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During a Webinar on Developing a Safety Culture presented by Don Osterberg1, Don made the
following comment: “Safety can be viewed through both a moral lens and an economic lens. In the
end, the view is the same.”
The recently released study on the Impact of Nuclear Verdicts on the trucking industry points out
that the industry is facing some huge headwinds this year and next as insurance carriers adjust
premiums to accommodate these huge financial awards. To mitigate the coming increases in
premiums, and in some cases to even get a renewal, Michael Nischan (VP EPIC Insurance Brokers)
recommended that companies become obsessed with safety2. That raises concern that costs are
going to increase as the industry adopts new safety technologies.
The goal of this paper is to illustrate in quantitative terms that the feared increases in costs related
to safety will instead, result in improved profitability. The first step in our analysis was to gather
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published financial data from publicly traded trucking companies in the US. The companies used in
the analysis have trucking as their core activity. There are some companies in the sample that have
other revenue streams (multi-modal for example) but for the purpose of this analysis the main
activity is transportation, and the primary costs for claims and insurance are related to the trucking
activity.
The chart above, drawn from 2018 annual reports, shows the companies in our sample arranged by
Net Income as a percentage of Revenue increasing from left to right.
We then examined the cost of claims and insurance premiums for each company in the sample
taking the costs from their annual reports. (Note that the items contained in this expense category
may vary between companies.) Since insurance & claims cost is a small cost in comparison to fuel
and salaries, the insurance and claims costs were compared to net income. Thus, the authors
calculated and plotted the insurance and claims cost as a percentage of net income. Plotted on the
same chart, the results are as follows:

Frankly, the authors were surprised by the consistency of the data that shows a strong inverse
correlation between the two trend lines. We expected that variability in fuel and salary costs would
mask this inverse correlation.
We then examined the operations of a selected group of bulk haulers operating in the South West,
that are all certified for hazmat loads. Since these are private companies, we do not have access to
financial records however, each company reports crashes to Federal Motor Carriers Safety
Association (FMCSA) and provides other data such as number of tractors and mileage completed
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annually. These data are public, but we have chosen to respect the privacy of the companies by not
disclosing names.
First, we needed a metric by which to compare crash statistics across different trucking companies.
To help in the process, we pulled data from the FMCSA Safer System which “provides a concise
record of a trucking company’s identification, size, cargo, inspection and out-of-service summary,
crash data and safety rating (if any)”. We had crash data but needed a way to ‘normalize’ the crash
data so we could compare companies to the same standard. FMCSA uses a benchmark of ‘per 100
Million miles’ reported by a company, to present its data. Using reported mileage and crash data we
could also use this standard to calculate the number of crashes expected for each 100Mm driven for
each company. The ‘crashes per 100Mm’ is also representative of the relative safety risk for a
company.
There is significant variability in the data. The best among the peer group has a crash record that is
about half of the average, whereas the worst company has a crash record that is 4.4 times the best
performer.

The authors then studied the web site of the best performing company. We found that the best
performer has each tractor equipped with collision mitigation braking, lane wander alerting, roll
stability control and video cameras. Their drivers are rewarded with safety bonuses tied to driving
performance. If all the companies in the peer group would adopt the safety technologies and
management oversight of the peer best company, the peer group would have saved themselves 38
crashes in the reported period. Is there any doubt that the savings from the 38 crashes that would
be avoided would more than pay for the costs of safety systems added to 750 tractors?
Our conclusion is that all of the companies in the sample can reduce their crash frequency to match
the best performer if they invest in safety technology, tie bonus rewards to driving behavior,
improve training and provide remedial coaching and training as required. Companies that make
those changes will find that the costs of the safety systems, training and bonuses are more than
offset by the savings in claims and insurance premiums. Thus, as Don noted the view from the moral
lens and the financial lens is the same.
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