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	Workplace injuries are catastrophic events, costly to both the injured workers and to their employers. Employers must pay disability benefits to the injured workers and also suffer lost man-hours and lower productivity. However, extremely careful workers who expend too much effort avoiding injuries may also be less productive. The possibility of a &ldquo;safety tradeoff&rdquo; for employers, i.e. fewer injuries versus less productive healthy workers, is largely ignored in the literature on occupational risk. This study considers how such a tradeoff influences the optimal workers' compensation policy. The first chapter demonstrates that the employers' optimal strategy is to use lower workers' compensation benefits as a safety incentive if and only if safety is productive in a given field. If safety is counterproductive, then the employers use higher benefits as a safety disincentive. The level of freedom employers have to influence safety incentives largely determines whether it is the employers or the workers who benefit most from workers' compensation. Chapter 2 applies the model to the provision of police services in the United States. Police officers generally receive extremely high workers' compensation benefits, consistent with a model in which risk-taking by police officers increases overall public safety. Empirical evidence is provided that demonstrates how higher workers' compensation benefits lead to more productive police officers, reflected in higher arrest rates. The third and final chapter empirically analyzes the link between workers' compensation benefits and the risk taking behavior of police officers. The results show that workers' compensation benefits increase the number of assaults against police officers, while tempering the likelihood that officers use deadly force. This suggests that workers' compensation benefits do increase the willingness of officers to take risks. 
  


