RISK MANAGEMENT

By DAvID M. FERGUSON, CSP, REA

Managing Risk in
Today’s Downsizing Economy

oday’s business climate in the U.S. is definitely

challenging. The dizzying pace of change brought

on by plummeting sales figures and higher costs for
just about everything has resulted in a crunch on operat-
ing budgets not seen in decades.

The question of what to do about balancing business

performance in a tough market brings a plethora of both
challenges and opportunities.

SAFETY & HEALTH CHALLENGES DURING LEAN TIMES

A key cost frequently overlooked during hard times is
increased incidences of injuries due to many discernable
factors. For example:

*Employees failing to maintain proper injury preven-
tion practices.

Fear of layoffs may prevent employee self-reporting
of minor injuries. This minor injury may exacerbate into
a major injury that requires surgery and/or long-term dis-
ability.

*When job stress levels increase, mental distractions
also increase. Too often, these can lead to an increase of
avoidable injuries.

*Management may inadvertently increase risk levels
by cutting back on injury prevention programs.

*Failure to proactively manage injuries can result in a

simple first-aid case escalating in value from $100 to
$100,000.

*Employee workers’ compensation fraud. The melt-
down of many financial markets that severely damaged
employee 401K plans may well become a factor for
many employees who believe they have lost everything.
Some of those employees may develop displaced aggres-
sion and blame others for their new troubles. Those indi-
viduals affected by displaced aggression may become
distracted or reckless in the performance of their job
duties, resulting in serious or exaggerated workplace
injuries.

*Alcohol, drug use and domestic violence may
increase.

Other challenges during hard times include:

eincreased injury treatment and unemployment costs;

sunplanned expenses;

eorganizational structures that are no longer justified
in a business downturn;

stheft of business supplies, equipment and/or invento-
ry and misuse of company property and unjustified
expenditures.

SoLUTIONS FOR LEAN TIMES
Just as a company or organization expands during
prosperous times, the methods used during lean
times should be implemented on a case-by-case
basis. However, the challenge becomes more
difficult during lean times because:

equestions of what functions are necessary
may become clouded due to loyalties, friend-
ships or intra-organizational bonds;

eshifts in business status demand that
changes be made;

edeciding how to proceed toward creating a
leaner organization can paralyze even the best
companies.

When a business runs smoothly and profits
are strong, no problems exist. However, if
strategic decisions must be made, make them
and help those impacted understand why those
decisions are necessary. Employee involvement
helps organizations make better decisions.
Consider the effect and value that quality and
safety circles have made on productivity over
the years. Enormous gains have been made in
preventing costly accidents and rework by use
of these techniques.

Use of enterprise-wide risk management,
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Motorola’s six sigma and Deming’s plan-do-check-act
processes can add significant value to the process of
strategic realignment from hard times to better times. In
each of these processes, quality management principles
have shaved millions of dollars of expenses off the bot-
tom line in a variety of industries. And as priorities
change, it is critical that remaining employees know how
they will fit in and be measured against new goals and
objectives.

Determine Critical Functions
in the Organization

In addition to income-producing tasks, keep those func-
tions that directly have value and can have a positive
impact on the company’s bottom line. Saving money
through loss prevention is the same as making money.
Blanket cuts of staff across the board can have devastating
financial consequences for the organization. If the func-
tion’s value is not clear or not needed, then eliminate it.

For example, consider consolidating duplicate jobs in
different departments and keep jobs required for legal
compliance reasons, such as tax accounting and IRS
reporting requirements, EEOC compliance, injury pre-
vention, environmental compliance and other labor law
requirements. By weighing the financial risks of intend-
ed actions on a case-by-case basis, the decisions become
easier and more cost-effective to make.

Outsource Carefully
‘While some functions can be outsourced, others
should not. Outsourcing regulated compliance programs
can go very wrong. Management of these risks is a daily,
hourly effort that cannot be handed off to the lowest
bidder.

Help Employees Manage Stress

Encourage employees to talk about the real impacts of
hard times. While job losses and uncertainties are a reality
for many, the importance of having someone to talk
to about these things is critical. Supervisors, human
resources staff or employee assistance programs may help
employees to cope.

The importance of managing stress during organiza-
tional challenges cannot be overemphasized. Inadequate
communication is frequently the reason for added costs
of stress claims to the company during hard times.
Management’s involvement with employees and listen-
ing to their concerns is paramount during hard times.

Management should ask many questions. Employee
involvement can help solve many of the challenges that
businesses face in hard times. Stay positive and when it
is time to take action, do so. ©

David M. Ferguson, CSP, REA, consults directly about risk
management and environmental health and safety issues with
many companies around the country. He is also recipient of the
2007 Risk Professional of the Year Award from the San Diego
Risk and Insurance Management Society. He can be reached at
dferguson2 @san.rr.com or (858) 505-4199.
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Workplace Safety
Critical During
Business Downturns

f companies believe they will save money by

reducing or ignoring safety for their workers, cus-
tomers and communities, they are mistaken, ASSE
reports. The ongoing positive results indicate that
companies which have a strong safety culture and
continually invest in and implement effective safety
processes improve their bottom line and pro-
tect—and even enhance—their reputation. In
addition, employees stay safe and healthy reducing
healthcare, workers' compensation, training and
turnover costs, and keep customers, the communi-
ties they do business in, vendors and employees
happy. In other words, safety is good business.

“During economic down-turns, employers
seeking to cut expenses may target variable
operating costs such as travel, training and safe-
ty. Money cut from safety processes now could
have an enormous cost later,” ASSE says. “There
are better ways to protect the bottom line.”

Investing in safety pays and contributes posi-
tively to a company’s bottom line. Businesses
spend about $170 billion a year on costs associ-
ated with workplace injuries and illnesses, and
pay almost $1 billion every week to injured
employees and their medical providers. In addi-
tion, a recent study by an Australian investment
firm found that companies which do not ade-
quately manage workplace safety issues under-
perform those that do.

When considering training reductions, com-
panies must remember that some safety-related
training is driven by regulation, is time-sensitive
and cannot be delayed. Rather than cut the
training, companies can try solutions such as
online or electronic training. As ASSE cautions,
“reducing or ignoring workplace safety should
not be a strategic or budget option. The
costs—both tangible and intangible—are far
too high and hard to recoup.”

In addition, companies must show support
for their employee safety during challenging
economic times. Employee morale may be low
and employees may be carrying additional
workloads. “To maintain long-term viability, a
company must maintain a solid safety process
even through difficult times. The most suc-
cessful companies in the long term also have
the strongest safety performance,” ASSE says.


mailto:dferguson2@san.rr.com
http://www.asse.org

@NM=228 By KENNETH R. GROTE, CSP

Profits & Pitfalls
of Working Overseas

o a safety buddy just told you about a great job

overseas that has your name written all over it. You

cannot miss the opportunity or the lure of travel,
big money, adventure, working half-days and spending
the rest of the afternoon on the beach sipping a cold
drink. How could you ever pass up this opportunity?
Before you do anything, keep reading.

My wife and I have traveled to Puerto Rico, Peru,
Mexico, Guam and finally Hawaii for well-paying health
and safety jobs. In Puerto Rico, I was the environmental,
health and safety manager for ITT, which employed 80
employees at 11 facilities on four Caribbean Islands,
(Puerto Rico, Vieques, St. Thomas and St. Croix). In
Peru, I was the assistant safety manager for Bechtel on a
Royal Dutch Shell natural gas project that was cancelled
6 months after I arrived. In Mexico, I worked in Tampico
and Ciudad Del Carmen. In Guam, I was the health and
safety manager for a joint venture of three companies at
Guam Naval Station.

I moved to Oahu in March 2006 and in April 2007, he
purchased a house in Waikoloa, HI. Prior to taking the
ITT job, Kim and I studied Spanish in Costa Rica for 6
weeks after taking an early retirement package (15
years) for Southern California Edison. The idea of travel-
ing and getting paid well was appealing.

Bic MonNEy

Before accepting a job overseas, read the job offer con-
tract, then pay an attorney to read it. Remember, if it is not
in writing, you will not get it. Important issues to consider
include starting pay, retention bonus, “settling-in” allot-
ment, car expense or assignment of a company vehicle,
paid vacation, travel expenses at a quarterly, semiannual or
annual basis, travel expenses for your spouse, household
storage costs, continuing education allowance to attend a
national safety professional development conference or
seminar, 401(k) and other retirement benefits, medical
insurance and expenses to cover travel back to the U.S. in
the event of a medical emergency.

One company gave me a settling in allowance of
$3,000 in cash on my first reporting day. I moved from
Puerto Rico to Peru to Mexico and received an envelope
with $3,000 cash each time. This company also paid for all
of my household storage and for the cost to ship 1,500 Ib
of household goods to each of my duty stations.

Another company I worked for told me that all I
needed was a few suitcases for personal items. They
explained that I would be provided with a cost-free, fully
equipped condo on the beach. Several weeks after I

arrived in Guam (with no settling-in money) and had
spent more than $2,000 for a new mattress, dining room
table, television, stereo, etc., I received a statement in the
mail from my household storage agent informing me
that T owed $4,000 in costs for packaging up my house.
The monthly storage fee was $330 and that cost was
expected to increase annually. They asked me to send
them a check within 30 days for the first and last
month’s storage unit lease in addition to the $4,000. At
that point, I was $7,000 out of pocket and had not
received my first paycheck.

LivING ACCOMMODATIONS Before accepting a

& PERSONAL SAFETY .
You could find a place to live or the I b overseas, rea d

company may provide you with a fur-  fha jO b offe r con-

nished home. Some companies will

pay for both you and your spouse, tract, then pay an

while others may require that you trav- attorn ey to rea d lt
Remember, if it is not

el and work on a single status.
Local crime can also be a concern

in writing, you will

not get it.

in a foreign country. When I worked
in Lima, Peru, we had a fleet of pri-
vate drivers. They would pick me up
at the office or at my house. One
woman made the mistake of taking a
taxi back from the market to her condo and was raped by
two men whom the taxi driver had picked up at the first
stoplight.

When I was in Mexico, it was common for local
police to stop you on a routine basis for some small per-
ceived infraction. I usually received citations with fines
ranging from $20 to $50. A neighbor told me that thieves
had broken into her house. When I asked her what hap-
pened after she reported the theft to the police, she said,
“No police. They would have stolen whatever the first
thieves did not steal.”

In Peru, I had a military escort for a trip to Arequipa
due to the location of anti-government groups. Although
carjackings were common in Puerto Rico when I was
there in 1997, the only unusual experience I had was
when I was riding my bicycle to work early one morning
and a bicyclist was run over and killed right in front of
me. The police officer did not want to take a witness
statement from me because there was no “complaining
party.” T asked about the dead bicyclist and the police
officer said, “He is not complaining. He is dead. Now
move it, or [ will arrest you for interfering.” I pedaled
away fast.
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our ex-patriot group, but the first two men on the job
were assigned the trucks and had no intention of sharing.
Their management supported them and I ended up on
my bicycle.

Your project manager will probably be someone you
have never met and know nothing about. In Guam, the
first project manager for whom I worked had a Ph.D. in
engineering and understood safety management princi-
ples. The second project manager for whom I worked
did not have a clue.

When working overseas, you may be at the mercy of
the person to whom you immediately report. It can be a
great experience or you will need to stand alone with lit-
tle or no support. If you clash with the wrong manager,
you could be on the next plane home in short order.

AbvicE
Take your time before deciding to work overseas.
Talk to as many SH&E professionals as possible,
research the company for which you will work and learn
about the location’s region and culture. Take care of
business, get everything in writing and make a list of all
pros and the cons. Negotiate the job with a 30- to 60-day

Take your time
before deciding to
work overseas.
Talk to as many

HEALTHCARE
In Hawaii, you want to be on Oahu if you have a
heart attack. Your chance of survival is greater at

i . . L evaluation period. If everything is as it was promised,
SH&E p mfess'o-'l,?ls Queen’s Hospital—do not wait for a Medavac flight into p rytne 45 p
as possible, . . . you are good to go. If not, will your previous employer
research the com- Honolulu from a neighbor island. On Guam, the saying give you back your old job? ©
pany for which you a5 “the rich go to Hawaii for medical care and the poor ’

will work and learn
about the loca-
tion’s region

and culture.

go to the Philippines.” Kenneth R. Grote, CSP, is a safety manager in Waikoloa, HI.

When I was in Peru, an ex-patriot worker was crushed

between two cranes while working in the middle of the
jungle. A helicopter flew him from the middle of the jun-
gle back to the base camp in Nuevo Mundo where a
Peruvian doctor was prepared to remove his ruptured
spleen. The worker was flown for several hours on a
small jet back to Lima where a doctor at a Peruvian
army hospital saved his life.

I was hospitalized twice in Mexico with severe food
poisoning. The first time, in Tampico, I thought I was
going to die. Several bottles of IV fluid and two dedicated
nurses saved my life. My wife always coordinated her
annual medical checkups with vacation visits to California.
If you are not in good health, stay close to home.

Your CurRRENT House
If you own a house, do not sell it. Hire a property
manager and lease your house on an annual contract.
Other considerations include children (it is tough to drag
them along), elderly or sick parents, and continuing
commitments to friends and family.

WoRKING CONDITIONS

The range of work environments is all over the scale.
I have worked in a modern multistory building in Lima,
Peru, a short two-block walk from my new condo. On
the other end of the scale, I pedaled my bicycle 10 miles
to jobsites in both Mexico and Guam.

In Ciudad del Carmen, Mexico, my “office” was a
picnic table. Two new pickup trucks were assigned to
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American Consuls Can
Help Workers Abroad

U.S. consular officers located in more than 260
posts abroad can provide important help to
those working and traveling abroad. Consuls can
help Americans who are in serious legal, medical
or financial trouble, including health emergen-
cies, arrests, deaths, missing persons and destitu-
tion. For information about emergency assis-
tance, visit http://travel.state.gov/travel/tips/emer-
gencies/emergencies_1205.html#general#general.
Consular officers can also provide many non-
emergency services, including providing informa-
tion on absentee voting, selective service regis-
tration, and acquisition and loss of U.S. citizen-
ship. They can arrange for the transfer of Social
Security and other U.S. government benefits to
beneficiaries residing abroad, provide U.S. tax
forms, and notarize documents. They can also
provide information on how to obtain foreign
public documents. For information about routine
consular services performed by consuls abroad,
see http://travel.state.gov/travel/travel_1744.html.
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