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SUMMARY

The factors that influence the decisions firms make to manage hazards in the workplace are
studied using survey data collected from 2,000 members of the National Federation Of Independent
Business. These factors include incentives created by the existing regulatory and liability systems
such as OSHA and workers’ compensation insurance, and internal characteristics specific to the firm
such as organizational structure, firm size, and industry risk levels.

A simple economic model of the decision making process firms use to manage hazards is
developed to structure the survey data collected from firms of various sizes in high and low risk
industries. The model classifies the factors that affect hazard management decisions into two groups:
1) external incentives for hazard management such as OSHA and the workers’ compensation system,
and 2) internal characteristics of the firm such as the costs of injuries and iliness to the firm, the
capabilities of the firm to manage hazards, and management attitudes regarding hazards.

A set of research hypotheses regarding the relative effects of hazard abatement incentives along
the firm size continuum are developed. The analysis of the internal structure of the firm suggests
that the likelihood of hazard abatement actions increases with firm size and industry risk level as a
consequence of increases in the benefits and decreases in the costs of hazard abatement. The analysis
of the external incentives also suggests that hazard abatement increases generally with firm size and

industry risk levels.

These hypotheses are tested using descriptive/tabular analysis and multiple regression analysis
of the determinants of hazard abatement actions. The results of the descriptive and regression analysis
support many of the research hypotheses. In particular, the prediction that the likelihood of hazard
abatement actions increases with firm size and industry risk levels is strongly supported by the survey
responses. The significance and magnitude of the substantive variables in the regression model
support the hypothesis that firm size variation in abatement actions is due to differencesin the internal
characteristics of the firm and differences in the external incentives for hazard abatement across the

firm size continuum.

Finally, the research results are applied to several proposed changes in workers’ compensation
and OSHA policies.
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