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Who am I?

ÅEMC Risk Improvement 
Engineer 3+ years, 
Montana to Milwaukee

Å1980 B.S.M.E. Iowa 
State University

ÅOwens -Corning 
Fiberglas, Honeywell, 
Maytag

ÅHometown: Newton

ÅTennessee Walking 
horses



ÅWhy are hidden costs 
hidden?

ÅTraditional hidden costs

ÅBut what about these 
costs é



1 in 20 workers will be injured on the job within the        
the next 12 months

A worker is injured every 19 seconds

80% of Americans will have a back injury requiring 
medical attention

Slips, Trips and Falls account for 16% of disabling 
injury accidents

Overexertion ð injuries brought on by excessive     
pushing, pulling, holding, carrying or throwing of an  
object ranks as the most expensive cause of accidents ,        
with employers paying nearly $10 billion annually.

Safety in the Workplace



Top 10 Workplace Injuries

Liberty Mutual



Top Three Costs

Liberty Mutual



Why Are Hidden Costs Hidden?

Why Do Managers & Employees 
Act The Way They Do?

VThey understand production problems

V They understand quality problems

V They understand Cost/Profitability



Why  Are Hidden Costs Hidden?

Why Do Managers & Employees 
Act The Way They Do?

VThey do not understand safety issues 
unless someone is hurt or something is 
damaged

V If they do not understand safety issues 
they can not justify any expense or 
support beyond reaction to a single event



Why  Are Hidden Costs Hidden?

VEmployees - ñAll management cares about is 
production and qualityò

VManagement - ñObviously production and 
quality are important to our surviving as a 
company but the safety of our employees is 
always number one on our mindsò



VUnknown

Why Are Hidden Costs Hidden?

VñWeôve always done it that wayò

VñItôs HRôs problemò

VCost accounting methods

VPositive reinforcement 
of negative acts



Traditional Hidden Costs

V Accident investigation

V Employee attitude

V Employee fraud

V Medical fraud

V Product quality: internal & external



Traditional Hidden Costs

V Business reputation

V Fines: OSHA, etc.

V Productivity

V Retraining

V Damaged merchandise or  
production equipment



But what about these costs é

Å The human element 

Å Product design

Å Growth in medical costs

Å The changing demographics

Å Litigation

Å Experience MOD accumulation

Å The 10% solution



The Human Element

V ñNot invented hereò syndrome

V Doing nothing

VñWe tried it that way last week, year, 
etc.ò 

V Do-do occurs

VñIôve done it that way for 40 years 
without a problemò



Provided by Dave Alexander
Auburn & Associates

Product Design: Life cycle costs



10 - 20%

5%

2-3 %

1/2%

Concept Blue Print Build Stage Do Nothing

Stage of 
Project

Costs Of Deferring The Consideration Of
Ergonomics In An Engineering Project 

(Change during Build)

(Correct later)

Provided by Dave Alexander
Auburn & Associates



Growth In Medical Costs

The most pressing workersô compensation problem 

today is increasing healthcare costs, which threaten state 

workersô compensation systems in the following ways:

VRapidly increasing medical costs are threatening to 

overwhelm the state-based, employer-funded, workersô 

compensation system.

VMedical benefits now account for more than half (59%) of all 

benefit costs in workersô compensation. 

VMedical benefits are projected to account for 70% of all 

benefit costs in workersô compensation by the year 2016.

VFrom 1991-1996, average medical benefits for lost-time 

claims increased 4.1%. From 1997-2005, 9.5%. 
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2006p: Preliminary based on data valued as of 12/31/2006
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Workersô Comp Medical Claim Costs 
Continue to Climb

Cumulative Change = 
+200%

(1993 - 2006p)



Workersô Compensation Insurance

Med Costs Share of Total Costs is Rising Steadily
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Growth In Real Cost

Liberty Mutual



Growth In Real Cost



Year over Year Change in Number of Lost-Time Claims
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Workersô Comp Lost-Time Claim Frequency 
Down Over 50% Since 1991

1991-2005: Based on data through 12/31/2005, developed to ultimate. 2006p: Preliminary based on data valued as of 12/31/2006.
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Indemnity

Claim Cost (000s)
Cost of Lost-Time Claims
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Costs Have Accelerated
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Drivers of Indemnity Severity

VProjected wage increases in Iowa 
suggest upward pressure on 
indemnity severity in coming years

V Indemnity severity tends to 
increase with age
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WC indemnity severity 
is once again outpacing 

wage inflation



Drivers of Medical Severity

VOngoing increases in medical  
inflation and utilization suggest 
further upward pressure on medical 
severity in Iowa

VMedical severity increases with age



Drivers of Medical Severity



Drivers of Medical Severity



Drivers of Medical Severity

VOngoing increases in medical inflation and 
utilization suggest further upward pressure 
on medical severity in Iowa

VMedical severity increases with age

NCCI 2007



US Population: 2007 vs. 2025 Projection*
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There will be 
nearly as many 
85+ people in 
2025 as there 

are 70 -74 
today



Individual Capacities - Age
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Individual Capacities - Age

State = +14.9%

20% or more

Percent of Population 65 Years or Older, 2000

Office of Social and Economic Trend 
Analysis, Iowa State University, May 
2004



Individual Capacities - Age
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Individual Capacities - Age
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Projected Population Distribution, Iowa 2020
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2004



Affect of Age on Injuries


