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Hanover Manufacturers Advantage

Risk Management Performance  
Metrics for Manufacturers —  
Managing Employee Capital

Maintaining consistent and efficient throughput is crucial to any manufacturers’ bottom line. 

Unfortunately, employee accidents resulting in serious injuries or death often result in substantial 

disruptions, work slowdowns or stoppages impacting throughput. However, utilizing on-going 

risk performance metrics and, where indicated, implementing focused risk management and 

injury prevention programs and claims management initiatives, can significantly improve a  

manufacturer’s throughput.

Background
According to the Bureau of Labor Statistics 

(BLS), manufacturing poses a high risk of injury 

or death, with nearly 1 million injuries and 

greater than 300 fatalities annually.

The total cost of workplace injuries and illnesses 

is the sum of both the direct and indirect costs. 

Direct costs include workers’ compensation 

payments, medical expenses, and costs for 

legal services. Indirect costs include training 

replacement employees, accident investi-

gations and implementation of corrective 

actions, lost productivity, repairs to damaged 

equipment, and costs associated with lower 

employee morale and absenteeism.

Both the direct and indirect workplace 

injury costs impact throughput and must 

be recouped through additional profits. For 

example, if a manufacturer’s profit margin is 

5 percent, and a workplace injury results in 

$50,000 of direct and indirect cost, then an 

estimated $1,000,000 in sales is needed to 

recoup the loss.

ACCIDENT COSTS PROFIT MARGIN

3% 4% 5% 6%

$1,000 $33,000 $25,000 $20,000 $16,000

$50,000 $1,677,000 $1,250,000 $1,000,000 $838,500

$100,000 $3,333,000 $2,500,000 $2,000,000 $1,666,500

$200,000 $6,666,000 $5,000,000 $4,000,000 $3,333,000

Leading Causes of Non-fatal  

Manufacturing Injuries

• Contact with objects & equipment

• Overexertion & repetitive motion

• Falls

Leading Causes of Manufacturing Deaths

• Transportation accidents

• Contact with objects & equipment

• Falls
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Lagging Performance Metric —  
Incident Rates 
In today’s competitive marketplace, manufac-

turers look for ways to reduce cost, improve  

throughput, and gain a competitive edge. 

These companies understand that proactive  

safety and risk management programs increase  

throughput by reducing risk, preventing 

workplace injuries, and containing costs 

through aggressive claims management. 

They continually measure their performance 

on an on-going basis using a combination of 

key metrics and, when necessary, implement 

strategies for improvement. The most  

common performance measures include  

injury frequency and severity incident rates.

Incident rates are a metric that can be devel-

oped from information contained on the 

OSHA 300 Log and can be used to compare  

workplace safety performance against 

national or state averages. Incident rates are 

lagging indicators that measure manufacturers 

Injury Rates and adjust for the numbers of 

hours worked. 

Injury Incident Rate = (# Injuries x 200,000 

Hours) / Total Hours Worked

Because a common base and a specific period 

of time are involved, these incident rates —  

which can be thought of as a percentage  

of injuries per 100 employees — can help 

determine both problem areas and progress 

in preventing work-related injuries. 

Understanding Incident Rates
• Total Recordable Incident Rate (TRIR) — 

T his is calculated using the total number of 
recordable injuries or illness (Frequency) for 
the given time period. Analyzing the individ-
ual entries on the OSHA log helps manufac-

turers evaluate safety and risk management 
program effectiveness. 

• Days Away Restricted Time Incident Rate 
(DART) — This is calculated using the total 
number of injuries involving days away from 
work and days of restricted work activity. This 
rate indicates the frequency and severity of 
incidents for the given time period. It is well 
known that lost-time cases have higher work-
ers’ compensation costs and also carry higher 
indirect cost multipliers than medical-only 
injuries. Companies with more lost workday 
cases as measured by above-average DART 
rates have the most to gain from instituting 
an injury prevention program and focusing 
on injury management programs including 
early reporting, Return-To-Work and medical  
management to minimize the impact to 
throughput due to lost time injuries.

Examples of Lagging Performance Metrics

• WC Experience Mod — Measures effectiveness  
of safety and claim management programs 
based on a three year historical benchmark

• Insurance Carrier Loss Runs — Supply direct 
lost costs but don’t infer trends or establish 
benchmarks besides loss ratios

• OSHA 300 logs — The most valuable resources 
for calculating incident rates, identifying trends, 
and establishing benchmarks

Insights into Incident Rates

Look for specific injury trends or patterns in: 

• Occupation

• Department

• Repeaters

• Equipment involved

• Loss Type (Strain, Slip/
Fall, Caught In, Cut By)

• Body Part

• Employee Tenure

• Time (Day/Week/
Month)



3

HANOVER MANUFACTURERS ADVANTAGE 

The Lost Workday Rate and Job Transfer/

Restricted Duty Rates drive the overall DART 

rate. Both of these rates can provide important 

insights into injury severity and management. 

– Lost Workday Rate — If the Lost Workday 
Rate is below the Restricted Duty rate this 
is a good indication of low injury severity,  
early reporting, early intervention, available 
restricted duty, good medical manage-
ment and cooperative management.  
The reverse holds true: if rates are higher 
than Restricted Duty Rate, this can imply a 
frequency of severity, poor injury reporting, 
lack of restricted duty, or poor medical 
management. 

– Job Transfer/Restricted Duty Rate —  
The goal here is to have rates that are 
higher than the Lost Workday Rate,  
pointing towards effective Return-To-Work 
Programs.

• Review Number of Lost Workdays and 
Restricted Duty Days — It is also important  
to look at the actual number of Lost Workday 
days and the Restricted Duty days. The goal  
here is to have higher Restricted Duty Day 
averages than Lost Workday averages. 
However, climbing averages in either category 
year over year may indicate poor oversight 
of the program where injury severity remains 
an issue or injured employees are forgotten. 

Leading Performance Metrics —  
Safety Program Elements 
Designed to influence real-time outcomes, 

leading indicators provide almost immediate 

feedback on present activities. 

Leading indicators are proactive measures 

of focused activities to prevent incidents 

of a general or specific nature. Also called 

upstream measures, these metrics are pre-

loss and can help predict future performance.

For example, a high number of safety orien-

tations should help decrease the frequency 

and severity of onsite accidents. 

Developing Effective Benchmarks
Using incident rates can provide an “apples-

to-apples” comparison that can benchmark 

injury frequency and severity both internally 

and against the specific industry, down to 

the six-digit NAICS. Establishing benchmarks 

can help demonstrate the effectiveness of 

management programs and raise awareness 

of any performance gaps.

BLS also has an online calculator that makes 

it easy to compute incidence rates and com-

pare them against national or state averages 

for the specific industry.

Conclusion
The most important outcome of utilizing  

risk performance metrics is the focus on  

continuous risk improvement strategies. 

Injury prevention and claim management  

initiatives can significantly improve a  

manufacturer’s throughput, quality, risk  

management, and safety programs.

Examples of Leading Performance Metrics 

• Frequency of job safety observations

• Frequency of safety training/orientations

• Frequency of safety meetings

• Number of supervisor’s same-day completion  
of accident investigations

• Number of corrective actions addressed
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Employee Capital Risk Management Self-Assessment 
This self-assessment can help to identify risk management program gaps that may be impacting 

Total Recordable Incident Rate (TRIR) and Days Away Restricted Time Incident Rate (DART) rate 

benchmarks and overall employee injury loss cost. Focusing resources on these gaps can help 

drive risk improvement.

PRE-LOSS STR ATEGIES YES NO

Are incident rates benchmarked and 
have the common injuries resulting in 
lost time been identified?

Is there a written safety policy estab-
lishing management commitment and 
accountability for injury prevention and 
claim mitigation?

Are there established hiring practices 
and protocols, including employee 
background checks and post-offer/ 
pre-placement medical evaluations? 
 

Are there written job descriptions 
detailing essential functions for all major 
positions and are they compliant with 
the Americans with Disabilities Act  
(and amendments)?

Are loss prevention and training programs 
in place, focusing on preventing the 
common injuries resulting in lost time 
(i.e. caught-in equipment, sprain and 
strain soft tissue injuries and slip/falls)? 

Have relationships with occupational 
medical providers been established, 
with occupational medical clinics and 
doctors enrolled in the company’s 
insurance provider’s Preferred Provider 
Network?

Is there a written Return-to-Work Injury 
Management Program, including possible 
modified-duty jobs by department for 
tasks/functions that can be performed 
during transitional (modified-duty) 
periods?

TOTAL ANSWERS

POST-LOSS STR ATEGIES YES NO

Is there a written policy requiring 
employees to report all incidents and 
injuries?

Are procedures in place for reporting 
Workers’ Compensation claims to the 
insurance carrier within two (2) days of 
the occurrence?

Are protocols in place for communicat-
ing with medical provider/clinics that the 
company is committed to accommodating  
medical restrictions with modified duty, 
and explaining the Return-to-Work 
Injury Management Program?

Are first-line supervisors required to 
conduct accident investigations to  
identify the root cause of the incident? 
 

Does management review all accident 
investigations to ensure that corrective  
actions have been instituted? In addition, 
management should reinforce a safety 
culture and address gaps in safety 
management?

Are injured employees successfully 
returned to work in an established  
transitional modified-duty role, returning 
them to their full duty upon medical 
release? 

Is someone assigned responsibility for 
staying in frequent contact with the 
insurance claim adjuster and the injured 
employee during the life of an open 
claim? 

TOTAL ANSWERS

EVALUATING “TOTAL YES” RESPONSES

0–7 —  There are potential opportunities 
for improvement

8–11 — Good progress is being made 12–14 —  On the way towards  
“Best-in-Class”



SEGMENT BAND

Why The Hanover?

The Hanover is a leading Property and Casualty insurance company dedicated to achieving world-class performance.  

Our commitment is to deliver the products, services, and technology of the best national companies with the responsiveness, 

market focus, and local decision making of the best regional companies. This powerful combination has been a proven 

success since our founding in 1852, and is backed by our financial strength rating of “A” (Excellent) from A.M. Best.

The recommendation(s), advice and contents of this material are provided for informational purposes only and do not purport to address every possible legal obligation, hazard, code  
violation, loss potential or exception to good practice. The Hanover Insurance Company and its affiliates and subsidiaries (“The Hanover”) specifically disclaim any warranty or representation 
that acceptance of any recommendations or advice contained herein will make any premises, property or operation safe or in compliance with any law or regulation. Under no circumstances 
should this material or your acceptance of any recommendations or advice contained herein be construed as establishing the existence or availability of any insurance coverage with  
The Hanover. By providing this information to you, The Hanover does not assume (and specifically disclaims) any duty, undertaking or responsibility to you. The decision to accept or 
implement any recommendation(s) or advice contained in this material must be made by you.

The Hanover Insurance Company
440 Lincoln Street, Worcester, MA 01653 
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