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Introduction

YOU DON’T HAVE TO work in a coal mine, on an oil rig, in a chemical plant, or in construction to face a possibly toxic, health-destroying workplace. In today’s work world, white-collar jobs are often as stressful and unhealthful as manual labor or blue-collar work—frequently more so. That’s because physical dangers at work have been largely eliminated by the Occupational Safety and Health Administration (OSHA) in the United States and comparable agencies in other countries. Reprising a lesson from the quality movement that what gets inspected—and measured and reported—gets affected, countries pay attention to workplace fatalities and incidents, such as falls or chemical spills, where bodily harm can be readily ascertained. The result: the rate of workplace deaths in the United States decreased 65 percent just between 1970 and 2015, while the rate of workplace injuries fell some 72 percent over that same time.1

Meanwhile, stress at work, not subject to OSHA reporting or intervention, and seemingly invisible and accepted as an inevitable part of contemporary workplaces, just keeps getting worse for almost all jobs, resulting in an ever-higher physical and psychological toll. For instance, the health website WebMD reported that work was the number one source of stress,2 and the American Psychological Association’s 2015 report Stress in America 3 noted that the top two sources of stress were money and work, with almost one-quarter of all adults reporting extreme levels of stress. Another poll of almost three thousand people reported that nearly half of employees reported missing time at work from work-related stress, 61 percent said that workplace stress had made them physically sick, and 7 percent said they had been hospitalized because of workplace stress and its physiological effects.4

If the aggregate statistics are disturbing, the individual stories are truly horrifying. Talk to the person in a senior finance role working in a rapidly growing medical services provider. Confronting almost impossible work demands that required frequent all-nighters, she began taking stimulants, moved on to the exceedingly available cocaine, and numbed the constant workplace stress and abusive supervision with alcohol. Her (ultimately successful) detox process from workplace-induced alcohol and drug addiction required enormous amounts of psychological and financial resources—and, of course, leaving her toxic place of employment.

Or interview the television news producer who demonstrated organizational loyalty and commitment by being willing to go anywhere in the world at any time on almost no notice to help get the story. That person gained sixty pounds in a short period from not having the time to eat properly, let alone exercise. The unrelenting job demands jeopardized the person’s marriage and the relationship with their child as well as their physical and mental health.

Or converse with the person receiving workers’ compensation while on disability leave after being diagnosed with post-traumatic stress disorder caused by their job at the electric utility Southern California Edison. The PTSD came from excessive work demands—too much work given, too lean staffing levels, and the unrelenting pressure from supervisors to complete the impossible workload.

The stories are almost endless and the costs, to people, their employers, and the larger society, are enormous. For example, the American Institute of Stress maintains that job stress costs US employers more than $300 billion annually.5 The ill-health from workplace stress adversely affects productivity and drives up voluntary turnover. One poll found that nearly 50 percent of the respondents reported “having changed jobs to escape the stress.”6 As we will see in Chapter 2, on the toll of unhealthy workplace practices, the costs to just the US health-care system approach $200 billion a year, and may be more.

Unfortunately, the problems from what IESE Business School professor Nuria Chinchilla once aptly called social pollution seem to be getting worse, not better. Possibly the saddest part of the tale: even as organizations of all kinds regularly permit, if not encourage, management practices that literally sicken and kill their employees, these same employers also suffer because toxic management practices and unhealthy workplaces do not improve organizational profitability or performance. On the contrary, unhealthy workplaces diminish employee engagement, increase turnover, and reduce job performance, even as they drive up health insurance and health-care costs. All too many workplaces have management practices that serve neither the interests of employees nor their employers, truly a lose-lose situation.

People’s needless harm and suffering occur even as companies tout their environmental bona fides. Ironically, companies have developed elaborate measures to track their progress on environmental sustainability with little thought given to the companies’ effects on human sustainability. Although environmental sustainability obviously is essential, so is human sustainability—creating workplaces where people can thrive and experience physical and mental health, where they can work for years without facing burnout or illness from management practices in the workplace. We should care about people, not just endangered species or photogenic polar bears, as we think about the impact of corporate activity on our environments. And as companies obsess over their carbon footprint, they would do well to consider their effects—their footprints—on the human beings, a carbon-based life-form, who work for them.

As we will see in the pages that follow, if anything is going to change with respect to workplace well-being and employee physical and mental health, some or a combination of the following things will need to occur. First, current and prospective employees must understand what constitutes health risks in their work environments, and that includes the psychosocial risks that are today more omnipresent and dangerous than the risks of physical injury. Armed with that information, people must then begin to select and deselect their employers at least partly based on stress-related dimensions of work that profoundly influence their physical and mental health.

Second, employers will need to understand and measure what their toxic management practices are costing them, both in direct medical costs and more indirectly in lost productivity and increased turnover. That understanding and quantification of the costs of toxic work environments seems like a necessary first step toward change.

Third, governments at all levels will need to first acknowledge—and measure—and then do something about the externalities created as employers offload people who were physically and psychologically damaged at work onto various parts of the public health and welfare system. The public costs of privately created workplace stress and unhealthy workplaces have already prompted policy attention and action in the United Kingdom and in many Scandinavian countries, in part because with government-funded health care, it is in the economic interests of public agencies to reduce unnecessary health-care costs, including preventable costs from workplace stress.

And fourth, societies will need social movements, or maybe several social movements, that make human sustainability and people’s work environments as important as environmental sustainability and the physical environment have become. Decades ago, companies regularly dumped pollutants into the air, water, and ground. Then people decided that preserving the physical environment and having businesses pay for the external harm they were causing were worthy social goals. Because of the environmental movement, publicity, and political pressure, governments all over the world passed laws and nations developed norms that curtailed many actions that polluted the physical environment. In a similar fashion, societies would benefit from movements that resolutely take the importance and sanctity of human life and people’s physical and psychological well-being more seriously—not just at life’s very, very beginning or at its very, very end, but throughout people’s lives, including their lives at work.

ANOTHER INCONVENIENT TRUTH

Several distinct but interrelated events caused me to delve into the topic of work organizations and their effects on human health, while undertaking the research that resulted in this book.

First, many decades of research and teaching by both myself and colleagues around the effect of high-commitment or high-performance work practices on productivity and other dimensions of organizational performance7 had resulted in little to no positive change. Notwithstanding the publication of numerous books, including some of my own,8 on this topic, workplaces were, if anything, getting worse with less employee engagement and satisfaction and diminished trust in institutional leadership.9 Books, articles, and talks on the connections between people and profits seemingly weren’t going to change management decisions or organizational practices. What might?

As I participated in meetings of the Hewitt Human Capital Leadership Council (prior to Hewitt’s merger with Aon), a group of senior human resource leaders from large corporations, and as I served on the Stanford Committee for Faculty and Staff Human Resources, I couldn’t help noticing something. The conversations often focused on health-care costs. Employers seemed obsessed with and relentlessly focused on reducing these costs. The thought crossed my mind that many of the management practices that produced higher levels of employee loyalty, engagement, and performance—things such as job security and decision-making discretion—might also produce healthier workplaces. If that were the case, perhaps employee health and health-care costs could become the lever to increase the adoption of high-commitment work arrangements, management practices that had been advocated for so long but were so infrequently embraced and quickly abandoned in times of economic stringency. If companies and countries were going to “bend the cost curve” of health, to use an oft-heard phrase, changing work environments just might be one of the best places to focus efforts and attention.

Second, as I sat on the various committees just mentioned, I was struck by how everything was always about “costs” and “resources,” particularly when it came to people. To take just one example, because of the recession that began in 2007 to 2008, Stanford University laid off between four hundred and five hundred people10 and, earlier in the decade, had instituted a wage freeze in the face of a budget shortfall,11 notwithstanding the university’s enormous endowment. During that time, as I drove through the campus one day, I noticed enormous specimen trees sitting in planter boxes awaiting planting in the ground. About a decade earlier, there had been much publicity about the demise of a three-hundred-year-old large heritage oak near the Stanford Family Mausoleum on campus. This tree had “been the object of much care and affection” and had received heroic efforts to save its life.12 Some years later, a Palo Alto news article remarked on the apparently newsworthy event of the cutting down of an oak tree near the soccer stadium because it could not be saved—but it would be replaced by six new trees.13 Observing all this, I commented to several people that at Stanford, you were better off being a tree than an employee. At too many workplaces, trees—or maybe landscaping—fare better than people.

Language, the terms people use to describe the world, tells a lot. When we talk about people at business, we often use terms such as human resources and human capital. When people describe wages and health benefits, employee or health care is often followed by the word costs. Years ago, independent power producer AES’s cofounder, Dennis Bakke, told me that he objected to one of my book subtitles that read “building profits by putting people first.”14 Bakke said that putting people first should not be solely or maybe even at all in the interests of profits, or costs. Instead, Bakke argued, people, as human beings, as living creatures, deserved to have their welfare and well-being receive some priority in management decision making, independent of the effect of that prioritization on costs or profits.

We need to change the language routinely used in business. Well-being and physical and mental health need to become much more focal in conversations and policies. As Bob Chapman, CEO of the privately owned $2.5 billion manufacturing company Barry-Wehmiller, likes to say, corporate leaders have a responsibility to steward the lives of the employees who are in their hands. The people who come to work are the husbands and wives and sons and daughters of family members who love them. Leaders should ensure that at the end of the day, their employees return home in good shape, prepared to live fulfilled lives outside of work.

Third, in political discourse in the United States and some other countries, there is vigorous, ongoing discussion of “pro-life” policies. But such debates and the laws, appropriations, and regulations that accompany them seldom consider what happens to people during most of their lives, when they are working. If we take seriously the fundamental sanctity and importance of human life and well-being, I concluded that there is a moral, ethical reason to be concerned about human health and well-being in the workplace. And if I was concerned about people’s welfare and how that was affected by work environments, I ought to understand the magnitude and dimensions of the issue.

I had these ideas already in mind when IESE professor Nuria Chinchilla asked me to participate in a conference she was organizing on the general theme of work and family. Chinchilla had talked to me about social pollution and had commented that the real “inconvenient truth”15 was not just the destruction of the physical environment but also the degradation of the social environment, in part through how employers operated. The conference never occurred, but that paper, which began my exploration of the issue of the workplace and human health, appeared in a refereed journal and laid out some of the first ideas on the topic of human sustainability.16 From that point on, I have gathered information from interviews and epidemiological data, and elicited the collaboration of outstanding operations-research colleagues to help estimate the aggregate effects of harmful workplace exposures. This book represents what I have learned from these efforts.

I can summarize this learning in a few short sentences. The workplace profoundly affects human health and mortality, and too many workplaces are harmful to people’s health—people are literally dying for a paycheck. Most important, the situation is worse than I had imagined, affecting people in numerous occupations, industries, and geographies, and cutting across people of various ages and levels of education. What I learned and the people I encountered in my research have fueled my passion and commitment to bring both the data and the stories to light. I do this in the hope that the information will stimulate the many important but attainable changes required to stop the unnecessary psychological and physical carnage occurring in workplaces all over the world.

Simply stated, work environments matter. We know they matter for people’s engagement, satisfaction, turnover intentions, and performance—findings that constitute a vast research literature in the domain of organizational behavior. Work environments matter also for people’s physical and mental health, and well-being. It follows that concern for life and human sustainability, as well as a focus on costs and productivity, needs to include a focus on the workplace and its effects.





Chapter 1

Management Decisions and Human Sustainability

“According to the Mayo Clinic, the person you report to at work is more important for your health than your family doctor.”

—BOB CHAPMAN, CEO of Barry-Wehmiller and author of Everybody Matters

THE HEADLINES—AND THE DATA—TELL the tale. An Uber software engineer making $170,000 a year, Joseph Thomas, committed suicide in August 2016, by shooting himself. His father and his wife blamed workplace stress. “He worked long hours . . . he felt immense pressure and stress at work, and was scared he’d lose his job. . . . He became someone with very little confidence in himself. . . . He was saying he couldn’t do anything right.”1 Mr. Thomas was not an isolated case, with Uber employees attributing “panic attacks, substance abuse, depression, and hospitalizations to the stress of the job.”2

Workplace stress and its health consequences affect people everywhere. Between January 2008 and the spring of 2010, at least forty-six employees of France Telecom committed suicide, with observers pointing to cost-cutting and reorganizations as the cause.3 In just the four months between January and May 2010, nine employees at Foxconn, the large electronics manufacturer in China that supplies Apple and HP, among many others, killed themselves, and two other workers were injured in suicide attempts.4 The presumptive cause, according to employees, was the working conditions at Foxconn.

Moritz Erhardt, a twenty-one-year-old Merrill Lynch (part of Bank of America) intern, collapsed and died in London after working for seventy-two hours—three days—straight. The coroner’s report said that Erhardt died “as the result of an epileptic fit that may have been triggered by stress and fatigue.”5 Watami Food Service in Japan was “accused of driving a new female employee to suicide just two months after joining the company . . . the woman’s monthly overtime work exceeded 140 hours.”6 Severe economic problems in the agricultural industry in India resulted in almost two hundred thousand farmers committing suicide between 2007 and 2009 because of “rising debt and resulting economic and existential despair.”7

The consequences of workplace stress cut across countries, specific jobs, and organizational levels. A Chicago commuter train director being investigated for an unauthorized vacation payout stepped in front of a train and killed himself. A Maryland lawyer who discovered he was about to lose his job died from a self-inflicted gunshot wound. In 2008, as employment insecurity and stress from the severe recession increased, US workplace suicides reached their highest level ever.8

Some of the most problematic, stress-causing aspects of work environments include low wages, shift work, and the absence of job control. For example, low wages produce stress from having to survive with little income, and inadequate income impairs access to health-care services. Not surprisingly, a number of research studies find that low wages predict obesity, anxiety and depression, low birth weights, and hypertension.9

Many of these problematic job attributes affect primarily lower-level employees. However, professional and C-Suite executives are scarcely immune to the effects of poor working conditions on their health and well-being. For instance, “Swisscom CEO Carsten Schloter, 49, had trouble with being on call 24-7. Pierre Wauthier, 53, CFO at Zurich Insurance Group, was in the middle of a horrendous conflict with his CEO.” Both men committed suicide in 2013.10

Some people facing difficult workplace conditions get sick or die. Some people confronting toxic workplaces kill themselves. Some individuals facing intolerable workplace stress kill others. In June 2017, a former employee who had been fired from his job at Fiamma, a business that makes awnings and other accessories for recreational vehicles, arrived at his former employer and systematically tracked down and killed five people before he committed suicide.11 Such instances are all too common. In 1986, a mail carrier murdered fourteen coworkers and wounded six others—thereby prompting the phrase “going postal.”12

In 2013, 397 people were murdered at work in the United States. The presumably good news: that number was down from the 475 work-related homicides reported in 2012. Between 1992 and 2010, there were almost fourteen thousand workplace homicide victims.13 The number of people killed in work-related violence while at the workplace is “more than were killed by fires and explosions, getting caught in equipment or machinery and exposure to harmful substances combined.”14 Of course, killings are the most severe and dramatic form of workplace violence. The Occupational Safety and Health Administration estimates that some two million employees per year are victims of workplace violence, with many instances going unreported. Clearly, workplace violence is a serious health risk.

People, particularly educated, skilled people, often surprise themselves by their reactions to stressful work environments. A self-described “recovering banker” in South Africa wrote to me about “falling off the corporate hamster wheel” and slipping into a severe clinical depression, something that two business school degrees and numerous leadership training programs had scarcely prepared him for. The whole experience took him by surprise:

I ignorantly and arrogantly thought that depression didn’t happen to people who were “successful,” with a good job, house in the suburbs, station wagon, and so on. I never returned to work after my breakdown, but as part of my recovery process, embarked on a master’s degree in Applied Psychology, developed a stress symptom survey, and wrote a book about my experience. Data from some 2,500 white-collar employees uncovered that all organizations we have surveyed are displaying worrying levels of symptomology that is impacting all key business areas.

Similarly, a Salesforce.com employee in San Francisco, someone with a business degree from a very prestigious school, told me that when she joined the organization in a management role, she almost immediately had to go on antidepressants to cope with the work environment. Over the years, she has relied on psychotherapy, a career coach, occasional weekends away, a supportive spouse, and massages among other things to help her handle a workplace in which the demands from her various bosses, long working hours, and the threat of being fired at any moment for any performance slipup or political miscue are omnipresent.

Like many “successful” people working in high technology, she doesn’t have that much control over her job and her life. Many months pregnant with her first child, she learned on a Thursday that she needed to miss a social engagement on that Saturday so she could be on a flight to Paris to arrive on Sunday for a Monday meeting. This is just one example of an ever-changing schedule and job demands that leave her feeling not in control of her environment. Her coping strategies, all of which are expensive—the total cost for the therapists, the personal trainer, and others undoubtedly exceeds $2,000 a month—are possible only because she and her spouse have excellent educations and good jobs. How do the majority of workers, whose salaries don’t top the charts, cope with similar workplace stress?

Her experience is scarcely unique, even within Salesforce, a company currently on Fortune’s Best Places to Work list. A colleague of hers who had recently delivered a child and was ostensibly on maternity leave felt pressured to return to work less than two weeks after giving birth so she could present a keynote speech at a major Salesforce event. Naturally enough, the request to come back into work was posed as a compliment: “You have this big role at this important, high-visibility meeting, so you should be flattered to be invited and certainly not miss the opportunity to shine in front of the Salesforce brass and the many attendees.” The not-so-implicit message: What’s wrong with you that your job doesn’t come before even your newborn?

Both individuals have contemplated leaving their jobs. That fact demonstrates that difficult bosses and stressful work environments harm not only people’s health: toxic workplaces are also an important cause of turnover, job dissatisfaction, and other forms of productivity loss for organizations.

Systematic data buttress the scores of case examples I uncovered in my research. There is the so-called Black Monday Syndrome, the fact that more people have heart attacks on Monday morning than at other times during the week, maybe because they are back at work after the weekend. The prevalence of heart attacks on Monday morning has caused hospitals to staff emergency rooms to correspond to the increased risk.15

The aptly named American Institute of Stress has collated numerous studies of stress. Some highlights from these data:


	“Job stress is far and away the major source of stress for American adults and . . . it has escalated progressively over the past few decades.”

	80 percent of workers in the Attitudes in the American Workplace survey reported feeling stress on the job.

	Two separate studies reported that about 10 percent of employees said that there was physical violence or an assault in the workplace because of job stress.16



One report by the National Institute for Occupational Safety and Health “included data showing that one-quarter of employees view their jobs as the major stressor in their lives and that problems at work are more strongly associated with health complaints than any other stressor, including financial or family problems.”17

Work environments are for the most part the same in other countries—also frequently too stress-inducing. An annual national survey measuring stress in Australia found that in 2014, 45 percent of Australians “reported being stressed out about work,” that in 2013, stress was having at least some impact on the physical health of about three-quarters of Australians, and that workplace stress was at a two-year high.18 A 2012 Statistics Canada survey showed that 28.4 percent of Canadians found most work days to be either quite a bit or extremely stressful.19 And a report in the United Kingdom concluded: “The evidence is overwhelming that work-related mental ill-health is a major problem in our society with substantial economic, commercial, and human costs.”20

The Gig Economy and Workplace Stress

The evidence suggests that the adverse effects of work environments on people’s health may be getting worse. One reason is the changing nature of work and specifically the rising prevalence of precarious employment—the contract and freelance work of the so-called gig economy. Some forecasts predict that by 2020, “40 percent of the US workforce will be so-called contingent workers.”21 In 2015, the Freelancers Union noted that one-third of working Americans had engaged in some freelance work during the past year.

People working on short-term contracts confront more economic uncertainty and insecurity, and they seldom receive paid time off or other benefits, including training. While many people who perform “gigs” are doing it to supplement their income, data suggest that sharing economy workers don’t make very much money. A chart in Fortune reported that the average monthly income was $229 for people working for DoorDash, $364 for Uber drivers, $377 for Lyft, and $380 for TaskRabbit. People working for Fiverr made on average just $103 in a month and $98 for Getaround.22

A New Yorker article quoted platform economy companies’ own websites and blogs to make the point of how stressful and difficult such working arrangements are. One Lyft driver in Chicago was praised for picking up a passenger while nine months pregnant and finishing the trip as she went into labor. Lyft drivers net about eleven dollars per trip, so “maybe Mary kept accepting riders because the gig economy has further normalized the circumstances in which earning an extra eleven dollars can feel more important than seeking out the urgent medical care that these quasi-employers do not sponsor.” Fiverr, which touts itself as the freelance marketplace for the lean entrepreneur, apparently had an ad campaign on New York City subway cars that advocated eating coffee for lunch and noting that “sleep deprivation is your drug of choice” if you are a “doer.” A Fiverr video recommended answering “a call from a client while having sex.”23

Beyond the horrific stories, there is ample systematic evidence showing the adverse effects of insecure, often contingent employment on people’s health and well-being. For instance, one review of ninety-three studies of precarious employment in industrialized countries “found precarious employment was associated with a deterioration in occupational health and safety . . . in terms of injury rates, disease risk, hazard exposures, or worker (and manager) knowledge of OHS [occupational health and safety] regulatory responsibilities.”24

Management and Government Neglect of Workplace Stress and Its Costs

Notwithstanding the prevalence of workplace stress and its documented ill-effects on physical and mental health, strangely—and unfortunately—the workplace and its effects on social sustainability and health remain mostly under the radar. Workplace stress is largely ignored by employers, governments, and, yes, business schools, too, notwithstanding an enormous epidemiological literature on the effects of workplace conditions on physical and mental health25 with an enormous toll in both health-care costs and population mortality that I describe in Chapter 2. Chris Till, the former chief executive of the Human Resources Institute of New Zealand, told me that when he talked to the New Zealand government about the connection between workplace conditions and population health, the response was, “Stress is just a normal part of work,” with the implication being that nothing could or would be done. Till noted that the government has not yet figured out that workplace injury consisted of more than dramatic physical injuries or accidents—that chronic stress and exposure to management practices that adversely affect health causes both physical and mental health problems and imposes costs borne by business and society.

Dame Carol Black, a principal in Newnham College at Cambridge University, told me that in 2011, she and Professor Sir Cary Cooper, a noted organizational psychologist, conducted a quick survey of more than one hundred UK business schools to assess whether they included teaching on health, employee engagement, and well-being in any of their courses. They found that the answer to this question was “a resounding no.”26 Nor is the situation much different inside employers, with a very small fraction of organizations measuring workplace-related stress and an even tinier proportion trying to address the problem.

Christy Johnson, a Stanford MBA graduate who is the founder and CEO of strategy consulting firm Artemis Connection, has been interested in the people aspect of strategy implementation. She commented to me on “the striking resistance to getting people to be honest about what’s going on with their workforce.” When I pushed back on that comment and asked her about the activities of HR departments and the employee surveys that many places conducted, her response was that these activities were mostly about compliance with rules and legal regulations and risk management—not getting sued—and that many places did not do much with the survey data they collected.

One notable exception to the neglect of systematically measuring workplace-induced health and well-being is the Gallup-Healthways national surveys of well-being, data that, along with Gallup’s research expertise, has brought attention to well-being, employee health, engagement, and company performance. But note that Gallup’s results are reported by geographic area, not by specific company—so there is no spotlight on specific workplaces that are doing particularly well or poorly. Moreover, Gallup reported that “only 12 percent of employees strongly agree that they have substantially higher overall well-being because of their employer.”27

It Doesn’t Have to Be This Way

Of course there are exceptions, albeit not enough of them. Some companies demonstrate that it is both possible and profitable to care for people’s physical and mental health and overall well-being.

In 2004, Mark Bertolini, currently the CEO of health insurance company Aetna, suffered a severe skiing accident that almost killed him and left his left arm in constant agonizing pain. That, plus a son dealing with a rare cancer, caused him to get more interested in health as well as in alternative therapies. Aetna has made employee health a priority, with a focus on physical, mental, social, and financial health.28 In 2015, Aetna increased its internal minimum wage to sixteen dollars per hour, which was a 33 percent increase for the company’s lowest paid employees. About 5,700 people saw their wages increase. The company also changed its health benefits to reduce employees’ out-of-pocket expenses. The company offers free yoga and meditation classes that about one-quarter of the workforce has participated in. People who have taken at least one class “report, on average, a 28 percent reduction in their stress levels, a 20 percent improvement in sleep quality, and a 19 percent reduction in pain. They also become more effective on the job.”29 The company also offers a weight loss program and health screenings for its employees. In 2016, Aetna launched a student loan repayment program under which it will make matching loan payment contributions up to $2,000 per year. At Aetna, health-care costs have either gone down or, some years, gone up less than the national average—possibly because of the company’s focus on employee well-being.

Bob Chapman is the CEO of Barry-Wehmiller, a $2.5 billion manufacturing company with about twelve thousand people working in plants all over the world. One day a number of years ago, Chapman had an insight that he explained to me: “We became aware that all twelve thousand people who work for us are somebody’s precious child, and we know that the way we treat them will have a material impact on their life.” Chapman decided that the goal of the company should be to send people home fulfilled at the end of the workday. When the company began seeing employees not as objects but as people who are precious to others, they built a culture in which people cared for one another. One consequence: a much higher level of altruism “where people genuinely offered to do things for others without expecting anything in return.” The company has been quite financially successful, with a compound growth rate in earnings of about 16 percent per year, even though it operates in very difficult manufacturing industry segments.

Chapman is now an evangelist for this way of thinking, having written a book, Everybody Matters,30 and going around giving talks about the Barry-Wehmiller approach and its journey to building a culture focused on employee well-being. He commented, “Eighty-eight percent of all people in this country feel they work for an organization that does not care about them. Three out of four people are disengaged. We know for a fact that when people do not feel valued, when they do not feel like they work in a good environment, there are consequences. I think there’s something like a 40 percent reduction in health-related issues when people feel happy in their work compared to feeling stressed.”

In this book, we will meet some of the companies that do care about their people’s well-being, and we will also review numerous research studies (and books) that speak to the economic and social rationales for taking care of employees.31 It is possible to do well and to do good at the same time. But the data on work stress, employee health, and employee engagement suggest that many more company leaders need to get—and heed—the message.

WHERE ARE THE PEOPLE IN THE SUSTAINABILITY MOVEMENT?

Sometimes even the most mundane actions and decisions reveal a lot about existing social values and priorities. So while economic development and land use decisions have many—some argue too many and too onerous—requirements for preserving the physical environment, such regulatory oversight invariably mostly ignores the well-being of the employees who may be affected.

A simple example. When in 2010, Safeway, the large grocery store chain, sought to expand its store in Burlingame, California, near where I live, the company filed an environmental impact report open to the public’s inspection. EIRs are of course required for any significant building or redevelopment projects. The report detailed the effects of the store expansion and construction on traffic patterns and congestion, outlined the landscaping and signage plans to preserve as much aesthetics as possible, and highlighted the many things that the company and its contractors would do, such as recycling waste from the demolition of the old structure, to minimize the environmental impact of the project.

There was, of course, nothing unusual about this report—one of hundreds of thousands filed each year. The fundamental premise behind such environmental reviews is simple: building anything invariably disturbs aspects of the physical environment, and good stewardship requires that companies take care to minimize the physical disruption and conserve and preserve as much as possible of the natural environment while still permitting economic progress and development to occur. Should such building or remodeling entail the significant modification or destruction of structures deemed to be of historical significance, the burdens placed on the project are correspondingly higher and the requirements for preservation all the greater. In addition, filing such reports and going through environmental reviews prior to construction recognizes the fact that it is easier to prevent harm than it is to subsequently remedy possible adverse impacts to the physical environment or historically significant buildings or gardens once damage has occurred.

It has become taken for granted that in the case of the physical environment, we are concerned about sustainability and environmental degradation. Laws and regulations preclude and punish activities that foul the air or dirty the water. Many companies trumpet their “green” credentials in their advertising, annual reports, and other messaging. They detail their actions to offset carbon emissions and mitigate other forms of environmental danger. These practices have become such a part of everyday business conduct that people often forget there was a time not that long ago when environmental regulations were vigorously opposed and many fewer businesses had made environmental sustainability an important part of their branding, targeted at both their customers and employees.

At first glance, nothing seems missing from the Safeway EIR, which is, because of the limited scope of the project—just replacing some existing buildings in an already developed commercial area—quite boring to read. But something is missing from consideration of the store remodeling’s impact. The store would be closed slightly more than a year during its reconstruction. The existing store had scores of employees. This store closing occurred in 2010, during a time of economic stringency as the US job market slowly recovered from a severe recession. So while Safeway would remove trees and temporarily disrupt traffic and parking during construction, all factors addressed in its EIR, the company’s actions would also affect the economic well-being and lives of its employees, something not discussed anywhere in its environmental impact statement. Although as it turned out Safeway did offer transfers to nearby stores to at least some of its employees, there is no mention of this in the EIR, no mention of what would happen to the other employees, no mention, in short, of the human impact of this relatively routine act of economic development.

Nor is this case unusual. The European Union risked a trade war with the United States by seeking to force airlines, including those from countries outside the European Union, to pay for the carbon pollution created by flights into and within Europe.32 Meanwhile, the European Union apparently was unconcerned about whether or not those same airlines, such as United, Delta, and American, had already reduced and continued to cut wages, jobs, and pensions, thereby negatively affecting the human environment and the psychological and physical well-being of their employees.

Want more evidence of this neglect of people in the sustainability reporting movement? If you go to the website where automobile manufacturer General Motors presents its sustainability bona fides, you can learn that GM is number one in clean energy patents, is among the top five in the world in the number of solar arrays hosted, has eleven landfill-free sites, and operates in twenty-six sites certified by the Wildlife Habitat Council.33 What you won’t learn is the number of jobs the company has cut over the past decade, what GM has done to reduce wages and benefits for new and experienced employees, and how the company manages its office and plant work environments in ways that affect people’s well-being. Nor does General Motors in its sustainability reporting present data on the aggregate physical and mental health of its current or former employees.

Similarly, Walmart, the largest employer in the United States with more than one million employees, has three environmental sustainability goals that cover energy, waste, and products.34 The company’s global responsibility reporting emphasizes renewable energy and emergency preparedness, among other things. When the report speaks to measures pertaining to people, the focus is on the number of associates promoted, the proportion of new hires that were women and people of color, and the company’s record of hiring veterans.35 No mention of providing wages that people can live on, health insurance so they can access health care, or work-family policies such as scheduling regular hours so associates can meet their nonwork obligations.

For all the laudable advances made in reporting about and to various stakeholders, we have not begun to scratch the surface when it comes to reporting on and promoting human sustainability. It remains the case that “the study and reporting of human rights and labor issues linked to sustainability risks are far less advanced than environmental and governmental ones.”36

These examples are not to single out Safeway, GM, Walmart, or any other specific company for its reporting or lack thereof about the human consequences of its management practices. Reporting on initiatives to reduce waste, conserve energy, recycle, and generally protect the physical environment is rapidly becoming the norm among a growing number of particularly larger companies that are increasingly embracing evermore comprehensive sustainability reporting. Reporting on employee well-being, when it occurs at all, is frequently limited to data on time lost from accidents and other very limited indicators that fail to adequately assess social sustainability.

Of course, there are exceptions, and some companies have adopted, and report on, a more comprehensive perspective on employee well-being. Other companies could learn from these cases. For example, in 2012, BT (British Telecom) revised their health and safety policy to include employee health and well-being as key components of the company’s people strategy. The company reports on lost time because of illness as well as accidents. Promoting good health is the first item listed in BT’s health and well-being strategy. The company provides support for people who become ill or disabled to be able to transition to different jobs so that they do not have to leave the workforce. BT has developed a “mental health toolkit” and a “stress risk assessment and management tool” and trained almost “5,000 people managers in mental health support since 2008.” Most important, BT’s management system and philosophy begins with: “The first and foremost principle for any organization should be to avoid doing harm to its people.”37 If more companies took employee health this seriously in both goals and training, companies and people would benefit.

The simple fact that as a society we are apparently profoundly concerned about the physical environment and largely indifferent to what companies do to the social environment, to the human beings who work for them, has important implications for understanding the contemporary world. It helps explain why jobs, particularly good jobs, are disappearing and why many employees, in numerous countries, report increasing levels of stress and psychological and physical distress. The world of work provides a daily manifestation of the simple truism: out of sight, out of mind, or its corollary from the quality movement, what gets inspected gets affected, and what does not get measured, doesn’t change or even degrades. With no measurement, no reporting, no requirements for considering the consequences of creating social pollution, as distinguished from environmental pollution, work organizations continue to use decision logics that leave them blissfully—perhaps even willfully—unaware of what they are doing to their employees.

People Are Missing in Public Policy, Too

The emphasis on the physical over the social environment holds not just for companies and their reporting but for public policy as well. At both local and national levels, environmental regulations, for instance, limit waste discharges and carbon dioxide emissions and mandate automobile mileage standards. There are best practices, policies, and regulations for corporate governance, such as requiring outside directors on certain board of director committees, and efforts to measure, disclose, and limit environmental and governance risks. These activities are much more extensive than are comparable efforts focused on employee well-being. Monitoring the most basic aspects of physical safety such as workplace accidents and deaths has, over time, driven down workplace fatalities and injuries substantially, and some aspects of chemical exposure have been regulated. But otherwise employers in the United States and elsewhere are mostly free to impose layoffs, require flexible hours and shift work, and inflict other hardships that have important consequences for human health without considering the effects of these decisions.

It is true that there has been some, albeit limited, policy focus on the effects of workplace conditions on employee health and well-being, and such an emphasis is growing. The World Health Organization, recognizing that health is a human right and that population health confers many benefits, has acknowledged the psychosocial causes of ill-health, including such causes located in the workplace.38

In the United States, for decades the National Institute for Occupational Safety and Health (NIOSH) has recognized that the work environment can be a threat or risk factor for people’s physical and mental health. The agency has sought not only to assess the magnitude of the health risks at work but also to have employers remediate unhealthful conditions in workplaces to reduce the enormous human toll.39 However, it was only in June 2011 that “NIOSH launched the Total Worker Health Program . . . as a strategy of integrating occupational safety and health protection with health promotion to prevent worker injury and illness,”40 and around the same time, the US Department of Health and Human Services announced Healthy People 2020, with the goal of increasing access to programs to reduce employee stress.41 But for the most part, the emphasis remains on preventing occupational injuries and exposure to hazardous physical conditions coupled with encouraging health promotion programs, with comparatively limited attention focused on changing the psychosocial dimensions of work that have profound effects on health.

There has been somewhat more policy attention to the connection between work and health in the United Kingdom. Possibly because of more and better measurement, and partly because health costs created by harmful workplace practices affect governmental budgets because of how health care is delivered and paid for, the United Kingdom has focused somewhat more public policy attention on this issue. Dame Carol Black, a principal at Cambridge University, noted in a personal communication to me that “The British Government (of whatever political persuasion) has been increasingly interested in this agenda since 2005 when they produced the report ‘The Health, Work and Well-Being Strategy—the Vision’. . . . We still have a long way to go, but the effect of poor work, poor workplaces, poor leadership, and inadequate, poorly trained managers is now gaining traction.”42

Policy attention and reporting permits public entities to estimate the costs of harmful work environments, and that measurement, in turn, spurs action. So, in the United Kingdom, “between 2007 and 2008 an estimated 13.5 million working days were lost to stress-related absence.”43 And “an estimated 1.1 million people who worked in 2011 to 2012 were suffering from a work-related illness.”44 Because of the enormous economic costs of workplace-induced stress, the UK Health and Safety Executive agency has promulgated management standards to try to reduce the incidence—and therefore the costs—of work-related health problems. Nevertheless, the UK guidelines and the NIOSH initiatives rely more on voluntary implementation by companies than do comparable policies instituted by other agencies that are focused on the physical environment and that have more substantial fines and regulatory enforcement resources behind them.

The implication: if we truly care about human beings and their lives, including how long people live—if we are concerned with social sustainability and not solely environmental sustainability—we need to first understand and then alter those workplace conditions that sicken and kill people.

HEALTH AS A MEASURE OF WELL-BEING AND SOCIAL SYSTEM EFFECTIVENESS

We should care about mortality and human well-being for several reasons. In the first place, international human rights laws and conventions, such as the Universal Declaration of Human Rights and the International Covenant on Economic, Social, and Cultural Rights, consider workplace health and safety issues to be fundamental human rights.45 The moral and social justice foundations for considering human health abound.

Second, health status is one important indicator of organizational or any other social system’s performance. As British epidemiologist and expert on health policy Sir Michael Marmot wrote, “Health functions as a kind of social accountant. If health suffers, it tells us that human needs are not being met.”46 He quoted Nobel Prize–winning economist Amartya Sen: “The success of an economy and of a society cannot be separated from the lives that members of the society are able to lead.”47 Health status and well-being—self-reported physical and mental health—and other indicators such as infant mortality and people’s life expectancy, are all good barometers of how well any social system, be it a country, city, or work organization, is functioning.

In well-functioning systems, people are well and live long. When systems break down or suffer dysfunction, people get sick and die. This general principle is nicely illustrated by analyses of the missing men of Russia and Eastern Europe. The dissolution of the Soviet Union and the freeing of the Soviet-dominated or occupied countries of Eastern Europe would eventually lead to economic growth and improving health. But in the transition, access to formerly state-provided health services declined, unemployment and economic inequality and insecurity all increased and social problems including alcohol abuse soared. During this turbulent time, there were dramatic declines in life expectancy in much of Eastern Europe and a decrease in average male longevity of seven years in Russia following 1989.48 Put another way, “in the decade following the collapse of Communism . . . there were an estimated 4 million excess deaths . . . over and above what would have been expected from the historical trend.”49 Declining health and increased mortality mirrored and reflected the economic insecurity and breakdown of social support systems as Eastern European countries transitioned to new governments and social arrangements.

Another oft-used indicator of social system functioning is life satisfaction or subjective well-being, and economists as well as other social scientists are increasingly interested in understanding the determinants of happiness as well as how to best measure the construct.50 Not surprisingly, happiness and health status are positively related. A study of 151 early adolescents reported a positive correlation between health and happiness,51 with a similar positive relationship between health and happiness observed in a sample of 383 older adults.52 A study of the relationship between happiness and health in forty-six countries found a strong relationship between the two,53 and the World Database of Happiness summarized numerous studies from multiple countries evidencing strong correlations between health status and happiness.54 These results make sense because it is harder to be happy if a person is ill. The relationship between health status and measures of subjective well-being further make the case that the health of an organization’s employees is a useful and important measure of one dimension of organizational effectiveness.

In addition to the moral importance of human life and the role of health as an indicator of system functioning, there is also a strong economic rationale for a greater focus on the effect of the workplace on employee well-being. It should not be news that health-care costs are soaring all over the world, in part because of aging populations—birth rates have declined, which means that average population ages have increased—but also because of ever-eroding employment circumstances. One study linking working conditions to mental health noted that “available evidence provides support for the idea that job quality in most European countries has progressively deteriorated,”55 and what is true for Europe holds also in the United States with its more laissez-faire approach to labor market protections.

Much if not most of the increase in health-care costs faced by countries around the world arises from chronic (and somewhat preventable) diseases such as cardiovascular disease and diabetes. A World Economic Forum (WEF) report noted that in the United States, 75 percent of the more than two trillion dollar annual health-care spending was accounted for by people with chronic diseases. And these chronic conditions such as diabetes and circulatory problems are spreading throughout the developing world, including to countries such as China, Russia, India, and Brazil.56 Ill-health exacts a huge toll on productivity at both the societal and individual company levels of analysis. That same WEF report stated that the productivity losses from employees with chronic disease were as much as four times the already-large direct costs of treating those diseases.

HEALTHY PERSONAL BEHAVIORS COME FROM HEALTHY WORKPLACES

Because of ever-increasing health-care costs, the productivity loss arising from sickness, and the costs coming from having to replace employees who left the labor force because they were too ill to work, employers and governments around the world have instituted programs to enhance employee health and well-being. Such initiatives, however, focus almost exclusively on influencing individual decisions such as those concerning diet, exercise, smoking, and alcohol and substance abuse, leaving the context—the work environment—that affects people’s stress levels, and consequently their behavior, largely untouched.

Such health improvement programs are particularly common in the United States, where employers have traditionally been more directly responsible for paying for employee health insurance and, thus, indirectly employees’ health-care costs. A RAND Corporation report evaluating employee wellness programs noted that almost 50 percent of the employers in the United States with more than fifty employees and 92 percent with more than two hundred employees offered some sort of wellness promotion program in 2009.57 These programs encourage employees and their families to exercise, give up smoking, eat a healthier diet, restrict their alcohol intake, and monitor various biomarkers such as blood pressure and cholesterol to keep them at healthy levels. A survey of some eight hundred large and midsize employers by the consulting firm Aon Hewitt reported that 79 percent used rewards such as lower insurance premiums to try to get people to improve their health. Increasingly, Aon Hewitt found, companies were also imposing penalties for employees who did not improve on various biometric and lifestyle measures.58

Although employers are obviously concerned about health insurance costs and also employee absence, turnover, and productivity, and therefore attempt to improve these outcomes as they are affected by individual health, the focus of most wellness programs is too narrow to accomplish much. Employer interventions such as nutritional and stress counseling and exercise classes and the modest financial incentives offered to workers to induce them to participate in wellness screenings, and even public policy interventions such as cigarette taxes, focus almost exclusively on getting individuals to make decisions to engage in lifestyle changes.

As one example, the large grocery store chain Safeway has received much attention for its Healthy Measures program. That CEO-inspired initiative offered employees reductions in their health insurance premium contributions if they stayed within certain predetermined limits on smoking, obesity, blood pressure, and cholesterol.59 The assumption of this and similar programs is that if you improve people’s knowledge about nutrition and exercise, offer them exercise and stress-reduction opportunities, measure their health status, and possibly offer some financial inducements for participating, these interventions will be sufficient to get behavioral change. The problem is that employers seldom consider the workplace itself and what occurs there as important causal factors affecting individual behavior.

Such neglect is unfortunate because extensive research shows that individual health-relevant decisions such as drinking, smoking, drug abuse, and overeating are profoundly affected by job-related conditions.60 For instance, we know that work hours are long in many law firms that are also often characterized by very interpersonally competitive cultures. A New York Times article reported that “21 percent of lawyers qualify as problem drinkers while 28 percent struggle with mild or more serious depression and 19 percent with anxiety.”61 Moreover, as that article noted, many lawyers apparently have serious drug addiction issues that start by using stimulants to help them maintain their demanding schedules.

The work environment affects how people think about their lives and also their level of psychological well-being. Not surprisingly, people who do not like their lives are less likely to take good care of themselves. As psychiatrist Richard Friedman, explaining addiction, wrote:

No one will be shocked to learn that stress makes people more likely to search for solace in drugs or food (it’s called “comfort food” for a reason). . . . Now we have a body of research that makes the connection between stress and addiction definitive. More surprising, it shows we can change the path to addiction by changing our environment.62

Companies know about these work-environment effects, but nonetheless fail to act. For instance, a 2008 study by human resource consulting firm Watson Wyatt (now Towers Watson) found that 48 percent of organizations said that job-related stress, caused by long work hours and lean staffing policies that resulted in fewer people doing more work, affected business performance. However, only 5 percent of the employers said they were doing anything to address these health- and performance-related issues.63

Because the job conditions that affect health are not the primary focus of most employer wellness interventions, not surprisingly, workplace wellness programs often don’t work very well, although the evidence on their success is mixed. The first important fact about wellness programs is that only a tiny fraction of these interventions have been evaluated at all. Second, an important issue with workplace wellness programs is employee participation. For instance, supermarket chain H-E-B found that annual health-care claims were about $1,500 less for participants in its workplace wellness program.64 But a RAND study reported that employee participation rates frequently were not that high, with fewer than half of employees in workplaces offering wellness programs participating. A Gallup survey found that “only 24 percent of employees at companies that offer a wellness program actively participate in it.”65 Even at Stanford University, which has a long-running, well-administered, comprehensive, leadership-supported program with financial incentives for participation, a significant fraction of employees—more than 35 percent—do not avail themselves of the program.

One meta-analysis of thirty-two published studies concluded that “medical costs fall by about $3.27 for every dollar spent on wellness programs and that absenteeism costs fall by about $2.73 for every dollar spent.”66 However, a more recent, comprehensive analysis concluded that “wellness programs produce a return-on-investment . . . of less than 1-to-1 savings to cost.”67 And a study of PepsiCo’s wellness program, Healthy Living, found that “seven years of continuous participation in one or both components [of the program] was associated with an average reduction of $30 in health care cost per member per month,” with the disease management component accounting for the lower costs while the lifestyle-altering component had no effect.68 The RAND report found that wellness programs had some effect on lifestyle choices such as diet and exercise, but an analysis of more than 360 thousand employees from five employers noted that the difference in health-care costs between people who participated in wellness programs and those who did not was just $157 annually, an amount that is neither statistically nor substantively significant.69 You can’t expect people to adopt healthy lifestyles when their work environments reinforce or even cause poor habits.

Separate from debates about the effectiveness of employer-initiated workplace wellness programs, it is quite instructive to think about the criteria most often used to evaluate these wellness interventions. Evaluations focus almost exclusively on health-care costs. Costs obviously are important. But maybe, just maybe, assessments of employee wellness programs should also focus on employees’ wellness and well-being—their health, both physical and mental, and even their mortality and morbidity. Health status is not perfectly correlated with costs. After all, if a person drops dead, health-care spending stops. Privileging economic costs over human well-being shouldn’t occur as thoughtlessly as it now does, and costs certainly should not be the sole criterion used in assessing whether wellness programs worked or did not.

EMPLOYER CHOICES AND HEALTH-CARE SYSTEM PERFORMANCE

Discussions of health and health-care costs often begin, as I have noted, by focusing on individual choices. One analysis estimated that poor individual decisions concerning diet, exercise, and substance abuse contributed to more than 1 million of the 2.4 million annual deaths in the United States.70

In addition to individual decisions, much public policy discussion and empirical research focuses on two other possible causes of the underperformance of the US health-care system, where underperformance means spending a large amount of money without obtaining better health outcomes. To be clear, the United States, despite being a leading source of drug and medical device innovation and despite enormous investments in technology and health infrastructure, clearly underperforms. According to the OECD, the United States spends $7,662 per person (adjusted for purchasing power parity) on health care, which is 2.6 times the OECD average and is the highest amount in the world. America devotes 16.9 percent of its GDP to health care, 1.8 times the OECD average, and again has the highest proportion in the world. Nonetheless, the United States ranks just twenty-seventh for life expectancy at birth, fifty-third in deaths per one thousand live births—a measure of infant mortality—and twenty-third in life expectancy for men aged sixty-five.71

One focus for reducing health costs and improving health system performance has been on societal-level choices such as the way the health-care system is organized and paid for and the administrative cost burden thereby created.72 Because the administration of much health-care reimbursement in the United States has been left to insurance companies, the evidence suggests that the United States confronts a particularly large administrative overhead expense of about 30 percent. Such expense is an almost inevitable result of health-care providers having to deal with a multitude of insurance companies and insurance companies transacting with numerous providers. A related more macro-level focus has been on what insurance should and should not be required to cover (for example, preexisting conditions, birth control, and alternative health therapies). Yet another macro-level focus has been how to pay for the medical costs of the aging populations that most advanced industrialized countries confront, and particularly how the cost burden should be shared between individuals and the larger society.

A second focus on the determinants of health system performance has been on the internal administrative dynamics of health-care organizations that actually deliver care, including how to ensure that the incentives providers face work to ensure cost-effective care. For example, there have been studies of the effectiveness of incentive pay and also analyses of practices that encourage learning and continuous improvement in health-care organizations.73

These are important factors to consider, of course, but ignoring the effects of employer actions that determine workplace conditions seems singularly unwise. Looking at what employers do daily to create healthy or harmful workplaces is a crucial missing piece of the story of human well-being, health, and health-care costs.

Consider as just one example the effects of employer decisions about wages. Although wages are partly determined by labor market conditions, there are low-wage and higher-wage employers in the same industry—Costco and Walmart being one example of such differences. And the evidence is clear: wages affect health. For instance, a study of more than seventeen thousand people using Panel Study of Income Dynamics data reported a negative and strongly statistically significant correlation between wages and the self-reported (based on a physician’s diagnosis) incidence of hypertension. The data show that the higher the wages earned, the lower the likelihood of reporting high blood pressure. The effect of wages on health was greater for women and for younger working people between twenty-five and forty-four years old. This was a prospective, longitudinal study, so that wages in an earlier wave of the study were used to predict newly diagnosed high blood pressure, thereby helping to establish the direction of the causal relationship. The evidence showed that a doubling of wages was related to a 25 to 30 percent diminished risk of hypertension.74 Many other employer decisions affecting work hours and work-family conflict also affect health, as we will see throughout this book.

My fundamental message is simple: employers have a choice. They can implement practices that enhance human well-being—physical and mental health—thereby reducing their own costs from employee medical expenses, absenteeism, workers’ compensation insurance costs, and the productivity loss from having employees who are physically at work but not “really there” (a problem called presentism in the research literature). Such employer actions will also reduce the costs to society from people’s poor physical and mental health and the harm done to individuals. Simply put, employers can make decisions to improve people’s lives in fundamentally important ways. Or, alternatively, employers can, either intentionally or through ignorance and neglect, create workplaces that literally sicken and kill people.

If we want to build a healthier society, develop policies that promote social sustainability and healthy workplaces, and cut unnecessary health-care costs and sickness and death, one important place to focus is on workplace-specific interventions that enhance people’s health and the social sustainability of work organizations.





Chapter 2

The Enormous Toll of Toxic Workplaces

WORKPLACES CAN BE HAZARDOUS to your health, even at a for-profit employer of primary-care doctors. A now-former employee, let’s call her Susan, described the toll of too much work on her and some of her colleagues and a CEO who “freaked out if things didn’t get done”:

I was just talking to one of our VPs the other day. She was breaking out in shingles because of the stress. . . . This past summer, I had a panic attack, and that had never happened to me before. I got to the point where I was so unhappy I was in tears every day. Hating what I was doing. . . . Just as office manager, I was juggling a job that should have been for two people, if not two and a half.

In my research, I heard a plethora of stories and anecdotes, and I came across many articles and much data about workplace stress and its consequences. The challenge: to find the data and do the analyses that would, with reasonable accuracy, estimate the economic and human toll of harmful management practices. That is the subject of this chapter.

For almost a decade, I have believed that harmful workplaces adversely affect physical and mental health and exact a tremendous economic and human cost. Moreover, it is management decisions that create toxic work environments, and it is management decisions that could, and in too few cases do, fix them. But if people are literally dying for a paycheck, if harmful work practices exact enormous costs, then it seems to me that we ought to address at least four questions that would help define the scope of the problem:


	How truly harmful, how bad, are a set of identifiable and reasonably common dimensions of contemporary work environments?

	What is the aggregate toll, both in lives and dollars, of these workplace exposures in the United States?

	To what extent might the differential exposure to harmful work environments explain the ever-growing inequalities in health outcomes such as life spans?

	And, most important, how much of the human and economic toll might be preventable, given the facts of economic competition and technological change that make the goal of creating no workplace stress seemingly impossible?



Addressing these questions required analytic and modeling skills far beyond my capabilities. I was fortunate to be able to induce Joel Goh, at the time a doctoral student at the Stanford Graduate School of Business and now a professor at the National University of Singapore, and Stefanos Zenios, a chaired professor in our operations and information technology group, to help me answer these four questions. This chapter describes what we learned and highlights the work of other researchers and countries that also sheds light on these topics as well as other dimensions of the toll bad workplaces are exacting. For those not interested in the details, such as which workplace exposures are the most harmful and how we went about putting together our analyses, here are our best estimates of the answers to each of the questions we posed:


	The ten workplace exposures we identified and studied are, with almost no exceptions, as harmful to health, including mortality and having a physician-diagnosed illness, as exposure to secondhand smoke, a known and regulated carcinogen.

	In total, workplace environments in the United States may be responsible for 120 thousand excess deaths per year—which would make workplaces the fifth leading cause of death—and account for about $180 billion in additional health-care expenditures, approximately 8 percent of the total health-care spending.

	Differential exposure to harmful workplace environments, largely affected by people’s level of education (and to a much, much smaller extent by race and gender), account for somewhere between 10 and 38 percent of the (growing) inequality in life spans.

	By comparing the United States to a set of twenty-seven countries in Europe, we estimate that about sixty thousand, or half of the deaths, and about $63 billion, or one-third of the excess costs, might be preventable.



Other research also points to a high human-and-economic toll. One empirical approach focuses on the percentage of specific diseases that are attributable to workplace conditions—so-called Attributable Fractions (AF). Using that method, a UC Davis researcher estimated that in 2007, there were 5,600 fatal injuries and 53,000 fatal illnesses attributable to workplace conditions, with a cost “at least as large as the cost of cancer.”1 Another study, employing the same methodology and using 1997 data, estimated forty-nine thousand deaths, which would make occupational death the eighth leading cause of death in the United States.2

In Australia, workplace stress costs the economy about $14.8 billion a year according to one estimate, with work pressure, harassment, and bullying comprising some 75 percent of psychological injury claims.3 Moreover, the executive director of the Australian Psychological Society reported that a stress and well-being survey revealed “a downward trend in psychological health and well-being,”4 a pattern observed in the United States as well. A survey of methods designed to measure health-related productivity losses reported that in the United States, “approximately $260 billion in output is lost each year . . . because of health-related problems.”5

A study reported in a Chinese journal in 2006 estimated that “at least one million people in China currently die from overwork each year.” A report from the Shanghai Academy of Science and Technology reported that “as many as 70 percent of China’s intellectuals [mostly university professors] faced, to a greater or lesser degree, the risk of premature death from exhaustion.”6 And an analysis using World Health Organization comparative risk assessment methods to calculate the burden of occupational hazards estimated that there were 850,000 deaths worldwide and a loss of twenty-four million years of healthy life.7 The European Agency for Safety and Health at Work estimated that stress accounted for 60 percent of all lost days in the workplace.8 These estimates all speak to a staggering human and economic toll from harmful workplace practices.

OTHER CAUSES OF PEOPLE’S HEALTH

One might wonder whether other factors might explain health-care costs and mortality. Although the workplace is an important environment for people, it is obviously not the only setting or the only cause of health issues. For instance, the family has an important effect on health. As one early analysis noted, “The family constitutes perhaps the most important social context within which illness occurs and is resolved. It consequently serves as a primary unit in health and medical care.”9

A large and growing research literature also demonstrates the importance of the community where one lives on people’s health and well-being. A study in Hamilton, Ontario, Canada, found that the socioeconomic composition of neighborhoods affected health status and the strength of the relationship between smoking and health.10 Another analysis using data from Chicago examined the role of residential instability, immigrant concentration, and socioeconomic status on health.11 Communities matter for health because of the social and material resources, including the availability of health-care resources that vary by community.

Social networks and interpersonal relationships also affect health. The effects of social relations on health derive from many pathways, including the effects of people’s connections on their individual behaviors. Consider some examples of this effect. One study found that being overweight moved through social networks in a process of social contagion. An individual’s chances of becoming obese increased by some 57 percent if that individual had a friend who became obese in a given time period.12 A review of the research literature concerning social effects on alcohol use described three mechanisms that helped explain peer influence on drinking: peers actually offering or supplying alcohol, peers modeling alcohol consumption, and peer behavior that helps determine social norms and expectations about what is appropriate alcohol consumption.13 Studies of drug use consistently concluded that “the social environment plays a critical role in determining the likelihood that an individual will use drugs or will develop a drug use disorder.”14 In many important ways, people are influenced by their peers, and this effect occurs for health-relevant behaviors as well.

This powerful influence of peers on behavior is one reason that substance abuse programs typically provide mentors and social support for people to call when they need help modifying their behavior. And such programs frequently incorporate efforts to change with whom people associate so that they remove themselves from the influence of others who are engaging in self-harming behaviors. Moreover, social relationships also can provide friendship and emotional support, people to talk to, which can reduce the harmful effects of stress.

Other factors, too, influence health and longevity. For instance, genetics and random chance, such as being in an automobile accident or inadvertently purchasing a car with mechanical issues, affect people’s health and mortality. As one medical article noted, “Genes affect virtually every human characteristic and disease.”15

Thus, not all disease or ill-health is controllable by what individuals do. Nor is all disease and death the result of what happens to people in the workplace. However, the workplace has very important effects on health.

ESTIMATING THE HEALTH EFFECTS OF WORKPLACE EXPOSURES

The job is where working people spend time, where they earn their income, where they attain—or not—social status and prestige. In the United States, a job is where employers decided, at least prior to the passage of the Affordable Care Act and to some extent even after that law was passed, if, and what kind of, health insurance and therefore what kind of health-care access, employees would have. Workplaces can be stress-filled or not. Extensive research, published over decades, consistently shows the adverse health effects of stress16 and even some of the causal pathways, for instance by inducing unhealthy individual choices.17

Any workplace practice that increases stress makes human well-being worse and health-care costs higher, while any management practice that either directly mitigates stress or provides ways of coping with it increases well-being and reduces health-care costs correspondingly. And because health and longevity are directly related to being able to access health care, workplace policies such as the provision of health insurance and the cost of accessing health care through that insurance also have consequences for both people’s physical and psychological well-being and their economic security.

It ought to be straightforward to estimate the effects of workplace practices on health and the associated costs, but it is not because no longitudinal data provide measures of both people’s work environments and their health over time. Thus, Goh, Zenios, and I had to use indirect estimation methods and data from numerous sources in a model to calculate the physical and economic costs of harmful management practices. Readers interested in the methods and the sensitivity analyses we used to ensure that the numbers were robust should consult the technical details available in peer-reviewed published articles.18

We used a straightforward and logical analytical process. First, we assessed the prevalence of employer practices and workplace conditions (which we called work exposures) that reasonably would be expected to adversely or positively affect employee health. We used data from several waves of the General Social Survey, a national random sample that measures attitudes and conditions that people experience in their lives, to estimate the extent to which the population was exposed to various workplace conditions.

Then we used meta-analysis, a procedure for combining the results from multiple studies, to estimate the magnitude of the effects of the workplace exposures on mortality and morbidity above what would be expected for people who did not confront these workplace circumstances.19 Finally, we estimated the costs of these adverse health outcomes using national data on medical costs for people with different levels of health. Throughout this process, we employed a variety of techniques to guard against double-counting the effects of multiple workplace exposures or, for that matter, multiple negative health outcomes that might result.

Our review of the epidemiological literature uncovered ten prominent workplace exposures related to employer decisions that affect human health and longevity:


	Being unemployed (sometimes, although not invariably, a consequence of being laid off);

	Not having health insurance;

	Working shifts (as opposed to customary daytime workdays) and also working longer periods, such as ten- or twelve-hour shifts as contrasted with the more customary eight hours;

	Working long hours in a week (e.g., more than forty hours);

	Confronting job insecurity (for example, because colleagues had been laid off or fired);

	Facing family-to-work and work-to-family conflicts;

	Having relatively low control over one’s job and job environment, including having relatively little freedom and decision discretion at work;

	Facing high job demands such as pressure to work fast;

	Being in a work environment that offered low levels of social support (for instance, not having close relationships with coworkers that provide social support to mitigate the effects of work stress); and

	Working in a setting in which job- and employment-related decisions seemed unfair.



For most of these measures, we used data from several of the most recent waves of the General Social Survey to estimate the frequency of occurrence of these conditions in US workplaces.

Then we did a search of the online database MEDLINE for articles that contained terms corresponding to these workplace conditions and health status. Our initial search uncovered almost three thousand articles. This large number of studies suggests that a) there is a large epidemiological literature relating elements of the work environment to health, and b) the work environment dimensions we started with were a reasonable place to begin to estimate the effects of job circumstances on health. To make the meta-analysis task manageable, we used only those articles that employed relatively large samples (more than one thousand people) and articles that utilized the most advanced and appropriate statistical methods. In the end, we incorporated the results of more than two hundred studies for our meta-analyses of the mortality effects of workplace practices. We used these studies to derive estimates of the magnitude of the health effects of the various workplace exposures, which, of course, vary in the severity of their consequences for people’s well-being.

While there have been other prior reviews and meta-analyses of the effects of workplace conditions on health, many of these have focused on single workplace stressors such as job insecurity,20 work hours,21 the absence of social support in the workplace,22 and psychological demands and job discretion.23 What our empirical estimates add to the existing research literature is that our results incorporate the most recent empirical findings and employ common methods and criteria to investigate the effects of ten workplace dimensions on four health outcomes.

The four health outcomes we considered are: mortality, presence of a physician-diagnosed illness or medical condition, self-reported mental health, and self-reported physical health. The research literature typically identifies health problems (and mortality) as either present or absent, a convention that we also followed.

It is important to note that self-reported physical health, whether measured by a single item or a scale, has been shown to be a significant predictor of subsequent mortality and morbidity, even after statistically controlling for other health-relevant factors.24 Moreover, this prospective ability of self-reported health to predict subsequent illness and death holds across different ethnicities and ages, so the value of self-reported health as a measure apparently is quite general.25

MANY WORKPLACE PRACTICES ARE AS HARMFUL AS SECONDHAND SMOKE

In the medical literature, health effects are typically reported as odds ratios, a practice my colleagues and I followed when we did the meta-analyses. An odds ratio of 2, for instance, would mean that someone exposed to a particular workplace stressor would have twice the odds of experiencing a particular health outcome, such as mortality or a physician-diagnosed condition, as someone not so exposed.26 To nonscientists, interpreting an odds ratio—how substantively important is the effect?—is often difficult. Therefore, to provide some context for ascertaining the practical importance of the results of our analyses summarizing the effects of workplace stressors on health, we compared our effect sizes with the health effects of exposure to secondhand smoke. Secondhand smoke is a known environmental carcinogen. More important, because of the recognized adverse health effects of exposure to secondhand smoke, public policy in the United States and increasingly throughout most of the world has focused on implementing regulations that reduce the chances of exposure to this hazard. Consequently, smoking is no longer permitted on public transportation such as airplanes, trains, or buses, or in offices, restaurants, theaters, and many other public places.

Figure 1, A to D, below graphically presents the odds ratios from our meta-analyses for the effects of various workplace exposures on the four health outcomes, reported in a paper published in a peer-reviewed journal,27 along with the size of the health effects of secondhand smoke on these same outcomes as reported in the medical literature. The inescapable conclusion: most of the workplace exposures have health effects comparable to or even greater than exposure to secondhand smoke. These results suggest that the work exposures, considered one at a time, pose significant health risks for employees.

FIGURE 1.

Comparing Health Effects from Work Stressors to Secondhand Smoke Exposure
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Odds ratios higher than 1 indicate that the exposures listed here increased the odds of negative health outcomes. No health insurance, for instance, increased the odds of a physician-diagnosed health condition by more than 100 percent. Odds ratios for exposures marked with an a were calculated with two or fewer studies and may be less reliable. Error bars are included to indicate standard errors. These bars indicate how much variation exists among data from each group. If two error bars are separated by at least half the width of the bars, this indicates less than a 5 percent probability that a difference was observed by chance (i.e., statistical significance at p <.05).

ESTIMATING THE AGGREGATE HEALTH EFFECTS OF WORKPLACE EXPOSURES ON MORTALITY

An adverse health effect of a workplace exposure that occurs infrequently is not something that would prompt organizational or public policy interventions. Health outcomes are determined both by the extent to which some exposure leads to adverse health consequences and also the prevalence of that exposure. The next task my colleagues and I undertook was to estimate the aggregate health effects of all ten exposures on two outcomes of great interest: mortality and health-care costs. I present the results for the analysis of mortality first.

Employing a model designed to reduce the likelihood of double-counting, Goh, Zenios, and I estimated that the number of total excess deaths each year attributable to the ten workplace conditions was about 120,000 people. To put this number in perspective, this is more deaths coming from poor, unhealthful, stressful workplace conditions than the number of deaths resulting from diabetes, Alzheimer’s, influenza, or kidney disease and about as many deaths as were reported in 2010 from both accidents and strokes. The data on deaths by cause come from the Centers for Disease Control.28

We also estimated the marginal contribution of each workplace condition to mortality, and I present these results in Table 1. Note that for various statistical reasons, the numbers in the table do not add up to the number estimated overall.

TABLE 1. Workplace Exposures and Excess Mortality








	WORKPLACE CONDITION

	ANNUAL EXCESS DEATHS



	Unemployment

	35,000



	No insurance

	50,000



	Shift work

	13,000



	Long work hours

	0



	Job insecurity

	29,000



	Work-family conflict

	0



	Low job control

	17,000



	Low social support

	3,000



	Low fairness

	–



	High job demands

	8,000





The absence of health insurance is the employment condition leading to the greatest number of excess deaths, followed by being unemployed and then by job insecurity. Shift work is associated with thirteen thousand excess deaths. An absence of job control and discretion at work is also an important contributor to excess mortality, causing some seventeen thousand excess deaths each year. Previous research has identified job control as an important factor predicting cardiovascular incidence and mortality.29 Our research is consistent with that finding and also supports previously reported studies that demonstrate the impact of not having health insurance on mortality.30 Some factors that, as shown below, do contribute to increased costs, do not increase mortality in our data. They make people sick but don’t kill them.

It is important to note that psychosocial aspects of work such as insecurity, low social support, and not having control over the conditions of one’s work have important effects on excess deaths.

Is this estimate reasonable?

The figure of 120,000 deaths per year makes workplace management practices the fifth leading cause of death in the United States. Is the workplace really that important for human health and well-being? Without excessively belaboring the point, here are some reasons why I believe this estimate is, as it was designed to be, conservative in its assessment of the toll of the workplace on mortality.

Implications from a Study of the Effects of Individual Choices on Health

About a decade ago, Ralph Keeney of the Fuqua School of Business at Duke University published a paper in which he argued, using a mathematical modeling approach and existing data, that of the 2.4 million deaths that occurred in 2000, 1 million were the result of personal decisions. He also showed that 55 percent of the deaths for people between the ages of fifteen and sixty-four were the result of personal decisions.31 Keeney’s conclusion: individual choices concerning behaviors such as smoking, eating (obesity), exercise, and alcohol abuse were a substantial cause of death.

Keeney argued that these personal choices about health-relevant behaviors could be changed to reduce the mortality rate in the United States. Keeney’s conclusion is, in its tone, no different from the assumption underlying many organizationally sponsored health improvement efforts: that intervening to affect individual behaviors and decisions can affect population health to lower health-care costs. But what Keeney and many health improvement efforts overlook is that studies consistently demonstrate the connection between stress, including workplace-induced stress, and unhealthy individual behaviors such as overeating.32 Other empirical research demonstrates the effects of stress on individual behaviors such as alcohol consumption,33 cigarette smoking,34 and drug abuse.35 These are precisely the types of personal decisions that Keeney implicated in his analysis of the toll of personal choices on mortality.

There is no reason to believe that the effects of workplace stress on these unhealthy behaviors would be different from any other source of stress. Individuals respond to stress, as many examples in this book illustrate, by self-medicating with drugs or alcohol to numb the psychological pain of an unhealthy workplace. People compensate for the psychological depletion of energy from a stressful work environment by overeating. Keeney’s analysis suggested there are one million excess deaths from individual choices. We know that stress affects these individual choices to eat too much, not exercise, take drugs, and abuse alcohol and smoke. We further know that the workplace is an important, if not one of the most important, causes of stress. Consequently, attributing only about 12 percent of the total toll from individual choices on mortality to workplace-induced stress seems quite reasonable, if not conservative.

The Physiological Mechanisms Linking Stress to Health

We don’t just observe an empirical relationship between the presence of stress and health outcomes. Over time, we have learned more precisely how harmful stress is and the ways in which stress produces adverse physiological responses. Research increasingly demonstrates the effects of stress on disease. For instance, “For men, prolonged exposure to work-related stress has been linked to an increased likelihood of lung, colon, rectal, and stomach cancer and non-Hodgkin lymphoma.”36 Moreover, we are increasingly understanding the mechanisms linking stress to disease.

Our evolutionary ancestors faced a world filled with threats. When confronted with some physical threat, organisms that could either outfight or outrun the threat had a survival advantage. Therefore, it was adaptive, in the presence of a stressor—a threat—to exhibit an elevated heart rate that would move blood and oxygen more efficiently through the body to muscles that would be useful for escape or conflict, to have heightened awareness and sensitivity to better apprehend one’s surroundings and to react more quickly to a perceived threat. However, what is adaptive in response to episodic, short-term threats—a metabolic response that raises the pulse rate—is unhealthy in the presence of chronic stress.

As I noted in a paper with Berkeley social psychologist Dana Carney:

When a person perceives the demands of a situation to exceed his or her own . . . resources, the mind makes sense of this discrepancy by appraising it as a threat. . . . If the stress response is strong enough, the result is elevated cortisol levels. . . . Cortisol is a catabolic (i.e., cell “breaking down”) hormone with links to chronic stress, systemic inflammation, accelerated cellular death, and generally poor health.37

Evidence shows that although elevated cortisol is adaptive in the face of a short-term, immediate threat, constantly elevated cortisol and other hormones produced in response to stress adversely affect health.38 These physiological pathways from stress to ill-health provide causal explanations of how workplace stress can lead to sickness and death.

The Importance of the Workplace as a Source of Stress

In addition, the available evidence consistently indicates that the workplace is an important source of stress and that many if not most of the causes of workplace stress are getting worse. For instance, economic insecurity has increased as the frequency of layoffs has grown and more people work in increasingly transitory, contingent work arrangements. Fewer companies offer health insurance as a benefit, and many of the costs of health care have been shifted to employees with ever-increasing deductibles and co-payments, a topic I examine in Chapter 4. Job control and job autonomy have diminished with the increasing availability and use of computer-based monitoring of work and work processes. Work hours have increased as global competition has intensified work, a topic explored in more detail in Chapter 5, where I consider the effects of work hours on health. Work-family conflict has grown with the availability of technologies that keep people always connected to their workplace and with the rise in working hours. Shift work and irregular work hours are more common as the hours of operation of establishments ranging from airports to food services have increased to be able to meet consumer demands whenever they occur. Fewer countries require stores to close on Sunday. To take a simple example, when I first began going to Barcelona in 2006, few stores were open on Sunday. Now, many more are—a trend occurring in many countries as the hours of operation of all sorts of business have expanded.

In short, although some workplaces have tried to do things to enhance employee health and well-being, for the most part, workplace stressors have grown in frequency and importance over time. Thus, it is completely reasonable to presume that the health effects of workplace stress are large and increasing.

THE EFFECTS OF WORKPLACE PRACTICES ON HEALTH-CARE COSTS

As I argued in Chapter 1, health-care costs bedevil both employers and governments, not just in the United States but all over the world. This focus on curtailing health-care costs raises this important question: How much do the ten workplace exposures we have identified cost, just in direct health-care costs, and not considering productivity losses and other costs these workplace practices may impose?

Goh, Zenios, and I, as part of our research, also derived estimates for the incremental costs of people’s exposure to harmful workplace circumstances. Fortunately, the US government surveys people to ascertain their self-reported physical and mental health and whether or not they have been diagnosed with any one of a number of major disease categories. The survey, the Medical Expenditure Panel Survey—Household Component, conducted by the Agency for Healthcare Research and Quality, also asks about the total of all direct payments for medical care during the year, including out-of-pocket expenses and costs paid by insurance, Medicaid, Medicare, and any other sources. These data permit us to estimate costs by an individual’s health status.

Combining the information on the effects of workplace conditions on various measures of health status, the information on what medical conditions and self-reported poor health cost, on average, and the prevalence of the various workplace circumstances that contribute to poor health, permits us to estimate the total costs of workplace exposures, as well as the extra health-care costs attributable to each specific workplace exposure.

My coauthors and I estimated that the incremental health-care costs from stress-inducing work conditions is about $190 billion annually, or approximately between 5 and 8 percent of the total US health-care budget. The inescapable conclusion: workplace conditions are a significant contributor to health-care costs in the United States.

Table 2 presents our estimates of incremental workplace costs by specific workplace condition.

TABLE 2. Incremental Health-Care Costs by Workplace Exposure







	WORKPLACE CONDITION

	ANNUAL EXCESS HEALTH-CARE COSTS



	Unemployment

	$15 billion



	No insurance

	$40 billion



	Shift work

	$12 billion



	Long work hours

	$13 billion



	Low fairness

	$16 billion



	Job insecurity

	$16 billion



	Work-family conflict

	$24 billion



	High job demands

	$46 billion



	Low job control

	$11 billion



	Low social support

	$9 billion





The biggest contributors to excess health-care expenditures are not having insurance, work-family conflict, and high job demands. Note that there isn’t complete correspondence between the factors that make health-care costs higher and those that result in excess deaths. That’s partly because the chronic illnesses caused by stress-related factors such as work-family conflict and high job demands create health conditions that result in people using the health-care system more intensively but not necessarily dying. When someone dies, health-care costs stop, which is why chronic diseases that persist over a long period of time often cost more than, for instance, sudden death from a heart attack, an outcome that research shows follows from layoffs and job loss.

Even more than was true for mortality, psychosocial elements of the work environment such as fairness, work-family conflict, high job demands, and low control over a person’s work environment contribute to excess health-care costs. Our cost estimates are almost certainly low, for the following reasons. First, as already noted, the analysis considers only direct medical costs that come from one of the four measures of health—self-reported physical and mental health, a physician-diagnosed health condition, or mortality. Our analyses do not consider any other costs, such as loss of working time or diminished productivity from suffering from a health problem. Indirect costs from things such as disengagement, being physically present but not feeling well enough to do one’s best, and being distracted by stress are typically estimated to be about five times as large as the direct medical costs, an issue I return to toward the end of this chapter.

Second, our analyses estimate the health-care costs, just as they do the increased mortality, experienced solely by the individual who directly faces the various workplace exposures, without considering any possible spillover effects to family and friends. In the cases of absence of health insurance, work-family conflict, and economic insecurity, for example, the likelihood of spillover effects to other family members seems high. Access to health insurance occurs or does not occur for everyone in the immediate family. Work-family conflict affects family members besides the focal employee. And the stress arising from the economic insecurity that comes from the threat of layoffs or highly variable wages and work hours likely impacts everyone in a household.

The conclusion about costs is the same as the conclusion about mortality: workplace practices have an important effect on the health-care costs companies and society confront. This means that workplace arrangements are one reasonable place to intervene in an effort to reduce such costs.

IS THE HEALTH TOLL PREVENTABLE?

When my colleagues and I put our research paper through the peer-review process, one anonymous reviewer made an important point: the odds ratios from epidemiological studies and our analyses necessarily compared the health effects and costs of workplaces with varying management practices to a counterfactual world in which there was no workplace-induced stress at all. But such a world does not—and possibly cannot—exist. After all, companies face competitive pressures, and they pass at least some of that pressure on to their workforce, be it in the form of long hours, work-family conflict, or the economic insecurity that arises naturally in dynamic economies where firms rise and fall and employment fluctuates. So, we sought to come up with at least some reasonable ballpark estimate of the extent to which the health toll in the United States was realistically preventable.

One way to address that question is to contrast the United States to comparable, advanced industrialized capitalist economies that also operate in the global marketplace but with different regulatory regimes and different national norms about workplace conditions and practices. In conducting this comparison, we came up with a crucial insight: as countries get richer, they spend more of their income on health and also achieve better health outcomes in terms of levels of population health. As part of spending more on health, the first thing societies tend to do is, for the most part, remedy environmental exposures that lead to disease, death, and excess health-care costs. For instance, as countries develop and get richer, they invest in clean water and sanitation to prevent waterborne illnesses; they clean up the air, and by reducing air pollution, prevent various lung and respiratory diseases. Countries also will engage in aggressive programs of vaccination to forestall infectious diseases such as polio, measles, mumps, and pneumonia.

To the extent this line of argument—as countries get richer they eliminate preventable environmental causes of death and illness—holds true, we should expect to observe a negative relationship between a country’s per capita income and per capita deaths (or health-care costs) attributable to specific environmental causes. We gathered data on the relationship between per capita income and the per capita death rate from air pollution and an infectious disease, tuberculosis, for a set of countries in Western Europe and the United States. We looked only at these two environmental causes of ill-health in part because other possible environmental causes of illness and death such as waterborne disease or polio occur so infrequently in advanced economies that data on their mortality consequences are unavailable.

As expected, there was a negative correlation between per capita income and per capita mortality from air pollution, with the correlation being –.44. In a similar fashion, there was a strong negative correlation between per capita income and per capita mortality from tuberculosis, with the correlation being –.57.

Having demonstrated the plausibility of the relationship between income and death from environmental causes, we extended the same logic to examine the relationship between mortality and health costs arising from the workplace with per capita income, under the assumption that at least some workplace harms would be preventable and prevented in advanced industrialized economies. Again we found the expected negative relationship, leaving out the United States. For health-care costs associated with workplace conditions, the correlation with per capita income was –.60, and for workplace-associated deaths, the correlation was –.65. Figures 2 and 3 show the graphs for mortality and health costs compared to per capita income. What is clear in those graphs is that the United States is an outlier. The United States is statistically significantly off the regression line in a direction that suggests that health costs and mortality are higher than would be expected given the country’s wealth—its high level of per capita income.

FIGURE 2. Deaths Per 100,000 Persons Attributable to Workplace Exposures
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Source: OECD statistics database, Fifth European Working Conditions Survey (EWCS), authors’ analysis

Notes: Regression line excludes the United States



FIGURE 3. Health-Care Cost (USD) Per Person Attributable to Workplace Exposures
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Source: OECD statistics database, Fifth EWCS, authors’ analysis


We next estimated equations relating both mortality and health costs to per capita income, with the United States omitted from the sample used to calculate the regression equation. Once that equation was computed, we simply inserted US per capita income and then could see what the predicted level of mortality and health costs would be for the United States if it exhibited the same relationship between income and the health consequences of workplace practices as the rest of the OECD countries we had studied. When we compare the predicted values to the actual, observed values, we have a reasonable estimate of the extent to which the United States could prevent both costs and deaths—just by being similar to this set of Western European economies.

Doing this calculation showed that the United States experiences about fifty-nine thousand excess deaths and about $63 billion in incremental costs annually compared to what would be predicted given its per capita income level. Considering the total toll we previously estimated (of about 120,000 excess deaths and $180 billion in costs), our analyses indicate that about half of the deaths and about a third of the incremental costs from workplace conditions appear to be potentially preventable if the United States were more similar to other advanced industrialized economies.

DIFFERENTIAL EXPOSURE TO WORKPLACE CONDITIONS HELPS EXPLAIN INEQUALITY IN LIFE SPANS

Inequality is a hot topic, what with growing income inequality not just in the United States but in many other countries as well. Inequality in health has also drawn increasing research and policy attention. Inequality in health, much like income inequality, has increased over the past decades in the United States and Britain as well as in other countries.39 One study reported that “in 2008 US adult men and women with fewer than twelve years of education had life expectancies not much better than those of all adults in the 1950s and 1960s,” and that the differences in life expectancies by race and education had widened substantially over time.40 In the United States, there is “a 20-year gap in life expectancy between the most and least advantaged populations.”41 British epidemiologist Michael Marmot noted that, in Washington, DC, average life expectancy changed by one year for people living near adjacent subway stops.42

For many reasons, including the moral component attached to life and, therefore, life spans, inequality in health outcomes seems less tolerable than inequality in other things such as income. As Sudhir Anand, an Oxford University–based development microeconomist, commented at a conference on equity and health, “We should be more averse to . . . inequalities in health than inequalities in income. The reasons involve the status of health as a special good which has both intrinsic and instrumental value. . . . Health is regarded to be critical because it directly affects a person’s well-being.”43 More than a decade ago, the World Health Organization decided to measure health inequality “as a distinct dimension of the performance of health systems.” That is because “average achievement is no longer considered a sufficient indicator of a country’s performance on health; rather, the distribution of health in the population is also key.”44

It is well known that socioeconomic status is related to health status and that there is a social gradient for health. While there are many reasons for expecting people with different backgrounds to have different health outcomes, recently more attention has been focused on the effects of working conditions on health inequalities.45 As one review noted, “It has long been recognized that adults with better jobs enjoy better health than those with less prestigious, less remunerating employment.”46

What previous research has not yet done is to ascertain how much of the inequality in health outcomes comes from differential access to jobs with different amounts of exposure to harmful workplace environmental elements. However, the work Goh, Zenios, and I did to estimate overall mortality and health cost effects provided both a model and the data necessary to undertake the task of estimating the workplace-attributable component of inequalities in health. We reasoned that one factor accounting for the observed inequality in average life spans for different sociodemographic groups was the difference in the jobs held by persons of different races and particularly those who had more or less education. It seemed plausible that less-educated people would be more likely to hold jobs without health insurance, do shift work, face more economic insecurity, and be in positions with less job control and higher job demands. Because these conditions all affect mortality, differences in job environments might help account for the enormous (and increasing) disparities in life span.

And that is precisely what we found.47 Different education/race groups do face very different job environments, and these differences account for between 10 and 38 percent of the differences in life expectancy across demographic subgroups. Although our estimates are at a single, contemporary point in time, research on the growing effect of educational attainment on income suggests that education has become increasingly important in sorting people into jobs. Consequently, it is likely that this effect and the resulting variation in exposure to harmful workplace conditions helps explain the growing inequality in life spans over time. If we believe that, to paraphrase the Gates Foundation, all individuals deserve an opportunity to live a normal life span because all lives have equal value, we should focus on reducing the disparities, or their effects, of differential exposure to workplace practices on human health.

THE COST TO EMPLOYERS

Employers also suffer from management practices that produce unhealthy work environments. In more than three decades of research, University of Michigan professor emeritus Dee Edington has consistently demonstrated two important findings. First, it is possible to identify people who are at risk from moving from good health to poor health. Because people with high health risks incur significantly higher medical claims costs,48 a sensible strategy for employers is to try to prevent people from moving from the low-risk to the high-risk category. Edington has noted that “good health can be fostered or maintained only in a healthy environment and culture. This means employers . . . should . . . create work environments and cultures that encourage people to live healthy lifestyles.”49 Workplaces free from or low in the ten workplace exposures that create stress foster healthier employees and reduce medical claims and insurance costs.

Second, with relatively few exceptions, once people are in a high-risk health category and develop some chronic disease such as heart disease or diabetes, it is difficult and unlikely that they will move back into the low-risk category. Consequently, Edington argued that employers should be less focused than they tend to be on managing the costs of high-risk people and much more focused on preventing low-risk people from becoming high-risk in the first place. As in many other aspects of management, prevention is both less expensive and more effective than remediation.

Beyond medical claims and health insurance costs, employers face at least three other adverse consequences from operating work environments that make people sick. First, if people get sick enough, they quit. It is no accident that almost every person I interviewed about the health effects of work had left the place of employment where they were suffering. A study of university professors observed a statistically significant correlation between poor physical health and turnover intentions, with poor physical health resulting from work role and family role stress.50 A study of the effects of job insecurity in Europe found that insecurity increased the frequency of mental health complaints and also the intentions of people to quit.51 Because turnover is costly and ill-health contributes to turnover, workplace environments that create ill-health drive up turnover and its associated costs.

Second, sicker employees incur higher workers’ compensation costs. A four-year study of 3,338 long-term employees of the Xerox Corporation reported that high-health-risk employees incurred higher workers’ compensation costs. The study also showed that workers’ compensation costs were highly skewed, with the top tenth percentile of employees incurring costs accounting for 54.4 percent of the total of all workers’ compensation costs.52

Third, less healthy employees are less productive—a finding that should be completely unsurprising. When people are sick, they are distracted by their ailments and they have trouble concentrating. They may need to stop work more frequently, or talk to their coworkers about their health issues; they may be more tired, and in general be both physically and mentally less able to complete work. Numerous studies demonstrate the productivity effects of ill-health, with many of such studies showing that the productivity costs of employee ill-health are higher than the direct medical claims costs incurred by sick workers. For instance, a study of 564 telephone customer-service agents found that a Worker Productivity Index was correlated with employees’ number of health risks.53 Research using the Work Limitations Questionnaire reported that there were significant relationships between medical conditions and impaired work performance for some 16,651 employees of a large financial services firm.54 A review of some 113 published studies concluded that there was good evidence for a relationship between health and productivity.55

The evidence presented in this chapter, both from our own analyses and from other sources, makes the case that the toll in both excess mortality and health-care costs from harmful workplace practices is high in the United States. Moreover, unhealthy employees cost employers in higher workers’ compensation costs, medical insurance costs, and, perhaps most important, diminished productivity on the job. The workplace, as it is currently being managed by many if not most employers in the United States, exacts a toll for both employees and their employers—a situation that cries out for remediation.



































Chapter 3

Layoffs and Economic Insecurity:

A Lose-Lose Proposition

IN DECEMBER 2008, ARCELORMITTAL, which had taken over a steel plant in Lackawanna, New York, from the bankrupt Bethlehem Steel, announced it was finally closing the 260-person plant. What followed was all too predictable. George Kull, an employee at the plant, fifty-six years old, died of a heart attack three weeks later. Then a coworker, Bob Smith, forty-two, went to the doctor with chest pains. Smith survived his heart attack when doctors inserted stents into the blocked arteries. Next, Don Turner, fifty-five, who had worked at the mill for decades, also died from a heart attack. After Bethlehem Steel had closed coke ovens that were part of the same complex in 2001, two employees committed suicide.1 White-collar workers, too, suffer health effects from layoffs and the resulting economic insecurity. In 2012, John Fugazzie oversaw dairy and frozen foods for the A&P supermarket chain. Then in October of that year, Fugazzie, fifty-seven years old, got laid off. Unable to find a new job, within ten months of being let go by A&P, Fugazzie had a heart attack.2

This chapter focuses primarily on the health consequences of layoffs, which are truly a lose-lose proposition, in that there are severe health effects for employees and the evidence suggests that layoffs provide little to no discernible benefits to employers. But layoffs are not the only cause of economic insecurity. Some other sources of economic stress are worth mentioning.

First, there are the consequences of contingent and part-time work and contract labor arrangements. Workers in the so-called gig economy and, for that matter, even skilled freelancers and contract workers confront uncertainty as to when and from where their next work will come and, consequently, face greater fluctuations in income, even as their financial obligations such as food and housing remain stable. Therefore, people in the on-demand economy need to constantly be “in the market” to ensure ongoing work and to maintain their reputations and visibility. One study of relatively highly paid contractors in Silicon Valley found that free agents didn’t really feel free because of the need to be always searching for their next gig and therefore frequently took less leisure time than regular employees.3

Moreover, freelancers, part-timers, and contract workers typically do not receive health or retirement benefits. Consequently, they face the insecurity and stress of providing these safety nets for themselves. It is important to recognize how much this part of the labor market has grown. A survey by economists Lawrence Katz and Alan Krueger found that the proportion of people working in alternative work arrangements had increased some 50 percent in the ten years from 2005 to 2015. Moreover, “94 percent of the net employment growth in the US economy from 2005 to 2015 appears to have occurred in alternative work arrangements.”4

Second, even for people in more regular, long-term jobs, typically working for one or maybe two employers, there is a growing sense of precariousness that arises from two causes. The first source of insecurity is the increasing use of just-in-time scheduling. Widely used in retail, many workers in settings ranging from hospitals to offices find that their schedules and hours fluctuate widely as employers call them in only as needed. One survey found that nearly 40 percent of retail workers don’t get a minimum number of hours per week and 25 percent work on-call shifts, sometimes finding out they will work just two hours before their shift starts. “Other data has found that nearly half of part-time workers across the workforce and just under 40 percent of full-time workers don’t find out their schedules until a week out or less.”5

Varying, uncertain work schedules and work hours—and wages—wreak havoc on people’s lives. For instance, as a person in a part-time service job at an international airline commented, “The company would distribute shift schedules in advance, but then it would adjust them at will, often with only a couple of days’ notice and without bothering to consult the affected workers . . . the disruption to our lives soon became unbearable. The unpredictable hours were problematic, but even more demoralizing was the sense of being treated like a machine part.”6

Companies recognize the issue raised by scheduling. Gary Loveman, former CEO of casino operator Caesars, noted:

Scheduling unpredictability was the single biggest source of stress in people’s lives. We have a lot of people who are single with children or with an ill parent. They have to have coverage. We would like to match demand for services in the hotels with the number of people we have working there. . . . This has only gotten worse in recent years, as companies have tried to skinny down their use of labor.

The toll from scheduling variability has prompted some states and cities to propose laws and regulations to ensure reasonable notice of when people will work. And because of the costs—in turnover and employee dissatisfaction—from scheduling issues, some companies have proactively implemented more employee-centric practices. Whole Foods, for instance, posts schedules two weeks in advance and prevents managers from altering them at the last minute, while Walmart has introduced a system that “allows workers to pick their own hours.”7 Loveman, whose strategy at Caesars was to improve customer service, “disallowed a lot of the manipulations of schedules that would happen almost real time. We told managers, ‘You just can’t do this stuff.’ We caused managers to recognize that people have commitments.” Retailers that are known as great places to work already understood this issue and offered employees stable, regular hours. As we see many times in the case of the workplace and health, what’s good for workers is also good for their employers, who enjoy lower turnover, higher quality people, and a higher level of commitment and performance.

Another source of insecurity and stress even for full-time employees comes from feeling constantly under the gun. People feel that they are always being assessed and evaluated, and if they even temporarily don’t perform as well as expected, they will be dismissed. There is less forgiveness in work cultures and not much patience with, or tolerance for, the invariable natural fluctuations in job performance. One recent research review noted that while job performance was traditionally considered to be a static, trait-like construct—e.g., there were “high performers” and “low performers”—“recently researchers acknowledged that short-term . . . within-person fluctuations in job performance are substantial and meaningful . . . studies estimated that roughly half the variance in job performance is within individuals.”8 A tough, judgmental evaluating culture confronted with natural individual variation in performance is likely to punish people for uncontrollable swings in performance levels.

A very experienced, busy executive coach doing work primarily with people in high technology and venture capital industries told me that many if not most of her clients—all of whom were incredibly successful and mostly very well paid—nonetheless felt “under the gun” and under a lot of job performance pressure. This was particularly true in places like Oracle, Salesforce, and Amazon, whose high-pressure work cultures are well-known. One consequence of these performance pressures was the long work hours (and consequent health effects) we will explore in Chapter 5. Another consequence was the reluctance of the clients to ever really disengage and turn off the connections to these companies, behavior that increased work-family conflict and stress. A third consequence was a sense of insecurity and instability in the employment relationship.

The research I conducted with Stefanos Zenios and Joel Goh that I summarized in Chapter 2 estimated approximately twenty-nine thousand excess deaths annually in the United States resulting from economic insecurity and thirty-five thousand additional deaths from unemployment and its effects. These empirical estimates imply that more than sixty-four thousand people a year die in the United States from not having a job or from confronting economic stress and job insecurity.9

MORE EMPLOYMENT IS CONTINGENT AND PRECARIOUS

Layoffs and other forms of economic insecurity such as contingent, part-time, and contract work have become increasingly commonplace in contemporary labor-market arrangements. Sociologist Arne Kalleberg’s comprehensive study of job market conditions in the United States noted that “employment relations have become more precarious and insecure.”10 Among numerous indicators supporting this assertion are the following: although perceptions of economic insecurity are, not surprisingly, tied to the unemployment rate and general labor market conditions, even after controlling statistically for the unemployment rate, the “odds of perceiving greater risk of job loss” grew by 1.5 percent annually between 1977 and 2006.11 Even prior to the recession of 2008, New York Times economics writer Louis Uchitelle had documented the increasing frequency and overuse of layoffs with their devastating consequences.12 As one review of the literature on employee downsizing noted, more than 6.5 million jobs were lost during the recession that began in December 2007, and layoffs were common in countries throughout the world.13 Even Japan and other societies that in the past have embraced more employment security increasingly have layoffs and other forms of economic insecurity as labor markets become more “flexible”—a phrase that actually means becoming riskier for employees.

Fewer companies that appear on the Great Place to Work Institute’s lists of best places to work explicitly (or even implicitly) promise long-term employment and espouse no-layoff aspirations than in the past. As Wharton professor Peter Cappelli noted some time ago, average organizational tenure, particularly for male employees, has been falling, and to use his apt phrase, there is now a “new deal at work”—a deal that is, in most places and for most employees, considerably more transactional, unstable, and less relationship-based than in the past.14

The World Employment Confederation (WEC), which describes itself as the “voice of the employment industry at global level, representing labour market enablers in 50 countries and 7 of the largest international workforce solutions companies,”15 released a white paper in September 2016 nicely describing the new world of work.16 Some of the highlights:


	Between 1987 and 2015, the global working population doubled as India and China joined the world’s market economy;

	New technologies facilitate more flexible work arrangements with people working outside of standard core hours and working beyond physical premises to doing work wherever someone is;

	Wage and salaried work constitutes only about half of global employment and represents only about 20 percent of workers in places such as South Asia and sub-Saharan Africa.



While the WEC sees these trends as positive—helping to grow the businesses and reach of labor market intermediary companies—contingent, contract, and alternative employment arrangements, many of which offer fewer protections and benefits, are clearly on the rise.

Economic Insecurity Produces Poorer Health

Economic insecurity is stressful, and stress adversely affects physical and mental health. It should scarcely be surprising that research consistently finds evidence that working in less secure, more contingent employment arrangements is adversely related to physical and mental health—and not just for the people directly facing economic insecurity. In part because of social contagion effects—people working with those facing economic insecurity themselves feel less secure—“the effect of job insecurity on health was the same in the exposed and unexposed groups,”17 suggesting that job insecurity can lead to adverse health effects for both temporary and permanent employees. These effects occur even in countries with generous social welfare and income maintenance policies.

For instance, a longitudinal study of some nine hundred employees in Sweden found that people who worked in temporary help arrangements evidenced higher risk of both poorer self-rated health and psychological distress.18 A study in South Korea found that people facing employment instability suffered health effects as large as the effects of smoking.19 A meta-analysis concluded that job insecurity affected both physical and mental health with, not surprisingly, larger effects on mental health outcomes.20 One review of the empirical research on the effects of job insecurity on health concluded that “reductions in job insecurity should be a point of intervention for government policies aimed at improving population health and reducing health inequalities.”21 Of course, precisely the opposite trend is occurring, with growing levels of insecurity and precarious employment.

Economic insecurity leads to people feeling a lack of control over their lives. Using both experiments and field data, a recent study found that economic insecurity was associated with increased consumption of painkillers and produced actual physical pain and reduced pain tolerance, with the absence of control providing one mechanism explaining these results.22

While the data on layoffs, reviewed below, show large health and mortality effects, any form of economic insecurity seems to adversely affect health.

HEALTH EFFECTS OF LAYOFFS: THE EVIDENCE

Layoffs aren’t good for people’s physical or mental health. Layoffs induce feelings of economic insecurity, which is stressful. Layoffs, in the United States where health insurance coverage was, prior to the Affordable Care Act, often determined by employment status, result in diminished access to health care, with the negative health effects that result from reduced access to medical care that I describe in the next chapter. Layoffs affect people’s feelings of self-worth because they implicate people’s capacity to provide for their own and their families’ economic needs and harm their social status because of an absence of a job.

Not only do layoffs create physical and mental health problems for the people who are laid off, as already noted, but economic insecurity and job loss also have consequences for others not laid off. Even employees who survive layoffs face at least two adverse outcomes. First, people in plants that have experienced more layoffs report feeling greater economic insecurity as they wonder if they will be the next to go and if and when the layoffs will stop.23 Second, as studies of health-care employees demonstrate, typically layoffs cut more people than they reduce the work that must be done. Therefore, those who survive layoffs wind up with greater workloads, something that also increases stress.24

Some people muster a countervailing argument about the effects of layoffs on health, noting that job loss might have some positive health effects. Because much of the stress encountered in everyday life comes from working, “a reduction in time at work, therefore, may reduce the prevalence of stress-induced illness.”25 Moreover, when people no longer have a job, they presumably have more time to engage in healthful activities such as pursuing hobbies and undertaking exercise. Notwithstanding the possibility of these positive consequences of job loss, as one review of the literature on the effects of economic decline concluded, “Much research shows that undesirable job and financial experiences increase the risk of psychological and behavioral disorder,” including increased drug and alcohol use and the incidence of suicide.26

The costs of the ill-health created by layoffs are mostly borne by those laid off and the larger society, not by the companies doing the layoffs. That is because once people are laid off, they are no longer on an employer’s books, covered by employer-provided health insurance or any other employee assistance programs. And not only do layoffs impose costs, including substantial costs in terms of death and ill-health, but it is far from evident that they are beneficial to company performance. As we will see, not all companies lay people off at the first sign of economic problems. Those companies that seek to retain their people often not only enjoy better performance but also spare their workforce and the country the loss of life and the psychological and physical effects that come from this socially destructive practice.

Studying the health consequences of being laid off is not as straightforward as it might first appear. That’s because even if one observes a relationship between ill-health and being laid off, it is possible that losing one’s job is a consequence of being in poor health rather than causing bad health. Although various laws presumably protect people from losing their jobs because of health problems, enforcement is spotty. Some of the studies I summarize overcome this problem of inferring causality by using panel designs that permit us to see what comes first—bad health or layoffs—under the reasonable assumption that for one thing to cause something else, the cause must precede the effect (so if layoffs precede bad health, it is illogical to argue that the health problems caused the layoffs). Other studies take advantage, if that’s the right word, of plant closing events. When a plant closes, everyone in the facility loses his or her job, so it is implausible to argue that poor health caused individuals to be chosen for job loss.

As briefly summarized below, the evidence on the ill-health effects of layoffs is extensive. Moreover, the studies are not just from the United States but also from countries with more generous social safety nets and more employee protections such as Finland, Denmark, and New Zealand. All the studies show consistent results. The fact that results are similar across countries suggests that much of the effect of layoffs on health (and by extension, on health-care costs) occurs almost regardless of the level of social services and support provided by governments. The evidence shows that layoffs are harmful to health regardless of where, or for that matter, when, they occur, and some studies show that the adverse effects of layoffs persist even when people can find new jobs.

Layoffs Increase Mortality

Many studies demonstrate that being laid off increases a person’s risk of dying compared to people not laid off. Some studies have even begun to explore a few of the pathways that produce this result. For instance, being laid off increases the risk of committing suicide. Being laid off increases the likelihood of being unemployed. Finding a new job is often difficult, and numerous studies “provided unequivocal evidence of the adverse effects on health and well-being as a result of being unemployed.”27 The studies cover a number of different countries and also a variety of research designs.

Researchers in New Zealand followed a cohort for eight years that was comprised of 1,945 people made redundant by a meat plant’s closure, and compared them to 1,767 people from a neighboring meat plant that remained open. Even after adjusting for age, gender, and ethnicity, those laid off had a 2.5 times higher risk of inflicting serious self-harm and a 17 percent higher likelihood of being admitted to a hospital with a mental health diagnosis.28

A study in Sweden followed the employees of every establishment with more than ten employees that closed in 1987 and 1988. The overall mortality risk for men increased by 44 percent in the four years following job loss. And for both men and women, there was an approximate doubling of the increase in suicide and alcohol-related mortality.29

Another study followed almost 9,800 Danish men born in 1953 and explored what happened as a consequence of important events that occurred to these individuals between the ages of forty and fifty-one. The Danish men who had experienced one job loss were 44 percent more likely to have died than those who had not lost their jobs. The study also examined the effects of broken partnerships, defined as either a long-term relationship or marriage. Broken partnerships also increased mortality risk, but interestingly there was no relationship between broken partnerships and job loss. The empirical results suggest that the increased mortality risk for job loss was not because of the effect of losing one’s job on also losing one’s relationship.30

A study in the United States that combined administrative data on date of death and individual earnings and employment information from the state of Pennsylvania examined employment histories for male workers from 1974 to 1991 and mortality from 1974 to 2002. Like most studies of the causes of mortality, it included statistical controls for factors such as age and earnings. In the first years following job loss, mortality increased by 28 percent and then settled into a range of 15 to 20 percent higher risk of mortality for the following twenty years. The effect of job loss on increased mortality occurred mostly through the effect of job loss on income—displaced workers experienced a permanent decrement in subsequent earnings. This finding is completely consistent with recent job market experience during the recession where people who lost their jobs not only had difficulty in finding new employment but, even when they did, were quite likely to wind up working for lower hourly rates of pay and fewer hours than before. The study’s authors noted that their estimated rate of increased mortality from layoffs implied a decrement of life expectancy of one and a half years for someone who loses his job at age forty.31

It is important to note the consistency of the size of the estimates of the effects of layoffs and job loss on suicides and overall mortality. The large literature on the effects of unemployment on health, the inverse relationship between income level and mortality and ill-health, and the studies of layoffs on the increased risk of death paint a very consistent picture supported by a great deal of evidence: layoffs kill people.

Layoffs Lead to Poor Health

Kate Strully, a sociologist at the State University of New York at Albany, used data from the Panel Study of Income Dynamics in the United States to examine the effects of job loss on health. She distinguished job loss from plant or establishment closure—sort of “no fault” job loss—from being fired as well as from voluntary quitting. Her analysis controlled for health status at the start of the study, age, race, gender, family income, and education, all factors that might be expected to affect health. In addition to looking at self-reported health status, the study also asked respondents if a doctor had told them they suffered from a health condition, when they received the diagnosis, and what the condition was. Strully found that “job loss because of an establishment closure increases the odds of reporting fair or poor health by approximately 54%. . . . Conditioning on respondents being healthy at baseline, losing a job because of an establishment closure increases the odds of a new likely health condition by 83%.”32 Even people who found new jobs experienced adverse health consequences, at least by some measures. Strully wrote: “Respondents who had found new jobs at the time of the survey face a 97% increase in the risk of developing a new likely health condition.”33

A study of acute myocardial infarction (heart attacks) followed more than thirteen thousand adults from 1992 to 2010. The study found that almost 70 percent of the sample had experienced one or more job losses during this time. The risk of suffering a heart attack increased monotonically the greater the number of job losses—people who suffered one job loss were 22 percent more likely to suffer a heart attack, while those with four or more job losses were 63 percent more likely than people with no job losses to experience a heart attack. These results held even when individual factors such as smoking, alcohol consumption, and obesity were statistically controlled.34

Layoffs also adversely affect employees who work in units experiencing layoffs but who manage to keep their jobs. Those who survive layoffs nonetheless face heightened economic insecurity and psychological stress—they don’t know if they will be the next to go. And as extensively documented, most companies take out more workers than work. Consequently, those employees who still have their jobs find that they must do much more work to compensate for the reduced number of people now expected to get about the same tasks accomplished. Burnout and job stress typically increase following layoffs, resulting in adverse health consequences for those remaining employees.

One of the more analytically rigorous studies of this effect was conducted in the municipality of Raisio, Finland, in the early 1990s. Finland experienced a severe recession in the early 1990s with the number of Finish municipal employees declining 12 percent between 1990 and 1993, even as the overall unemployment soared from 3 percent in 1990 to 16 percent in 1993. A prospective cohort study of employees begun in 1990 demonstrated the effects of downsizing and explored the differences for employees in units that had downsized quite a bit compared to those in units that downsized less severely. Absence because of sickness was more than twice as high among employees in units that had experienced major as compared to minor downsizing, and downsizing increased the prevalence of smoking. As expected, downsizing caused increased work demands and heightened economic insecurity, which helped explain the effects of layoffs on absence and smoking behaviors.35

Most of the studies of the effects of layoffs on mortality and health have, naturally enough, focused on the people who get laid off or, in fewer instances, their coworkers who face increased economic insecurity and higher workloads. However, the act of laying people off can be stressful in and of itself, and that stress can contribute to poor health for the managers charged with getting rid of people. That is precisely what one study of 410 managers—some of whom had and some of whom had not implemented layoffs between 2000 and 2003—found. Managers who had given notice of potential layoffs reported more health problems, more use of medical care to deal with those health problems, more difficulty sleeping, and a higher intent to quit their jobs compared to otherwise similar managers. The research further found that it was emotional exhaustion that accounted for the effect of issuing layoff warnings on managers’ health.36

Layoffs Increase Workplace Violence

Layoffs not only increase the mortality risk of those laid off. Through their effects on workplace violence, terminations also increase the mortality risk for those doing the terminating and innocent bystanders. To take just one of many examples, on November 14, 2008, Jing Wu, who had been fired from his job at a semiconductor start-up in Mountain View, California, returned to the company’s headquarters and requested a meeting with three executives. In the conference room, Mr. Wu pulled out a gun and killed the CEO, the vice president of operations, and another executive.37

Workplace violence is not some rare occurrence that affects just a few people. In 1992, the Centers for Disease Control declared that workplace homicide was a serious public health problem, with more than eight hundred workplace killings annually.38 Suicides in the workplace increased 28 percent just between 2007 and 2008 as the recession was beginning, while in organizations with more than one thousand employees, more than 50 percent of those responding to a survey reported at least one incident of workplace violence in the preceding twelve months.39

Ralph Catalano, a professor at the University of California, Berkeley, School of Public Health, has done extensive research on the effects of economic insecurity on numerous outcomes, including workplace violence. One study found that “among respondents with no history of violent behavior at first interview, those laid off before the second interview were 6 times more likely to report such behavior than were similar persons who remained employed. The effect survived controlling for age, gender, socioeconomic status, ethnicity, marital status, and having a diagnosable psychiatric disorder.”40 Another study found a relationship between layoffs and the incidence of civil psychiatric commitments, with men being two times more likely to be committed when community layoff rates were higher.41

The Internet is filled not just with examples of violent responses to job loss but also with recommendations about how to administer layoffs to reduce the threat of violence. Such recommendations include not doing layoffs on Friday, having security officers both present and visible, and escorting those laid off out of the building and ensuring they do not have keys or other means to gain access. Layoffs provoke strong emotional reactions. Sometimes those reactions entail taking one’s own life, and in some instances, the reactions involve lashing out and taking the lives of others, particularly those seen as responsible for the layoff.

Job Loss Induces Unhealthy Individual Behaviors

Studies of depression and anxiety consistently find an increase of between 15 and 30 percent in reported symptoms among people who have lost their jobs compared to those who remained stably employed.42 Depression and anxiety, along with the stress of job loss, would be expected to increase the incidence of unhealthy and harmful individual behaviors, and that is precisely what the research finds. Carefully conducted studies demonstrate that being unemployed increases the use of alcohol,43 cannabis,44 and other drugs.45 For instance, one study reported that being unemployed for more than twenty weeks doubled alcohol intake overall, with an increase of heavy drinking of 400 percent among Swedish males.46 Some research shows that, not surprisingly, the risk of substance abuse following job loss is particularly pronounced among people who had previous histories of alcohol or drug use—the stress of unemployment coupled with their prior exposure and behavioral history makes such individuals particularly susceptible to reverting to previous unhealthy choices.47

This research suggests that individual behaviors, including harmful behaviors such as alcohol and drug abuse and overeating, are affected by situations. Situational effects on behavior is a fundamental principle of social psychology. Job loss, then, has both a direct effect on ill-health through stress and also affects health because it contributes to individuals coping by consuming drugs and alcohol, which further compromises health.

DO LAYOFFS ENHANCE ECONOMIC PERFORMANCE?

If layoffs improved corporate performance, then the costs of the layoffs in physical and psychological ill-health and increased health-care spending would need to be balanced against the economic benefits arising from the layoffs. Note, however, that even in this case there would be some concern about making socially optimal decisions. That’s because the benefits from reduced payroll costs go mostly to the companies doing the layoffs while the costs are incurred mostly by the broader society and the individuals affected. Consequently, there is a misalignment of costs and benefits. Companies, which do not face the full costs of their layoff activities, are, just as they would be with any underpriced activity or resource, likely to use layoffs too much. And the employees who are affected, because they do not capture any of the benefits of the layoffs that accrue to the companies that are their former employers, will invariably prefer policies that restrict layoffs and the resulting labor market flexibility too much.

In this instance, however, the problem is even worse. That’s because the evidence on the effects of layoffs on corporate performance is extensive and tells a largely, although not completely consistent, story—there is little evidence that layoffs provide benefits and much evidence that layoffs can harm the companies doing them.

In the first place, layoffs impose numerous costs on companies. University of Colorado professor Wayne Cascio outlined many: severance pay, paying out accrued vacation and sick pay, outplacement costs, higher unemployment insurance taxes, costs of rehiring employees when business improves, low morale and survivors who are risk averse, potential lawsuits, sabotage, or even workplace violence from aggrieved employees or former employees, the loss of institutional memory and knowledge, diminished trust in management, and reduced labor productivity.48 Layoffs, which often seem to violate the psychological norm of reciprocity and implicit psychological contracts that say employee performance and loyalty should be rewarded, provoke diminished discretionary effort and employee engagement.

Layoffs often do not provide business benefits, because layoffs by themselves seldom if ever solve any underlying business problem, for instance, of quality, productivity, or market acceptance. In most instances, the problem struggling companies face is not excessive costs but instead insufficient revenues. Frequently cost-cutting efforts only drive customers away by reducing the value proposition being offered to the market, making the revenue problem even worse. There is a vicious cycle in which businesses offer less, customers defect, and then the businesses must chase the declining revenues by making even more cuts, and so on.

The US airline industry provides a wonderful illustration of this dynamic. Between 2000 and 2007, the number of premium trips, defined as full-fare coach, business, or first-class one-way journeys, flown by US airlines declined by 47 percent. Meanwhile, the number of trips flown by private aircraft increased so that private air travel that represented just 15 percent of the premium trips flown in 2000 grew to be 40 percent of such trips by 2007. Maybe some of this change reflects the increased security and hassle that followed the tragedy of September 11, 2001. But the airline industry is consistently panned in surveys reported in the American Customer Satisfaction Index out of the University of Michigan, often ranking just above cell phone companies in terms of customer satisfaction. The industry has added fees and cut services. And no industry can lose almost 50 percent of its best, highest-paying customers and expect to prosper.

Other data also support this view that the airlines’ problem is revenue caused by driving customers away rather than costs. A survey done by industry association IATA reported in 2008 that because flying had become so unpleasant, people were flying less, costing the industry almost $10 billion in revenue that year, according to survey estimates. In what is essentially a fixed cost industry—the marginal cost of carrying extra passengers on a flight is very, very low—that incremental revenue would have made the difference in creating a profitable industry even in the 2008 recessionary economic climate.

If downsizing does not positively affect economic performance, it is logical to suppose that economic performance in turn does not strongly predict the implementation of downsizing programs. Instead, downsizing and layoffs are caused by other factors. That is precisely what Art Budros found when he examined the adoption of downsizing programs at Fortune 100 companies over the period of 1979 to 1994.49 Budros concluded that downsizing was affected by the proportion of firms that had already initiated a downsizing program—an adoption or imitation effect—and also by deregulation and industry culture. Budros’s subsequent writings consistently reported no significant relationships between economic conditions and downsizing.50 Other scholars have reported similar results, with the evidence showing that downsizing among referent firms—similar, comparable workplaces—increased the likelihood that a given company would also do layoffs.51 In other words, the institutional context and simple imitation of the behavior of other companies affected the adoption of downsizing programs more than did economic performance or the efficiency imperatives that emanate from poor performance.

Layoffs and Stock Price

Most studies of the effects of layoffs on stock price use an “event study” methodology that assesses whether companies that downsize earn abnormal stock market returns compared to others in the period immediately following the announcement of the layoffs. The evidence strongly suggests that layoff announcements have at best a neutral but most frequently a negative effect on stock price and shareholder returns. One study of 141 layoff announcements that occurred between 1979 and 1997 reported a negative return for companies that announced layoffs, with larger (as a proportion of the workforce) and permanent (as contrasted with temporary) layoffs producing stronger negative stock price reactions.52 Another examination of 1,445 downsizing announcements between 1990 and 1998 reported that downsizing had a negative effect on stock market returns, with larger negative effects created by larger downsizings.53

A study comparing layoff announcements in the United States and Japan observed negative abnormal shareholder returns in both places following downsizing announcements.54 A study of 214 layoff announcements by major Canadian companies listed on the Toronto Stock Exchange in the 1980s found that over the three-day time period when layoffs were first announced, the stock market value of companies announcing layoffs fell about one-half of a percentage point in response to the downsizing information.55

A recent review of twelve studies examining the effect of layoffs on stock market returns concluded that “on average, downsizing announcements have a negative effect on stock price,” with nine of the twelve empirical examinations uncovering a negative effect on share values.56

At some level, the idea that stock prices should decline following a layoff announcement is not surprising, as layoffs often mean that the organization is not doing well. One study of the effects of layoffs on stock price examined whether there were differences depending on the announced reason for the layoffs. Companies citing declining demand as an explanation for the downsizing experienced negative stock returns while those who accounted for the layoffs with efficiency explanations did not have their stock prices affected.57

Layoffs and Profitability

Wayne Cascio studied the profitability of companies in the Standard and Poor’s 500 over the period 1982 to 2000. He found that companies that downsized remained less profitable than those that did not get rid of staff. Another study examined 122 companies and statistically controlled for their prior profitability. Nevertheless, downsizing reduced subsequent profitability, and the negative consequences of downsizing were particularly evident in industries that had a lot of research and development.58 An American Management Association survey that assessed company perceptions of the effects of downsizing—likely to be biased in favor of layoffs, as companies and their executives do not like to admit that they have made mistakes—nonetheless found that only about half of the companies reported that downsizing increased their operating profits.59

Layoffs and Productivity

The same American Management Association survey just mentioned also found that only one-third of the companies reported a positive effect of downsizing on employee productivity.60 A study assessing productivity changes between 1977 and 1987 using data from more than 140,000 US establishments covered by Census of Manufacturing data reported that companies that enjoyed the greatest increases in productivity were as likely to have added as to have cut employees. The study concluded that the growth in productivity observed during the 1980s could not be attributed to companies becoming lean and mean.61 Wharton professor Peter Cappelli observed that labor costs per employee—a measure of labor productivity—improved following downsizing, but sales per employee, a different indicator of employee productivity and firm profitability, decreased.62

One of the reasons why eliminating employees does not invariably enhance productivity is that often the best, most capable people head for the door when layoffs are announced, leaving the less talented people behind. Another issue is that sometimes companies need more people than they have retained to do the work that remains following a downsizing, so the firms wind up hiring back laid-off employees as contractors. This is not very cost-efficient. Having paid severance, firms then hire back people they have just laid off and are not only paying them but also paying the labor contracting firm’s profit margin. An American Management Association survey found that fully one-third of the companies that had done layoffs wound up rehiring some of those laid off as contractors because their skills were still needed.63

Layoffs and Innovation

Layoffs can have several negative effects on companies’ ability to innovate. First, the fear that accompanies downsizing reduces people’s willingness to take the risks that accompany innovative activity. Second, when people leave, existing networks of relationships within the organization get broken. Accomplishing innovation entails searching for knowledge, coordinating activities across multiple units such as product design, manufacturing, sales, and marketing, transferring expertise within the company, and making projects happen. Disrupting existing networks of social relations makes these processes more difficult to quickly and effectively accomplish.

It is little wonder then that studies find that layoffs retard innovation. A study of more than two hundred employers in Portugal reported that downsizing reduced innovative behavior.64 An examination of the work environment for creativity at a large high-technology company before, during, and after a major downsizing observed that creativity and most creativity-facilitating aspects of the work environment declined while the layoffs were going on, although they recovered somewhat afterward.65

Why Layoffs Seldom Help Employers

Layoffs, like virtually all decisions, have feedback effects, and the evidence indicates that these effects, including increased employee fear and disengagement and reduced effort, frequently swamp any positive direct effects that come from cutting costs by reducing the payroll. One summary of numerous research studies concluded that “there is general agreement that downsizing results in lower job involvement and reduced organizational commitment among survivors” and that “downsizing results in reduced creativity,” has a “negative impact on different aspects of quality improvement,” and “results in a significant decline in other dimensions of work performance.”66 As management writer Gary Hamel has often noted, it is difficult for companies to cut their way to success. Cutting people only makes the company smaller, not better, and certainly not necessarily better able to serve customer needs or, as we have seen, more productive, efficient, or innovative.

When companies begin cutting staff, employees head for the door if they have options, or to the watercooler to gossip and get social support from their colleagues if they can’t easily move to a better workplace. Even as companies need effort and talent to improve their business results, layoffs drive talent away and cause the people who remain to be worried rather than motivated. That’s why some years ago, Hap Wagner, CEO of Air Products at the time, told me, “It took us two months to decide to do layoffs, two weeks to do them, and two years to recover.” David Cote, CEO of Honeywell, made this comment about seeking to avoid layoffs during the recession that commenced in 2008: “Most managers underestimate how much disruption layoffs create; they consume everyone in the organization for at least a year. Managers typically overestimate the savings they will achieve.”67

If layoffs don’t help companies, besides the fact that they are socially accepted and trendy, one might wonder why companies do them. Perhaps part of the answer comes from a study that examined the relationship between layoffs and top executive pay. Companies that announced layoffs in the previous year paid their CEOs more and gave those CEOs larger percentage raises than companies that did not have at least one downsizing announcement during the previous year.68

The evidence suggests that layoffs often do not help companies get better results. And the evidence shows that plant closures and layoffs harm human beings, creating psychological distress, physical maladies, and death.

COMPANIES DON’T HAVE TO RESORT TO LAYOFFS

On Wednesday, September 12, 2001, no planes were flying in the United States. On the day after two planes flew into the World Trade Center and one crashed in Pennsylvania, it was not clear when air travel would be permitted to resume nor was there any certainty as to what the operational and logistical conditions would be when flights resumed—what new security arrangements would be required and how they would work. As the United States was already beginning to experience the effects of a recession, it was certainly unclear as to what the level of ongoing demand for air travel would be. In the days following September 11, US airlines such as American, Delta, and United did what they had done so many times before—laid off employees, about eighty thousand in total. All the big airlines announced layoffs almost immediately after September 11. That is, all except one.

Southwest Airlines sent an e-mail to its employees and in that message noted that in its entire history it had never had a layoff or furlough. Although it could not promise that it would never have to lay people off, the airline made clear that it was committed to its people. Get back to work and provide great service to the customers when that became possible again, and the company would do its best to ensure the well-being of both its people and its patrons. Southwest, even as it offered its customers no-questions-asked refunds if they wanted them, maintained its flight schedule and made a scheduled $179 million contribution to its employee profit-sharing plan in the aftermath of September 11.69 By the end of 2001, Southwest had not only made money for the year, it had been profitable even in the fourth quarter and had gained market share on its domestic US airline competitors. Going into 2002, the company had a market capitalization greater than the entire rest of the US airline industry combined.

The idea that all companies, particularly those operating in cyclical industries, must resort to layoffs as a routine part of how they do business is simply not true. For a long time Xilinx, a semiconductor manufacturer, avoided the cycles of layoffs and rehiring so common to that industry. In the tech recession of 2001 and 2002, when Intel and Advanced Micro Devices cut nine thousand jobs, Xilinx laid off none of its 2,600 people.70 Toyota assiduously tries to avoid layoffs, even during times when the motor vehicle market is not doing well. Toyota has sought to retain employees on the payroll not just in Japan but in the company’s US factories as well.

Arc welding manufacturer Lincoln Electric, headquartered in Cleveland, Ohio, has survived two world wars and numerous economic cycles without sacrificing its employees or their jobs. The company is famous for its profit-sharing incentive plan that produces variable compensation costs and helps Lincoln avoid layoffs. Because pay declines when profits go down during recessions, Lincoln Electric can eschew layoffs as its wage costs decrease. One of Lincoln’s former CEOs described downsizing as “dumbsizing.” And a more recent CEO, a longtime veteran of the company, noted, “I think my philosophy and that of my predecessors is that we can perform in an economically challenging environment, and we can spread that pain in a way that long-term will better represent our shareholders’ interests without crucifying our employee base.”71

SAS Institute, the largest privately owned software company in the world with 2016 sales of more than $3.2 billion, used the technology downturn in the early 2000s to hire hundreds of people and thereby gain both talent and market position. When the next economic recession hit in 2007 to 2008, Jim Goodnight, the CEO, noted that employees were frequently asking him if there were going to be layoffs. He sent out an e-mail encouraging people to watch expenses but assuring them that there would be no economy-related layoffs. As he told me, although sales did not grow as fast during the recession as they had in the past—no surprise there—profitability was reasonably good. With people assured of their jobs and their security, they could focus on their work and be more productive, and, because they were grateful to be working for a compassionate employer, they reciprocated with diligence and creativity—and with enhanced attention to keeping expenses in check.

Layoffs reflect company values. Large grocery chain Whole Foods Market went through the economic crisis of the late 2000s laying off fewer than one hundred people. Chip Conley, the founder and leader of Joie de Vivre Hospitality, one of the largest boutique hotel chains in the Unites States, tried to minimize layoffs even as the company’s revenues fell more than 30 percent in the recession of the late 2000s. And having gone through that wrenching experience, when the economy recovered, Conley sold his stake in the hotel chain in part, he commented, so he would not have to go through the experience of laying off so many people again.

Some industrialized countries have adopted public policies that encourage employers to retain their workers. In many European countries, companies that lay off permanent staff are required to make large severance payments, thereby causing companies to have to balance the presumed savings from letting people go against these severance costs. Other policies require advance notice of layoffs and, in some instances, consultation with unions or workers’ counsels. Although such policies are presumed to create inflexible labor markets that result in persistently higher unemployment and less growth in employment, the evidence on such effects is mixed.72 Moreover, virtually no studies of labor market effects balance the costs of higher economic security against the benefits in health and well-being.

Germany, recognizing that when people lose their jobs they collect unemployment benefits and other social-support payments, has experimented with offering companies some fraction of these anticipated payments to induce them to retain workers, even on a part-time basis. The German policies have often been credited with reducing the extent of economic dislocation that would otherwise occur during recessions. The point is that public policy is an important factor affecting company decisions about layoffs. Moreover, the cost of layoffs needs to be considered in deciding about the benefits and costs of policies that seek to reduce economic insecurity and layoffs.

THE EXTERNALIZATION OF SOCIAL COSTS

There is no question that fewer companies today attempt to maintain a no-layoff policy than was the case in the past. This change reflects how much downsizing has become part of the accepted management tool kit and how social values have changed such that employees no longer expect to build their careers within a single company. Companies are, for the most part, no longer communities but instead a nexus of often temporary labor market contracts. The increased frequency of layoffs also reflects social values that apparently prize economic efficiency and returns to capital over human well-being.

But labor-market flexibility exacts a price on employees, in both their physical and mental health. For the most part, the companies doing the layoffs do not face the costs those layoffs impose. Once employees are no longer employed, employers are not responsible for their health-care costs nor do the now-former employers suffer from reduced productivity arising from psychological distress and harmful behaviors. Costs imposed by employer decisions that the employers don’t see, let alone have to pay for, lead to the overuse of layoffs, which seem less costly than they are.

Unless and until organizations doing the downsizing confront the full costs of their decisions, society and individual employees will continue to pick up the burden for organizational decisions that will necessarily be suboptimal because of the mispricing of the consequences of layoffs.





Chapter 4

No Health Insurance, No Health

DAN IS A BRICKLAYER in upstate New York. Bricklaying is tough work—much bending, lifting, and carrying a lot of weight. At forty-five, Dan tells me he has pains in his back, shoulders, legs, and arms, but, fortunately, no serious health problems. One other fact to be aware of: upstate New York has severe winters, so for about four months of the year, unless Dan is very lucky to find some inside bricklaying work, he will not be earning any income.

About two years ago, Dan decided to go out on his own, and he now has one contract employee. It is a tough but in some ways better life than when Dan worked for others. He is learning how to bid on jobs and to balance workloads so he has just the right amount of work, not so much so that he can’t do a good job and keep projects on schedule, but not so little so that he won’t earn enough money to support himself. As a laborer, Dan always faced some degree of economic insecurity. Now he faces even more variation in how much he works and how much money he earns. But as his own boss he has more control over his work—with the positive effects that such control provides.

I ask Dan if he has health insurance. “No,” he replies. What about Obamacare? He replies with a chuckle that “the Affordable Care Act is not that affordable.” The inexpensive policies offered on the insurance exchange don’t cover very much. With seasonal and uncertain income, Dan expresses reluctance to sign up for yet another monthly fixed obligation. I forgo asking him if he knows about the subsidies that help buy health insurance if someone’s income is too low. Figuring out eligibility and applying for subsidies would be one more task in Dan’s already long days—he tells me that sometimes he comes home after a twelve-hour day of demanding physical labor too tired to eat dinner. Navigating the health insurance marketplace would require him to interact with a government website that does not operate perfectly, with complex, multidimensional choices that change frequently, and to deal with numerous forms and organizations.

Dan tells me he is hoping for the best—to keep in good health so he does not need to access the health-care system. He says this even as he also tells me that he knows very few bricklayers who are able to work into their sixties, let alone until the age when they can become eligible for Medicare. Bricklayers often confront back, shoulder, neck, and leg problems—all of which require access to health care to address. Dan’s plan is to build his business so he can hire other, younger bricklayers to do more of the demanding work as he becomes the supervisor and business development person. My conversation with Dan reveals a kind, sincere, helpful human being doing the best he can in an economy that has been hard on the middle class. I tell him I sure hope he doesn’t get ill without health insurance.

Dan’s story is not unusual. The United States was and remains fundamentally different in providing access to health care than any other advanced industrialized country. And America is also different, and not in a good way, in health outcomes. Compared to sixteen other rich nations, the United States has the fourth-highest mortality rate from infectious disease, the highest rate of maternal and infant mortality, and the second-highest mortality from noncommunicable diseases such as diabetes and heart disease. A comparison of twenty-one countries in 2000 revealed that the United States had the highest degree of inequity in physician use.1

There are three important facts to know about health insurance. First, not having health insurance, and not having adequate insurance with sufficient benefits, adversely affects health, mortality, and financial well-being. As described in more detail later in this chapter, about fifty thousand people die annually in the United States because they didn’t have health insurance and therefore did not have access to preventive screenings or health care of excellent quality. People without health insurance also face the financial and other stress that comes from having impaired access to the health-care system and health-care bills that they cannot afford to pay. As noted in Chapter 2, the absence of health insurance has been the single largest contributor to the total of 120,000 excess deaths from work conditions annually in the United States.

Second, not having health insurance is not just a problem for a marginal segment of the population; for instance, for undocumented immigrants, the unemployed, those not in the workforce, or those younger than sixty-five (the age at which Medicare eligibility begins). The lack of health insurance and therefore the inability to access medical care has become an increasingly pervasive problem affecting many people, even those who work full time, in the United States.

Third, for people who receive health insurance from their employer, the good news is that they have health coverage. The not-so-good news: apart from the relatively small proportion of the private sector workforce that works under collective bargaining agreements, everything about a person’s coverage is determined unilaterally by their employer. That means that the cost of someone’s health insurance, the rules that determine which doctors and hospitals that individual can use, how much that person will pay for medications and treatment, and what specific treatments for what conditions the insurance will and won’t cover, are all at the discretion of employers who can, and do, change coverage conditions all the time. Employees can easily find themselves struggling to understand benefits and fighting with their employer-provided health insurer over medical claims.

Even well-intentioned employers may not fully appreciate how their health plans operate, because health insurance is administered by insurance companies, not human resource departments. Therefore, employers have limited visibility into the situations their workers face. The result: a surprisingly large fraction of the US workforce, even people with health insurance, report delaying or not receiving medical care and not obtaining needed medicines or dental care because of costs. For instance, in 2015, Gallup reported that almost one in three Americans delayed medical treatment in the prior year because of the cost, a fraction unchanged even after the passage of the Affordable Care Act. Moreover, people who put off obtaining medical care because of costs were more likely to say they did this for a serious condition than for a nonserious one.2 Even when people get care, they may face stress and have to expend time and energy dealing with their health insurers to get costs reimbursed, efforts that divert people from their primary job responsibilities.

THE FALSE CHOICE

Companies seem to believe there is some inevitable trade-off between offering health insurance benefits that benefit their people and saving money and keeping costs low to increase their profits. But like many of the presumed trade-offs between aspects of employee well-being and dimensions of organizational performance, the choice is a false one. Keeping employees healthy—and satisfied with their health care—is completely consistent with economic performance, particularly if you consider the costs of people wasting time fighting with insurers, turnover, and employee disengagement and dissatisfaction.

According to Dean Carter, the head of human resources for outdoor clothing manufacturer and retailer Patagonia, his company offers health care on the first day of employment for all their full- and part-time employees—anyone not seasonal or temporary. Moreover, the premiums are zero for employee-only coverage. Even though Patagonia operates in a competitive business, it believes providing employees with health-care coverage is both consistent with its values and good business. As Carter noted:

We believe that everyone should have health care. There was some concern in the beginning that people would choose not to have health care, even part-time people. And these jars would appear around the company, because “Bill” just had a hospital stay, and can you help raise money to help him out? We believe that’s something people shouldn’t have to do. Everyone just gets health care, and we have really low maximum out-of-pocket expenses and we try to keep the co-pays low.

Such a system not only helps retain people but also reduces their stress and permits them to concentrate on their work rather than worrying about health-care access and cost.

Administrative Nightmares and Their Costs

Collective Health is a venture-backed provider of customer-focused, service-oriented health insurance solutions to employers designed to benefit their employees. The story of the company begins with Ali Diab, who had sold a company to Google and had stayed on at Google. In 2013, Diab experienced sharp pain in his abdomen that an emergency scan revealed was caused by his intestines twisting in on themselves, cutting off circulation to about ten feet of his small intestine. He needed emergency surgery.

After successfully confronting a painful, dangerous, life-threatening condition that took time for recovery, Diab faced insurers claiming that some of his treatments were experimental and therefore not covered, and that other treatments and medicines were unnecessary; still other claims were denied because he’d failed to obtain required preapprovals. To make a long story short, the insurers proposed leaving Diab with a six-figure medical bill. Diab was a senior executive at Google. He knew Larry Page, Google’s cofounder. Page called the insurance provider, which fixed things, and he also offered Google’s resources if necessary to help with the expenses. As Ali Diab emotionally recounted to me, it was bad enough to face a severe health crisis that terrified him and his family without having to go to war with an insurer—a war that he won mostly because of his great connections and senior position.

Ali Diab decided to cofound Collective Health to make the health insurance experience easier on employees. By providing patient advocates to employees and by using the most innovative information and information technology, Collective Health promised that employees would spend less time dealing with health claims. And because employees would experience more of the benefits rather than the burdens associated with coverage, they would develop more loyalty and deeper connections with their employer. Third, as an organization with focused expertise on health care, the health insurance market, and employee health, Collective Health would be able to relieve some of the burden confronted by in-house human resource and benefits people, another gain for employers.

Simply put, employers pay a lot of money for health insurance coverage, but that coverage is often administered in a way that irritates employees and imposes burdens of stress and time on both employees and human resource executives in their companies. It is as if neither side of the deal profits. Companies pay money for arrangements that all too frequently upset their employees and absorb wasted time learning about and fighting over benefits.

The almost absolute discretion employers in the United States have to determine conditions of access to health insurance—and consequently health care—is different from what people in any other advanced industrialized country confront. All other industrialized countries provide health coverage to all their citizens regardless of age or employment status.3 Employer-centric health coverage is not just a mixed blessing for employees. It also poses demands on employers. Providing coverage requires a lot of effort on the part of employers to purchase coverage that affords reasonable benefits without costing too much. Employers often view the multitude of decisions to be made in health-plan design as a burden. Overseeing the many choices of insurance companies and other vendors, and hiring the benefits consultants who help employers make those decisions, costs money.

Even more important, when employers make health insurance decisions that upset their workforce, something that is quite easy to inadvertently do, the employers risk responses ranging from people besieging a beleaguered human resources department to increased employee turnover to possible unionization efforts. Thus, it is far from clear that employers benefit from the current employer-centric health insurance arrangements—a situation that has provided a business opportunity as well as a cause to companies like Collective Health.

LESS IS NOT MORE

A few years ago, I was preparing to make a presentation to the Human Capital Leadership Council of what was then Hewitt (now Aon Hewitt, post-merger) about how organizational decisions affect human health. The council consisted of the heads of human resources from some of Hewitt’s best customers—some of the largest and best-known US corporations that at the time included Hewlett-Packard, American Express, Marriott, Cargill, and Google. As I was previewing my talk, which would include a discussion of the health effects of not having health insurance, my inside “partner” at the firm told me to drop this part of the presentation, because, he said, “These are all large employers. All of them offer health insurance. So this is not a relevant issue for them.” Not quite, for reasons I will soon explain.

As I was preparing this book, a friend, reviewing the outline, said, “Why do you have a chapter on health insurance? Isn’t access to insurance and care a nonissue now that the Affordable Care Act has passed?” Holding aside that attempts to repeal Obamacare continue as this is written, even the ACA has failed, by a lot, to provide universal health coverage, as bricklayer Dan’s experience makes clear.

Or consider the dilemma faced by casino workers in Atlantic City. Atlantic City has lost about half of its casino jobs in the past seven or so years. With the jobs went health coverage. Many of the remaining casinos, owned by private equity firms or by companies facing financial stress, have eliminated or reduced health insurance benefits. Many hotel workers in Atlantic City are organized by a labor union that surveyed its Atlantic City members and shared the results with Stanford colleague and health policy expert Arnold Milstein. Milstein shared some of the survey data with me.

Seventy-two percent of the people responding to the survey said that the cost of health insurance had affected their ability to pay their monthly bills. Seventy-two percent said that they were unable to address current health problems. Sixty-three percent believed that their health was deteriorating because they did not have health insurance, 75 percent could not afford new health insurance options, and more than half of the respondents reported symptoms of depression. The idea that access to health insurance and health care is a problem that has disappeared is simply wrong. If anything, the issue is getting worse.

Health insurance costs are often economically significant, not just to individuals, but to companies, too. For instance, General Motors, at one time at least, spent more on health insurance than it did on steel.4 Employers typically spend some $12,000 per employee on an employee-plus-spouse health insurance plan per year. For an employer with one thousand employees, the cost of $12 million per year is large enough to get management’s attention. For even larger employers, health-care costs are very salient. Employers that choose to offer insurance can face cost disadvantages compared to competitors that choose not to.

The public policy goal of taking health insurance out of competition among companies, so there is not a race to the bottom in what they offer, is one reason that many other countries do not leave the decisions and costs about health insurance with employers. Instead, the governments and populace of most other advanced economies believe that in relatively wealthy societies, access to health care is a fundamental human right that should not be subject to employer cost concerns. Because health insurance is at once costly and discretionary, the two recessions of the early and late 2000s that encouraged employers of all types and in all sectors of the US economy to reemphasize cost control adversely affected employee access to health insurance coverage and increased the already large number of people in the United States who did not have health insurance.

As noted by the Kaiser Family Foundation, by 2010, just before the Affordable Care Act began being implemented, there were more than forty-nine million nonelderly uninsured people in the United States.5 The growing number of uninsured arose because employer-provided health insurance coverage among the nonelderly had fallen from 69.3 percent to 58.8 percent between 2000 and 2010.6 By 2011, some 40 percent of all employers did not offer health insurance to any of their employees. Moreover, even of the 60 percent of employers who did offer insurance, on average more than one in five of their employees (21 percent) were ineligible for coverage, either because they worked part-time, had insufficient total work hours, or had worked for the employer for too short a period to meet eligibility standards.7 Moreover, “low-wage workers who are offered coverage often cannot afford their share of premiums, especially for family coverage.”8

As health insurance has become increasingly unavailable to workers, it has also become increasingly expensive to keep for those employees who do have access to coverage. In just the ten years between 2001 and 2011, the average employee contribution for individual coverage increased from $355 to $921 per year (a 159 percent increase) and the average contribution for family coverage went from $1,787 to $4,129 (a 131 percent increase) annually. By 2015, the cost of individual coverage had further increased to $1,071 and family coverage to $4,955.9 Both family and individual coverage expenses paid by employees increased at a faster rate than total health insurance premium costs because not only were employers shedding coverage and raising eligibility requirements, they were also shifting costs to employees.

Employers have not only reduced access to health insurance and increased employee cost burdens, but, in an additional move to cut costs, the health insurance plans provided often do not cover all medical needs or do so with such high co-payments and deductibles that people forgo treatment.

Data from a federal government survey are revealing. In 2014, after the implementation of the ACA, the proportion of people reporting forgoing either medical treatment or prescription drugs because of costs was actually higher than it had been in 1997, before passage of national health insurance legislation, although both were lower than in 2010, just after the recession and prior to the ACA taking effect. Moreover, although the percentage of people reporting forgoing medical care or medicine because of cost was obviously much higher for the uninsured than for insured individuals, even among the insured, almost 6 percent of people reported forgoing or delaying medical treatment because of cost.10 An analysis of the employer-centered American health-care system in the New England Journal of Medicine argued that “the increasing prevalence of underinsurance may well be the most serious trend,” even worse than the absence of insurance in its implications for health. The report provided data showing substantial cost shifting to individuals and rising rates of underinsurance that limited access to treatments.11

Because of employer decisions, “having a job does not guarantee a person will have access to employer-sponsored coverage; in fact, about 38 million of the uninsured [77 percent] are in families that have at least one worker.”12 Moreover, 61 percent of the uninsured were in families that had one or more individuals working full time. Survey data shows that the uninsured are more likely to be minorities, to have no education beyond high school, to be in low- or moderate-income families, and to be young. And more than four-fifths of the uninsured are either native or naturalized US citizens, which means that the problem of not having health insurance is not one affecting mostly undocumented workers.

These facts mean that the profound racial and income disparities in health outcomes, an increasing focus of both research and public policy attention, can be at least partly attributed to the racial and family income differences in who has employer-sponsored health insurance. For example, one analysis reported that while people of color comprised 34 percent of the US population, they accounted for 52 percent of the people without health insurance.13

Employer decisions to provide health insurance are, as already noted, a typical collective action problem. If everyone provides insurance, no single company is at a cost disadvantage from doing so. Moreover, the (higher) costs of treating the uninsured don’t get shifted from those who do not provide insurance to those who do. Such cost shifting occurs because doctors and particularly hospitals and clinics raise their rates for those who have insurance to recoup the uncompensated costs of caring for the uninsured. For instance, one study using very detailed state-level data reported that in 2002, uncompensated care just in the state of Maryland totaled $529 million.14 But as in all collective action situations, there are strong incentives for individual employers to defect. By not providing insurance, they can cut their costs below the competition and offload employee health care to others.

As the proportion of employers who don’t provide insurance at all or who make it unduly expensive so that fewer people avail themselves of it increases, other employers who do provide affordable insurance are at a growing competitive cost disadvantage. The cost-shifting implications of providing insurance grow larger, because those who provide insurance pay twice—once directly through their insurance contributions and once indirectly through the taxes they pay to fund public health programs that provide health services for those without insurance. Thus, insurance experts in compensation consulting firms have told me that there will come a tipping point at which more and more employers will abandon the provision of private health insurance altogether because of competitive necessity and also because providing health-care coverage will no longer be seen as normative, as something that good employers routinely do. This will happen even under the ACA, because the “fine” for large firms that fail to offer health insurance to their employees is substantially less than the actual cost of providing that insurance coverage.

When norms change, behaviors change, too. Of course, no one is sure at precisely what level such a tipping point will be reached. But I have been in meetings with senior human resource executives from some prominent, large, and economically successful companies where the discussion has turned to the possibility of employers getting out of the business of providing health insurance to their employees, regardless of what has occurred or might happen in the future at the national policy level—something that all around the table agreed would never have even been considered in the past.

The Affordable Care Act, as of 2016, has extended health insurance coverage to perhaps thirteen million of the forty-one million previously not covered. It is up to the states to decide whether to expand Medicaid programs to provide coverage to children and the poor. Some states have taken advantage of federal funds available to encourage such expansion, but many have not. The data showing that the uninsured are, for the most part, working adults—people just like Dan the bricklayer—means that the effects of health insurance on people’s well-being remain relevant.

THE HEALTH AND ECONOMIC EFFECTS OF BEING UNINSURED

What are the effects of employer decisions to offer health insurance coverage? The most important are, first, health and mortality and, second, bankruptcy and financial stress.

Health Insurance and Health

Decisions about health insurance are important for the simple reason that health insurance or its absence profoundly affects individual health and mortality. An Institute of Medicine (IOM) study using data from 1971 to 1987 on people between twenty-five and seventy-four years old and Census data from 1982 to 1986 on individuals between twenty-five and sixty-four estimated that being uninsured increased mortality risk by 25 percent in working-age adults. This result held even after various other factors that might affect mortality were statistically controlled.15 Based on this estimate of increased mortality and the number of people uninsured at the time, the IOM report estimated there were eighteen thousand excess deaths per year in the United States. As the number of uninsured grew over time, the Urban Institute, using the IOM’s original methodology, estimated that there were 137,000 excess deaths because of being uninsured just between 2000 and 2006, with 22,000 excess deaths occurring in 2006 alone.16

The IOM methodology assumed that increased mortality from not being insured was identical for all age cohorts. But this is almost certainly not the case. The risk of being ill from any cause increases with age, and the risk of having cancer or heart disease, for instance, is also age-related. Not having insurance if you aren’t sick clearly would have many fewer health and mortality consequences than being uninsured when confronted with a serious disease. And there is another complication in this initial analysis. Being uninsured is itself related to health status. Prior to the passage of health reform under President Obama, it was frequently the case that when people got sick, they would lose their health insurance coverage, and exclusions for preexisting conditions were routine parts of insurance contracts. Taking these factors into account, one study noted that after adjusting for the effect of people’s health on the likelihood of having health insurance, the mortality difference between having and not having health insurance coverage reached 42 percent, almost double the increased mortality risk estimated in the Institute of Medicine study.17 Another analysis that used data on adults aged fifty-five to sixty-four estimated that just among this ten-year cohort of near-elderly individuals, more than thirteen thousand people died annually because they did not have health insurance.

A recent review of the scientific literature generally supports the original conclusion of the Institute of Medicine study: that “health insurance reduces mortality” and that “uninsurance shortens survival.”18 In part, this is because having insurance increases the use of recommended care. This review of the evidence noted that one reason the United States has worse life expectancy than many other industrialized countries is that “worse access to good-quality health care contributes to our nation’s higher mortality from medically preventable causes.”19

Other studies show an even higher death toll from an absence of insurance. A longitudinal panel study of about nine thousand people aged seventeen to sixty-four between 1988 and 2000 uncovered a 40 percent higher likelihood of death for those uninsured even after statistically controlling for age, gender, body mass index, smoking, regular alcohol use, leisure exercise, and physician-rated health status. This analysis estimated that there were almost forty-five thousand excess deaths annually because of lack of health insurance. As a comparison, an absence of insurance caused more deaths than kidney disease.20

In addition to these studies of excess deaths from all causes, studies of the mortality outcomes from specific diseases also consistently reveal higher death rates for those who do not have health insurance compared to similar others that have such insurance. One study of 189 patients born with cystic fibrosis who had at least one hospitalization at a university medical center found that the median survival for patients without health insurance was 6.1 years compared to 20.5 years—more than three times longer—for those individuals with private insurance.21 Another study of mortality from cystic fibrosis compared Canadians to Americans. That study found that “Canadians with cystic fibrosis survive, on average, more than 10 years longer than Americans with the same disease, largely because of differences in the two countries’ health insurance systems.” Although there was no difference in death rates across the two countries for people in the United States who had private health insurance, the “Canadian death rate was 44 percent lower than that of Americans on Medicaid or Medicare and 77 percent lower than Americans without insurance.”22

A study of women with breast cancer found that, even after controlling for the extent of the disease when the patient presented for treatment, the adjusted risk of death was 49 percent higher for uninsured patients compared to those with private health insurance.23 An analysis of women with cervical cancer, a disease where prognosis is highly related to the stage of the cancer at time of discovery, reported that uninsured women were about 1.4 times more likely to present with more advanced stage cancer than women with private health insurance.24 And an analysis of stroke patients reported that, depending on the type of stroke, being uninsured increased the risk of death between 24 and 56 percent.25

Researchers have also discovered at least some of the causal pathways and processes that connect health insurance to health outcomes. One causal relationship relating insurance to mortality is the connection between having health insurance and obtaining preventive screening for various health conditions. Research demonstrates “the efficacy of preventive health service use (e.g., cholesterol screenings, mammograms . . . Pap tests) in reducing morbidity and mortality,” and the data consistently show that “uninsured adults are less likely than those with insurance to use preventive services.”26 Many people alternate between being insured and uninsured, for instance, as they change employers or move from being unemployed to finding a job. Panel evidence with comprehensive statistical controls for socioeconomic status shows that even intermittent periods of being uninsured substantially reduced people’s use of preventive screenings and that the effects of not having insurance on reducing people’s obtaining useful screenings persisted for some time even after they got insurance.27

Access to health insurance also affects people’s compliance with treatment regimens, including getting their prescriptions filled. The Kaiser Family Foundation reported that “more than a quarter of uninsured adults say they did not fill a drug prescription in the past year because they could not afford it.”28 One study compared what happened to thousands of people with and without insurance following either experiencing an unintentional injury or the onset of one or more chronic medical conditions. After an adverse change in their medical condition, people without insurance were less likely to obtain any medical care, had fewer doctor office visits, and filled fewer prescriptions. Moreover, people without health insurance were about twice as likely to not have received any follow-up medical care. Not surprisingly, then, even seven months after a “health shock,” those without insurance were almost 50 percent more likely than those with health insurance to report worse health status.29

Having insurance also seems to be related to receiving better care once diagnosed with some disease or health condition. That is because being insured provides access to a wider—and better—set of doctors and hospitals that are not as financially constrained and therefore can offer a broader set of treatments and more comprehensive care, including follow-up treatment. One innovative study used turning sixty-five, the age at which people become eligible for Medicare insurance, to examine the effects of insurance on treatment and health outcomes. The analysis considered unplanned admissions to the emergency department for severe asthma, heart attacks, and strokes, and explored differences between those admitted just before and those admitted just after their sixty-fifth birthday. The study showed that people over sixty-five received more services and therefore experienced a 20 percent reduction in deaths, even for a patient group that was severely ill, with the difference in mortality persisting for at least nine months after being hospitalized.30 Another analysis, comparing states that expanded their Medicaid coverage with otherwise similar states that did not, estimated that expanding access to health care through the Medicaid expansions reduced all-cause mortality by about 6 percent, with some of the effect coming from reducing the incidence of receiving delayed care because of costs.31 These studies are consistent with others that show that insured individuals receive more and better care and also more timely care than those without insurance.

Health Insurance and Financial Problems

Numerous studies have found a relationship between having health insurance and bankruptcy and other forms of financial distress. One report noted that “almost 40% of uninsured adults have outstanding medical bills.” And another study in Oregon reported that “the uninsured were more likely to experience financial strain from medical bills and out-of-pocket expenses.” As a Kaiser Family Foundation report on the uninsured noted, “The uninsured live with the knowledge that they may not be able to afford to pay for their family’s medical care, which can cause anxiety and potentially lead them to delay or forgo care.”32 Financial stress, just like other forms of stress, is negatively related to both physical and emotional health as well as to mortality.33 Stress has direct effects on health and also induces unhealthy behaviors such as smoking and alcohol and drug abuse that further compromise health and increase the risk of premature death.34

There is little doubt that medical bills, even for the insured but particularly for the uninsured, contribute to bankruptcy and other symptoms of financial problems, although the magnitude of these effects remains in some dispute. One examination of 1,771 personal bankruptcy filers in five (of the seventy-seven) federal district courts estimated that about half cited medical causes for the financial distress. “A lapse in health coverage during the two years before filing was a strong predictor of a medical cause of bankruptcy.”35 Nonetheless, about three-quarters of those filing for bankruptcy had insurance at the time of the onset of their medical costs. Another study compared changes in household assets, excluding the value of an owned residence, for near-elderly individuals who were newly ill with insurance to those in the same age range who were newly ill without insurance. Assets in households with a newly ill, noninsured person declined between 30 and 50 percent more compared with matched individuals who were covered by health insurance.36 Although medical debt is quite common, “medical debt is greater for people without health insurance.”

Medical debt and bankruptcy obviously are traumatic and stress-inducing. “One national survey found that 44 percent of those with medical debt used all or most of their savings to pay outstanding medical bills . . . one in five medical debtors took on large credit card debt or a loan against their home to pay medical bills. . . . People with medical debt are often subject to legal judgments, wage garnishments, attachment of assets including bank accounts, or liens on their homes, which can lead to foreclosure.”37

As this partial review of the extensive existing evidence shows, an absence of health insurance is truly hazardous to an individual’s financial and physical health and adversely affects mortality. Therefore, employers who offer health insurance at reasonable cost positively affect their employees’ well-being, while those who do not put their workers at serious physical and psychological risk.

HEALTH INSURANCE AND THE OPERATION OF LABOR MARKETS

When some employers provide health insurance and others don’t, numerous problems arise. Such problems are particularly severe when and if insurers can deny coverage for preexisting conditions, something that was quite common prior to the passage of health reform under President Obama. These problems affect not only employee well-being but company performance as well.

The first problem comes from restricted labor mobility, frequently referred to as “job-lock.” Most theoretical perspectives on human capital, which view labor as subject to market forces, acknowledge the positive function of labor sorting and matching. Simply put, employers have needs for certain technical skills and other attributes, and these requirements change over time as competitive conditions change. To take one example, manufacturing jobs that once required limited mathematical and reasoning skills now require more of such skills as numerically controlled machine tools and more complex manufacturing processes have grown in prominence. On the other side of the equation, employees have both a set of skills and tastes that also change over time as individuals acquire training and learn through job experience what employment conditions they like and don’t like.

Labor markets work best when employers can freely select workers and workers can freely move to employers who offer not just the best financial deal but also the best setting for their talents and abilities. Many scholars and policy experts acknowledge that when employee-employer job matching is restricted, “the economy-wide results will be lower labor market efficiency and productivity.”38 That’s because “labor market mobility enables workers to obtain employment where they are most productive,” so “immobility due to disparities in the availability of scope of health insurance across employers can eliminate potential gains in productivity and income, adversely affect worker satisfaction, and alter the volume and quality of goods and services produced.”39

Non-portable pension benefits are one source of job-lock, and indeed one of the purposes of deferred compensation schemes such as pensions is to tie employees more tightly to their employers, thereby reducing turnover costs. However, having health insurance tied to employers and making coverage difficult to obtain for those who already have some disease restricts labor mobility in ways that disrupt optimal labor matching. Employees stay at employers where they no longer are interested or maybe even competent at their jobs because they are afraid to risk losing their health insurance benefits if they enter the labor market and either don’t find a job right away or don’t find an employer that provides adequate coverage.

Estimating the magnitude of job-lock effects from decisions reflecting health insurance concerns is invariably difficult using available panel data on job mobility. Nonetheless, the empirical evidence, which employs sophisticated methodologies and a variety of controls for other factors that might affect mobility, provides reasonably consistent estimates that show substantial mobility reductions. One study using data from the 1980s estimated a 25 to 31 percent reduction in mobility because of health insurance concerns, an effect that was even larger for employed women than for men,40 while another study focusing on dual-earner men found mobility reductions of about 36 to 51 percent.41 Another analysis reported that chronic illness reduced job mobility by about 40 percent compared to otherwise similar workers.42 There is also evidence that public policies that make obtaining health insurance after leaving an employer easier to obtain, such as “continuation of coverage” mandates, reduce the magnitude of health-insurance job-lock effects on mobility.43 Reductions in labor mobility between 25 and 50 percent are substantively significant and suggest that the theoretical problem of mismatched employees and employers has important productivity and efficiency consequences.

A second problem arises from the current set of health insurance arrangements in the United States: a form of adverse selection. Most group health insurance plans do not have exclusions for preexisting conditions and are open to all employees who meet the relevant eligibility requirements, such as hours worked or length of employment. Not all employers, however, offer health insurance. Moreover, the health insurance offerings on the private, individual market largely do (or did, prior to the passage of health reform legislation) limit coverage to new medical problems and exclude preexisting illnesses. Therefore, employees with medical problems will be drawn to seeking employment at those employers who offer health insurance. Employers who offer such health insurance will, as a consequence, tend to attract a higher percentage of sick people who have higher medical costs. Thus, there are increasing incentives over time for those employers who do offer health insurance to reduce or restrict coverage to cope with the cost disadvantages they face because of this adverse selection effect. Moreover, choosing employment based on the health insurance coverage offered clearly interferes with sorting processes premised more on skills and interests, resulting in additional productivity and efficiency losses.

The labor market distortions created by job-lock and adverse selection make it increasingly costly for employers to offer health insurance. These facts help explain why privately provided coverage has declined over time as we have already seen. But unavailability of private coverage does not “solve” the problem of health costs. Instead, health costs are merely transferred to other payers, most often either the public or medical providers who furnish uncompensated care, even as such costs get increased because treatment gets delivered to patients who are sicker and have more advanced disease because they have delayed seeking care because of uncovered costs.

PROVIDING HEALTH CARE ON-SITE

Good employers take care of their employees by providing health insurance. Healthy employees are more productive. Offering health insurance helps attract and retain people.44 Employers who offer health insurance—and other benefits—signal that they care about their people. Offering health benefits, particularly when competitors are cutting benefits, activates the norm of reciprocity and causes employees to reciprocate with greater levels of loyalty and engagement.

But employers who are concerned about employee health confront some dilemmas. First, as already discussed, as health-care costs escalate, companies that want to do the right thing are caught in a competitive bind—confronted with issues of adverse selection as sicker workers flock to workplaces that offer health coverage and with the problem of competing with companies that have lower costs because they have externalized—offloaded—their employee health costs to the larger society, to care providers, or both. Second, employers confront a health-care system in the United States beset with administrative costs—the costs of marketing health-care plans to employers and their employees, reviewing and paying claims, adjudicating appeals of claims denials, providing pre-authorization for tests and procedures—many of which have a tangential relationship to providing health care. Gail Adcock, the chief health officer who oversees health benefits and is in charge of on-site health care at the large software company SAS Institute in North Carolina, told me that “managed care was mostly about managing costs, not care,” something that not only drove up the administrative overhead but also created distrust among employees. Some Harvard researchers have estimated that administrative overhead consumes almost one-third of US health-care spending, and this large administrative burden is one reason why the United States spends so much on health care without achieving better outcomes.45

One growing employer response to these issues has been to offer health care on-site. This is a solution that not only reduces the enormous overhead burden created by insurance companies, but also permits employers to get closer to their employees’ health issues so they can intervene earlier in the disease process, thereby saving money and also keeping their workforce in better shape. It is well known that a relatively small proportion of employees with serious medical conditions account for a disproportionate share of health costs, and that the risks of people moving into the high-utilization/high-cost population can be predicted, affording the possibility of early intervention and prevention that can reduce health costs.46

Decades ago some companies had company doctors on-site or nearby—particularly companies located in remote locations or those that faced a high risk of injury or disease. Over time, such arrangements disappeared as organizations chose to focus on their core activities and as the employment relationship became more transactional, with less of a sense that employers needed to take care of their workers. But there are many cost advantages for employers offering health care on-site. First, seeing a doctor at the workplace saves travel time. At Sprint’s Overland Park, Kansas, facility, employees “could sign out, drive to their own doctors somewhere in the region, and typically come back the next day. Or they could walk across the campus . . . see a physician in one of the clinic’s three exam rooms, and make it back to their desk . . . in about a half hour.”47

A second advantage is the cost savings. Overhead of doctor’s offices and hospitals is eliminated, as are insurance middlemen with their costs, for all visits by employees and their families to on-site health facilities. Health-care providers are typically salaried rather than paid on a fee-for-service basis, which also cuts costs. Another major advantage cited by numerous employers is reduced absenteeism and better employee health and productivity. People are more likely to visit an on-site clinic that is not only more convenient but often offers a lower co-pay for the visit—in many cases there is none. With more frequent contact with employees, the medical staff can intervene earlier to prevent disease problems from getting worse and encourage healthier behaviors—and have better ability to follow up with people to ensure those behaviors take hold. Yet another advantage cited in employer surveys is the greater use of evidence-based guidelines for treatment and electronic health records that facilitate care coordination. “Studies point to a relatively substantial return for on-site health centers of $2 in savings for every $1 invested, and some studies indicate levels of $3 to $6 for every $1 invested.”48

These advantages have led to widespread adoption of the on-site model. “According to . . . the National Business Group on Health, 23 percent of surveyed employers with more than 1,000 employees reported offering on-site medical services in 2007” with that number expected to grow.49 And on-site medical care has even diffused to smaller employers. So, for instance, Wilson Tool International in White Bear Lake, Minnesota, and Turck, Inc., in Plymouth each have an on-site medical facility even though both have only about four hundred employees.50 A number of companies are now in the business of operating on-site medical facilities for companies, and the service is growing in popularity.

Of course, on-site clinics are suitable primarily for relatively minor illnesses and routine care such as immunizations. But nonetheless, the time used to access even such routine care is enormous. And the ability to cut costs while providing a physical manifestation of companies’ commitment to their employees’ well-being provides some compelling advantages for the on-site model.

EVERYONE’S LOSS

The data are clear: the absence of health insurance leads to higher levels of mortality, worse health, financial strain including bankruptcy, and increased anxiety and stress. The United States continues to have a large population of individuals who lack health insurance and a surprisingly high proportion of people who must forgo medicines and treatment because of cost issues even if they have insurance. Those without health insurance are for the most part working, many of them full time, and are overwhelmingly either US citizens or legal residents. Even for people with employer-provided health insurance, costs have been shifted from employers to employees, resulting in insurance premiums and co-payments that have increased at rates even faster than the growth in health-care costs and have adversely affected access to care. And people with health insurance—and their employers—often confront administrative difficulties in obtaining reimbursement for health-care expenses, diverting employees’ attention from their work and increasing their level of stress.

Health insurance concerns produce job-lock and restricted labor mobility that negatively affects productivity. Worries over accessing health care impact people’s job performance, and their ability to obtain care affects their absence behavior. Administering health-care plans consumes enormous amounts of resources, and much of those costs fall on employers who pay for benefits consultants, human resources staff to administer medical plans, and for the overhead of the health-care providers that they use. These overhead and administrative costs are one reason that some large employers have moved to a model of offering on-site care for relatively minor and routine medical problems.

It is hard to see who, other than health insurance companies and insurance brokers and benefits consulting firms, gain anything from the current arrangements. Moreover, health care and who pays for it has become an increasingly politicized issue. It is not just politically fraught on the national and state government levels, although disputes are frequent in government at all levels. Health-care costs are also politicized inside organizations, where chief financial officers fixated on cost reductions sometimes lock horns with human resource leaders interested in employee well-being. As with any such political struggle, forecasting how things will evolve is almost impossible.

What’s missing in much of the discussion—in government and inside workplaces, in the discussion of health insurance, health-care costs, and employee health—is the human toll these contradictions and paradoxes cause. People face unforeseen medical bills as prescriptions go on or, more frequently, off formularies. As one individual told me, it seems particularly inhumane that individuals confronting serious, sometimes life-threatening illnesses, should also have to cope with insurance companies, insurance plans, and their benefits office, and be at the mercy of these entities about what are often life-and-death decisions.

In this as in so many other aspects of work environments covered in this book, considerations of human sustainability are largely missing from the financially driven discussions and decisions. And it is far from clear that employers benefit from having financially stressed employees navigating a health insurance thicket of forms, policies such as where care can be accessed and what prior approvals are required, and ever-changing cost and benefits offerings.





Chapter 5

Health Effects of Long Work Hours and Work-Family Conflict

KENJI HAMADA WAS FORTY-TWO years old when he died of a heart attack at his desk in a Tokyo office. His widow said that Hamada was working seventy-five hours a week and spent almost four hours a day commuting back and forth to work. He had worked forty straight days prior to his death. “He was so stressed out, working day and night,” she maintained.1 In late 2016, a twenty-four-year-old employee of the large advertising firm Dentsu jumped to her death after telling friends about enduring harassment and long hours on the job. The employee was working Saturdays and Sundays and put in more than one hundred hours of overtime a month.2

The Japanese even have a word for death from overwork—karoshi. The first reported case of karoshi occurred in 1969 when a twenty-nine-year-old, married male worker in the shipping department of Japan’s largest newspaper died from a stroke. After that, karoshi became much discussed and worried about in Japan, where death from overwork has been formally recognized as a cause of death by the Workers Compensation Bureau in the Ministry of Labor. “In 2012, the Japanese government compensated 812 families who were able to show a link between overwork, illness, and death, including 93 suicides.”3 By 2015, claims had risen to 2,310, “but the true figure may be as high as 10,000—roughly the same number of people killed each year by traffic.”4

One Japanese study noted: “Nowadays, there are almost no workers who do not know the word. . . . Many Japanese workers and their families are anxious about karoshi.” Notwithstanding the public discussion and scrutiny, the problem persists. A survey conducted in October 2016 found that nearly one-quarter of the companies surveyed said that some employees were working more than eighty hours of overtime a month.5 Starting in 1987, Japan’s Ministry of Labor began to publish statistics on karoshi, although these statistics are not considered completely reliable because it is difficult in individual cases to unambiguously attribute sudden or premature death to overwork as contrasted with other causes.6

Long work hours and the adverse health consequences they cause are a problem in many countries besides Japan. A forty-eight-year-old Chinese banking regulator, Li Jianhua, died of a heart attack after twenty-six years of hard work as he rushed to finish a report. Gabriel Li, who worked in the Beijing office of advertising firm Ogilvy, died in May 2013, on his first day back from medical leave. Other deaths attributed to overwork in China include “a 24-year-old employee at Ogilvy Public Relations Worldwide” and “a 25-year-old auditor at PricewaterhouseCoopers.”7 Chinese factories, particularly those assembling electronics products for many iconic companies such as Apple, HP, Cisco, and others, are notorious not only for their low wages and stressful, inhumane working conditions but also for their extremely long and sometimes unpredictable working hours. Indeed, customer-facing companies such as Apple can keep their supply chains lean while introducing new products and new models so quickly after their designs are finalized explicitly because their subcontractors are willing to do whatever it takes—literally waking workers in the middle of the night—to ramp up production.

Not surprisingly, China also has a word for death from overwork—guolaosi. Overwork apparently is an enormous problem in China: “About 600,000 people a year die from toiling too hard, according to the China Youth Daily. State-controlled China Radio International puts the toll at 1,600 a day.” A survey of Chinese employees working in Beijing, conducted by the dean of the School of Labor Economics at the Capital University of Economics and Business, reported that 60 percent of the respondents said they were working more than the legal limit of two hours a day of overtime.8

Sometimes people believe that long work hours only bedevil emerging economies. That is because advanced industrialized countries often regulate work hours. Such regulations include restricting the hours that younger, school-age people can work, mandating overtime pay for certain employees working more than some prescribed number of hours per day and/or per week, and requiring a number of weeks of paid vacation or paid time off to delimit the hours people work on an annual basis.

But not all jobs are effectively covered by such regulations. Vulnerable groups such as immigrants worried about deportation or low-wage workers concerned about losing their jobs may be reluctant to assert their rights. Some positions, such as managerial and supervisory jobs as well as professional work are often exempted from overtime pay provisions. As one person told me, at Airbus, the French-headquartered airplane manufacturer with substantial operations in a country with a supposed thirty-five-hour workweek, midlevel managers typically work sixty hours per week and often stay until 8 p.m. Professional and managerial work hours have increased as Airbus has grown and become more successful. However, unlike in some countries such as the United States, at Airbus managers seldom work on the weekend and they do take their five weeks of vacation.

Some industries and occupations are particularly prone to excessive work hours. For instance, investment banking, regardless of where it is located, is notorious for long hours and associated adverse health effects. As previously described, in 2013, Moritz Erhardt, a twenty-one-year-old intern at Bank of America’s Merrill Lynch unit in London, died after working until 6 a.m. for three nights in a row. He apparently had worked all night eight times in two weeks. A report about his death noted that “Mr. Erhardt appears to have been one of the many interns caught on the so-called magic roundabout—a process whereby a taxi takes an intern home, waits outside while they shower and change, and then drives them back to the office to begin another long day.” Another intern commented, “They get you working crazy hours and maybe it was just too much for him in the end.”9

Long work hours characterize law practice, too, with its billable-hours culture so that the more people work (and bill), the more money the firm makes. Writing about her ex-husband who died from complications associated with drug use, Eilene Zimmerman noted that “he had been working more than 60 hours a week for 20 years, ever since he started law school and worked his way into a partnership in the intellectual property practice of Wilson Sonsini Goodrich & Rosati.”10

High technology, with its Red Bull–fueled all-nighters, is another place where overwork reigns. The Palo Alto Medical Foundation operates a mobile medical facility in the Silicon Valley with two examination rooms and a laboratory. The van serves more than two dozen of the area’s largest employers. Why a mobile van? As the head of PAMF’s employer health services explained, “People are so freaking busy they can’t even imagine going out to the doctor.”11 Forty percent of the people the van sees don’t have a primary-care physician, even though they earn high incomes and work for companies that offer health insurance. The employees are simply too busy to take care of themselves. “Some patients don’t even get off their mobile devices while being examined.”12 The result: “30-year-old engineers with 50-year-old bodies, complete with potbellies, curved spines, dulled skin tones, joint issues, reduced vitality, and elevated risks of diabetes and heart disease.”13

Thus, the problem of excessive work hours and the resulting deleterious health effects can be seen at least to some extent in most if not all countries and in many different jobs and industries. “Working long hours is common and has increased in many developed countries in recent years.”14 Working hours in the United States are particularly long and irregular, a situation that has gotten worse over time. As David Waldman, vice president of human resources at the Robert Wood Johnson Foundation, noted, “Overwork is not new in this country. . . . But in some ways, it seems like it’s hitting critical mass.”15 In the United States, “the average number of hours worked annually . . . has increased steadily over the past several decades and currently surpasses that of Japan and most of Western Europe,” so that while in 1979, the United States did not have the longest work hours, by the 2000s the country stood out for its long working time. A study using time-diary data found that almost 30 percent of US employees reported working on the weekend, a proportion higher than that seen in France, Germany, the Netherlands, and the United Kingdom, and more than twice as high as Spain. That study also examined the proportion of US employees who reported working at night, between 10 p.m. and 6 a.m. In the United States, more than one-quarter of all people reported working at night, a proportion substantially higher than that in any other country included in the study.16

Long hours have become the norm for successful employees interested in advancing their careers. As one executive coach told me, almost all of her clients work a ten- to twelve-hour day, like from 8 a.m. until 6 p.m., take some time off for dinner, and then go back to work from, for instance, 8 p.m. until midnight or even later. And most will also work at least one day on the weekend. These hours are so much a regular part of people’s work patterns that the coach no longer even offers sympathy when people complain about the strains such working arrangements put on their health and their relationships. It is just expected as part of the “price” for career success—and in many instances, exceptional levels of income and responsibility.

Moreover, even when people are presumably not “at work,” the separation between work and nonwork time has decreased because of the omnipresence of electronic devices that leave employees always on call and potentially working even when they are not physically in the workplace. One survey reported that 81 percent of respondents said they checked e-mail on the weekends, 55 percent said they logged in after 11 p.m., and 59 percent said they looked at e-mail while on vacation.17 People check e-mail at funerals and at the birth of their children. Describing the scene at her lawyer ex-husband’s funeral, Eilene Zimmerman poignantly wrote:

Quite a few of the lawyers attending the service were bent over their phones, reading and tapping out e-mails. Their friend and colleague was dead, and yet they couldn’t stop working long enough to listen to what was being said about him.18

Employees are frequently expected to be potentially available for work-related calls and e-mails while at home or even while on vacation. At Uber, the ride-sharing company notorious for its hard-charging, demanding culture, an employee told BuzzFeed:

“I got texts on the weekend. E-mails at 11 at night. And if you didn’t respond within 30 minutes, there’d be a chain of like 20 people. . . . There was a three- to four-month period when I was getting woken up every Friday, Saturday, and Sunday at 3 or 4 in the morning to fix something,” said an engineer. . . . “Months of that, on top of working 10-plus hours a day.”19

It’s not just high technology, I-banking, or law. This always-on, always available expectation is increasingly pervasive. Dean Carter, the head of human resources for Patagonia, told me about something that happened while he was working for the department store chain Sears years ago:

I remember when I was at Sears I got an e-mail on Christmas Eve at 7. I responded Christmas day, the next morning, at 8 a.m. The response from one of the executives to whom the e-mail was sent was, “Dean, I don’t understand why you took so long to respond. We’re in a transformation, and you need to be a lot more responsive.”

Recognizing that work intrudes on nonwork time, in 2016, France passed a law that embodies a “right to disconnect.” Although the law does not ban after-hours work-related e-mails, it does “require that companies with more than 50 employees negotiate a new protocol to ensure that work does not spill into days off or after-work hours.” In justifying the need for the law, France’s minister of labor noted how “employees were more and more connected to work outside of the office.”20

While people may joke about France and its working-time regulations, a study of 365 working adults reported that “off-hour” e-mailing negatively affected employees, leading to burnout and diminished work-family balance. The study noted that the expectation to be constantly available on e-mail was a job stressor.21

There are many manifestations of long, excessive, or irregular work hours, all of which have health effects. One manifestation would be working very long hours in a day or week, thereby depriving the body of sleep and weakening the immune system. A Gallup study of more than seven thousand US adults found a positive relationship between more hours of sleep and self-reported well-being, with some 40 percent of the sample getting less than seven hours of sleep a night, the minimum number recommended for good health.22

A second example would be working excessive hours over the course of a year, by not taking paid time off, if such time is even available, to go on vacations and take holidays to get away. One study reported that about a third of American employees do not use all the vacation days to which they are entitled,23 while a more recent survey found that more than half of US workers eligible for paid vacation did not use all the time allotted, leaving a median of seven vacation days unused.24 About a quarter of Americans do not get any paid vacation at all.25

A third symptom would be not taking time off when a person is ill, under the belief that taking care of oneself while sick could put one’s job or income at risk or in some way demonstrates that the worker is insufficiently concerned about the company’s well-being. The BBC reported on a 2014 survey that found that more than 25 percent of US employees said “they always go to work when they are ill,” while “nearly a quarter of US adults have been fired or threatened with the sack for taking time off to recover from illness or to care for a sick loved one.”26 A representative survey of one thousand American adults reported that 62 percent said they had gone to work sick.27 Working while ill is not just bad for the individual’s productivity and for possibly making coworkers sick. Mexican fast-food chain Chipotle “partly blamed a 2015 outbreak of the norovirus vomiting bug on employees who had come to work sick.”28

A fourth case of work-hour problems would be shift work, working hours at variance with normal bodily rhythms such as working at night. As one fifteen-year longitudinal study of paper mill workers found, the incidence of heart disease increased by more than two times for people who worked shifts for more than ten years.29

Companies Have a Choice

It is important to understand that long work hours and not taking sick or vacation days are not some inevitable result of contemporary economic realities such as global competition and technological change. We know that because firms vary dramatically in their work-hour policies, even companies operating in the same country and in the identical industry. Work time is the result of managerial decisions and discretion. “There is a long-hours culture in some workplaces; long hours are used even when they are not strictly needed for business reasons.”30 One study using survey data from Britain reported that about one-third of the variation in weekly hours of work came from firm-level differences, with such differences being particularly important in the private-services sector.

In Dublin, Ireland, a few years ago Google tried an experiment called “Dublin Goes Dark.” In the experiment, staff were invited to leave anything that beeped at the front desk when they left for the day. “Phones, iPads, and computers stayed at HQ and so, it seems, did the stress. ‘Googlers reported blissful, stressless evenings,’ wrote Laszlo Bock, the head of Google’s People Operations” at the time.31

Clothing company Patagonia has standard work hours and offers on-site childcare. Their head of HR commented, “When childcare closes at 5:30, basically the parking lot empties. Everyone leaves. I rarely see cars in the parking lot after six.” The company moved to a nine-hour workday so that every other Friday, people can have an extra day off—twenty-six three-day weekends a year. And people do not get calls or e-mails during their three-day weekends. As one person said, “It just doesn’t happen.”

Zillow Group, which operates a real estate website, is yet another example of a company seeking to encourage people to limit their hours so they have a healthy work-life balance. As one person noted, “It’s not until you’re a part of the company, and not until you realize that a lot of people don’t take their laptops home, or they are able to drop their child off at day care and come in at 9:45, that it hits home that this culture really, actually does value work-life balance.”

Landmark Health, a start-up providing in-home care to people who are often dealing with five or more medical conditions, trains its employees as part of their onboarding process to be sensitive when they send e-mails. Unless the communication concerns patient care, people are told not to send e-mails at night or on weekends or holidays. Obviously, numerous other companies have adopted progressive practices that try to manage work hours, limit times when employees are on call, and provide flexible work schedules.

If work hours and the ability to separate oneself from work vary according to company decisions and culture, not just because of business necessity, then work hours—and their consequences—are a policy variable controllable to some extent by employers and potentially modifiable by changes in social norms and labor market regulations. Therefore, employers and governments have discretion over work hours and also the health effects of those work hours on people.

SOME CAUSES OF LONG WORK HOURS

Both employers and employees conspire to make work preeminent among competing life priorities and, as one consequence, encourage and venerate long working hours. Many people, both employees and their bosses, see putting in long hours as demonstrating commitment and loyalty to the employer and the job. Furthermore, employees often see their work as important. People who work hard and make sacrifices for their work would tend to see that work as important because of pressures for cognitive consistency, as a way of justifying and making sense of their effort. But if that work is important, indeed essential, then it should take priority. That is possibly one reason that some research has found that people who work in nonprofits work longer hours, because they see their work as being driven by a higher purpose.32 But, of course, nonprofit employees suffer burnout and the other consequences of long work hours, too.

Employees see long work hours as signaling their toughness and strength. An accountant told me, “You see this a lot, particularly in the Silicon Valley culture. People say, ‘I can last longer than you. I can work harder than you.’” So, in the contest for promotions, work hours become one way of competing. The accountant, while working for a health-care organization, commented:

When I started there, I would come in and say, “I got four hours of sleep last night.” My boss, the VP of finance, would tell me, “I got three.” It was never like, “You should take a day off.” And of course then this is how I would treat my staff. I would say, “This is not acceptable. Why didn’t this get done? I don’t care how late it is.”

Employees see putting in “face time” as necessary in an increasingly competitive labor market with ever more people competing for fewer promotion opportunities, a result of companies having reduced middle management layers and jobs. Even high-earning professionals—or maybe particularly high-earning professionals—work ever longer hours and pay the price for doing so. Sylvia Ann Hewlett’s 2004 survey found that 62 percent of high-earning respondents worked more than fifty hours a week and 10 percent worked more than eighty hours weekly. Almost half said they were working more than fifteen hours a week more than as recently as five years ago. These folks forgo vacations regularly. And although seemingly successful, at least in financial terms, some 69 percent believed they would be healthier if they worked less, 58 percent stated that work interfered with relationships with their children, and 46 percent thought that their work hours affected their relationship with their spouse.33

Decades ago, leisure time was a marker of social class. A tan meant that you could afford to take a nice vacation, and beach attire was a status marker. Today, higher-class, higher-earning individuals actually work more than their lower-income counterparts. In a perverse twist, longer work hours have become a status symbol—a marker of how important, indeed indispensable, someone is. Summarizing this phenomenon for Arianna Huffington’s new venture Thrive, Drake Baer wrote:

Busy is now cool. It’s even become an aspirational bit of American culture. . . . The higher up you go, the busier your calendar gets. . . . References to “crazy schedules” in holiday cards have . . . shot up since the 1960s. . . . When Americans hear “busy,” they think status. . . . Displays of busyness show that society values you, that everybody wants a piece.34

As such, people want to put in long hours to signal how valuable they are.

Why Companies Like Long Hours

Notwithstanding the nil to negative relationship between work hours and performance reviewed below, many companies have cultures that seemingly venerate long hours and forgone vacation. After all, who could be against “hard work”? Most employers seek loyalty and commitment from their employees. They want employees who are willing to devote the extra effort required to triumph against the competition. It is, of course, difficult to directly observe someone’s loyalty and commitment. It is much easier to assess indirect indicators of employee dedication, and the hours someone puts in on the job is one such indicator, and so is whether employees use all their allotted vacation and paid time off or give their lives to the workplace. Employers often use work hours, something readily observed, as an indicator of an important employee attribute more difficult to observe, dedication.

Because employers see long work hours as a signal of employee effort and loyalty, employers reward those who put in long hours, in part because employers favor those who are willing to make sacrifices for the organization. What could show more organizational commitment than being literally willing to work yourself to death for the company? Studies consistently demonstrate an effect of work hours on salaries and changes in wages over time, even for people who are ostensibly not paid by the hour (in the case of hourly pay, obviously, income varies directly as hours increase).

Employers also prefer longer rather than shorter hours because of the implicit belief that work output is related to the number of hours worked—the more hours, the higher the output. This relationship certainly holds for some sorts of jobs and particularly in the past when there was less technology, creativity, and mental concentration involved in production. But for creative work, for work that requires thought, for innovation, it is scarcely obvious that, beyond some point, more hours will result in more productivity. Indeed, for many jobs, there comes a point at which output suffers from just putting more time in. That’s because after a while, long work hours produce fatigue and boredom, which lead to making more mistakes and also to being less thoughtful and insightful.

If employers like long hours and those who work endlessly, then employees learn that long work will be rewarded and respond accordingly. Before the key cards we use to open doors and access equipment such as printers became ubiquitous and low-tech sign-in sheets were more common, stories abounded in the Silicon Valley of employees who would sign in to their workplace on the weekend and then leave, nap, or do other, nonwork things while supposedly in the office. Even today, employees will reset their computer clocks to show they are sending e-mails in the middle of the night, leave office lights on and coats or sweaters on the backs of their chairs to indicate they are at work, and engage in numerous other such ploys to make their boss think they are always working. The purpose of the deceptions—to show employers and, more specifically, the employees’ direct supervisors, how hard they were working. Of course, face time does not equal work time, and time spent at a workplace is not highly correlated with the work that someone does. But the signaling, symbolic outcomes from apparently putting in long hours remain important for people’s careers.

Because women generally tend to have more family responsibilities than men, women are sometimes able to put in fewer hours at work. The reduced hours result in diminished career success. One study by business school professors Olivia O’Neill and Charles O’Reilly found that statistically controlling for hours worked eliminated the oft-observed male-female earning differential.35 They argued that this effect would become even more important over the course of a career. Initially, people are hired on the basis of promise and there is variation in knowledge and competence. But careers are for the most part organized as tournaments—at each level, people compete for promotions, and those who lose fall out of contention for even higher-level promotions. Over time, the less competent or those who have less time to put into their work get weeded out. Consequently, at higher organizational levels, differentiation is based mostly on motivation and effort—hours—as there are few remaining differences in capability. In other words, hours matter even more as careers unfold. Although not every study of this issue reported that controlling for work hours eliminated the effect of gender on salaries, numerous studies do find that controlling for hours worked reduces the male-female earnings differential.

Employees, then, become complicit in the long-work-hours culture. Seeking to stand out and demonstrate commitment, each individual puts in more time. Even when employers provide paid vacation and ostensible flexibility, few employees may avail themselves of these benefits. For instance, at IBM peer pressure abounds so that many employees never take their full vacation and check e-mail and voice mail while away on vacation.36 But dedication and commitment are relative concepts—demonstrated mostly in comparison to others. The dynamic of a rat race is created, in which, to show how valuable and dedicated someone is, that individual puts in more time than his or her peers, and as they ratchet up their work hours correspondingly, so does the individual trying to stand out. Until finally people are pulling all-nighters until they get sick or die.

Much as in the case of layoffs, there is good epidemiological evidence of the harmful effects to human health of long work hours and also shift work, but little evidence that long work hours actually benefit employers. As such, long working hours impose often unrecognized and unaccounted for costs on human beings without apparent offsetting benefits for their employers. Here is yet another management practice that could be changed to positively affect employee physical and mental health without jeopardizing organizational performance. Indeed, a different approach could even improve company results.

LONG AND IRREGULAR WORK HOURS HARM HEALTH

“Paul” (not the individual’s real name) worked for a major television network producing news shows for about fifteen years. As Paul explained, “Working in the news business, in order to get a promotion, you have to work the worst shifts. I worked weekends, I worked prime time, I worked in the field. I did breaking news.” For instance, Paul covered the Tucson shootings when Congresswoman Gabrielle Giffords was severely wounded and six people were killed. On such assignments, Paul sometimes wound up sleeping in the greenroom for three hours and then going back to work. Because of the irregular sleeping patterns, Paul said that he lost the ability to sleep for any longer than three to four hours at a time, even when he wasn’t on call or wasn’t working. He continued:

As a result of the sleep deprivation, I faced what I called a three-punch: hypothyroidism, no exercise, and bad food. You had no time to prepare your own food. At 6:30, you’d be sitting there going, “I’m really stressed out. Man, I really need some Doritos,” and you’d hit the vending machine. I went through eight different presidents of the network.

Between when I became a senior producer in 2008 and I finally quit because I couldn’t take it anymore in 2012, I gained sixty pounds. My metabolism was bad and all the things that would keep me healthy—my bodily functions—were just breaking down.

Whether long work hours are voluntarily embraced as a way of advancing one’s career or forced on people by their employers, or whether the long hours arise from the fact that people earn so little on an hourly basis that they must work multiple jobs and excessive hours to get by, the evidence is clear—long work hours adversely affect physical and mental health and increase mortality. Moreover, research has begun to identify some of the specific pathways through which long work hours adversely affect health.

First, as the case of Paul illustrates, long work hours often result in sleep deprivation and disrupted sleep patterns, and a lack of sleep is unhealthy. One study in the province of Quebec, Canada, reported that short sleep duration had a bigger effect on obesity than did high lipid intake or lack of exercise.37 Another article noted the many metabolic effects of sleep deprivation, including elevated levels of the stress hormone cortisol and impaired carbohydrate tolerance, increasing the risk of diabetes.38

Second, long work hours have been related to drug abuse, particularly of stimulants or hard drugs such as cocaine, which can act as a stimulant.39 Between 2005 and 2011, “emergency room visits related to nonmedical use of prescription stimulants among adults aged 18 to 34 tripled,” while between 2010 and 2012, people who entered substance rehabilitation centers citing simulants as the primary drug they abused increased by more than 15 percent compared to the prior three-year period. One start-up founder, ironically working on a health technology application, had on average just three hours and twenty-five minutes of sleep per night over a nine-month period, before entering an addiction center to address her health problems. Medical experts note that stimulants can cause anxiety, addiction, and hallucinations, and worry “about added pressure in the workplace—where the use by some pressures more to join the trend.”40

Third, long work hours are stressful, as excessive work hours exacerbate work-family conflict, which has its own negative health effects, as we will see later in this chapter. Long hours are often a response to excessive job demands in the workplace, reflecting the stress of work pressures. Fourth, long work hours leave people without time to relax and refresh.

And fifth, the longer the time spent at work, the greater the possible exposure to possible stress-inducing workplace exposures such as workplace bullying and nasty bosses. It is little wonder, then, that in occupations where fatigue can have potentially fatal consequences if people fall asleep or are not alert, such as airplane pilots, truck drivers, and medical personnel, regulations mandate rest periods and limit work hours and work schedules. And yet even in these occupations, employers often push back seeking to relax or eliminate work-hour restrictions.

The evidence of the effects of work hours on health is reasonably extensive and has been around for many decades. Nonetheless, insufficient attention has been paid to incorporating this research into policies and practices that would limit the costs and harm that long work hours cause.

The Evidence

More than a half century ago, a study found a higher incidence of coronary heart disease among men who worked more than forty-eight hours per week.41 A study of almost 7,100 British civil servants aged thirty-nine to sixty-two without heart disease found that over a ten-year period, people who worked ten hours per day were about 45 percent more likely to have suffered a heart attack, and those who worked eleven hours per day were 67 percent more likely to have had a heart attack than those who worked eight hours per day. Working hours predicted future heart attacks even when typical risk factors such as age, gender, blood pressure, and cholesterol levels were statistically controlled. Because of the longitudinal design of the study, it is easier to establish causality—work hours cause heart attacks, not the other way around.

Using 2001 California data from more than twenty-four thousand working-age individuals, analyses showed a positive correlation between hours worked per week and self-reported hypertension, itself a risk factor for heart attack and stroke. Compared to people working between eleven and thirty-nine hours per week, individuals who reported working between forty-one and fifty hours per week were 18 percent more likely to report having high blood pressure, and those who worked more than fifty-one hours per week were 29 percent more likely to have elevated blood pressure.42 A study of almost one thousand employees at a Japanese construction manufacturing company explored the effects of workaholism on health. Workaholism is defined as voluntarily choosing to work and having trouble disengaging from work activities. The study reported that workaholism was negatively related to both job performance and life satisfaction and was positively associated with ill-health.43

A meta-analysis of twenty-one study samples reported small but statistically significant correlations between hours of work and overall symptoms of ill-health as well as physiological and psychological ill-health.44 And a National Institute of Occupational Safety and Health review of fifty-two research reports investigating the association between long working hours and illnesses as well as job performance concluded:

In 16 of 22 studies addressing general health effects, overtime was associated with poorer perceived general health, increased injury rates, more illnesses, or increased mortality. One meta-analysis of long work hours suggested a possible weak association with preterm birth. Overtime was associated with unhealthy weight gain in two studies, increased alcohol use in two of three studies, increased smoking in one of two studies, and poorer neuropsychological test performance in one study.45

Long work hours also adversely affect mental health, as long working hours increase stress and fatigue and preclude adequate time to recover. For instance, a study of 473 nursing assistants working in nursing homes reported that there was a 400 percent increase in the odds of experiencing depression for people working more than fifty hours per week, more than two weekends per month, and more than two double shifts per month.46 Another study compared 1,350 employees who worked overtime with 9,092 employees who did not work overtime. Both men and women who worked overtime had significantly higher anxiety and depressive disorders. Moreover, the extent of the psychological problems was linearly related to the amount of overtime in a dose-response fashion, with more overtime causing more severe anxiety and depression.47

When Boeing fell years behind schedule on the 787 plane, there was enormous pressure on engineering employees and work hours went up significantly as the company struggled to complete work on this important new product. An individual close to the engineering community told me that burnout went up as employees struggled with the long work hours and physicians in the area reported much higher levels of illness among employees associated with the 787 program.

None of this should be surprising. After all, when people get sick and go to the doctor with ailments ranging from flu to more serious medical issues, I don’t know any doctor who would prescribe more work (as contrasted, for instance, with bed rest) as a remedy. Stress weakens the immune system, and overwork is an important form of stress.

THE PERFORMANCE EFFECTS OF LONG WORK HOURS

As the evidence makes clear, we don’t have to trade off longer working hours against better economic results. All too many companies seem to love employees who put in long hours, but the evidence makes crystal clear that organizations would be better off with employees who don’t overwork themselves. Employees would be healthier, the health-care costs borne by both employees and employers would be lower, and employee productivity and innovation would not falter. Indeed, the latter is likely to improve.

When people work exhausted, they make mistakes. As one Uber engineer noted about a mistake with a master database in 2015 that took the service down, “If you’ve been woken up at 3 a.m. for the last five days, and you’re only sleeping three to four hours a day, and you make a mistake, how much at fault are you, really?”48

Researchers at the OECD prepared a chart for the hours worked per person in OECD countries between 1990 and 2012 and the GDP created per hour worked. That chart “reveals that productivity is highest when people spend fewer hours working.”49

During World War I, the British Health of Munition Workers Committee undertook a study to see how to increase the productivity of munitions plant employees. When Stanford economist John Pencavel analyzed those data, he found that the optimum number of work hours was about forty-eight per week. Below that number, output declined proportionately with the decline in hours worked. But “once workers clocked . . . more than 48 hours, output started to fall.”50

In 2012, the International Labour Organization (ILO) published an extensive review of the research literature examining the effects of working time on productivity and firm performance.51 That report highlights extensive research demonstrating that longer hours often decreases performance. For instance:


	A study using panel data for eighteen industries in the United States found that the use of overtime hours lowers average output per hour worked for almost all the industries in the sample. A 10 percent increase in overtime resulted in a 2.4 per-cent decrease in productivity.52

	An analysis of eighteen OECD countries, studying productivity at the national level since 1950, reported that an increase in working time was always accompanied by a decrease in per-hour productivity. Once annual working time exceeds 1,925 hours, a 1 percent increase in working time leads to a .9 percent decrease in productivity.53

	An earlier ILO report noted that productivity improvements followed reductions in work hours.54

	A study of professional employees found that reduced hours improved employees’ self-reported job performance.55

	A study of six workplaces providing dental health care ran an experiment on work hours. Employees in these workplaces were randomly assigned to one of three experimental treatments: a 2.5-hour reduction in weekly working time accompanied by increased physical exercise, a 2.5-hour reduction in weekly work hours without increased physical activity, and a control condition. The research examined both self-rated productivity and an objective measure, the number of patients examined. Both reduced working-hours conditions showed increases in the number of treated patients, and reduced work hours accompanied by increased physical exercise produced increases in self-rated productivity and also decreased absence from illness.56



Thus, the simplistic idea that more work hours produce more output is incorrect. After a while, exhausted workers produce more errors. Extensive empirical evidence is consistent with the idea that above a certain threshold, reducing work hours would increase both employee health and productivity and job performance. There is no economic trade-off required to improve people’s well-being by having them work less.

WORK-FAMILY CONFLICT AND ITS EFFECTS

Paul, the news producer, worked in a unit where most of the employees were women, and most of the women were single. “We call them news nuns. I don’t think any of them would like that term, but it’s a long-held name.” Of the forty-two people in the department when Paul arrived, within about five years there were only twelve left. Paul was the only person married with kids. For good reason. After Paul left the network, one day he talked to his daughter, who had been quite proud of his job as a news producer.

I said, “Are you sorry that I’m not working there anymore?” And she said, “No, I’m glad. Because now you’re here to listen to me and now you’re here to tell me stories.” Then she caught herself. She said, “Of course you did those things before, except you had Mr. Scrolly with you when you did it.” Mr. Scrolly was my BlackBerry.

When people are in a situation in which they have more to do than they have time to do it, that is called role overload. When people have demands for behavior emanating from one role, such as that of employee, that are incompatible with the demands of another role, such as family member, that is called role conflict. Long-standing research literature on role conflict and overload consistently finds that people who confront conflicting expectations for behavior or more demands than they can handle are more stressed.57 Thus, not surprisingly, role conflict and role overload are associated with poor outcomes ranging from increased turnover to lower job performance.

Work-family conflict takes two forms: family demands can interfere with job performance, as when an employee is distracted or loses time on the job attending to family-relevant issues such as caring or arranging for the care of an ill family member; this is often called family-to-work interference. The second form of work-family conflict, called work-to-family interference, is when job demands interfere with an individual’s ability to fulfill family obligations such as meeting with teachers, coaching their children’s sports teams, or having time to spend with spouses and other family members.

As would be expected, empirical research consistently shows negative physical and mental health effects of both work-to-family and family-to-work conflict. For instance, one study of almost two thousand adults in Erie County, New York, found that, even after statistically controlling for gender, race, education, family income, marital status, and number of children, higher levels of work-family conflict were associated with higher levels of depression, poorer physical health, and higher levels of alcohol consumption. A second study of about seven hundred households in Buffalo, New York, replicated these results. And both studies found that men and women were affected similarly by work-family conflict.58

A study of some 2,700 employed adults noted that people who reported experiencing work-family conflict were between two and thirty times more likely to experience a clinically significant mental health problem compared to people who reported no work-family conflict, with the magnitude of the effect depending on the specific mood or substance abuse disorder examined.59 Of course, one possibility is that the health and psychological problems cause the work-family conflict rather than the reverse. To explore this possibility and better establish causality, a four-year longitudinal study reported that family-to-work conflict was related to poorer physical health and more depression while work-to-family conflict was related to elevated alcohol consumption.60

The role overload characteristic of work-family conflict affects marital interactions61 and marital satisfaction.62 Role conflict more generally has been found to relate to lying in organizational settings—a finding that makes sense because one way of balancing conflicting, incompatible demands is to lie.63

Physical and mental health problems, lying, diminished marital satisfaction, and similar outcomes are instances of what IESE professor Nuria Chinchilla has referred to as social pollution. To what end? Work-family conflict drives up sickness absence, something that harms employers.64

Providing more flexible work arrangements, giving more generous family leave, and working people less are all in the interests of both employers and the general public, each of whom face increased costs from the social toll of excessive work hours and work-family discord.

WHY SOME COMPANIES AND COUNTRIES ARE DIFFERENT

Not every employer and not every country encourages long hours and work-family conflict, of course, and evidence suggests they may be onto something. Patagonia’s head of human resources, Dean Carter, described the very generous, family-oriented benefits the company provides:

Family is really important here. We have integrated on-site childcare. Any parent, at any time, is encouraged to go hang out with their kid. You can eat lunch with them, eat breakfast with them. If you want to just sit on the ground with them for a play break, you can do that. We have really generous [paid] maternity and paternity leaves, twelve weeks for dads and sixteen weeks for new moms. You can have up to twelve weeks of paid leave to take care of an elderly parent.

If I could pick one thing about the culture at Patagonia that has a bigger impact than anything else, I would pick that our childcare and family policies are really extraordinary. For example, if you’re a mom and you’re nursing and you need to travel for work, we will pay for the child to travel with you as well as a nanny to care for the child while you’re working.

Countries and companies compete for talent with other locales and employers. Those that make it possible to reconcile the demands of work with the rest of life do better in that competition. At Patagonia, “We know that about 99 percent of our moms return to work, which is about 20 percent above the national average, because we make it super easy.”

The “war for talent” is an already long-established phrase. Countries invest, through education and training mandates, in building the quality of their human capital. Companies, too, invest not just in training but also in identifying high-potential employees and instituting policies and programs to ensure their retention. Interestingly, work hours, scheduling flexibility, and policies that foster work-family conciliation are important means for accomplishing these goals.

At the company level, firms on Fortune’s Best Places to Work list regularly outperform their peers on shareholder returns. And these companies are more likely to offer job-sharing programs, compressed workweeks, telecommuting opportunities, and more generous family benefits to create environments more supportive of employees seeking work-family conciliation rather than conflict. Numerous organizations including Deloitte Consulting, Google, and some management consulting, accounting, and other professional service firms have sought to address issues of work hours and flexibility in order to attract and retain employees who increasingly do not want to trade off their life for a career. Family-friendly work environments offer companies an edge in recruiting and, possibly more important, in retaining employees.

Google, frequently rated as the best place to work in America, has a vision “of making its staff the healthiest and happiest on the planet.” As described in a 2011 article:

Google launched its “optimize your life” programme in 2010, as an extension of a new healthcare plan. . . . Google’s emotional wellbeing benefits include an employee assistance programme . . . life coaching, deep-sleep sessions, brain training, support groups, and recharging spaces . . . within the office for 20- or 30-minute breaks.65

Of course, that’s Google—they can afford it. But it is not just software companies that have chosen to take care of their people by providing reasonable working hours. At Whole Foods Market, in the hideously competitive grocery business and ranked fifty-eighth on the 2017 Best Companies to Work For list, 85 percent of surveyed employees said that they were able to take time off from work when they thought it was necessary.66

Companies vary with respect to work-hour issues and for that matter on other dimensions affecting employee health mostly because of the values—and behavior—of their leaders. The CEO of Landmark Health believes that his employees must take care of themselves if they are going to take care of others. Patagonia’s founder wrote a book entitled Let My People Go Surfing and strongly believes that work should not be all-consuming.

But leaving decisions about work practices that will affect employee health to the discretion of a founder or a CEO puts employees’ health and psychological well-being at risk to the vagaries of executive succession and founder whim. We don’t leave food safety, for instance, to the discretion of the CEO, nor do we leave it up to the CEO to determine whether or not to pollute the environment. If employee health is as fundamentally important as these other things, it, too, should not be subject to a particular CEO’s values, as it currently is. This is a subject to which I return in Chapter 8, the concluding chapter.

Both individual companies and countries vary in how they approach work-family conflict. The United States, as is well known, is different, and not in a good way—being the only advanced economy not to require employers to provide paid time off for either vacations or illness and also having fewer mandates that make balancing work and family easier. A report from the Center for WorkLife Law at the University of California’s Hastings College of the Law noted:

Of 20 high-income countries examined in comparison with the United States, 17 have statutes to help parents adjust working hours; 6 help with family care-giving responsibilities for adults; 12 allow change in hours to facilitate lifelong learning; 11 support gradual retirement; and 5 countries have statutory arrangements open to all employees, irrespective of the reason for seeking different work arrangements.67

Although causality is difficult to prove, it is interesting to note the possible effects of these policies, or their absence, on female labor force participation. “US labor force participation for prime working age women (age 25 to 54) has stalled and is now lower than it is in 14 of the 20 high-income countries. . . . Labor force participation for college educated women in the United States is lower than in any of the other 20 countries.”68

Systematic evidence and numerous anecdotes suggest that working hour and work-family policies and practices affect companies’ and countries’ ability to attract, develop, retain, and utilize all of their human capital—something that is increasingly important in a world in which more and more work requires more and more creativity and skill.

WHAT WORKERS SHOULD DO

It is possible that public policy will address the social costs of excessive work hours and work-family conflict, but with a move toward decreasing labor market regulation worldwide, I would not hold my breath. Maybe employers will voluntarily take steps to remedy these problems, as some have already done. But once again, I wouldn’t bet on it.

Simply put, workers—be they freelancers or employees—need to take care of themselves. And this means not just economically, although that is obviously crucial. In my research for this book, I often heard comments of the following form: “I know that my working unsustainable hours and neglecting spending time with my family can lead to bad outcomes, including physical and mental health problems. But I’m [only going to do it for a while longer, really don’t have a choice, am not going to suffer the consequences for various reasons such as being young, having good genetics, and so forth].” Lots of people engage in various forms of magical or wishful thinking about how they will mystically avoid the health consequences of toiling in toxic work environments. Unfortunately, things seldom work out well, rationalizations and wishes notwithstanding.

My advice: Stop telling yourself stories about how bad consequences from poor choices won’t happen to you, and stop making excuses for why you can’t do what you know you should do to take care of yourself at work. Instead, limit your work hours to what is sustainable, understanding that people have different levels of stamina and that endurance levels can be modified. Take vacations and time off and spend sufficient time with family and friends to obtain the social support that so much research has shown is important to well-being. Don’t schedule your baby’s delivery for your employer’s convenience by having a medically unnecessary caesarean section—holding aside physical considerations, the high rate of surgical deliveries is one factor (among many) driving up health-care costs.

And most important, as you think about possible jobs, employers, and other aspects of working life, recognize the profound mental and physical health consequences of your choices and actions. In other words, while plenty of people are suffering—and even dying—for a paycheck, you don’t have to be one of them.





Chapter 6

Two Critical Elements of a Healthy Workplace

COMPANIES UNDERSTAND THE COSTS of turnover and employee absence due to sickness. Companies also know the importance of discretionary effort, and many do surveys to measure employee engagement. But employer efforts to build more enticing workplaces often focus on the wrong things—“trinkets” and perks that can be quickly implemented, rather than important dimensions of the workplace itself that are more challenging, but more important, to change. For example, the profusion of perks offered by Silicon Valley and other high-technology workplaces seems to be a source of endless fascination for business journalists and others. As one source noted, “Lavish perks are as much a part of Silicon Valley lore as are unicorns and behoodied billionaires.” A search for “crazy employee perks” uncovered stories of companies offering employees “free helicopter rides, endless supplies of booze, on-site barbers, fitness classes, bike repair, and nap pods, ball pits, indoor basketball courts, arcade-size game rooms, and designated candy kitchens.”1

The companies that attract, retain, and motivate a great workforce, and the workplaces that keep their employees physically and mentally healthy, do so not by offering people cute amenities. People are not that easily seduced by mere trinkets; sleep pods, free food, and letting people bring their dogs to work cannot make up for stressful work environments.

What matters—for employee engagement and productivity and, more important, for employee physical and mental health—is the work environment and the work itself. Not having a boss who heaps scorn and abuse, because the health hazards of workplace bullying and incivility have been well documented.2 Having a private office or at least a workplace with comfortable temperature, good lighting, and acoustical privacy, so that the physical work environment does not impose stress.3 And, most important and the focus of this chapter, two crucial elements of a healthy workplace that any company, in any industry, can provide without breaking the bank—and therefore ought to offer to enhance employee well-being: job control and autonomy and social support. What follows is evidence on the importance of these two dimensions of work environments and some examples of how to create healthy workplaces that provide people autonomy and control and that promote the social connections and support that foster physical and mental health.

JOB CONTROL, AUTONOMY, AND HEALTH

In the 1970s, British epidemiologist Michael Marmot and his colleagues noticed an interesting fact: the higher someone’s rank in the British Civil Service, the lower the incidence of and mortality from cardiovascular disease (CVD, or sometimes CHD, as in coronary heart disease).4 Why might higher rank be positively correlated with better health? Marmot launched a series of longitudinal studies, called the Whitehall Studies—because the British Civil Service is administered out of a building named Whitehall—to understand the causes of this relationship between hierarchical rank and health. These were prospective cohort studies in which people were recruited to participate, assessed initially and then again over time, and their health status monitored. Of course, as is typical and inevitable in field research, this was scarcely a random sample of the British population and, moreover, for ethical and practical reasons, people could not be randomly assigned to job conditions that varied in the amount of job control provided. Nonetheless, the studies could and did control for people’s initial body mass index, blood pressure, cholesterol levels, blood glucose levels, age, gender, and many other factors that might affect health such as individual behaviors like smoking. Even with all those controls, social status, in this case measured by hierarchical rank, mattered for health. Why?

Research revealed that it was differences in job control, differences that are correlated with job rank, that explained the effect of civil service grade on CVD. Higher ranked British employees, like higher ranked employees in most organizations, enjoyed more control over their jobs and had more discretion over what they did, how they did it, and when, even though they often faced higher job demands. This finding makes intuitive sense, as the higher one is in an organizational hierarchy, the more discretion and decision-making power that individual typically has. In the second set of Whitehall Studies, Whitehall II, Marmot and his colleagues followed more than 7,300 people beginning in 1985 and ending in the period 1991 to 1993. They examined self-reported angina and also doctor-diagnosed narrowing of the coronary arteries. Marmot and his fellow researchers summarized their findings:

Compared with men in the highest grade (administrators), men in the lowest grade (clerical and office-support staff) had an age-adjusted odds ratio of developing any new CHD of 1.50. The largest difference was for doctor-diagnosed ischaemia (odds ratio for the lowest compared with the highest grade 2.27). For women, the odds ratio in the lowest grade was 1.47 for any CHD. Of factors examined, the largest contribution to the socioeconomic gradient in CHD frequency was from low control at work. Height [which is often taken to reflect the effects of early-life health and well-being] and standard coronary risk factors made smaller contributions.5

These results mean that, after adjusting for age (because health problems and mortality generally increase as people age), men and women in the lower ranks had about a 50 percent higher probability of reporting chest pain and angina and men had more than twice the likelihood of having physician-diagnosed narrowing of the arteries than those in higher ranks. Moreover, job control was the single most important predictor of developing heart disease—more important even than smoking, for instance, in accounting for developing CHD.

Of course, coronary heart disease is only one health indicator, albeit an important one. The Whitehall Studies also assessed how differences in absence from work because of sickness varied across hierarchical ranks. Marmot and his colleagues found that men in the lowest civil service grades had six times the rate of absence because of sickness than did men in the highest grade. For women, the differences were smaller but still important, with those in the lowest ranks being absent between two and five times as much as those in the highest.6 And the Whitehall data related work stress, measured as the co-occurrence of high job demands and low job control, to the presence of metabolic syndrome, a cluster of risk factors that predict getting heart disease and type 2 diabetes. Employees who faced chronic stress at work were more than twice as likely to have metabolic syndrome compared to those without work stress.7

Nor are the health effects of job control on health limited to British civil servants. The Wisconsin Longitudinal Study followed a random sample of more than ten thousand men and women who graduated from Wisconsin high schools in 1957. The long-term survey asked questions about health, job characteristics, and other important control variables such as education, childhood health, and individual health-related behaviors such as smoking and drinking. Of course, this is not a completely random sample, as in 1957 there were relatively few minorities among Wisconsin high school students and a substantial fraction of people did not finish high school. Nonetheless, the data permit reasonable assertions about causality because people provided information over time. One analysis followed people to study their changes in health between ages fifty-four (the 1993 survey) and sixty-five (the 2004 survey). During this eleven-year period, 7.4 percent of the women and 11.2 percent of the men died. The study assessed self-reported physical health as one outcome, but did not relate job characteristics or other variables to death. Nonetheless, the study found that job control in 1993 was statistically significantly related to self-reported physical health for women, though not for men, eleven years later.8

Other research has also found a relationship between measures of job control and health. A cross-sectional study of hospital employees in Europe reported that in Western Europe, there was a positive relationship between job autonomy and health.9 A study of 8,500 white-collar workers in Sweden found that people who had gone through reorganizations where the individuals had influence in the reorganization process and achieved greater task control exhibited higher levels of well-being compared to those with less influence and discretion. The higher-control group had lower levels of illness symptoms for eleven out of twelve health indicators, were absent less frequently, and experienced less depression.10 An Indiana University longitudinal study of 2,363 Wisconsin residents over a seven-year period found that individuals who were in jobs with high demands but low job control experienced a 15.4 percent higher mortality rate.11

Not surprisingly, job control affects mental health as well as physical health outcomes. After all, not being in control of your work environment is stressful and also sends a message of powerlessness, regardless of the jobholder’s salary or formal status. A study of almost seven hundred people from seventy-two diverse organizations in the northeastern United States reported statistically significant negative relationships between job control and self-reported anxiety and depression.12 The more job control people had, the lower their levels of anxiety and depression.

Why Lack of Job Control Is So Harmful

If you want to drive any organism—a rat, a dog, or a human being—crazy and create a whimpering, downcast, and helpless being, one of the surest ways is to administer random punishments, not linked to any specific behavior, or to in other ways impose capricious demands that remove people’s sense of control over their environment. I suspect most people who have worked for any length of time have suffered the effects of arbitrarily changing deadlines and work assignments, or criticism that seemed unwarranted by job performance and did not come with enough information to permit the individual to do better. During my research, some people told me how business trips got “rearranged” even while they were on the road, with no rationale provided. Others related stories of ever-evolving performance evaluation criteria that made it tough to know how to succeed at work. Still others talked about having workplace scouts sense the boss’s mood on arrival at the office, so employees could anticipate if they were going to be in for a good or bad day.

And someone told me the following story, which is all too typical: A leader inherited a team, and each of them had a P&L to manage. The one who was doing the best on her numbers, and was also seen by the organization (and her own team) as the best people manager, was fired. Under pressure by the appalled organization to say why, the leader told his second in command that he owed nobody an explanation.

When leaders act capriciously, people do not know what to expect or what to do. The results are both psychologically and physically devastating. The learned helplessness literature makes the case that although there are many events that we cannot control, “such uncontrollable events can significantly debilitate organisms; they produce passivity in the face of trauma, inability to learn that responding is effective, and emotional stress.”13 Little wonder that job control predicts morbidity and mortality, with higher levels of job control creating better health and longer life spans.

According to the learned helplessness literature, uncontrollable events adversely affect people’s motivation, their cognitions and learning, and their emotional state.14 And the reasons are logical. An absence of control reduces motivation. If through their actions people cannot predictably and significantly affect what happens to them, they are going to stop trying. Why expend effort when the results of that effort are uncontrollable, rendering the effort fruitless? That’s why research shows that severing the connection between actions and their consequences, leaving people with little or no control over what happens to them at work, decreases motivation and effort.

A person working for a company organizing digital health conferences told me that after presenting a preliminary agenda for an upcoming conference to their boss, the response was, “I don’t see a point of view. I need you to take this away and come back with something better.” The person described their reaction: “Along with just being overworked, that makes me not feel valued. Why bother when I’m not getting any help or feedback so I can do a better job?” Seemingly random criticism, as in this case, causes people to give up: “Why should I even continue?”

Or consider the case of learning. People are adaptive in that they learn, albeit imperfectly, from watching what happens to others and from their own personal experience—don’t put your hand on a hot stove or you will be burned, what various foods taste like, how to succeed in various environments. People’s ability to learn by observing the connection between actions and their consequences permitted them to attain some degree of mastery over their environment and provided evolutionary advantage. But the most fundamental principle of learning is that various actions produce reasonably predictable consequences, so people can comprehend what they need to do to achieve the desired results. Think about the difficulty of driving a car if randomly from one moment to the next the brake became the accelerator and then the transmission. Research shows that not only is learning difficult when outcomes are uncontrollable, but even worse, “experience with uncontrollability may produce a difficulty in learning that is actually successful. Uncontrollability may retard the perception of control”15 even if people have achieved some degree of mastery.

And an absence of job control leaves people feeling depressed. Part of feeling good about oneself comes from a sense of mastery and success that results from competently performing self-relevant tasks. But in a condition of low job control, people have less responsibility and discretion, resulting in not feeling as competent or successful. As a consequence, people are more likely to experience stress and depression. Particularly for previously successful people, experiencing failure on the job and not knowing what to do to fix the situation invariably leads to withdrawal, either by leaving the company or by expending less effort, or both. Moreover, not having control over what you do and what happens to you is stressful, and stress produces other negative emotional states such as depression and anxiety. Job control affects people’s ability to learn, their motivation, and their emotional states—and consequently, their physical and mental health.

WHAT IS JOB CONTROL AND WHY IS IT SO RARE?

When you’re a child, people—parents, teachers—tell you what to do. As you get older, you get more responsibility—a driver’s license, the ability to set your own hours for when you eat and sleep—and you begin to make choices that affect your life, such as what to study, where to live, with whom to associate, and how to spend your time each day. And then, one day, you get a job, and depending on your boss, your employer, and the design of your work, your choices about what to do and how to do it, at least while at work, can disappear, leaving you in an infantilized state. That’s too bad. People, at least most people, want to make decisions and use their experience and skills at work. When people cannot make decisions and do not have sufficient control over their work, they are stressed and suffer ill-health, as extensive evidence makes clear.

A Berkeley-trained lawyer working in the toy industry told me that many people in corporations are promoted based on abilities other than their skill at managing people, such as the capacity to manage a budget or being effective at meeting project deadlines, among other things. Because many managers can’t manage, in the sense of coaching and facilitating others to do their jobs better, one of the worst “sins” that this person and many other people encounter at work is micromanaging. When managers micromanage their subordinates, those individuals lose their autonomy and sense of control to the bosses who won’t delegate. The lawyer commented:

My current employer is very face time oriented. You’re expected to be here in your chair and if you’re not, that’s treated with suspicion. And telecommuting and flex time and all sorts of things are really looked down upon. And that’s demoralizing and disengaging. I need autonomy. I need to feel like I have some control, even if it’s just illusory or over small things. But some autonomy, so I can feel like I am exercising my free will as a human being over what happens to me during the course of my day. Living with micromanagers is no fun.

Work doesn’t have to be this way. At Patagonia, Dean Carter, the head of human resources, noted that the company’s founder and co-owner, Yvon Chouinard, thought of the company as a place where “everyone kind of knows the role that they need to do, and does that work independent of extreme management. He leads using a principle he calls ‘management by absence.’” Patagonia helps to ensure there won’t be micromanagement by having “a really flat organizational structure. We try to have more people than a manager can micromanage. That’s all by design.” A Patagonia leader in their information technology unit noted that their founder had written a book, Let My People Go Surfing, and that one of the company’s values is that “when the conditions are good for doing those outdoor sports [surfing in Ventura, skiing in Reno], allowing people to go and take advantage of them.”

One of the four leadership principles at Zillow is “empowering your team.” As a learning and development person from the company said, “the manager’s role is to support the team and be there to help remove roadblocks, not to be the dictator.” Heather Wasielewski, who runs human resources at Landmark Health after working for more than a decade at DaVita, noted: “If somebody feels like the work that they’re doing is not valued, if they personally don’t feel like they have a voice at the table, if they feel like they’re dictated to or micromanaged, they’re going to feel less fulfilled and more tired.”

People often believe that providing job control is possible only for some jobs, and for some people. But that is not the case—every job and person can be given more decision-making discretion and latitude to control their work. Collective Health, a San Francisco–headquartered company focusing on health benefits administration, is also concerned about the health of its own workforce. Andrew Halpert, a physician hired into the company in the role of senior director of clinical and network solutions, told me how Collective Health had designed the jobs of “patient advocates,” the people who answer the phones to resolve customer issues that aren’t readily solved. Of course, the company, competing in a tight labor market for talent, has what he referred to as “table stakes” in the recruiting world—the nice work space, healthy food, and so forth. But the company also hires different types of people and gives them more autonomy and influence. Halpert noted:

Unlike most of the health plans in which their call center is going to be in a midwestern state staffed by people who have been doing call center work for years, we’re hiring kids out of top universities like Stanford but also Penn and UC Davis. The typical profile is someone who majored in human biology and maybe wants to pursue a medical career but meanwhile wants a job and to work for an interesting start-up. Then you say, “How are you going to keep smart people engaged and happy and not burnt out and dissatisfied?”

First of all, we train them really well. And they have really good technical tools so they’re able to do their job. But at the end of the day, a lot of what they’re doing is talking on the phone to people. One thing we do is we move people physically around on the floor every few weeks, so it feels a little different. We also rotate them into different types of tasks. So one week they’re doing coordination of benefits issues, and one week they’re working on out-of-area problems. So they’re seeing more of the big picture.

The person who runs the group tells people that as soon as they identify an issue, to surface it and work with people in other groups such as engineering to resolve it. In other words, they’re empowered to work with the team to resolve the issue they’ve discovered. If you have smart people, and they’re actually thinking and they have the right tools, they will solve issues more efficiently. Otherwise, the issue comes back again and again and then there’s an appeal. On the “how much did I pay” criterion it looks like it’s more expensive, because the Collective Health call costs more because it’s being handled by someone who is better qualified and better paid who is also spending more time resolving the issue. But we solve problems, unlike other systems where claims and problems just go on with a life of their own.

Empowered people working with their teammates to create a better experience for the customers has several positive outcomes. First, the system provides a benefit, health insurance that the clients’ employees see as a real benefit and not as a hassle, thereby increasing employee retention. Second, this way of organizing work and empowering people increases Collective Health’s own employee retention by providing people with more interesting and impactful work. And third, this arrangement is more efficient at resolving problems that don’t just go on and on and find their way to the desks of human resources people in the client organizations.

As the preceding example illustrates, job control affects employers, not just employees and their health. Research going back decades consistently shows that job autonomy—the amount of discretion you have to determine what you do and how you do it—is one of the most important predictors of job satisfaction and work motivation, frequently ranking as more important even than pay.16 Job autonomy also positively affects job performance,17 in part by increasing motivation and partly by permitting people to use all of their capacities and information to do the work in the best way possible.

As with many other situations discussed in this book, there is no real trade-off between designing jobs to improve people’s health and designing jobs that increase motivation and performance for the benefit of employers. Jobs that provide individuals more autonomy and control serve to increase their motivation, job satisfaction, and performance—and also make individuals healthier and live longer.

Why Isn’t There More Job Control and Autonomy?

If job control is good for people and providing people discretion as to how to do their jobs is also good for their employers, why aren’t delegation and discretion more widespread in the workplace? Why do so few people have much control over what they do and when and how they do it? Research on workplaces shows that in many countries, job autonomy has been decreasing.18 That decrease in autonomy, made possible in part by increased computer monitoring of work of many types ranging from how many calls someone handles in a call center to how many patients a doctor sees and how many tests a physician orders, is one reason that surveys by Gallup and other major human resource consulting firms consistently provide evidence of widespread employee disengagement from and dissatisfaction with their work.

The question of what limits job autonomy is precisely what social psychologist Robert Cialdini, two doctoral students, and I set out to study almost twenty years ago. Our intuition was that people like to feel good about themselves and their efficacy and competency—they are motivated to self-enhance—and therefore individuals engage in motivated cognition to develop beliefs and perceptions that ratify their sense of competence. Two psychological consequences arise from these self-enhancement motives. First, individuals frequently suffer from an illusion of control, believing that because they have touched something or intervened in a situation, the outcome is or will be better because of their intervention. The classic illusion of control studies demonstrated that people held inappropriately higher expectations of success in affecting random events.19 Second, because people like to think well of themselves and believe in their ability to positively affect outcomes, individuals tend to evaluate work products more positively if they had a higher level of intervention—or perceived intervention—in the production of the work. Simply put, individuals hold a faith in the effectiveness of their supervision over the work of others.

To test these ideas, we ran an experiment with three conditions. Two people came to an experimental session and expected that one would be a supervisor (randomly determined) and the other person would be doing some work, in this case, producing a rough draft of an advertisement for the Swatch watch. Both participants were actually supervisors, but each assumed that there was a counterpart in another room working on the task. In the control condition, people saw only a final advertisement. In the surveillance condition, they saw an intermediate draft of the advertisement and could fill out a standardized feedback form and make comments but were told that because of communication difficulties, the person in the other room would not get their input. In the feedback condition, they saw the identical intermediate draft advertisement, filled out the feedback form, and believed that the person in the other room received their guidance. In all three conditions, people at the end of the study saw the identical advertisement and rated that ad, themselves as supervisors, and their subordinates.

People who believed that they had given feedback on the work to their “subordinate” rated the ad, themselves, and their subordinate about twice as highly compared to those who only saw the final advertisement, with the surveillance condition falling in the middle. This difference is not only statistically significant, it is substantively meaningful to rate things twice as good simply because the person doing the rating had the illusion that they were providing some minimal level of oversight. And it turns out just being in the study influenced people’s judgments. People who did not participate in the study at all rated the advertisement even lower, suggesting that merely participating in the study caused people to evaluate the advertisement more positively. If people rate themselves, their subordinates, and the work product more highly just because they believe they have had some intervention in its creation, no wonder it is so difficult to delegate. When people cede control to others, they perceive those others and themselves as less effective and the work product as inferior compared to when they provide supervisory oversight.20

While psychological biases may make delegation difficult, research on both job performance and health effects suggests that job control is a crucial workplace dimension affecting both health and productivity. And as the case of frontline employees at Collective Health and decades of research on job autonomy illustrates, it is possible to design more autonomous work in all sorts of jobs.

SOCIAL SUPPORT AND HEALTH AND WELL-BEING

In a video describing the DaVita culture, one woman explains how, when confronted with breast cancer, work colleagues launched bake sales to raise money for her and brought her food, lots of food. A single mom describes, almost in tears, how the company and coworkers helped her after she was hit by a car in a crosswalk and broke her pelvis, leaving her scarcely able to care for her young child. In both instances, what is clear is that the individuals appreciated not just the specifics of the help they received but, as important, the sense that they were part of a community. Adhering to the company’s Three Musketeers’–based motto, there would be “all [coming together] for one.”

If job control is one important aspect of a healthy workplace, social support is another. Research going back to the 1970s consistently demonstrates a connection between social support and health.21 Having friends protects “your health as much as quitting smoking and a great deal more than exercising,” even though survey evidence suggests that the “number of Americans who say they have no close friends has roughly tripled in recent decades.”22

The evidence shows that social support—having family and friends who people can count on, and having close relationships—has both a direct effect on health and also buffers the effects of various psychosocial stresses and strains on people’s health, the so-called buffering hypothesis. For instance, one review noted that “people who were less socially integrated had higher mortality rates” and that “individuals with low levels of social support have higher mortality rates . . . especially from cardiovascular disease. . . . However, there is also preliminary evidence linking support to lower cancer . . . and infectious disease . . . [and] mortality.”23 A 2012 Gallup survey of people in 139 countries showed that even after controlling for age, education, gender, and marital status, people who reported having family and friends who they could count on in times of trouble were more satisfied with their personal health.24

Studies and meta-analyses—statistical aggregations of numerous independent empirical research reports—consistently find evidence for both the direct effects of social support on health and evidence that social support helps buffer the adverse effects of stress,25 including workplace stress,26 on disease.27 Moreover, more recent research has uncovered some of the specific physiological pathways through which social support affects health. Utah health psychologist Bert Uchino described evidence linking social support to changes in “cardiovascular, neuroendocrine, and immune function,” with social support correlated with more positive “biological profiles” for these “disease-relevant systems.”28

None of these findings should be surprising. People’s need for social contact, for affiliation, to be with other people has been repeatedly demonstrated. One review of this literature noted that “people form social attachments readily” and “resist the dissolution of existing bonds. Belongingness appears to have multiple and strong effects on emotional patterns and on cognitive processes.”29 Isolating individuals as in solitary confinement in prisons is a harsh punishment, considered by some to overstep legal boundaries. Separating prisoners of war as a way of breaking them and getting them to reveal secrets is a well-established practice because it is often effective. Social support and social relationships promote well-being. Which raises the question of precisely how companies can and do promote a culture of strong interpersonal relationships and social support.

First, Do No Harm

Workplaces often have practices that make things worse in terms of building relationships and providing support. Changing the environment to make things better is not that hard—stop doing the things that create toxic work environments.

Possibly the most important suggestion: get rid of forced ranking, the grading-on-the-curve performance review process made famous—and still embraced by—former General Electric CEO Jack Welch. As Financial Times writer Andrew Hill noted, so-called stack ranking has been blamed for Microsoft’s “lost decade,” and Microsoft’s employees often mention forced ranking as the most destructive process inside the company. One of the costs: infighting and reduced collaboration.30 The effect of forced ranking to reduce collaboration and teamwork is one reason why consulting firm Deloitte argued that forced ranking is dead, unpopular with both evaluators and the people being evaluated and increasingly abandoned by companies.31

But beyond the effect on teamwork and collaboration, pitting people against each other weakens social ties among employees and reduces the social support that produces healthier workplaces. Although there is not yet systematic evidence of the effects of forced ranking on health nor data on how evaluating people against each other diminishes social support, clearly pitting people against each other increases internal competition. For instance, at ride-sharing company Uber, forced ranking created a competitive culture that employees described as unfair and like a black box, fostering uncertainty and increasing the stress that comes from being subject to a capricious and uncertain review process.32

And then there’s GE. As one former senior GE manager recounted to me:

Everybody was fighting for turf. Everybody was fighting to control things and own things. Immediately I had to kind of fight to hold on to my turf for the job that I had been hired to do. . . . You assumed that there were only going to be so many people who got promoted. You almost had a celebrity death match, like with Jim, who was my peer. It was this idea that probably Jim or I would get promoted, no matter how good we both were. That kind of cage-fighting mentality was in the culture. You climb up, you climb up, you climb up, and then you get spit out. You get fired, and the next group of young punks are coming up trying to take your job.

The stress from the internal competition—and the fact that this internal competition created a rat race in which people worked crazy hours and traveled excessively—took a toll on this individual and many others that he knew.

Another common condition of contemporary workplaces also contributes to an absence of social support: organizational chaos and a lack of feedback and particularly positive reinforcement. Companies run very lean in terms of the number of managers, which makes providing any sort of positive feedback and social support difficult because people are too busy to take care of others. For instance, a graduate with a degree in advertising got a job at Ogilvy & Mather as her first job. In part because the part of the company where she was working was growing very rapidly and people didn’t have time to mentor or provide much help for a new graduate, she felt “uncared for.” She commented, “If someone had said something like, ‘you did a great job on this,’ the next time I’d do an even better job. I definitely needed the reinforcement that wasn’t there.”

With some modest investment in the process of management so people would have senior support and guidance, and with the elimination of practices like forced curve ranking that set people against each other in an environment of intense internal competition, companies would be well on their way to eliminating harm from work arrangements that diminish social support.

Provide Support for People Having Difficulties—and to Everyone

As we have already seen, economic insecurity is an enormous source of stress, and stress is related to ill-health. Many workplaces have embraced a transactional approach to their workforce—people are seen as factors of production and the emphasis is on trading money for work, with not much emotional connection between people and their workplaces.

However, companies that seek to build an environment of social support often implement programs and activities that do two things: first, demonstrate that the company itself is committed to providing support for its workforce, and second, letting people engage in activities that demonstrate mutual caring for each other. In addition to providing tangible support, these actions signal to employees that others are there to help in times of trouble—and that emotional support and sense of connection to bosses and colleagues can be as important as any other benefit.

SAS Institute, often found near the top of best places to work lists and a company whose business strategy is premised on long-term relationships with its customers—and its employees—signals in ways large and small that it cares about its employees’ well-being. For instance, soon after a program manager joined the company, he learned his mother had terminal cancer. The company located nursing care and coworkers helped build a wheelchair ramp at her house. When a SAS employee died in a boating accident one weekend, the question was what would happen to his children, currently enrolled in company-subsidized day care? How long would they be permitted to stay? The answer: as long as they wanted to and were age-eligible, regardless of the fact that they no longer had a parent employed by the company.33 And perhaps nothing signifies SAS’s commitment to its employees’ well-being more than its investment in a chief health officer whose job entails not just running the on-site health facility but ensuring that SAS employees can access medical care that can keep them healthy and care for them if they get sick.

Southwest Airlines has always had a culture of caring for each other as well as taking care of the customer.34 The large health-care and dialysis company DaVita has the DaVita Village Network, which “gives teammates the opportunity to help each other during times of crisis, such as a natural disaster, an accident, or an illness through optional payroll contributions and DaVita provides funding to match up to $250,000 per year.”35 When southwest Florida was hit by a series of hurricanes in 2004, a dialysis administrator noted, “The DaVita Village Network provided our housing while our homes were uninhabitable and provided funding for food until we were able to get back on our feet.”36

Google, particularly while Laszlo Bock was running human resources, offered support for its employees who went above and beyond what was required or even expected just because it was the right thing to do. As Bock wrote, “Not everything we do falls neatly into our framework of efficiency, community, and innovation. Some programs exist purely because they make life better for our people.”37 Such as Google’s decision in 2011 to increase maternity leave in the United States to five months. But perhaps the company’s death benefits program is the most extraordinary:

In 2011 we decided that if the unthinkable happened, the surviving partner should immediately receive the value of all the Googler’s unvested stock. We also decided to continue paying 50% of the Googler’s salary to the survivor for the next ten years. And if there were children, the family would receive an additional $1,000 each month until they turned nineteen, or twenty-three if they were full-time students.38

The cost was trivial, according to Bock, “about one-tenth of one percent of payroll.” But the psychological payoff is enormous. As Bock described, “In 2012 our benefits team received this anonymous e-mail from a Googler”:

I’m a cancer survivor and every six months I have a scan to check if the cancer is back. You never really know when the news is going to be bad . . . so while I’m laying on that scanner bed I write and rewrite the e-mail to Larry [Page] asking that my stock continue to vest for my family, even though I’m going to die.

When I got your e-mail about the new life insurance benefits it brought tears to my eyes. Not a day passes that I’m not appreciative of this company that does so many thoughtful and impactful things to my life. This . . . is one of those things and it goes on the already long list of reasons I’m proud to work at Google.39

To be clear, Bock and Google were focused on doing things to build community. Bock believes that “a sense of community helps people do their best work.”40 These instantiations of social support foster employee physical and psychological health. They also signal to employees that they are valued, and thus help in the company’s effort to attract and retain people to the organizations.

Create a Culture of Community

People are more likely to like and help others with whom they share some sort of unit relationship, to whom they feel similar, and with whom they are connected, including being connected through shared experiences. The evolutionary logic is that a survival advantage accrues to those who can quickly ascertain friend from foe, us from them, and those with whom they share genetic similarities. Thus, it makes sense that similarity is a fundamental basis of interpersonal attraction41 and people almost automatically help others and comply with requests from those with whom they share even incidental and random characteristics such as birthdates or fingerprint patterns.42 Companies can readily, if they so choose, create a culture that builds a sense of community and fosters shared connections.

First, fix the language, so that people are less separated by title, and use language that is consistent with the idea of community. DaVita sometimes refers to itself as a “village.” The company’s CEO often calls himself the “mayor” (as a leader of a village might be called). Employees are constantly referred to as “teammates,” and certainly never as “workers,” a term that denotes both a somewhat lower status and also people who are distinct from the “managers” or “leaders.”

Second, encourage shared connections through social and other events. At DaVita academies, training and socialization events that bring together a few hundred people at a time from within a region, people were organized into teams to design and perform skits, often in costumes—sometimes quite silly costumes. As one employee commented in a video profiling the company, people develop a deeper connection when they sing a song together, do a skit together, or act silly together—engaging in actions that reduce interpersonal barriers.

Or if you don’t want to go that far, have people eat together and share other social interactions. Many companies have cafeterias that not only save time by people eating without having to go off-site but also bring people into contact and create a sense of community by sharing meals. At Patagonia, people enjoy the same types of outdoor recreation. That plus the long tenure of many employees has built a sense of community, as an executive in their Reno facility explained:

There is this sense of community at Patagonia. I think that . . . encouragement to get out and do the things that we’re passionate about, combined with the fact that a lot of people here have worked for Patagonia for many years . . . means that the relationships and the mission of the organization are as or more important than the day-to-day work. That’s a unique feeling to any organization I’ve been a part of.

Organizations sometimes offer their employees volunteer opportunities to help local nonprofits. The workplaces thereby derive the benefits that accrue from having people who may not otherwise work together doing something for a common goal. A 2013 UnitedHealth survey found that 76 percent of people who had volunteered in the last year felt that volunteering had made them feel healthier and that 78 percent said that volunteering reduced their stress level. And 81 percent of employees who volunteered through their workplace “agreed that volunteering together strengthens relationships among colleagues.”43

Holiday and birthday parties, and events that celebrate shared successes such as product launches or other business milestones—almost anything that brings people into contact in a pleasant and meaningful context—helps build a sense of shared identity and strengthens social bonds. Southwest Airlines is famous for its Halloween parties where people dress up and have fun.44 Former CEO Herb Kelleher was famous for dressing up—sometimes as Elvis Presley. Having fun together builds social bonds and a sense of community.

The message of this chapter is simple, although it is too infrequently implemented. Giving people more control over their work life and providing them with social support fosters higher levels of physical and mental health. And these management practices also enhance employee retention and engagement, providing a payoff both to the company and to its people.





Chapter 7

Why People Stay in Toxic Workplaces

PEOPLE WHO WORK IN harmful, even toxic, circumstances know they are suffering. They feel the stress, understand what they are doing to cope, and in many ways are quite cognizant of the psychological and physical toll.

Not only that. They often join companies with some sense that they are not finding nirvana or anything close. When a young Korean-American woman, let’s call her Kim, with a degree in human-computer interaction, joined Amazon.com in their e-commerce department in Seattle, she knew what she was getting into with respect to the work environment and culture. As she told me, “I knew there was some negative stigma about the company, but it was all kind of hush-hush. You don’t really talk about that kind of thing, because it’s unprofessional.” Kim accepted the job offer, notwithstanding the information about a possibly unpleasant workplace, because of the prestige of the company. “Everyone says, ‘If you can work at Amazon, you can work anywhere,’ so I chose Amazon because of the status and because it was such a new and booming company.”

Soon Kim was suffering from workplace stress because of the long hours and the pressure coming from a chaotic organizational structure, political infighting, and a difficult boss whom she could never satisfy. She had headaches, stomachaches, and skin rashes. She felt bad about herself. To get through her depression, she told me she engaged in binge eating and binge drinking. Prior to joining Amazon, she had dreams of going to college, getting a good job, and contributing to society. “Once I was at Amazon, I was like, ‘I don’t care anymore. I will take any drug that comes my way. I will take any opportunity to, I guess for lack of a better way of saying it, feel something better than what I am currently feeling.’” Kim told me that Asians often look younger than their age. In her case, she said she soon looked as old as her mother.

Kim’s story is not unusual. One Amazon employee noted that while on vacation, she went to a Starbucks every day to use the wireless connection to get work done. “That’s when the ulcer started.”1 And it’s not just Amazon. Several people told me about breaking down at work, and the numerous stress-related symptoms such as headaches, skin rashes, and stomach distress they suffered. People working in toxic environments that compromise their physical and mental health know that they are not in places that permit them to thrive. Just like Kim, some people accept jobs even as they are well aware that the place won’t be good for their well-being. But they join, and stay, nonetheless.

A former senior executive at General Electric described how he recognized the negative effects of his work environment on his weight, health, and family, and had thought numerous times about quitting. He was traveling 150,000 to 200,000 miles a year and sometimes was away from home and his wife and two children for three weeks at a time. “What kind of company keeps you away from your family that long?” he said. The health-care company financial executive I have previously described was cognizant of the toll her long hours were taking and how her efforts at “self-medication”—alcohol, stimulants, and narcotics—neither solved the problem nor improved her health. In fact, I encountered very few people in my research who were not aware of the toll toxic work environments exacted on them.

All of which raises a fundamental question: Why do people, who mostly recognize they are working in harmful environments, nonetheless choose to remain?

ECONOMICS

One answer as to why people stay on in harmful work environments is obviously sheer economic necessity. Unless people have inherited wealth, they need gainful employment to earn the wherewithal to pay their bills. One person, working in a place where “everything was due as soon as possible, people worked late almost every day, and we had these dreaded weekly meetings where the CEO criticized our work with no constructive feedback,” nonetheless stayed because her husband was going through graduate school and she was the breadwinner. She stayed to keep the family economically viable.

Moreover, some organizations, rationally enough, decide where to locate their expansion sites in part based on where they can find available labor willing to work for possibly less money and not be too particular about working conditions. When plants and businesses close, employment choices diminish, and people have to work somewhere. Amazon tends to locate its warehouses in economically struggling areas so the company can tap into surplus labor that will be grateful for almost any sort of gainful employment. For instance, an article describing Amazon’s decision to open distribution centers in Chattanooga, Tennessee, and in South Carolina noted:

The Amazon announcement represents this year’s biggest job addition by any new business to Tennessee . . . local recruiters and company officials note that the sites . . . were within a labor market that could supply the thousands of seasonal workers Amazon needs. . . . Around some Amazon facilities, “work campers” live in recreational vehicles while they perform seasonal jobs for the Internet giant.2

Amazon is scarcely the only company to make location decisions using this criterion. Surplus labor and the correspondingly low wage rates high unemployment can produce, as well as workers who are willing to put up with tough work environments, are features attractive to many companies. An Internet search for location criteria produces scores of checklists and articles, many of which, like one on siting call centers or data centers, list “labor costs and availability” either first or near the top.3

Putting call centers in places with lower wages and high unemployment and manufacturing plants in areas where other manufacturers have left also permits companies to take advantage of government incentives to open facilities. Such incentives include property and other tax breaks, low interest loans, and occasionally free land or even buildings offered by communities anxious to obtain employment opportunities. In Chattanooga, Amazon got the site for free and a deal that permitted it to pay just 27 percent of the normal property tax bill. Once the facilities open, the companies are able to recruit a labor force more likely to put up with difficult working conditions and nonetheless remain—because the workers have fewer options.

Thus, the stagnating wages and pervasive economic insecurity so much in the news makes people grateful to have any job, and all the better if that job comes with a good income and the status of being associated with a prestigious organization that will bolster your résumé. Other aspects of work, such as its effect on physical and mental health, can take a back seat to the need to earn a living.

COMPANY PRESTIGE AND INTERESTING WORK

A second, related reason to put up with difficult working conditions is to gain the credibility that comes from working for a prestigious place. As the general manager from GE put it, “I took the job because I had never run something that large before and I figured at the age of thirty-six, it was good to invest in my career. . . . And to be clear, I benefited from leading one of the divisions at GE. I come back to Silicon Valley and when people find out I ran a division at GE, they look and think, ‘this person must know what he’s doing.’” Kim explicitly mentioned the prestige of Amazon in deciding to work there, and few people I talked to did not, in fact, mention the reputational benefits that accrued from being employed by a well-known, prestigious employer, notwithstanding possible other negative aspects of their jobs.

Moreover, even in places where people were stressed, they were, for the most part, doing interesting, challenging work in their chosen profession. An event planner told me about the exciting events she got to organize, albeit under pretty stressful working conditions. The person who left the electric utility with PTSD told me that, prior to burning out from the overwork, she enjoyed being able to interact with local officials as she helped the utility in its government relations work. The GE executive enjoyed the leadership challenges he confronted in running a substantial business. A widow writing in the New York Times about her lawyer ex-husband who died from complications associated with drug abuse while working for a very prestigious Silicon Valley law firm noted: “He loved the intellectual challenge of his work.”4

People obtain prestige and do things they are trained to do and enjoy doing. So they stay. And they stay, in part, because they are not particularly attuned to the physical and psychological toll the work is taking on a daily basis, and also because they often believe—or convince themselves—that things probably would not be that different elsewhere.

Without in any way diminishing these explanations, people in all jobs and occupations often have at least some degree of choice. There are healthier and less healthy work environments in virtually all industries. And some of the healthier, more humane places to work—think Google or SAS Institute, for instance, often ranked near the top of best places to work and best employers for families lists—are quite prestigious and résumé-enhancing.

For example, the retail industry is well known for low wages, economic insecurity that comes from fluctuating hours, the scheduling software that makes people’s work time unpredictable, and limited benefits. Nonetheless, the Container Store, a retailer of packaging products and materials, has frequently ranked high on the list of best places to work. At least when founder George Zimmer ran it, Men’s Wearhouse, a retailer of tailored men’s clothing, offered higher wages, used fewer part-timers, and had an employee-centric culture that placed it on the Best Places to Work list. Costco, under the leadership of cofounder and former CEO Jim Sinegal, offered higher wages and more benefits than its competitor, Sam’s Club. It also created a humane work environment that caused people to stay for years in what is typically a high-turnover industry. Airlines vary in their use of layoffs and their demands for wage concessions. For instance, Southwest, unlike its US peers, has never laid anyone off nor asked for wage givebacks.

The point: some work environments are toxic; others, even in the same industry or geography and with equal levels of prestige, less so. Therefore, people have choices. People would be well-served to consider the health consequences of their workplaces as they decide where to work; this holds true regardless of their level of education, geographic location, or particular job.

TWO EXPLANATIONS THAT DON’T HOLD WATER

There are other economics-based explanations offered for why people remain at workplaces that jeopardize their health, although the evidence for these accounts is surprisingly scarce.

Economists and others who believe that people are rational argue that workplaces can’t be as bad as I’ve described, or people just wouldn’t stay. The concept of revealed preferences, originally developed for consumer behavior but subsequently extended to other choice situations, states that individuals, through their behavior in a marketplace (in this instance, the labor market), reveal their preferences.5 As Nobel Prize–winning economist Amartya Sen noted, the idea of revealed preferences makes it “possible to define a person’s interests in such a way that no matter what he does he can be seen to be furthering his own interests in every isolated act of choice.”6 Revealed preference, in other words, is tautological. So, no, people don’t reveal themselves to be masochists by remaining in unhealthy workplaces. Nor do they necessarily “prefer” where they work or not recognize the downsides of their work environments.

Another idea adduced to help explain why people stay in unhealthy places is that of compensating differentials. That idea maintains that even if people work in harmful environments, their compensation will rise correspondingly to reward them for the extra hazards and burdens they encounter.7 This account argues that people consciously and deliberately choose to earn more in return for taking more risks with their safety and health at work. There’s only one problem. Notwithstanding the intuitive logic of this idea, the empirical evidence for compensating differentials—that people get paid for the risks they take at work—is surprisingly weak.8

People fully comprehend the conditions at work. People know if they get paid time off and how much of their vacation, if they get any, they have used. Vacation and sick days are often printed on pay statements. When a high-technology executive’s husband complained to her about her travel schedule and work hours, this talented and intelligent individual obviously realized the family costs of her work choices.

I don’t buy the arguments that people are unaware of their working conditions—although they may not fully recognize the magnitude of the health costs they are incurring. Nor do I think that many individuals have somehow consciously and thoughtfully “chosen” to put themselves in harm’s way to earn a living or to receive (nonexistent) “hazard” pay for putting up with poor work environments. As growing research demonstrates, people are scarcely rational decision-makers—about jobs or much else.9 Instead, people get trapped, in a variety of ways, into staying in harmful work environments.

PEOPLE DON’T HAVE THE ENERGY TO LEAVE

Inertia helps explain why people stay in bad working environments. Numerous people told me that it often was easier just to stay where they were, unpleasant though that workplace might be.

Looking for a new job is itself a job and takes energy. People sometimes get trapped in harmful workplaces because, with not enough sleep and lots of workplace-induced stress, they do not have the physical or mental energy to fulfill their current work obligations and look for a new job at the same time. In a sense, the very fact that they are stressed and overwhelmed makes it impossible for them to escape the situations that are making them sick. A Salesforce marketing employee put it this way:

You’re stuck between a rock and a hard place. I was not at my best. I was not on my A game. You have to understand, last fall you could have asked me out for dinner for Friday and I would have said, “Sure,” and a minute later asked you, “When?” You really think I was in a place to interview for and get a job and then hit it out of the park in the first six months?

The executive continued:

You have all this shame and embarrassment because you are stressed and think it’s you. I felt like my brain literally did not work. I literally could not remember conversations ten seconds later. I thought I was going to get fired. The reason I wanted to take a medical leave is that I had a really good personal brand, but the last several months I hadn’t been able to do a thing. And I was worried it was going to affect my brand at Salesforce. I felt I might be better off taking a leave of absence. I would walk into work with tears streaming down my face because I felt like, “I don’t want to go to work. I can’t do this. I don’t know how I will get through the day.”

In that condition, looking for, let alone finding, another job seems, and probably is, impossible. So one simple but important reason that people stay in harmful work environments is that they are too psychologically wounded and too physically stressed and overwhelmed to muster the energy to leave.

AREN’T YOU GOOD ENOUGH? PRIDE AND EGO

One GE general manager I talked to stayed at GE just three years because of the work culture. But his tenure might have been even less. On several occasions when he went in to quit, his bosses would ask him, “Aren’t you good enough to be a GE leader?” Of course he was good enough, he told himself, so he stayed, at least for a while. As he told me, once he started working, “There was a sense of ‘oh my goodness, they basically did not tell me what was really going on in this division because the place was a train wreck.’ So I have a choice. I can suck it up or I can run out the door. I decided to suck it up—that’s why they hired me.”

If you quit, you are, by definition, a “quitter.” Who wants to be known, even to oneself, as a quitter? His GE bosses told him, “If you were a leader, you’d be able to figure out how to get things done and navigate the environment.” The implication: If you were any good, you’d be able to successfully cope with the job demands and achieve success. So what’s wrong with you? And who wants to admit that they aren’t any good?

Kim’s first response to her growing sense of unease at Amazon: “What’s wrong with me? I started blaming myself.” Amazon makes it clear that the place isn’t for everyone, only for the best. The implication: if you can handle the work environment, you are good; if not, you are a weakling, a failure. In an Amazon recruiting video, a young woman says, “You either fit here or you don’t.”10 Amazon’s top recruiter noted, “This is a company that strives to do really big, innovative, groundbreaking things, and those things aren’t easy. . . . When you’re shooting for the moon, the nature of the work is really challenging. For some people it doesn’t work.”11 A news article about Amazon reprised the saying: “Amazon is where overachievers go to feel bad about themselves.”12 In a competitive, performance-driven, metric-obsessed workplace, you can either hack it and thrive, or you can leave—and thereby admit to yourself and your family and friends that you can’t take the pressure and that you aren’t good enough to compete with the best.

People prefer, indeed are strongly driven, to think of themselves as competent and efficacious. One of the more powerful human motives is self-enhancement motivation—the desire to think well of ourselves.13 There are numerous manifestations of this quest for self-affirmation. If people are asked to respond anonymously rating themselves on almost any positive trait ranging from sense of humor to intelligence to physical attractiveness to writing ability, more than half of the people in the group will say they are above average, a phenomenon called the above-average effect.14 If people are told they possess an unusually large amount of some personal attribute or quality, these individuals will overemphasize and overvalue the importance of that particular trait for success. Thus, people think they are above average on positive attributes, and also believe that the attributes they possess are more than of normal importance for success.

As other manifestations of people’s desire to self-enhance and think well of themselves, individuals think anything they have personally touched is going to be better and more successful for their having been involved in its development and creation. As I described in Chapter 6, when people provide feedback on the development of an advertisement, they view the (identical) advertisement as better; they view themselves as better managers, and their subordinates as better, too. Furthermore, once people own something, they value the item, be it a coffee mug, a pen, or a chocolate bar, more highly, simply because it is theirs, a phenomenon called the endowment effect.15 The ways in which we self-enhance, and the implications of self-enhancement for understanding human behavior, are numerous and pervasive.

Few people want to admit to themselves or others that they aren’t good at something, particularly if that “something” implicates their self-esteem. And for many people, work is integral to their self-concept and self-image. Particularly for people doing relatively high-prestige work in high-prestige organizations, there is no price too high or circumstance too difficult to face—because the alternative is to admit some weakness or failure. So, toughing it out in impossible circumstances becomes something to be sought, to be able to demonstrate one’s competence, energy, and dedication.

Consequently, the ability to survive tough work circumstances has become a badge of honor. A friend who at one point held a very senior marketing job at Hewlett-Packard described how he traveled 250,000 or more miles a year, mostly on American Airlines. He flew so much for so long that he had the personal number of a senior American executive to help him deal with the inevitable snafus of flying. At Amazon, Dina Vaccari bragged about not sleeping for four days straight to meet a deadline.16 Engineers in the Silicon Valley boast of their prodigious work hours, their ability to pull all-nighters, their ability to get the work done under almost any circumstances.

And the companies do things to help people keep up the pace. They provide on-site services such as cleaning, cafeterias, and car maintenance (and sometimes even cots) so that people do not have to leave the premises. They provide alcohol and food to ensure that people have the fuel to keep working. As one shrewd observer of high-technology companies commented, many workplaces adjust their food offerings to make it easier for people to keep going at a time when they might otherwise go home exhausted. She noted that while lunch offerings might feature salads and protein, “if you go to Facebook, look at what they give their people more of at happy-hour time, which is when people are going to start their second shift of work. It is going to be heavy fats, heavy sugar, heavy food.” It may not be healthy, but fat and sugar are useful for providing the temporary boost of energy to help people continue working into the evening. And of course, companies also provide reinforcement and encouragement for people to keep working—the promise of promotions, status, recognition, the occasional award, and so forth. And always the query, either directly asked or implied: “Aren’t you good enough to make it here?”

YOU CHOSE TO BE HERE: RATIONALIZATION AND COMMITMENT EFFECTS

Once people have made a decision, particularly if the decision is public—such as choosing a job, which someone’s friends and family know about—and voluntary, in that the individual wasn’t forced to make the choice, that person is psychologically committed to the decision. That means the individual becomes psychologically identified with the choice and its implications and motivated to continue behaving in ways consistent with the committing decision.17 Commitment is a powerful psychological process that can cause people to escalate their investment of resources in failing courses of action, to adopt attitudes consistent with their decisions, such as revaluing the desirability of groups and jobs, and to behave in ways consistent with their original choice. So, for instance, people who make a donation or take some small action, such as putting up a political poster favoring a candidate, will then take further, more significant actions in the same direction. That’s because once they have done something favorable toward a cause or candidate, the individuals are now committed to the implications of that first act—they must behave in ways supportive of the target.

Commitment implicates several psychological processes. A decision someone makes is “their” decision, and if we like our coffee mugs or chocolate bars because they are now “ours,” we certainly are going to like our decisions. Thus, people will stay with their initial decision to join a company because it was their choice. Another process: self-enhancement. If we want to feel good about ourselves, we certainly don’t want to admit we made a mistake or did something stupid. So that produces another reason people stay in a bad workplace and remain committed to their decision to work in a difficult environment: the reluctance to admit that they made a bad decision. Rather than admitting a mistake or distancing yourself from “your” decision, it is easier to rationalize the initial decision and the ongoing choice to remain. People are great, skilled, indeed consummate rationalizers.

One way of rationalizing commitment to a bad environment entails telling oneself that as bad as the current circumstances are, they aren’t going to be forever, and there are other reasons to stay. One finance person noted, “They were paying me crazy money and the job was close to home.” A consultant commented that we have it better than our ancestors and not loving one’s job is a “total first world problem.” I heard rationalizations that tried to make sense of being in harmful work environments, scads of them.

As one executive coach noted about why her clients put in long hours and made so many sacrifices:

The way most people rationalize it is, “I’m just going to do it a little bit longer.” “It’s just this one quarter.” “It’s just this one launch.” The truth of it is you can do that for many years. People are not sleeping, they’re shaking in meetings, they are not aware if they are breathing or not. They’re also often very young, so they haven’t had the consequences yet.

Commitment also works through people’s desire to appear steadfast and consistent. Consistency seems to be valued; the term “flip-flopper” is rarely seen as complimentary. And so, having made a decision, people feel bound to pursue it—including decisions about where to work. People who move too often raise red flags in future employers—what’s wrong with the individual that they can’t stay at a place? And the push for consistency also increases unwillingness to admit an error. So we believe things will get better, or maybe we are overreacting, or maybe the situation is not as bad or as harmful as it seems. All of which conspire to keep people working in environments that they recognize are unhealthy and harmful to their well-being.

SOCIAL PROOF: WHEN THE TOXIC BECOMES THE NORM

We learn what to expect, what to want, and what is normative by observing others. Psychologists described the concept of informational social influence more than sixty years ago, and it remains a fundamentally important idea.18 The premise: we are influenced by others because their behavior provides us useful information about what are appropriate attitudes and behaviors—and this is particularly true for others who are socially similar to us. As social psychologist Robert Cialdini has written, relying on social proof—what others do—economizes on cognitive effort.19 We just have to look at others’ behavior. And if we believe that others, the crowds, are wise and have thought things out carefully, relying on others to guide our own attitudes and behavior seems, and often is, sensible. Consider that the word norm has the same root as normative, and what is a norm and what is normative is, in the end, what most people do and think. In that sense, people collectively come to define a version of reality and certainly what is expected and acceptable.

The influence of others on behavior, with respect to work, is profound. As one high-level accountant who had worked in a financial job noted, “My parents told me to become an accountant and get a good salary and health insurance.” Numerous people I interviewed commented how their friends thought they had it made, working at a good job in a prestigious company. So quitting was difficult because it entailed going against the expectations of parents and peers, and telling themselves—and loved ones—that the “wonderful” job they had was actually making them sick.

Social influence is potent. A study of turnover in fast-food restaurants found, in some sense not surprisingly, that turnover was socially contagious.20 When some people in a facility left, others were much more likely to follow—and conversely, if few to no employees left, their workmates stayed. Even though fast-food work is relatively low paid and not very rewarding, people’s response to that work environment, in terms of staying or going, was affected by what their colleagues did. Similarly, people’s attitudes toward their jobs—their specific tasks—and their organizations are influenced by their colleagues’ reactions.21 If everyone else thinks a job is interesting and stimulating, then it must be; conversely, if everyone in the workplace thinks the job—and the boss—sucks, they must.

Social influence and the behaviors and beliefs of people in our social network matter. In some sense, no big news there. But the big news is in the implication. Yes, we sort of know that people who want to quit drinking need to stop hanging out with others who drink, and similarly for smoking and taking drugs. And we may have read that even being overweight seems to diffuse through social networks as people come to socially construct and define normative and appropriate eating behavior and weight. These same forces play into how, why, and if we tolerate harmful workplace environments. Surrounded by people who act as if long hours, an absence of job control, and work-family conflict is normal, people come to accept that definition of the situation. They acquiesce and stay, even if deep down they recognize the cost to their well-being and maybe that harmful work environments aren’t really “normal.”

Unfortunately, in the world of work, long work hours and other aspects of toxic work environments have become the norm in many places. So when people confront such environments, they see nothing unusual. Therefore, people feel odd about complaining about the same work environments their friends and colleagues are experiencing or leaving workplaces where others have chosen to stay. Furthermore, if work practices such as long hours are normative, there would be little prospect of easily finding a more healthful workplace.

Kim was told by one of her Amazon managers that he had worked for plenty of worse companies so, by comparison, Amazon was a great place to be. The executive coach told her clients that everyone was working the same long hours. Long hours, tough environments, are everywhere, and everyone is putting in the hours and putting up with the working conditions. So should you.

In fact, working impossible hours under unrealistic deadlines becomes part of the culture and how people define normality. As the executive coach commented, “When things calm down and people aren’t working until 2 a.m. anymore, they will literally say, ‘What happened to us? When did we get lazy? When did we stop working?’ That’s what I mean by ‘normalizing’—after a while, there’s this indoctrination, this expectation, that this is how you’re supposed to work and live.” The abnormal and the harmful become defined as normal, acceptable, expected—and even sought as a mark of success and achievement.

ALTERNATIVE NARRATIVES AND SELF-PERCEPTION

Implicit in some of the forgoing, but distinct enough to warrant separate attention, is the idea of the narratives we and others construct about situations (and, for that matter, people). Narratives help us make sense of our environments, and once constructed, we tend to assimilate new information in ways consistent with the narrative and disregard and more readily forget information that doesn’t fit the narrative we have developed.

There are two competing narratives about toxic work environments. One is that these environments exist in companies that are competitive, demanding places. Such intense, even stressful workplaces “must” be that way to accomplish the industry disruption and produce the economic achievements that such companies seek. This is the Amazon story told by some, and an account for why ride-sharing company Uber and its controversial ex-CEO, Travis Kalanick, are how they are. As Silicon Valley investor and commentator Jason Calacanis argued, “When you look at technology companies you can count on one or two hands the number of executives who have built a company from five people to five thousand or 50,000. . . . Uber has had to fight to even exist. . . . If you spend all your time fighting, sometimes you get a fighter mentality.”22

The corollary: people should be happy and proud to work at such places, and be willing to subordinate their own narrow, selfish interests and maybe even their well-being for the growth and success of the collectivity. As the accountant who had worked at One Medical told me:

I went there and it was just heaven for me because it had a mission. I really truly believed in their mission to make patient care accessible and health care affordable. I believed we were doing good. When I came to this company that was what we all did. They did whatever it took to make it work. We handed over our lives in exchange for this company succeeding. We built this culture of bending over backward . . . but we started to do it without really taking care of ourselves.

What I can say about workplaces and the toxicity of workplaces is that we have traded in the idea of getting a paycheck and the idea of success, a job title, and money for having any sort of meaning or any sort of life. . . . Being part of a mission-driven company is one thing. But purpose, like having your own meaning in life, is another. I lost all meaning in life for that other purpose.

This idea of giving oneself over for a cause has the virtue of playing into people’s desires to achieve immortality, or a version thereof, by attaching themselves to an institution greater—and longer lived—than themselves.

The counter-narrative is this: some companies are indeed toxic workplaces where human well-being, even human health and life, are subordinated to some leader’s ambitions and often to that person’s agenda for power, prestige, and wealth, as well as to economic performance measures that do not fully capture, if they capture at all, the human toll. In One Medical, “the leader of the company did not believe in taking care of himself. He really believed in sacrificing his health for the success of the company, and that trickles down.” But just because the leader is unbalanced doesn’t mean that every employee needs to lose their sense of balance as well. Under this narrative, it is right, indeed self-affirming and a part of people’s self-concept, to exercise their right to exit. And by their leaving, people might eventually compel changes to confront high turnover and its associated costs as well as to attract replacements.

The narratives often seem to contrast between selfless sacrifice for the institution and its lofty ambitions and selfish pursuit of individual health and well-being. Let me offer a third narrative, an account that integrates the two and makes taking care of oneself more legitimate: Once you are sick, incapacitated, or even worse, dead from harmful workplace practices, you won’t be of much use to the organization or yourself. So if your employer actually was interested in your unique and distinct contribution, the place would take better care of you, wouldn’t it? If the workplace truly cared about productivity and performance, it just might embrace management practices that produce both well-being and high performance and eschew elements of the work environment that degrade both worker and company well-being. And particularly for companies that tout their environmental or social welfare credentials, those companies might spend more time and effort ensuring that their own human systems, their own workplaces, are sustainable.

HOW PEOPLE FINALLY LEAVE

Notwithstanding the many psychological processes that induce people to stay at toxic workplaces, many do leave. In fact, virtually everyone I interviewed for this book had left a harmful place of employment. People left primarily under three conditions.

First, there might be a precipitating event, the straw the broke the camel’s back—an incident so outrageous that it was like a slap in the face that caused the individual to see the reality of their workplace. One person told me about someone she knew who had been called at a friend’s funeral to fly home to work. Upon arriving at work the next day, they told her, “Oh, we took care of it.” She decided she did not want to spend her life at a place that treated her that way.

Second, family (most often) or friends help people overcome their psychological reluctance to leave and will not countenance their rationalizations any longer. One person, working at a stressful place where they had gained a lot of experience and learning, which had caused them to stay, noted: “The final straw was when I went into work even though I was really sick. My husband basically sat me down and told me that I can’t keep going like this. I left as soon as I found another job.”

The person from GE went into work to quit one day but came home still working for GE because he was “good enough to be a GE leader.” His wife told him that he might be good enough to be a GE leader, but if he didn’t quit, he would not be her husband. That extricated him from the situation.

And third, people leave when they get so psychologically and physically ill that they simply cannot keep going. One person related: “I stayed on Wall Street because I thought I didn’t have other options because my skill set was too narrow to transfer and because Wall Street is such a bubble that anything outside it is viewed as ‘other.’ I eventually left because I couldn’t take the soul-crushing environment anymore and had a mental breakdown. I left to protect my sanity.”

A person left an electric utility when they went on disability leave with PTSD. Kim left Amazon when she was so exhausted and depressed that she couldn’t take it anymore. In that sense, people do leave harmful workplaces. But often only after they have paid a tremendous psychological or physical price.

STOP ACCEPTING THE UNACCEPTABLE

The human capacity to rationalize—it’s not so bad, it’s only for a while—and to make excuses—it’s for a good cause, I’m part of an effort to change the world (really, by letting people hook up more easily or have their pictures disappear or by being able to acquire more stuff more quickly)—is enormous. Once individuals have chosen a place to work, once they are surrounded by others putting up with the same insanity and apparently tolerating it, once they are exposed to the narrative that paints them either as loyal, hardworking, successful, or as not good enough, leaving is difficult. And that is true even if people know they are self-medicating, are putting relationships with family and friends at risk, and are ruining their physical and mental health.

So here are a few practical things to do. First, since we are influenced by others, find some people who don’t work all the time, who have relationships with their family and friends that extend beyond pictures on screen savers, and who have work that provides a sense of autonomy and control. Then build relationships with those people and spend time with them. They can provide the social information and influence that will help you make better decisions.

Second, recognize and then don’t succumb to appeals to ego (aren’t you good enough?). Be willing to admit that in choosing an employer, as in any other decision you make, it is possible to make a mistake and, once having admitted that mistake, to act to correct it.

Third, understand that, as many people I talked to told me, even after someone leaves a difficult, unhealthy workplace, the effects don’t immediately disappear. One person with a background in computer coding as well as consulting described the stress from the internal politics at Hulu. After she left for a new workplace, she still experienced residual stress and the lingering effects of where she had worked before. She commented: “I’ve discovered there’s this thing called baggage in work. It’s interesting what you do carry from job to job, so that even if you move to a healthier workplace, you don’t completely lose the residue of the bad experiences from the past.”

And most important, as you choose a job and evaluate your employer, recognize that in our workplaces, we need to emphasize health and well-being as important outcomes. Work is more than money, and money cannot completely undo damage to relationships or damage to your physical and mental health. Until people take responsibility for finding places where they can thrive, we can’t expect our employers to value health, either.





Chapter 8

What Might—and Should—Be Different

BOB CHAPMAN, CEO OF global manufacturer Barry-Wehmiller (and named the number-three CEO in the world in an article in Inc. magazine),1 is right: “I was in front of a thousand CEOs the other day in San Antonio, Texas, and I said, ‘You are the cause of the health-care crisis because 74 percent of all illnesses are chronic. The biggest cause of chronic illness is stress, and the biggest cause of stress is work.’”

To reprise the wisdom from the comic strip Pogo, “We have met the enemy and he is us.” Companies are making their employees sick, governments are not doing much about it, and everyone is paying the price.

But it doesn’t have to be that way. It is completely possible to save tens of thousands of lives and billions of dollars of health care and other costs annually, all the while making organizations of all sorts more effective and productive. All that companies, public policy, and employees need to do is to understand what I have presented in this book—details about what aspects of the work environment cause the most harm—and then work assiduously to change them, following the lead of some of the positive examples I wrote about.

As places like Barry-Wehmiller, Patagonia, Zillow, Collective Health, Google, and DaVita, among many others, illustrate, it is at once feasible and imperative to create healthy workplaces where human well-being thrives. It is possible and indeed necessary to build work environments that promote, rather than diminish, human sustainability. It is, indeed, good for business.

Many wonderful organizations—albeit not nearly enough—have done so.

Suppose work wasn’t a four-letter word, and workplaces were not hazardous to people’s physical and mental health. Health-care costs would be lower, both for employers and for society, and productivity and performance would be higher. It shouldn’t take data to demonstrate the common-sense idea that physically or psychosocially distressed people don’t do their best work, although in Chapter 2 on the toll of workplaces I reviewed evidence and anecdotes consistent with this notion. If we changed workplace practices and environments to reduce stressful conditions, employers would no longer be damaging, even killing, their people. And those people would not have to be “dying for a paycheck.”

I have not attempted to compile a comprehensive list of all the ways in which what happens to people at work affects their levels of stress and therefore their health. As such, I have undoubtedly underestimated both the economic and health toll and productivity loss from ill-advised company choices about how to structure work environments.

Other Important Aspects of Work Environments

To take one example of a work environment aspect that is consequential and not considered here, workplace bullying is both widespread and stressful, creating both psychological and physical problems.2 Abusive behavior at work is shockingly common. One study of nurses working in the National Health Service in the United Kingdom found that 44 percent of the nurses had experienced bullying in the prior twelve months,3 while a survey of more than 1,100 people reported that more than 50 percent had experienced bullying at work sometime during their careers.4 Bullying has important consequences for people’s well-being. For instance, nurses who experienced bullying reported significantly higher levels of anxiety and psychological depression.5 A two-year panel study of more than fifty-four hundred hospital employees in Finland reported that even after adjusting for age, gender, and income, bullied employees had two times the likelihood of developing cardiovascular disease and four times the odds of experiencing depression.6 Although abusive behavior on the part of bosses or coworkers is sometimes seen as an individual behavior not under organizational control, organizations and their leaders can and do decide whether or not to tolerate nasty workplace environments, something my colleague Robert Sutton made clear in his book The No Asshole Rule.7

Or consider the deleterious impact of discrimination against women, ethnic minorities, or other groups, which not only affects their job prospects and economic security but also their sense of control over their work environment and therefore their levels of stress. A study of 215 Mexican-origin adults found that perceived discrimination was correlated with both depression and poorer general health.8 A study of 197 African-Americans in Atlanta supported the association between race-based discrimination at work and hypertension, with evidence that the stress of racism raised both systolic and diastolic blood pressure readings.9 A meta-analysis of 134 samples reported that “perceived discrimination had a significant negative effect on both mental and physical health.”10

Or take the matter of workplace safety and the physical environment, including factors such as temperature, lighting, and noise, all of which affect health,11 and all of which were the original focus of occupational safety and health regulations. For instance, a study of 374 automobile plant workers found that wearing hearing protection decreased the adverse effects of noise on blood pressure and heart rate.12

The simple fact is that workplaces are important environments for employees. Long-standing research has examined the effects of workplace environments on health—see for instance articles in The Journal of Occupational Health Psychology, The Journal of Occupational and Environmental Medicine, and numerous articles in many of the medical and public health journals. And yet the management literature, organizational leaders, and public policy practitioners pay astonishingly little attention to the role of workplace environments. When a survey asked respondents what their employers did to alleviate stress in the workplace, 66 percent, almost two-thirds, replied, “nothing.”13

FIXING THE PROBLEM

Some companies have voluntarily chosen to make employee health and well-being part of their competitive strategy and integral to their culture and values. But many more organizations routinely make decisions that actually kill people or cause them unnecessary physical and mental pain and suffering. Despite an enormous epidemiological literature that speaks to the effects of exposure to toxic organizational practices on health and health-care costs, these decisions and their consequences occur mostly under the radar, invisible to policy makers and even in many cases not noticed by the organizational leaders making them. If we are to reduce the costs to society and companies and eliminate the unnecessary deaths that come from companies’ harmful management practices, five things need to occur.

First, we need to measure health and well-being, just as we routinely measure environmental pollution and impact. Second, we need to call out “social polluters” for their toxic practices and workplaces, in the same way we highlight companies that harm the environment. What’s more, we need to start celebrating those workplaces that encourage employees to thrive. We can use public admonition and social pressure to produce healthier workplaces. Third, we need policies that reflect the true costs and consequences of management’s decisions. This entails having companies pay their share of the costs of ill-health that they create, costs that are now largely externalized and borne by society at large.

Fourth, we must reckon with excuses and false trade-offs—the reality that most companies do not confront a difficult trade-off between increasing employee health on the one hand or growing their profits on the other. As we have seen throughout this book, doing things that increase employee health and well-being invariably enhance organizational productivity and profitability, sometimes by a significant amount. As such, the two goals of decreasing health-care costs/increasing employee health and enhancing organizational performance are quite compatible.

Finally, we must insist that organizational leaders and public policy groups prioritize human sustainability and not allow it to be sacrificed at the first sign of economic distress or slighted to increase shareholder return regardless of the social costs. As a civilized society, there ought to be limits on what companies can to do to their people. After all, I don’t see people advocating slavery or child labor just because such work arrangements might increase profits. Just as it has become unacceptable for companies to foul the physical environment, through regulation and civic approbation, we should prohibit companies from “fouling the human environment” and creating social pollution. Simply stated, certain dimensions of human well-being should be seen as sacred. I consider each of these recommendations in turn.

MEASURING EMPLOYEE HEALTH AND WELL-BEING

If there is one thing I learned in my research, and I learned a great deal, it is this: there is little to no systematic (or even nonsystematic) attention to measuring employee health and well-being in companies. Self-insured large employers can and often do get, from their health-plan administrators, information on paid claims experience, but that data says nothing about what happened to the people who sought medical services or prescription drugs. Some places, such as Patagonia, measure turnover as a way of ferreting out problems with specific managers or with their ability to retain talent. Patagonia and other companies also rely on exit interviews to surface well-being issues. Some places, like Barry-Wehmiller, DaVita, and Patagonia, measure, either formally or informally, adherence to the company’s values. Many, many places measure employee engagement and job satisfaction. Very few companies can or do ignore the online reporting of their work environment presented on websites such as Glassdoor. Human resource professionals, charged with ensuring a healthy company culture and attracting and retaining a talented workforce, certainly spend time talking to people throughout their organizations and worry about work-life balance, work hours, and if their employees are doing well. It’s not that there is no concern about employees. There is plenty of concern, at least in some companies, about employee health and well-being. There’s just not much systematic data for companies to use.

What is measured gets attention. What is not measured often gets ignored. The aphorism that you can’t manage what you don’t measure is mostly true. So if we are going to get serious about improving the effects of workplaces on employee health and well-being, we need measures.

Here’s the good news: numerous measures are readily available. Many of them are short, and a plethora of measures have been extensively researched to demonstrate validity and reliability. These measures of health and well-being, as well as measures of dimensions of the workplace environment that affect health and well-being, could be implemented with astonishingly little cost or effort.

Employee health is crucial, as a measure of social system functioning and because health has economic consequences. So let’s begin with a single-item measure of self-reported health: “How good is your health in general?” Response scales could be: “Excellent, very good, good, fair, or poor,” or “Very good, good, fair, bad, or very bad.” This single item measure has extremely strong reliability and predictive value.

The Manitoba Longitudinal Study of Aging assessed 3,128 elderly residents of the Canadian province in 1971 using both a self-reported measure of health and objective indicators such as health service utilization and physician-reported medical conditions. The study then followed these respondents, measuring occurrence and date of death over the subsequent six years. Mortality risk was almost three times as large for those self-reporting poor health compared to those saying their health was excellent. Moreover, self-reported health status was a better predictor of whether or not the individual died and how soon the death occurred than the objective measures of health.14 A study of more than 2,800 people in Finland found that self-reported health was stable over a one-year period (and thus reliable) and was valid in that it prospectively predicted the use of physician services over a one-year period, self-reported physical fitness, and mortality over ten years.15 Another study of some seven hundred thousand people found that people who reported being in fair or poor health had more than twice the risk of subsequent mortality, with the predictive value of self-reported health holding for both genders and all ethnic groups.16 Moreover, research has begun to understand why—the underlying mechanisms that make self-reported health such a useful predictor of mortality.17

Other studies have shown that self-reported health status predicts absenteeism caused by sickness.18 Still other research has shown that self-reported health status measures are valid predictors of subsequent mortality for various subpopulations such as Native Americans, Pacific Islanders, and Hispanics19 as well as for low-income groups.20 The studies of the predictive value of self-reported health status span a number of countries. An overview of more than two dozen studies showing the connection between self-reported health status and health outcomes including mortality concluded that “global self-rated health is an independent predictor of mortality in nearly all of the studies, despite the inclusion of numerous specific health status indicators and other relevant covariates known to predict mortality.”21

The Organisation for Economic Co-operation and Development (OECD) uses national surveys of self-reported health as one indicator of the health status of nations.22 Speaking of OECD, their indicators of health measures used to assess the health status of countries could be, in many instances, adapted and applied to smaller populations such as work organizations.

The measurement of well-being is somewhat more complicated but still quite doable. There are more scales to measure people’s well-being and mental health at work than there are to measure physical health, and the scales require asking more questions on surveys than a single item.23 Nonetheless, there is a well-developed research literature on assessing well-being in the workplace that has produced reliable mesures that correlate with important work outcomes such as turnover in predictable ways.

Many if not all the dimensions of work environments that affect health are also readily assessed. For work hours, just ask people how many hours they work a week, and how often they work “off hours” (e.g., nights, weekends, or doing shift work). For access to medical care, a question asking if people have had to postpone seeing a doctor, having some recommended medical procedure, or filling a prescription because of cost considerations is useful. There are well-developed measures of workplace stress,24 work-family conflict,25 and job control,26 which includes the constructs of decision authority and latitude to take decisions. Economic insecurity can be assessed by ecological measures such as the level of unemployment in the local area as well as by individual indicators such as losing a job, having colleagues lose their jobs, and feeling as if one might lose one’s job in the near future.27

The field of organizational, industrial, and occupational psychology has developed great measures of work environments. Organizations should use those measures—to assess the health of their workplaces, and also to track changes over time as companies intervene to improve employee health and well-being.

HIGHLIGHTING THE “SOCIAL POLLUTERS”

Once we have measures of healthy and unhealthy workplaces, it is useful to publicize that data. In tackling environmental pollution and sustainability more generally, an important assumption has been that publicizing who the polluters are will cause those organizations to curtail their polluting activities to maintain positive brand equity with employees, customers, and suppliers. And publicizing who the most environmentally friendly or “green” companies are will encourage others to emulate those role models and seek to earn comparable recognition.

For instance, the Canadian government has made its data on which companies and other entities pollute not only available to the public but also searchable in an online database. Similarly, awards and lists by organizations such as Working Mother magazine 28 and recognition by organizations such as the International Center for Work and Family, operated out of IESE Business School in Barcelona, are designed to encourage companies to adopt policies that make it easier to balance work and family responsibilities. Giving awards on the one hand, and poor scores on the other, encourages organizations and their leaders, who are inherently competitive, to seek to do better. There is no reason to believe that such efforts would be any less successful in the topic domain of employee mental and physical health. What organization would want to be listed as one of the unhealthiest places to work? And conversely, most companies would surely want to be recognized for their positive effects on human well-being.

Two interrelated issues arise in efforts to name and shame companies to do better with respect to their employment practices. First, many of the organizations providing ratings and rankings are commercial entities whose customers are the same organizations as those being rated or ranked. This is true of the for-profit Great Place to Work Institute that sells consulting services to companies even as it ranks them on its ubiquitous best places to work lists. It is true for Glassdoor, which is at once a jobs and recruiting site and also the aggregator of employee ratings of companies and CEOs. Glassdoor sells its job posting and recruiting services to many of the same employers rated on its site. Glassdoor faces the further issue that the reviews it posts are voluntarily submitted, just as reviews are on sites such as Yelp and TripAdvisor. This means that Glassdoor, like those other sites, has to use algorithms (which it does not disclose) to try to detect attempts to game the system. Few to no organizations, Gallup being an exception, use random sampling to provide an objective and unbiased assessment of work environments, and Gallup does not publish data on individual companies.

Second, unlike the case of environmental pollution where governments collect reasonably objective data on discharges, and energy utilization and recycling can be objectively assessed, fewer “independent” entities collect health and well-being information. For the most part, the measures of workplace environments are voluntarily provided, as companies can decide to participate in “best places” contests or not, leaving open the possibility of bias and concerns about the accuracy of measures.

But these difficulties are scarcely insurmountable. The Sustainability Accounting Standards Board, founded in 2011, has worked assiduously to develop objective, auditable standards that companies would report to investors concerning material environmental, social, and governance impacts. Unfortunately, SASB has, for the most part, neglected focusing on human sustainability as it emphasizes issues of environmental impact. But SASB provides a model of what might be attempted in the domain of workplace reporting, if there was sufficient interest in how companies impact the lives and mortality of their workers. In the meantime, lists of places good for working mothers (families) and reviews of workplaces, even if not perfect, are better than nothing in highlighting workplace environments and calling out the best and the worst.

CAPTURING EXTERNALITIES

We need policies that capture the magnitude of externalized costs so that all parties can make better-quality decisions. To take an example, it is both morally wrong and economically inefficient to let me dispose of my garbage by throwing it on my neighbors’ property—even though that seemingly helps me and my economic well-being by providing a low-cost way of disposing of my waste. Because I impose a real cost on some other entity that I pass off—externalize—costs to but reduce my own costs, I have few or no incentives to efficiently use resources to reduce the amount of garbage I produce or to figure out ways to dispose of it more effectively. Because my experienced price of “waste” is essentially zero, I overproduce waste and am largely indifferent to how it is managed.

As economists and others well recognize, markets and market pricing are wonderful mechanisms to ensure the efficient allocation and utilization of resources. But market pricing works only to the extent that prices reflect to the extent possible full information and actual costs. Distorted prices create distorted incentives that produce distorted and inefficient decisions.

In the case of health-care costs, this issue of the externalization of private costs onto the larger public is far from hypothetical. For example, companies that do not provide health insurance benefits to their (often low-paid) employees leave these employees to fend for themselves and they frequently are uninsured. When the uninsured get sick, they turn to hospital emergency rooms for care. Emergency rooms are extremely cost-inefficient locations to deliver primary care, and often by the time people arrive at the emergency room their health has already deteriorated to a point where treatment requirements and expenses are greater than they would have been with earlier diagnosis and intervention. When the health system has to provide care that is not reimbursed by insurance, the burden falls on health providers. Those providers then either try to recapture these costs by raising the prices paid by employers and employees who are part of the health insurance system, or by seeking public money to reimburse the care provided to those lacking health insurance. In both instances, the costs of health care are borne not by the employers who have shirked their obligations to their workforce but instead by others. For instance, a 2005 study by Families USA estimated that “the average annual health insurance premium was $341 higher for individual coverage and $922 higher for family coverage because of the costs of uncompensated care.”29

Similarly, once someone is laid off they are no longer the responsibility of the employer but instead the general public. Underpaid people may have to rely on public assistance, so while employers benefit from paying less and reducing their costs, the public has to pay to support working people. The extent and cost of this problem of the shifting of health care and other employment costs is difficult to estimate, but studies suggest that it is significant. One study in California estimated that two million working families—families in which at least one member was in the labor force—received various forms of public assistance in 2002, costing the state some $10 billion. Moreover, almost 46 percent of the families receiving medical services paid for by Medi-Cal were working families.30 The cost to the state and federal government from providing this health-care assistance was more than $5.7 billion.31 Furthermore, studies show that these working families receiving health care using federal and state financial resources were not just people employed by the small businesses that are often argued to be less able to bear the burden of health insurance costs. Some 700,000 people enrolled in Medi-Cal were either workers or dependents of workers in companies with 1,000 or more employees, and an additional 440,000 were people working for companies employing between 100 and 1,000 individuals.32

Walmart, the largest private-sector employer in the United States, has drawn considerable research attention because even compared to other large retailers, it pays lower wage rates and offers a smaller percentage of its workforce health insurance benefits. Because of various suits against the company, much information has come to light. Briefly summarized, Walmart “spent 38% less on health care per enrolled worker than wholesale/retail stores” and “Walmart’s health plans covered a lower percentage of their workers (48% to 61%) than other large retailers in California.”33 Not surprisingly, then, according to Walmart’s own data, “24% of its workforce, and 46% of dependent children are either uninsured or enrolled in a public health program,”34 numbers that are higher than for comparable other large retailers. It is important to note that retail workers earn comparatively less than the average private employee, are more likely to work part-time, and are, therefore, comparatively disadvantaged vis-à-vis most employees, which makes the comparison of Walmart to other large retailers particularly relevant.

The state of Georgia released data on Medicaid enrollment by employees of various employers. “Dependents of Walmart employees accounted for 10,000 of the 166,000 children enrolled in the state’s Children’s Health Insurance Program (PeachCare) in 2003.” Using data on the extent of coverage and amount spent on health insurance costs by Walmart, Ken Jacobs, the chair of the Center for Labor Research at UC Berkeley, estimated that “Medicaid for Walmart employees and their child dependents cost $455 million a year” and that “uncompensated care to Walmart workers adds an additional $220 million in costs shifted to public and private sources.”35

As the example of Walmart and the evidence from multiple sources, methods, and geographic regions suggests, the issue of externalized costs—costs shifted onto the general public by private employers—for health care specifically but also other aspects of the employment relationship such as low wages that cause people to rely on public assistance, is economically substantial.

Even while cost shifting occurs with respect to health care, other social insurance systems have put policies in place that reduce the ability of companies to completely externalize the costs of their workforce-related decisions, and therefore these policies encourage companies to become more responsible employers. Two relevant examples are the unemployment insurance system and workers’ compensation insurance. In both instances, the rates that employers pay per employee to state government or private insurers are adjusted to reflect employer experience.

Just like other insurance systems (such as car insurance), workers’ compensation premiums are experience-adjusted for employers’ records of compensated workplace injuries—the more workers are injured and the higher the resulting claims, the higher workers’ compensation rates get set. This experience-based cost of workers’ compensation insurance provides an economic incentive for employers to maintain a safer work environment and thereby save on their premium costs, just as experience-based ratings in auto insurance encourage drivers to do things to avoid accidents and traffic tickets.

Unemployment insurance rates are also typically established to reflect employer experience with firing or laying off employees who then collect such insurance while they are out of a job. Consequently, those employers who have a higher number of ex-employees drawing unemployment benefits pay higher rates to the government to at least partly compensate for this adverse experience and the burden it imposes on governmental budgets.

With respect to physical and mental health, unless and until employers confront the costs of their effects on their employees, they will have neither the data nor the incentive to do a better job at maintaining well-being.

An Example of How to Reduce Cost Shifting

Like all cities in the United States, San Francisco had people who were working but nonetheless uninsured. The city operated a number of health clinics and had a department of public health as well as a hospital, San Francisco General Hospital, where the uninsured received care, paid for by tax dollars. In 2007, then-mayor Gavin Newsom and the board of supervisors passed Healthy San Francisco. One part of the program required employers to spend a minimum of $1.37 per hour per employee on employee health costs. They could do so in one of three ways: purchase private health insurance for their people, contribute to Healthy San Francisco, or pay into a medical reimbursement account for employees who lived outside the city (all health care was delivered by clinics inside the city limits) or earned too much to qualify for the program. “The Health Care Security Ordinance requires businesses with 20 or more workers and nonprofits with 50 or more employees to spend at least $2,849 per year for a full-time employee on health care. For larger employers, the rate is $4,285.”36

When the program was put in place, the outcry was deafening. The Golden Gate Restaurant Association was just one of many employer groups predicting gloom and doom—that businesses would flee the city because of the incremental wage costs, that attracting other enterprises into the city would be more difficult, and that the system wouldn’t work. None of the dire predictions came true—the San Francisco restaurant industry continues to thrive and employment in the city has grown. What did happen is that uninsured fell to only 3 percent of the city’s population and that the program “dramatically cut the use of city emergency rooms for routine care by the program’s participants,” thereby saving money.37 Some restaurants added a separate line to the bill showing the cost of their employee contribution; others just folded the cost into higher prices. Meanwhile, high-technology companies such as Twitter have continued to locate in the city and the economic climate remains vibrant. Most important, employers cannot shift the cost of medical care from their books to those of the public.

The short but sad story is that cost shifting is not only inherently unfair; it also increases total costs in the system. That’s because health care delayed from an absence of insurance and access to doctors often results in greater expenses when people finally do arrive at the health-care system, because their conditions are more advanced and the opportunity to prevent disease or disease progression in the first place has been mostly lost. In San Francisco, “‘There were amazing stories early on of people who lived in San Francisco their whole lives and never had access to health care,’ Dr. Hali Hammer [medical director of San Francisco General Hospital’s Family Health Center] said. People showed up with undiagnosed diabetes, high blood pressure, or even metastatic cancers. Some women had never had a Pap smear.”38 That’s why an emphasis on early intervention, both in promoting healthier lifestyles but also healthier work environments, and getting people medical treatment earlier saves money, resulting in fewer hospitalizations and fewer days spent in high-cost delivery settings. Reducing or eliminating cost shifting is not only fairer in that companies become more responsible for the consequences of their workplace decisions, but it also reduces total costs.

What is true for health insurance is also true for other harmful workplace practices. Companies, not having to deal with the costs of laying people off, lay off more people than they would if they had to pay for the adverse health consequences of layoffs. Companies that overwork their employees face no burden when those individuals leave their employer or the labor force if they are too burned out to work—they become society’s responsibility. Therefore, there is less incentive than there otherwise would be to manage work hours or other aspects of the work environment more effectively. This socialization or externalization of the private costs of operating unhealthy workplaces is both a serious problem and one that is potentially addressable. If companies were responsible for the social costs of what they do to their employees, they would make better decisions based on the true costs (and benefits) from choices about workplace practices.

NO TRADE-OFF BETWEEN HEALTH AND PROFITS

As we have seen in both the examples and systematic research reviewed throughout this book, inducing companies to concern themselves with employee health does not invariably compromise productivity, quality, or profitability. In fact, healthy workplaces are usually more profitable and productive ones. Not only are physically healthy employees more productive and absent less frequently, such employees impose lower costs on employers that offer health insurance or health care.

To take just one example, consider the case of Walmart, which, as already noted, has historically been stingy with its health-care benefits and also has reduced employment, increasing economic insecurity. The company also has paid its people relatively poorly compared to other retailers. As reported by Bloomberg Businessweek, between 2008 and 2013 Walmart added 455 stores in the United States, a 13 percent increase, while it reduced its US workforce by about twenty thousand people, or 1.4 percent. The result? For six years in a row, Walmart ranked either last or tied for last place on the American Customer Satisfaction Index’s ratings of discount and department stores. Walmart suffered from unstocked shelves as the reduced number of employees per store, from 343 in 2008 to an average of 301 in 2013, left the stores understaffed with long checkout lines and not enough people to restock merchandise.39 Walmart’s same-store sales growth stalled.

MIT management professor Zeynep Ton has argued that higher pay, which improves people’s economic security, actually helps retailers by attracting a better workforce and reducing costly turnover.40 Companies like food purveyor Trader Joe’s and Costco, a direct Walmart competitor, pay better, offer better benefits including health insurance, and are able to realize almost twice the sales per employee as Walmart. So even after accounting for the incremental costs, profits per employee are higher.

So if doing things that produce healthier work environments pay off for both employees and employers, why don’t more companies do it? Suffice it to say that, for one thing, companies do not invariably implement their knowledge, something my colleague Bob Sutton and I have called the knowing-doing gap.41 Second, the pull of conventional wisdom is strong, and few companies want to risk being different. Years ago, I commented on the paradox of wanting to earn exceptional returns but to do so by doing what everyone else was doing—something not likely to happen.42

Third, there is a time discontinuity. In order to earn a return on investment, it is necessary, by definition, to first make the investment. You cannot earn a return without first doing something. The delay between changing management practices to increase health and well-being and seeing a return is not likely to be that long. But in today’s world, anything more than a quarter or two for a publicly traded company may be unacceptable, and the uncertainty of the payoff and timing leaves many leaders pursuing seemingly less risky strategies such as acquisitions—even though these seldom pay off—or relentless cost cutting.

Nonetheless, inducing employers to adopt management practices to enhance employee health is almost certainly the most cost-efficient way to reduce the hundreds of billions of dollars and lives lost because of harmful employer choices. Employers are in the best position to both prevent and remediate employee health issues much more cost-effectively than the government, because employers have both the information and incentives to do so. Walmart, ironically, is already entering aspects of health-care delivery, not just through its pharmacies but also through clinics that give flu shots and do other routine preventive activities in its stores. There is little doubt that Walmart and other employers could both modify their management practices to prevent deleterious health effects in the first place—the most cost-efficient way of providing better health—and also are positioned to recognize health issues earlier and intervene to remedy employee health problems before they become costlier.

MAKING HUMAN HEALTH A PRIORITY

On March 3, 1993, Scott Adams published one of my very favorite Dilbert comic strips. In the first frame, the boss says what so many companies ritualistically promulgate: “I’ve been saying for years that ‘employees are our most valuable asset.’” In the second frame, the boss admits that he was wrong, and that “money is our most valuable asset. Employees are ninth.” In the final frame, Wally asks what came in eighth? The answer: “Carbon paper.”43

Sad, but all too true. People and their well-being receive more talk than priority in organizational decisions. Even companies that presumably emphasize health don’t invariably implement policies consistent with building a healthy workforce. Consider Aetna. While on the one hand Aetna’s CEO is on a health kick and the company has implemented meditation and health promotion policies, Aetna also, virtually every year, engages in downsizing activities in which people are offered early retirement or laid off.44 We know that layoffs have serious adverse health consequences. Moreover, as a result of the rounds of downsizing, their CEO, Mark Bertolini, noted that “out of 50,000 employees, we probably have less than 1,600 employees who have been with the company longer than 20 years.”

Companies are under pressure to make profits and grow stock price, and woe be to employee-centric policies that are perceived as antithetical to those objectives. Whole Foods Market, under the leadership of CEO John Mackey, emphasized values that included taking care of team members. During the 2008 recession, the company laid off fewer than one hundred people, according to a Whole Foods leader in the San Francisco Bay Area. The company’s reliance on self-managing teams to make decisions provided people with a sense of job control, and its promotion from within policy made it possible for even individuals without a college degree to advance up the management ranks. The company offered reasonably generous benefits, including “a discount of at least 20 percent on store items, a low-cost health-care plan, and the ability to vote on important benefits.” 45 But when its stock price stalled, Whole Foods was besieged by hedge fund investors who eventually forced a sale to Amazon. At a town meeting with employees after the transaction was announced, Mackey, a leader in the conscious capitalism movement, commented that Whole Foods had “a little bit too much team member focus” 46 and talked about taking $300 million out of the company’s cost structure.

In response to a growing recognition that measures such as GDP or GDP per capita at a national level, and profits and share price at a company level, may be too narrow as performance indicators, there has been a proliferation of other indicators of social system performance. Starting in 2012, at the urging of the United Nations, there is now a World Happiness Report.47 The World Economic Forum’s Inclusive Development Index (and corresponding report) recognizes the need to measure the extent of participation in and benefits from economic growth—how widely shared prosperity is.48 The OECD Better Life Index, launched in 2011, seeks to bring together internationally recognized measures of well-being, conceived more broadly. The dimensions of well-being include housing, income, jobs, community (quality of the social support network), education, environmental quality, governance, health, life satisfaction, safety, and work-life balance.49 At the company level, there is discussion of the triple bottom line, an accounting framework that seeks to go beyond just economic measures such as profits and return on investment to consider environmental and social aspects of performance as well.50 While all of these efforts, and countless similar others, to expand the dimensions and measurements of performance are well-intentioned, few or no measures have taken narrowly focused economic indicators off center stage. As one person said about the balanced-scorecard movement, although there are multiple measures, there is seldom much balance in that accounting measures of profits and cash flow dominate attention and dominate decision making.

But this needs to change. There are clearly moral limits on what a humane and civilized society permits or at least should permit to occur. Some of those restrictions delimit what employers can do to their workers. For instance, the United Nations charter outlaws slavery, even though slavery might increase profits, as labor costs would be dramatically lower. UN guidelines also prohibit the exploitation of children, and child labor laws exist in virtually all OECD countries including the United States. The underlying idea is that investing in children is good for the larger society and having children get educated rather than spend all day at work builds a country’s human capital. Even if children, or employers, want to exploit child labor, it is in a country’s collective interest to preclude such behavior. Similarly with workplace safety. Although there obviously are variations in the dangers inherent in different occupations—coal mining is more dangerous than being a university professor, to take one clear example—even in dangerous occupations civilized countries impose regulations that attempt to delimit the harm from engaging in the work. We value human life and try to protect it, at least within reason.

Social psychological research shows that for most people, there are limits to the decisions they will permit market pricing and market exchange to control. As University of Pennsylvania social psychologist Philip Tetlock has summarized:

On the one hand, as economists frequently remind us, we live in a world of scarce resources in which, like it or not, everything must ultimately take on an implicit or explicit price. . . . On the other hand, sociological observers point out that people often insist with apparently great conviction that certain commitments and relationships are sacred and that even to contemplate trade-offs with the secular values of money or convenience is anathema.51

Research shows that people responded to taboo trade-offs with attempts to physically cleanse themselves and with moral outrage.52 Of course, what is considered sacred and nonnegotiable depends on the particular time in history and the particular cultural context. Nonetheless, in part because most religious traditions hold human life to be both valuable and sacred, human life and, by extension, human well-being are mostly not exchangeable in markets. The idea of selling body parts for cash appears unseemly to most people, as do conditions that degrade human dignity.

Framed in this way, the cost of 120,000 human lives lost to workplace conditions that are both known and at least to some degree remediable seems inconsistent with fundamental moral precepts and values. Leaving aside the health-care costs of these management practices, it seems taboo and unacceptable to trade people’s lives for organizational considerations of cost and efficiency. If this is true, then human health and well-being necessarily should play a much larger role in both organizational and public policy decisions and discussions.

WHAT DO WE VALUE?

In numerous ways, documented throughout this book, we have seen that work organizations have a choice: to create workplaces and implement management practices that create physical and mental ill-health, that literally kill people, and that drive up health-care costs in the process, or to make different choices that result in the exact opposite outcomes. If a society believes that human life is important, indeed, sacred, then it would neither ignore the voluminous research that I have only briefly summarized in this volume about the effects of workplaces on health nor permit unnecessary deaths of human beings to continue. We would worry as much about human health in our economic activities and development as we do now about endangered species and air and water pollution.

And implicitly, employees have some choices to make as well. People choose where they will work. In making that choice, people need to consider the effect of their employer and its workplace practices on their physical and mental well-being and, indeed, on their very life expectancy. Long work hours, an absence of job control, work-family conflict, an absence of social support to cope with stress, the instability created by layoffs, and an absence of health insurance are more than just inconveniences or nuisances. These conditions are, as extensively documented by decades of empirical research, literally a threat to employees’ lives. Thus, decisions about where to work should consider the management environment employees are going to face, not just salary and whether or not the job seems interesting. After all, money cannot bring back health or for that matter resurrect people who have lost their lives because of their work environments.

If this book stimulates analysis and interventions that enhance human health and reduce health-care costs, I will be thrilled. If it provokes a deeper discussion of how employers can change their work environments to lower the damage being produced, my research efforts will have paid off. If it actually changes the policy debate to focus on an overlooked but critically important dimension of health and well-being, both the book and I will have achieved a great deal. And maybe, just maybe, some people will live longer and healthier lives.

But I approach this effort with realism about the obstacles. Because I vividly recall a conversation with a religious leader engaged in activities to deliver health care and promote human health.

In July 1999, at a resort in the Florida Keys, I led a board of directors retreat for Holy Cross Hospital of Fort Lauderdale, Florida, to convince the board to follow the wishes of their CEO, John Johnson, and implement a set of high-commitment work practices. At dinner one evening, I was seated to the right of the nun who, at that time, ran the health-care operations of the Sisters of Mercy, the Catholic religious order that sponsored Holy Cross and was a member of the hospital’s board. Making conversation, I asked her how she competed in the Washington, DC, policy arena against people from insurance companies and drug companies with lots of campaign contributions to distribute. I don’t remember the sister’s name, but I will never forget her reply and our interaction:

“I tell the senators or the representatives that no one is precisely sure what happens when you die, but on the possibility that they will meet their maker and be judged, they should consider the consequences for people and their well-being of the decisions they are making.”

“Is that effective?” I asked.

“Jeffrey, can I call you Jeffrey?” she continued. “When our elected representatives have to choose between campaign cash and their immortal souls, I’m sorry to say that most of the time, the cash wins out.”

Many times organizational leaders will have to make a similar sort of decision—how much priority to give people’s health, lives, and well-being, or how much priority to give to “cash” as those leaders decide about workplace practices and the environment in which people work. I would like to think that the importance and sanctity of human life and welfare will win out. But I do follow the news, as firms like 3G Capital, the highly respected investment firm, lay off ten thousand people, one-fifth of the Kraft and Heinz workforce, following Heinz’s takeover of Kraft53—and earn plaudits rather than opprobrium from the investment community for doing so.

As I think about my conversation with the sister on that long-ago evening in Florida, I wonder what will happen to the souls of people who lead companies in ways that show disdain for the well-being and indeed the lives of their follow human beings. But my nun dinner companion from that evening didn’t wonder. She knew.
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B. Poor mental health (Self-rated)

Work-family conflict | .

Unemployment —

bigh o domands [ I
Low organizational justice L
Low social support at work E—

Exposure to shift work —————

Long work hours/overtime P

1.0 12 14 16 18 20 22 24 26 28303234
0Odds ratio





OEBPS/images/9780062800930_Cover.jpg
DYING FOR A
PAYCHECK

‘How Modern Management Harms
Employee Health and Company
Performance—and What
We Can Do About It

JEFFREY PFEFFER

STANFORD GRADUATE SCHOOL OF BUSINESS






OEBPS/images/Ch002_004_9780062800923.jpg
Low job control

Unemployment

No health insurance

Long work hours/overtime

Work-family confiict

Secondhand smoke exposure

1.

D. Mortality (Death)

0 1.1 12 13 14 15 16
Odds ratio





OEBPS/images/Ch002_001_9780062800923.jpg
A. Poor physical health (Self-rated)

Work-family conflict I —
Unemployment |
Job insecurity .-
Secondhand smoke exposure _—<
High job demands - SEEEE——
Low job control P ——————
No health insurance —
Low social support at work _—
Low organizational justice —

1.0 1.1 12 13 14 15 16 17 18 1920212223
0Odds ratio





