 1988 premiums by reducing them.

Doing more first aid at the Campus Health Center |

e
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allows employees to have injuries assessed. As mentioned
in earlier chapters., state law does not require the
reporting of injuries only requiring first aid. If the
injury is not severe, the treatment can be done on site
without sending an employee to expensive medical
facilities for something only requiring first aid
treatment. This lowers the incidence of reportable
injury.

When medical care i=s needed, using the most
cost-effective method of treatment can be done as
evidenced by using a specified clinic for minor i1njuries.
The physician being utilized is qualified in diagnosis
and treatment of many work-related injuries. The
physician refers the injured employee to orthopedic and
other specialists when indicated. Setting up procedures
for obtaining medical care can help reduce costs for
treatment of injuries while still insuring care that
treatment is readily available when needed.

As analyzed in the section of this preoject about
experience rating for workers’™ compensation insurance
(Chapter Seven), reducing the amount of accidents has the
greatest effect on reducing workers® compensation
expense. 1987 and 19846 demonstrates that the number of
injuries can be reduced by making supervisors and

employees safety—conscious.
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PART IV: SUMMARY, CONCLUSIONS, RECOMMENDAT IONS




Chapter Eleven - Summary

When the high cost of premiums for workers’
compensation insurance became a concern to the
administration at Business XYZ. the question of whether
something could be done about the escalating premium was
asked. Reducing workers’® compensation costs for EBusiness
X¥YZ required investigation into several areas to arrive
at conclusions and recommendations.

Gaining a basic knowledge of the workers’
compensation law in Missouri is important. After

vamining the law, it was ascertained that an insurance
claim does not need to be made for minor injuries treated
with first aid even if the first aid treatment is done by
a physician or nurse. Neither does the state need to be

notified for basic first aid cases. Some injuries in the

past were not serious and could have been treated with
basic first aid.

Learning how the experience rating system functione
in calculating the insurance premium to be paid enables
Business XYZ to see the areas that pushed up its premium
costs. The number of injuries has greater bearing on
insurance costs that the severity of the injuries.
Reviewing the incident reports and the mandatory Eureau
of Labor Statistics Loges and Summaries of Occupational
Injuries and Illnesses for Business XYZ from 1979 through

19846 shows a high rate of accidents with reported
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injuries occurring. 1984 had no severe or costly
injuries but there were numerous minor injuries involving
treatment that required reporting.

After looking through the records, some avenues for
action become apparent. The number of injuries haz to be
reduced, competent but cost-effective medical care for
injuries and illnesses is needed, and provisions for
basic first aid on the jobsite can save needless
reporting and claims.

In the process of reducing the incidence of
injuries, investigation of the types of injuries that
pccur is one step. Hand and finger injuries occur most
frequently followed by back injuries. FPreventing hand
and finger injuries involves making people more
safety—-conscious. The prevalence of back injuries is
found in companies across the United States according to
other published studies. A program stressing proper
lifting and back care has coincided with a reduction in
the incidence of reported back injuries at Business XYZ.

An onacoing attempt to change the attitudes of
employees toward on—-the-jiob injury has become a priority
of management. Eeing careful while working and doing
tasks safely is stressed to workers by management and
Health Center personnel.

Besides categorizing types of injuries, tarageting

the departments with high injury rates helps in changing

attitudes and developing safety programs for those key
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problem areas.

Insurance information available shows Business XYZ
had high primary losses (claims where costs were used in
full for rating). Those losses gave the business an
experience modification value greater than 1.0. That
value is multiplied by the manual rating that would
normally be given to a business. Therefore a value
greater than 1.0 causes the insurance premium to increase
at a greater than normal rate increase.

In addition to reducing the number of injuries, more
cost-effective ways to treat injuries were found and are
now available. Missouri law, at this time, allows an
employer to select the physician for treating
work-related injuries. Employees may go to their own
physician for medical care but at their own cost.
Business XYZ has an agreement with a physician at a local
clinic to have workers injured on the job seen at that
facility at less cost than going to the hospital ER. 0OFf
course, severe or life—-threatening injuries are still
treated at the hospital emeragency room.

The use of the Campus Health Center at Business XYZ
allows minor injuries to be treated with first aid and
observation. While an accident report 15 filled out on
all injuries, only those requiring more extensive medical
care are to be reported.

Frevailing and changing attitudes are one factor in

worker injuries that this project did not study




extensively. It is a contributing cause to increased

costs and claims but to properly analyze and document
attitudes can involve a major study in itself. A trend
observed can be mentioned at this point. EBEusiness XYZ
had been subjected to multiple lawsuits starting in 1982
due to some administrative personnel being asked to
leave. It seemed to have a domino effect. More than
once. comments such as "I1°11 just sue "em.," were
overheard by supervisory personnel. Unnecessary trips
for medical care may have resulted from fears of lawsuits
in case an injury had occurred. Most supervisors and the
campus nurse were reluctant to tell an employee to just
rest or wait and observe the inj;ured part after an
incident and then be faced with an employee saying proper

care was not given at a later date. '

To what extent attitudes contribute to the problems

that Business XYZ faces can be a matter of supposition

—_———

for this project. As an opinion. one can say attitudes
played a part in escalating the reported injuries but the k
concrete data is unavailable to support such a statement.
The purpose of this pro;ect was to find causes for
the high cost of workers’ compensation at Business XYI
and to investigate ways to reduce those costs. The
project was general in its approach and attempted to
present an overview of the workers’® compensation
situation as it existed at Business XYZ in the years 1980

to 1985.
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Time was a limiting factor on the amount of research
conducted. More in-depth study could be done on many
facets mentioned in this project such as reviewing
medical records in special cases or establishing
completely accurate statistics on the amount of time lost
due to categories of injuries. One could go i1into
in—-depth calculation of Business XYZ's insurance rating
values if the weighting factors were known, but for the
purpose of this study, knowing the reasons behind the
higher experience modification values is more relevant to
solving the problem. Moreover, consistent and detailed
information was not available for a year—by-year
comparison on a more statistical basis.

Data on injury incidence in 198& became available as
the project was in its completion phase. The 198& data
gave substance to the hypothesis that ways could be found
to reduce workers® compensation costs at Business XYZ.

The data obtained did allow for some concusions and
observations which should help Business XYZ begin to
solve its problems with excessive injuries and costs.
These conclusions and suggestions will be the subject of

the final two chapters in this project.




Chapter Twelve - Conclusions

After reviewing the records for work-related
injuries at Business XYZ and analyzing how the data
gleaned from those records would be used in experience .
rating for insurance premiums, one major cause found for
Business XYZ having hiagh premium cost was the large ‘
amount of work-related injuries reported for this
business. For more than one year in thie study the l
actual primary losses exceeded the expected primary
losses which gave Business XYZ modification values }
greater than 1.0. The small minor injuries costing less
than two thousand dollars were calculated at full cost
and raised the actual primary laosses used for calculating
insurance premiums.

Another causative factor in increased insurance
premiums is the cost of medical care for the injuries.

As stated above. the full cost of care on a minor injury

is used for experience rating. The higher the cost of

care. the higher the primary losses go. Finding less
costly ways to treat minor injuries reduces the amount of
primary losses, thereby reducing the calculated premiums
for workers® compensation insurance.

The factors given above are in addition to the
generally rising cost of insurance premiums due to the
increasing cost of medical care nationwide. FRising

hospital and physician fees contribute to premium cost



for all insureds so a certain amount of inflation in

premium costs are expected. Business XYZ will have
rising rates because all employers are experiencing
rising rates.

What Business XYZ can do is keep its losses down and
keep its enperience modification factor below 1.0,
Controlling the number of work-related injuries and the
costs of treating those in;uries will pay back in reduced
insurance premiums.

Historically. the maintenance department experienced
the greatest number of injuries in the past. This can be
expected due to the nature of the work. However, after
introducing measures to prevent back i1njuries, heat
stroke. and other injuries., the number of injuries
suffered by maintenance personnel dropped to one. The
conclusion is that safety proarams do work.

Supervisor attitudes toward safety for their
employees is also important. Maintenance supervisors
made attendance at safety programs mandatory and
employees received pay while attending these meetinags.
Training sessions on the use of new chemicals paid off
with no reported skin reactions due to irritation from
cleaning agents after emplovees were properly instructed
in their use and encouraged to use gloves when necessary.

Back injury prevention programs help reduce back |
injury. Business XYZ had no back injury claims from

employees attending the training sSession on proper



lifting and back care. That finding corroborates

experiences of other companies. Richard Chapel (1987)
reported the Capitol Wire and Cable Company in Flano,
Terxas had back injuries in a 24-month period that cost
$191,549. In the 20-month period after implementing a [
back care program. costs were only 7000, .
Besides preventing back injuries, proper treatment
of back injuries when they occur is important. Finding N
competent physicians to treat back injuries who treat the I
injury without just running up a high bill is a
challenge. Chiropractic care proved to be more expensive
than care given by medical doctors and doctors of
osteopathy for Business XYZ. Comparisons on treating
back injuries could involve a whole study in itself. One
employee felt her chiropractor gave her more help than

the M.D. who first treated her case. Back injuries were

costly injuries for Business XYZ. Two open cases from

1985 are back injury claims where the employees lost many
days of work. To keep back injury costs down, proper
methods of treatment by competent physicans must
accompany the goal of reducing injury.

The extent that attitudes added to the costs of

workers’® compensation is a matter of supposition. ‘
Conclusions drawn about attitudes in this study are a
matter of speculation. Two pervading attitudes at

Business XYZ must be examined.

First, attitudes of the supervisors and the campus
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nurse mentioned earlier in Chapter 11 has a role in the
treatment of injuries. I¥f supervisors and nurses are
afraid of lawsuits, they will send employees for medical
care more readily. Because many minor injuries were
being channeled to physicians for diagnosis, one
conclusion is that not all cases sent to a physician
needed to be submitted as an insurance claim. If the
employee was sent for examination only to rule out any
injury requiring further treatment, the physician could
be paid directly by Business XYZ without submitting an
insurance claim. If further medical treatment were
required, the claim would then be submitted to insurance.
Secondly., the attitude of employees is important in
controlling worker injuries and claims. Employees makinag
only a minimum wage could have less incentive to work if
they receive compensation money for being injured.
Although the employee would only receive 2/3 of his
normal earnings, it might be to his/her advantage not to
work. Taxes, child care and transportation costs could
offset the difference in pay especially if the employee
was receiving a low wage before the injury occurred. Dr.
Rodney EBeals, head of orthopedics at a major hospital,
was quoted in the article by Carey W. English as saying,
"When income associated with disability comes close to
equaling the income while working, treatment fails." The
employee ceontinues to harbor his 1injury because he has no

incentive to get well and go back tao work.
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Some employees do not carry personal medical
insurance. Those individuals are inclined to blame
injuries and illnesses on work conditions in order to
receive medical care for which they do not have to pay.
Even those having insurance may try to claim an injury
came from their job to avoid paying a deductible amount.

Employees need to be reminded to be careful. The
thought of losing an eye or a finger makes most pecople
try to do things safely. Employees should feel they are
not only caring for themselves but also contributing to
the whole picture. Being careful and safety—-conscious
keeps them healthy and able to live a normal life and
they can help Business XYZ keep the cost of workers®
compensation insurance down freeing money for raises.
Corporate officers are not the ones who gain from
balancing the budaget at Business XYZ. Students comina to
Business XYZ benefit due to lower tuition and boarding
costs. Affordable education attracts the students who
provide the jobs. It’s a circle in which every employvee
can do his or her part.

Eeside=s reducing premiums, less accidents and lost
time will keep payroll costs down because new people and
temporaries would not be needed as often. Savings will
occur in the payroll and working conditions for the
employees on-the—job are better because everyone knows
and does their own job without the stress of having to

cover the work of an absent emplovyee.
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Fraud was one issue not covered in this project
because of lack of available data. To comment further on
possible fraudulent claims would be solely done on the
opinion of the researcher. One or two cases could be
guestioned because of time lags in the reporting of the
claimed injury. but more extensive investigation would be
required befaore one could substantiate a fraudulent
claim.

The maj;or contributory cause to the increased
premium costs was the high incidence of injury
accompanied by costly treatment. Factors causing the
injuries were multiple but this project has identified
some of the causes as well as implemented plans to reduce
the number of reportable injuries while keeping emplovee
welfare as a primary concern. Measures have been taken
to secure cost-efficient, competent medical care for
injuries that do occur. Ry 1988, the results should
begin to show in reduced premium costs for workers’
compensation insurance if safety programs and implemented

plans continue.

|




Chapter Thirteen - Recommendations

The foremost concern in the handling of workers’ |
compensation claims should be the welfare of employees.
Competent medical care for employees who are accidently |
injured while working at Business XYZ should be readily
available, but a major emphasis needs to be placed on
preventing injury in the first place.
Workers’® compensation should be overshadowed by safe
work environments and the promotion of wellness in the
wor kpl ace. eeping an employvee healthy and able to work
has much more value and is less costly than compensating
an employee for a permanent disability.
In conjunction with promoting safety. programs to
enhance the health of employees will result in fewer
injuries. A healthy employee will be less distracted by
aches, pains, and malaise and better able to concentrate
on the task to be done. Recognizing and controlling high
blood pressure might prevent a recurrence of a !
job-related heart attack as occurred in 1980.
Employees with several accidents on record should be
asked to talk to counselors. Is the employee having
family problems. health problems., or difficulties with
alcohol or chemical abuse? Qualified counselors are
employed by Business XYZ. an employee should be allowed
to arrange for a confidential counseling session if

needed. One or two hours spent with a counselor might
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prevent a costly accident if the employee is not
concentrating on what is being done at work.

klenneth Williams (1986) observed that many companies
are reaping monetary benefits from employee assistance
programs (EAF). He states that Kimberly Clark reports it
has experienced a& 47 percent reduction in absenteeism and
a 70 percent reduction in accidents after beginning an
employee assistance program. Fhilips Fetroleum figures
its EAF saves that company %8 million per year because of
fewer accidents, less sick leave. and higher
productivity. Using counseling and health services
available at Business XYZ for employvees as well as
students would benefit everyone.

Beverly Ware (1987) writes about promoting workplace
health programs stating "Without top management support
there can be no program". She goes on to say "...a
program will never become firmly institutionalized
without the interest and commitment of employees". (3)
These same statements hold true for health and safety
programs at Business XYZ. More than one person need to
be committed to reducing accidents and injury at Business
XYZ because the business cannot afford to stop its
programs when one or two key people involved i1n the
program terminate employment. The programs need to be
ongoing. Each individual employee needs to be

safety—-conscious regardless of whether the supervisor or

administrators change.
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Documented, set procedures an policies for treating
employee injuries are advisable. Supervisors should have
the name and number of the physician and clinic used by
Business XYZ for employee injury readily available. ODnly
when a clinic physician is unavailable or the injury is
serious or life-threatening should the employee be sent
to the hospital ER.

The Campus Health Center should be utilized as fully
as possible within the legal limits of the medical
personnel employed at the Center. The nurse should be
able to refer employees for further medical or diagnostic
examination as she deems necessary. Tetanus vaccine for
boosters should be available on campus through the campus
nurse. Tetanus immunizations are a public health measure
and are given to prevent disease. Employees suffering
from cuts or lacerations can be treated at the Campus
Health Center if a nurse is available to clean and
bandage the wound and administer a tetanus booster
prophylactically., if indicated. The physician from the
clinic who sees employees for more serious injuries can
write a standing order for the immunization following the
state public health guidelines.

Further investigation of available physicians for
treatment of back injury would be of benefit. Eecause
back injury can be costly and result in much lost work
time, care must be given in finding & competent physician

to treat back injuries. Besides providing adeguate
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medical treatment, a training session for preventing back
injury should be agiven to all new employees who might be
involved in lifting. The history of injuries at Business
XYZ even showed an administrative officer had suffered a
back injury so the program offering could be extended to
other personnel interested in caring for their backs.
Should a back or other debilitating injury occur in
the future, Business XYZ could also investigate enrolling
the injured empolyee in a work—hardening program before
allowing the injured employee to return to work. By
simulating actual work conditions. these programs can
accurately assess the person’s capability to 1lift. bend
and carry on with the tasks expected on the job. These
programs can better determine whether a person can do a
job thamn a physician®s exam.
Some companies reqguire pre—employment physicals.
The value of using low-back X-rays in a pre-employment
exam is guestionable. X-rays in themselves can be
detrimental to the health especially a low-back X-ray
which can cause damage to gonads in men or women or cause |
damage to a fetus in a woman who doesn’t know she is
preanant. Mark Rothstein (19BS5) states "The test
[low—back X-rayl is simply inaccurate, and screens out ‘
|
too many people who are healthy and will never suffer ‘
from back injury while failing to detect those |
presymptomatic persons who really are at risk." ‘

Fre—employment physicals at Business XYZ reguiring
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low-back X-rays would be an unnecessary expense.

In lieu of pre-employment physicals, an emplover
can ask 1f a worker had ever filed a workers’
compensation claim at a previous employment. Some |
companies ask gquestions about previous workers’
compensation claims on employment applications. It is
within the law to ask the nature of the injury when a
claim was recent. If the injury was of the type that
could preclude the person doing the job properly, the
prospective employee can be asked to submit a physician’s
statement saying he/she i1s able to do the designated ;ob.
An employer would be wise not to hire a person with a
history of back injuries to a work in a position where
the back can be reinjured. Fositions requiring long
hours on a tractor or mower with vibration can damage the
back as easily as lifting.

Business XYZ has been diligent in reporting its
accidents and injuries. It should continue to be so.
Some companies have been found remiss in reporting their
work-related injuries to the state. The Occupational
Safety and Health Administration (5t. Louis
Fost-Dispatch, Feb.1987) 1is cracking down on the
underreporting of accidents. Business XYZ should be
accurate in its reporting on 1ts logs (0OSHA Form 200) to
avoid any fines for underreporting. By implementing
safety programs, the incidence of injury rate should drop

and Business XYZ should be prepared to show the reasons




the rates have fallen if the numbers are questioned.

To avoid injury to workers unskilled at a particular

task., it behooves Business XYZ to subcontract special
projects to companies familiar with the task to be done.
For example, roof repair can be done by a roofing
company. Any injuries suffered by workers doing the
project would be the liabiliy of the subcontracting
roofing company. A major roof repair is not considered
an ongoing job in the nature of this business so the
liability would not rest with Business XYZ. If a
subcontractor is available for one-time repairs and
maintenance projects, it could be advisable for Business
XYZ to use the subcontractor rather than risk injury to
one of the Business XYZ employees doing a job he or she
is not skilled in doing.

Supervisor i1nvolvement in safety needs to continue
at Business XYZ. Enforcing safety practices such as
requiring grounds people to use safety goggles while
mowing will reduce eye injuries. Scheduling lifting
earlier in the day could be helpful so the employees’
backs are not fatigqued when lifting. For example, if
some equipment needs to be moved and mowinag or tractor
work is scheduled to be done by the same person. have
that person do the moving and lifting before riding a
tractor or mower for several hours since vibrations tire
back muscles.

Employees should be aware that the law reduces
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compensation by 15 percent if the employee deliberately
fails to use safety devices provided by the employeror if
the employee does not obey a reasonable safety rule
posted by the employer in a conspicuous place. Missouri
Workers® Compensation Law, section 287.120 covers this
aspect of compensation.

A reward system for a good safety record can also
provide incentive for employees and supervisors to avoid
accidents. Fublish the departments with good safety
records in the campus newsletter. Every month when the
maintenance, security, food service, or housekeeping
department has an accident—free record, give each member
of the department a S0O-cent gift certificate redeemable
at the bookstore. The certificate can be redeemed for a
soda or snack at once or an employee can accumulate
certificates for a year and apply the $4& toward any other
purchase at the bookstore. '

If Business XYZ has reduced injuries for a vear,
reward each full-time employee with a paid personal hour
or hours for being accident—free. The employee can use
the hour or hours as he/she wants with supervisar
permission. The employee could take a long lunch hour to
run an errand, come in later some morning., or leave early
some afternoon. The time could be called personal safety
hours.

Study of worker injury should continue at Business l

X¥YZ. Effectiveness of the safety proarams can be

e ]
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evaluated and adjustments made when needed. If injuries
are reviewed every & months, patterns can be detected and
measures taken to prevent recurrences before a whole vyear
lapses and affects the premium rate.

Besides reviewing the injury pattern twice a year, a
yearly evaluation of workers® compensation 1ssues 1is
imperative. Frocedures may need to be changed. New
physicians may be need to be contacted. A variety of
safety programs should be presented at least quarterly to
keep employees aware of safe work habits. These programs
could be determined at the yearly evaluation meeting.

The evaluation should be done by the vice-president of
operations, the vice-president of finance, the director
of personnel, the director of health services, and one or
two supervisores designated by the vice—-president of
operations. These are the key pecple to administrate the
process of reducing workers’® compensation costs at

Business XYZ. but the people who will benefit most are

the employees and students.
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