The Prize Predicament

Federal regulators concerned about underreporting of injuries take a long hard look at incentive programs. Does ‘paying’ for safety help produce safer sites?
By Bruce Buckley, Engineering News-Record 08/11/2010 

Lonnie Schock learned long ago that safety can’t be bought. A decade ago, while working as a safety professional on a job in Oregon for Intel, he got a tough lesson in how incentive programs intended to lower incident rates actually can unravel a project’s safety culture. The company used a popular lottery system, seen on many construction sites over the years, in which workers who reported solid safety statistics earned chances to win a new pickup truck; anyone injured on the job was ineligible for the prize. Workers driving to the jobsite saw the truck parked in front of the project’s gates, reminding them of the possible payoff.

At the end of the project, the workers were gathered together and a random name was drawn. The winner chuckled as he gave a brief acceptance speech: “I can’t believe I won this. I broke my foot four months ago and hid it so I would still have a chance to win this. Good thing I did,” Schock recalls him saying.

Schock, now a consulting manager with JMJ Associates, a safety consultant in Austin, Texas, says the lesson was clear: If you want to work the system, cover up recordable incidents. “Talk about the ultimate driver of bad behavior,” he says. “Those [who] were following safe practices felt cheated. The takeaway wasn’t about how to have a safe worksite, but it was about how not to follow safety procedures. It was a worst-case scenario come true.”

Similar stories of well-intentioned safety incentive programs gone wrong have raised red flags within the U.S. Occupational Safety and Health Administration for a long time. For years, OSHA has warned against incentive programs, particularly those that it deemed could promote underreporting. While banning incentive programs is an idea that has percolated for some time, the agency now appears poised to take its strongest stance against them.

At industry forums around the country this year, David Michaels, assistant secretary of labor for OSHA, has shared his concerns about underreporting and how incentive programs could contribute to the problem or cover it up. Recent agency research suggests underreporting across all industries is rampant. A 2007 study of traumatic injury rates in Michigan showed that although 170 work-related incidents in all industries were reported to OSHA, surveys of emergency-room statistics revealed roughly 800 such incidents occurred.

Against that backdrop, Michaels focuses a critical eye on incentives tied to lowering injury rates. At a June meeting of the Construction Users Round Table, he talked about jobsites at which construction-company executives threatened employees who reported injuries and other jobsites at which workers pressured their peers not to report injuries so they could earn free pizza at week’s end.

With a note of apparent irony, Michaels says, “That’s going to be very effective in discouraging people from reporting injuries. We see more and more of that, and we think it’s a bad idea. … If someone reports an injury and they are told they can’t have that piece of pizza because they report that injury, that’s a violation of the 11c clause of the OSHA act. We take that very seriously.”

Michaels’ comments echo those of other OSHA officials. In November, Jordan Barab, deputy assistant secretary of labor for OSHA, told attendees at a Voluntary Protection Programs Participants’ Association National Board of Directors meeting in Washington, D.C., that the agency will scrutinize incentive programs that discourage workers from reporting injuries and illnesses. These programs may discipline workers who are injured or institute safety competitions that penalize workers when someone reports an injury or illness. “Let me be absolutely clear,” Michaels said. “It’s one thing to reward workers for doing their jobs safely, but OSHA will not tolerate programs that discourage workers and managers from reporting injuries and illnesses.”

Launched in October, OSHA’s new National Emphasis Program on record-keeping includes a section that questions incentive programs, specifically addressing cases in which “prizes, rewards or bonuses to supervisors or managers … are linked to the number of injuries or illnesses recorded on the OSHA log.”

OSHA’s strong stance on incentives comes at a time when the agency and the Obama Administration are stepping up enforcement efforts. Some in Congress also want stronger enforcement. The Protecting America’s Workers Act, introduced last year by Rep. Lynn Woolsey (D-Calif.), includes a provision that would “prohibit the adoption or implementation of policies or practices by the employer that discourage the reporting of work-related injuries or illnesses by any employee or in any manner discriminate or provide for adverse action against any employee for reporting a work-related injury or illness.” Two hearings were held in the House Subcommittee on Health, Employment, Labor and Pensions in the spring, but there has been no further action since.

“There are bad apples out there, but OSHA takes the stance that we are all bad apples. I don’t agree with that. There area lot of good companies … who have their heart in the right place. They care about safety. It’s not just about numbers.”

— Kristi Barber, vice president, GBA Inc., a Rapid City, S.D., contractore

Although the OSHA campaign specifically targets incentive programs based on lowering recordable incidents, the definition remains fuzzy for many in the industry. While many safety professionals are opposed to programs based on lagging indicators, such as injury rates, others focus on leading indicators, such as injury prevention, with the ultimate goal of lowering injury rates.

Still, OSHA’s recent actions are having a chilling effect. Billy Miller, assistant vice president of risk engineering for Zurich Services Corp., Schaumburg, Ill., says the company advocates well-designed incentive programs that promote prevention. He sees many top companies using some form of incentives effectively. However, he recognizes there are risks as well.

“We’ve seen where these can be misused,” he says. “We ask those [companies] that put incentive programs in place to be vigilant to help any program keep people from suppressing claims.”

But for some companies the risk may be too high. At a recent safety conference with more than 150 safety professionals, the topic of incentive programs was energetically debated, Miller says.

“A lot of people said they wouldn’t put a lot of energy into defending their incentive programs [to OSHA], and they would discontinue them,” he says. “They were worried they would get caught up in a government dragnet. [Roughly 60%] said they have a [safety incentive] program and it works well, so they would maintain it the way they have and keep the performance they have today.”

Chris Williams, safety director at Associated Builders and Contractors, says he sees many contractors using incentive programs effectively and that ABC would come out against any ban of incentive programs. “We see these as incentives to practice good behavior,” he adds. “Contractors should benefit...from having their own models. … I [would] venture to guess that the industry as a whole over the last 10 to 20 years has developed more proactive 
The movement against incentives flies in the face of compelling statistics that favor such programs. Vendors that sell safety incentive programs tout the success seen by their clients. Safety Jackpot, a program offered by Peavey Performance Systems, Kansas City, Mo., claims that its construction clients realize an average accident reduction of 57%. The program provides its clients with scratch-off “game cards” that can be handed out to employees in recognition of meeting safety goals. The cards carry points that can be redeemed for merchandise from a Safety Jackpot catalog.

The Upside of Incentives

Broader research strengthens the case. A 2004 study by Paul Goodrum and Manish Gangwar of the University of Kentucky’s College of Civil Engineering suggests that, on average, companies with an incentive program see improved safety results, while those that don’t are more likely to falter.

Over a three-year period, the study found that companies with an incentive program reported that workday incidence rates dropped by 44.16%. By comparison, those without such programs saw a 41.84% increase during that same period. The study also concluded that companies with incentive programs saw better improvement in recordable OSHA incident rates than those without programs.

Damian Lang, CEO of Lang Masonry, Waterford, Ohio, credits incentive programs with cleaning up his firm’s safety record following two bad accidents that occurred in the early 1990s. The company uses a system that rewards people in the field as well as management. At the end of each quarter, craftspersons can earn up to $100 each, as long as they have minimized accidents and there are no OSHA fines. Each violation reduces the reward. 

Workers are monitored by safety committee members, who are fellow craftspersons. Committee members earn up to $300, if there are no OSHA fines and the firm’s safety manager doesn’t find violations. The safety manager also is eligible for a cash incentive. If OSHA levees a fine, 10% of the amount is reduced from the manager’s incentive. “Everyone has a stake in making sure that nothing happens on that jobsite,” Lang says.

Lang credits the program with helping his company avoid any serious accidents in more than 15 years. Lang sees incentives as a win-win situation in which the company realizes positive safety results and employees get needed recognition for their actions. “Without an incentive plan, if someone on-site does something unsafe, nobody cares. With an incentive, if someone does something unsafe, the other guys will say, ‘I don’t want you to get hurt. If you do, it affects our incentive.’ ”

“The problem with incentives is that people find the shortest path between where they are now and achieving theincentive. That’s not necessarily the path we want themto take. Are they doing what you ask because of the rewardor because they know it’s the right thing to do?” 

— Ron Prichard, president, Arcanum Professional Services, Plainfield, Ind.

Other firms say such programs are not needed to improve safety. Harvey Hammock, vice president of safety at Integrated Electrical Services Inc., an electrical and communications contractor based in Houston, says he does not favor “paying someone for not hurting themselves.” Instead, the company promotes safety by pushing the fact that unsafe practices affect other workers and their families. Further, managers are motivated to make sure the message is received. Although the company eschews incentives for craftspersons, compensation for branch managers can be affected significantly by poor safety performance. 

The results have been dramatic for Integrated Electrical. In 2000, the company’s total recordable incident rate was 9.732, well above the national average of 6.3. Today, that rate is 0.62. 

Other companies see merit in incentive programs that are focused on leading indicators. Kristi Barber, vice president at GBA Inc., a Rapid City, S.D.-based contractor that averages $12 million in annual revenue, says incentive programs have helped the company reduce its experience modification rate, or EMR, and lower incident rates as well as medical expenses since it began the program in 2000. The firm favors rewards based on leading indicators, giving out tools as door prizes at safety talks and handing out gift cards to workers who report near misses. 

Despite OSHA’s recent scrutiny of incentive programs, Barber credits incentives with reinforcing her company’s safety culture. “There are bad apples out there, and OSHA takes the stance that we are all bad apples,” she says. “I don’t agree with that. There are a lot of good companies out there who have their heart in the right place. They care about their safety. It’s not just about the numbers.”

A much bigger company, DPR Construction, Redwood City, Calif., takes a mixed approach to incentives. Health and safety director Rodney Spencley says that, until 10 years ago, the company focused its incentives on injury rates, but now its primary efforts are geared toward rewarding actions that help prevent injuries.

Still, the company has not abandoned the concept of rewarding positive results. On some projects, the company holds barbeques to recognize outstanding safety leadership. Last year, the company recognized one of its craftsmen, Troy Metcalfe, for working 40,000 injury-free hours—the equivalent of 17 years. As a thank you, he was given 10,000 shares from DPR’s employee stock program. In 2004, Metcalfe received a Ford F-150 truck in recognition of achieving 30,000 injury-free hours.

“Troy is actively engaged in the safety culture,” Spencley says. “He supports the culture. … He’s a great role model.”

The concepts behind incentive theory run deep in the business world. Compensation packages based on performance factors are commonplace on Wall Street and in many industries. The promise of a paycheck motivates staff to go to work, but an incentive that is based on specific goals can sharpen an employee’s focus and accelerate output. When it comes to safety, however, some experts warn that tying an external motivator, such as money, to a concept that should be instinctual— such as protecting oneself—can be dangerous. 

Ron Prichard, president of Arcanum Professional Services, a safety and management consulting firm in Plainfield, Ind., says safety programs are attractive to employers because they offer a “feel good” approach. “People do these programs ...because it’s easy and it looks like it has a positive impact,” he says. “Psychologically, the problem with incentives is that the people find the shortest path between where they are now and achieving the incentive. That’s not necessarily the path we want them to take.”
The goal behind a good safety program is to instill a strong safety culture within a company, and Prichard says that too often employees fail to make that connection with incentives. “You can see that as a parent or even a pet owner,” he adds. “Are they doing what you ask because of the reward or because they know it’s the right thing to do?”

The structure of programs can have an effect on motivation. Some programs that focus on recognizing individual behavior often come in the form of small rewards such as $5 gift cards. But if employees believe management is biased, employees can take a negative view of this approach, Prichard warns. “It can breed jealousy,” he says. “[The person] thinks, ‘That guy always gets the gift cards because he’s the boss’s favorite.’ ”

Some companies try to up the ante by pooling their resources together into a lottery-type system, such as a drawing for a grand prize like a truck or a big-screen TV. Prichard warns that these types of programs can be among the least effective because the person with the best safety performance is not guaranteed to win.

Pernicious Pressure

Incentive programs associated with peer pressure can be the most pernicious and often are eyeballed by OSHA. If the incentive is linked to the performance of an entire team, each team member has the potential to negatively influence behavior in order to get the reward. From OSHA’s view, this can lead to underreporting, ranging from a coworker telling someone not to report an injury because it would jeopardize the free Friday pizza to a manager pushing employees to reduce injury reporting because the results are tied to compensation.

“Let me be absolutely clear: It’s one thing to reward workers for doing their jobs safely, but OSHA will not tolerate programs that discourage workers and managers from reporting injuries and illnesses.” 

— Jordan Barab, deputy assistant secretary for OSHA

Cory Hall, logistics safety manager for Kansas City-based J.E. Dunn Construction, says he is not convinced incentive programs have value. When accidents do occur, he says, incentives can make the situation worse.

“On a lot of large projects, you have a revolving-door workforce where a guy may only be there one day,” he says. “If that guy comes in and causes an accident, he ruins [the incentive goals] for the ones who went 14 months without an accident. The workers are upset, and that investment didn’t pay off.”

Prichard argues that the success rate of some incentive programs may not be based on the rewards at all. If employees know management is actively tracking injury rates, that awareness alone can be enough motivation.

Rick Raef, a safety consultant with Willis Group Holdings, San Francisco, says he once favored incentive programs, but has since concluded that rewards don’t drive safety.

One of Raef’s clients scrapped its incentive program and instead pushed for more accountability in the form of more management reviews, focusing on near misses and anonymous reporting. As a result, its loss ratio improved, and workers felt freer to be honest about near misses.

Raef sees “construction bosses struggle in their heart” about incentives because they want to recognize good people and reward them, but there is always the risk of unintended consequences. “The unfortunate fact is, they have done more harm than good.”

Bill Ahal, president of Ahal Preconstruction Services, Baldwin, Mo., and chairman of the Associated General Contractors’ National Safety Health Committee, says that while many AGC members have found safety incentive programs can be effective, in some cases they may not be necessary. “Why would we give someone a reward for coming to work everyday and doing what is expected of them?” 

