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1. Introduction

Empirical studies document a remarkable increase in the value of life in the past
few decades (Costa and KanN, 2004) and a more general increase in the value
of nonmarket goods like health and longevity (Costa and Kann, 2003; MurpHY
and ToprEL, 2006). One important part of this more general trend in the price of
health is workers” willingness to pay for the prevention of workplace-related acci-
dents, both fatal and non-fatal. It is also the compensation for workplace safety
which has attracted most interest in the empirical literature, and there is a large
number of empirical studies which try to pin down the compensation for acci-
dent risks (the surveys by Viscust and ALpy (2003) and Viscust (1993) are of
special interest here; see also the more recent survey by ASHENFELTER (2006)).’
Most empirical studies find a positive compensation for fatal accident risk, often
yielding high implicit values of a statistical life. For example, Viscust and ALDY

a  We thank Olivier Steiger, Rainer Winkelmann and Josef Zweimiiller for helpful comments
and suggestions and Alois Fissler for providing us with the data as well as helpful guide-
lines concerning the handling of the data. Financial support from the Swiss National Sci-
ence Foundation under grant no. 100012-103970 (Ruf), the research grant of the University
of Zurich under grant no. 53211602 (Kuhn), and the Austrian Science Fund (S 10304-G16:
“The Austrian Center for Labor Economics and the Analysis of the Welfare State”) is grate-
fully acknowledged.

b Department of Economics, University of Zurich, Miihlebachstrasse 86, CH-8008 Ziirich,
Switzerland; Swiss Federal Institute for Vocational Education and Training (SFIVET); and
I1ZA. Email: andreas.kuhn@econ.uzh.ch.

¢ Suva, Fluhmattstrasse 1, CH-6002 Luzern, Switzerland. Email: oliver.ruf@suva.ch.

1 Compensating wage differentials have also been found, for example, for the risk of unemploy-
ment (MoreTrTI, 2000; LALIVE, RUF, and ZwEIMULLER, 2006a), for shift work (KosTIuk,
1990), and uncertainty with respect to future earnings (FEINBERG, 1981). STERN (2004) stud-
ies the compensating wage differential for being a scientist.

© Swiss Society of Economics and Statistics 2013, Vol. 149 (1) 57-86



58 Kunun/Rur

(2003) report that half of the studies from the U.S. labor market surveyed in their
article give a value of a statistical life within the range of $3.8 to $9.0 million (in
prices of 2000), the median estimate being about $7 million. Most studies from
outside the U.S. labor market give estimates within the same range. It is difficult
to assess the exact reasons for this wide range of estimates, since the studies differ
in various ways, for example with respect to the available data and risk measure’
or in the econometric methods applied. The evidence on the compensation for
non-fatal accident risk is much less coherent, which is somewhat surprising since
most studies that present estimates of such compensation are based on the same
data as estimates for the compensation for fatal accident risk. Viscust and ALpy
(2003) report, for both the U.S. as well as other labor markets, a probable range
for the value of a statistical injury of about $20,000 to about $70,000 per injury.’
Very similar estimates of the value of injury are reported in LEETH and RUSER
(2003). Moreover, they also point out considerable differences between different
demographic groups. Relatedly, a recent study by WEI (2007) reports substan-
tial wage compensation for job-related illness periods, ranging from 27% up to
140% of annual earnings per prevented illness episode per year.

The key problem from the empirical point of view is the potential sorting of
workers into jobs differing in their risk of accidents. Hwang, REeDp, and Hus-
BARD (1992), among others, argue that the problem of main concern are differ-
ences in unobservables which in turn relate to the productivity of workers and
thus may lead to sorting of workers into jobs with different risks. The sorting of
workers in turn is endogenous due to the fact that the income elasticity of the
value of a statistical life or injury is positive, i.e. more productive workers sort
themselves into less risky jobs by accepting ceteris paribus lower wages. Viscust
and ALpy (2003), for example, report an income elasticity of about 0.5-0.6. On
the other hand, though, SHOGREN and StamLAND (2002) argue that the bias in
estimating the compensating wage differential could run in the other direction,
assuming that workers not only differ in their productivity, but also with respect
to their skill in avoiding accidents. Thus, workers in risky jobs could be either
more tolerant to risk or more skilled in avoiding risk (or both). Thus they show

2 Most importantly perhaps, some studies rely not on direct measures of risk (i.c. number of
accidents), but base their analyses on tradeoffs outside the labor market, e.g. on the tradeoff
between traffic accidents and the price of automobiles (DrEYFUS and Viscust, 1995) or fatali-
ties related to bicycle accidents and the prize of bicycle helmets (JEnkins, OweNs, and WiG-
GINS, 2001). Other studies have used subjective assessments of risk, as for example Viscust
and O’ConNnNoR (1984), and Viscust and Herscu (2001).

3 See Table 5(a) and Table 5(b) in Viscust and ALpy (2003) for an overview of the relevant lit-
erature and the corresponding estimates of the value of a statistical injury.
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that the estimated risk compensation might actually be upward biased, rather
than downward biased. Some studies have tried to approach the problem of
endogenous sorting by using instrumental variables (GAREN, 1988; DELEIRE and
Levy, 2004). One potentially promising way of dealing with the problem of sort-
ing is to rely on panel or, ideally, matched employer-employee data (Woobcock,
2008; DaLE-OLsEN, 2006). The second important empirical issue concerns the
measurement of the risk of an accident. First, as pointed out by MELLOW and
SiDER (1983) for example, typical survey data are more often than not plagued
by measurement error, i.e. it seems to be the case that workers often misreport
their industry affiliation and/or their exact occupation. Assuming that this kind
of measurement error is random, this causes the compensating differential to
be biased towards zero (BLack and KNIESNER, 2003). Second, there clearly is a
trade-off of the following form. On the one hand, risk measurements at a low
level of aggregation are preferred, as otherwise one might mix workers with very
different occupations into the same risk categories, giving rise to aggregation bias
(LALIVE, 2003). On the other hand though, risk measures at a low aggregation
level run into the problem that many cells will have zero risk, at least for shorter
periods of time. This is specifically true for fatal accident risk, yet obviously also
applies to non-fatal injuries.

Our study presents empirical evidence on the compensation for non-fatal acci-
dent risk in Switzerland. Our study has three main features. First, we will exclu-
sively focus on non-fatal accidents. This focus reflects the fact that most accidents
have non-fatal consequences and thus, from the viewpoint of public health and
safety, merit the most attention. We though acknowledge that our focus is also
due to data availability well as the empirical approach we take, as we will dis-
cuss in more detail below. In the year 2004 (which is the year of our empirical
analysis), for example, the Swiss Accident Insurance Fund reports about 246,000
non-fatal accidents related to work, but only 188 fatal accidents. The relative risk
of experiencing a non-fatal accident versus a fatal accident in a given year is thus
about 1300 times higher. Second, we observe the number of non-fatal accidents
not only within entire industries, but also within cells defined by industry x skill-
level of the job. This is a tremendous advantage from an empirical point of view,

4 The study by GAREN (1988), for example, tries to correct for the endogeneity of job risk by
using a system of simultaneous equations where marital status and the number of dependents
are used as instruments for the preference over risk. However, one might argue that both mari-
tal status and family size are not very good instruments because they are potentially correlated
with risk preferences.
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since risks at (too) high levels of aggregation mix the risks of very different groups
of workers and different willingness to pay for avoiding risk, which might lead
to biased estimation of the compensation for risk in the workplace. Moreover,
in the case of non-fatal accidents, one might argue that average accident severity
varies across skill-levels of the job as well. Third, we capitalize on the availability
of longitudinal wage information, which allows us to use simple panel estima-
tion methods in order to isolate the firm wage component. We believe that our
empirical approach, on the one hand using the number of non-fatal accidents
within narrower cells than usually available, and on the other hand combining
panel data estimation methods with simple sample stratification, transcends the
typical hedonic wage function approach often used in the literature on the sub-
ject. Besides, we also complement previous evidence for Switzerland. To the best
of our knowledge, there is only a single published study on the compensation of
accident risk for Switzerland by BaraNnzINT and FErRrO-LuzzI (2001), though
focusing on fatal accident risk only.

The main findings of our empirical analysis are the following. First, we find
that a simple hedonic wage regression yields a compensation for non-fatal acci-
dent risk which is statistically not distinguishable from zero, a result that is in
line with some previous empirical studies. The leading explanation for this result
(which runs counter to theory) is sorting of workers which differ in their unob-
served productivity. Second, moving on to, in a sense, more sophisticated (but,
we believe, in this case also more reliable) methods, we find a positive point esti-
mate for the compensation of non-fatal accident risk for individuals working in
jobs with lowest skill-level (simple and repetitive tasks). Our preferred point esti-
mate yields an implicit value of a statistical injury of about 35,000 Swiss francs
for this group of workers (which lies well within the range given by studies from
the U.S. labor market, as well as from studies outside the U.S.). We find no sig-
nificant evidence for compensation of non-fatal accident risk for higher skill-levels
of the job. Quite to the contrary, we even find a statistically significant negative
coefficient on non-fatal accident risk for workers in jobs with higher skill-levels.
While we believe that this result is in line with sorting of workers into jobs with
different accident risk based on differences in their unobserved productivity, other
mechanisms may be at work as well (note though that it is difficult to explain a
negative coefficient on accident risk). However, whatever the mechanism driving
this result, it underlines the practical importance of using risk measures at lower
levels of aggregation when estimating compensation for non-fatal accident risk.

The remainder of this paper is organized as follows. In section 2, we discuss
the two data sources we rely on and the construction of the key variables — along
with some descriptive statistics. The empirical analysis is presented and discussed
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in section 3. Specifically, we will discuss three different approaches to identifi-
cation and estimation. We start with a simple hedonic wage regression model,
where the wage is simply regressed on individual- and firm-specific character-
istics. The second approach is based on the idea that we can control for indi-
vidual unobserved heterogeneity by an appropriate stratification of the sample.
The third approach capitalizes on the longitudinal structure of the wage data.
We isolate the wage component that is specific to the firm and then use only
this part of the wage to estimate risk compensation. Based on our econometric
results, we further present estimates of the value of a statistical injury in Swit-
zerland. Section 4 concludes.

2. Data

2.1 Data Sources and Key Measures

Our primary data source is the Swiss Wage Structure Survey (SWSS; Lobnstruk-
turerhebung (LSE)), a biannual survey among firms which is administered and
made available by the Swiss Federal Statistical Office. The SWSS is one of the
largest official surveys in Switzerland focused mainly on employment-relevant
information.” The SWSS is a survey of firms, covering the population of large
firms along with a random sample of small firms. We use three different waves
of the SWSS (from the years 2000, 2002, and 2004) and we extract individual
monthly earnings along with several individual-specific characteristics (see section
2.2 below for details). The SWSS includes average gross monthly wages for full-
time employment (i.e. 172 hours per month), including mandatory social secu-
rity contributions and extra pay (e.g. pay for night work, 13. monthly wage). The
SWSS also includes several socio-demographic characteristics (e.g. age, gender,
tenure, educational attainment (highest degree), citizenship) and different firm
characteristics (most importantly, the size of the firm along with its geographic
location).

Our risk measure corresponds to the number of non-fatal accidents within
cells defined over industry (forty different industries on a two-digit level) and

5 The second important labor market survey is the Swiss Labor Force Survey (SLES; Schweizeri-
sche Arbeitskriifteerhebung (SAKE)). There are two main advantages of using the SWSS over
the SLFS: First, the SWSS allows isolating the wage firm fixed effect, which is the part of the
observed wage where risk compensation should show up. Second, the SWSS is (as opposed
to the SLFS) mailed to employers, and misclassification of occupations and industries should
therefore be of minimal order only (the same is arguably true for wages).
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skill-level of the job (four different levels). The data have been provided by the
Swiss Accident Insurance Fund (SAIF; Schweizerische Unfallversicherungsanstalt
(Suva)), which is the most important accident insurance fund in Switzerland.
The number of non-fatal accidents within industry X skill-level cells are avail-
able for the year 2004. One of the main features of our analysis is that our
risk measure 7, gives the number of non-fatal accidents per year and per 1,000
workers within a given industry x skill-level cell 4 (instead of within-industry
only).® Data on the absolute number of non-fatal accidents for the year 2004
is available within cells defined over industry x skill-level of job. Now, because
the SAIF does not directly have the number of workers within these cells and
because workers are not uniformly distributed over these cells, we also need to
know the distribution of workers over these cells in order to compute the risk of
a non-fatal accident. To this end, we simply use the distribution of workers in
the SWSS (from the year 2004), and then approximate the population distribu-
tion of workers by multiplying the number of workers within a given cell with
the total number of workers which are covered by the SAIF (about 1.827 millions
in the year 2004).” One main advantage of our data is that measurement error
in the risk data and industry-affiliation of workers is arguably of minor signifi-
cance (as already mentioned, MELLOW and SIDER (1983) have pointed out the
problem of misclassification of both industry and occupation). This is impor-
tant because measurement error in the risk variable tends to bias the compensat-
ing wage differential towards zero (measurement error in the dependent variable
(i.e. wage) is, of course, also common but of less concern). We are confident that
measurement error for both our risk measure and industry-affiliation is of no
great importance, since the SWSS does not involve employees but obtains the
data from the employer directly (such that misclassification of either industry

6 There is no common skill variable in the two data sets, but it is possible to closely map the
occupational information (major ISCO codes) from the SAIF on the skill-level of the job avail-
able from the SWSS. Additional details are available upon request.

7 Note that there is a fundamental trade-off with respect to the risk measure chosen: On the
one hand, risk measures on a highly disaggregated level are preferred, such that we do not
pool accident risks of individuals working in very different occupations and jobs. This has
been pointed at, for example, by Viscust (1993, p.1928) noting that “[t/he main deficiency
of industry-based data is that they pertain to industry-wide averages and do not distinguish
among the different jobs within that industry [...]”. On the other hand, accidents observed at
a very low level of aggregation also give rise to estimation problems, because the number of
accidents tends towards zero for most cells if we shrink the size of the risk-relevant cells. That,
in fact, is the reason why we decided not to use the information about fatal accidents for this
study. Disaggregating the number of fatal accidents over the skill-level of job actually yields
far too many cells with zero number of accidents.
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and/or occupation is unlikely to occur). For the same reason, we also believe that
our wage information is more reliable than the information available in typical
survey data (although presumably less reliable than administrative data). Addi-
tionally, our risk measure is directly obtained from administrative sources and
should thus cover all relevant accidents.

At the same time, however, it is clear that non-fatal accidents vary a lot in their
severity and thus also in accruing costs or the duration of absence from work
(e.g. SCHWEIZERISCHE UNFALLVERSICHERUNGSANSTALT, 2009). It may even be
plausible to assume that accidents on average are more severe in lower than in
higher job skill-levels, implying that the risk coefficient using accident data on
the industry level will be downward biased. At the least, this consideration sup-
ports our argument that it may be relevant to use accident risk at the industry x
skill-level cells instead of accident risk at the industry level only.

2.2 Descriptive Statistics

Table 1 shows descriptive statistics for both the overall sample as well as the
sample of individuals in jobs of the lowest skill-level (that will be used in the
empirical analysis discussed below). In both samples, we only consider workers
aged between 16 and 64 (for men) and between 16 and 61 (for women). A second
restriction applies to the size of the employer. Because we are estimating wage
fixed effects for each firm, we also restrict the sample to workers from firms which
have at least ten workers in each of the four job skill-levels in each year. The over-
all sample includes more than one million individual workers, the subsample of
workers in the lowest skill-level (with respect to the job, not with respect to the
educational attainment of the worker) consists of about 300,000 individual work-
ers. In both cases, there are about 3,500 different firms (due to the restriction on
firms). As we will discuss in-depth in section 3 below, our preferred estimation
approach will focus exclusively on workers within a given skill-level as collected
in the SWSS, as we believe that such a stratification of the workers yields more
reliable estimates of the compensating wage differential.

We begin with describing the overall sample, which is representative of the
Swiss labor market as a whole. The typical worker in the Swiss labor market has
gross earnings equal to 6,300 Swiss francs a month, is about 40 years old and has
about 9.5 years of tenure and is more likely to be a man. The average employer has
more than 2,800 workers (reflecting the sampling structure of the SWSS as well
as the restriction with respect to the selection of the employers). About two thirds
of the workers are married, the other third single. The distribution of workers
with respect to educational attainment highlights two important characteristics
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Table 1: Descriptive Statistics

Skill-level 4

Skill-level 1-4

Monthly wage 4,526.625 (1,069.261) 6,371.884  (3,466.716)
In(monthly wage) 8.392 (0.220) 8.676 (0.381)
Non-fatal accident risk (industry X skill) 45.400 (59.129) 93.007 (150.420)
Non-fatal accident risk (industry) 103.176  (115.139) 93.110 (111.371)
Age 40.189 (11.661) 40.710 (11.143)
Female 0.540 (0.498) 0.421 (0.494)
Tenure 7.633 (8.181) 9.058 (9.121)
Size of the firm 2,714.938 (7,820.838) 3,108.008  (7,890.729)
Management level

Highest/high 0.000 (0.005) 0.024 (0.153)
Medium 0.000 (0.013) 0.057 (0.232)
Low 0.004 (0.064) 0.092 (0.289)
Lowest 0.019 (0.138) 0.081 (0.273)
Without executive function 0.976 (0.152) 0.746 (0.435)
Marital status

Single 0.267 (0.443) 0.317 (0.465)
Married 0.621 (0.485) 0.583 (0.493)
Others 0.112 (0.315) 0.100 (0.301)
Education

University degree 0.003 (0.054) 0.055 (0.228)
College of higher education 0.003 (0.052) 0.048 (0.214)
Higher professional degree 0.006 (0.078) 0.074 (0.261)
Teachers’ certificate 0.001 (0.039) 0.005 (0.068)
High School 0.012 (0.108) 0.020 (0.139)
Finished professional education 0.274 (0.446) 0.505 (0.500)
Firm intern professional education 0.138 (0.344) 0.067 (0.251)
Secondary school 0.480 (0.500) 0.176 (0.381)
Other degree 0.083 (0.277) 0.050 (0.219)
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Table 1 continued

Skill-level 4 Skill-level 1-4
Citizenship
Swiss citizenship 0.522 (0.500) 0.680 (0.466)
Short term residence authorization 0.012 (0.110) 0.007 (0.085)
Long term residence authorization 0.083 (0.276) 0.055 (0.227)
Permanent residence permit 0.290 (0.454) 0.167 (0.373)
Cross-border commuter 0.060 (0.238) 0.065 (0.247)
Others 0.033 (0.180) 0.026 (0.159)
Region
VD, VS, GE 0.186 (0.389) 0.163 (0.370)
BE, FR, SO, NE, JU 0.230 (0.421) 0.212 (0.409)
BS, BL, AG 0.123 (0.329) 0.142 (0.349)
ZH 0.236 (0.424) 0.267 (0.443)
GL, SH, AR, AL SG, GR, TG 0.114 (0.318) 0.113 (0.317)
LU, UR, §Z, OW, NW, ZG 0.073 (0.260) 0.070 (0.255)
TI 0.038 (0.192) 0.032 (0.176)
Number of firms 3,533 3,533
Numer of observations 130,976 468,328

Notes: Table entries are sample means and standard deviations (in parentheses). Columns (1) and
(2) refer to the subsample of workers in jobs of lowest skill-level, columns (3) and (4) to the full
sample of workers. The risk measures give the number of non-fatal accidents per 1,000 workers per
year, within cells over industry X skill-level or within cells defined over industry only. Sources: All
variables, except the number of non-fatal accidents, are taken from the SWSS.

of the Swiss labor market in terms of education. First, compared to other coun-
tries, the number of workers with tertiary education is rather low (e.g. only about
5.5% of the workers have a university degree). Second, about half of the workers
hold a vocational training. Another important characteristic of the Swiss labor
market is the large fraction (about 20%) of workers without Swiss citizenship.
Focusing on individuals working in jobs with the lowest skill-level yields the
expected result that some groups are overrepresented in the analysis sample rela-
tive to the overall sample of individuals (although this subset of individuals is
similar to the overall sample with respect to some characteristics, for example
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age and size or the geographic location of the employer).® Here, average monthly
earnings are only about 70% of the overall average earnings (about 4,500 Swiss
francs per month). Moreover, a worker from skill-level four is more likely to be
a woman, more likely to be married and much more likely not to have Swiss cit-
izenship, compared with a worker from the overall sample. The most striking
difference between the overall sample and the lowest skill-level sample though
is the distribution of workers with respect to educational attainment. As Table 1
shows, there are practically no workers with an educational degree above voca-
tional training. This, in fact, is a desired result with respect to the empirical
approach we take (see section 3 below): Given that education (of course not
exclusively) reflects differences in productivity, focusing on workers with simi-
lar educational attainment also implies that these workers are more similar with
respect to unobserved productivity-relevant characteristics (compared to work-
ers from all job skill-levels). We believe that the variance of unobserved produc-
tivity is presumably lowest within the group of workers in the lowest skill-level
(although this presumption obviously is fundamentally empirically untestable).”
As Table 1 also shows, the typical worker in the year 2004 was faced with the
risk of a non-fatal, work-related accident of about 9.3% (i.e. there were 93 acci-
dents on average per 1,000 workers). In the sample of workers with lowest skill-
level, the average risk was about half (about 45.4 accidents per 1,000 workers).
Figure 1 shows a simple scatterplot between the average logarithmic monthly
wage and the number of non-fatal accidents for workers from the lowest skill-level
jobs at the level of industry X skill-level. The scatterplot shows no relation what-
soever between the two variables (if anything, the association goes the “wrong”
way), which is underlined by the estimated slope coefficient from a regression of
the average log earnings on the number of accidents — yielding essentially a zero
point estimate, both in economic and statistical terms (the corresponding t-value
is approximately zero). This result is not especially surprising though since aver-
age wages within industries clearly may not only reflect differences with respect
to accident risks, but also differences in the composition of workers and jobs.

8  The distribution of workers over the skill-level of jobs looks as follows: About 6% work in
the highest level, about 20% in the second-highest level. 46% work in skill-level 3, and the
remaining 28% of the workers are in jobs of lowest skill-level.

9 Additional suggestive evidence in favor of this presumption is presented in Figure A.1 in the
appendix, showing the distribution of log monthly wages by skill-level of the job. Note how
not only the mean, but also the variation of log wages decreases as we move from highest to
lowest skill level.
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Figure 1: Log-Wage versus Non-Fatal Injury Risk, by Industry
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Notes: The y-axis shows the average logarithm of monthly gross earnings and the x-axis shows the
number of non-fatal accidents per 1,000 workers per year. Workers in lowest job skill-level only.
See also Table A.1 in the appendix.

3. Empirical Analysis

3.1 Hedonic Wage Regressions

We now discuss issues of identification and estimation of the compensating
wage differential for (non-fatal) accident risk using different alternative empirical
approaches along with the corresponding results. We start with a simple hedonic
wage regression of the following form:

Yk =Oz+x,./ﬁ+zj/'y+6r,e + it 1)
where y,, is the natural logarithm of the gross monthly wage of individual i,

working in firm j and industry X skill-level (or industry) cell 4. x, is a column
vector of individual characteristics including the skill-level of the job, citizenship,
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educational attainment, age (and its square), tenure (and its square), a gender-
dummy, management level and marital status. 2, is a column vector of character-
istics describing the firm (and thus reflecting the characteristics of the job), and
includes the size of the firm (and its square) and the geographical location of the
firm. 7, is our risk measure, corresponding to the number of non-fatal accidents
in industry X skill-level (or industry) cell £ per 1,000 workers in the year 2004. #,,
is the unobserved error term. The parameter of main interest is 6, which, under
appropriate assumptions, corresponds to the compensating wage differential for
non-fatal accident risk. As mentioned before, the number of non-fatal accidents
is only available for a single point in time, so that we can essentially only run a
cross-sectional hedonic wage regression.'” However, we do have a partial panel
structure with respect to wages, which we will try to capitalize on later. However,
as has been pointed out by several authors (e.g. Hwang, REED, and HuBBARD,
1992), there is good reason to act on the assumption that there is unobserved indi-
vidual heterogeneity related to wages (that is, these differences somehow reflect
differences in productivity not taken into account for by observed variables) and
that “safety” is a normal good (i.e. the demand for “safety” increases as income
rises). Thus, workers of high productivity sort themselves into less risky jobs by
accepting lower wages ceteris paribus. To stick with the model from equation
(1), the hedonic wage regression with unobserved individual heterogeneity made
explicit can be written as:

yp=atx/B+zv+6n+0,+¢, 2)

where (0 + Eqn) corresponds to the error term N from equation (1) whereby now
we make the problem of individual heterogeneity explicit (for simplicity, 6, is res-
caled such that the partial effect of 6, on Vi is equal to 1)."" Now, even if we can
assume that €, is mean independent of the regressors, identification of the com-
pensating wage differential 6 is only achieved if the unobserved effect 6, is also
mean independent. Whenever there is reason to believe otherwise, parameter 6 is
not identified (and neither are the other parameters identified, but that is of minor
importance for our purposes since we are not per se interested in these parameters).

10 Many, if not most, other empirical studies face the same problem of not observing the relevant
risk measure over time, as pointed out by Hwang, Reep, and HusBaRrD (1992, p.836): “While
studies of this sort [i.e. panel studies] represent improvements over standard cross-sectional
studies, their applicability is restricted by the availability of longitudinal data sets that include
the relevant nonwage job attribute variables. In most cases, this is a binding constraint.”

11 Note that the error term €, potentially also includes unobserved heterogeneity with respect
to the firm (Woobcock, 2008). We will take up this issue below.
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As discussed in the introduction, the leading reason for a correlation between
0, and the accident risk 7, is that 6, reflects unobserved productivity, which is
obviously related to the wage y,;. If the demand for safety actually increases with
income and if we are, at the same time, unable to adequately control for produc-
tivity differences, then this could quite plausibly lead to a correlation between 6,
and 7,. That is, more productive workers (i.e. workers with above-average 6,) sort
themselves into less-risky jobs by accepting lower wages, which in turn leads to a
correlation between the productivity measure 6, and the risk measure 7, mean-
ing that identification of the risk compensation parameter ¢ must ultimately fail.

Also note that the key regressor, the accident risk 7, is measured at a higher
level of aggregation than the dependent variable and this should to be taken into
account when doing statistical inference (Woobpcock, 2008). We therefore use
robust standard errors, clustered at the same level as the risk measure, i.e. either
on the industry level or on the level of industry X skill-level of the job.

3.2 Sample Stratification

A first and straightforward way of dealing with the problem of sorting is to strat-
ify the sample in such a way as to minimize the variation in the unobserved error
component §,. That is, we run the very same hedonic wage regression as given by
equation (1), but only on a narrowf(er) subset of individuals. Ideally, this subset
consists of individuals presumably as similar as possible with respect to 8, That is,
stratification is the simple non-parametric variant of the hedonic wage regression
before. However, since most often it is very difficult to control for 8, we think that
stratifying the sample is probably a more fruitful approach. Our stratification vari-
able of primary interest is the skill-level of the job, which is recorded in the SWSS.
Let 5; € {1,2, 3,4} be the skill-level of individual 7 working in firm j, where s=1
(s=4) corresponds to the highest (lowest) skill-level of a given job. We thus run the
same hedonic wage regression as in equation (1), but only on a subset of individu-
als within a given skill-level 5. Specifically, we will run the following regressions:

P =+ x/ B+ z]./’y + 65, +uy with 5, >5€{1,2,3,4} 3)
Note that this approach to estimation is basically the same as the control func-

tion approach, the main difference being that stratification allows all parameter
estimates to vary between different subsets of the sample'>. However, we think

12 That is, the control function approach yields the same estimates as sample stratification if all
parameters would be interacted with the variable on which stratification is based on. However,
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it plausible that the main advantage of the stratification is that we can minimize
variation in 0, in this way, which ideally renders a consistent estimate of the com-
pensating wage differential 8."

Table 2 shows the estimated parameters of the compensation for non-fatal
accidents. The first column in each panel of Table 2 shows estimates when using
accident risk at the level of industry x skill-level of the job, while the second
column uses accident risk at the industry level only. Estimated parameters of the
hedonic wage function, as given by equation (1), are given in column (1) and (2)
of Table 2. The point estimate of the non-fatal accident risk is negative in both
cases (—0.00012 and —0.00016, respectively); it is (barely) statistically different
from zero when using accident risk at the industry X skill level, but not when
using accident risk at the industry level only (t-value of about —1.65 and —1.41,
respectively). This result is in fact in line with either endogenous sorting of work-
ers (see also our discussion of Table A.2 below). As already discussed, the lead-
ing explanation for the “wrong” sign of the risk variable is endogenous sorting
of workers into jobs with different risks. As we do not put much confidence in
this simple hedonic wage regression, so we quickly move on to the next results.
The remaining columns in Table 2 also show parameter estimates from a simple
hedonic wage regression, but only for a subset of workers each. As we narrow the
range of the skill-level, the point estimate of risk compensation moves towards
the expected direction. Focusing on workers in the lowest skill-level only yields
a positive point estimate on the risk measure (6 =0.00024), which moreover is
almost statistically significant on the 10% level (t-value of 1.63). Using the risk
measure at the industry level also yields a positive, but much smaller and statis-
tically not significant point estimate in this group of workers. Indeed, the point
estimate using the finer risk measure is almost five times as large as the point
estimate based on the industry-level accident risk."

such a fully interacted regression model is, due to the large number of parameters to be esti-
mated, often difficult to interpret.

13 As we will show later, our stratification approach actually reduces the differences between
groups of workers with respect to the observed wage (see also appendix Figure A.1 again). For
example, in the overall sample the difference in mean monthly earnings between men and
women amounts to about 1,700 Swiss francs (about one third relative to the female average).
In the subsample of workers within the lowest skill-level, the difference in average earnings
amounts to only about 630 Swiss francs (relative to the female average, a bit less than 15%).
Although this is only suggestive evidence, we still believe that this is exactly what one would
expect if the presumption holds that the variance in 6 is lower in the lower skill-levels of jobs.

14 Table A.2 in the appendix sheds additional light on this issue. It shows parameter estimates
when estimating the hedonic wage regression separately for each skill-level of the job (instead
of pooling different skill-levels as in Table 2). It is immediately evident that the estimated
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Also note that the decrease in the R-Squared from about 62% to about 32%
reflects the fact that the stratification of the sample absorbs a large part of the varia-
tion in the regressors (e.g. educational attainment), which otherwise explain a sig-
nificant part of the variation in wages. Nonetheless, the last row of Table 2 shows
that the root mean squared error gets smaller as we shrink the sample (0.224 in the
overall sample, but only 0.186 in the subsample of workers in the lowest skill-level).

3.3 Wage Decomposition and Firm Wage-Component

Our second approach to identification and estimation is based on quite another
idea, which tries to capitalize on the availability of panel data with respect to the
firm."” Still, we can use the additional source of variation in wages stemming
from the fact that the SWSS has a longitudinal structure (at least with respect
to the firm) such that we can apply simple panel data methods. To start with,
let us assume that the observed natural logarithm of the wage y,, of individual
in a given year # can (conceptually) be decomposed in a linear model as follows:

.yijt = )\z +¢1 +¢] +6ijz (4)

Abstracting from time fixed-effects ()), equation (4) states that individual 7’s
wage is the sum of an individual wage fixed-effect ¢, a firm wage fixed-effect ),
and a remaining random error component €,,. The critical assumptions in this
simple linear fixed effects model are the assumptions about the time invariance
of both the individual and the firm fixed effect. However, since we are using
panel data spanning only a short time period we believe that these assumptions
are innocuous for our application — nonetheless allowing us to resort to the power

coefficient on non-fatal accident risk varies substantially across skill-levels. We find a signifi-
cant negative coefficient on non-fatal accident risk for individuals working in jobs with higher
skill-level (i.e. workers in skill-levels 1 or 2). We still find a negative but insignificant coeffi-
cient for skill level 3 and a positive yet also insignificant coefficient for workers in jobs with
skill-level 4. While there are several potential explanations of finding a zero coefficient on risk
compensation (e.g. sorting of workers into jobs based on unobserved productivity, measure-
ment error, differential accident severity across skill-levels), it is hard to explain a negative risk
coefficient without reference to workers sorting into jobs of different risk based on unobserved
productivity differences. For example, while differences in average accident severity across
job skill-levels may lead to attenuation bias in estimating risk compensation, it is difficult to
imagine how these differences could lead to a negative coefficient on non-fatal accident risk.

15 Of course, we could capitalize on repeated individual observations using for example the tech-
niques proposed by ABowD and KramaRz (1999), but as explained in section 2 we only have
temporal information about the employer but not the individual workers.
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of panel data methods. Importantly, note that the theory of compensating wage
differentials essentially makes statements about the wage component specific to
the employer (i.e. 1), but not to the individual-specific part nor the random part
of the wage.”® If it is possible to consistently estimate the wage firm fixed effect Y,
from the available data, we can essentially get rid of individual heterogeneity by
simply running a hedonic wage regressing using the estimated wage firm-fixed
effect 1, instead of the observed wage y,, on our risk measure 7, although we
can not dlrectly control for unobserved individual heterogeneity in the hedonic
wage regression (because, remember, the risk measure is not observed over time
and because there is no person-identifier in the SWSS). Thus, in a first stage, we
run a simple regression model using the three consecutive waves of the SWSS:

Yp=at+x B4z v+ N+ 4w, with 5, >5€{1,2,3.4  (5)

Here, as before, x; and z; are vectors of observed individual and firm character-
istics, while parameter A, captures aggregate wage shifts over time. The vector
x, of observed individual characteristics is important here because we essentially
use it to proxy for otherwise unobserved individual heterogeneity. The regres-
sion model given by equation (5) is only of interest here because it allows us to
estimate the firm wage fixed effects, represented by the vector 9. Practically, ¢,
is estimated from the data by including a separate dummy variable for each firm
in the sample. In the second stage, we run a regression very similar to the hedonic
model from equation (1):

QAbl],e—a+x B+z; ’y+7;(5+u

ijk

with 5y >5e{1,2,3,4} (6)

where now the dependent variable is the estimated firm wage fixed effect 1//31..,? of
individual 7 working in firm j. Note that the unit of observation is still the indi-
vidual worker, although the firm fixed effect obviously does not vary between

16 1In this simple conceptual setup A, will pick up any aggregate wage changes (e.g. due to busi-
ness cycle fluctuations), while ¢, and 1), represent the wage component specific to the worker
(reflecting ability, for example) and the firm (reflecting accident risk, for example), respectively.
The remaining component €, reflects wage components such as match (and time) specific rents
as well as random shocks. In the theory of equalizing wage differentials, firms offer jobs char-
acterized by different bundles of wages and non-wage characteristics such as job safety (e.g.
RoseN, 1986). Even though 9, still represents different components of compensation specific
to the firm (i.e. it may reflect not only differences in accident risk, but also differences in the
internal economics of firms, for example), it is the wage component of equation (4) that is clos-
est to the concept of equalizing wage differentials (see also LALIVE, RUF, and ZWEIMULLER,

2006b).
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individuals working in the same firm. This procedure, though, directly applies the
right weighting scheme. Again, 7, is the non-fatal risk measure in industry x skill-
level cell £. Note that we still have to include both vector x, and z, because the
estimated wage firm fixed effect s ; is not independent of x; and 2z, The main
point is that the estimated wage firm fixed effect 1/) should have been broadly
separated from the unobserved individual-specific component ¢..

Figure 2: Firm Fixed Effect versus Non-Fatal Injury Risk, by Industry

2 4 beta =.0025; t-value =1.53

Wage firm fixed effect (standardized)
)
|

T T T T T
0 50 100 150 200 250 300
Non fatal accidents for 1,000 workers

Notes: The y-axis shows the average of the wage firm fixed effect and the x-axis the number of
non-fatal accidents per 1,000 workers per year. Workers in lowest job skill-level only. See also

Table A.1 in the appendix.

As shown in Figure 2, a simple scatterplot of the average firm wage fixed-effect
(averaged within industries) versus the number of non-fatal accidents shows a
clear positive relation between the two variables (as opposed to Figure 1, which
showed no relation between the two measures at all).” A simple regression of

17 The last column in Table A.1 in the appendix shows the estimated firm wage fixed-effect by
industry (at the two-digit level, only for the lowest skill-level of jobs).
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the average wage firm fixed effect on the number of non-fatal accidents yields
an estimated slope coefficient of 0.0025, which almost reaches statistical signifi-
cance (t-value of about 1.53).

Results from hedonic wage regressions using the wage firm fixed effect as the
dependent variable are shown in Table 3."® As before, we present results for dif-
ferent subsamples defined with respect to the skill-level of the job. It turns out
that using the firm fixed effect of the wage instead of the observed wage makes
a noticeable difference with respect to the estimated compensation for workplace
risk, at least in the subsample of the least skilled workers. Using the accident risk
at the more disaggregated level (i.e. at the level of industry X skill-level of the job),
the point estimate of the risk parameter more then doubles when using 1 ; instead
of y,, as the dependent variable in the regression, yielding a point estimate of
0.00064 (with a significant t-value of about 2.5). In the overall sample and in the
other two subsamples, however, using the wage firm fixed effect yields almost the
same estimates as when using the observed wage as dependent variable directly.
Also, in all three cases, risk estimates turn out to be statistically insignificant.
On the other hand, using risk measures at a less aggregated level has the same
effect of increasing the point estimate of risk compensation. This is true whether
the observed wage or the wage firm fixed effect is used as dependent variable.

3.4 The Value of a Statistical Injury

Given an estimate for the compensation for non-fatal accident risk, we can easily
compute the value of a statistical injury (i.e. non-fatal accident). Because all our
estimates of the risk parameter are based on semi-logarithmic regressions, the
estimated risk coefficient corresponds to the relative wage which 1,000 workers
are willing to forego in order to prevent one non-fatal accident (and thus is inde-
pendent of the time period chosen). Thus, multiplying the estimated risk param-
eter by 1,000 yields the estimated relative value of a statistical injury (VSI). Since
our risk measure refers to non-fatal accident per year, we will phrase the VSI in
terms of average annual earnings (that is, we multiply VSI additionally with the
average annual earnings in the corresponding group of workers).

Table 4 shows estimates for the value of a statistical injury computed from the
different estimation methods discussed above (expressed in terms of the average
annual earnings in the corresponding sample of workers). The main estimates
are based on the point estimate of the risk variable. Lower and upper bounds on

18 Appendix Table A.3 shows estimates for each skill-level of the job separately (see also footnote
3.2).
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Table 4: The Estimated Value of a Statistical Injury

Estimated value of a statistical injury (VSI),

based on
Yearly earnings ~ Lower bound  Point estimate ~ Upper bound
of 6 of 6 of 6

A. Accident risk at the level of industry

A.1 Observed wage

Skill-level 1-4 76,463 -28,770 -12,034 4,702
Skill-level 2—4 71,502 -23,327 -8,586 6,156
Skill-level 3—4 64,570 -16,803 3,702 9,399
Skill level 4 54,320 -9,428 2,592 14,611
A.2 Firm wage fixed effect

Skill-level 1-4 76,463 -31,072 -10,820 9,431
Skill-level 2—4 71,502 —25,445 —7,464 10,518
Skill-level 3—4 64,570 13,421 163 13,748
Skill-level 4 54,320 1,013 10,284 19,556

B. Accident risk at the level of industry X skill-level of the job

B.1 Observed wage

Skill-level 1-4 76,463 20,294 9,284 1,725
Skill-level 2-4 71,502 15,263 6,366 2,532
Skill-level 3-4 64,570 ~13,678 5,578 2,522
Skill-level 4 54,320 2,668 12,986 28,640
B.2 Firm wage fixed effoct

Skill-level 1-4 76,463 -19,189 -8,017 3,155
Skill-level 2-4 71,502 16,838 5,622 5,594
Skill-level 3-4 64,570 10,483 2,358 5,768
Skill-level 4 54,320 7,200 34,952 62,703

Notes: All entries are based on the point estimate 5, and the lower and upper bound of the 95%
confidence interval of §, respectively.

Swiss Journal of Economics and Statistics, 2013, Vol. 149 (1)



78 Kunn~/Rur

the value of a statistical injury are based on the 95% confidence interval of each
point estimate of the parameter ¢ (based on robust standard errors). The simple
hedonic wage regression based on the pooled sample actually yields a negative
estimate for the value of a statistical injury (per injury per year). Only using
the upper bound of the confidence interval yields the expected positive value
(although still a small one).

Stratification of the sample by the skill-level of the job yields a higher value of
a statistical injury, the narrower the sample. Focusing on workers in the lowest
skill-level only gives an estimate of about 2,600 Swiss francs (accident risk at the
level of industry only) and about 13,000 Swiss francs (accident risk at the level
of industry x skill-level of the job), respectively. However, note that the estimate
based on the lower bound of the confidence interval though still gives a nega-
tive estimate in both cases.

Finally, for the subsample of less skilled workers and using the wage firm fixed
effect gives a significant positive value of a statistical injury (even if we use the
lower bound of the corresponding confidence interval). Based on the point esti-
mate, we get an estimated value of a statistical injury of about 10,00 and about
35,000 Swiss francs per non-fatal accident averted per year, depending on the
risk measure used. This value fits into the range reported by most other empiri-
cal studies (see Viscust and ALDy, 2003, again).

4. Conclusions

We provide empirical estimates of the value of a statistical injury for Switzerland
for the year 2004, using non-fatal accident risk within industry x skill-level cells
and applying different approaches to identification. Specifically, we stratify the
sample by the skill level of the job and we try to statistically isolate the firm-spe-
cific wage component, to which the theory of compensating wage differentials
conceptually applies most directly.

It turns out that both the risk measure and the empirical method actually make
a huge difference with respect to the estimation of risk compensation. Simple
hedonic wage regressions actually yield negative or zero compensation for non-
fatal accident risk at the workplace. Moving on to methods we believe are more
reliable (i.e. consistent) pushes the risk compensation in the “right” direction
(i.e. yielding positive compensation for accident risk). Our preferred estimation
method, based on using a restricted sample of workers in jobs of lowest skill-level
only and using the wage firm fixed effect instead of the observed wage, gives
a substantial estimate for the value of a statistical injury of about 35,000 Swiss
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francs, which is within the range given by both studies from inside and outside
the U.S. labor market. Consistent with existing evidence, individuals’ willing-
ness to pay for workplace safety is substantial — reflecting a more general trend
in increasing prices in nonmarket goods (Costa and Kaun, 2003).

At the same time, however, we do not find evidence for compensation for non-
fatal accident risk for the other groups of workers, i.e. for workers in jobs with
higher skill-levels. In fact, results by skill-level of the job even yields a negative
coefficient on compensation for non-fatal accident risk for workers with highest
skill-levels. While this may cast some doubt on our identification strategy, note
that differential sorting of workers based on unobserved productivity differences
is in principle compatible with this finding. While it is difficult to find direct
evidence on the plausibility of this mechanism, we do find some evidence that
appears to be in line with such an hypothesis (smaller variation in overall com-
pensation among lower job skill-levels).

Indeed, our analysis — by comparing the magnitude of risk compensation —
also sheds some light on the problem of endogenous sorting of workers based on
their (unobserved) productivity-relevant characteristics. The more attention we
pay to mitigating unobserved productivity differences (i.e. by focusing on nar-
rower groups of workers), the larger the estimates for risk compensation we get.
This pattern seems to be consistent with the hypothesis that high-productivity
workers select into lower-risk jobs by accepting lower wages.
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Appendix: Additional Tables and Figures

Figure A.1: Density Estimates of Log Monthly Wages, by Skill-Level of the Job

2.0

---- Skill-level 1 =~ — Skill-level 2
--=- Skill-level 3~ — Skill-level 4

7.5 8.0 8.5 9.‘0 9.5 10.0 10.5
In(monthly wage)

Notes: The figure shows density estimates of the distribution of log monthly wages, by skill-level

of the job (density estimates use the Gaussian kernel). Skill-level 1 (4) corresponds to the highest
(lowest) skill-level possible.

Table A.1: Main Variables, by Industry (Lowest Skill-Level Only)

Industry Workers Wage Accidents FFE
Petroleum refining and processing 4692 5,560.13 0.14 0.84
Office material production, data processing 4288 4,302.83 0.59 -0.62
Information technology services 6237 3,933.30 2.39 -0.77
Shipping 55 5,467.47 3.57 0.61
Metal production and processing 7201 4,781.81 5.46 -0.53
Aviation 12 5,496.25 6.22 -0.44
Production of leather goods and shoes 229 3,628.01 8.94 -1.61
Production of clothes and fur goods 270 3,741.27 9.89 -1.92
Insurance industry 2086 5,300.57 10.53 1.46
Production of medical technology 7421 4,523.07 11.55 -0.25
Retail business 19118 4,090.10 12.26 -0.21
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Table A.1 continued

Industry Workers Wage Accidents FFE
Tobacco processing 636 5,977.87 12.70 1.44
Production of furniture, jewellery, musical 1743 4,329.91 14.86 -0.26
intruments

Machinery, mechanical engineering 5441 4,851.64 20.24 -0.06
Textiles 1350 4,436.00 20.83 -0.74
Automobile industry 1075 4,508.15 22.73 -0.38
Energy- and watersupply 496 5,504.46 25.59 0.59
Traffic support 1502 4,360.78 26.35 -0.53
Credit business 3059 5,833.48 28.60 0.97
Paper and carton production 2153 4,917.06 29.64 -0.21
Credit business and insurance industry 70 5,373.94 29.76 0.92
Printing, publishing and distribution industries 3013 4,833.14 36.99 -0.19
Research and development 202 5,478.94 39.78 1.41
Whole sale 7621 4,683.02 41.36 —0.34
Wood processing 810 4,950.09 43.53 0.14
Transportation 2236 4,724.08 46.89 -0.28
Rubber and plastic production 2657 4,511.65 48.12 -0.61
Mining 80 5,277.08 50.33 0.80
Agriculture 6756 4,310.73 57.05 -0.98
Mining 1217 4,821.76 59.91 -0.25
Health and welfare system 19642 4,582.02 65.31 0.98
Hotel and restaurant industry 9676 3,743.90 76.98 0.02
Real estate 581 4,784.07 95.10 0.74
Information transmission 55 4,707.71 111.04 0.07
Entertainment 814 4,208.07 113.46 -0.43
Education 744 4,394.47 221.19 0.69
Personal services 238 4,318.43 233.62 —0.24
Waste management 95 4,953.19 242.00 0.41
Lobbies, associations, organizations 512 5,067.35 264.88 1.30
Construction 4893 4,965.64 289.03 0.28

Notes: Table entries show sample averages within industries, sorted by accident risk. “Workers”
shows the absolute number of observations. “Accidents” shows the number of non-fatal accidents
per 1,000 workers. “Wage” shows mean gross monthly earnings. “FFE” denotes the average firm
fixed effect, as given by equation (5), and is (in the table) standardized to mean 0 and variance 1.

Swiss Journal of Economics and Statistics, 2013, Vol. 149 (1)



Kunun/Rur

82

"1sonbar uodn o[qe[reae are synsax uorssorar [[nj arenbs s1r pue Wiy aY1 Jo 9z1s (SA[qELIEA AWWNP 7) SNILIS [BILIEW (SATWWNP
%) [oA9] Juswadeuew orenbs si1 pue arnua1 qol ‘(sojqerrea Lwrwnp 9) uordar [eoryder30s3 ‘Awrwunp seway (s9[qeLIEA AWWNP §) TUIWUTLIIE [BUOTIRD
-npa (sa[qerrea Lfwwnp ¢) drysuaznio ‘parenbs ofe pue 98y :are sojqerrea jonuod [euonIppy d[qrssod [2Ad[-[[13s (3samof) 159yS1y 21 03 spuodsarod
() T [PAS[[[1S "sosayuared ur uaArd are sanfea-1 1snqoy “A[9A102dsar [AAd[ 94T PUE 094G ‘04T Y2 UO 2OUEDIJTUSIS [EINISTIEIS SAIOUIP .\ .y 4 SHOAT

981°0 981°0 80C°0 £0T°0 S€T0 9¢T0 ¢ee0 97€0 10119 parenbs ueaw 100y

000°0 000°0 000°0 000°0 000°0 000°0 000°0 000°0 (onsness-) anfea-d

81¢°0 12€°0 €70 9770 4544 Y0 9¢¥°0 9$%°0 d

9L6°0€1 0¥6°S1C €SEY6 650°LT SUONEBAISCO JO JaquInN

SOX SOX SOX SOK SOK SOX SOX SOX Jpapn[our S[o1u0d [eUONIPPY
(€27°0) (6¥T'1-) (1£8°T) (156'7)

$0000°0 €1000°0— *x+5€000°0— *xx££000°0— (Ansnpur) st JUSPIE [e1LJ-UON]

(979°1) (S5°1-) (69€'7) (€8L%)

$2000°0 01000°0— *x+5€000°0— ++78000°0—  ([[P¥S X A13SnpUI) 3SLX JUSPIOIE [ETEJ-UON

9TT0 v.T0 L1€°0 (472740 UONBIASD pIepuel§

76¢€°8 ¥%9°8 ¥¥6'8 99¢°6 UBS]\

v € (4 I qof Jo [PA[-S

(98em Apauowr)uy a[qerrea 1uspuadag

qof 241 Jo PAT-[[IS Yory I0f A[preredag
98ep\ paatasqQ 2y Suis() Y WP [EIR]-UON] 10 uonesuadwo)) a1 Sunewnsy 7"y d[qe],

Swiss Journal of Economics and Statistics, 2013, Vol. 149 (1)



83

"1sanba1 uodn o[qe[reae are synsar uorssaro1 [[n arenbs s11 pue WLy oY1 JO 9715 (SI[QELIEA AWWNP 7) SNILIS [BILTBW “(SATWIWNP
%) [oA9] Judwadeurw ‘orenbs s11 pue a1nus1 qof ¢(svqerrea Lwrwnp 9) uordar [edrydei3os3 Kwrwnp Speway (s9[qeLIEA AWWNP Q) WUIWUTEIIE [EUOTIED
-npa ‘(s3[qerrea Lwrwnp ¢) drgsuaznmo ‘parenbs a3e pue 93y :a1e so[qeLIRA [013U0D [RUONIPPY “d[qIssod [9AI[-[[IYs (3sam0]) 359y31Y Y3 01 spuodsariod
(%) T [PAS[[[1S sosaypuared ur udArd are sanfea-) 1snqoy “A[9A1192dsaI “[9A3] 04T PUE 94C ‘050 Y UO OUBIIJTUSIS [EINISTIEIS SAIOUIP .\ 4y 4 SHONT

The Value of a Statistical Injury

10 6€1°0 LET0  8ET0 €00  80T0 ¥970  9%¥T0 10133 parenbs ueaw 100y
0000 0000 0000 0000 0000 0000 0000 0000 (onsnes-]) anfea-d
€81°0  0TT0 C9€0  S9€°0 18%°0  LSH0 $8C€°0  L9%°0 A
9/6°0€1 0%6°S1T €SEH6 650°LT SUONEAISS]O JO J2qUINN
SIK. SIX S SIx. SIX S SIx. SIx ¢papn[oul SJo1IU0d [BEUORIPPY
#L170) (986°07) (1%¢°C) (6£8°¢-)
++61000°0 S1000°0— #%£9000°0~ +x+8€100°0~ (Ansnpur) y{si 1UaPIOIE [e1ej-UON
(89%°0) (1€0°1-) L1y'T) (€1€°¢)
++¥9000°0 600000~ +x£.L000 0~ 4k SH100°0— (IIBfs X A1SnpUI) S JUSPIIE [e78J-UON
LST°0 €L1°0 7870 9€€°0 UONEIAIP pIEpuEl§
£200°0 0010°0— 8/10°0— TL00°0— UBd
14 € (4 I qof 3o PAIIRS
109§ paxyy wiL] a[qerrea 1uspuadag

qo[ 273 Jo PAITIMS Yorg

10§ Appreredag ‘wirry a1 01 oiywadg usuodwo)) aSepy 241 Suis) sy IUBPIOY [eIe]-uoN I0j uonesuaduwro)) ayy Junewnsy ¢y Aqer,

Swiss Journal of Economics and Statistics, 2013, Vol. 149 (1)



84 Kunn/Rur

References

ABownD, Joun M., and Francis Kramarz (1999), “Econometric Analyses of
Linked Employer—Employee Data”, Labour Economics, 6(1), pp. 53—74.

ASHENFELTER, ORLEY (2006), “Measuring the Value of a Statistical Life: Prob-
lems and Prospects”, Economic Journal, 116, pp.C10—-C23.

BARANZINI, ANDREA, and GrovanNNI FERrRO-Luzz1 (2001), “The Economic Value
of Risks to Life and Health: Evidence from the Swiss Labour Market”, Swiss
Journal of Economics and Statistics, 137(2), pp. 149-170.

Brack, Dan A., and Taomas J. KN1ESNER (2003), “On the Measurement of
Job Risk in Hedonic Wage Models”, Journal of Risk and Uncertainty, 27(3),
pp-205-220.

Costa, Dora L., and MarTHEW E. KAHN (2003), “The Rising Price of Non-
market Goods”, American Economic Review, 93(2), pp.227-232.

Costa, Dora L., and MarTHEW E. KaHN (2004), “Changes in the Value of Life,
1940-19807, Journal of Risk and Uncertainty, 29(2), pp. 159-180.

DaLE-OLseN, HARALD (2006), “Estimating Workers’ Marginal Willingness
to Pay for Safety using Linked Employer-Data”, Economica, 73, pp. 99-127.

DEeLEIRE, THOMAS, and HELEN LEvY (2004), “Worker Sorting and the Risk of
Death on the Job”, Journal of Labor Economics, 22(4), pp. 925-954.

Drevrus, Mark K., and W. Kip Viscusi (1995), “Rates of Time Preference and
Consumer Valuations of Automobile Safety and Fuel Efficiency”, Journal of
Law & Economics, 38(1), pp.79-105.

FEINBERG, ROBERT M. (1981), “Earnings-Risk as a Compensating Differential”,
Southern Economic Journal, 48(1), pp. 156-163.

GAREN, JouN (1988), “Compensating Wage Differentials and the Endogeneity
of Job Riskiness”, Review of Economics and Statistics, 70(1), pp. 9-16.

Hwang, Hae-SHIN, W. RoBERT REED, and CarLTON HUBBARD (1992), “Com-
pensating Wage Differentials and Unobserved Productivity”, Journal of Politi-
cal Economy, 100(4), 835-58.

Jenkins, Rosin R., NicoLe OwENs, and LANELLE BEMBENEK WiGGINS (2001),
“Valuing Reduced Risks to Children: The Case of Bicycle Safety Helmets”,
Contemporary Economic Policy, 19(4), pp.397-408.

Kostiuk, PETER F. (1990), “Compensating Differentials for Shift Work”, Jour-
nal of Political Economy, 98(5), pp. 1054-1075.

Lavive, RaragL (2003), “Did We Overestimate the Value of Health?”, journal
of Risk and Uncertainty, 27(2), pp. 171-193.

Swiss Journal of Economics and Statistics, 2013, Vol. 149 (1)



The Value of a Statistical Injury 8s

LaLive, RaraeL, OLiver RuF, and Joser ZwEIMULLER (2006a), “Compensat-
ing Wage Differentials for Employment Risk: Evidence from Linked Firm-
Worker Data”, Mimeo, University of Zurich.

LaLive, Raraer, OLIvER RUE, and JosEr ZwEIMULLER (2006b), “Wages and
Risks at the Workplace: Evidence from Linked Firm-Worker Data”, Mimeo,
University of Zurich.

LeETH, JonN D., and JouN Ruser (2003), “Compensating Wage Differentials
for Fatal and Nonfatal Injury Risk by Gender and Race”, Journal of Risk and
Uncertainty, 27(3), pp.257-277.

MEerLow, WEesLEY, and HaL SipERr (1983), “Accuracy of Response in Labor
Market Surveys: Evidence and Implications”, Journal of Labor Economics,
1(4), pp.331-44.

MoretTi, ENrico (2000), “Do Wages Compensate for Risk of Unemployment?
Parametric and Semiparametric Evidence from Seasonal Jobs”, Journal of Risk
and Uncertainty, 20(1), pp.45-66.

MoutrroN, Brent R. (1986), “Random Group Effects and the Precision of
Regression Estimates”, Journal of Econometrics, 32(3), pp. 385-397.

Murray, KEviN M., and Rosert H. ToprEL (2006), “The Value of Health and
Longevity”, Journal of Political Economy, 114(5), pp. 871-904.

RoseN, SHERWIN (1986), “The Theory of Equalizing Differences”, in Handbook
of Labor Economics, O. Ashenfelter and R. Layard, eds., chap. 12, pp. 641-
692, Elsevier.

ScHWEIZERISCHE UNFALLVERSICHERUNGSANSTALT (2009), ,,Unfallstatistik UVG
2003-2007. Achtzehnte fiinfjihrige Beobachtungsperiode der Suva und vierte
funfjihrige Beobachtungsperiode aller UVG-Versicherer, Luzern, Schweiz-
erische Unfallversicherungsanstalt (Suva).

SHOGREN, JasoN F., and Tommy StamraAND (2002), “Skill and the Value of Life”,
Journal of Political Economy, 110(5), pp. 1168-1197.

STERN, ScotT (2004), “Do Scientists Pay to Be Scientists?”, Management Sci-
ence, 50(6), pp. 835—-853.

Viscust, W. Kip (1993), “The Value of Risks to Life and Health”, Journal of Eco-
nomic Literature, 31(4), pp. 1912-1946.

Viscust, W. Kip, and JoserH E. ALpy (2003), “The Value of a Statistical Life: A
Critical Review of Market Estimates throughout the World”, Journal of Risk
and Uncertainty, 27(1), pp. 5-76.

Viscust, W. Kip, and Jont Herscu (2001), “Cigarette Smokers as Job Risk
Takers”, Review of Economics and Statistics, 83(2), pp.269-280.

Swiss Journal of Economics and Statistics, 2013, Vol. 149 (1)



86 Kunn/Rur

Viscusi, W. Kip, and CuARLES ]. O’CoNNOR (1984), “Adaptive Responses to
Chemical Labeling: Are Workers Bayesian Decision Makers?”, American Eco-
nomic Review, 74(5), pp. 942-56.

WEI, X1ANGDONG (2007), “Wage Compensation for Job-Related Illness: Evi-
dence from a Matched Employer and Employee Survey in the UK, Journal
of Risk and Uncertainty, 34(1), pp. 85-98.

Woobcock, SiMoN D. (2008), “Wage Differentials in the Presence of Unob-
served Worker, Firm, and Match Heterogeneity”, Labour Economics, 15(3),
pp-772-794.

SUMMARY

We study the monetary compensation for non-fatal accident risk in Switzerland
using the number of accidents within cells defined over industry X skill-level of
the job and capitalizing on the partial panel structure of our data. Our results
show that using accident risk at a lower level of aggregation, using narrower
samples of workers, and using the wage component that is specific to the firm
all yield higher (i.e. more positive) estimates of risk compensation. However, we
only find a statistically significant positive compensation for non-fatal accident
risk for workers in jobs with the lowest skill-level. Our preferred estimate for this
group of workers yields an estimate of about 35,000 Swiss francs per prevented
injury per year.
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