
Risk Assessment of Layoffs
We reside in a world of economic uncertainty. Global markets and industries have seen 
the largest economic downturn in 25 years. We have seen that the collapse of one indus-
try or one market has a domino effect on the collapse of other industries and markets.

Many businesses have been affected by the lack of consumer confi dence and spending. 
The hardest hit have been small businesses that did not have the capital to survive this 
economic tsunami. Analysts have determined that many more businesses will downsize 
or close in the next year as the recession is expected to last into the year 2010.

Now more then ever, employers must have sound business practices and risk manage-
ment procedures to avoid post-termination and escalation claims. During past reces-
sions, businesses have cut Safety and Loss Control expenses to save money. Instead, 
business should have a heightened level of attention and be prepared to deal with sec-
ondary incentives that might drive up the number and costs of claims. 

Although current trends seem to suggest claim counts have decreased in the past year, 
the consensus is that many employees are not reporting minor claims for fear of being 
laid off or not being accommodated with work restrictions. However, that in itself poses 
future risks that employees may fi le claims as soon as they realize they are about to be 
laid off or when their unemployment benefi ts cease. For these employees, it’s a matter of 
economic survival. They know that Workers Compensation Benefi ts can last for several 
years while Unemployment Benefi ts only last several months.

What follows are some guidelines to assist you with worksite closings and lay offs in the com-
ing months. Some of these guidelines may not apply to your particular business, but sadly, 
they apply to most. The guidelines are designed to assist you in starting a dialogue within your 
company about steps to take to reduce both your frequency and severity of claims. 

Consider the following points when utilizing layoff strategies:

• Establish Purpose for the Layoff: Establish and document what the fi scal incentives are 
for a layoff. Documenting the incentives or purpose will establish guidelines that are 
less likely to confl ict with employment discrimination and other laws. 

• Objective Selection is Critical: Selection of the employees targeted for a layoff must be 
guided by the documented business purpose in order to avoid bias. In order to mini-
mize or avoid the risk of employee lawsuits, the selection criteria must not only be free 
from bias, but must also be applied consistently. 

• Consult Legal Counsel: We strongly recommend that counsel with expertise in employ-
ment law be retained by all employers that are considering restructuring, downsizing or 
laying off personnel.
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Worksite Closing/Layoff Strategies
Below are a few guidelines that will hopefully start a conversation within your organization of steps to take if you are considering 
layoffs. I would like to thank Barbara Galluppi with AJG for sharing these with us.

It is suggested that a core team of key personnel be 
identifi ed, including:

• Labor Relations

• Legal Counsel

• Broker

• Loss Control/Safety

• Risk Management

• Senior Management

• Artex Claims Advocate

• Carrier or TPA representative

• Outplacement Services

Responsibilities of core team:

• Storage of all records and mechanism for access after 
worksite closing/layoff

• Personnel Files

• Payroll Records

• Medical Records

• Job Description, Video Tapes, Photographs

• OSHA Inspections, Safety Committee Records, Loss 
Control Records

• Unemployment Records, etc.

• Identifi cation of contact person for securing information

• Develop job analysis for all tasks at the worksite. These 
analyses should outline the occupational exposures, the 
material handling requirements and the repetitive tasks 
associated with each job.

• Depending on the type of claims expected, a detailed 
diagram of the worksite location should be obtained. 
Anticipate the most likely issues and concerns, such as 
repetitive injuries, occupational injuries/illnesses, hazard-
ous exposures, etc… Consider videos or photographs of 
the worksite.

• Discuss with legal counsel the advantages or disadvan-
tages of exit interviews and utilization of employees sign-
ing a Workers Compensation Release Form.

• If applicable, conduct fi nal industrial hygiene surveys fo-
cusing on the types of exposures you would expect from 

the worksite, e.g. gas, noise, dust and chemical expo-
sures. It is suggested that surveys only be obtained if you 
were sampling on a regular basis, as you may identify ex-
posure that you didn’t know existed.

• Worksite inspection:

• Documentation of the layout with videos of the job ac-
tivities being performed

• Review current open work-related claims, both indem-
nity and medical only. Identify all transitional-duty em-
ployees or employees currently temporarily and totally 
disabled. Develop plans of actions to settle or close 
these claims.

• Arrange for exit medical examinations, if applicable or 
allowed in your state.

• If exit medical examinations are performed, the follow-
ing summary of information should be provided to the 
medical provider prior to the examination.

• Date of Birth

• Length of Service

• Job Function Evaluation with Photographs

• Various Jobs Held and Job Functions

• All Pertinent Data (i.e., Smoking History, Military His-
tory, Post-Employment Physical and Prior Job Infor-
mation from Human Resource Records) Consult with 
legal counsel prior to releasing records.

• List Prior Injuries or Illnesses, together with Dates of 
Occurrence and Lengths of Disability for each.

Labor relations (Human Resources) should look toward 
developing programs to:

• Consider the transferring of employees to any other work-
site locations, engaging the services of an outplacement 
counseling fi rm or holding a job fair.

• Identify the person, with address and phone number, who 
has direct access to personnel and payroll records.

• Obtain a list of supervisory personnel with address, tele-
phone number, job title, department, dates of employment.

• Identify party who will be responsible for taking injury reports, 
after layoff/worksite closing and be the claims contact. 
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Worksite Closing/Layoff Strategies
Employers should consider getting signed statements from employees upon their termination or layoff. Below you will fi nd 
sample statements you may want to use in both English and Spanish. 

CAUTION – While you will ensure that some employees were not injured at the time of the layoff or worksite closing, you run 
the risk of identifying an injury, illness or exposure that had gone undetected until that point. However, reported claims can be 
controlled and managed verses unreported claims.

WORKERS COMPENSATION
Statement of Injury or Illness

An accurate employment history is important. Please inform 
us if you have not yet reported an accident, injury or illness 
related to your employment with us. Failure to report a Work-
ers’ Compensation claim in a timely manner, as required by 
statute, may result in a denial of benefi ts.

Company policy requires employees to promptly report ac-
cidents and injuries sustained as a result of employment. We 
endeavor to see that you receive the benefi ts to which you 
are entitled and to keep you from becoming personally re-
sponsible for bills and expenses for illnesses or injuries sus-
tained in the course and scope of your employment with us.

Please check the appropriate box below:

[  ] No, I have not sustained a work-related injury or illness 
that has not yet been reported.

[  ] Yes, I have a work-related injury or illness to report now 
that has not been previously reported.

Signed by employee on  ______________________________.

Signature ___________________________________________.

SEGURO  POR  COMPENSACIÓN  
DE TRABAJADORES

Declaración de Enfermedad 
o Accidente

Un historial de empleo detallado y exacto es muy impor-
tante. Ud. necesita y debe informarnos si ha sufrido acci-
dente, lesión o enfermedad motivados por su actividad lab-
oral en nuestra empresa. Si Ud. no reclama compensación 
dentro de los plazos determinados por las normas y estatu-
tos de nuestra compañía, podría perder sus benefi cios. 

Nuestra empresa requiere que los empleados hagan un 
informe sobre cualquier accidente o enfermedad causa-
dos por actividad laboral. Estamos interesados en que Ud. 
reciba los benefi cios que le corresponden. Asimismo de-
seamos evitar que Ud. tenga gastos ocasionados por el de-
sarrollo de su trabajo en nuestra empresa.

Por favor, más abajo indique con una cruz el caso o situ-
ación que a Ud. le corresponde:

[  ] No, no he sufrido ningún accidente o enfermedad lab-
oral que no haya sido notifi cada o comunicada.

[  ] Sí, he sufrido una enfermedad o accidente  laboral que 
no ha sido anteriormente notifi cado.     

Fecha  de  la  fi rma  del  empleado _______________________.

Firma ______________________________________________.
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The Cost of Lag Time
Glen-Roberts Pitruzzello, ACAS, an actuary and pricing 
analyst with The Hartford Financial Services Group, pub-
lished a study on the cost of timely claims reporting for the 
National Council on Compensation Insurance (NCCI).  If a 
better study exists I have yet to fi nd it.

His study analyzed 53,000 claims. The most profound 
fi nding is best explained with a quotation from his report, 
“Claims reported two weeks after an occurrence had aver-
age settlement values 18 percent higher than those report-
ed in the fi rst week. Claims reported in the third and fourth 
week after the occurrence had average settlement values 
approximately 30 percent greater than those reported in the 
fi rst week. Claims reported after one month of occurrence 
had 45 percent higher average settlement values.”

Some additional Findings are listed below.

Back injuries as a whole cost 35% more if not reported with-
in the fi rst week of occurrences.

1. Strains and Sprains cost 13% more if not reported 
within one week.

2. Carpal Tunnel Injuries cost 11% more if not reported 
within one week.

3. “All Other” claims that do not fall within the above class 
of injuries cost 28% more if not reported within one week.

4. Late reporting is also is directly correlated with increased 
litigation. Only 22% of claims reported within the fi rst 10 
days are litigated compared to 47% when the claim is 
reported more than 31 days after the occurrence.

It’s clear that this study shows that prompt claim reporting 
saves money. If that is the case, why are employers still not 
reporting claims timely?  Perhaps they never saw this study 
or they have not been informed on the importance of timely 
claims reporting. The ideal time frame to report claims is 
within 24 hours. 

To view a complete copy of the study by Mr. Pitruzzello use 
the link below.

http://www.qbe.com/australia/wc/pdf/EarlyRepHartford.pdf

Report Only-First Aid Claims
Can Save Lots of Headaches
It frequently makes sense for employers to handle minor in-
juries by paying for First Aid claims. Certain jurisdictions per-
mit the employer to pay medical bills directly for treatment 
that is one time non-reoccurring. These injuries generally re-
solve with no additional care and no loss time. The problem 
comes when additional follow-up treatment is needed and 
the claim has not been fi led and the State bureau is un-
able to fi nd a record of the claim. In those cases, substantial 
fi nes may be levied by the State against the employer. The 
solution is simple, fi le all First Aid claims as Notice Only. 

Notice Only Claims allow the employer to create a record that 
is refl ected at the State, but will not be refl ected in the Ex-
perience Mod calculation or other loss records. If the claim 
escalates to additional treatment the TPA can easily convert 
the Notice Only to a Medical or Indemnity fi le as needed. 

In these tough economic times workers’ behavior and in-
centive to escalate a claim occasionally turn what appears 
to be a minor injury into a messy, often litigated, claim. In a 
lay off situation the employer may not become aware that a 
worker has attempted to seek additional treatment until they 
are served with legal documents. In these cases the State 
board is often put on notice by the plaintiff attorney before 
the employer. When this occurs the State will attempt to 
locate the Carrier and a copy of the Report Of Injury. If no 
Report has been made, then the State is entitled to fi ne the 
employer, sometimes on a daily basis, for failure to report 
an injury. 

Notice Only claims make sense and can save you a lot of 
headaches.
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