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by F. Jay Murray

ound management of workers’ compen-
sation claims is a bellwether for a com-
pany’s overall business condition. An
important way companies can enhance
their financial well-being and get a leg
up on the competition is to aggressively
control workers’ compensation costs.
And perhaps the best way to do this is
by integrating a claims management program
into their overall business strategy. The rewards
include lower direct and indirect costs,
increased productivity and reduced liability.
This can add millions of dollars to the bottom
line with none of the risk associated with busi-

ness expansion or start-up. However, integra-
tion cannot succeed unless a well-developed
communications and training program is in
place. Communications will help build aware-
ness, reinforce the company’s commitment to
health and safety, and facilitate appropriate
behavior for policy and procedures compliance.

Why integrate? The need to integrate claims
management into overall business strategy is
being shaped by a number of market forces.
Employers paid out $70 billion in workers’
compensation premiums in 1991, according to
the U.S. Chamber of Commerce. That’s twice
the amount paid only six years earlier. in
California, the cost of the workers’ compensa-
tion system rose more than 200 percent from
1981 to 1991, while the size of the work force
increased only 25 percent over the same period.
The National Council on Compensation
Insurance reports the average claim costs
$19,444. The average cost of a workers' com-
pensation claim has more than tripled over the
past 10 years. Many of these costs came about
because employees remained absent from their
jobs far longer than necessary.
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A recent William M. Mercer study found that
workers’ compensation costs range from 2 to 10
percent of payroll at most companies. But the
financial burden of paying for ever-increasing
insurance premiums or workers’ compensation
benefits, if self-insured, isn’t the only expense
that companies must bear. There are indirect
costs, such as lost productivity, employee
replacement and diminished company morale.

The increased number of occupational health
regulations implemented in recent years is also a
major stimulus for integration. These regula-
tions include the Americans with Disabilities
Act (July 1992) and a host of tough Occupa-
.tional Safety and

Health Administration
. standards, such as the
Hazard Communica-
tion Standard. Along
with these new laws
. comes a more enforce-
- ment-minded govern-
‘ment willing to slap
businesses with record
fines and penalties for
noncompliance.

Another important
motivation behind inte-
grating a company’s
claims management with its overall business
strategy, is the downsizing trend. In an effort to
cut overhead and streamline operations, some
companies have reduced occupational health
and safety staff. Others can no longer justify
supporting large, in-house medical staff. This
can often increase the risk of on-the-job
injuries, workers’ compensation claims, and
noncompliance with occupational health and
safety laws and regulations.

And, finally, there’s a trend toward an
increase in the severity of claims. The Workers
Compensation Research Institute, a Cambridge,
Massachusetts-based not-for-profit public policy
research organization, predicts that claims sever-
ity will increase for the near term because of the
complications of injury and disease in an aging
work force, the growing attention to relation-
ships between diseases and health conditions in
the occupational environment, and higher costs
due to litigation involving complex claims.

Towar EFFECTIVE CLAIMS MANAGEMENT
Controlling workers’ compensation costs begins
with managing health and safety more effective-
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INTEGRATING CLAIMS MANAGEMENT

Benchmark against the best.

specific tactics until you've devel
oped an overall strategy.

Tips for Better Health & Safety Management

Measare performance. Pick objective

Determine the companies that measures of performance and
have the best occupationat then manage that performance.
health and safety programs; not
only in your industry but in the Develop a compiance management pro-
country or world, and use that as = g@ralL Incorporate into the pro-
your gauge. gram compliance actions, meth-
ods and systems that have been

Conduct a base-ine assessment. To identified as being effective.
identify opportunities for improve-
ment, it is necessary to conduct  Integrate occupational health and safe-
a base-ine assessment of cur- ty with your business. View occupa-
rent compliance status. Such an  tional health as something that
assessment or audit is an objec-  gives your company a competi-
tive evaluation of a company’s tive advantage if you do it well
success in meeting certain and cost-effectively.
health and safety objectives,
requirements, standards or crite-  Establish conummnication between
ria. Health and safety audits may  health and safety professionals and
be integrated with environmental  company executives. Health and
audits. safety professionals need to

: communicate to senior manage-
Develop a strategy. Don’t focus on ment the value of an aggressive

program in bottom-ine terms that

managers understand.

ly. Companies that are proactive and integrate
good occupational health and safety practices
and processes with their overall business
achieve a significant advantage over their com-
petition by being healthier and safer places to
work. And being proactive means that compa-
nies implement a health and safety management
program aimed at getting out in front of the reg-
ulations. An analogy would be preventive
medicine. By taking action now, companies can
minimize a more costly “cure” later on. One fac-
tor contributing to a proactive program is that
integrated companies have management perfor-
mance measures for workers’ compensation,
and individual managers and supervisors have
clear accountability for injury compensation
management practices, such as a workers’ com-
pensation chargeback system. But the key ele-
ment of such successful programs is employee
communication and awareness training so that
employees are clear about their roles and
responsibilities; thus, messages need to be rein-
forced regularly.

Aggressive case management and early inter-
vention in the workers’ compensation claims
process are critically important in order to
achieve a positive outcome for both the employ-
ee and the company. Case management activi-
ties include staying closely involved and
informed after an accident or injury is reported,
assisting in the recovery process and return to

34 RisKk MANAGEMENT / DiceMmser 1993

work, assuring the well-being of the employee,
and managing the costs associated with the
treatment and recovery process. There are sev-
eral key ingredients in an effective claims man-
agement program: program orientation; injury
reporting system; case management; case man-
agement strategy; light/modified duty program;
red flag claims evaluation; and vocational reha-
bilitation.

Critical to the success of an effective claims
management program is the involvement of
senior management. Their participation and
support of the program send an important mes-
sage to all employees that the company takes
their health and safety seriously, wants to pre-
vent injuries and accidents from occurring in
the first place, and needs the injured worker to
return to work as soon as possible.

Taking a multi-disciplinary approach is also
key. Disability management teams should be
developed and their efforts coordinated with
medical providers and insurance companies.
Members of the disability management team
will vary depending on the size and organiza-
tion of a company, but the typical team
includes: supervisors; staff from human
resources, risk management/loss control, medi-
cal, and health and safety departments; employ-
ees; and labor union representatives.

A well-organized program takes a stream-
lined approach to avoid delays and optimize
system efficiency. One way to achieve efficiency
is to delegate authority to appropriate levels.
For example, make supervisors responsible for
assigning modified or light duty for employees.
Accountability is also a crucial factor. It is vital
that all participants in the system realize their
responsibilities. Make workers’ compensation
roles and responsibilities part of the employee
performance appraisal process. Disciplinary
action needs to be taken for nonperformance or
program violations.

INJURY REPORTING SySTEM

Requirements for informing workers what their
workers’ compensation rights are vary from
state to state, as do requirements for reporting
injuries. Each company should develop its own
injury notification system in adherence to state
guidelines. Use an easy-to-follow internal form
that includes insight into how the injury
occurred. The form should also alert all mem-
bers of the disability management team.

Medical treatment authorization forms are a
vital part of the information loop. They link
employees and supervisors with claims case
managers and medical providers. To aid medical
providers, the forms should contain job descrip-
tions as well as information about the availability
of light and/or modified duty for the employee.

Make sure medical providers submit a writ-
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ten report of the injury within five work days.
The report should include a treatment plan as
well as an estimated return-to-work or modi-
fied/light duty program. Risk managers must
insist that their medical provider supplies them
with regularly scheduled progress reports and
notifies them as soon as a worker’s condition
permits him or her to return to work.

Regarding case management, early interven-
tion is key. It begins with the first notice of
injury or illness. The disability management
team must: communicate with the worker
immediately and regularly; inform the injured
worker of his/her benefits; treat the injured
worker with respect, while emphasizing the
company’s policy of being “firm and fair”; and
maintain a level of concern throughout the
course of the injury and recovery. The entire
disability management team should attend regu-
larly held (quarterly at a minimum) claims man-
agement review meetings. Since costs tend to
creep up, these review meetings will provide a
chance to intervene early.

During a claim investigation, don't look for
blame. Accidents will happen. Instead, find out
why the accident occurred. Talk to the injured
worker, co-workers and supervisors. It’s possi-

ble that the accident was just waiting to happen.
By finding out the cause, it can be prevented
from happening again. Once facts have been
gathered, findings should be discussed with the
insurer. If the injury is clearly not a result of
work, then deny the claim and provide the facts
for denial.

CaSE MANAGEMENT STRATEGY

The strategy of any company’s workers’ com-
pensation program should be to encourage pre-
vention so accidents and injuries don’t occur in
the first place. As such, risk managers can create
incentives for department and division man-
agers to ensure worker safety and to prevent
accidents. For example, risk managers can build
in systems like chargebacks to a department’s
budget for lost-time accidents, and account for
and measure missing labor.

When an injury or illness does occur, super-
visors should move quickly to talk with
employees to determine the cause and extent of
the claim. It is important that the supervisor
communicate with the employee in a non-
biased, non-judgmental manner. Early investi-
gation of accidents and claims should also be
conducted in a non-biased way. Look at the

The workers' compensation crisis:

There’s light at the end of the tunnel.
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[NTEGRATING CLAIMS MANAGEMENT

Don't underestimate the supervisor’s
role. The supervisor is the key per-
son in getting an injured worker
back to work as soon as possi-
ble, in conjunction with the doc-
tor, the insurance company or the
case manager. Make sure to
communicate your expectations
to supervisors and focus aware-
ness training here first.

Commumicate with the injured worker.
Supervisors should communicate
the company’s concem to the
injured worker immediately after
an injury. Telling an injured worker
that he or she is valuable and the
company needs him or her back
as soon as possible will help
speed the employee’s retum.

Match the right medical provider to your
company’s needs. A provider with a
strong occupational focus and
understanding of a particular
industry’s health risks and con-
cems can spare expense and
ensure quality. To get the best
results, make sure the provider
completely understands your
company's expectations and pro-
cedures.

Tips for Controlling Workers’ Compensation Costs

Mositer modical providers’

perfermance. Medical providers
should manage cases aggressive-
ly to get workers back to work as
quickly as is medically prudent.
They should understand company
policy and be in constant commu-
nication with the company and
the case manager.

Idestify questionable claims. Your
company should know the wam-
ing signs of questionable claims
and should contest them through
the workers’ compensation sys-
tem. Alert employees and medi-
cal case workers that fraud will
not be tolerated. Fraud cases
should be prosecuted to the
fullest extent of the law.

Establish return-to-work gidelines.
Having an effective light/modified
duty program and a vocational
rehabilitation program will help
speed a worker's retum to prior
performance.

Prevent the accident from occmrring in
the first place. Get your employees
focused on safety.

practices and evaluate near misses as well as
accidents. If there is a clear indication that the
claim is questionable, then pursue further inves-

tigation and document any reasons for denial.

Risk managers should establish a written case
management plan that estimates a return-to-
work date and identifies the type of treatment.
Risk managers should also work with insurance
companies and communicate early and often
with medical providers. Upon return to work or
with long-term disability cases, worker satisfac-
tion surveys need to be conducted to determine
the strengths and weaknesses of a company’s
program. Then, companies must act on this

feedback.

Licur/Mobirieo Duty ProcrAM

A light/modified duty program should be highly
encouraged, but it needs support from top man-
agement to work. Again, top management sup-
port signals to the employees that not only does
the company care about their health and safety,
but also that the employees are important to the

success of the organization.
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Furthermore, positions within the company
that can be made available to returning workers
need to be identified. These may be job sharing
positions or shifted responsibilities — ask
workers and labor union representatives for
their ideas. Then, communicate to employees
the availability of light and/or modified duties.
The worker should be kept productive as long
as it doesn’t place an additional burden on his
or her co-workers.

One important thing to remember is that this
is a temporary position. So, risk managers must
monitor the duration of light and/or modified
work, coordinate with medical reports and fur-
nish medical providers with information about
the employee’s ability to perform tasks. Bear in
mind that resources must be made available to
pay for light and modified work. Therefore,
supervisors shouldn’t be punished in the cost
allocation process if modified work is encour-
aged.

Reo Fuags

The sort of “red flags” questionable claims often
raise include accident timing, unwitnessed acci-
dents, late reports and unlikely scenarios. It is
important to document accidents and investi-
gate them if red flags are spotted. The findings
of the investigation then should be shared with
case managers and insurers.

Investigation can help determine the cause
behind repeated accidents. Some causes
include: poor understanding of the job and/or
of safety by the employee; the employee’s medi-
cal condition; drug or alcohol abuse; psycholog-
ical or emotional problems; and physical inabili-
ty to perform the job. To help reduce the num-
ber of questionable claims, companies must
communicate simultaneously their commitment
to care for injured workers and their intolerance
of fraudulent claims.

While requirements for vocational rehabilita-
tion vary from state to state, they typically
require a company to submit a vocational reha-
bilitation plan within 90 days of determining
the employee’s vocational feasibility.
Approaches to vocational rehabilitation also dif-
fer. Programs can include one or more compo-
nents, including provisions for working “in-
house,” looking for opportunities outside the
organization and offering transferable skills
training. Still, bear in mind that companies are
not required to provide the employee with
whatever he or she wants.

RoLE oF CommuNicATIONS

Fostering an environment of trust and goodwill
is a key element to any successful workers’ com-
pensation claims management program. To
achieve that, companies need to develop and
implement effective communications and train-
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ing programs that will build awareness, rein-
force the company’s commitmen: to health and
safety, and facilitate appropriate behavior for
policy and procedures compliance. The com-
munications program should also have a com-
ponent that will allow managers to track
achievements and progress toward goals.

The primary target of a communications pro-
gram should be company employees at all lev-
els, comprising three distinct audiences. 1deally,
internal communication and training should
begin at the senior management level, then roll
out to supervisors and, finally, to all employees.
The communications and training materials
must be inspirational, and sufficiently persua-
sive to motivate a change of thinking and
behavior within the company to help achieve
short- and long-term accident prevention and
cost reduction goals.

The challenge is to present these policy and
technical issues in a meaningful and clear man-
ner. Because management and employee audi-
ences may be skeptical of each other’s motives,
effective communications must cut through
adversarial perceptions to address the core
health, safety and business issues in plain
English. This will help managers and employ-

ees alike understand how their decisions
impact the company’s health and safety record,
medical costs and the employee’s emotional
well-being, as well as the ramifications of over-
all competitiveness in the marketplace. An
added benefit of the communications program
is the pride and improved relations it offers to
employees.

A secondary target of a communications pro-
gram is the external audience — the medical
care providers located near the company’s facili-
ties who should be informed about the firm’s
workers’ compensation claims management pol-
icy and procedures. For example, in order to
implement an effective light duty or vocational
rehabilitation program, it is essential for physi-
cians to understand the company’s policy and
need for clear job restrictions. This type of com-
munication will ensure that all parties in the
process understand their responsibilities and
the company’s expectations. It will also position
the company as a responsible corporate citizen
and showcase some of the firm’s innovative
activities in the health and safety arena.

The first step in developing a communica-
tions program is to identify specific manage-
ment and employee concerns. One method is

How to put the brakes on
runaway workers' compensation costs.

We don’t need to tell you how out of control the workers' compensation crisis
is. Chances are, you're already painfully aware.

o What we do want to tell you is that there’s hope. We're Lynch, Ryan &
Assoaates, and since 1984, we've been helping companies like yours plan and implement com-
prehensive injury management systems that have proven to reduce costs . . .

compensation losses by as much as 50% or more.

Yes, there is light at the end of the tunnel. To find out how Lynch Ryan can help
you reduce your workers’ compensation costs, call or write today for more information.

lowering workers’

Contact Joe O'Malley:

1-800-223-4500

N LYNCH
|—\\\FIYAN

Making Workers’ Compensation Work For You

110 Turnpike Road, Suite 300
Westborough, MA 01581-2808
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INTEGRATING CLAIMS MANAGEMENT

Nurse Your Workers' MMM&M

by Jenifer Haas _ﬁrstsammmasmmom-manpw
Jenifer Haas is an occupational - for the OHN's recruitment costs
health nurse and department and annual salary.
manager for ENSR Health Sciences A number of factors were credit-
in Alameda, CA. ed by the company’s plant man-
agers for the program’s sucoess,
orkers’ compensation costs - including: close coordination of
WCan be reduced dramatically  OHN’s efforts with supervisors;
by using trained and qualified = meaningful “retum to work” and
occupational health nurses (OHN) “light duty” pﬁ!ieles that sped work-
to manage specially designed octu- . ers’ retum as soon as possible;
pational health programs. Take the - guidance and oversight of treat-
case of a pilot program begun ata - 'mgymm
large intemational manufacturer e
and tested at its three separate
U.S. plant locations. OHNs were
retained to manage workers’ com- tion between OHNs and physicians
pensation and personal disability. In addition to meanaging work-
cases on a case-by-case basis. By ers’ compensation cases closely,
overseeing the medical care, the OHNs provided quality assur-
decreasing plant management time-  ance, developed networks of local

spent on medical issues and
speeding employees’ retum to
work, the program was able to
achieve significant cost savings at
each location.

The first plant, for instance,
saved more than $52,000 in the
first year, even after deducting the
cost of the OHN's salary. The sec-
ond plant, which employs between
250 and 300 workers, saw its
direct workers’ compensation costs - expanding the |
drop to $50,000 from an average.
of $250,000 a year. And the third
plant saved enough money in the

the use of a tailored employee survey that can
identify potential health and safety problems
and barriers that must be overcome in the com-
munication and training process as well as pin-
point perceptions and concerns. Among the
specific objectives of such a survey would be to:
identify concerns regarding the company’s
workers’ compensation program; understand
employee attitudes and behaviors regarding the
company’s policy and procedures as well as any
barriers to implementation; identify employee
misperceptions about the workers’ compensa-
tion cost reduction program; quantify employee
satisfaction with the system; test credibility and
acceptance of information that may be included
in employee communications; and solicit ideas
regarding preferred communication vehicles,
method and tone.

Once this information has been analyzed, the
challenge is to develop messages that directly
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address concerns while at the same time pre-
senting a strong, consistent and positive picture.
For employees, messages must deal with the
emotional issues and misperceptions about
management’s motives (e.g., management’s
view: employees milk the system; employees’
view: management cares only about reducing
costs). It is essential the messages be straightfor-
ward and honest on all issues, including
acknowledging past problems, and all messages
need to be presented as clearly and concisely as
possible.

The objectives of this program also include
establishing a dialogue with physicians and pro-
viding information and communication tools
that will inform them of the program and the
company’s goal of returning employees to work
as soon as possible. This will also help to
increase the physicians’ understanding of the
claims management process and the importance
of ascertaining the light/modified duty abilities
of each patient, and will emphasize the benefits
of working with the company.

Communicating the company’s workers’
compensation philosophy, goals, employee
responsibilities and progress to both internal
and external audiences requires a variety of
communication tools. These may include white
papers for senior management, concise guides
for supervisors, case management booklets for
employees and brief informational packages for
physicians.

One tool that has been developed that can be
especially effective is a short video training pro-
gram aimed at supervisors. The goal of the
video is to provide supervisors with information
to prevent an employee from losing time from
work as the result of an Injury, or to return an
injured worker to work as soon as is safely pos-
sible. The video quickly walks the supervisor
through the case management program from
the moment an employee announces a problem
through the final step in the process. On-cam-
era interviews with senior management, first
line supervisors and employees are used for
added credibility. Role play scenarios show
proper procedures and dispute common myths.
Additional learning aids, such as a checklist for
supervisors, increase the effectiveness of the
training video.

Developed correctly, a communications and
training program will not only ensure that
employees at all levels, as well as physicians,
understand their responsibilities, but also allow
the company to establish a two-way dialogue to
directly address issues as they arise. And by
using a well-developed communications plan to
reinforce workers’ compensation programs,
companies can control costs, reduce liability,
and increase productivity while honing their
competitive edge. M
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