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ABSTRACT:

More than 90 percent of the UK workforce drink alcohol and
as many as 30 percent of male employees and 23 percent of female
employees could be consuming quantities above 'safe limits'.
Survey results also indicafe that the vast majority of dependent
drinkers are in employment. Current evidence suggests that
alcohol consumption, in or out of work time, can result in lower
productivity, increased absenteeism and sickness absence, and
increased accident rates. The annual value of industrial days
lost through alcohol consumption in the UK in 1987 is estimated
to bé 4over £1.7 billion, excluding the value of 1lost

productivity, accidents and injury.

Alcohol acts as a depressant, impairing reasoning, memory,
perception, balance and co-ordination skills even at very
moderate levels of consumption. Physical and intellectual
ability decline as more alcohol is consumed either at work or at
leisure. In the longer run, continued consumption can lead to
disease, emotional and social problems, chronic illness and even
premature death. Because the majority of drinkers are in

employment, these effects will have an impact in the workplace.

Some adverse consequences at work are related to excéssive
alcohol misuse by a minority of employees, but most are
associated with theequerate but inappropriate drinking behaviour
of the majority. Existing evidence implies that alcohol is
involved in at least 1/5th of all UK industrial accidents. The

probability of an accident increases six fold for the average man



who has consumed two pints of beer, and risk-taking behaviour
increases and decision-making skills decrease even with low
levels of consumption. One in 10 men and one in 20 women report
feeling the effects of a hangover at work and in one UK study,
a quarter of all the men interviewed reported regular lunchtime

drinking.

Up to 60 percent of USA corporations have introduced formal
workplace policies of different types in order to reduce
employment costs associated with alcohol consumption. However,
less than 20% of UK firms have taken similar action. Workplace
policies are designed to identify problem drinkers at an early
stage and to provide treatment, avoiding the need for
disciplinary procedures. Although many USA studies have shown
workplace policies to be cost-effective, some studies report
conflicting results using different definitions of successful
outcome and policy goals. Many studies suffer from statistical

defects and the poor definition of appropriate policy goals.

The economic case for increasing the number and type of
workplace policies in the UK cannot be confirmed without a
consistent frémework for evaluating cost-efficiency. Evidence
of employment costs associated with alcohol consumption are
examined in this paper and the need for further information
identified. A framework for evaluating costs and benefits is
outlined as a basis for future policy discussion, and the

economic evaluation of alcohol workplace policies in the UK.



1. ALCOHOL PROBLEMS IN THE WORKPLACE

1.1 Introduction

Alcohol acts as a depressant on the central nervous system,
impairing reasoning, memory, perception, balance and co-
ordination skills even at fairly moderate levels of consumption.
Alcohol consumption impairs the judgement of drivers and
increases the risk of accident and injury on the road, in the
home, and at work. Both physical and intellectual ability
decline as the amount of alcohol consumed increases ét any time.
Over longer periods, continued alcohol consumption is also
associated with disease and chronic illness. In the workplace,
therefore, the adverse consequences of alcohol consumption could
arise whether employeesvare moderate or heavy drinkers, drinking

in or out of work time.

Current evidence suggests that alcohol consumption can
result in lower productivity, and increased absenteeism, sickness
absence and accident rates. Some of these effects are related
to excessive alcohol misuse by a minority of employees, but many
are associated with the moderate but inappropriate drinking
behaviour of the majority. Surveys show that the vast majority
of dependent drinkers are in employment and that up to 10 percent
of all drinking males may experience alcohol problems at work
(Crawford et al; 1985; Braine 1977). Costs to the employer arise
through responsibility for safety, potential health care costs,
loss of competitiveness and eventually, through lower

profitability.



One method of reducing employer costs associated with
alcohol is through prevention. Workplace alcohol policies could
potentially reduce costs in two ways: through primafy prevention
by providing information, education and reducing the availability
of alcoholic drinks at the workpiace, and through secondary
prevention involving the early identification and treatment of

problem drinkers at work..

Under the terms of the Health and Safety at Work Act (1974),
a workplace alcohol policy would fulfil UK employers' duties in
primary prevention through the provision of information,
instruction and training to ensure health and safety at work.
If effective, a policy could diminish any employee claim of
negligence regarding health and safety following an alcohol
related accident or injury at work (Howard 1990). Secondary
alcohol prevention, in the form of the early identification and
treatment of problem drinkers at work, was formally approved in
a joint publication by the Health and Safety Executive, Health
Departments and the Department of Employment in 1981 (HSE 1981)
and has been identified as an important area for further research
by the Government's Ministerial Group on Alcohol. A labour
management approach to industrial alcohol problems through
: workblace policies is also recommended by the International

_‘Labour Organisation (ILO 1987) and the TUC (1986).

1.2 Alcohol and Workplace Problems

Alcohol and Industrial Accidents

The relationship between alcohol and accidental death or



injury has been widely documented particularly in respect of
driving, drowning and accidental falls. (Alcohol World 1985;
Howland & Hingson 1988; Hingson & Howland 1987). Alcohol
consumption increases the risk of accidents by impairing
co-ordination, vision, reaction and judgement. For example, the
Department of Transport estimate that 25 percent of drivers and
pedestrians killed in road traffic accidents in the UK have blood
alcohol levels above the legal limit, (Harrison 1987). Alcchol
has also been associated with industrial accident and injury

rates, the results of which are considered below.

No simple causal relationship between alcohol consumption
and accidental injury has been identified, but the presencé of
alcohol in the blood has been shoﬁn to raise the probability of
an accident occurring (Alcohol Wdrld>1985). The results of a
study of drivers in Grand Rapids, USA, showed that at thé 60
mg/100 ml blood alcohol level (2 pints drunk consecutively for
the average man), the probability of an accident occurring
doubled. At the 100 mg/100 ml (3-3 1/2 pints), just above the
legal limit of 80 mg/100 ml, the 1likelihood rose to six fold.
At the 150 mg/100 ml level (5 pints), the probability of an
accident occurring was 25 times higher than when no alcohol was
present (Denney 1986). Other laboratory experiments have shown
that industrial safety is also affected at relatively low levels
of alcohol consumption (25-50 mg/100 ml), as risk taking
increases and perceptual and decision making skills decrease with
consumption (Argyopoulos—Grisanos and Hawkins 1980). However,

motor skills and hence physical productivity are not greatly



affected at these low levels (Mongrain and Standing 1989).

From early studies, the National Council on Alcoholism
estimated that excessive drinkers were three times more likely
to have an accident at work than other workers (Braine 1977).
Evidence from more recent studies suggests that alcohol is
involved in at least 1/5 of all industrial accidents (Emery
1986), and similar associations have been reported from studies
in other European countries (WHO 1989). Autopsy analysis of
blood alcohol concentrations (BACs) carried out after fatal
industrial accidents in the UK and the USA indicate that between
9 percent and 20 percent of fatalities have BACs above the legal
limit (Allsop Beaumont 1983; Lewis and Cooper 1989). Studies of
attenders at accident and emergency departments also show that
between 20 percent and 25 percent of non-fatal accidents occur
at work and many may be alcochol related. (Yates et al. 1987).
Allsop and Beaumont (1983) reported that 20 percent of accident
victims in one UK plant (excluding those already under the
company alcohol policy) had admitted drinking prior to the

accident.

Alcohol is eliminated from the bloodstream at the
approximate rate of 10 mg or one unit per hour'. It is therefore
possible to start work on the morning after a binge drinking
session with a positive BAC level, possibly above the legal

limit. The Allsop and Beaumont study (1983) showed that 76

. One unit is approximately egual to one centilitre of
pure alcohol consumed as a typical half pint of beer,
a glass of wine or one shot of spirits.
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percent of alcohol related accidents occurred in the three hours
9am to 1llam and 1lpm to 2pm as opposed to 19 percent of
non-alcohol related accidents. High early morning accident
rates, therefore, may be related to raised BAC levels and
hangover effects and high mid-day rates to lunch-time drinking

by moderate drinkers.

Rlcohol and Industrial Absenteeism

Estimates of the extent of alcohol related sickness absence
in England and Wales range from 8.8 to 14.8 million days per
annum (Holtermann and Burchell 1981). These total figures are
generated from sample measures of the amount of excess sickness
absence taken by heavy drinkers above that of light or moderate
drinkers. They do not include, therefore, the sickness absence
caused by hangover effects suffered by 1light or moderate
drinkers. Sickness absence amongst excessive drinkers is
thought to be up to five times greater than amongst other
drinkers (Braine 1977; Wilson 1980). Studies of UK dependent
drinkers show fhat more than 90 percent of dependent drinkers
admit to absenteeism due to drinking habits, with the majority
admitting to being late to work (Edwards et al. 1967; Saad and
Madden 1976). From the study respondents, Saad and Madden (1976)
found an average yearly loss of 121.7 days per dependent drinker,
of which 81.1 daYs were due to sickness absence and 35.6 days to

unemployment.

Holtermann and Burchell (1981) used the results of Saad and

Madden's study to estimate the excess rate of sickness absence



generated by problem drinkers in England and Wales in 1977. They
found that dependent drinkers took four times more days sickness
than the average employee and less severe problem drinkers took
twice the average rate. Hyman and Beaumont (1984) found that 30
percent of identified problem drinkers took 10 or more certified
spells of sickness absence between 1978 and 1983 compared to 20
percent by other employees. Problem drinkers took 117 days
absence on average over the five years, 41 percent more than

other workers.

The limited statistical wvalidity of many UK studies makes
it impossible to draw firm conclusions about the association
between problem drinking and excess rates of sickness absence in
the UK. However, some of the more statistically valid American
studies have shown that problem drinking employees in the USA use
health care services at a significantly higher rate than other
employees (Holder 1986). Given that higher rates of
hospitalisation for problem drinking employees necessarily
involve higher rates of sickness absence, the American results

lend support to the findings of UK studies.

Alcohol and Other Employment Problems

There are three other types of alcohol workplace problems;
lower on-the-job productivity, higher employee replacement costs,
and adverse interactions between alcohol and chemical compounds
handled in the workplace. Less is known about the extent of
these problems than those previously discussed. Reduced

efficiency in production skills has been investigated in a number



of American studies (Moskowitz 1985; Mongrain & Standing 1989).
The ability to perform simple manual skills appears not to
impaired by alcohol to the same extent as mental decision making
skills and visual perception. However, people tend to
underestimate the extent of their own impairment. The costs
associated with lower productivity from alcohol consumption by
managers and white-collar workers; therefore, may be greater than
for manual workers, even though safety may be a more important

risk for manual workers.

Little is known about employer costs of dismissal, search
and replacement of skills resulting from alcohol misuse. The
adverse effects of alcohol consumption before and after exposure
to some chemical agents ﬁsed in the work place, however, is known
but not widely recognised. Nausea, dizziness, face flushing,
decreased blood pressure and breathing difficulties are typical
of the interactive effects of alcohol with solvents such as
trichloroethylene, those used in the manufacture of insecticides
and synthetic rubber and the industrial explosive, nitroglycol

(Podolsky and Richards 1985).

1.3 Estimated Costs to UK Industry

All estimates of the cost to industry of alcohol misuse are
based on a measure of the value of production lost through
alcohol consumption. This measure is usually calculated as the
total value of output associated with the estimated days lost in
any year. The most recent annual estimate in England and Wales

placed the value of industrial employment loss at £1.7 bn, about



half of which was due to sickness absence (Maynard 1989).
Estimates will vary over time as prices change but also between
studies according to the methodology adopted. A summary of UK
estimates and their sources is presented in Table 1. The figure
of £1.7 bn is an update of two earlier annual estimates by
McDonnell and Maynard (1985a) and Holtermann and Burchell (1981).
Estimates of the costs of reduced efficiency at work and
industrial accidents and injury are excluded due to the absence
of data. Instead, the value of the annual excess days lost due
to unemployment and premature death are added as evidence
suggests dependent drinkers tend to suffer higher rates of

unemployment and mortality (Berry et al. 1677).

The values of sickness absence and unemployment included in
Table 1 are prevalence estimates. The value of output lost for
each day excess sickhess or unemployment is equated to the amount
employers are willing to pay for labour (ie daily wages together
with employers' on-costs). ¥or this figure +to represent
industrial rather than personal costs to the individual, it must
be assumed that the potential increase in employment could and
would be taken up. The results are also very sensitive to the
definition of problem drinkers. For example, McDonnell and
Maynard (1685b) show, using OPCS data, that the estimate of
excess unemployment alone could range between £2 bn and £5 bn

depending on the category of drinkers compared.

Godfrey et al. (1989) estimated that about 160,000 avoidable

working life years were lost due to alcohol in 1986 using OPCS
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data and estimates of mortality risk. However, the value of
premature death in total cost calculations is not a prevalence
figure, but the value (discounted to the present) of the future
stream of earnings lost through premature death in the year under
investigation. A prevalence estimate should value the lost
output in the year in question from previous premature deaths.
(Godfrey and Powell, 1987). It is not clear, therefore, that the
value of working days lost in the future falls directly as a cost
to industry rather than on society generally or on the individual

and family in a less than full employment economy.

Total cost figures should not be interpreted as potential
savings for industry in the absence of the consumption associated
with the costs. A reduction in alcohol costs following a
reduction in consumption need not imply a reduction in total
industrial costs. If the reduction results from a policy, the
policy itself would involve increased industrial expenditure on
set-up and running costs. Total cost figures should therefore

be treated with caution.

All estimates of the total costs to industry aséociated with
alcohol are based on assessments of the probability that
employees will be drinkers of a certain type, and that different
drinking patterns will lead to a variety of workplace problems
and costs under different conditions. The information needed to
estimate these probabilities or 'risk factors' has been derived
from a mixture of 1aboratory experiments and sample surveys of

the general population, surveys of dependent drinkers and
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Figure 1 Identifying Risk Factors

i) Methodology for identifying industrial costs and generating
risk factors:

Survey Samples Studies

1) General Population.
2) Dependent Drinkers.
3) Industry/Firm.

Sub-group Analysis
1) Male/Female
2) Occupational Status
3) Socio-economic Class
4) Age
5) Household status etc
On Relevant Variables
1) Consumption patterns
Laboratory 2) Industrial impact:
Experiments: absenteeism,
Consumption injury, productivity.
and harm 3) Medical/social/legal
impact, cirrhosis etc
ii) Reported as:
Characteristics Characteristics
of employee of employer

[,

HIGH RISK FACTOR
|

Environment Genetic
outside work Make-up

11



specific employee groups. Risk factors could be used to identify
workers at highest risk. The extent of available evidence is

examined in the following section.

1.4 Identifying Workers at High Risk

The method by which risk factors are generated is shown in
Figure 1. The results of surveys and experiments are repofted
as a set of characteristics which can be grouped into those which
are associated with the highest risk of workplace problems and
costs. For example, some studies (discussed below) show that
younger male employees in workplaces where alcohol is available
are at higher risk of associated industrial problems than similar
workers in sites where alcohol is not available. Other studies
show that employees are more likely to develop alcohol problems
if their work is perceived to be boring or stressful, and/or they
are experiencing a stressful life event such as divorce. Both
work and non-work factors can indiVidually or in some combination
raise the risk that alcohol problems will arise‘at work. As a
result, some occupations and industries may be found to be at
higher risk than others, but all employees potentially face some

risk. Each characteristic is considered below.

Characteristics of Employees

According to an OPCS survey of drinking habits in England
and Wales in 1980, 27 percent of men and 13 percent of women
drink above the low risk levels of 21 units for men and 14 units
for women identified by the Royal College of Physicians (1987).

A 1987 study of staff working in a London based multi-national

12



company also showed that 30 percent of men and 23 percent of
women consumed more than the Royal College 1limit, and about 10
percent of both men and women drank more than the higher
guideline of 21 units for women and 35 units for men set by the
Health Education Authority in 1987 (Robert et al. 1988). It was
also found that both male and female employee ‘consumption
increased linearly from Monday to Saturday and that the highest
levels of consumption occurred amongst the youngest employees.
. Compared to the earlier study, (Wilson 1980), a far smaller
percentage (who were not teetotal) reported drinking nothing in
the week before and a far larger percentage reported drinking
between 10 and 35 units of alcohol in the previous week. Rising
levels of consumption for women have also been identified in
other studies (Breeze 1985). These trends and the increased
level of participation by women in the workforce may indicate
that alcohol problems in employment are no longer a male

phenomenon.

Wilson (1980) reported that of those in full time
employment, one in 10 men and one in 20 women reported feeling
the effects of a hangover at work or during housework. However,
heavy drinkers were more than twice as 1likely as light or
moderate drinkers to go to work with a hangover or to work after
excessive lunchtime drinking. In a study of five UK industries,
Davies (1981) found that at least a quarter of all the men
interviewed reported lunchtime drinking in the previous week.
The figures for women were much lower or negligible. More than

half the men in vehicle manufacture and over 70 percent in the

13



brewery reported drinking at lunchtime. About 10 percent of the
men who drank at lunchtime in these two industries exceeded 50
units per week at lunchtime alone. This is the equivalent of 5
pints of beer every day and a post 1 hour lunch break blood
alcohol 1level of 124 mg/100 ml. These findings provide
additional evidence that low level lunchtime drinking and heavy
social drinking may be an impbrtant risk factor in industrial

accidents.

Characteristics of Employers

Although problem drinkers and inappropriate drinkihg may
arise in any form of employment, some occupations have béen
associated with much higher rates of alcohol problems than
others. Evidence of the existence of high risk occupations can
be obtained from differential rates of liver cirrhosis mortality
between occupations. Liver cirrhosis is assumed to be an
adequate indicator of most alcohol problems. The highest
mortality ratios, standardised for the age composition of
occupational groups, between 1961 and 1982 are presented in Table
2. 1982 data are the most recent available as OPCS occupational
mortality data are only produced every ten years. The average
mortality ratio is 100. Although the rates are not strictly
comparable, there have been noticeable changes in relative risks
and some groups have retained a consistently high rating. For
example, the mortality rates for publicans, deck/engine workers
room and ships pilots, bar staff, hotel managers and electrical

engineers, are more than double the average rates.

14



From Table 2, it can be seen that the risk relative to the
average increased between 1962 and 1972 in most occupational
groups, but subsequently decreased. The average mortality rate
across all individuals, however, has been rising. In England and
Wales the mortality rate per 100,000 persons from chronic liver
disease and liver cirrhosis rose from 3.0 in 1962 to 3.4 in 1972
and to 4.4 in 1982. It is therefore difficult to interpret
changes in occupational rates over time. For example, between
1972 and 1982, the standardised mortality rates for qualified

medical practitioners fell from more than three times the average

Table 2 Liver Cirrhosis Mortality By Occupation
(1962-1982 England and Wales)

Occupation . 1962 1970-72 1982
Publicans ) 773 ) 158 1017
Innkeepers ) ) 315

Ship Ratings/Boatmen 400 628 873
Barstaff 200 633 612
Ship Officers/Pilots 467 781 417
Electrical Engineers 300 319 387
Hotel Managers 450 506 342
Fisherman - 595 296
Cooks 460 354 265
Restaurateurs 282 375 263
Authors/Journalists - 314 261
Drivers Mates - 377 225
Winders/Reelers - 319 202
Domestic 200 281 141
Garage Proprietors 233 294 140
Medical Practitioners 350 311 115

Source: OPCS; Plant; (1981); (1986).

risk to a level just above average. This effect may indicate an
increased awareness, coupled with lower 1levels of consumption
amongst GPs, but also a raised rate across other occupations

relative to the rate for medical practitioners.
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By comparing standardised mortality rates for 1liver
cirrhosis with alcohol related admission rates to psychiatric
hospitals, Slattery et al. (1986) devised a 'tolerance rate' for
occupational groups. Given that hortality rates measure the
prevalence of alcohol problems, and admission rates measure the
degree of occupational response, the ratio of the two will
indicate the degree of cirrhosis not matched by treatment and
hence the degree of occupational tolerance to alcohol problems.
The occupations found to have the highest significant tolerance
rates were those described as managerial or commercial, where
alcohol consumption was socially acceptable, eg. clergy,
accountants and managers. Plant (1981) summarised high risk

industries characteristics using eight common factors:

1. Availability of alcohol at work, eg. drinks trade.

2. Social pressure to drink at work, eg. mining, journalism
and sales/ management.

3. Occupations which lead to separation of the worker from

normal social and sexual relations for lengthy periods of
time, e.g. seamen, commercial traveller.

4. Freedom from supervision at work eg. professional workers,
white collar workers and directors.

5. Very high or very low relative incomes.

6. A tradition of collusion by colleagues.

7. Occupations which involve high levels of stress, or hazard,
eg. mining, offshore rig personnel.

8. Occupations with reputations for heavy drinking attracting

existing heavy drinkers, eg., drinks trade.

The evidence which has been collected on occupational risk
often lacks statistical rigour. Most of the studies are
conducted without controls and utilise data which were not
collected for the study. In the case of clinical studies, the
subjects are 1limited to severe cases which may involve an

occupational bias. However, results of occupational studies also

16



support the medical evidence on occupational risk. Slattery et
al. (1986) found 22 occupations in the UK with significantly high
rates of admission to psychiatric hospitals for alcohol problems
relative to the average. Eight of the high risk occupations were
associated with the food, drink and entertainment industry, four
with building and construction and three with the health
services. The others were mainly connected with shipping,
transport, and the arts. Whitehead and Simpkins (1983) also
looked for predictive factors of high risk occupation, finding
eight employer characteristics significantly related +to
indicators of alcohol problems, confirming earlier criteria. The
two most important factors were inexpensive access to alcohol at
work and social pressure to drink at work. These broad
conclusions are also sﬁpported by studies in other European

countries (WHO 1989).

Environment Outside Work and Genetic Characteristics

Several studies have shown that social and cultural factors
may influence the onset of alcohol problems and their subsequent
development. Factors such as leisure interests, family ties and
religious interests are largely outside the control of the
employer, but may affect the risk of alcchol problems at work
(Janes and Ames 1989). Gorman (1988) examined the impact of
stressful life events outside work on the development of alcohol
problems in relation to the type of occupational characteristics
of workers. Stressful life events are more likely to lead to
alcohol problems 1in conjunction with availability, social

pressure to drink, freedom from supervision and collusion by

17



colleagues at work. Genetic factors have also been identified.
The children of alcoholics are at higher risk of developing
alcohol problems and are more likely to develop alcohol problems
at an earlier age than in the general population (Svikis &

Pickens 1989; Blane 1988).

1.5 Summari

It is apparent from the evidence discussed in this section
that detail is lacking on the nature and extent of alcohol
related workplace problems. The variation in cost figures partiy
reflect inédequacies in the data. Despite these limitations,
workplace studies have identified a substantial adverse effect
of alcohol on safety, sickness absence and productivity at the

workplace.

2. TYPES OF WORKPLACE POLICIES

Industrial initiatives require planning, co-operation and
staffing, involving capital and current expenditures by firms.
Different types of potential policy responses in the workplace

are now examined together with a summary of the current policies

operating in the UK. Alcohol workplace policies have three
characteristics:
Specificity: Whether the alcohol policy is separate from or

integrated with other health and support policies
provided by the employer.

Incentives: Whether the incentives are based on self-referral,

supervisor confrontation, or company wide bonus
schemes.

18



Services: Whether the treatment and support services are
provided within the company, contracted in or
based on voluntary and public services.

2.1 Specificity and Services

Most European policies follow the disciplinary structure of
the USA Employee Assistance Programme (EAP) model, developed in
the 1970s. EAPs are formal written policies with agreed
procedures, designed to help employees with a range of problems
which affect performance at work, but the alcohol policy is
usually the central component. They arose from early alcohol
specific policies run by members of Alcoholics Anonymous who
persuaded former employers of +the cost efficiency of
rehabilitating alcoholic employees. USA state funding and rising
health care costs led td a rapid increase in the number of EAPs
from 500 in 1973 to 10,000 by 1986 (Harig 1989). American
surveys indicate that up to 50-60 percent of major corporations
have alcohol programmes and that the likelihood that a company
will have a policy is positively related to size (Bernstein &
Mahoney 1989). More than 50 percent of USA worksites surveyed
with more than 750 employees had policies, compared to only 15
percent of worksites employing between 50 to 99 employees (ODPHP

1987).

Roman (1988) identifies four types of EAP. Internal
programmes are favoured by large corporations and are staffed by
company employees who carry out assessment after a self-referral
or referral by a supervisor. Counselling and treatment are then

provided by external services. External programmes rely on
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contracting assessment services from the private sector. Most
UK policies rely on identification within the workforce, but on
professional assessment and treatment within the NHS. Trades
unions tend to rely on peer referral while professional groups

rely on censure from the licensing body.

Most UK policies are formal and alcohol specific but some
cover substance abuse, and a few are based on the broad brush
approach to health prevention. The majority are found in large
corporations, often a USA subsidiary, a company with strong
public sector connections, or within the public sector itself.

No reliable data are available on the number of policies
operating or the proportion of the working population covered.
Evidence from surveys and known policies suggests that about 20
percent of the workforce are covered by formal policies.
Examples of large corporations with alcohol policies are British
Telecom, the Post Office, Marks and Spencers, Rolls Royce, Shell
UK, IBM and the drinks industry. Alcohol policies have also been
agreed in the Civil Service, in the NHS and in many 1local
authorities. The content of some of these policies are
summarised by Tether and Robinson (1986); Tether (1984); IAS

(1983).

2.2 Objectives and Incentives

The general stated objective of most formal workplace
policies is secondary prevention; to provide a route towards
counselling and treatment for dependent workers with a view to

rehabilitation. A further objective of prevention may be to
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educate the workforce about the nature of alcohol and the impact
of drinking on work activities, and to train supervisors about

the sensitivity of the issue.

The main incentive in nearly all formal workplace policies
is 'constructive confrontation' (Roman, 1988) where existing
workplace supervisors confront any employee whose productivity
has deteriorated. Any employee whose productivity fails to
improve is then referfed to a professional for evaluation. If
the employee is found to be a dependent drinker, they are offered
treatment and time off in place of disciplinary procedures.
Although the dependent drinker is defined in the policy as being
in need of medical help, alcohol problems at the workplace are
identified only as a change in productivity. If the employee
undertakes treatment but fails to improve productivity on return,

the final sanction is dismissal.

Figure 2 contains a flow chart identifying the main
characteristics of a workplace alcohol policy. Alcohol problems
which do not affect productivity will only be considered if the-
employee asks for assistance through self-referral. The
criterion for active intervention is therefore short run
deterioration in work performance, usually measured by
absenteeism, drinking at work and poor time-keeping and safety
records. However, alcohol problems which are not associated with
dependency, eg. single incidents of intoxification, remain simple

disciplinary matters, where the final sanction is also dismissal.
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3. ECONOMIC JUSTIFICATIONS FOR WORKPLACE POLICIES

To date, UK firms have either been unaware of the potential
costs of industrial alcohol problems or have been slow to make
the investment in an alcohol policy. In addition, attempts to
measure the success of workplace policies in the USA have
provided conflicting results. To explain the slow reaction by
employers in the UK and to explore the potential for increasing
the number of UK policies, it is useful to examine fhe nature of

efficient choice by employers.

Business decisions can be divided into current and capital
expenditure decisions. Current decisions are based on short run
costs, and capital decisions on the need for investment to
produce longer run returns. When combined, these decisions are
intended to improve company performance over time as measured by
profits. The maximum level of profits, measured by sales revenue
net of production costs, arises when the increase in revenue
generated by a decision just equals the cost of implementing the

action.

Introducing an alcohol policy in the workplace involves
additional current and capital expenditure by firms on personnel,
training, information, co-ordination, and administration, all of
which raise total costs. Any increase in costs not matched by
an increase in revenue will reduce profitability and in the long
run, the market value of the firm. Companies will not set up

alcohol policies unless the benefits are perceived to outweigh
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Figure 2

STRUCTURE OF WORKPLACE AILCOHOL
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the costs. The main route through which workplace policies
increase profitability is through reductions in the employment

costs in terms of wages and productivity.

Ideally employers will waﬁt to pay employees according to
productivity and at most at a level equal to the value that they
add to output. However, in reality, employees may be paid more
or less than this amount because it would be impossible to
monitor the actions of every employee at all times. For example,
the alcohol dependent employee may receive a salary for months
before a reduction in productivity is noticed. The four models
outlined below show how, under these circumstances, alcohol
policies within the workplace could lower employment costs,

providing benefits to raise profitability in the long run.

3.1 Human Capital Approach

A firm can be thought of as investing in what has been
called 'human' capital when it decides to implement an alcohol
programme (Schramm 1980). The difference between 'human' and
'physical’' capital is that 'human' capital is rented rather than
sold and that employees know more about the productivity of their
human capital than their employers. Human capital can usually
be increased through education and training, which will improve
performance over the life cycle. Under some circumstances, it
may be more cost-efficient to improve the performance of existing
employees rather than hire new staff. As with all investment
decisions, the expected net return is the deciding factor. This

approach is particularly relevant for firms who have already
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invested in the training of personnel.

Staff training usually involves the cost of providing
educational facilities and time off work, but can also take the
form of below average productivity while learning a job. This
is costly for the firm in the short term because the benefits of
training are realised after investment. However, if it is
assumed that employee productivity will rise after training for
the period of employment, it can be profitable to invest in
training over the longer run. During initial training, the
employee is paid at a loss as they receive more than the value
of their addition to output, but subsequent improvements in
productivity relative to the wage lead to a net benefit for the
employer. Training will be profitable if the wvalue of
performance generated over the expected employment period is
greater than the costs of training. However, the productivity
of an employee who develops an alcohol problem after training
will decline. This can result in a reduced return on training
if not a net loss. If the company provides an alcohol policy and
employees respond, a higher 1level of productivity may be
restored. However, to raise profitability, the gain in

productivity after treatment must exceed the cost of treatment.

Schramm (1980) argues that the firm has a choice of four
actions when it discovers employees with alcohol problems
affecting productivity: dismissal, time off for medical/social
intervention, postponement of action or toleration of

productivity loss. Dismissal is the most likely response when
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the employee is unskilled because the costs of hiring and firing
and the level of prior investment in training may be relatively
low. It may also be more likely in periods of high unemployment
because replacement costs are lower. Toleration or postponement
of action is more likely to arise when employee productivity is
thought to be higher than the wage, even when productivity is
obviously declining. The replacement of skill in this case may
be cbstly but the degree of toleration will depend upon the
lengthvof service rémaining. Alcohol problems amongst senior
management may be tolerated for these reasons. The decision to
give time off for treatment may only appear viable, therefore,
for staff who receive costly but intensive in-service training
and who are expected to remain with the company for a long

period.

The human capital approach provides one explanation as to
why some companies may not introduce formal company wide alcohol
policies. If the mix of employees is such that the typical
response to alcohol problems is dismissal or postponement and
toleration, an alcohol policy covering the entire workforce is
unlikely to improve company performance. The set up costs may
be high, involving trade union consultation, staff training or
the hiring of new personnel staff, and the dissemination of
information. These costs are more clearly identifiable and more
easily calculated than the benefits of workplace intervention.
Some companies may therefore prefer informal and minimal

policies.
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3.2 Performance Mcnitoring Approach

Loosely specified employment contracts may be widely used
by employers because they reduce the costs of generating
individual employee contracts and increase the benefits of
flexible job specifications. However, the cost of adopting this
type of contract over long periods is that the employer must pay
according to an average level of expected addition to the value
of output which may encourage employees to reduce their
productivity. Monitoring is therefore necessary, with or without
training, because employees know more about their own
productivity than their employers. Employers must rely on
observing indicators such as absenteeism, late arrival and
accident records which may not identify a safety hazard or low
productivity levels resulting from alcohol use untii the effects
are severe. The firm must then bear the burden of the cost of

dismissal, rehiring and a prolonged period of low productivity.

Managers could improve productivity by using inter-employee
monitoring, encouraged by group productivity incentives. This
applies to all factors affecting employee performance in addition
to alcohol abuse. The purpose is to identify a downward turn in
productivity before crisis levels are reached and to reverse the
trend for each employee where possible. In terms of alcohol
policies, the firm has a choice of three tYpes of action. It can
ban alcohol consumption on the premises, provide economic
incentives to all employees to alter drinking behaviour or
introduce formal intervention policies for problem drinkers. As

separate policies, they reflect the strategies of coercion,
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co~operation and constructive confrontation (Roman 1988).

A ban on.workplece drinking ﬁight effectively reduce alcohol
related accidents but have little impact on absenteeism or long
run deterioration in productivity. If workplace drinking is part
of ah established culture, enforcement may require stringent
penhalties ahd increased monitoring costs. Evidence from other
European countries suggests that oh-site consumption is a major
factor affecting wofkplace problems (WHO 1989). Although
American studies show thatk monetary incentives can alter
employees‘beheQioﬁr in healthrpromotion (Warner and Murt 1984),
therekis no‘e&idence that the productivity of participating
employees is higher than that of non-participating employees.
The most common response 1is the introduction of formal
intervention policies to encourage staff monitoring while

minimising the costs of dismissal and non-workplace consumption.

3.3 Labour Market Signalling Approach

If labour markefs worked efficiently, wages would provide
all the information that employeesineed to know about firms when
Searching for e 4job. Hohever, the problems of limited
information end monitoring suggest that the wages offered by
employers will often Vreflect the 'average wages and average
quality of employmeht in the industry, giving little indication
of the nature of emplo&ment in a specific firm. Potential
employees may look for additional signals about management skill
and the performance of prospective employers other than the wage.

Workplace alcohol policies‘could act as a signal of a firm's
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commitment to its employees, of its use of long run planning, and
of high workplace morale. Employees who place a high value on
the quality of employment will look for these signals, which can
in turn signal information about the prospective employee to the
employer. Signals of this type reduce the costs of search and
of making an incorrect decision for both the employer and the
employee, raising the level of expected net benefits from the
employment decision. Employers operating in highly competitive
labour markets, therefore, may be more likely to adopt workplace

policies.

3.4 Fringe Benefits Approach

Fringe benefits constitute compensation for employment not
paid currently as money. A firm can pay fringe benefits to
individual employees or to the whole workforce by providing
services like an alcohol workplace policy. The provision of
fringe benefits must involve a direct cost to the employer on
behalf of employees. A firm will pay fringe benefits rather than
money compensation, if non-money payments are the least cost form
of compensation. Economies in the provision of services to
employees are an incentive for employees to accept fringe
benefits. Companies may be able to obtain more favourable terms
on the purchase of insurance and health advice, for example,
because administrative charges are lower than for the individual
employee. This factor has been a particularly important element
in the provision of alcohol policies in the USA where employers

often carry the cost of insurance for employee health care.
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The payment of fringe benefits rather than wages always
restricts the choice of employees' spending. Employers may be
attracted to use this system of payment to alter employee
behaviour in’relation to productivity. A further motive is
potential reductions in tax contributions. If employees accept
the workplace alcohol policy as a fringe benefit, reduced tax
contributions can raise profitability by lowering current costs.
The implication is that alcohol policies must act as signals of
quality in addition to reducing employer costs. American surveys
suggest that both employers and employees view workplace health
promotion programmes as desirable benefits, particularly in
relation to morale and corporate image (Clement and Gibbs 1983).
However, alcohol policies are less likely to emerge as part of
a package of fringe benefits in smaller companies and in
countries like the UK where firms do not bear the direct cost of
providing health care cover. Companies with strong unions may
also be 1less 1likely +to 'adopt company wide fringe benefit

packages.

4. HOW SUCCESSFUL ARE WORKPLACE POLICIES?

4.1 Identifying the appropriate goal

The economic models outlined above provide several
justifications for the introduction of workplace policies.
Howevef, they are all based on the rationale thét the policy will
raise short run productivity and potential long run
profitability. There is no suggestion that the motive for

introduction should be a commitment to +the social goal of
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improved health and welfare. An employer may target health and
social welfare, but this behaviour is only predicted where it
acts as a competitive signal, lowers internal organisation costs,
aids employment policies and reduces associated expenditure.
However, if it is argued that workplace policies should be used
as part of a population wide health policy, there will be two
distinct criteria on which to judge the success of workplace
alcohol policies: the industrial goal of improvements in
productivity, and the wider social goal of successful
identification and rehabilitation of problem drinkers. These two

goals can easily be confused in evaluation studies.

Workplace policies may be the most effective method of
identifying and rehabilitating dependent drinkers compared with
other treatment systems. Employers not only maintain a regular
appraisal of individual behaviour on a day to day basis, but
evidence suggests the most accurate predictor of long-term
outdome of treatment is compliance with tréatment by individuals
who are forced to do so in order to retain employment (Wright
1989; Allsop and Beaumont 1984). However, the emphasis on job
performance and self-referral as the criterion for intervention,
is likely to result in many dependent drinkers being overlooked.
Managers and all female employees are less likely to be
identified as problem drinkers, and younger workers with limited
service records are less likely to return to satisfactory job
performance. Male employees and unskilled workers with alcohol
problems are less likely to be self-referrals (Reichman et al.

1988; Macdonald et al. 1989; Walker and Shain 1983).
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A conflict between the medical justification for
intervention and the disciplinary incentive for compliance can
be found in the design of formal written alcohol policies based
on the EAP model. The medical criterion for intervention is
based on a definition of loss of individual control, whefeas the
incentive to comply depends on the existence of individual
control. Even if the employee co-operates or volunteers, the
criterion for monitoring remains improved job performance.
Productivity improvements may or may not occur whatever the
outcome of treatment in terms of drinking behaviour. It is
uniikely therefore, given the structufe of EAP based policies,
that both goals can be efficiently échieved by workplace

intervention.

4.2 Measuring Success

Economic evaluations of workplace policies have generally
measured net returns as the benefits of improvements in work
performance (reductions in absenteeism, productivity, and
sickness absence, etc) rather than improvements in health status,
net of the monetary cost of implementing and running a policy.
It has been estimated that the annual net return for USA firms
on every dollar invested in alcohol workplace policies is between
two and seven to one (Shahandeh 1985). The net return calculated
in short period costing studies is the value of the annual per

capita policy benefits over the annual per capita policy costs.
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Table 3 Net Present Value Method

Policy Benefits Policy Costs

Averted costs (k) Expenditures (k) for
for every for every

individual (i) using the individual (i) using the
policy in year t policy in year t

Cl. Premature replacement El. = Direct
costs after dismissal or Expenditures
death.
C2. Costs of excess absenteeism E2. = Indirect
Expenditures

C3. Costs of lower productivity
due to inefficiency

C4. Costs of sickness absence
and medical care

C5. Costs of disability payments
Oor insurance cover

Individual policy benefit

PBi = r Cki
k=1-5

Annual individual benefit

PBt = X I Cki
k=1-5 i=1-n

Present value of
total policy benefit
PB* = ¥ PBt
t=1-m (l_+r—) t

Net Return = PB* - PC¥*

Individual policy cost

PCi = £ Eki
k=1-2

Annual individual cost

PCt = £ I Eki
k=1-2 i=1l-n

Present wvalue of
total policy cost
PC* = I PCt
t=l-m m_ ) t

A more sophisticated model for evaluating the return on
industrial investment in alcohol policies would involve
estimating the long run net return. Swint et al. (1978) devised

a cost-benefits model that could be used for retrospective or
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prospective evaluation of workplace policies. The present
discounted value (where 'r' is the interest rate) of the costs
and benefits in each period are Calculated to determine the net
impact on profitability in the 1long run. In this way, the
introduction of a workplace alcohol policy could be compared with
any alternative investment proposal. Costs are defined as direct
expenditure on the alcohol policy and indirect costs of work-time
lost following the policy, discounted for the years in operation
(m). Benefits, as shown in Table 3, are the discounted value of

averted costs derived from the policy for each individual (i).

The cost side of the calculation is probably the most simple
to quantify retrospectively from company records, or to project
as future expenditures. The benefit side requires information
on the rate of excess absenteeism, inefficiency, mortality,
unemployment and sickness absence amongst policy users. Data on
risk factors in the UK are limited, where available épecific
company records are often incomplete, and there is no clear
methodology for evaluating these benefits as shown in the
discussion on total costs to industry. However, evidence from
American company studies shows that workplace policies are often
cost-effective. Unfortunately, studies are rarely comparable and
suffer from a variety of methodological defects (Babor et al.
1986; Kurtz et al. 1984). The most common defects are lack of
experimental controls, lack of objective measures of success and

the inappropriate use of short follow-up periods.
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Some American studies have found negative or low level of
returns from investment in workplace alcohol policies. (wélker
and Shain 1983). One interpretation of theserresults is that
earlier studies overestimated the benefits of imprerd
productivity. However, it is more likely that the rate of uptake
of assistance at the workplace slows down as the original pool
of dependent employees in need of help declines. As the effects
on productivity and medical costs decline over time, the less
tangible benefits of improved employee morale, work relations and
company image may increase. In addition, the value of continuing
education and knowledge of alcohol problems is not includéd.
These non-monetary or intangible benefits are particularly

difficult to wvalue.

Other intangible benefits have also been excluded. Sapolsky
et al. (1981) found that employers used workplace programmes to
recruit and retain employees because they enhanced employee
morale and corporate image. The rising importance of these
intangible benefits in the USA, and potentially in the UK, may
be due to increased competition in labour and product markets

resulting in wider use of fringe benefits and signalling devices.

The potential for an increase in the number of workplace
policies in the UK depends upon thé extent to which employers are
informed about the costs of alcohol and the extent to which
longer run intangible benefits become more important than short
run investment cost factors in the investment decision of UK

firms. The emphasis on intangible benefits will be greater when
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there is 1little slack in the labour market, the level of
organisation of labour is limited, health care costs are an
important consideration to employees ahd.where’the responsibility
for health care costs in employment rests mainly on the employer.
In the American market, health care costs are borne by many
employers, turnover costs in employment are high, union power is
limited, and the costs of legal redress are high. The issue of
property rights for employers to insist on compulsory alcohol and
drugs testing is still being contested. In the light of these
féctors, the emphasis on longer run medical intervention instead

of short run profitability may be limited in the UK.

Table 4 Benefits of Alcohol Workplace Policies
and the Major Recipient in the UK

Tangible & Intangible The The Other People
Benefits Employer Employee or Employers

1 Improved productivity:
Training/turnover + +
Absenteeism + +
Efficiency + +
Accidents + + +
Goodwill/morale +

2 Premature mortality avoided + +

3 Reduced health costs : + +

4 Reduced disability/ +
Welfare payments

5 Reduced domestic problems + +

6 Reduced RTA's/
Other accidents + +

7 Reduced crime +

8 Unemployment , + +
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A final factbr affecting the outcome of any economic
evaluation of workplace policies is the inclusion of 'spillover'
effects in the calculation. Spillover effects are the costs and
benefits generated for other people and firmslby the workplace
policy which are not valued by the company. For example, workers
in companies with policies may be more aware of alcohol problems
and potentially more productive.» If these employees leave for
jobs in companies without policies, soﬁe of the benefits of the
investment will be available for other firms who do not have to

pay for them.

In the UK, the benefits of reductions in health care costs
for the NHS are spread across many taxpayers but are not included
inithe firm's investment evaluation. The extent of private cover
for alcohol dependency is also limited. In the USA; most States
enforce mandatory partial company insurance reimbursement for
alcohol dependency treatment, so that firms pay most of the cost.
The typical benefits to the employer for inclusion in an
evaluation of a UK company alcohol policy are identified in Table
4. These benefits are defined on the basis of the goal of
, improvements in 1long run profitablity rather than health

outcomes.

Premature mortality is a factor often included as a direct
effect on employers in total cost studies. The human captial
approach is valid only when there is no unemployment and when the

value of foregone earnings reflects the social value of the life
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lost. Individual employers are unlikely to include benefits of
longevity in investment decisions as these will largely accrue
to future employers. In addition, chronically ill employees are
likely to have left the payroll before their death, in which case
the employer is concerned with minimising turnover costs. If the
value of premature death is not included in the evaluation of
industrial costs of alcohol abuse in the UK, total costs measured
by industry would bé reduced by more than 40 percent. (See

figures in Point 4 of Table 1).

Any evaluation of the cost-effectiveness of preventive
health policy based on workplace policies should, however,
include the spillover benefits. It has been argued that European
workplace aicohol policies have failed in terms of the health
goals of reduced consumption because they lack primary
preventidn, particularly steps to reduce alcohol consumption at
work and provide health education (WHO 1989). From the
productivity goal of the firm, however, it would be inefficient
to introduce these aspects if most of the benefits fall to other
firms and individuals, making the net return negative. In the
light of the conflict between medical and productivity goals in
the workplace policy, it is important to identify clearly the

goal of the policy before attempting an economic evaluation.

5. SUMMARY
Alcohol consumption at moderate or excessive levels can
generate costs which will be borne by the employer. These costs

may arise not only through employee alcohol consumption at or
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during work time, but also through inappropriate'consumption away
from work. The costs are mainly those of lost productivity
created by reduced efficiency, increased sickness absence and
absenteeism, reduced returns on training, and increased rates of
accidents and injury for which the employer may be held
responsible. A recent estimate of the wvalue of UK output
associated with days lost alone in 1987 was in excess of £1.7

billion.

Survey results show that the majority of employees drink and
that even moderate drinking patterns are associated with
increased risk of accidents and injury, with poor decision-making
and with reduced efficiency after 1lunchtime drinking or
hangovers. About one in 10 male employees are thought to be
problem drinkers taking up to 40 percent more sickness absence
than other employees. The majority of dependent drinkers are
employed and it has been estimated that about 160,000 working
life years were lost in the UK in 1986 because of premature
mortality due to problem drinking, the equivalent of the full-

time working lives of 2,500 people.

Non-work factors such as divorce and other family problems
have been shown to influence the onset of alcohol problems for
any employee. All employees, therefore, could potentially bring
alcohol related problems to work. However, the characteristics
of some employees and employers may generate higher than average
risk of experiencing alcohol related problems at work. Younger

male workers, workers in occupations or jobs where alcohol is
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available at work, managerial and commercial employees in
oceupatiohs where‘alcohol consumption is socially acceptable,
werkers who are free from supervision or in an envirenmeﬁt of
traditional collusioﬁ, and employees who considef their work to

be monotonous or stressful, are at higher risk.

The costs of alcohol to employers in the USA are
particularly high'becetse of the sfatutory requirements in most
States to provide medical cover for alcohol related illness.
About 60 per cent of USA corporations have introduced formal
alcohol policies in an atteﬁpt to feduce employer costs. Only
20 perCeht of UK companiee are thought to have similar policies.
Workplace policies are designed to identify the problem drinker
at an early stage and to provide treatment'and couneelling
Without loss of job'stetus. The eﬁployee is usually confronted
initially by a supervisor or manager oﬁly if their productivity
has begun‘to decline. if alcohol preblehs afe diagnosed by a
qualified professional, treatment is offered; DiSciplinery
procedures are only sfarted if the employee fails to comply or

if productivity continues to decline.

The economic case for workplace alcohol policies can be made
on the basis of the cost-efficieney of improvements in
productivity' alene. Employers arek interested in meximising
profits and productivity in the long run. Although intfoducing
a policy involves additional curfent’and eapital costs, the net
return may be posifive in the klong run. The benefits of

specialised training can be recouped, the costs of dismissal and
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hiring avoided, policies may act as fringe benefits and cost-
effective signals of efficient management, attracting employees

in short supply.

The cost-effectiveness of alcohol workplace policies,
however, can only be determined through empirical evaluation.
Some USA study results show a net return of seven to one for
every dollar invested in alcohol workplace policies. However,
other studies have shown conflicting results. Part of the
explanation lies in the statistical defects of some economic
studies, and part in the way that the goals of workplace policies
and hence the measures of successful outcomes are defined. It
has been argued that alcohol workplace policies may be effective
and cost-efficient health prevention policies. Because the
successful outcome of an alcohol health policy is controlled
drinking rather than increased productivity, different benefits
enter the economic evaluation and a clear distinction has not
always been made. Benefits generated for the employee, family
and society would be included in an evaluation of a health policy
but not in an evaluation of the net returns to the firm

introducing a policy to increase productivity.

In order to assess the cost-effectiveness of increasing the
number of alcohol workplace policies in the UK, careful
evaluation is essential. Future company studies should follow
the criteria for economic evaluation under appropriately and
explicitly stated goals, using robust statistical techniques.

Such studies cannot be undertaken without more precise company
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data on the impact of policies on absenteeism, productivity and
other indicators of workplace costs. On a more general basis,
better quality data on the number and type of policies existing
in the UK, and on company reasons for implementing policies are

a necessary base for any further analysis.
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