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An educational institution, called Business XYZ 

for this study, e xperienced rising premium costs for 

wor kers ' compensation insurance that climbed steadil y 

for several y ears and jumped sharply in 1984 and 1985 . 

In order to keep operating costs down, the 

administrative officers felt ways must be found to 

reduce the costs of workers' compensat ion for t his 

b usine ss . 

The purpose of this stud y was to look at the 

overall situation involving workers ' compensation 

claims and costs at Business XYZ across the period of 

years the premiums rose so dramatically and to 

determine causes and solutions to the problem of high 

workers' compensation costs. 

To determine if costs could be reduced . the study 

e xamines workers' compens ation laws and procedures as 

well as the e x perience rating process. The particular 

records of in juries for Business XYZ from 1980 through 

1985 were e x amined to determine what could be done to 

reduce costs of med ical care and the amount of claims 

filed. The research was nonex perimental and 

conclusions were drawn through inference about t he 

rel ations among the variables found in the business 

records. 

New procedures and programs were initiated during 

the c ourse of the pro j ec t. The 1986 incidence of 



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 11 BACKGROUND AND INTRODUCTION 



cost in the institutional budget as indicated by Table 

1-1. 

Table 1-1. 

Insurance Premiums Paid b y Busi ness XYZ 

Fiscal Premium 
Year Amount Paid 

6 /77-6/78 $ 6,30 1 

6 /78-6/79 12,999 

6 / 79-6/ 8 0 9,158 

6/80-6/81 18,234 

6 / 81-6 / 82 24,992 

6/82-6/ 83 16, 0 19 

6 / 83-6/ 84 19, 0 69 

6 /84-6 /85 40,807 

6/85-6/86 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 
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business? An interview with Boy le 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 

e xperience. 

According to Rhodes, schools were e xperiencing 

higher incidences of in j ury for multiple reasons. Many 

schools have grounds requiring maintenance and mo wi n g. 

The jOb of mowing has higher risks for inj ury th~n many 

other tasks. Also there is much l i fting to be d o ne i n 

school mainten ance bringing on the risk of bac k in jur y . 

In addition to their j Ob requi ring high-risk tasks , 

maintenance per sonnel usuall y fall in the lower income 

and educational levels. More worker compensation 

in j uries are reported in the lower income levels. 

To determine why the business in th i s case was 

plac ed i n an assigned risk pool requires a look at t h e 

claims e xperience of the business . 

Starting in 1977, the number of claims agai nst 

Worker Compensation began to cli mb drasticall y . The 

number of wor k-related injuries in 1977 rose 3 6 7 per cent 

over claims in 1976. There were o ver twice as man y 



reported injuries in 1977 as any previous year since 

1972. The information given in Table 1-2 gives a 

better picture of the number of claims and number of 

l ost work days expe rienced in 1972 through 1978. 

Table 1-2. 

Loss Experience 1972-1978 For Business XYZ 

Year Number of Number of 
Claims Day5 Lost fr-om Wor-k 

1972 10 26 

1973 8 18 

1974 8 57 

1975 '"' ..:. 0 

1976 6 121 

1977 22 13 pl LIS 

1978 37 177 

5 
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The number of claims from 1973, 1974, and 1975 

affects the 1977/78 insurance premium. The 1978/ 79 

premium is b ased on the loss e xperience from 1974, 1975, 

and 1976. The e xact formula for rating will be 

e xplained in Section II, Chapter Seven of this study. 

In 1979, CNA, the insurance company admini s trating 

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. Because of changes i n personnel it is 

difficult to determine how many of the recommendations 

were implemented . Some safety programs were in place in 

1983 but were not continued in 1984 or 1985 according to 

company records . 

A major turnover in top administration for Business 

XYZ occurred in 1982 and 1983 whi c h could account for 

lac k of continuity in carr y ing out the recommendations 

of the p r e v ious insurance study . No e v idence can be 

found to indicate whether the old administration 

attempted to do any thing about the increasing number of 

worker injuries . Onl y after the new admi n i s tration t o o k 

over and began to look into determining any e xcessi v e 

costs of operation were safety programs initiated . 

Even with safety programs , premi u m costs cont i nued 

to rise yearl y . Financial officers of the business in 

this case study wanted to f i nd a way to slow thi s 

dramaticall y increasing e xpenditure. 



Investigating a way to reduce the costs raised a 

number of questions. Are the number of claims per y e ar 

increasing? Besides costs of premiums, is absenteeism 

due to work-related injury increasing and dri ving up 

operating costs for the business? Hiring temporaries 

and pay ing overtime to cover work done b y the absent 

employee adds to the cost of doing business. 

How much is the cost of medical treatment 

increasing? Are other factors propell ing the number of 

claims for on-the- J ob in j ury? A study o f these issues 

is needed . 

The h ypothesis of this study is that b y 

i nvestigati ng the number and pattern of in j uries, the 

way5 o f treating these injuries , and studying the 

effecti veness of safety programs in t h e past, ways can 

be found to reduce workers ' compensation costs for t his 

business. 

7 
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For this project the real name of the business will 

not be disclosed. It is a real and viable business 

operating on a limited budget and striving to control 

any unnecessary costs. 

Education is the primary purpose for Business XYZ. 

To s upplement income~ buildings and facilities are 

rented to interested groups for meetings and conventions 

requiring year-r o und maintenance. 

also in operation all y ear long. 

A food service is 

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 hav e 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 

<Rossel, 1986) . The radio station uses high voltage 

electrical equipment. Special chemicals are used in 

art, photography, and chemistr y . 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 

bac kgrounds . Some employees are high school students, 

9 

some are drop-outs from school, and others possess 

mult iple doctorate degrees. There are between 300-400 

people employed full-time and part-time by Business XYZ . 

In total man-hours, these employees wor k approx imately 

500, 0 00 hours per year . The number of people employed 

varies from month to month dependent on what academic 

programs or services are being offered. 

Th~ physie~l layout of Business XYZ ~overs about 

240 acres of land. The terrain is hill y requiring 

numerous steps and terraces. The land requires the use 

of tractors to mow the grass, remove snow, and pull 

trailers around the grounds. The landscaping duties are 

e x tensive; 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 sharpl y inclined roofs. Replacing windows, 

repairing roofs, and maintaining the e x terior of the 
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buildings us1..1ally involve the use of a "cher-ry pic ker", 

a truck with a bucket (large enough to hold a couple of 

men> attached to a mechanical arm that can raise the 

bucket several feet in the air. Using this machine can 

be dangerous when working on the upper stories of the 

buildings. 

Most of the buildings are old and in need of 

constant repair. The newes t structure was built in 

1969. The oldest building was built in 1869 with 

additions made in 1881 and 1887 . The structure housing 

the boilers heating most of the buildings was built in 

1890. Nine other buildings are over 50 years old. 

Keeping up these buildi ng s necessitates the use of more 

potentiall y hazardous equipment. An overview of the 

ages of the campus buildings is shown is Table 2-1 . 

Connecting the 24 buildings that are used b y XYZ is 

a network of tunnels that have been in e x istence bef ore 

World War II. Over- 7000 feet of hot steam pipes and 

high voltage electrical cables can be found in these 

tunnels. Wor k ing 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 wor k are required in these areas. 

Although the produc t of XYZ is an educated student~ 

maintaining the physical environment needed to educate 

and house students can pose the greatest risk of injur y 

to employees of this business. 
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Table 2-1 . 

Nam• 

Sibley 

The Buildings and Their Ages 

Y••r Built 

Boiler Room Bldg . 

Ayres 

Butler 

Roemer House (Bookstore) 

Addition 

Niccolls 

Eastlick House 

Irwin 

Stumberg 

Butler Library 

Memorial Arts Building 

President's House 

Cobbs Hall 

Watson Lodge 

McCluer 

Young 

Parker 

Fine Arts Building 

Mosque 

Utility Building 

Gables 

Stables 

1869 

1890 

19()6 

1914 

1915 

197 8 

191 7 

1920s 

1923 

192 4 

19 2 9 

1939 

19 41 

1948 

1950s 

1960 

1965 

1965 

1969 

Remodeled 1967 

No date a vai lable 

No date a vailable 

No date a vailable- razed 1985 

No date a v ailable 
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Ch•pt•r 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 e xpenses 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 b y 

contributory factors in the course of employment, is 

also considered compensable under wor kers ' compensation 

statutes . 

The practice of wor kers ' compensation has become 

prominent because of the Industrial Revolution . In the 

late 1700s and earl y 1800s, machinization began 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 legislati v e code, 

imposed certain obligations (Vaughan & Elliott,1978) . 

These were : 

to provide a reasonably safe place to wor k 

- to provi de reasonabl y safe tools 

to provide reasonabl y sane and sober fellow 

employees 

to set up safety rules and enforce them 

to warn wor ker of any dangers inherent in the 



work that the worker could not be e xpected 

to know 

13 

Common law in the 1800s would release the empl oyer 

from obligation if it was determined that the employ ee's 

own negligence contributed to the accident. The 

fellow-servant rule released the employer from liability 

also. The e xpectations resultant from this rule were 

that the injured party had to seek damages from the 

fellow wor ker 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 employ men t 

was presumed to accept the normal risks associated with 

the jOb , The a55Umption was that the employee was 

getting paid to accept those risks. 

As industrialization e x panded, work-related 

injuries became more prevalent. Vaughn and Elliott 

(1978) state that by 1900 in the United States there 

were more than 25,000-30,000 deaths each year and 

approx imately 2 million serious injuries sustained in 

the course of employ ment. Injured workers and their 

families were left with no income or way to pay med ical 

e x penses in many cases. 

In industrialized nations , a trend of thought 

developed that since society gains from 

industrialization, it shou ld pay the costs. Wor kers' 

compensation principles are based on the notion that 
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industrial accidents are i nevitable so the costs of 

these accidents should be con sidered ~s par t of the cost 

of production. Compensation for these i nevitable 

accidents duri ng production s h ould be the liability of 

the emp l oy e r. Money spent for wor ker compensation 

becomes an operating cost. 

The first wor ker compensation laws were passed i n 

Germany in 1884 and England in 1897 . Mary land passed 

the first wor kers ' compensation law in t h e U.S . in 1902 

but it was declared unconstitutional . The first 

effective workers ' compensation law was passed in 1911 

which set the pattern that o ther states began to follow. 

When l aws were fir st passed, most states used the 

terminology "workmen's compensation" . In the past 

decade the nomenclature h a s been c hanged b y man y states 

so say "wor ke rs' compensation" to a void se:-: 

discriminati on . 

As new concepts evol v ed, tor t liability or l ac k of 

it on the part of the employer was replaced b y statutes 

desi gned to protect employees from the risks of 

accidental inJury , death~ or disease resulting from 

their empl oyment . Whether an employ e r was negligent was 

no longer an issue. An employee who i s in jured in the 

cou r se o f his or her work has the right to compensation . 

This compensation is paid b y the employ er or t h rough 

insurance obtained b y the employ e r e v e n though the 

employer may not be at fault for the injury . 
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Another general principle underlying most workers' 

compensation statutes is that indemnity is partial but 

final. 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 - Prov ide a single remedy and reduce 

court delays, costs, and workloads arising out 

of personal-injury litigation; 

3 - Reliev e public and private charities of 

financial drain-incident to uncompensated 

industrial accidents ; 

4 - Eliminate payments of fees to lawyers 

and witnesses as well as time-consuming trials 

and appeals; 

5 - Encourage max imum employer interest in 

safety and rehabilitation through an 

appropriate e xperience-rating mechanism; and 

6 - Promote frank study of causes of 



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 

16 

being that the person and famil y will hav e ongoing 

subsidy without someone misusing a large sum of money 

and then being left withou t income in later year if the 

disability is long term. 

Another stipulation of workers ' compensation law i s 

that employees cannot be required to finance worker 

compensation. The cost must be born b y the employer as 

stated earlier. 

Employers are requ ired to carry insurance unless 

they fall into a few specific categories that vary from 

state t o state. Table 3 -1 gives a s ynopsis of the state 

laws regar ding t ypes of employment requi r i ng 

compensation and those e xceptions allowed . 

Forty-seven states will allow an employer to 

self - insure as an alternative to purchasing i nsurance . 

When an employ er self-insures~ a fund is established to 

pay compensation for employees in j ured. 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 dedu ctible for tax purposes . 
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Many companies opt for purchasing insurance because the 

purchase can be deducted as e xpense and future cost in 

the current year rather than having money paid into a 

fund which cannot be deducted until disbursement is 

made. 

In 25 states smaller employers are allowed to pool 

their risks and liabilities to set up group 

self-insurance. Missouri is one of the states that 

allows this practice. 

According to the U.S. Chamber of Commerce~ 

emp loyers 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 Soci al 

Security Bulletin estimated that employer s spent 3ust 

over $22 . 9 billion in 1983 in purchased insurance and 

self-insurance combined . Those figures indicate that 85 

perce nt of the mone y spent was to purchase insurance for 

workers • compensation r ather than self-insure. 

In 1972 the National Commission on State Workmen's 

Compensation Laws completed a study of the laws of the 

50 s tates dealing with wor kers' compensation and 

conc luded that state laws were not reaching full 

Potential. Multiple recommendations for improving the 

system were submitted . These recommendations are 

embod ied in the followi ng guide lines gi v en to states to 

i mprove their wor kers' compensation laws: 

- state laws s hould cover all occupations without 



e xemptions for small employers with onl y 2-3 people on 

the payroll 

- occupational disease should be fully covered 
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a weekl y cash benefit to a disabled worker should 

be at least 2/3 of the weekl y wage and subject to the 

max imum amount set b y the state 

- benefits should be pay able 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 

- medi cal and rehab i litation e xpenses should be 

paid in full without a dollar limit. 

After t he recommendations of the Commission were 

gi ven and federal pressure applied to states to compl y 

with standards, many states rev ised their workers' 

compensation laws and statutes. In January 1976 a 

separ ate Inter-Agency Wor kers• Compensation Task Force 

submitted a report showing need for reform of e xisti ng 

programs to bring about more effec tive management at the 

state level with the federal gov e r nment offering 

techni cal assistance and monitor i ng the progress. 

Both the National Commission and Task Force 

rejected proposals to replace state programs with one 

federal program . 



As of 1986, New Hampshire was the onl y state 

cover ing all occupations and employments according to 

Table 3-1. Forty-two states pay benefits far disabi lity 

at a weekl y rate of 2 /3 of the workers' average weekl y 

wages. Onl y Idaho pays less than 2/3 at this time. 

Alaska , the District of Columbia ! Iowa , and Michigan pay 

80 percent of spendable earnings. Other states may pay 

70-75 percent of the employee ' s earnings. <U.S. Chamber 

of Commerce , 1986 ) 

Certain t ypes of injuries may occur where there is 

diffi culty i n determining if the injury occurred in the 

course of employment. Self-inflicted injuries or 

injuries due t o intax ificatian could be foun d 

non-c ompensable. Heart attacks and mental disorders may 

have to go to litigation to determine whether the 

condition is compensable. Courts have usuall y been 

liberal in awarding compensation to employees. <Corley , 

Reed and Blac k ,1984) 

Another important aspect of workers ' compensation 

is the concept of second-injury funds. These were 

developed to deal wi th problems arising when a 

Pre-ex isting in j ury combines with a latter to produce a 

disabi lity greater than the disability caused by the 

second injury alone. 

blind in one eye. 

For e xample, an employee could be 

An injury to the seeing eye would 

then leave t he employ ee totall y blind. Second-injury 

funds were established to encourage employers to hire 
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the handicapped and to provide equitability for 

allocating costs of compensating employees suffering a 

second injury. The e mo l oyer pays costs related to the 

second injury . Any c ~ 5t incurred beyond treating the 

second injury woul o b e charged to the second-injury 

fund. In the c a se o f the worker with one seei ng eye 

mentioned ear l ier , the employer would pay t h e costs 

allowed for t h e l oss of one eye. The costs for 

rehabili t ation for total blindness would be covered from 

the second-i njury 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 e xpenses, Costs associated with 

medical treatment of in jur y or illness . 

- Total temporar y disab i lity . 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. 

- Permanent total disabilty . Benefits paid t o 

compensate loss of income . An employee is no 

longer able to perform any gainful employment. 

- Partial disabilty . This could be a scheduled 

or "non-scheduled" benef i t . The injuries for 

which scheduled benefits are often granted are 

shown in Table 3-2 . 
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- Survivors death benef i ts . This is money paid 

to a widow a nd c h ildre n to compe nsat e t o loss of 

main wage-earner's income . 

Rehabilitation benefits. The se benefits pay 

for tra i ning for a new Job i f ne e ded . 

Table 3-2. 

I njuries Often Compensated on a Benefit Schedule 

Arm At Shou l der Leg At Hip 

Hand Foot 

Thumb Gre at Toe 

First Finger Other Toes 

Se cond Finger One Eye 

Th i rd Finger Hearing One Ear 

Fourth Finger Hearing Both Ears 

This chapter provided a general o verv iew of 

worke rs' compensation and how the concepts evol ved . The 

specifics of Missouri law will be covered in the nex t 

section of this project . 
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PART II : BACKGROUND AND LITERATURE SEARCH 
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Any employ er dealing with employee injury needs to 

have a basic understanding of the law of the state. A 

business with locations in various states must be 

familiar with the law in e ach state where it e mploys 

people . Because the business in this study solely 

employs in the state of Missouri, that state ' s law is 

the one with which this business must compl y . 

A copy of the Missour i Workers• Compensation Law 

and Reg u lations, September 1984 is the source of the 

information for this chapter . Anyone can obtain a copy 

of the Missouri law from the Division of Wor kmen"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 bec ause the publication of law for that year 

is relati v e to the years th i s study covers. 

Mi ssouri 's Workers" Compensation Law is considered 

a compulsory law. All employers hav ing fi v e or more 

e mployees and not e xempted as speci ficall y defined in 

the law must prov ide workers • compensation for their 

employees . By law the business in thi s study must 

Provi de c ompensation for its employees if they are 

injured in the course of their employ ment . 

An y person who wor ks for this business for 5 1 /2 

consecuti v e wo r k 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, e xpress or implied , oral or written, or 

under any appointment or election, including 

e xecutive offi cers of corporations. Any 

reference to any employee who has been injured 

shall, when the employee is dead, also incl ude 

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 n ot such 

minors are employed in violation 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 "acc ident" as used in th is 

chapter shall, unless a different meaning is 

clearly indicated by the context, be construed 

to mean an unexpected or unforeseen e vent 

happening s uddenly and vi olentl y , with or 
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without human fault and producing at the time 

objective symptoms of an injury . 

3. The terms "injury " and "personal 

injuries" shall mean violence to the physical 

structure of the body and ta the personal 

property which is used to make up the phy sical 

structure of the body, such as artificial 

dentures, artificial limbs, glass eyes, 

eyeglasses~ and other prosthesis which are 

placed in or on the bod y to replace the 

phy sical structure and such disease or 

infection as naturally r esults therefrom . 

These terms shall in no case e xcept 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; e x cept that in cases of 

occupational disease~ the limitation of three 
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hundred weeks shall not be applica ble . 

Other definitions are covered in this part of the 

Missouri law but will be discussed in other parts of 

t his project. 

There is, within the Workers ' Compensation law, a 

section that considers the liability of employer -

l andlords, contractors, and subcontractors . This 

differentiation is pertinent to subsequent 

recommendat ions in this project. 

This business when doing routi ne maintenance such 

as mowing the grounds or cleaning residence halls would 

be liable according to section 287 . 0 40 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 empl oyer 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 b usiness , when hiring a contractor or 

subcontractor for specific pro j ects such as renovating 

or razing a building, would not be liable for the 
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subcontractor ' s employees if they were injured according 

to section 287.040 of the law which reads : 

3. The provisions of this section sh a ll not 

apply to the owner of premises upon which 

improvements are being erecte d, demolished, 

altered or repaired b y an independent 

contractor but such independent contrac tor 

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 

doi ng wor k . 

When reviewing the claims and accidents to 

employees , one must know that Missouri law states that 

employers are liable, irrespect ive of negligence, to 

provi de compensation . The law, section 287.1 20 states: 

1. Ev e ry employer sub j ect to the prov isions 

of this chapter sha ll be liable, irrespective 

of negligence , to furnish compensation under 

the provisions of this chapter for personal 

injury or death of the employee b y accident 

arisi ng out of and in the course of his 

employ ment , and shall be released from all 

other liability ther efor whatsoever , whether 

to the emp loyee or any other per son . The term 



11 accident" as used in this section shall 

include, but not be limited to, injury or 
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death of the employee caused by the unprovoked 

vi olence or assault against the employee by 

any person. 

Revi ewing past work injuries, this business was not 

negligent in most, if any , of the injuries sustained by 

employees but still was liable because of the law . If 

the business had failed to compl y 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 recei v e compensation e ven if injured 

b y a student, v isi tor, or any other person . However , if 

injury was intentionally self-infl icted, the employee 

would not be eligible for benefits, but the burden of 

the proof of intentional self-in j ury would be on the 

employer or person contesting the claim. 

Also, if an employee failed to use a safety device 

Provided b y an employer, or the employee failed to obey 

posted safety rules and was in jured, the compensation 

benefits coud be reduced b y fifteen percent . 

When an employee is injured , the employer 1s to 

Provi de med ical treatment , such as a physician, 

ambulance, surgical or hosp i tal care , and medicine as 

may reasonabl y be required to cure and relieve the 
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effectsof the injury. The employer can also be e xpected 

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: 

9. The employer shall haave the right to 

select the licensed treating physician, 

surgeon or other health care provi der; 

provided, howev e r , that such phy sicians, 

surgeons or other health care providers shall 

o ffer only these services authorized with i n 

the scope of their licenses. 

If the employee wants h is own physician , he may do 

so if the employee pays the e xpense. 

287,140 reads: 

The law, section 

1. If the employee desi res, he shall 

hav e the right to select his own phy sician, 

surgeon, or other requiremen t at his own 

e ;.: pense. 

The choice of phy sician is relevant to this study . 

One insurance company administrating the wor kers • 

compensation insurance for this business began req uiring 

employees to be seen by certain company -selected 

Phy • • sic1ans because it appeared a local physician i n one 



or two cases had made e xcessive charges for the 

conditions treated. 
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If 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 

30 days after the accident according to Missouri law, 

section 287 . 240. This business has a specific form the 

employee 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 disab il ity lasting less than 14 days . Far 

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 pri or to the in jury 

either once per week or once e very two weeks. 

Compensation shall be paid at the rate of 66 2 /3 percent 

of the employee's average earnings. 

Section 287 . 170 of the Worker s" Compensation Law 

ind · icates that an employee shal l not pay more than 400 

weeks of compensation for a temporary total disabili ty 

• nd the amount awarded has max imum limits dependi ng on 



when the injury occurred. Weekl y compensation can be no 

than $40 per week . Section 287 . 180 deals with 1ess 

temporary partial disability and the dates and scales 

a r e the same as defined under the sect i on for total 

disability with the e xception that an employ er cannot 

pay compensati on for temporary par tial disability for 

more than 10 0 weeks. 

For permanent partial disability, a schedule of 

los ses is used . Table 4-1 shows the n umber of weeks 

that compensati on will be awarded for a particular 

injury . The week l y dollar amount awarded is 

proportionate to the dollar amount the employee was 

earning prior to the injury. 
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Tabl e 4-l . 

SCHEDULE OF LOSSES 

Number of 
Weeks 

Loss of 
Loss of 
Loss o f 
Loss of 
Loss of 
Loss of 
Loss of 
Loss of 
Loss of 
Loss of 

arm at shoulder 
ar m b etwee n shoul der and e lb o w 
arm at el bow j oi n t 
a rm between el bow and wrist 
hand at the wrist joint 
thumb at p rox ima l joint 
thumb at distal joint 
i nd e x fing e r a t p roximal j o int 
ind e x finger at second joint 
index finger at di s tal j □ i nt 

Loss of either the middle or ring finger 
a t t he prox imal joint 

Loss of either the middle or r ing finger 
a t the s econd joint 

Loss of either the middle or ring finger 
at the distal joint 

Loss of little finger at pr oximal Joint 
Loss of l ittle fin ger at second Joint 
Loss of little finger at distal joint 
Los s of one l e9 at the hip joint or s o near 

the reto as to preclude the use of artificial 
l imb 

Loss of one leg at or abov e the knee, where the 
stump remains sufficient to permit t h e use of 

232 
222 
2 10 
200 
175 

6 0 
45 
45 
35 
30 

30 

26 
22 
2 0 
16 

207 

a rtificial limb 160 
Loss of o n e leg at or abov e ankle and below knee 

joint 155 
Los s of o ne foot in tarus 150 
Loss o f one foot in metatarus 110 
Loss of great toe of one foot at prox imal Joint 40 
Loss of great toe of one foot at distal Joint 22 
Loss of any other toe at p r oximal J □ int 14 
Loss of any other toe at second joint 10 
Los s of any other toe at distal joint 8 
Compl ete deafness of both e ars 168 
Complete d e afness of one ear , the other being 

normal 44 
Complete loss of the sight of one eye 140 



In all the compensation benefits awarded, the 

monetar y amount granted is not to e xceed 70 p e rcent of 

t h e average weekly wage for the state as determined by 

t he d ivision of employment security. For e x a mple . if 

the a v e rage week l y wage for all full-time employed 

people across the state of Mi ssouri is $ 250, the 

compensation cannot e xceed $175 . 00 per week. If an 
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e mployee earns $350 per week, 2/3 of the wage would be 

t233 . 33 but the employee cannot draw more than $1 75 . 00 

per week in compensation benefits . If a worker earns 

S200 per week, 2/3 of the wage would be $133 . 33 and that 

would be the amount that person would be awarded if 

eligible for workers • compensation . 

A table f or the state average weekl y wage (SAWW ) is 

g ive n in the Missouri Workers ' Compensation Law and 

Regulations ( 1984) . Table 4-3 gi v es the information from 

that table . 

Table 4-3. 

Missouri State Average Weekly Wage 

J uly 1,1980 .. . .. .. . $ 238 . 85 

Jul y 1, 1981 .. ... . . . $260 .99 

Jul y 1.1982 ... .. . . . $284 .23 

July 1,1983 .. ..... . $ 30~ .. 13 

July 1,198 4 ... ... . . $ 3 18. 1 9 



section 287.210 of the Missouri law deals with 

physical e x amination of employees and e xchange of 

medical records . The law states: 
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1. After an employee has received an injury 

he shall from time to time thereafter during 

disability submit to reasonable medical 

e xamination at the request of the employer, 

his insurer, the commi ssion, the division or 

an administrative law jUdge , the time and 

place of which shall be fi xed with due regard 

to the convenience of the employee and his 

physical condition and abilit y to attend. 

The employee may have his own physician 

present, and if the employee refuses to submit 

to the examination, o r in any way obstructs 

it, his right to compensation shall be 

forfeited during such period unless in the 

opinion of the commission the circumstances 

Justif y the refusal or obstruction. 

2 . The commission or the division may 

appoint a duly qualified impartial physician 

to examine the injured employee, and an y 

physician so chosen, if he accepts the 

appointment, shall promptl y make the 

e xamination requested 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 e x amine 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 wor k at Business 

XYZ . 

<2J Busi ness XYZ dces 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 routi n e business conducted at Business 

XYZ . 

<4> An employer has the right to select the 

treating physician for a work-related injur y to an 

employee . 

(5 ) Compensation for injuries are awarded b y 

schedules determined by the Division of Workers' 

Compensation. 
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(6) An in jured employee must notify Business 

XYZ in wr it ing of injury. This is done by filling 

out an accident report . 

(7) Business XYZ must report to state Di vi sion 

of Workers' Compensation any injury requiring more 

than basic first aid . 

There are man y more sections concerning specifics 

of awards , treatments of certain conditions, and death 

benef its 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' 
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The Missouri Workers' Compensation Law and Rules 

and Regulations define the organization of the Di vision 

of wor kers' Compensation. Title 8 - The Rules of 

Practice and Procedure for the Department of Labor and 

Industrial Relations contains two divisions relative to 

workers' compensation . Division 20 defines the 

commission under t he Department of Labor and Industrial 

Relations and Division 50 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 b y a three-man 

commission which transacts business in Jefferson City~ 

Missouri. Whenever the Wor kers' Compensation Law refers 

to the "commission"~ it refers to the aforemen-tioned 

Commission . The Commission is a creature of the 

legislature and its jur isdiction is determined by an act 

of the legi slature . The three people who compose the 

Commission are appointed b y the governor with consent of 

the senate.One member must be licensed to practice law 

in Missouri and shall represent the public. Another 

member on account of his / her previous vocation or 

interests represen ts the employer . The third member on 

account of his / her vocation ~ interests~ or affiliation 
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represents 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 (8 

CSR 20-3 . 01 0 ) of the Rules of Practice and Procedures 

separates the jurisdiction of the division and 

commission in contested cases. The filing of all 

reports of in j uries, claims for compensation, and all 

other documents relative to a workers' compensation 

claim must be filed with the Di v ision of Workers' 

Compensation before the issuance of a final award or 

decision b y an administrative law judge. 

Original hearings on contested cases are heard by 

the admini strati ve law Judge of the division. A 

contested case, for e xample , could be brought to the 

di vision b y an employee who felt he / she was entitled to 

compensation but was denied compensation b y the employer 

or insurance company because the insurer felt the 

illness or inj u r y was not work-related. Heart attac ks 

are a good e xample o f cases that often go to a hearing . 

Business XYZ had an employee s uffer a heart attack in 

1981 that was paid b y workers ' compensation insurance 

but not all hear t a t tacks that might happen on the jOb 

are compensable. In the case o f Wiedmai er v . Robert A. 

~Neil Corp . the plaintiff was denied workers ' 

compensation benefits by the administrative law j udge . 

The Com . . mission affirmed and the Court of Appeals held 
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the medical opinion was speculative and the plaintiff 

nad not sustained his burden of proof. 

If Business XYZ would have a contested claim~ the 

nearing 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 b y 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 

modif y final awards allowing decitn benefits to 

dependents . Appeals are rev iewed b y the Commission. 

Division 50 of the Rules and Regulations is 

specific for the Division of Workers ' Compensation. 

Regulation 8 CSR 50-1.010 states: 

(1) The Workers ' Compensation Division of 

the Department of Labor and Industrial 

Relations administers the Workers• 

Compensation Law , Chapter 287 RSMo (1969)~ to 

insure injured employees recei v e prompt and 

adequate medical treatment, payment of 

benefits for wage loss , compensation for 

permanent disability and phy sical 
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rehabilitation for the severel y injured by 

provi ding assistance to injured workers, to 

include filing of c laims and conducting 

hearings to resol v e disputes between employ e r s 

and emp l oyees relat i ng to workers• 

compensation benefits . 

The pri mary office of the Division of Workers ~ 

Compensat i on in Missouri is located in Jefferson City . 

Branch offices are in Cape Girardeau~ Joplin, Kansas 

city, St . J oseph ~ St. Louis, and Springfield . 

Information concerni ng workers ' compensa tion can be 

obtained at these locations. 

Chapter 2 of the Missouri Regulations for the 

Di vision of Workers' Companstaion CB CSR 5 0 - 2 . 0 10> sets 

the procedure s relating to claims for work-related 

injury . Any injur y requiring medical aid Co the r than 

first - aid only) must be reported to the Division on Form 

1, Report of Injury, b y the employer and / or the insurer . 

In the case of Business XYZ, the reports usuall y are 

filed by the insurance carrier. 

If the employee suffers no compensable disabil i t y , 

Form 1 is all that need be filed as long as the form 

shows the complete cost of med i cal aid. More forms are 

sent to t h e di v i si on if there is temporary or total 

disabilit y . Each type of condition requires specific 

procedures and forms be used . 

l 



If parties fail to agree on compensation, the 

employee or dependents file a Claim for Compensation 

with the Divi sion. A whole continuing process begins 
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with the receipt of a Claim for Compensation at the 

Division. 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 bac k an Answer to Claim for 

Compensation within 15 days. The case is then placed on 

the docket for setting at an earl y date. Extensions on 

time can be obtained b y following proper procedures. 

At the beginning of each hearing the administrative 

law judge determines what facts each party agrees on, 

then confines the e v idence to the contested issues . If 

services of an attorney are found to be necessary, the 

administrati v e law judge shall set a reasonable fee and 

may allow it as a lien on t he compensation found due. 

The di vision must have certain types of employees 

to carry out its work. All salar i es are fixed b y the 

Di v ision and approved by the Labor and Industrial 

Relations Commission. Legal adv isors, legal counsel, 

administrati ve law judges and an admini s trati v e law 

judge in charge are appointed b y the Di visi on . The 

appointees in each classification are to be selected as 

nearl y as practicable in equal numbers from the two 

Political parties recei ving the highest number of votes 

for governor in the last election . 

The Division has a d irector, di v ision counsel, and 



chief administrative law judge located in Jefferson 

City . Each branch off1ce is the post for a chief 

administrative law judge. The number of additional 

admi nistrati ve law judges, counsels, advisors, 
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recorders, and clerical people can vary from branch to 

branch. 

The Division has the power to destroy reports of 

injuries on which no compensation (exclusive of medical 

costs> was due or paid upon the e x piration of five years 

after receipt of the records. The records of 

compensable cases can be destroyed ten years after 

terminati on of compensation . 

To pay for the e x pense of administrating the 

Di vision and maintenance of the second-injury fund, each 

self-insured employer and insurance carrier pays a tax 

on net deposits or net premiums recei ved. Two-tenths of 

the tax collected goes to the maintenance of the 

second-in jury fund. This amount is no longer adequate 

to support the second-injury fund and a new way to 

supplement the fund must be found. William Roussin, 

Jr., administrator of the second-i njury fund in Missouri 

stated in a seminar that legislature must be forthcoming 

to provide monetar y aid to the second-injury fund. 

Rules governinq self-insureds comprise Chapter 3 of 

the Missouri Regulations . Business XYZ cannot 

demonstrate sufficient financial strength and liquidity 

of the business to assure that al l obligations could be 
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promptl y met . Because Business XYZ does not qualif y 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 v isual acuit y , guidelines for hearing loss 1 

and tables used to determine compensation benefits for 

widows and interest rates. Most of these rules are not 

di r ectl y related to the focus of th i s project . 



Chapter Six - Work•r•' Compan••tion Insuranc■ in 
111aaouri 
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Every employer, with some specific exceptions, is 

required to carry insurance on its liability related to 

wor ker injury or illness. The insurance carrier must be 

•uthorized 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 e x empted from carrying insurance 

are: an employ ment that is self-insured, employment of 

four employees or less, farm labor, domestic servants in 

a home, occas1onal 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, 

collected from, or paid by any employee," 

If a company or business carries no workers' 

compensation insurance, its liability for medical 

expenses and compensation to an in jured worker is 

Primary and direct. If an employer is insured, its 

liability is secondary and indirect. and the insurance 

carrier is primarily and directly liable to the injured 

emloyee, 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, 

but the awards are not enforceable against the employer 

unless the insurer defaults. 

Every workers ' compensation insurance policy must 

be in accordance with the provisions of the Missouri 

workers' Compensation Law and must be in a form approved 

by the superintendent of the Di vision of Insurance. 

Every insurance carrier or group of carriers 

authori z ed 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 schedu le rating (or merit 

rating ) for the insurance carriers, or may modif y 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 

rates less then those approved for the group of risks to 

Which they appl y . The insurance carrier can appl y to 

the director of th;Insurance Di vis ion for uniform 

Percentage rates less than the uniform rates as a result 

Of a favorable loss~ e xpense or in vestment e xperi ence. 
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Carrier must be abl e to prove t hat the reduced rates The 

are still adequate for the coverage provided and 

suffi ci e n t to sustain projected losses and e xpenses . 

Within the insurance ind ustry r ating organizat ions 

functi on to determine what an employer's l oss e x perience 

has been and using set f ormulas (discussed in a later 

chapter) , t he rating organization awards a rating to an 

employer to determine what the premium for workers• 

compensation for that company should b e for the coming 

y e ar. These rati ng organi zations must conform to 

Missouri standards and regulat i ons f or their 

authorization to operate in this state. These 

regulations are found i n the Missouri Wor kers' 

Compensation Law, Section 287 .330, 

The rules provide that a rating organization must 

permit any insurer ~ not a member, to be a subscriber to 

its rat ing serv ices . Notice of proposed changes must be 

given to subscribers and each rating organizat ion must 

fur nish i ts rating services without discrimination to 

its members and subscribers . 

Groups engagi ng in joint underwriting and joint 

rei ns urance are subj e ct to the regulations regarding 

insur e rs and rating organizations also . Business XYZ is 

in a pool of reinsurers that spread the risk 

insurers. Section 287 . 330 states : 

10. Agree ments may be made among insurers 
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with respect to the equi tab le apportionment 

among them of insurance which may be afforded 

appli c ants who are in good faith entitled to 

but who are unable to procure workers' 

compensation and employers' liabilit y through 

ordinary methods and such insurers may agree 

among themselves on the use of reasonable rate 

modif icat ions for s uch insurance, such 

agreements and rate modifi cations to be 

sub j ect to the approval of t he superintendent . 

This al lows a busi ness to obtain workers" 

c ompensation insurance for its employees when it has a 

poor loss e x perience due to e x tenuating circumstances 

and could not obtain insurance through other channels . 

Since the law allows the superintendent of the 

Division of Insurance access to t h e books, records~ 

documents and accounts of rating organizations, the 

rating organizations can be audited for t he sake of 

promoting fair business practice . The law also states 

that the superintendent make an e xamination of each 

rating organization licensed b y the state at least once 

every f ive years . 

An adv antage of an object ive regulator y agency over 

rating organizat i ons to the employer is tha t the state 

can establish a fair and reasonable scale for premi u ms . 

w· 1thout the regulatory agency~ premi um costs could be 



excessive for what is really needed to cover pro jected 

compensation costs. Also no one insurance company or 

employer can influence a rating organization to gi v e 

individual interests a better rating schedule or 

premium . 
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Ch•pter Seven - Experi•nc• R•tin; 

Experience rating is an insurance process that uses 

an insured 's past insurance e xperience to forecast 

f ut ure losses . Experience rating in Missouri is done by 

the rating organization discussed in Chapter Si x. I t is 

a method that tailors the c ost of insurance to match the 

characteristics of the employ e r . 

How an employer is rated through an e xperience 

rati ng plan directl y affects the cost of t he premiums 

that employer will pay for his wor kers ' compensation 

insurance. By looki ng at past claims and losses and 

calculating a premium partiall y dependent on past 

e xperi ence, e xperience rating e ncourages employers to 

implement programs designed to cut down on the number of 

injuries sustained i n their workplaces . 

Experience rating is designed to measu re departure 

from an average . A particular t y pe of business with a 

certain n u mber of employees can be e x pected to have a 

Projected number of in jur ies . Variations below the 

e xpected average can mean reduced premiums to an 

employer; variati ons in e xcess of the e xpected amount 

means higher premium costs to the empl oyer . 

Manual rating, as used for compensation insurance, 

groups all insureds according to their business 

operation or classification; the losses of the group are 

&dded together and an a verage cost obtained. The manL1al 



method lumps employers into a classification and 

premiums are charged according to the a v erage. 

54 

I nsurance carriers~ if only manual rating was used for 

calculating premiums~ would be e x pected to seek out the 

"less ris!r. y" insureds within the classification and 

possibl y leave the "more risky" insureds unable to bL.1 y 

coverage because their losses could e x ceed the premium 

charged based on the average for the group. 

"Experience rating takes average loss e x perience 

<manual rates ) and modifies it b y the indi v idual's own 

loss ex perience" is an e >: planation given b y the 

National Council on Compensation Insurance ( ABC ' s of 

Experience Rating,1981 ) . The individual employer ' s loss 

experience is determined o ver a peri o d of time, usuall y 

three years. If the employ ing business has less than 

expected costs , it is awarded a comp a r able credit on its 

premium; if the costs are greater then average~ the 

experience would hav e a debit rating and higher premium 

costs. 

Two primary benefits of e x perience rating are that 

it tailors the net premium cost to the indi v idual 

insured and it prov ides an incenti v e f o r loss 

Prevention . These two points a r e the reason Business 

XYZ began investigating ways to reduce its workers ' 

compensation costs. It wanted to reduce injuries to 

br · lng about lower premium costs. 

To tailor the e x perience rating to an indi v idual 
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employer, certain characteristics of an e xperience 

rating plan must be mentioned. An important fact is 

that e xperience rating gives greater weight to accident 

frequenc y than accident severity. Even though accident 

frequency carries greater weight, accident severity is 

considered. Ex perience rating recognizes both accident 

frequenc y and severity b y a method known as "split 

rating". In split rating, injury cost is split at a 

gi ven dollar amount. Part of the cost incurred is the 

primary value and the remainder is considered excess --

thus the term "split" is Ltsed. For e xample, the first 

s2. ooo paid by insurance on a claim can be considered 

the primary value. The primary value amount is constant 

fo~ ~11 claims ~eviewed during the year . An y dollar 

amount beyond the primary value is considered the 

e xcess. 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 

exceed the primary value, the amount of e xcess used in 

calculating the rating is determined b y the number of 

employees employed by the company. Small employers may 

not have any of the e xcess amount used in their rating 

While an emp loyer o f large numbers of people would hav e 

all the e xcess applied in its rating . 

According to J. Paul Leigh (1985 ) , firms employ ing 

over 2,500 employees are usually the only ones full y 

e xperience-rated based on their own injury and illness 
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rates. 

manual 

Firms smaller than 2,500 employees used combined 

(based on similar firms> and experience <own 

firm's history> rating. 

The National Council on Compensation Insurance 

(l982> has filed a program to update the determination 

of when a company becomes eligible for e x perience 

rating. Under this program, to qualify for e x perience 

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 e xposures; or (2) 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 Compensat ion 

Insurance (NCC! ) states that a $2,500 premium would 

correspond to approximately eight employees . What it 

didn ' t state was to what classification risk that 

premi um would appl y . Business XYZ has 56 full-time 

faculty members and approx imatel y 85 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 NCC! . For 140 employees, 

a company could pay $43,750 if premiums were paid b y the 

above rate. 

The reason for t he variance due to employer size is 

statistical. It is easier to predict losses for a large 
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volume of employees . A small employer may go years 

without a claim and then have a claim costing far more 

than the premium paid. Experience rating takes this 

i nto account by figuring expected losses . 

How the e x perience 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 e x perience rating . The 

dollar cost of all claims over $2,000 is split 

between primary and e xcess cost and limited to 

a max imu m primary value of $10,000. 

none of the e xcess portion of the individual 

clai m cost is included in the rating of an 

employer having less than $25,000 in e x pected 

losses . As an e xample, let's look at an 

employ er with a manual premium size of 

$50 , 000 . One i n jury costing $30,000 results 

1n a primary cost of $7,895, and an e xcess 

One injury of $2,000 results 

in a primary cost of $ 2 ,000 and an e xcess 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 is 
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$7.895 . 

For employers of equal size, the actual 

primary costs receive more weight than the 

excess cost. Hence the index for the 15 

injury employer will be greater than for the 1 

injury emp loyer. 

Experience rating is a mandatory plan that applies 

to all insureds that qualify for e xperience rating . 

Experience rating is a standard of measure which can be 

used by all . 

An employer usually must hav e been in business for 

at least two consecuti v e years to be e x perience rated. 

Rating is based on the past loss experience for the last 

three completed policy periods. Because modifications 

are calculated during the term of the current policy , 

the e xperience period begins one year prior to the 

modi fication effecti v e date and extends backward in time 

for three years prior to that date , 

For e xample, if Business XYZ's policy renews June 

30, 1985, t he injury e x perience for June 30, 1981 

through June 30, 1984 would be used in the formula to 

calculate the net premium for the polic y renewed on June 

30, 1985. 

Two statistical laws are used in preparing the 

formula used in e x perience rating . They are: 

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



•ctual record . In other words. the more employees an 

employer has, the more accurate the e xperience. 

2 . > The cost of injury varies over a large r ange 
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•nd is less predictable than the fact that the injury 

occurred. It ' s easier to predict an accident will happen 

than it is to predict what it will cost. 

Exhibits A~B,C,D and E are a series of pages 

explaining how e xperience rating is done on a 

step-by-step basis. The e xhibits and pages of 

e xplanation are published b y the National Council on 

Compensation Insurance (1981 ) . 



Experience Rating Example 
Introduction 
In the example that foUows, we will be calculating the 
ecperienre rating factor for the ABC Corporation's 
policy which becomes effective 7-1-81. As such, we 
will use in our calculation the e>.-perience for ABC 
under the three policies which were effective 7-1-77, 
7-1-78 and 7-1-79. 

The payroll and claim information which is used in 
ecperience rating comes from unit statistical reports. 
tnswanc:e carriers are required to file a unit report 
with the National Council on Compensation Inswance 
for each policy they issue. The format for reporting is 
on file \\ith the regulatory authorities in each state. As 
many as four subsequent annual reports are required 
if any changes in exposure or claims take place after 
the initial report. We will begin our discussion of the 
eq,enence rating process by taking a doser look at the 
unit statistical report and the information contained 
thereon. 
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Unit Statistical Report 
Exhibit A shows a unit statistical report for the ABC 
Corporation. A description of each item foUows: 

1 The name of the /nsumi employer. 

2 The Stntr in which the insured conducts its 
business. 

3 Effcctit.Y Date and Expirntio11 Date of the policy being 
reported on. 

4 Risk Identification Numl-cr-each employer is issued 
a unique nwnber by the rate service organization 
so that the employers past experience can be 
isolated. 

5 The Class Code descnbes 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 
operations. Fbyro/1 is used as the exposure base in 
Workers' Compensation and the terms are often 
used interchangeably. 

7 The !vfnnual Rote is the cost of insurance per S100 of 
payroll (exposure) before the application of 
experience rating. 

8 The Premium (Manual Premiwn) 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 
Premiwn = 38,683.79 X 3.56 = 137,714 

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

10 The Accident Dair is the date on ,vhich the injury 
ocrurred. It is shown for each claim over S2,CXXJ. 
For claims under $2,CXXJ the 1111111/~ of claims is 
shown in this column for each d ass code. 

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

12 In this column the "O" indicates the daim is still 
0,.ll'1t. The "F" indicates a final payment has been 
made and the claim is CI051.,1. 

Nation 1 C . Exape .ounc1l o~ Com~eusation Insurance . 
_ r 1. e n c e. R a t 1 n g , l. Y ts l 

ABC's of 
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Experience Rating 
Payroll and Loss Data 
The first step in the experience rating process is the 
transfer of payroll and loss infonnation from the unit 
statistical reports to the experience rating fonn. Exhibit 
B shows the experience rating fom1 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 s tate 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 
effC'Ctive 7-1-81 (13) . 

The payroll and loss infonnation is shown separately 
for each of the three policies under review. On the left 
hand side, we have the payroll (exposure) (6) for each 
classification 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 
daim number for losses over $2,<XX) (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 fonn, the 
indemnity and medical amounts are combined since 
we are only concerned with the total amount of the 
claim. fur example, claim number 79-<XXJJ at (9) on 
the unit report has an indemnity cost of 50,CXXJ and 
medical of 12,500 (11) for a total of 62,500 as is shown 
at (14) on the experience rating fonn. Oaim number 
80-CXm 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,CXXJ 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 Wlder $2,<XX) for the year. 

Nationa l Co uncil o n Compen sa t ion I n s ura n ce . ABC ' s 
o f Experien c e Rat i ng, 198 1 p. 8 

8 
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WORKERS' COMPENSATION EXPERIENCE RATING Exhibit B 
• 1 4 AISl(IOENlHO 99-1234567 ErFECTIVEO,m 07/01/8113 

OF 
ABC CORPORATION $TATE ANY2 

1 _, .... J • 
PAYROU6 CODE. I 

CARRI R 999 ~9 POLICY NO. 

3507 2,807,260 
7380 93,870 
8742 127,430 
8810 425,480 

POLIC -TOTA 3,454,040 

CARRI R 995 ~9 POLICY NO. 

3507 3,232 , 201 
7380 102,618 
8742 135,368 
8810 462,375 

POLIC If-TOTA .. 3,932,562 

CARRI R 999 S9 POLICY NO. 

3507 3,868,379 
7380 107,322 
8742 132,507 
8810 502,408 

POLIC ~- TOTA .. 4,610,616 

IA) 1B) (.l{UlC. t {O l.1.C.LiS 10-l 

• 10111 by Pohcy Vear ol a ll UISU S2.000 o• , ... 

# LnT11ted loss 

PAGE NUM8Ell ► 

DATE ► 

EA 1 1801 l'lEV 9 eo 

~ 

77 77 77 

( SUBJECT 

78 78 78 

( SUBJECT 

79 79 79 

( SUBJECT 

101 

ACTUAL ► 

EXPECTED ► 

' 1 
CLAIMi, 

~ J 
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e,c~rience Rating Primary 
and excess Actual Losses 
As mentioned in th~ text, an important_«:>n~ider.1tion 
. experience rating 1s the frequency of m1uncs or, 
:.ea another way, _how often injL_nies oc°:'r·. A~othcr 
cx,rnpanent is seventy or, how senous the m1unes are. 
11lf severity has little or no significance for small 
ernptoy~ but gains in importance as the size of the 
emp&oyei: increases. Our next step, then, is to separate 
the acfual tosses into primary and excess components. 

The actual Primary Losses arc shown at (17) un 
f.,dubit C. for losses under $2,CXXJ, the whole .imount 
is taken as the primary value. Recalling that the (,.) 
indicates the total of all losses under $2,lXXl, you will 
notice that the actual and primary Yalues are the same. 
Fu )osscS over $2,CXXJ, the primary value can be 
k,ol.ed up in a table or calculated from a fonnula. The 
maximum primary value is $10,CXXJ. In th.is example, 
we have total actual losses of 142,338 (18) and prim,uy 
losses of 63,548 (19). By subtracting the primary from 
the total losses, we obtain excess losses of 78,790 (20). 

for those who are inclined towards doing a little 
math, 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 Joss on the 
page (20,<XXl) in ow example. 

8"p 1 - Add the actual loss to 8,CXXJ. 20,CXXJ + 
8,CXXJ = 28,CXXJ 

Slap 2 - Divide the actual loss by the answer in 
Step 1. 
20,(XX) + 28,CXXJ = .7143 

Slep 3 - Multiply the answer in Step 2 by 10,CXXJ • 
. 7143 X 10,CXXJ = 7,143 
The constant 8,<XXl is a part of the fonnula 
and is used to add stability. 
This procedure is used on every injury. 
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WORKERS' COMPENSATION EXPERIENCE RATING 
Exhibit C 
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Experience Rating 
Expected Losses 
NoW that we have our actual primary and excess 
kJSSeS we need to obtain the expected losses for the 
~- The actual losses will be compared with the 
ecpected tosses to determine whether a credit 
(cfeaeaSt?) or debit (increase) modification is in order. 

11te ELR (21) is the Expected Loss Rate. It is the 
111101,mt of expected losses for the classification for 
~ $100 of payroll. Therefore, to obtain the expected 
k,sses, we multiply the ELR times the payroll divided 
by 5100. Taking the first line on Exhibit Das an 
example, we have an ELR of 1.48 and payroll of 
'l,WJ},'1HJ. Then, the payroll divided by $100 is 
28,1172.6 and: 28,072.6 x 1.48 = 41,547. 

The 41,547 is entered in the Expected Losses column 
(23). The total for expected losses are shown at the 
bottom of the column (25). The 0-Ratio (22) 
aepresents that portion of the expected losses which 
aie expected primary losses (24). We simply multiply 
lhe expected losses times the 0-Ratio to get the 
apected primary losses. For example: 41,547 x .55 = 
22,851. Th@ total for expected primary losses is shown 
• the bottom of the column (26). The expected excess 
mes (27) are then obtained by subtracting from 
the total expected losses (25) the expected primary 
bses(26). 
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Exhibit 0 
WORKERS' COMPENSATION EXPERIENCE RATING 
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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. 

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 20,0CXJ to the expected excess and muJtiplying 
by (1-W). 

The Ratable excess is obtained by muJtiplying 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. 

1his . 90 is applied to the employer's manual premiwn 
at the rene\t\lal, effective 7-1-81. 
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WORKERS' COMPENSATION EXPERIENCE RATING 
Exhibit E 
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PART III : RESEARCH 
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Chapt er Ei ; h t - Plann i n; th• Re search 

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 wor kers' compensation insurance 

and the hope is that some way can be found to reduce the 

cost . 

Fred N. Kerlinger (1986} studied research and the 

foundations of behavi oral research. This project cannot 

be done in an e x perimental way , so Kerlinger ' s definition 

of nonexperimental research applies to the way this study 

must be conducted . He says: 

Nonex perimental research is s ystemic 

empirical inquiry in wh ich the scientist does 

not have direct control of independent 

variables because their manifestations have 

already occurred or because they are inherentl y 

not manipulable . Inferences about relations 

a mong variables are made~ without direct 

intervention, from concomitant variation of 

independent and dependent variables . (348) 

The study can only research the data a vai l able for 

Busine ss XYZ at this time with conclusions d rawn from the 

var i abl e s and r e lations as they e x ist . Suggestions for 
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controlling the escalating cost of wor kers ' compensation 

can be made but onl y a long-term study can determi ne the 

effecti vene ss of these suggestions for Business XYZ . 

Besides studying Business XYZ' s data. other 

companies can be studied to see whi ch ones have begun 

programs to reduce illness and injury i n the wor kp l a ce. 

Looking at the e x perience of oth e r companies can lead to 

plans which could a ssist Business XYZ in solving i ts 

problems with costl y wor ke rs' compensation insurance 

premi ums. Investigating what other studies have 

concl uded can be an asset to thi s study. 

Chelius in 1979 published a study where he found 

inexperienced workers suffered a di sproportionatel y 

higher r a te of injury. Does Business XYZ hav e a high 

t urnover in personnel and are the personnel e xperi enced 

with the tas k they are assigned to do? Is data available 

at Business XYZ to study if length of employ ment is a 

fac tor in worker injur y? 

Bl u e collar workers suffer 4-5 times as many 

accidents as white collar wor kers according to Root and 

Sebastian ( 19 81 ) . Are t he blue collar wor kers at 

Busi ness XYZ more prone to injury than the white c ol l ar 

workers? Does th is same rate of injur y h o ld true for 

&usiness XYZ ? Should safety programs be geared to those 

workers? 

Richard B. Victor (1982) studied California wor kers' 

compensation claims a nd concluded that 24 percent of 
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wor kers' compensation claims for a typical firm in 

California are due to bac k injur y . Richard Chapel (1987) 

published a n article stating that over one million people 

in the United States are disabled b y back injury and the 

compensation costs related to these injuries are si x 

bi ll ion dollars annuall y . Stover Snook, an official at 

Liberty Mutual Insurance Company, was quoted in Chapel's 

article as say ing his company '' pays out one million 

dollars per wor k ing day on back pain claims. '' Other 

relevant statistics given by Chapel are that the rate of 

disabl ing bac k pain has grown 14 times faster than the 

population and that o nce a person has had a low bac k pain 

incident, he / she is four times more likely to have 

recurr~nces. 

Chapel also includes a study done by the University 

of Vermont t hat identified t he following 3 factors as 

causing back problems in the workplace: 

heavy lifting 

poor working p o sture 

inadequate seating. 

Vibration can also cause physical damage to the spine . 

The vibration resulting from a person riding on a tractor 

or other vehicle c an lead to musc le fatigue . If a person 

tries to lift after being subjected to repeated 

Vibrations, the muscles are weakened and back strain can 

resul t. After revi ewing the e x perienc e of some other 

studies, a review of bac k injuries at Business XYZ can 
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tell if back problems are significant in raising workers•· 

compensation 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 i nsL1rance for on-the- job 

injuries to workers are fueling a drive b y employers to 

revamp the system. " (80) English quotes John Antonakes, 

vice president and manager of workers' compensation 

claims for Liberty Mutual Insurance of Boston, saying 

premium costs have quintupled in the past decade . 

Business XYZ's premium costs (see Table 1-1, page 3) 

increased more than 8 times in the past decade . Of 

course e xactl y whi Gh 10 years Antonakes is using to make 

his statement is not mentioned . The article was 

published in 1984. Business XYZ' s premiums e x perienced a 

tremendous jump in 1984 and 1985 . If Antonakes's figures 

did not include those years, the increases e xperienced b y 

other firms could also be more than quintupled when 

taking 1984 and 1985 into account . 

Busi ness Week , in an editorial "The Corporate R:< for 

Medical Costs" ( 1984 ) , wrote about nine major 

corporations in the Cleveland area doing a study to 

determine which hospitals were most cost-efficient to 

use. Companies and insurers are seeking more information 

about local health care providers and comparing charges 

made b y these prov iders . 
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Another factor relevant to controlling costs 

ac cording to the Business Wee k article was detecting 

fraud. The Employee Benefit Research Institute r eports 

t hat 10-15 percent of dollars spent b y companies on 

he a l th care may actual l y be p aid on fraudu l ent c l aims . 

Insurers are becoming more aggressive in detecting fraud 

and the resu lts are encouraging. Aetna Life & Casualty 

caught $1 . 1 million dollars in fraudulent claims . The 

company brought 98 cases to court which resu lted in 98 

c onv ictions . Blue Cross- Blue Shield won all 86 cases of 

the 86 cases that compan y pro secuted and brought to 

completion. 

Does Business XYZ have any questionable claims 

against worke~~ • compensation that might be fraudulent ? 

Have the most cost-effecti ve way s to treat in juries been 

investigated? 

In stu d y ing the problem a s it e x ists at Busines s 

XYZ, there a r e many a venues to inv estigate to determine 

why the costs are escal a ting . Data needs to be obtained 

in the following areas : t ypes of in j uries, groups of 

employees suffer i ng the most injuries, safety programs, 

where are employees treated for injury and at what cost, 

a ttitudes toward on-the- Job injury on both superv i sor y 

and emp l o yee levels, and s ystems to detect fraud. 

The nex t chapter records the data found for the 

areas identified for inv estigation . 



Chapter Nine - Oat• for Business XYZ 

To obtain data, the workers ' compensation records 

and accident reports for Business XYZ were researched. 

Some of the c ompany records on types of injuries 

were a vailable. Other records regarding insurance 

settlement s for the years 1980-1982 were unavailable 

because the data had not been retained when an old 

administ r ator was as ked to leave in 1982 . 
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Two major contri buting factors to workers ' 

compensat i on costs are incidence rates of in j ury and the 

cost of treating injury . Within this chapter, the data 

will be a nal yzed in these primar y areas . 

Incidence o f In;ury . 

Loo ki ng at the data available can give statistics on 

how man y a c cidents occu r and general a r eas of the body 

most affected. 

investigated. 

Causes of the injuries can be 

What parts or areas of the body are the most likel y 

to be i nj ured at Business XYZ? The body areas will be 

classi f i ed according to the follow i ng are as : arms, bac k , 

eyes , feet & ankles, hands (includes fingers and wr ists>, 

head, legs, nec k , s k in , hea rt attacks/heart stress , 

insect stings/ bites, others . 

occurrences. 

Table 9-1 li sts the 
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Table 9-1 . 

Reported In j uries Classified By Part of Body Affected 

80 81 82 83 84 85 86 Total 

Arms 2 3 1 2 2 10 

Bac k ' -· ..,.. _ ... 7 7 7 4 1 32 

Eye s 5 '"' ..:;. 4 1 3 2 17 

Feet P.-< Ankles 2 8 4 4 2 4 ' -· 27 

Hands , Fingers 12 1 1 8 5 9 6 1 52 

Head 4 1 2 1 1 9 

Legs < -· 6 2 1 4 16 

Skin c-
..J 1 2 2 1 12 

Neck 2 1 < ·-· 

Hear-t Attack/Stress 1 1 2 

Insect Stings/Bites 1 1 1 1 4 

Other 1 5 1 2 9 

-- -- -- - - -- -- -- ---
Totals 38 34 33 24 29 27 6 193 
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Looking at the injuries reported at Busine ss XYZ, 

injuries to hands, wrists, and fingers are most prevalent 

followed by back injuries. The hand injuries involved 

many cuts or injuries due to smashing fingers by hitting 

t hem with objects or smashing the hand in a door . The 

hand injuries happene d to housekeepers, maintenance men . 

food preparers, biology assistants, and security people . 

Back strain or pain due to lifting or overexertion 

was the nex t 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 nex t 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 hav e no elevators and spr ains 

often occur when people are hurry ing up and down stairs 

and miss a step . 

Eye injuries rank nex t 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 b u t an insuranc e rating adjuster would 

consider the possibility that such an injury could 

happen. Whether employees were wearing safety glasses is 

important . From the description of the injuries and how 

they occurred, it is reasonable to assume most of the 

Objects entering the eye could hav e been prevented b y 

wearing safety goggles. In 1983 . there was onl y one e y e 



79 

According to Wayne Daugherty, former director of 

safety at Business XYZ, safety programs were implemented 

that year. A personal interview with the employee who 

suffered the eye injury revealed that he was n o t wearing 

safety goggles even though he had been instructed to use 

them while mow ing . 

The leg injuries were varied. Broken 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 a n employee misusing equipment in some way . 

The injuries to the skin resulted from poison i vy or 

reactions to chemicals in cleaning agents . 

Some of the inj uries included in the "other" 

category were a hernia , b u rns to the body, smoke 

inhal ation, 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 a c counted for injury and 

loss of time . 

Besides the incidence of in j ury, the disabilit y 

resu lting from injury is significant in adding to the 

cost of wor kers'compensation . If an employee cannot 

wor k, compensation for the loss of income is awarded to 

the e mployee . Some data on the amount of days away from 

the job is a vailable. Table 9-2 shows the amoun t of day s 



1ost from work by injury cate ories . 

Days Lost b y Injury Cate gory 

For Business XYZ 

8 0 

81 82 83 84 85 86 Total 
8 0 

9 
9 

Arms 

Bac k 
14 4 28 .:::, 7 53 10 9 

Eyes 
2 1 

3 

Feet & An~des 16 9 7 2 25 5 64 

Hands, Fingers 12 5 2 8 8 35 

Head 2 7 
"::' 12 -· 

Legs 2 32+ 5 13 52+ 

Skin 

Nec k 

Heart Attack/Stress + 7 
7+ 

9 9 

Insect Sti ngs/ Bites 

39 2 0 59 
Other 

-- == -- -- -- -- -- ---

Totals 32 57+ 46 59 49 108 8 359 

The (+ ) indicates the e >: act nL1mber of days lost from war~{ 

is unY.nown. The amount is greater than the number shown . 
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For Business XYZ , the number of d ays spent away from 

work resultant from injury are greatest d u e to back 

prob lems . Almost 30 percent of the time lost from work 

was due to bac k injuries. 

Loss of the use of legs also kept e mployees away 

from work . Feet and an kle injuries were the third most 

d isabling injury. 

While injuries to the hands and fing e rs were most 

common. the injuries usuall y were minor and did not 

require much time a way from work . 

Several years of data on t otal n umber o f days lost 

from wor k per year were located . The data is presented 

1n Table 9-3 on the following page. A ( + } following a 

number in the table indicates thatmore days were lost but 

the e xact amount of days was unavailable . 



Annual Lost Work Days D_ue to Work-related Injur y 

For Business XYZ 

Year Accidents Reported Days Lost 

197 2 10 26 

1973 8 18 

197 4 8 57 

1975 2 0 

197 6 6 121 

1977 
.,..., 13 + 
-" 

197 8 37 177 

1979 21 23 

1980 3 8 
- -, .::., ... 

1981 3 4 57+ 

19 8 2 33 46 

1983 24 5 9 

1984 29 49 

1985 2 7 10 8 

1986 7 8 

8 2 
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rreatment of In;uries. 

Another aspect in the control of wor kers ' 

compensation costs is the method chosen for treatment of 

injuries. Li ke the corporations in Cleveland that were 

studying the cost-efficiency of hospitals in the area, it 

behoove s a business to chec k the charges made for care 

given to employees. Wh at types of claims are the most 

costl y in terms of medical care? Looking at the loss 

record received from the insurance carriers reveals some 

costly claims. Onl y records for the years 1982 through 

1985 were available. 

next two pages . 

See Table 9-4 which follows on the 



Table 9-4 . 

Loss Repor t For Business XYZ 

YEAR CLAIM DESCRIPTION 

1982 

1983 

1984 

1985 

82A 
82B 
82C 
82D 
82E 
82F 

83A 
8 3 B 
83C 
83D 
83E 

84A 
848 
84C 
84D 
84E 
84F 
84G 
84H 
841 
84J 
84f( 
84L 
84M 
84N 
840 
84P 

85A 
858 
85C 
85D 
85E 
85F 
85G 
85H 
851 
85J 
85K 
85L 
85M 

Stepped on nail 
Fell down stairs 
Slipped on wet floor 
Fell on wet steps 
Slipped 
Hit leg with chain saw 

Back strain : heavy lifting 
Fell down steps 
Nai 1 in bac~( 
Dust in e ves 
Lower back; heavy lifting 

Glass in e ye 
Cut finger 
Cut hand 
Foot; d ropped pipe 
Reaction to cleaner 
Burn to upper torso 
Burns; coffee spilled 
Muscle strain; lif ting 
Finger 
Cut arm 
Tripped over box . bruise 
Thumb 
Broken toe 
Sliced finger nail 
Fell on icy steps 
Twisted back 

Cut hand 
Slipped on snowy steps 
Dizzy spell 
Auto acc.; cuts & bruises 
Auto acc . ; bruises 
Metal in e yes ; welding 
Slipped:twisted knee 
Fell from chair 
c~.1t finger 
CL1t finger 
Poss . heat stroke 
Hit ankle on door 
Finger 

AMOUNT 

$ . 00 
3288 . 60 
1692. 2 0 

128. 65 
152 1. 37 

. 00 
272 . 0 0 

71 . 55 
45 . 00 

207.13 

.oo 
167 . 25 
238 . 5 0 
398. 51 

88 . 65 
187 . 00 
641. 26 

1074 . 50 
585.00 

2 3 . 00 
133. 00 
197.80 
174.54 

. 00 
384. 5 0 
432 . 77 

163 . 70 
1885. 71 

. 0 0 
190. 30 
20 . 00 

? 
? 

. oo 
279 . 95 
277 . 28 

37 .50 
959 . 53 
245. 00 

84 

STATUS 

C 
C 
C 

Open 
C 
C 

C 
C 
C 
C 
C 

C 
C 
C 
C 
C 
C 
C 
C 
C 
C 
C 
C 
C 
C 
C 
C 

C 
Open 

C 
C 
C 

Open 
Open 

C 
C 
C 
C 
C 
C 



Table 9-4. (cont. > 

YEAR CLAIM DESCRIF'TION AMOUNT STATUS 

85N Acid burns to hands 156. 37 C 

850 Insect bite 1316. 16 C 

85P Fell d own stairs 585. 0 0 C 

85Q Walking ; sprained foot 148. 00 C 

85R Fell down steps 298 . 2 4 C 

85S Slipped on steps 292 .44 C 

85T Tripped over door mat 150 . 9 2 C 

85U Fell against pipe 1424.45 C 

8 5V Electrical shock 15 2 . 65 C 

85W Back ~ neck; cleaning ? Open 

85X Auto ace . ; wrist 205 . 2 4 C 

85Y Slipped on wet floor ? Open 

852 Scratched arm 6 . 75 C 

85AA Hip in J1.1r y ? Open 

85B8 Fell from chair ? Open 

85CC Paper cut to e ye 
? Open 
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Reviewing the 1982-1985 claims shows the following: 

1982. No record was available to see how Claim 82B was 

treated . The injury to the claimant was a bruised elbow 

and a gash in the s kull . Based on this writer 's 

experience as a registered nurse and health 

admini strator, one could e x pect a physician to admit the 

employee to the hospital for evaluation o f the head 

injury . Emergency Room (ER) services. diagnostic X-rays, 

possible hospitalization for the head in jury and 

follow-up could easily add up to $3288.60 . 

Claim 82C states the injury was a bruised right and 

left arm. Without a medical record a v ailable. it is 

difficult to see how bruises cost Sl,692.20 . 

Claim 82F indicates the leg was cut b y t he chain 

saw. $1,521.37 seems reasonable for surgical repair of 

the cut, X-rays, and follow-up . 

The most e x pensive claim in 1982 was claim 82G. 

Records i ndicate a back strain was treated b y a 

chiropractic physician for S4.526 . 80 . 

1983 . Few claims were paid b y insurance in this year . 

1983 was the year safety programs were more e x tensi vely 

utilized than in previous years . Of the 24 injur i e s 

reported, onl y five required more treatment than basic 

first aid. Claim 83A was disallowed b y the wor kers• 

compensation carrier. 

Claim 8 3 E was for back strain . One cannot know the 



e xtent of the injury compared to claim 825 but $207.13 

was the amount charged by a neurosurgeon M.D . to treat 

the back strain in claim 83E. Compare this to the 

s4, 5~6 . 80 charged for a bac k strain in claim 825 . 
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1984 . The number of claims paid b y insurance in 1984 was 

16, quite an increase from 1983 . The safety programs 

stopped in 1984 due to some personnel changes. Onl y one 

cl aim e xceeded $1,000 in cost . Claim 84H was for 

$1~ 074 . 50. It was for a muscle strain from lifting 

treated b y a chiropractic physician . 

The nex t most costly claim was for burns to the body 

from a coffee urn spilling on an employee . $ 6 41.20 

covered the ER treatment as well as the employee 's loss 

of 20 days wor k while recuperating. 

Claim 841 was a smashed finger from a door . Costs 

were $585 . 00 and t he finger was tr e ated in the ER. No 

time was lost from wor k . 

Another empl oyee twisted his back and was treated by 

an M.D . orthopedi c surgeon for $432.77 . 

listed was "strained back" . the same as claim 84H 

mentioned above. 

Two other simi lar cases had different costs . One 

employee dropped a pipe on his foot. He was treated at 

the hospital ER for $ 398. 51 . Another employ ee dropped a 

door on hi s foot and suffered a broken toe . 

treated at MedF1 rst for $1 74.54 . 

He was 
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1985 . Several c a s es were lef t open in 1985. This 

causes a significant amount of money to be left in 

reserv e b y the i nsurance company and can dri v e u p the 

premium cost for insurance. 

Cases paid b y insurance numbered 20 . Eight claims 

stil l remain open . Employees often ref use to settle and 

accept the case as closed because they fear further 

diff iculties resulting from the injury . Claim 85W and 

claim 85Y 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 85B and claim 85U cost 

the most in medical costs and both cases i n vol ved the 

bac k . Cl aims 85B, 85U, and 85Y were bac k i njury cases 

treated by orthopedic surgeons from the same group of 

physicians . 

1986 . The costs paid b y insurance for 1986 were 

unavailable as of this writing . 

The d o llar a mounts paid b y insurance carr i ers to 

medical prov iders and emp l o yees f or wo r kers • compensation 

are shown in Table 9-5. 



Table 9-5 . 

Losses Pai d by Insurance for Business XYZ 

1982 

1983 

1984 

1985 

$11,157 . 62 + 1 open case 

595.68 

4~ 726 . 28 

8 . 795 . 19 + 8 open cases 

89 

These were the a mounts a vailable to the researcher 

when this study began . Amounts paid 1n 1986 for claims 

filed 1n 1985 are not shown 1n the above figures. Some 

1985 c ases were closed in 1986 a nd 1987 . The settlement 

amounts would be calculated in the 1985 losses for the 

purpose of determining new premium rates. 

In ;ur1es by department . 

As mentioned earlier some saf ety programs were 

presented t o the mainte nance department employees in 

1983 . To target what groups need injur y prevention 

programs , 1t can be helpful to know what departments have 

the highest rate of injury . Table 9-6 gives that t ype of 

data for t he years 1979 through 1986. 



Table 9-6 . 

Reported Injuries by Department for Business XYZ 

OEF'ARTMENT 1979 1980 198 1 1982 1983 1984 1985 1986 

Food Serv ice 2 '"':!' 2 6 11 7 ' -· -· 
Maintenance 15 ,.,-=!' .... .., ,..,, ... . _. 25 11 16 15 1 

Secur-ity 2 1 3 < -· ' -· 1 2 

Publications 1 1 2 1 

Business Office 1 1 

Biology 1 2 1 1 

Admissions 1 1 1 

Alumni / Placement 1 

Theatre 1 1 1 

Religion 1 

Switchboard 1 

Post Office 1 

Academic Office 1 2 

Athletics 3 

Li br-ary 1 

Nursing EdL1cati on 1 

Bookstor-e 1 



In doing research of writi ngs and findings about 

worker injury, Chelius (1979) was quoted as finding 

inexperienced wor kers suffered more injury . Were new 

employees more likel y 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 o n how lon g the person had 

worked at Business XYZ for e very injury so a statistical 

study of these numbers cannot be completely accurate. Of 

the 143 cases where information was available, 64 

injuries or 44.8 percent of the injuries occurred to 

people wor king at Business XYZ for less than one y ear . 

Of the peopl e wor king one year or more, 70 injuries 

occurred. 

Further evaluation of these numbers and the data of 

this chapter wi ll be presented in subsequent chapters. 
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Table 9-7 . 

Length of Time Employee Worked at Business XYZ 
Befor-e lnjur-y Occur-r-ed 

1980 
TIME lwk 3wk lmo 2mo 3mo 4mo 5mo 6mo Brno 
#EMPLOYEES 2 1 2 5 2 1 1 2 2 

TIME ly:r 2::z::r 3y:r- 5x:r 9:t_r 

#EMF'LOYEES 2 1 1 1 1 

1981 
TIME 2wk 1mo 2mo 3mo 4mo 5mo 6mo 7mo 9mo 
#EMPLOYEES 2 1 3 3 1 4 2 1 3 

TIME 1 y:r 5yr 6y:r 8:t_r 
#EMF'LOYEES 7 1 2 1 

1982 
TIME 2mo 3mo 7mo 9mo 10mo 1 lmo 
#EMF'LOYEES 1 1 1 1 "":!' __, 1 

TIME 1 y:r 2yr 4y:r 5yr 6yr 7yr 8yr- 1Bl'.T 
#EMPLOYEES 9 6 2 2 1 1 1 1 

1983 
TIME 3mo 6mo 11mo lyr- 2l:T 3yr 
#EMPLOYEES 2 

...,. 

._;, 2 5 6 4 

1984 
TIME 3da 1mo 2mo 3mo 4mo Brno 9mo 
#EMPLOYEES 1 1 ...,. _, 1 1 3 1 

TIME lyr 3:t_r 4y:r- 6x:r lOy:r 14y:r 1 7y:r- 19yr 
#EMF'LOYEES 1 8 1 1 l 1 1 1 



Ch•pter Ten - Data and Research Supports Hy pothesis 

At the end of August 1985 when administration became 

concerned about the high cost of workers ' comoensation at 

Business XYZ. the Director of Campus Health at Business 

XYZ bec a me active in wor king with department supervisors 

to find ways to reduce in jur ies and cost s . Polici e s 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 alternati ve plan of action 

was put in place for times when t he campus nurse was not 

available . 

be called . 

For life-threatening emergencies , 9 11 was to 

Letters were sent to supervisors with 

directi v es for treatment of wor k injuries . 

I ndividuals coming to the Campus Health Center 

recei ved instruction on safe lifting and wor k habits . 

In March 1986 , a ohvsical t herapist gav e a train ing 

session on prevention of back in jury. Attendance was 

mandator y for all maintenance oersonnel . In Mav 1996, 

the director of the Campus Health Center pres ented a tal k 

to maintenance workers on prevention of heat cramps . heat 

exhaustion ~ and heat stroke. Posters stating the 

symptoms and treatment of the three o verheating 

condit ions were placed where maintenance p e rsonnel could 

see them . 

Maintenance supervisors became active in promoting 
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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 emoloyees . 

Antiseptic cleanser, bandaids and steri le coverings were 

kept in key locations. Special dispensers to disoense 

one bandaid at a time were installed in the food servi ce 

department to prevent the pilferage of bandaids that 

of ten left the old dispensers empty when a bandaid was 

needed for a work-related in j ury . 

A special non-prescription solution to counteract 

the irritants in poison i vy was made a v ailable at the 

maintenance office and employees doing grounds wor k were 

instructed t hat the solution was a v a i lable for use if 

they came in contact with poison ivy . 

Preventati v e tetanus vaccinations were given t o 

empl oyees at the Campus Health Center when needed . 

The emphasis on safety programs and preventat ive 

measures c o inci de with a much lower injury rate in 19 86. 

The other y ear~ 1983 ~ mentioned earlier also was a year 

when special safety measures were stressed. The 

inc i dence of reported in 5uries in 1983 was the second 

lowes t of the years studied . Rev iewi ng Table 9-1 on page 

77 sho ws the rates of incidence and demonstrates the 

years when safety programs were emphasized had lower 

in3ur y rates . 

Onl y 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 program . The data from Table 

9-1 indicates that a single back injury claim i s a 

significant drop from previous years . By studying Table 

9-2 (page BO >, one can see 1986 is the first year that 

days of work were not lost due to back injur y . 

With back in3uries accounting for approx imately 30 

perc ent of the time away from the job due to work-related 

injury. a loss of no day s is a tremendous help in 

reduc ing costs due to absenteeism. Back in juries also 

contribu ted 37 percent to the loss amount paid by 

insurance carriers for Business XYZ . Reducing back 

injuries is signif i cant in reducing costs of workers ' 

compensation . 

Another significant fact is that the program to 

prevent back injury was presented to maintenance 

perso nnel. No maintenance personnel filed a back injury 

claim in 1986. 

Hand 0 finger and wrist injuries . the area of the 

body most likel y to be affected according to Table 9-1 

(page 77) 0 also dropped to one reported injury in 1986. 

At least two injuries to the hand were treated b y basic 

first aid at the Campus Health Center because tetanus 

boosters were available there for prophy lactic treatment. 

These two injuries did not need to be seen b y a physician 

for medical treatment because first aid was a vailable on 

site . Since onl y first a i d was needed. those two 



injuries did not need to be reported to the insurance 

company for claims . 
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The superv isors of maintenance employe es were acti ve 

in promoting safety in 1986 . Onl y one injury claim came 

from the maintenance department in 1986 . That marked the 

first year since 1978 that maintenance did not record the 

highest injury rate at Business XYZ . 

In addition to safety programs, employ ees were 

educated on how to use e x isting cleansing agents and a 

training session for housekeeping personnel was held 

whenever a new cleaning measure or cleansing agent was 

i ntrodLtced. Use of protective glov es was encouraged when 

employ ees handled stronger ~h~mi cals . 

Another significant fact gathered b y look ing at the 

data in Table 9-6 (page 90) is the drop in in j Ltries to 

maintenance people in 1983 . The in jur v rate was over 100 

perc ent lower for maintenance personnel in 1983 compared 

to 1982 . The number of injuries in the maintenance 

department from 1983 to 1986 never did e x ceed the 1982 

level. The safety programs initiated for maintenance 

people in 1983 may hav e had an ongoing effect for the 

department . 

Whether a disproportionate number of injuries 

occurred with new employees at Business XYZ is a factor 

that cannot be determined from the data available . To 

establish the proper proportions, the total number of 

empl ovees wor king for one y ear or more and the total 
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number of n e wl y hired e mployees wor k ing less than a year 

would need to be known for each y e ar studi e d . 

I f five injuries occurred in e mploy e es working for 

less than one y e ar and 10 i n juries occurred in employees 

wor k ing more than one year, one would have to know how 

many people were employed in each grouo to know if the 

injury rate was dispro portionate. Five in j ur i es i n a 

group of 10 new emoloyees would account for 50 percent of 

that group . Ten injuries in a group of 6 0 p e op l e 

employed for more than a year would r epresent only 16 2 / 3 

percent of that group . Ev en if the new group had five 

injuries compared to 10 injuries in the older group, the 

new employees would have a higher rate proportionatel y 

because of their smal l er group size. 

One interesting fact uncovered while looking at 

inj u r y occurrence was that in one y ear one particular 

employee had four accidents resulting in injury . Over a 

three year period, that same employee had seven reports 

of in jury . That emp l oyee no longer works at Business 

XYZ. If he did . special counseling might be indicated to 

see why he was hav ing so many accidents . 

In addition to being able to reduce the number of 

in juries requiring reporti ng . how an in j ury is treated 

has a bearing on cost . 

Rev iewing the data on medi cal costs of treating bac k 

strains shows chiropractic treatment to be more e xoensive 

than treatment b y a neurospecialist or orthooedi c 



specialist . The back c ondi tions treated b y medical 

doctors <M.D.s ) were less costl y than the injuries 

treated by chiropractic physicians . Whether the 

cond i tions treated b y chiropractic physicians were more 

e x tensive is not known but the in jur ies reported in the 

claims were all listed as "back strain". 

Treatment of minor conditions in the hospital 

emergency room (ER ) is also more costly than going to a 

phy s ician directl y . The basi c test for u sing the local 
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hosp i tal ER is $46 . 00 plus $ 3 1 . 00 for e x ami nation b y the 

ER physician. X-ray s and other diagnost ic tests are 

charges in addition to the basic cast of $77 . 00. 

Going to a local clini c under an agreement set up 

through the Campus Health Center and a clinic phv sician 

saves on medical costs. The phy sician charges $36. 00 for 

the ini t ial visit and e xamination - a saving of $41 . 00 

compared to the ER . The physician is a certified and 

li censed surgeon who can order X-ray s and do minor 

surgery such as repairing cuts and lacerations at the 

clinic . X-ray s taken at the c linic are less costl y than 

the same X-ray taken at the hospital . 

If the injury is severe. the emp l o yee i s still taken 

to the hospital emergency room but most in j uries do not 

require ER treatment and can be treated at a doctor's 

off i ce or cl i nic . 

Two comparable cases that reflect the difference in 

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 84D, the employee went to the ER to have treatmen t 

and X-ray s . There were no reported broken bones but the 

cost was $398 . 51. That same year in claim 84M, another 

employ ee dropped a door on his foot. He went to MedFirst 

for treatment and X-ray s . He s uffered a broken toe, and 

the total cost was $174 . 54 . To reall y compare costs, the 

med i cal records could be e xamined to see how many X-rays 

wer e ta ke n and h o w the course of treatmen t may have 

varied . Those record s were unavailable for th i s study . 

Stepping thr ough an ER case h y p o theti call y shows 

where the unecessary costs arise. F ir s t t h e cost o f t h e 

Emergency Room i s $46 . 0 0 . The nex t c ost encountered is 

the cost of the physician e xamination. If t h e pat i ent is 

treated and released, the patient must still b e followed 

b y a doctor other than the emergency room physician . The 

second doctor is an additional cost o ver the cost o f the 

ER v isit and procedures done. That c ost is a voided a t a 

The first e x am usuall y cost s around $36 . 00 to 

$40 . 00 because the bookkeeping process has to be st a rted 

i f the patient has never been seen at that fac ility 

before. 

v i s it. 

The doctor' s e x am is included in that fir st 

Fol l ow up e x ams are usuall y less costl y . In thi s 

writer' s opinion and based on t h e c ost record to date, ER 

care shou ld be used for wor ker in j ury onl y in cases of 

severe trauma and life-threatening conditi ons. If a 

physi ci an ' care is a vailable at a clinic o r o ffice . that 



is the most cost-effective way to treat minor injuries 

that still require medical attention. 
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More aspects of the workers' compensation cost 

picture can be studied if more data were a v ailable . The 

total number of days lost from wor k is an area where more 

study could be done with more information . In 1981 1 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 

that case was also lost or destroyed. Hav ing the e xact 

amount o f day s for those two cases woul d make a more 

in-depth review possible . The day s lost in 1985 will be 

more val id when the final settlements on the two open 

bac k injury cases come in wi th the e xact amount of time 

recorded. 

The d ata that is a vai lable does bear out the 

h ypothesis that ways can be found to reduce wor kers ' 

compensation costs. 

The reduc t i on of in j ur y incidence has a defini te 

bearing on premium cost . Setting up injury prevention 

programs and having supervisor involvement in stressing 

saf e work practices in 1986 appears to have had an impact 

on the 1986 injury incidence . Thi s should affect the 

198 7 and 1988 premiums b y reducing them . 

Doi ng more first aid at the Campus Health Center 
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allows employees to have in juries assessed . As menti on ed 

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 e x pensive medical 

facilities for something onl y requiring first aid 

treatment. This lowers the in c idence of reportabl e 

in jury . 

When med i cal care is need ed . using the most 

cost-effective method of treatment can be done as 

e videnc ed by using a specified cli n i c for minor injuries. 

The physici an being utilized is qualified in diagnosis 

and treatment of man y wor k-related injuries . The 

ph ysician refers t he injured employee to orthoped i c and 

other spec ialists when indicated . Setting WP procedures 

f or obtaining medical care can help reduce cost s for 

treatment of injuries whi l e still insuring care t hat 

treatment is readil y a vailable when needed . 

As anal yzed in the section of th is project about 

e x perience rating for workers• compensation insurance 

(Chapter Seven ) ~ r educing the amount o f accidents has the 

greatest effect on reducing workers ' compensation 

e xpense . 1983 and 1986 demonstrates that the number of 

injuries can be reduced b y making supervisors and 

employees s a f e ty-conscious . 
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PART IV : SUMMARY. CONCLUS IONS , RECOMMENDATIONS 
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Chapter Elev en - Summary 

When the high cost of premi u ms for wor kers ' 

compensation insurance became a concern to the 

administration at Business XYZ, the question of whether 

something could be done about the escalating premi u m was 

asked . Reducing workers• compensation costs for Busines~ 

XYZ req u ired investigation into severa l areas to arrive 

at conclusions and recommendations. 

Gaining a basic knowledge of the wor kers • 

compensation law in Missouri is important . After 

e xamining the l aw ~ it was ascertained that a n insurance 

claim does not need to be made for minor injuries treated 

with first aid even if the fir st aid treatment is done b y 

a physician or nurse . Neither does the state need to be 

notified for basic first a i d cases . Some in j uries in the 

past were not serious and coul d have been treated wi th 

basic first aid . 

Learn ing how the e x perience rating s ystem function~ 

in calculating the ins ur ance premium to b e paid enables 

Business XYZ to see the areas that pushed up its premium 

costs . The number of injur ies h as greater bearing on 

insurance costs that the severity of the in j uries . 

Revi ewing the incident reports and the mandatory Bureau 

of Labor Statistics Logs and Summari es of Occupat iona l 

Injuries and Illnesses for Business XYZ from 1979 through 

1986 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 invol ving 

treatment that required reporting . 

After looking through the records. some avenues for 

action become apparent. The number of injuries has to be 

reduced, competent but cost-effective medical care for 

injuries and illnesses i s needed, and prov isions for 

basic first aid on the jobsite can sav e needless 

reporting and claims . 

In the process of reducing the incidence of 

injuries, investigation of the types of injuri es that 

occur is one step . Hand and finger injuries occur mos t 

frequentl y followed by back i njuries . Preventing hand 

and finger injuries involves maki ng people more 

safety -conscious. The prevalence of bac k 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 bac k injuries at Business XYZ. 

An ongoing attempt to change the attitudes of 

employ ees toward on-the- job injury has become a priority 

of management. Being careful wh i le wor ki ng and doing 

task s safel y is stressed to workers by management and 

Health Center personnel. 

Besides categorizing t ypes of injuries, targeting 

the departments with high injur y 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 rat ing) . Those losses gav e the business an 

e x perience modificat ion value greater than 1 . 0 . That 

value is multipli ed by the manual rating that would 

normally be given to a business. Therefore a value 

greater than 1. 0 causes the insurance premi um to increase 

at a greater than normal rate increase. 

In addi tion to reducing the number of injuries 1 more 

cost-effective ways to treat in juries were found and are 

now a vailable. Missouri law. at this time 1 allows an 

employer to select the physician for treating 

wor k-rel ated injuries. Employees may g o 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 

facilit y at less cost than going to the hospital ER . Of 

course 1 severe or life-threatening injuries are still 

treated at the hospital emergency room. 

The use of the Campus Health Center at Business XYZ 

allows minor injuries to be treated with first aid and 

observ ation. While an accident repor t 1s filled out on 

all injuries, only those requiring more extensive medical 

care are to be reported. 

Prevailing and changing attitudes are one factor in 

worker injuries that this pro j e c t did not study 
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e >: tensi vel y . It is a contributing cause to increased 

costs and claims but to properl y anal yze and document 

attitudes can invol v e a major study in itself. A trend 

obser ved can be mentioned at this poi nt. Bus iness XYZ 

had been sub j ected to mult iple lawsuits starting in 1982 

d u e to some administrative personnel being asked to 

leave . It seemed to have a domino effect. More than 

once~ comments such as "I ' ll just sue 'em , " were 

o verheard b y supervisory personnel. Unnecessary trips 

for medical care may have resulted from fear s of lawsuits 

in case an injury had occurred . Most supervisors and the 

campus nurse were rel uctant to tell an emp loyee t o just 

rest or wait and observe the in j ured part after an 

incident and then be faced wit h a n employee say i ng prooer 

car e was not given at a later d at e . 

To what e x tent attitudes contribute ta the prob lems 

that Business XYZ faces can be a matter o f s upposition 

far this project . As an opinion. one can say attitudes 

played a part in escalating th e reported in juries but the 

concrete data is unavailable to suppor t such a statement. 

The purpose of this pro j ect was to find causes for 

the high cost of work e rs' compensation at Business XY Z 

and to investigate ways to reduc e t hose costs. The 

pro j ect was gen e ral in its a pproach and attempted t o 

present an o verv iew of the workers' compensation 

situati o n as it e x isted at Business XYZ in the y e ars 1980 

to 1985. 
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Time was a limiting factor on the amount o f research 

conducted. More in-depth study cou ld be done on many 

facets mentioned in this project such as reviewing 

medical records in special cases or establishing 

completely accurate stat istics on the amount of time lost 

d ue to categories of injuries. One could g o into 

in-depth calculation of Business XYZ's insurance rati ng 

values if the weighting factors were known, b u t for the 

purpose of this study , knowing the reasons behind the 

higher e x perience mod ifi cati o n v alues is more relev a nt to 

solving the problem . Moreover, consistent and detailed 

informat i on was not a vai lable for a y ear-bv - year 

comparison on a more statistical basis. 

Data on injury incidence in 1986 b ecame avai lable as 

the project was in its completion phase. The 1986 data 

gav e substance to the h ypothesis that way s could be found 

to reduce wor kers • compensat i on costs at Business XY Z. 

The data obtained did a llow for some concusicns and 

obs erv ations which should help Business XYZ begin to 

sol v e its problems with e x cessi ve injuries and costs . 

These conclusions and suggestions will be the sub j ect of 

the final two chapters in thi s pro j ect. 
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Chapt■r Tw■l v• - Conc lus i ons 

After reviewing the records for work-related 

injuries at Business XYZ and anal yzing how the data 

gleaned from those r e cords would be used in experience 

rating for insurance premiums, one major cause found for 

Business XYZ having high premium cost was the large 

amount of wor k-related injuries reported for this 

business . For more than one y ear in this study the 

actual primary losses e xceeded the e xpected primary 

losses which gav e Business XYZ modification v alues 

greater than 1. 0 . The small minor injuri es costing less 

t han two thousand dollars were calculated at full cost 

and raised the actual primar y losses used for calc u lat ing 

insurance premiums. 

Another causative factor in increased insurance 

premiums is the cost of medical care for the injuries . 

As stated abov e~ the full cost of care on a minor in jury 

is used for e x perience rating . The higher the cost of 

care, the higher the primary losses go. Finding less 

costl y ways to treat minor injuries reduces the amount of 

primary losses. thereb y reducing the calculated premiums 

for wor kers' compensation insurance . 

The factors gi ven above are in addition to the 

generall y rising cost of insurance premiums due to the 

increasing cost of medical care nation wide . Risi n g 

hospital and physician f ees contribute to premium cost 



for all insureds so a certain amount of inflation in 

premi um costs are e xpected. Business XYZ will hav e 

rising rates because all employers are e x periencing 

rising rates. 
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What Business XYZ can do is keep its losses down and 

keep its e x perience modification factor below 1 . 0 . 

Controlling the number of work-related injuries and the 

costs of treating those inJuries will pay bac k in reduced 

insurance premiums. 

Histor icall y , the maintenance department e x perienced 

the greatest number of injuries in the past . This can be 

e x pected due to the nature of the work . However~ after 

introducing measures to prevent back injuries~ heat 

stroke. and other injuries~ the number of in j uries 

suffered b y maintenance personnel dropoed to one. The 

conclusion is that safety programs do wor k . 

Superv isor attitudes toward safety for their 

employees is also important . Maintenance superv isor s 

made attendance at safety programs mandatory and 

employees received pay while attending these meetings . 

Training sessions on the use of new chemicals paid off 

with no reported skin reactions due to irritation from 

cleaning agents after employees were properl y instructed 

in their use and encouraged to use gloves when necessar y . 

Back injury prevention programs help red uce back 

injury . Business XYZ had no bac k injury claims from 

employees attending the training session on proper 



lifting and back care . That finding corroborates 

experiences of other companies . Richard Chapel (1987 ) 

reported the Capitol Wire and Cable Company in Plano, 

Texas 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 . 
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Besides preventing bac k injuries 1 proper treatment 

of back injuries when they occur is important . Finding 

competent physicians to treat back injuries who treat the 

injury without just running up a high bill is a 

challenge . Chiropractic care proved to be more e x pensi ve 

than care given b y medical doctors and doctors of 

osteopath y 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 . Bac k 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 b y competent physicans must 

accompany the goal of reducing in j ury. 

The e x tent that attitudes added to the costs of 

wor kers ' compensation is a matter of supposition. 

Conclusions drawn about attitudes in this study are a 

matter of speculation. Two per vading attitudes at 

Business XYZ must be e x amined. 

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. If supervisors and nurses are 

afraid of lawsuits, they will send employees for medical 

care more readily . Because many minor injuries were 

being channeled to physi c ians f o r diagnosis, one 

conclusion is that not all cases sent to a physician 

needed to be subm i tted as an insuranc e claim. If the 

employee was sent for e x amination only to rule out any 

injury requiring further treatment, the physician could 

be paid directly b y Business XYZ without submitt i ng an 

insurance claim. If further medical treatment were 

required, the claim would then be submitted to insurance. 

Se~ondl y , the attitude of emp l oyees is important in 

controlling worker injuries and claims . Employees making 

only a minimum wage could have less incentive to work if 

they receive compensation money for being injured. 

Although the employee would onl y receive 2/3 of his 

normal earnings, it might be to his / her advantage not to 

work . Tax es, ch i ld care and transportation costs could 

offset the dif ference in pay especiall y if the emp loyee 

was recei v ing a l ow wage before the injury occurred . Dr . 

Rodney Beals, head of orthopedics at a major hospital, 

was quoted in the article b y Carey W. English as saying, 

"When income associated with disability comes close to 

equaling the income while working, treatment fails . '' The 

empl oy ee continues to harbor his injury because he has no 

ince ntive to get well and go back to work. 
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Some e mployees do not carry personal medical 

insurance . Those individuals are inclined to b l ame 

injuries and illnesses on work conditions in order to 

recei v e medical care for which they do not hav e 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 e y e or a finger makes most people 

try to do t h ings safel y . Emp loyees should feel they are 

not only caring for themsel ves but also contributing to 

the whale picture . Being careful and safety-conscious 

keeps them healthy and able to live a normal life and 

t hey can help Business XYZ keep the cost of wor kers' 

compensation insurance down freeing money for r aises . 

Corporate officers are not the ones wh o gain from 

balancing the b u dget at Business XYZ . Students coming to 

Business XYZ benefit due to lower tuition and boarding 

costs. Affordable education attracts the students who 

prov ide the j □bs. It 's a c ircle in which e very employee 

can do his or her part. 

Besides reducing premiums, less accidents and lost 

time will keep payroll costs down becau se new people and 

temporar ies would not be needed a s often . Sav ings will 

occur in the payroll and wor k ing conditions for the 

employees on-the- j ob are better because everyone knows 

and does their own job without the stress of havi ng to 

cov er the work of an absent employee . 
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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 

questioned because of time lags in the reporting of the 

claimed injury . but more e x tensive investigation would be 

required before one could substantiate a fraudulent 

claim. 

The major contributor y cause to the increased 

premium costs was the high incidence of injur y 

accompanied b y costl y treatment. Factors causing the 

injuries were multiple but this project has identified 

some of the causes as well as implemented pl~ns to reduce 

the number of reportable injuries while keeping employee 

welfare a s a primar y concern . Measures hav e been taken 

t o secure cost-efficient, competent medical care for 

injuries that do occur . By 1988. the results should 

begin to show in reduced premium costs for workers ' 

compensation insurance if safety programs and implemented 

plans continue . 
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Ch&pt•r Thirteen - Recommend&tions 

The foremost concern in the handling of workers' 

compensation claims should be the welfare o f employees . 

Competent med ical care for employees who are accidentl y 

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 

wor k environments and the promotion of wellness in the 

wor kplace . Keeping an employ ee healthy and able t o work 

has much more v alue and is less costl y than compensating 

an employee for a permanent di sability . 

In conjunction with promoting safety , programs to 

enhance the health of empl oyees will result in fewer 

injuries . A hea lthy employee will be less d istracted by 

aches, pains, and malaise and better able to concentrate 

on thetas~ to be done . Recogni=ing and controlling high 

blood pressure might prevent a recurrence of a 

Job-related heart attac k as occurred in 1980. 

Employees with severa l accidents on record should be 

asked to tal k to counselors . Is the employee hav ing 

family problems, health problems, or difficulties with 

alcohol or chemical abuse? Qualified counselors are 

employed b y Business XYZ. An employee should be allowed 

to arrange f o r a confidentia l counseli ng session if 

needed . One or two hours spent with a counselor might 



prevent a costl y accident if the employee is not 

concentrating on what is being done at work. 
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Kenneth Williams (1986) observed that many companies 

are reaping monetary benefits from employee assistance 

programs (EAP J . He states that Kimberl y Clark reports it 

has experienced a 43 percent reduction in absenteeism and 

a 70 percent reduction in accidents after beginning an 

employee assistance program. Philips Petroleum figures 

its EAP saves that company $8 million per year because of 

fewer accidents, less sick leave, and higher 

producti v i ty . Using counseling and health servi ces 

a vailable at Business XYZ for employees as well as 

students would benefit e v eryone . 

Bev erl y Ware ( 1987 ) writes about promoting workplace 

health programs stating "Without top management support 

there c an be no progr-am". She g o es on to say " . . . a 

orogram will never become firml y institutionalized 

without the interes t and commitment of employees'' . (3) 

These same statements hold true for health and safety 

programs at Business XYZ . More than one per son need to 

be committed to reducing accidents and in j ury at Business 

XYZ because the business cannot afford to stop its 

programs when one or two key people invol ved in the 

program terminate employ ment . The programs n e ed to be 

ongoing . Each indi v idual employee needs to be 

safety-conscious regardless of whether the supervi sor or 

administrators change . 
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Documented 1 set procedures an policies for treating 

employee injuries are advisable. Supervisors should h a ve 

the name and number of the ph ysician and clinic used b y 

Bus iness XYZ for employee injury readily available. On l y 

when a clinic phys ician is unavailable or the injury is 

serious or life-threatening should t he employee be sent 

to the hospital ER . 

The Campus Health Center should be utilized as fully 

as possible within the legal limits of the med ica l 

personn el employed at the Center . The nurse should be 

able to refer employees for further medical or diagnostic 

e xamination a s she deems necessary . Tetanus v a ccine for 

boosters should be a vailable on campus through the campus 

nurse . Tetanus immunizations are a public health measure 

and are given to prevent d isease . Employees suffering 

from cuts or lacerations can be treated at the Campus 

Health Center if a nurse is a v ailable to clean and 

bandage the wound and administer a tetanus booster 

prophy lacti cally, if indicated . The physician from the 

cl ini c who sees employees for more serious injuries can 

write a standing order for the immunization f o llowing the 

state public health guidelines. 

Further investigation of a vailable physicians for 

treatment of back in j ury would be of benefit . Because 

bac k injury can be costly and result in much lost work 

time ~ care must be gi ven in finding a competent physician 

to treat back injuries . Besides prov iding adequate 
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medical treatment, a training session for preventing back 

injury should be given to all new employees who might be 

involved in lifting. The histor y of injuries at Business 

XYZ even showed an administrative officer had suffered a 

back injury so the program offering could be e x tended 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 wor k conditions. these programs can 

accu ratel y assess the person's capability to lift~ bend 

and carry on with the tasks e xpected on the job . These 

programs can better determi ne whether a person can do a 

jOb than a physician " s e x am . 

Some companies require pre-employ ment ph ysica l s . 

The value o f using low-back X-ray s i n a pre-employment 

e x am is questionable . X-ray s in themsel v es can be 

detrimental to the h e alth especiall y a low-bac k X-ray 

which can cause damage t o gonads in men or women or cause 

damage to a fetus in a woman who doesn't know she is 

pregnant . Mark Rothstein (1985) states "The test 

[low-back X-ray ] is s i mpl y inaccurate~ and screens out 

too many people who are healthy and will never suffer 

from back injur y while fail i ng to detect those 

presymptomatic persons who reall y are at risk . " 

Pre-employ ment physicals at Business XYZ requ i r ing 



low-back X-rays would be an unnecessary e x pense . 

In lieu of pre-employment physicals, an employer 

can as k if a wor ker had ever filed a workers' 

compensation claim at a previous employment . Some 

companies ask questions about previous workers' 

compensation claims on employment applications. It is 
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within the law to ask the nature of the injury when a 

claim was recent. If the injury was of the t y pe that 

could preclude the person doing the jOb properly , the 

prospective employ ee can be asked to submit a physician"s 

statement saying he/ she is able to d o the designated job . 

An employer would be wise not to hire a person with a 

history of bac k injuries to a work in a position where 

the back can be reinJured. Positions requiring l ong 

hours on a tractor or mower with v ibration can damage the 

bac k as easily as lifting. 

Business XYZ has been diligent in reporting its 

a c cidents and injuries. It should continue to be so. 

Some companies have been found remiss in reporting their 

wor k-related injuries to the state. The Occupational 

Safety and Health Administration (St. Louis 

Post-Dispatch~ Feb.1987) is crac k ing down on the 

underreporting of accidents . Business XYZ should be 

accurate in its reporting on its logs <OSHA Form 2 00) 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 reaso ns 
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the rates have fallen if the numbers are questioned . 

To a void injury to workers unskil led at a parti cular 

task , it behooves Business XYZ to subcontract special 

projects to companies familiar with the task t o be done. 

For e xample, roof repair can be done b y a roof ing 

company . Any injuries suffered by wor kers doing the 

project would be the liab i l i y of the subcontracting 

roofing company . A major roof repair is not considered 

an ongoing job in the nature of thi s business so the 

l iabilit y would not rest with Business XYZ. If a 

subcontractor is a vailable 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 employ ees doing a job he or she 

is not skil led in doing. 

Supervisor i n volvement in safety needs to continue 

at Business XYZ. Enforcing safety practices such as 

requir ing grounds people to use safety goggles while 

mowing will reduce eye injuries . Scheduling lifting 

e arlier in the day could be helpful so the employees• 

bac ks are not fatigued when lifting. For e x ample, if 

some equipment needs to be moved and mowing or tractor 

wor k i s schedu led to be done b y the same person . have 

that person d o the moving and lifting before riding a 

tractor or mower for several hour s since v ibrations tire 

bac k muscles . 

Employees should be aware that the law red uces 
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compensation by 15 percent if the employ ee deliberat ely 

fails to use saf ety devices p r ovided b y t h e e mploye ror if 

t he employee does not o b e y a reasonable safety rule 

posted b y the employer in a conspicuous place. Missouri 

Wor kers' Compensation Law, section 287 . 120 covers this 

aspect of compensation . 

A reward s y stem for a good safety record can also 

provide incentive for employees and supervisors to avoid 

accidents. Publish the departments with good safety 

records in the campus newsletter . Every month when the 

maintenance~ security, food serv ice, or housekeeping 

department has an accident-free record~ give each member 

of the department a 50-cent gift certificate redeemable 

at the bookstore. The certificate can be redeemed for a 

soda or snac k at once or an employee can accumulate 

certificates for a year and appl y the $ 6 toward any other 

purchase at the bookstore . 

If Business XYZ has reduced injuries for a y ear , 

reward each full-time employ ee with a paid personal hour 

or hours for being accident-free . The employee can use 

the hour or hours as he/she wants wi t h superv isor 

permission . The employee could take a l ong lunch hour to 

run an errand~ come in later some morning . or leav e earl y 

some afternoon. The time could b e called p e rsonal safety 

hours . 

Stud y of worker in jur y should continue at Business 

XYZ . Effecti veness of the safety programs can be 
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e valuated and adjustments made when needed. If in juries 

are revi ewed every 6 months~ patterns can b e detected and 

measures taken to prevent recurrences before a whole year 

lapses and affects the pre mium rate. 

Besides rev iewi n g the injury pattern twice a year, a 

yearly evaluation of wor kers· compen sat ion issues is 

imperative . Procedures may need to be changed . New 

physicians may be need to be contacted. A variety of 

safety programs should be presented at least quarterl y to 

keep employees aware of safe wor k habits. These programs 

could be determined at the yearl y e v aluation meeting. 

The e v aluation should be done b y the v i ce-president of 

operations . the v ice-president of finance , the director 

of personnel , the director of heal th services . and one o r 

two superv isors designat ed by the v ice-pr es ident of 

operations . These are the ~ey peopl e to administrate the 

orocess of reduc ing wor kers ' compensation costs at 

Business XYZ, b u t the people who wi ll benefit mos t ar e 

the employees and students. 
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