
WORLD CLASS EDUCATION 
WORKERS’ COMPENSATION AND RECORDKEEPING 

Learning Objectives 
After completing this module, you will be able to 
• Explain the concept of workers’ compensation 
• Describe the evolution of workers’ compensation 
• Describe the different types of workers’ compensation claims 
• Explain the basis for workers’ compensation rates 
• Identify the basic recordkeeping requirements 

Introduction to Worker’s Compensation and Recordkeeping 

Early Workers’ Compensation Laws 

Early efforts to compensate victims of workplace accidents date back to the Code of Hammurabi. 
In modern times, efforts have been made to force employers to pay for injuries suffered by 
employees on the job. Modern efforts can be traced to Prussia, where in 1838, legislation was 
passed permitting railroad workers to collect damages for injuries they suffered on the job. In 
1884, Otto von Bismarck enacted the first workers’ compensation law for all German workers. 
Wisconsin passed the first successful workers’ compensation law in the United States in 1911. 
 
The workers’ compensation laws are designed to compensate victims of workplace accidents by 
forcing the employer to pay the workers money for injuries and time lost. Workers’ compensation 
is considered ‘‘no-fault’’ insurance. No fault is admitted on the part of either the employer or the 
employee when a claim is made. Prior to passage of these laws, the only recourse a worker had was 
to sue the employer under civil law, a form of common law. Common law is a body of unwritten 
laws based on judicial decisions of the past, as opposed to statutory law that is prepared and enacted 
by legislative bodies. In early common law suits, employers successfully utilized the following 
defenses: 
• Assumption of risk. Employees accept risks associated with the job and by doing so, forfeit any 
right to collect compensation for injuries. 
• Contributory negligence. Since the employees contributed to their own injuries, regardless of 
how little, they are not permitted to recover compensation. 
• Fellow-servant rule. The employer is not at fault because the accident was the fault of another 
employee or other employees. 
These three common law defenses were eliminated after workers’ compensation laws were enacted 
by each state. Employers accepted this legislation because in order to collect compensation, 
employees had to waive their rights to sue. Employees accepted the legislation because it 
eliminated the requirement to sue the employer in order to collect compensation. By 1948, every 
state had passed workers’ compensation legislation. When those laws were passed they were 
referred to as ‘‘workmen’s compensation’’ laws. Today, they are referred to as ‘‘workers’ 
compensation’’ laws. Prior to the passage of the workers’ compensation laws, the full cost of 
production was not borne by the employer, but instead was passed on to the employee. Rather 
than engineer a solution to a simple problem, such as providing a guard on an open sawblade, the 



employer permitted the employee to run the risk of being injured. It was cheaper to replace the 
employee than guard the machines. 
Most states prohibit the suing of businesses complying with the Act except for deliberate assaults 
and conditions so flagrantly unsafe as to make injury virtually certain. This has generally worked as 
a win/win situation. In some states, however, employees who have collected workers’ 
compensation benefits have been successfully following up with lawsuits against the employer by 
using loopholes in the laws. Following a successful suit, the employee simply repays the workers’ 
compensation fund for benefits received. This relatively recent practice is a result of sympathetic 
juries who often perceive employers and their insurance companies as bottomless sources of cash. 
Lawyers sometimes engage employees on a no-fee basis where legal expenses are only paid if the 
suit is successful. This is an attractive proposition for some employees since there are no upfront 
expenses and they may profit substantially if the suit is successful. 
This relationship violates the spirit of the workers’ compensation legislation but is a result of one 
of the inherent flaws in some state regulations. 
Modern Workers’ Compensation Laws 
When a worker is injured and stands to collect benefits, that worker must first typically undergo a 
waiting period, usually lasting from three to fourteen days. Benefits may or may not be paid 
retroactively to the first day of lost work and wages. Once the benefits begin, they are limited to 
two-thirds of the worker’s wages or capped at a given dollar amount per month depending on the 
state. Benefits extend for a limited period of time and amount to a maximum amount of money. 
Because employees off work for a period of time often suffer a decrease in their standard of living, 
litigation may appear to be an attractive option. If workers were permitted to receive benefits equal 
to their wages, however, there would be a strong incentive not to return to work. Even at two-
thirds wages, some employees may malinger in order to continue to receive benefits without 
working. 
Injuries are categorized in one of the following ways: 
• Partial: when the employee can still work but is unable to perform all duties of the job due to 
the injury, as is often the case with a broken finger or a severed toe. 
• Total: when the employee is unable to work or perform substantial duties on the job, as is often 
the case with a severe back injury or blindness. 
• Temporary: when the employee is expected to fully recover, as is the case with a broken limb or 
a sprain. 
• Permanent: when the employee will suffer the effects of the injury for life, as is the case with a 
severed limb, blindness, or permanent hearing loss. 
Specific cases are categorized as temporary partial, temporary total, permanent partial, or 
permanent total. Other categories of benefits include retraining incentive benefits for employees who 
may have specific injuries. These benefits are paid for a limited period of time to aid the injured in 
pursuing additional education or training. Vocational rehabilitation services may be offered to 
employees who are eligible for permanent total disability benefits and actively participate in a 
vocational rehabilitation program. Survivors of employees killed in industrial accidents may be 
entitled to their benefits as well. 
Even businesses with only a few employees are required to carry workers’ compensation insurance. 
Some states require companies to provide benefits even for one part-time employee. A large 
company having the appropriate financial resources to cover the anticipated losses of self-insurance 



is one of the few exceptions to the requirement of purchasing workers’ compensation insurance 
from an outside carrier. 
Who is covered by workers’ compensation? The following is an example of the coverage that 
exists in one state: 
• Every person, including a minor, whether lawfully or unlawfully employed, in the service of an 
employer 
• Every executive officer of a corporation 
• Every person in the service of the state, county, or city 
• Every person who is a member of a volunteer ambulance service, fire department, or police 
department 
• Every person who is a regularly enrolled volunteer member or trainee of the civil defense corps 
• Every person who is an active member of the National Guard 
• Every person performing service in the course of the trade, business, profession, or occupation 
of an employer at the time of injury 
• Every person regularly selling or distributing newspapers on the street or to customers at their 
homes or places of business 
• Owner(s) of a business, whether or not employing any other person to perform a service for hire 
Exemptions 
The following employees are typically exempt from the coverage of workers’ compensation: 
• Any person employed as a domestic servant in a private home 
• Any person employed for not exceeding 20 consecutive workdays in or about the private home 
of the employer 
• Any person performing services in return for aid or sustenance only, received from any religious 
or charitable organization 
• Any person employed in agriculture 
• Any person participating as a driver or passenger in a voluntary vanpool or carpool program 
while that person is on the way to or from his place of employment 
• Any person who would otherwise be covered but elects not to be covered 
If an employee is injured during a work assignment outside the state where he is employed, he is 
still eligible to collect benefits. In some states, benefits are reduced if the employee is not using the 
safety equipment required by the employer at the time of the injury. 
Premium Calculation 
Rates employers pay were historically based on the annual payroll in a given Standard Industrial 
Classification (SIC) code. SIC codes are the classifications used by the federal government for 
businesses. Companies are categorized by major industry in divisions, such as 
Agriculture, Forestry, and Fishing; Mining; Construction; Manufacturing; or Transportation. 
Within those divisions are major groups. In Division D (Manufacturing), for example, there is 
Major Group 25, ‘‘Furniture and Fixtures’’; Industry number 2511, ‘‘Wood Household Furniture, 
Except Upholstered’’; Industry number 2512, ‘‘Wood Household Furniture, Upholstered’’; and so 
forth. States still use a similar method of categorizing employers. Workers’ compensation 
premiums, or the amounts paid for the insurance, are expressed in dollars per $100 of payroll for 
companies in a given four-digit category or classification. Industries or companies in classifications 
that are considered to be higher risk because of higher numbers of injuries or deaths pay more 



than those in lower classifications or categories. The rates are published in a manual and are 
calculated as follows: 
 
Manual Premium = Payroll 

        100*Rate (based on the SIC code) 
Experience Modification 
In addition to the classification rate, companies are assigned an experience modification factor or 
mod based upon the claims activity of their specific business. It begins at one and then changes 
either upward or downward as the claims activity of the business changes. It is possible for the 
experience modification to change yearly, but it typically takes into account the past three years. 
The standard premium incorporates the mod and is calculated as follows: 
Standard Premium= Manual Premium*Experience Modification Factor 
 
Retrospective Rating 
If the mod rate is significantly higher than the manual rating, a company may request the premium 
be paid on a retrospective rating basis. Companies with strongly improving safety and health 
programs sometimes request this rating. The insurer will charge its actual costs for claims plus an 
appropriate amount for overhead. 
Self-Insured 
Employers may be self-insured if they are able to furnish to the workers’ compensation board 
satisfactory proof of their fiscal ability to directly pay the compensation and if they deposit an 
acceptable security, indemnity, or bond (Champa, 1982). Self-insurance is no insurance. 
Companies simply pay the claims themselves. Regardless of the program employers use to cover 
their workers’ compensation insurance, they ultimately pay the cost for that insurance in addition 
to overhead. Workers’ compensation is a cost of doing business that can be lowered through the 
administration of effective safety and health programs. 
Recordkeeping 
Background 
Before the Occupational Safety and Health Act of 1970, there was no centralized and systematic 
method for monitoring occupational safety and health problems. Statistics on job injuries and 
illnesses were collected by some states and by some private organizations. National figures were 
based on less-than-reliable projections. With the passage of OSHA came the first basis for 
consistent nationwide procedures, a vital requirement for gauging problems and solving them. 
Accurate injury and illness records are essential in providing information for the safety and health 
program. Injury and illness recording is a requirement under law (29 CFR 1904). The 
information maintained on forms OSHA 300, 300a, and 301 can be used to the advantage of 
the safety professional to: 
• Reveal which operations are most hazardous 
• Determine weaknesses in the safety and health program 
• Judge the effectiveness of the program by comparing it with past records or records of other 
similar plans 
• Aid in accident analysis and investigation 
• Identify the causes of occupational diseases by relating them to particular exposures, or 
processes, or both 



• Satisfy legal and insurance requirements 
Accurate records can be used to analyze illnesses and injuries so problem areas can be identified 
and corrected (NIOSH, 1979, p. 20). 
Who Must Keep Records 
Employers with 11 or more employees are subject to OSHA recordkeeping requirements as stated 
by 29 CFR 1904. They must maintain a record of occupational injuries and illnesses as they occur. 
Employers with ten or fewer employees are exempt from keeping such records unless selected by 
the Bureau of Labor Statistics (BLS) to participate in the Annual Survey of Occupational Injuries 
and Illnesses. Certain low-hazard industries are also exempt. They are, however, subject to the rest 
of the OSHA regulations applicable to their industry and jobs, and must post the OSHA poster. 
The purpose of keeping records is to permit the BLS survey material to be compiled, to help define 
high-hazard industries, and to inform employees of the status of their employer’s record. 
Forms 
OSHA 300, 300A, and 301 Forms 
Employers are required by the rule to keep injury and illness records on three forms. 
1. The OSHA 300 Log of Work-Related Injuries and Illnesses 
2. The annual OSHA 300A Summary of Work-Related Injuries and Illnesses 
3. The OSHA 301 Injury and Illness Incident Report. 
Employers are required to keep separate 300 Logs for each establishment expected to be in 
operation for one year or longer. They must use these or equivalent forms for recordable injuries 
and illnesses. Employers are permitted to use an insurance form or any form that keeps equivalent 
information instead of the OSHA 301 Incident Report. If their insurance form does not have all 
the information found on OSHA 301, they may add it as needed. 
Recordable Occupational Injuries and Illnesses 
The employer must enter each recordable injury or illness on the OSHA 300 Log and 301 
Incident Report within seven (7) calendar days of receiving information that a recordable injury or 
illness has occurred. 
For recordkeeping purposes, an injury or illness is an abnormal condition or disorder. Injuries 
include cases such as, but not limited to, a cut, fracture, sprain, or amputation. Illnesses include 
both acute and chronic illnesses, such as, but not limited to, a skin disease, respiratory disorder, or 
poisoning. Injuries and illnesses are recordable only if they are new, work-related cases that meet 
one or more of the Part 1904 recording criteria. The distinction between injury and illness is no 
longer a factor for determining which cases are recordable. 
Any work-related injuries and illnesses that result in one or more of the following must be 
recorded: 
• Death 
• Days away from work 
• Restricted work 
• Transfer to another job 
• Medical treatment beyond first aid 
• Loss of consciousness 
• Diagnosis of a significant injury or illness 
First Aid Cases 



If a case is only considered to be first aid, it does not have to be recorded. For recordkeeping 
purposes ‘‘first aid’’ means only the following treatments (any treatment not included in this list 
is not considered first aid for recordkeeping purposes): 
• Using a nonprescription medication at nonprescription strength 
• Administering tetanus immunizations 
• Cleaning, flushing, or soaking wounds on the surface of the skin 
• Using wound coverings such as bandages, Band-Aids, gauze pads, etc., or using butterfly 
bandages or Steri-Strips 
• Using hot or cold therapy 
• Using any nonrigid means of support, such as elastic bandages, wraps, nonrigid back belts, etc. 
• Using temporary immobilization devices while transporting an accident victim 
• Drilling of a fingernail or toenail to relieve pressure, or draining fluid from a blister 
• Using eye patches 
• Removing foreign bodies from the eye using only irrigation or a cotton swab 
• Removing splinters or foreign material from areas other than the eye by irrigation, tweezers, 
cotton swabs, or other simple means 
• Using finger guards 
• Using massages 
• Drinking fluids for relief of heat stress. 
For recordkeeping purposes medical treatment does not include visits to a physician or other 
licensed health care professional solely for observation or counseling; diagnostic procedures such 
as X rays and blood tests, including the administration of prescription medications used solely for 
diagnostic purposes (e.g., eyedrops to dilate pupils); or any treatment contained on the list of first 
aid treatments. 
Fatalities 
If an on-the-job accident occurs, resulting in the death of an employee or the hospitalization of 
three or more employees, all employers are required to report the accident in detail to the nearest 
OSHA office within eight hours (29 CFR 1904.8). The employer must file a report by telephone or 
in person to the OSHA area office or state plan office. A motor vehicle accident occurring on a 
public highway, not in a construction zone, does not need to be reported. 
Privacy Concern Cases 
The rule requires the employer to protect the privacy of the injured or ill employee. The employer 
must not enter an employee’s name on the OSHA 300 Log when recording a privacy concern case. 
The employer must keep a separate, confidential list of the case numbers and employee names, 
and provide it to the government on request. If the work-related injury or illness involves an 
intimate body part or the reproductive system; resulted from a sexual assault; results in mental 
illness; leads to HIV infection, hepatitis, or tuberculosis; results from needlestick and sharps 
injuries contaminated with another person’s blood or other potentially infectious material; or 
other illnesses, not injuries, if the employee independently and voluntarily requests that his or her 
name not be entered on the OSHA 300 Log, it is considered a privacy concern case. 
Posting Annual Summary Requirements 
After the end of the year, employers must review the log to verify its accuracy, summarize the 300 
Log information on the 300A summary form, and certify the summary. A company executive must 
sign the certification. The information must then be posted from February 1 to April 30. The 



employer must keep the records for five years following the calendar year covered. If the business is 
sold, records must be transferred to the new owner. 
An other-than-serious citation will normally be issued if an employer fails to post the OSHA 300A 
Summary by February or fails to certify the Summary or keep it posted for three months (until 
May). The unadjusted penalty for this violation is $1,000. A citation won’t be issued if the 
Summary would have reflected no injuries or illnesses anyway. A copy of the OSHA forms can be 
obtained from the U.S. Department of Labor or the state department of labor—OSH Division.  
In summary, OSHA places special importance on posting and recordkeeping. The compliance 
officer will inspect records the employer is required to keep, and ensure that a copy of OSHA No. 
300A is or has been posted and that the OSHA workplace poster is prominently displayed. 


