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You often hear about the costs of accidents and injuries to a
company, and those are usually based on a specific incident or
accident. For example, if an associate injures herself on the job
and has to seek medical attention for $10,000, then the cost of
that accident was $10,000.

You also hear about cost savings related to things like safety
programs or special training. That a new training program
reduced safety costs by X amount, or reduced the cost of lost
productivity by X amount.

That doesn’t mean that every day someone doesn’t get injured
means the company saved that much money. Otherwise, we
would send everyone home and become millionaires as person
after person didn’t become injured each day.If someone is injured,
there are costs of fixing them and making them whole, which
means medical costs. 

There are costs of lost time, both for the injured person and the
company who’s lost productivity. And, depending on the severity
of the injury, it can even take a life.This is why having a zero
tolerance policy about safety not only protects the individual,
which is the most important thing. It protects the integrity of the
individual’s family unit, and the financial health of the
organization. 

The biggest cost is not the direct cost, it’s the indirect cost. It’s not
the cost of cleaning up the injury or the cost of repairing damaged
equipment, it’s the indirect cost: the long-term effect it has on the
family and the company.
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The way we measured the cost benefit at Robroy was to measure the
costs to get people back to work, as per the State Worker’s Comp
program. For example, California is one of the highest cost states for
worker’s comp claims somewhere in the $25,000 range; in Texas, it’s in
the range of $13,000. (Which shows how broken the system is.)

That means if someone got injured in Texas, it cost us roughly $13,000
to get them treated, rehabbed, and back on the job. And we were
seeing a lot of Workers Comp claims every year. So I elected to opt
out of the Texas Workers Comp program and instituted my own
health and safety program. It was company funded and supported
with stop-loss insurance in case we had a real catastrophe that cost
more than $150,000.

When I joined the organization, our workers comp costs were over
$500,000 per year. When I opted out and we installed our own, the
cost dropped to $10,000 – $12,000 per year. Our cost benefit was
nearly $500,000.We did it partly because the government just is not
very good at managing anything.
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HOW I MEASURED THE COST
BENEFIT OF SAFETY



But more importantly, someone could claim
they were injured on the job two years ago
during work. Claiming an injury put them into
the Workers Comp system. They would go to
the doctors (who didn’t find anything) and
claim they were in pain so they couldn’t work.
The doctor would prescribe opioids, which the
associate sometimes got addicted to, which
meant that in some ways the system was
causing people to become addicted to
drugs.And we had to pay all those costs,
including the Workers Comp claim, on an
injury that may have happened while the
person was actually at another company. But
we bore the brunt of those costs.

So we changed all that with our new system.
In this system, the rules were simple. Rule
number one, everyone had to have a pre-
employment physical before joining the
organization. That created a baseline in terms
of fundamental health, and we could see how
healthy you were at that moment.There are
certain degenerative diseases or conditions
that, simply by aging, the conditions appear or
get worse. Carpal tunnel syndrome and
arthritis are like that — the older you get, the
more likely you are to become arthritic. 
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But if the associates had a baseline, and we saw things like early
indications of arthritis, no one could claim this was an on the job injury
a few years later.In nearly every state, most good medical professionals
don’t want to treat Workers Comp cases, because the fee schedule is so
low they don’t make any money at it.

But by being on our own system, the doctors were willing to see our
associates as they needed it.So rule number two, if anyone got hurt,
they got the very best attention immediately. I did it because if
someone got hurt on the job, we had a moral obligation to make
them whole quickly. Plus, we didn’t want them to agitate the injury or
make it worse by trying to work through it. If they could see a doctor
right away, the progression of the injury stopped and they could heal
faster and get back on the job sooner.

Rule number three, we created a zero tolerance policy for safety; it’s one
of my four non-negotiables. If people did something stupid that could
get them injured, they had to go. They didn’t get to repeat the behavior
over and over until they got hurt.By implementing those three rules, we
cut significantly down on people getting injured because they were
practicing safety at all times. If they did get hurt, they got immediate
medical attention. And because we already knew people’s physical
state when we hired them, we knew whether an injury was an actual
injury or a two-year-old injury that finally flared up. And it saved us
nearly half a million dollars in Workers Comp costs every year.
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David Marshall is a Senior Manufacturing Executive with Corporate
Culture Development and Operational Excellence Expertise. David
most recently was President and COO of Robroy Industries and
Board Member where he oversaw this manufacturing organization
with four locations in the USA producing high quality electrical
products and oilfield products. During his tenure he worked hard on
implementing cutting-edge technology into these facilities during
renovations of several of the plants and build out of one ultra-
modern 130,000 square foot manufacturing facility in Texas. 

With David guidance, these companies saw a remarkable seven
record years of profitability; eleven consecutive years with
profitability exceeding 20% of revenue; and more than $300 million
added to the equity of the business since going private in 2001. David
earned his MBA from the University of Virginia: Darden School of
Business. 

He currently consults manufacturers looking to achieve operation
excellence. His motto is: “If you can’t measure it, you can’t manage
it.”

He has been a manufacturing executive, as well as a sales and
marketing professional, for a few decades. Now he helps companies
turn around their own company by making the right decision. If you
would like more information, please visit my website and connect
with me on Twitter, Facebook, or LinkedIn. 
 https://damarshall.consulting/
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