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The Business Case for Employee Health and Wellbeing

1. Introduction

As we emerge tentatively from recession, the UK’s labour productivity still lags some way
behind many other leading European Countries such as France, Germany, the Nordic countries
and others by up to 20 per cent. The conventional economic prescription for this problem
comprises a range of measures which include investment in technology and innovation,
labour market deregulation, and up-skilling the workforce. While each of these – to a greater
or lesser extent – have a part to play, none of them takes account of a fundamental problem
which represents an increasingly serious barrier to growing prosperity – that much of the
British workforce is not healthy enough to drive the improvements in productivity which the
UK needs. Indeed, with 2.6 million people of working age claiming Employment and Support
Allowance (ESA), formerly Incapacity Benefit (IB), with over 25 per cent of the workforce with
a work-limiting illness or injury and with the burden of chronic disease among the working age
population set to increase over the next 30 years (Vaughan-Jones and Barham, 2009), the UK
is already facing the economic and social consequences of a ‘wellness’ crisis.
Until now many of the measures taken by employers to improve workplace health have been
categorised as ‘perks’ or employee benefits for those workers who often, in clinical terms, may
need them least. But now employee health is becoming a hard, economic ‘factor of production’
and the government, a growing number of businesses and even some economists are arguing
that it is time to take workplace health and wellbeing as seriously as we take research and
development, investment in technology and customer relationship management.
Many of the health problems of the UK workforce can be attributable to worsening public
health w
 ith poor diets, growing obesity, smoking and more sedentary lifestyles all playing their
part. Some can also be explained by growing levels of workplace ‘stress’, personal debt and
family breakdown and their links to depressive illness. Of course, part of the solution here rests
with government. It must take the lead in the public health arena, encouraging and educating
citizens to make healthier choices in their lives. For individuals, it means taking more proactive
personal responsibility for their lifestyle choices, health and wellbeing. However, employers
and employees have a role to play too. For organisations this means going beyond the bare
bones of the legal ‘duty of care’ for which they are already accountable under health and safety
legislation.
While there is growing and compelling evidence that work is good for health in the vast
majority of cases, we still lack the capacity at workplace level to translate what we know from
epidemiological and other research into simple, consistent and business-friendly actions to
improve job quality, work organisation, health promotion and other drivers of positive health at
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work. As is so often the case, our analysis of the problem is impeccable but our track-record of
delivery and execution at firm-level is, at best, patchy.
1.1

It should be acknowledged that a growing number of employers are adopting measures aimed

The role of

at promoting health and wellbeing among their employees. These, often larger, organisations

employers

have recognised that the workplace can be used to promote or reinforce healthier working
practices and lifestyle choices. They also know that they can influence several aspects of their
employee’s physical and psychological wellbeing in ways which can improve their productivity,
commitment and attendance. This includes providing good quality jobs which allow employees
more control, autonomy and involvement in the way their work is done (Coats and Lekhi, 2008).
However, these enlightened employers are still in the minority. Many others see employee
health and wellbeing as the private concern (and responsibility) of workers, or narrowly confined
to the need to comply with health and safety legislation. This amounts to a ‘do no harm’
mentality which is common among many organisations today.
Yet there are many who argue that employers cannot justify this somewhat short-sighted
position for much longer. Dame Carol Black, in her report to the government on the health of
the working age population1 concluded that, among other things, UK employers are bearing a
significant proportion of the wider economic costs of ill-health, chronic disease and incapacity.
If anything, Dame Carol argues, the situation is likely to get significantly worse over the next
two or three decades as the workforce ages and as the burden of chronic disease increases
(Vaughan-Jones and Barham, 2009).
Overall, then, the evidence suggests that the ‘do no harm’ philosophy is likely to be
unsustainable and that more employers – especially small and medium-sized employers
(SMEs), where most people in the UK work – will need to re-think their role in promoting
wellbeing as both a business imperative and as part of their wider social responsibility.

1.2

One of the organisations which has been in the vanguard of attempts to engage UK employers

Investors in

in the issues of employee health and wellbeing has been Investors in People (IiP UK). Using its

People (IiP UK)

already successful model of a set of standards and a network of highly experienced assessors,
IiP UK has been developing, piloting and evaluating approaches aimed at engaging employers
– large and small, public and private – in more thoughtful consideration of employee health and
wellbeing as a business performance issue. IiP has also focused considerable attention on the
need to implement and embed small but practical changes in policy and procedures.

1
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Along with the Health and Safety Executive (HSE) the Advisory, Conciliation and Arbitration
Service (ACAS) and other organisations, IiP UK has found that many employers – especially,
but not exclusively, SMEs – can be difficult to convince. It is not that ‘business case’ arguments
which support more investment in employee wellbeing are difficult to evidence. Rather, these
arguments are often insufficiently powerful, accessible or articulate in the way they have been
presented. Yet, as the evidence builds of an ever more serious crisis looming in coming years,
the need to reach more employers with both analysis and support grows more compelling.
1.3
The Work
Foundation
research

IiP UK is persuaded that its work to support employers focus on health and wellbeing is effective
and worthy of further investment. Indeed, it sees a strong case for embedding aspects of its
health and wellbeing framework (which it has been piloting extensively) into the next version of
its Standard. In order to marshal some of the wider business case evidence and arguments in
an accessible way, IiP UK commissioned The Work Foundation – an independent, not-for-profit
research, policy and advisory organisation – to carry out a small study.
The study has had three main objectives:

•
•
•

To report on the business case for additional focus on health and wellbeing to be
included into the next version of The Standard;
To examine if and how health and wellbeing has a positive impact on productivity in the
workplace drawing on research gathered by IIP UK, as well as external sources;
To report if the findings provide a rationale for including more health and wellbeing
factors in the next version of The Standard rather than confining it to the more
stretching profile framework.

This report represents the results of the work and is divided into three main sections:
Section 2. Methods – a description of the approach taken and the array of evidence examined.
Section 3. Business case for employee health and wellbeing – a presentation of the main
areas where employers will suffer direct and indirect business consequences if they ignore
employee health and wellbeing, and where they stand to benefit if they take it seriously.
Section 4. Conclusions – a short distillation of the core arguments and the specific implications
of the study findings for Investors in People (IiP UK).
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2. Methods

This short section describes the approaches taken to gather and interrogate ‘business case’
evidence for the study. Evidence included existing research conducted for IiP, other external
publications and interviews with experts.
2.1
Review of
existing IiP
research
evidence

IiP UK has itself commissioned several significant studies examining different aspects of
employee health and wellbeing. The Work Foundation conducted a structured review of these
studies which entailed:

•
•

Devising a framework of criteria against which to assess the evidence presented by
each;
Each of the IiP UK-funded studies was then independently reviewed by three members
of The Work Foundation team against the framework criteria, using a simple scoring

•

system;
Results of these independent reviews were then compared to arrive at an overall
assessment of the strength of the evidence in each. This has allowed us to extract
the most powerful business arguments for health and wellbeing and the supporting
evidence.

2.2

In addition to reviewing the IiP UK-funded studies The Work Foundation also conducted an

Review of

analysis of a significant body of academic and other research which specifically probes the

external
publications

question of the business benefits of a healthy workforce. The key papers we have collected
and examined are listed in a bibliography in Appendix 1. However, to ensure this report is easily
accessible to readers we have only specifically referred to a few of these sources of evidence
in the main body of this report. These specific sources we refer to are those which we regard as
being especially authoritative, or which provide a good overview or summary of evidence.

2.3
Interviews
with key
stakeholders

6

We have conducted 12 interviews with members of the IiP UK Visioning Group, specialist panel
members and experts in the health and wellbeing field. These interviews focused both on the
wider business case for promoting health and wellbeing at employer level, and the pros and
cons of including more health and wellbeing factors in the next version of the IiP UK Standard.
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3.1
Reflections
on the research
literature

There is now a growing and (mostly) authoritative body of evidence which highlights the benefits
which organisations can derive from a healthier workforce – especially as a result of workplace
interventions by employers. Busy practitioners trying to distil the key messages from this
research may find this a bewildering and time-consuming process. This section is intended as
a guide to the main findings but, before looking at these in more detail, we have ten reflections
on the way some of the evaluation and ‘business case’ research was designed, conducted or
presented which may help the ‘lay’ reader differentiate between robust, reliable research and
that which is less illuminating.
1. Questionable research design: The quality of the research in this area is improving,
but many of the published evaluation studies fail to include control groups, have
imprecise success criteria and test the outcomes of interventions over too short a time
frame. These limitations can mean that the conclusions authors reach – and the claims
they make about the success or otherwise of workplace health interventions – cannot
be attributable to the intervention used or be easily verified, tested or duplicated.
2. Relying on ‘take-up’ as a measure of success: In several of the studies the ‘takeup’ or participation rates of employees in workplace health initiatives is too frequently
the dominant (or only) measure of success. However, participation (for example, in a
smoking cessation initiative) does not necessarily equate to behavioural change or
lead to a reduction in sickness absence. Indeed, the ‘inverse care law’ suggests that
a significant proportion of participants in such initiatives may be those least in need of
support, and that the hardest to reach (eg heavy smokers) remain largely untouched.
3. Workplace-only causes and cures: One of the limitations of workplace health
promotion initiatives aimed at changing lifestyle behaviour is that they are restricted
to behaviour in the workplace or workplace causes of ill-health. In reality, of course,
tobacco consumption, obesity, diet, exercise etc are all aspects of lifestyle which
are more likely to be initiated or practiced away from the workplace. Thus, it might
be possible to reduce or eliminate tobacco consumption at work, but there are no
guarantees that consumption outside work will not continue or even increase. Few
studies account for this dimension which, in some contexts, might explain the often
weak link between improved workplace behaviour and outcomes such as sickness
absence levels. A related, underlying issue is that many studies appear to assume that
work itself is usually the primary cause of ill-health among the working age population.
While work can be a cause of ill-health, or make pre-existing conditions worse, recent
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authoritative work (Coats and Max, 2005; Waddell and Burton, 2006) makes clear that
– in the vast majority of cases – work is good for health, especially if it is good quality
work.
4. Productivity and performance: A number of the more recent studies make rather
bold claims regarding labour productivity and performance improvements. Too many
of them, however, rely on self-reported measures of productivity. These are very
subjective measures and depend on individual workers giving an honest and accurate
retrospective assessment of either their overall productivity or their performance on
more specific tasks. Overall, it is surprising how little robust research exists on the
relationship between health and individual job performance.
5. Attribution: In any study which uses an experimental design (eg with a control
group) an important issue is that of attribution – or proving cause and effect. Thus, an
initiative to reduce back injury may appear to lead to reductions in long-term absences.
However, it is important to take full account of other factors which might also contribute
to this effect before drawing firm conclusions. For example, changes in absence policy,
earlier referral to occupational health specialists, use of attendance bonuses etc may
all contribute to a reduction in absence levels. Many studies restrict their evaluations to
only a limited range of explanatory factors, making definitive conclusions about ‘cause
and effect’ difficult to make.
6. Dead-weight effect: Even if changes in behaviour are observed, there is still the
problem of determining whether some of these changes would have happened anyway,
regardless of the health promotion intervention. For example, a post-Christmas weightloss programme may precede a measurable reduction in obesity. However, determining
the extent to which this loss would have been registered in any case (in the absence of
a programme) can be difficult to estimate.
7. Time lags: One area where the literature suggests a problem, but is less good
at providing solutions, is the time-lag between interventions and any measurable
behaviour change. Many employers are impatient for quick results once they have
invested in a workplace health initiative, but the research is generally poor at helping us
understand how long we should wait before we see the results.

8
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8. Sustainability: Even if a workplace initiative is successful in changing employee
behaviour in the short-term, many evaluation studies only rarely conduct systematic
analysis of how long these changes are sustained. It might reasonably be expected that
only sustained behavioural change will lead directly to tangible bottom-line outcomes
such as a reduction in absence levels. If, however, a significant proportion of employees
who take up regular exercise subsequently lapse back into a more sedentary lifestyle
the real impact of the initiative will be diminished.
9. Focus on large organisations: If researchers are looking for populations of employees
within which to conduct research on workplace health, the best place to look will
be large organisations. While this makes perfect sense – and is the obvious way to
get sample sizes big enough to draw meaningful conclusions – it has at least one
major problem associated with it. As most UK employees work in organisations with
fewer than 50 employees, it is not certain how readily the conclusions from research
conducted in large firms can be applied to those in small and medium-sized enterprises
(SMEs).
10. Co-morbidity: With a few notable exceptions, it is rare to find research studies which
acknowledge that employees often have more than one medical condition, and that this
‘co-morbidity’ may well influence the severity of their problem, their performance at work
or their likelihood of a swift return to work. For example, employees with chronic low
back pain or arthritis may also suffer from depression or anxiety. Studies which ignore
the significance of the often subtle inter-relationships between medical conditions can
fail to reflect the complexity of the problem or workplace health and wellbeing.
3.2
So, what are

Distilling the core findings from the available research, Figure 1 on the next page identifies the
main benefits to be derived from having a healthier workforce.

the business
benefits of
healthy
employees?

3.2.1 Reduced absence from work
Every year in the UK 200 million days are lost through sickness absence – an average of 8.5
days lost per annum – at an estimated cost of £13 billion, according to the CBI. And each week,
one million people (almost 4 per cent of the workforce averaged out over a year) take time off
work due to illness, and 3,000 people move from Statutory Sick Pay onto Incapacity Benefit.
As a healthy workforce has lower sickness absence, it is clear that employers can achieve
significant cost savings if they can reduce their absence by improving employee health and
wellbeing at work.
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Figure 1: Business benefits of a healthy workforce
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Source: The Work Foundation

Despite growing concern over sickness absence among employers, virtually no robust data
exists on its direct or indirect costs. The CBI estimates that only 25 per cent of UK employers
calculate their absence costs. Various other bodies have sought to estimate the costs of
absence at aggregate level. The majority of the cost data which is published, however, is based
solely on estimates of the direct salary costs of employees off sick. While some include wider
employment costs (such as National Insurance), and others seek to estimate management
time, temporary replacement costs and overtime payments, these are few and far between. The
limitations of the current approaches to costing sickness absence in the UK have a number of
consequences:

•
•

At the current level of aggregation, such large numbers (eg £13 billion) have little
impact on the perceptions or behaviour of individual employers;
Aggregate cost figures do not deal comprehensively or consistently with the indirect
costs of absence. These include the costs of temporary cover, management time,
reduced productivity and reduced customer retention;

10
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•
•

Aggregate cost figures are not sufficiently sensitive to gender, sectoral, occupational or
regional differences in absence patterns and costs;
Very little is known about the factors affecting variations in the costs of absence and,
therefore, their susceptibility to measurement, monitoring, prediction, management and

•
•

control;
Aggregate cost figures do not differentiate between short-term and long-term absence
costs;
Aggregate cost figures fail to differentiate between ‘casual’ absence, absence
attributable to domestic caring responsibilities, and absence caused by genuine illness
or injury.

Here is a simplified example of calculating the cost of absence:
Retail company – 5,000 staff
Just using basic salary data (ie excluding National Insurance, management time etc), this
company’s raw absence costs look like this:
Staff work a 37 hour week for £6 per hour

£222 per week per employee

Across 5,000 staff, this is a weekly paybill of

£ 1,110,000

This is a monthly paybill of

£ 4,440,000

And an annual paybill of

£53,280,000

Every 1 per cent of sickness absence will cost

£ 53,280 each year

An average of 4 per cent absence will cost

£213,120 each year

Measuring costs of absence though also need to take account of indirect costs such as costs
of employing and training temporary cover staff. In addition to the indirect and direct costs
mentioned above, some approaches to absence costing do not allow for ‘opportunity costs’ that
are harder to quantify but still important in building up a true picture of the total cost of absence.
These include:

•
•
•
•

Lost sales;
Lost customers;
Inability to take on new contracts;
Inability to fulfil existing contracts.

The Business Case for Employee Health and Wellbeing

11

The business case for employee health and wellbeing

The limitations of most absence costing methods make it a reasonable conclusion that most UK
employers are seriously underestimating the costs of sickness absence. If this is true, then most
will be similarly unaware of the financial benefits of reducing absence.
Evidence from previous research (Bevan and Hayday, 2001) shows that many employers’
approaches to measuring and monitoring absence leave much to be desired. Several studies
have suggested that employers spend in the region of 9 or 10 per cent of their annual paybill
managing the direct and indirect consequences of sickness absence. In addition, failure to
address short-term absences can increase the risk of increasing longer-term absence from
work. Indeed, there is growing evidence that these risks are already increasing, as 27 per cent
of the UK workforce – the second highest in the EU – report that they have a long-standing and
work-limiting incapacity (Eurostat, 2003).
Highlighting the stark and immediate financial consequences of employee absence from
work can be persuasive to some audiences. But there are other operational consequences of
absence which can also grab the attention of senior managers. Most employers, for example,
need a high degree of predictability and continuity of attendance among their employees to
allow them to meet the expectations of their customers and clients. The recent Boorman Review
of the health and wellbeing of NHS employees calculated that, if absence levels in the NHS
were reduced to the average of the private sector, 15,000 additional staff would be available
each day to deliver patient care. This would represent an annual cost saving of around £500
million (Boorman, 2009).
Many are also concerned that they will incur extra costs when staff are absent by having to pay
overtime or engage temporary workers to get the work done. Others are worried that staff with
stress, or a mental illness, or conditions covered by the Disability Discrimination Act (DDA) will
have recourse to law if they feel that their work has contributed to their absence or incapacity.
Some employers only experience short periods of staff absence caused by colds, sprains and
minor ailments. While these can be disruptive, they are generally manageable. However, an
increasing number of organisations have staff away from work for longer periods because of
chronic physical conditions or through mental ill-health problems such as depression or anxiety,
for example. Long-term absence can be more complex and costly to manage and have more
significant consequences for employers, especially smaller employers.
The Royal Mail have experienced issues of long-term absence – especially related to
musculoskeletal health – for many years. In 2003 their sickness absence levels were 7 per
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cent (an average of 16 days per employee per year) and a daily cost of £1m. Customer service
standards were also being affected. Royal Mail introduced a range of integrated measures:

•
•
•
•
•
•
•
•
•

Health screening;
Health clinics at 90 sites;
Fast access to occupational health services;
Access to physiotherapy;
Employee assistance programme (EAP);
Incentive scheme;
Rehabilitation centres focusing on improving back, neck and shoulder injuries;
Phased and partial return to work (RTW);
Case management.

After four years, sickness absence levels had fallen to 4 per cent (10 days per employee) and
saved Royal Mail almost £230m. Up to 3,600 more staff were available to work each day as a
result of these measures (Marsden and Moriconi, 2008).
Overall, then, the research suggests that there are both financial and operational benefits to
having a healthy workforce with lower than average sickness absence levels. Further, those
organisations which are best able to realise these benefits are those which:
1. Measure and monitor their absence levels, and can highlight both trends over time and
‘hot-spots’ across the organisation.
2. Calculate and track the costs of sickness absence, especially if they can quantify the
indirect costs (ie by going beyond salary costs alone).
3. Have clear and simple attendance management policies and procedures, especially if
they emphasise the role of employees and their line managers.
4. Have access to responsive occupational health services which can help intervene early
in complex cases of long-term absence and which can facilitate early return to work.
5. Adopt simple but targeted workplace health promotion practices to improve employee
awareness of health and lifestyle issues (eg diet, exercise, smoking) through education,
information and involvement (Pilgrim, 2008).
6. Recognise through action that sickness absence is lower among highly motivated,
engaged and well-managed employees, who are working in good quality jobs with high
levels of control and discretion (Coats and Max, 2005).

The Business Case for Employee Health and Wellbeing

13

The business case for employee health and wellbeing

3.2.2 Reduced accidents at work
There are at least one million workplace injuries caused by accidents each year, according to
the Health and Safety Executive (HSE). The direct and indirect costs of some of these accidents
can be very high and, while many organisations insure themselves against personal injury
claims and public liability, there are a number of additional costs which remain uninsured. These
include:

•
•
•
•
•
•
•
•
•
•
•

Lost time;
Sick pay;
Damage or loss of product and raw materials;
Repairs to plant and equipment;
Extra wages, overtime working and temporary labour;
Production delays;
Investigation time;
Fines;
Loss of contracts;
Legal costs;
Loss of business reputation.

While poor working practices, failure to implement or follow health and safety procedures
and ineffective management are all important causes, there is growing evidence that poor
health and wellbeing among employees can also be a significant contributory factor. Some
research studies have identified fatigue due to poor sleep, for example, as a risk factor in some
accidents at work (Åkerstedt et al, 2002). Others have estimated that 20 per cent of accidents
on motorways are attributable to fatigue – many of these accidents involve people driving to,
or while at, work. This can be especially important among the 3.5 million UK workers who work
shifts. Indeed, the research suggests that accidents attributable to fatigue cost UK employers
up to £240m each year (Danna and Griffin, 1999). Other research has demonstrated that older
workers, those in poor quality jobs, those who take less exercise and those who smoke are also
more vulnerable to sleep or concentration problems which increase the risk of accidents.
There is less research on the effectiveness of workplace health promotion on accident rates
at work, though case study evidence gathered by PriceWaterhouseCoopers (PWC, 2008)
suggests that cost reductions averaging 50 per cent have been achieved across a number
of organisations when they have implemented initiatives to improve employee health and
wellbeing. Initiatives to improve hydration, sleep, the uptake of rest breaks and so on, can
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improve alertness, concentration and judgement, especially in high risk industries such as
construction.
3.2.3 Improved retention
The cost of replacing lost staff can be considerable. A study by Ceridian (Ceridian, 2008)
estimated that unnecessary exits from organisations could be costing UK businesses almost
£5.2 billion each year. The CIPD estimates that the direct and indirect costs of replacing a leaver
averages almost £6,000 (masking big differences between different job roles). While there is
no standard formula, most experts agree that the total replacement cost can, in some cases,
be up to 100 per cent of annual salary. The precise figure will depend on how long the post
is vacant and how the work is done during this time, the costs of recruitment (especially if an
agency is involved) the costs of training the new post-holder and their initial drop in productivity.
Other costs, such as management time, lost customers and other related disruption, can also be
incurred but are more difficult to quantify.
There is a growing body of evidence that – at a psychological level – many of the factors
associated with sickness absence also affect employee retention. Employees who feel
demotivated or disengaged from their work, or who find aspects of their work stressful, or who
have poor working relationships with colleagues, or who feel their job is not worthwhile are more
prone to periods of absence and are more likely to resign their posts, especially if they feel
(rightly or wrongly) that an alternative job would be better. These dimensions of psychological
wellbeing are known to affect the ‘attachment’ of the individual to the organisation, loyalty to it
and their resilience to pressure or change (Bevan, Barber and Robinson, 1997). The situation
can, of course, be improved through good management, well designed jobs and effective
teamwork and communication. In particular, it can be helped if the employee feels that the
organisation cares for their wider health and wellbeing and if they feel supported.
In the context of health and wellbeing, retaining staff is not just about preventing them from
choosing to resign. Retention can also mean:

•
•
•

Supporting an employee to remain in work when they develop an incapacity or become
disabled;
Supporting an employee to return to work after a period of long-term absence when
they may otherwise have gone onto benefits and left the labour market completely;
Supporting an employee to return to work after a career break or a period of maternity
leave when they may have decided to join an organisation with more suitable hours or a
more positive approach to flexible working.
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In each of these scenarios the direct and indirect cost savings which can be derived may
be considerable, depending on the demography of the workforce. For example, several
organisations have managed to achieve very high retention rates (ie above 80 per cent) among
female employees who have taken maternity leave. In fact, BT’s work-life balance policy created
a £3m saving in recruitment costs in the year to March 2003 since 98 per cent of women
returned after maternity leave. Not only does this avoid incurring replacement costs but it retains
expertise, know-how and often high-value customer relationships. Similarly, if employees with
long-term illness or chronic conditions can be retained and rehabilitated (even in transitional
employment or in different roles), significant cost savings and skill/knowledge retention can be
achieved, Bevan et al, 2009).
3.2.4 Higher employee commitment
The relationship between employee health and employee commitment and engagement
is multifaceted. Indeed, there is research evidence that suggests a two-way, possibly selfreinforcing, relationship: healthy employees are more committed and committed employees are
more healthy.
Healthy employees – whose physical and psychological wellbeing is good – can demonstrate
higher levels of commitment than those who are less healthy. This commitment can manifest
itself in more than one way. First, employee commitment to the organisation can be enhanced.
Committed employees are more likely to identify with the values of their organisation, be proud
to work for it and want to exert effort on its behalf. They tend to work harder and are more willing
to give ‘discretionary effort’. In addition, they are significantly less likely to resign and they have
lower sickness absence.
Second, committed employees are more likely to deliver high value customer service. Several
studies have collected data on the factors which drive high levels of customer satisfaction and
retention. Many have found that engaged and committed employees have a significant influence
on customer outcomes and on sales performance (Rucci et al, 1998). Others have found that
poor health among employees, and high levels of sickness absence, can damage this effect.
UK research among 65,000 staff in a large UK retailer (Barber et al, 1999) found that low levels
of employee commitment led to higher levels of absence, and that high absence led to lower
satisfaction and ‘spend’ among customers. Indeed, stores with higher absence had lower profits.
The study found that a 20 per cent increase in employee commitment led to an increase in sales
of 9 per cent per store each month. This effect was greatly diluted when employee health was
poor and sickness absence was high. More recent studies have confirmed this effect in other
service sector organisations (Bates, Bates and Johnston, 2003).
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Some of the factors which affect employee commitment are the same as those which affect
aspects of health. A major and long-standing study of UK civil servants has been collecting
data on health and wellbeing for many years. One of the drivers of this research, Michael
Marmot, (Marmot, 2004) has compelling evidence that employees in jobs which are less likely
to generate commitment have worse health. He suggests that workers in lower status jobs
enjoy worse health and lower life expectancy than workers in higher status jobs. This is often
described as the ‘social gradient’ in health. The argument can be summarised quite simply.
Workers in lower status jobs are exposed to more stressors than their more highly paid and
highly qualified colleagues, which, in turn, increases the risk of mental illness, gastro-intestinal
conditions and coronary heart disease (CHD). Contrary to the popular misconception, the
security guard in the entrance lobby is a more likely heart attack victim than the archetypal
‘highly stressed’ senior manager on the executive floor. Of course, workers in these lower status
jobs are more likely to be affected by other negative social factors such as poor housing or
unalleviated caring responsibilities. However, studies which have controlled for these elements
point strongly to the significance for health of work organisation, job design and organisational
culture – all important determinants of employee commitment too. Professor Marmot’s findings
about the impact of job quality on health have recently been reinforced in his review of health
inequalities in the UK (Marmot, 2010).
Recent evidence from a pan-EU study of the quality of working life suggests that workers in the
UK are generally unhappy about the amount of intrinsic interest in their work (too little) and the
amount of monotony they experience in their jobs (see Figure 2 on the next page).
There are now many case studies from progressive organisations who have realised that
employee commitment (leading to higher performance) is closely linked to employee health and
wellbeing and that any measures to improve both in tandem can have both far-reaching and
enduring positive effects.
3.2.5 Higher labour productivity
Some of the research on employee health makes a number of bold claims about productivity.
In reality, there is less evidence of the link than might be imagined, though this is partly
because researchers have only recently been able to adopt measures of work performance and
productivity which go beyond subjective measures.
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Figure 2: Percentage of UK workers who report monotony at work

Source: European Working Conditions Survey 2005

There now seem to be a number of aspects of job performance which are demonstrably better if
employees are healthy – both physically and psychologically. These include:

•
•
•
•
•
•
•
•
•
•
•
•

Energy;
Concentration;
Decision-making;
Resilience;
Coping with pressure;
Coping with uncertainty;
Coping with critical feedback;
Coping with change;
Being supportive of colleagues;
Customer-orientation;
Completion of tasks;
Reliability.

One of the IiP-funded UK studies which was reviewed for this project attempted to construct a
set of ‘hard’ measures of team performance across a number of organisations (Harvey, et al,
2007). This showed that sickness absence levels and team performance were clearly linked,
and that conditions such as depression can have an especially damaging effect.
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A US study (Simon et al, 2000) found that, after a year of treatment, workers with depression
and anxiety were 25 per cent more likely to return to full productive capacity at work compared
with those who received no treatment. In addition, the healthcare costs to employers fell by a
third.
One related area where there has been a recent growth in research interest is in so-called
‘presenteeism’. This can be defined as lost productivity that occurs when employees come
to work but perform below par due to any kind of illness. We can see this quite often among
senior managers. Typically, more senior managers record far less sickness absence than more
junior staff. This is probably not because they are significantly healthier, but might have higher
levels of commitment (or a mistaken belief in their indispensability!). It also means that a higher
proportion still go to work when they are ill and, as a result, run the risk of performing suboptimally.
There are a number of studies which now attempt to quantify the cost implications of
‘presenteeism’. A number of measurement tools are now being used to collect standardised
data on ‘reduced work effectiveness’ or ‘activity impairment’. A study by the Sainsbury Centre for
Mental Health (SCMH, 2007) estimated that presenteeism caused by mental ill-health in the UK
alone – predominantly depression and anxiety – represented an annual cost of over £15 billion.
Indeed, the research suggests that presenteeism costs 1.5 times more than absence due to
mental health.
A US study looked at the impact of obesity and lost productivity at work (Ricci and Chee, 2005).
They calculated that obese or overweight workers lost productive time at work to a value of
over $42 billion (compared with less than $12 billion among workers of normal weight). Clearly,
excess weight is a risk factor for heart disease, hypertension, diabetes and some cancers, and
employees with these kinds of medical conditions are likely to have higher absenteeism and
greater ‘presenteeism’ than healthy employees.
In Unilever a study looking at the causes, costs and consequences of presenteeism
(Tscharnezki 2008) found that presenteeism accounted for three times as much lost productivity
as absence from work. The study identified that mental health problems and sleep disorders
accounted for about half of this lost productivity, with musculoskeletal disorders (MSDs)
accounting for a large part of the remainder. It calculated that this lost productivity equated to 21
days per employee per year – a total cost of over 7 million euros each year.
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Presenteeism is an area of investigation which is adding to our understanding of the direct
and indirect costs to business of lost productivity due to ill-health. Up until now it has proven
difficult to quantify. The evidence now emerging is that it may represent a serious drain on
organisational resources and can, in addition, reduce employees’ quality of life.
3.2.6 Enhanced employer brand
The rhetoric about the so-called ‘war for talent’, if nothing else, has raised awareness among
most employers that attracting the best candidates is a competitive business. With a more
highly educated workforce, even in a relatively depressed labour market, the cream will rise to
the top and the best people will be in demand. For the last twenty years or so, researchers have
turned their attention to understanding not just what employers want of their new recruits, but
what potential employees expect of their prospective employers (Schwab, 1987; Turban and
Greening, 1996; Highouse and Hoffman, 2001; Bevan and Willmott, 2002).
What these studies tell us is that, in addition to good pay, career prospects and opportunities
for advancement, a growing proportion of workers are attaching importance to the ethical
reputation of the organisation and its ability to offer appropriate work-life balance. The Guardian
Newspaper’s ‘GradFacts’ website conducts an annual survey of graduates’ attitudes to the
job market and in the 2008 survey (The Guardian, 2008) two-thirds of respondents said they
needed to feel happy with an employer’s ethical record before accepting a job offer. Of these, a
third defined ‘ethical’ in terms of the treatment of employees.
Several UK businesses are now promoting their emphasis on work/life balance, flexible
working and workplace health in the ‘Careers’ pages of their websites (Unilever, BT and
GlaxoSmithKline for example). This reflects an awareness that potential recruits have concerns
over long-hours working and the importance of targets and delivery to deadlines. Organisations
which pay attention to these issues – and deliver real access to flexibility and workplace health
interventions, rather than just promise them – will clearly do better at attracting candidates for
whom these issues are important.
There are many characteristics of the so-called ‘magnet’ employer, and these vary depending
on the segment of the labour market being targeted. What is clear is that the caring employer,
who demonstrates that they take employee wellbeing seriously, is most likely to attract good
candidates, have fewer vacancies left unfilled for long periods and – if they can deliver on the
promise – lose fewer staff to competitors.
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3.2.7 Greater employee resilience
Healthier employees are, in general, more resilient and better able to cope with the changes,
uncertainty and ambiguity which are now more common in modern organisations (Business
in the Community, 2009). Several aspects of the world of work have been changing in the last
decade:

•

The intensification of work has increased. This is in part due to the growth in the
use of information and communication technology (ICT) which has speeded up the
movement of data and made time and deadline pressures more acute. ICT has also
led to greater surveillance and a feeling, among some workers, that their discretion and
autonomy at work is being undermined.

•

The complexity and pace of life inside and outside work has intensified too. Working
hours in the UK have been long compared with most of our EU competitors, and work/
life balance has been more difficult to achieve, especially for those with childcare or
eldercare responsibilities (sometimes both), complex travel to work arrangements and
fragmented family structures.

•

An expectation that employees will be flexible, agile and can cope with changes
to roles, organisational structures, strategy. There is evidence that concern over job
insecurity, after recent falls, is rising again and that employees crave stability at work
rather than constant change or uncertainty.

•

Growth in the incidence of common mental health problems among the working
age population. The direct costs of sickness absence due to mental health are high in
the UK, with about £8.5 billion or 70 million working days lost. For those employees
susceptible to depression and anxiety because of financial, marital or other health
problems (eg chronic conditions) a psychologically unhealthy workplace can be a
dangerous place.

A number of studies have identified that employee resilience can be strengthened through
workplace interventions and by leaders who can recognise the vulnerability of staff to pressure
and anxiety (Barling, 2000; Palmer, 2000; Turner, 2002). Staff who fail to cope with the demands
of modern workplaces, often through a lack of support, are at significantly higher risk of reduced
productivity or of resignation. Several authors have highlighted that improved employee
resilience during times of organisational change and uncertainty can be beneficial (Bell, 2002,
Cressey, 2009, Lowe, 2004).
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3.3
Overview

In this section we have explored seven areas where improvements to employee health are likely
to lead directly or indirectly to improvements in aspects of business performance. These may
be just financial savings, through cost reduction or added value performance. They may also be
through enhanced customer relationships or the ability to attract and retain high quality, creative
and committed employees.
It is worth mentioning, however, that many of the businesses who are regarded as ‘leading
edge’ and innovative in the field of workplace health have never made a formal business case
to help justify an initiative or an intervention. More often, they start with a specific problem in
one location or department and experiment with a health-related solution. They then assess
its impact and follow this up with a ‘pilot’ intervention on a slightly larger scale. The business
benefits are derived gradually, and build up over a period of time. Thus, the business case
evolves.
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4. Conclusions

4.1
How does
work affect
employee
health?

Most adults spend a high proportion of their lives at work. As well as income, the workplace is
where many of us find friendship, fulfilment and the emotional interactions that enrich our lives.
Policy makers insist with some vigour that unemployment has a corrosive effect on wellbeing
and overall happiness. And the association of worklessness with poor physical and mental
health is now endorsed by a weight of unquestionable evidence (Marmot, 2004; Waddell and
Burton, 2006). We now have a tide of evidence that work itself – especially if it is ‘good’ work –
can be good for our health (Coats and Lehki, 2008). Employers who ignore this evidence, and
its implications, are missing out on an opportunity to enhance their reputations and their profits.
Yet we must take care not to pretend that employers are the only influence on employee health.
The government and, indeed, individual citizens must also play a prominent part in improving
the health of the UK’s working age population. This is fast becoming both an economic, social
and clinical imperative. Dame Carol Black estimates that ill-health among the UK’s working age
population costs the economy £100 billion each year – equivalent to the annual cost of running
the NHS and the GDP or Portugal. Dealing with this problem is a shared responsibility.
Figure 3, below illustrates that there are other forces which affect employee health and
wellbeing beyond the workplace.
Figure 3: Influences on employee health and wellbeing

Chains of causality?
Work-related causes
-- Physical hazards
-- Psychological climate
-- Job design/quality

Clinical
-- Chronic disease
-- Genetic factors
-- Mental health

Employee
health and
wellbeing

Measurable
business
impact

Lifestyle
-- Exercise
-- Diet
-- Smoking/alcohol
-- Debt

Source: The Work Foundation
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Conclusions

The figure shows that both the lifestyle and clinical factors can directly impact on employee
health and performance without any influence by the workplace. Of course, pre-existing health
conditions can always be made worse by work, and this is where the employers’ legal duty of
care and, indeed, their moral responsibility kicks in.
4.2

Many businesses have conflicting emotions about workplace health. They have a genuine

How can

concern for the welfare of their staff, but are equally resistant to regulation and ’nannying’.

employers be

Employers often recognise that their businesses benefit in many ways from a healthy and

guided and

engaged workforce, yet the same employers can equally be reluctant to invest in long-term (and

supported?

sometimes even short-term) measures to improve the health of their workplaces.
As in so many other realms, employers – and especially SMEs – want guidance and support,
but with a light touch. They want this support to go ‘with the grain’ of business, and not to
interfere with the natural rhythm of the way they conduct themselves.
So we have a very big (and growing) national issue, which we must tackle with subtlety and
sensitivity if we are to get businesses to engage. We think it is possible to argue that workplace
health represents – both now and over the next thirty years – as big a threat to the UK’s
productivity and competitiveness as our skills and training deficit. Health at work can not be an
IiP UK ‘sideline’ which supplements its existing good work to promote the adoption of training
and development practices among UK employers. It must become mainstream.
The Work Foundation believes that IiP UK has a pivotal role to play, not just in promoting the
message about health at work, but in delivering accessible and relevant support to employers
across all sectors and of every size as they struggle to provide healthy working environments
and good quality jobs within which employees can drive forward our national productivity and
competitiveness.
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