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How to manage through potential
25% workers’ comp premium hike

California businesses may want to brace
themselves. As if the economy wasn't
enough to worry about, the Workers’ Com-
pensation Insurance Rating Bureau
(WCIRB), a state advisory board, recently
recommended a 24.4% increasein pure pre-
mium rates for workers' compensation
insurance effective July 1, 2009 for new
and renewal policies.

The recommendation isn't binding, al-
though the analysis by the WCIRB's gov-
erning board serves more as a general indi-
cation of where insurers are headed in the
months to come and gives businesses a
means to gauge where they stand. The
view is not pretty.

Ongoing rising medical costs are one
reason for the projected increase…and with-
out comprehensive health care reform, it's
hard to see that trend reversing. With the
cost of claims showing double-digit increas-
es, it is understandable that insurance car-
riers will pass the increased costs on to
policyholders.

In addition to rising medical costs, recent
Workers’ Compensation Appeals Board
decisions are expected to increase the
amount required to be paid on permanent
disability costs in California. 

So how can businesses prepare them-
selves for this impending market shift? It
will take a bit of education, focus and un-
derstanding of how the workers’ compen-
sation system really works. Workers’ Com-
pensation is one insurance businesses have
a lot of control of.

Here is a proven strategy to get and keep
low workers’ compensation premium:

Step 1 – Create a loss-free corporate
culture

To lower workers’ compensation costs
you need a loss-free corporate culture. Hap-
py people have fewer and less severe inju-
ries. A company culture free of workers
compensation claims is one based on trust,
communication, shared direction and firm
commitment to achieving the business’s
vision and goals. Creating a culture where
people believe they are treated fairly and
that they are growing in their ability typi-
cally results in fewer and less costly injuries,
virtually eliminates employee lawsuits and
health insurance cost goes down as well.

Step 2 - Empower middle management
Empowering your middle management

can play a vital role in controlling workers’
compensation costs. Supervisors, managers,
foremen and crew leaders keep claim costs
down when they understand how the sys-
tem works. From prompt reporting of inju-
ries to being the key ambassadors in keep-
ing people well and working, middle
management’s role is to demonstrate em-
ployer concern for the injured employee
and facilitate the employee’s path to full
recovery and productivity.

Step 3 - Prevent and reduce injuries
Let’s look at how a workers’ comp claim

will affect what you pay for insurance.
Claims stay in the pricing formula for 3
years. That means for every $1 paid for a
workers’ comp injury, a company will often
pay $1 to $2 in increased workers’ compen-
sation premium. In other words, for every
dollar you save by preventing worker inju-
ries you are saving $1 to $2 because the
cost of the claim affects the premium for
up to three years, not just one.

Implementing an aggressive first aid
strategy can also help keep premium costs
down. Under California law, an employer
can pay for the cost of claims legally de-
fined as “first aid” directly rather than
having the insurance carrier pay for them.
These claims should be reported to the
workers’ compensation insurance carrier

“for record only.” Paying first aid claims

directly eliminates the potential three-year
impact on future premium costs that result
when the insurance carrier pays these
claims.

Prompt reporting of injuries should be
made mandatory within the hiring process
and reinforced through sustained training.
It’s important that employers take immedi-
ate action and stay in direct contact with
the injured employee because it has a dra-
matic effect on getting the employee back
to work. An injured employee who is ne-
glected, confused by the process, or even
ostracized, may resort to hiring an attorney.

Step 4 - Proactively manage claims
Next, companies need to proactively

manage claims to control costs. Employers,
with the help of their insurance broker,
should work with their medical provider
and insurance claim adjuster to review
existing claims to make sure that reserves
(the amount of money set aside for future
claim costs) are appropriate and that there
is a proactive plan in place to close each
claim.

As businesses go through these unprec-
edented times, taking control of workers’
compensation costs will add to the bottom
line, but more importantly will create a
loss free culture and increase productivity
overall.
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