
How to Lower
Workers’ Comp Premiums
By Developing a Program That Integrates
Injury Prevention and Injury Management, Employers Can Help
Control Soaring Costs Associated with Workers’ Compensation Insurance

By Donald L. Brown

The skyrocketing cost of
workers ’  compensat ion
insurance is a critical issue
t o d a y .  O v e r  t h e  p a s t

decade, medical costs for workers’
compensation have increased at
nearly three times the rate for other
foods and services.

S t a t i s t i c s  c o m p i l e d  b y  t h e
National Council on Compensation
Insurance reveal medical costs con-
sume near ly  45 percent  o f  an
employer’s premium dollar.

Cost consciousness is essential
to the profitability of businesses in
today’s increasingly volatile econ-
omy. Policyholders have a right to
expect their insurance carriers to
assist them with keeping insurance
costs down.

The first and most important step
in managing the costs associated
with workers’ compensation claims
involves the prevention of injuries
and accidents.

An effective injury-prevention
program focuses on identifying crit-
ical loss issues and works to elimi-
nate or reduce the potential for
these losses to occur.

But what does an employer need
to do once a loss occurs? What
management activities can you as
an employer initiate to limit the
medical and “lost-time” costs asso-
ciated with an injury?

Five areas essential to the suc-
cess of any injury management pro-
gram are educating the employee,
loss reporting and documentation,
selection and use of medical service
providers, communication and fol-
low-up, and return to work.

Understanding
Critical Loss Issues

Simply stated, critical loss issues
are those issues driving the work-
ers’ compensation costs within your
facility. Every major loss issue can
be analyzed and described in terms
of the following:

• Why are the accidents/injuries
occurring?

• Why are your efforts to man-
age the loss problems been
unsuccessful?

Answers to these questions are
often complex, and they involve
both technical and organizational
aspects.

Technical aspects of critical loss
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issues consist of those contributing Lack of  accountabi l i ty.  T h i s
factors that are associated with the may be the most prevalent organiza-
workplace and the work itself and tional factor contributing to unsuc-
how it is performed. cessful loss prevention efforts. The

This may include hazardous con- overall accountability among man-
ditions and work practices, which agement, supervisors and employ-

It is important to demonstrate a
genuine concern for the employee’s

well-being and at the same time
explain how the workers’

compensation system works.

may endanger the worker. Technical
aspects can be viewed as the direct
source of an accident or injury.

The removal of hazardous condi-
tions or improper work practices
can significantly reduce or even
eliminate the occurrence of acci-
dents or injuries.

Identifying the technical aspects
of a loss problem is important in the
diagnosis of critical loss issues.
But, for every technical aspect,
there are usually one or more orga-
nizational factors as well.

Managing a Problem
Organizational factors are those

features of  your  company that
determine how a problem is man-
aged and whether those efforts are
successful. The problems can be
managed through the following:

Policies and procedures. D o
policies and procedures exist that
address safety or loss control con-
cerns? Are they well defined and are
they appropriate to address the
major loss problems?

Roles and responsibilities. Fac-
tors include whether roles of man-
agement and employees have been
defined and whether the responsi-
bilities are properly placed in your
organization.

There are four issues that may
have a negative impact on your
efforts to manage a loss problem:

ees needs to  be eva luated for
effectiveness.

Lack of communication. Many
well-designed loss control or safety
programs, or any program for that
matter, may fail to make a differ-
ence because of ineffective commu-
nication within the organization,
both from top to bottom and among
functional groups.

Morale problems. Besides stand-
ing in the way of injury prevention
efforts, morale can actually be a
causative factor in the occurrence of
some losses.

Competing interests. The classic
example is production vs. quality
vs. safety. But, any situation where
the interests of one or more persons
is in conflict with the control of
workers’ compensation costs will
hinder the effectiveness of such
efforts.

It is imperative to evaluate both
the technical and organizational
aspects  o f  c r i t i ca l  loss  issues.
Unless both of these concerns are
thoroughly evaluated, loss preven-
tion efforts wil l  continue to be
unsuccessful.

Educating
Employees

Fear and uncertainty may cause
injured employees to delay report-
ing injuries and to seek assistance

from attorneys. These emotions
arise from many concerns, such as
worry over medical bills and lost
income, or perhaps, even loss of
employment.

It is important for the employer
to remove these fears beginning
with an employee’s first day on
the job.
The first aspect of employee edu-
cation involves proactively intro-
duc ing  t he  emp loyee  t o  t he
workers’ compensation system
during orientation.
It is important to demonstrate a
g e n u i n e  c o n c e r n  f o r  t h e
employee’s well-being and at the
same time explain how the work-
ers’ compensation system works.
Also explain what the employee

can expect if he or she becomes
injured while on the job.

In the second major aspect of
employee education, you as the
employer must also ensure that
employees are aware of and under-
stand the company’s policies and
procedures for injury reporting for
obtaining medical service and for
returning to work.

Loss Reporting
and Documentation

This component of injury man-
agement encompasses the activities
of recording injury circumstances
reporting occurrences to the insur-
ance carrier and recognizing the
indicators of suspicious claim activ-
ity.

Recording injury circumstances
helps ensure appropriate medical
treatment and provides for the iden-
tification of control measures to
prevent similar occurrences in the
future.

Timely reporting of injuries is
the key to prompt and efficient
claim handling. It enables your
insurance carrier to complete the
necessary investigation, determine
compensabi l i ty  and ut i l i ze  a l l
applicable medical cost manage-
ment programs.

Fraudulent claim activity may
account for 10 percent to 15 percent
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o f  a l l  w o r k e r s ’  c o m p e n s a t i o n
claims.

As an employee, you have the
right to expect your insurance car-
rier to aggressively fight the prob-
lem of fraud.

But you play an important role in
the success of those efforts y know-
ing how to recognize the indicators
of suspicious claim activity and
reporting those observations to your
insurance company claim handler.

Selection an use of medical ser-
vice providers. State regulations

have a large impact on the specific
responsibilities that you may be
able to execute in this area. For
example, only about half the states
permit some degree of employer
choice of physicians.

Regardless of the regulatory
environment, however, you have a
responsibility to either directly or
indirectly manage the provision of
medical care to injured employees.

Where employer direction to
medical providers is allowed, it is
an absolute must for you to utilize

this right fully. But even where the
employee may choose his/her won
physician, you may influence this
choice through a well explained
recommendation to the employee.

This selection of a physician,
clinic or hospital is an important
decision. You should work closely
with your insurance carrier to select
medical providers that offer quality
service and that are willing to estab-
lish close working relationships that
result in appropriate care and timely
return to work.

Communication and
Follow-up

No aspect of injury management
is  more fundamenta l  nor  more
important than communication and
follow-up.

Beginning the day of injury, the
employer must be in regular contact
with the injured employee, the med-
ical service provider and the insur-
ance carrier.

Your position requires that you
act as the focal point for this com-
munication for two reasons:

• You, as the employer, have the
closest relationship with the
employee.

• You know the requirements of
the job.

Con t i nuous  commun ica t i on
ensures that the employee is not lost
in the shuffle. It provides the oppor-
tunity to explore return-to-work
options at each stage of recovery.
And, it allows you to detect the
indicators of suspicious claim activ-
ity and immediately report them to
your insurance carrier.

Besides conducting continuous
communication and follow-up with
all parties, you must ensure the doc-
umentation of all contacts as well.

Written records minimize the
chances for miscommunication and
they provide important evidence in
the event of disputes.

Finally, you play a key role in
managing and hastening the injured
employee’s return to the workplace.
Your responsibilities here focus on
the following:
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physician should also be aware

Timely reporting of injuries is the
of your company’s position on
returning injured employees to
work .

key to prompt and efficient claim Attending physician's report. It

handling.
is critical to obtain the treating
physician’s response to any work
r e s t r i c t i o n s  y o u r  i n j u r e d

• Understanding the physical
requirements of each job in
your facility.

• Identifying alternative job tasks
that employees can perform
based on limitations indicated
by a physician.

This requires evaluating jobs
based on the physical requirements,
such as sitting, standing, lifting,
pulling, pushing, etc., and provid-
ing this information to the treating
physician so he or she may work
with you as a partner to return the
injured employee to work.

Jobs should be identified within
your facility that can accommodate
the injured employee.

How Does It Work?
When evaluating your injury

management policy the following
points should be considered and
implemented:

Ensure  tha t  in i t ia l  med ica l
treatment is provided. Immediately
following an injury, provide neces-
sary first aid and send the employee
to a medical provider as required.

Document all details of the date
and time of injury, type of first aid
provided and the name of the physi-
cian, clinic or hospital where the
employee received treatment.

Noti fy your insurance com-
pany’s claims office. This should be
done immediately following an
injury, preferably by phone or fax.

Provide information to the treat-
i n g  p h y s i c i a n  d e s c r i b i n g  t h e
employee’s job functions. This
information should include the
employee’s current job with details
as to postures (standing, sitting,
walking) and physical demands
(lifting, hours worked, tool usage).

employee many have.
If the doctor has been provided
with the information contained

A copy of the injury or accident in the preceding point, an informed
report describing how the injury response should be attainable.
occurred should be provided. The C o n t a c t  t h e  e m p l o y e e .
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Employee contact should be made by
phone or in person within 24 hours.
Th is  contac t  shou ld  reassure  the
employee’s understanding of the treat-
ment he or she received; and ask if the
employee has any specific questions
about future plans or treatment.

Fol low-up with the physician.
Within 24 hours of initial treatment
obtain details regarding recommended
additional treatment, return-to-work
expectations and specific timetable for
the employee’s return to work.

M a i n t a i n  c o n t a c t  w i t h  t h e
employee, physician and claims han-
dler (insurance company). Contact
with the employee should be made at
least once every week to inquire about
recovery and express concern for his
or her return to good health.

The physicianshould be contacted
per iod ica l ly  to  d iscuss recovery
progressand any changesin timetable
for the employee’s return to work.

The insurance company should be
contacted with any reported changes
to the case that may include suspicious
claim activity.

Establish an injury management
record. For each case involving lost
time and/or follow-up medical treat-
ment, establish an injury management
record.

This record should include a copy
of the injury report, documentation of
initial treatment; copies of medical
bills; a log of all phone conversations
with the employee, physician and
claim handler; and progress reports
from the physician.

Unchecked, workers’ compensa-
t ion, medical and lost wages can
greatly affect the ability of your busi-
ness to compete.

A proactive management approach
is necessary to effectively integrate
injury prevention and injury manage-
ment.

Without an effective cost manage-
ment strategy that hits the cost of
worker's comp losses head-on, you
end up paying the price. C D
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