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Intro to Risk Management/Controlling Losses, Part II
Last month’s article highlighted 1. This month the topic continues with focuses 2-4:

1. Identifying and analyzing potential loss exposures.

2. Brainstorming some potential solutions.

3. Selecting and implementing the chosen solution.

4. Following up to ensure that the solution is effective.

2. Brainstorm potential solutions
Brainstorming potential solutions might just be the heart of the entire risk management process because it is
here that some of the most critical decisions must be made. And, even though these are risk management
techniques, keep in mind that some of these techniques can be used by safety managers as well. There are four
primary ways to prevent losses in any workplace; these include avoiding the exposure, incorporating effective
loss prevention and loss reduction techniques, segregating the loss exposures, and transferring the risk of the
exposure to someone else. Avoiding potential exposures: Avoiding potential exposures can be accomplished in
two ways: by choosing not to become involved in a particular activity, or to cease a particular activity. For
example, let’s assume that your company is considering expanding its construction operations by purchasing a
quarry, then performing blasting operations to acquire crushed rock for roads. Further examination might reveal
that no crew members have experience with blasting, making the risk for injury potentially astronomical. For this
reason alone, you may decide not to undertake this new operation. But what if you’re already involved with
blasting operations and personnel are continually getting hurt. One option may be to better train those involved
with the blasting, hopefully reducing the number of injuries. Or, you might determine that the risks are far
greater than the revenues experienced, thereby deciding to discontinue blasting operations all together, or
subcontracting the job to some other company. Loss prevention and loss reduction: Loss prevention incorporates
pre–loss strategies, which reduce the frequency of workplace accidents and injuries. For example, providing
personal protective equipment (PPE) and then training workers in its proper use is a form of loss prevention. By
using the correct type of PPE for the job, we help reduce the frequency of workplace injuries, or possibly
eliminate them altogether. In contrast to loss prevention, loss reduction is a post–loss strategy that assumes that
an accident has already occurred, but seeks to reduce the severity of that injury. Training workers in first aid is
one example of a loss reduction technique because the sooner first aid is applied to an injured worker, the less
severe the injury is likely to be. Segregation of loss exposures: There are two ways to segregate loss exposures:
separation and duplication. Separation does just what it implies; it separates assets in such a way that damage to
some of the assets will not render your company helpless. For instance, let’s say that your company is the chief
supplier of raw lumber to a local furniture manufacturer. If fire destroys your warehouse, not only are you out of
business because you are unable to supply the necessary raw materials, the furniture manufacturer will not be
able to manufacture furniture until they are able to find another supplier. In this case, your company could
practice segregation by owning two warehouses, dividing the raw materials between the two. This way, if
warehouse number one is destroyed, raw materials can still be supplied from warehouse number two. This
enables your company to stay in business while the other warehouse is replaced. Duplication is also self-
explanatory, and simply refers to duplicating critical machine parts or data, then storing the extra parts or backup

computer disks at an off–site location. Transfer of risk: The final risk control method involves physically
transferring the risk of completing some task to someone else, as in the blasting operations example. The
transfer of risk is accomplished through some type of business contract, which essentially transfers the
risk and liability of the activity from one entity to another.
continued on back



Texas’ Closed Formulary Is
Lowering Workers’ Comp Costs
TDI’s recent analysis shows that the Texas pharmacy closed formulary is

lowering costs and reducing the use of opioids in the workers’ compensation system.
“Other states are interested in the success we’re having in Texas,” said the Workers’ Compensation

Commissioner. “We’re hopeful the closed formulary will continue to be a meaningful tool to reduce costs and
decrease the use of drugs that may affect an employee’s ability to return to work.” Texas’ closed formulary
requires prior approval before a doctor can prescribe certain drugs, also known as N drugs. These include 25
brands of opioid pain relievers, muscle relaxants, antidepressants, and cannabinoids. TDI’s analysis of pharmacy data
before and after the closed formulary went into effect found that total drug costs fell 15%, costs for drugs that are
not recommended (so called N drugs) fell by 80%, prescriptions for opioids on the N-drug list dropped 81% and the
use of other opioids fell by 8%.

Continuing the series
Options for Getting Paid,

our last topic is the stop
payment notice. This notice

to the party paying for a
work of improvement forces the lender or
owner of the project to withhold the
amount claimed in the notice from the
general contractor until payment is made
to lower-tiered individuals.

Pros: Not limited, can be used on public or
private projects. Trap funds, not property-
useful when property itself is not valuable
enough to file mechanics lien.

Cons: Only available in some states: CA,
AK, AZ and NM. Only effective for money
that is still in the owner or lender’s control
and filed before payment has been made.
Only affects funds of the project, which

could mean less leverage.
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SigCom National Time Fire Alarm Pull Stations
Failure to Alert Consumers
www.natsco.net or www.sigcom.com

Porta Residential Elevators
Serious Fall Hazard
www.emiporta.com

John Deere Lawn & Garden Tractors
Laceration Hazard
www.deere.com

SpeeCo Fence Wire Stretchers
Laceration Hazard
www.speeco.com

Kohler Power Systems Portable Generators
Shock Hazard
power.kohler.com

Flos Pendant Light Fixtures
Risk of Injury
www.flos.com

Brown Jordan Services Swivel Patio Chairs
Fall Hazard
www.bjsoutdoor.com
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3. Select and implement the solution
It is difficult to make a lot of changes to a business at one time; improvements are more manageable if they are assigned
a level of importance, and completed in a logical order. Priorities for correcting identified safety and health dangers can
be established on the basis of severity of the danger, the probability of injury and illness, the time needed for correction,
and the required amount of employee training. A criterion for prioritizing corrective activities can be derived from the
results of the safety and health survey or audit, a review of your company’s injury and illness records and available time
and resources. The implementation of the action plan begins with the action step that has been assigned the highest
priority. Open communication with employees is crucial to the success of the plan, and their cooperation depends on
their understanding of what the safety and health system is all about, why it is important to them, and how it affects
their work.

4. Follow-up
Any good management system requires a periodic review to ensure that the system is operating as intended. Every so
often, examine each element in your safety and health system to determine what is working well, and what areas need
improvement. Identifying necessary improvements provides the basis for new safety and health objectives for the
coming year, and developing and implementing new action plans for those improvements will ensure continued progress
toward an effective safety and health system. That, in turn, will reduce safety and health risks, and should help increase
your company’s level of efficiency and overall profitability. Remember, an effective safety and health system is really a
plan that is put into practice. The system can be kept on track by periodically checking its progress.

We at Catto & Catto LLP are eager to assist you in managing your total cost of risk through the Catto & Catto Experience.
Please feel free to call us. We are here to assist you in your risk management and safety needs.
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