
Harry Franzheim—an HR/OD Practitioner for 
over 30 years—has published this newsletter to bring 

you careful insight into reducing costs and 
unlocking employee potential.

None of us can possibly know all that 
we don’t know, which is why we rely 
on our suppliers and other experts 

that we hire to advise us, counsel us, and 
guide us.

I recently had an experience that has 
profoundly impacted our business, and this 
newsletter is dedicated to the topic.

Our second-largest cost of doing busi-
ness is our workers’ compensation insur-
ance. It consumes, on average, 35 cents of 
every dollar we gross; only payroll taxes are 
higher.  The cost of the insurance is a func-
tion of (1) the state we do business in (WA), 
(2) the industries that we serve (risk category 
of work), and (3) our experience rating.
Eight-Year Partnership

I don’t know anything about claims 
management, and I really don’t want to.  
That is why we use a third-party claim 
administrator/risk management firm. We 
have had an eight-year “partnership” in 
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Never assume everything is hunky-dory with a trusted long-term outside supplier. Not being knowledgeable enough 
to ask pertinent questions of your supplier may lead your business off a cliff.

which we paid our fees and they managed 
our workers’ compensation claims. I ran 
my business; they managed my workers’ 
compensation claims. I paid my workers’ 
compensation premiums; they managed 
my workers’ compensation claims. I know 
nothing about claims management, adjudi-
cating, fraud, permanent partial disability, 
pension awards, and so on... I run our busi-
ness; they manage our workers’ compensa-
tion claims. Or so I thought.
What I Didn’t Know

For eight years this had been going 
on. On occasion, I would get a phone call 
advising me that my premiums were go-
ing up or that the management fees were 
going up. About once a week I would get 
an email requesting information about 
one of my injured employees and I would 
respond by filling out some highly redun-
dant claim form. Never once did I meet with 
a live person from the claims management 

company. But on it went, year after year for 
eight years. 

Except more recently, I started having 
a dialogue with a newly appointed repre-
sentative about providing light duty for an 
injured worker, to keep him or her off the 
couch at home and from milking the L&I 
claim. I’m not against light duty programs 
(I am against bogus, meaningless tasks 
that don’t add value and that are in place 
simply to flush out the malingering injured 
worker), but my clients do not want to ac-
cept an injured worker in their facility, even 
at a discounted rate; it’s not a good idea. So 
I pushed back on the claims management 
company and they stopped asking, saying 
they empathized and understood.

Then a few months ago, I got a phone 
call from the regional office telling me that 
my experience rating was terrible and that 
we might get kicked out of the insurance 
group we were part of! Even though I had 

Of the nearly 3 million nonfatal occupational 
injuries and illnesses in 2014, 2.8 million (95.1 
percent) were injuries. Among injuries, nearly 2.1 
million (75 percent) occurred in service-providing 
industries, which employed 82.4 percent of the 
private industry workforce. The remaining nearly 
700 thousand injuries (25 percent) occurred in 
goods-producing industries, which accounted for 
17.6 percent of private industry employment.*

*From the Bureau of Labor Statistics, 
  U.S. Department of Labor, 
  news release dated October 29, 2015



business expenses to establish the light duty 
program.  

n  Keeping the injured worker working 
keeps the employer in control of the claim 
and the employee. 

n  The state will also provide an employer  
tax credit, up to 50% of the employee’s 
wages, for re-employing an injured worker 
who is identified as “preferred.”

n  There is a big difference between 
claims processing (old supplier) and claims 
management (new supplier).
Here Is What We Have Done:

n  Created a light duty job description 
that can accommodate almost any injury 
and restriction.

n  Created our Safety Matters light duty 
package. This includes a letter to the treating 
physician describing our light duty program, 
along with the job description and the 
picture above.

n  Placed these “packages” at our client 
locations and asked that, if possible, the 
package be sent with the employee should 
medical attention be needed.

n  Reached out to most of the local oc-
cupational medicine clinics and educated 
them about our program. We have given 
them our packages as well.

n  Redesigned our new-hire orientation 
and training materials to include a descrip-
tion of our light duty program and the 
expectation of their agreement to comply.

n  Established a separate timekeeping 
and payroll system that can track hours and 
dollars spent on KOS and SAW for ease of 
reimbursement.

New Era HR Solutions is a locally owned, privately held 
staffing and HR consulting company with the mission 
of creating sustainable employment opportunities for 
our employees by improving the business performance 
of our clients.  

New Era HR can help you find, harness, and sustain 
the talent you need to grow your business.  We offer 
training and development services and on-site coach-
ing for leaders at all levels of the organization.  

For more information about New Era, go to our Web 
page www.NewEraHRsolutions.com and click on our 
blog to learn even more.
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no idea what the rep was talking about, I 
knew it did not sound good. I did share with 
the rep my disappointment that she was 
willing to end our eight-year partnership 
rather than try to help me. I received emails 
about the company’s risk management 
services, including loss control programs, 
and I made inquiry but got nowhere. And 
then I started seeing TV commercials from 
the state of Washington about the “Stay at 
Work” program and the “Keep on Salary” 
process.

Not wanting to be “kicked out of the 
pool” without a backup plan, I started ask-
ing around for a really good claims manage-
ment firm. I got a strong recommendation 
from a colleague that I trust completely.  I 
made the call to the new supplier and with-
in one week we were sitting down with the 
president and vice president who had done 
their homework and figured out that we 
could save over $200,000 over three years by 
following their guidance. That meeting was 
followed by a two-hour luncheon with our 
new appointed representative. We learned 
more in that two-hour lunch than we had 
after eight years with our previous supplier.
Here Is What We Have Learned:

n  The largest cost to the employer is 
when the employee receives time loss 
compensation (usually about 60% of their 
income). Avoid time loss at all costs.

n  A robust light duty program can 
provide value-added work and keep the 
employee off time loss and keep them with 
an income stream.

n  Keeping an employee On Salary (KOS) 
means that you pay his or her current wage 
until you can get all of the light duty paper-
work approved by the physician and signed 
off by the employee. This avoids time loss 
and keeps you in control of the claim from 
the very beginning.

n   The state, through the Stay At Work 
program (SAW) will reimburse the employ-
er 50% of the wages paid (up to $10,000 or 
66 days) and will also reimburse legitimate 

n  Purchased signs, chairs, computers 
to assist in building the system and these 
costs will be submitted for reimbursement.

n  Initiated a monthly claims review with 
our new supplier where we can identify 
problem cases and take action steps to 
mitigate the risks.

n  Trained our internal staff on the value 
of a light duty program, KOS, SAW, and the 
processes that we designed.

n  Partnered with our clients to assist in 
their development of light duty job descrip-
tions when they are able to accommodate 
the injured worker’s restrictions.
Here Are Some Early Results:

n  Since we have started the SAW and 
KOS program we have not had a single lost 
day due to an injury. Our overall claims are 
down significantly.

n  A highly valuable employee who sus-
tained a significant injury and cannot return 
to his regular job has been able to maintain 
his standard of living by doing a value- 
added job for our agency. At a time when 
it is hard to attract candidates for employ-
ment, our light duty job brings visibility to 
potential candidates.
Know Enough to Ask Questions

I don’t know what I don’t know. That is 
why I surround myself with those who do.  
But the lesson here is that I have to know 
enough to ask the right questions. I hope 
that this newsletter has been informational 
in two ways: (1) about the value of a light 
duty program and the KOS process, and    
(2) about the importance of trusting 
partnerships.  

If you need assistance establishing a light 
duty program, New Era would be proud to 
help your company.  ne

More information about the Washington 
State L&I Stay At Work program can be 
found here: 
http://www.lni.wa.gov/Main/StayAtWork/  


