
EXPLOR ING  THE  FUTURE  OF  WORK

Why the Stakes Are Rising
It has never been more important to have a healthy workforce. Healthy employees bring costs

down by requiring fewer medical interventions and prescription drugs and may also be more

productive. The global business environment has meant that businesses must continually

increase worker productivity in order to remain competitive. Recent SHRM research indicates

that efforts to increase worker productivity are also one of the most common ways HR profes-

sionals say their companies try to offset the high cost of health care. Therefore, promoting good

health among their employees has exponential benefits because it enables employers to simulta-

neously bring down health care costs while increasing worker productivity. 

Targeting the Precursors to Serious Health Conditions
Though preventative health care has included many factors, several health concerns are believed

by medical experts to act as precursors to a wide variety of illnesses. Although employers will

continue to use preventative health interventions to manage a variety of chronic illnesses, HR

practitioners may increasingly narrow their focus to target just a few of the most important poor

health precursors. The likely issues to be covered in these efforts are obesity, smoking and other

forms of substance abuse, and possibly stress if a strong enough case can be made between job

stress and expensive illnesses such as heart disease, mental illness or alcohol and drug abuse. 

Rethinking Preventative Health Care
Preventative care has often focused on treating precursors to serious health conditions. But even

treating these “precursor” health issues that have not yet developed into a full-blown illness is

much more expensive than preventing them in the first place. Therefore, many companies that

are increasingly desperate to bring down health care costs may be starting to take a step back to

look at eliminating the risk factors that may eventually lead to disease. To do this, some compa-

nies take a more radical approach to preventative health care. Rather than offering separate pro-

grams aimed primarily at those with existing health conditions or their prerequisites, HR

professionals at these companies may increasingly consider changing a wide variety of factors,

including work design and work organization, in an effort to embed healthy behavior within the

course of daily working life.

Employers’ stake in the health of their employees and public health in general is growing, mainly

due to the high cost of health care and the need to get as much productivity as possible from

employees. Some of the highest health costs in both financial and human terms are caused by dis-

eases, such as heart disease and cancer, that in some studies have been linked to related conditions

such as smoking and obesity. Therefore, many human resource professionals are focusing on pre-

ventative health care aimed at several of these factors—obesity, tobacco use, alcohol and substance

abuse—and at managing chronic illnesses. But though the concept of preventative health care has

been around for some time, the number of Americans struggling with health problems related to

these factors has not changed significantly enough to lower health care costs which continue to rise.

HR professionals, therefore, may begin to take a more aggressive approach to preventative health

care. 
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Why the stakes are rising
For U.S. employers, the health of their business is increasingly

linked to the health of their workforce. This is due, in large part, to

the increase in health care costs. The last decade has seen an

increase in productivity rates, but as human capital becomes a

greater component of overall company worth, it may become more

difficult to improve productivity without building in strategies that

place employee health and well-being as the most crucial element

in productivity. Employers and HR professionals are not the only

ones thinking about the role of work in public health. Policy

makers, shareholder activists and grassroots campaigners are

calling on global businesses to work toward promoting community

health in the communities and countries where they do business,

especially in developing countries where existing public health

infrastructure is weak. 

Even in industrialized countries, overall health does not always

improve over time. For example, men living in the former USSR

and some other Eastern European countries are actually

experiencing declines in life expectancy in spite of medical

advances—due, in part, to increases in psychosocial-related factors

such as alcohol abuse or suicide. Here in the United States, public

health improvements appear to have leveled off since 2000,

according to the annual America’s Health: State Health Rankings

report. In this case, the main factor contributing to the plateau in

health improvements appears to be obesity, which has increased by

an incredible 97% since 1990 alone.

Increase in health care costs
According to the Organization for Economic Cooperation and

Development, the United States spends more than any other

country in the world on health care both in average costs per person

and in proportion of Gross Domestic Product (GDP). Because most

individuals in the United States who have health insurance receive

it as part of their employee benefits package, U.S. employers are

feeling the squeeze of double-digit increases over the last few years.

In the face of such pronounced cost increases, a growing number of

businesses, especially small employers, are ceasing to offer health

care insurance as part of their benefits packages. 

Even employers who continue to offer health insurance are

changing their plans in response to these rapidly increasing costs.

A recent survey of HR professionals by the Society for Human

Resource Management (SHRM) found that 75% of employers

changed their health care plan design in 2002 or 2003. The

overwhelming reason for changing health care plan design was the

growing cost to the employer—and the most common changes

reflected this as more costs were shifted to employees in the form

of increased copays and/or coinsurance, increased payments for

prescription drugs, increased participant costs and increased

deductibles (see Figure 1). Costs are expected to continue to

increase by as much as 10% or more over the next year.

Though there are many factors related to increasing health care

costs, HR professionals are focusing in on some of the key areas of

expenditure. Because a relatively small percentage of patients
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Figure 2 Strategies to Encourage Healthier Behavior

Figure 1 Changing Health Care Plans

TOP FIVE REASONS FOR CHANGING HEALTH CARE 
PLAN DESIGN (274 RESPONDENTS)
Cost to employer 87%

Cost to employee 46%

Overutilization by participants 15%

Design did not fit total compensation objectives 8%

Lack of plan choices 8%

TOP FIVE WAYS IN WHICH HEALTH CARE 
PLAN DESIGN HAS CHANGED (276 RESPONDENTS)
Increased copays and/or coinsurance 69%

Increased amount plan participants 
pay for prescription drugs 68%

Increased participant cost 65%

Increased deductibles 52%

Switched providers 31%
Source: Adapted from SHRM® Health Care Survey Report



account for a fairly high proportion of overall U.S. health spending

annually, preventative measures that help only a small proportion

of employees could still have a major impact on employer health

care costs overall. The SHRM® Health Care Survey Report showed that

the majority of companies offer health care plans that provide

participants with incentives to encourage healthy behavior (see

Figure 2). But less than half reported preventative care offerings.

With health care costs growing at an alarming rate, more HR

professionals may look to preventative care offerings in an attempt

to bring costs down, but only if there is strong evidence that they

work. This same issue will lead others to reexamine how well

existing incentives are working.

Need for productivity to offset health care costs
Other SHRM research looks at what adjustments organizations are

planning to make in 2005 to offset the cost of employee health care

coverage. An increase in expectations of employee productivity

was the number one issue that HR professionals said their

organizations would be focusing on as a way to counterbalance the

cost of employee health care coverage (see Figure 3). Here again,

employers’ stake in the health of their workforce has grown.

Especially in a business environment where so much is riding on

the quality and productive capacity of an organization’s human

capital, a healthy workforce could simultaneously bring down one

of the business’s highest structural costs by decreasing the amount

spent on health care, while at the same time increasing profits

through higher productivity. 

This is even more important when considering that the other

adjustments organizations consider making to offset health care

costs may have a direct impact on their ability to compete—e.g.,

increases in the costs of consumer services and products or

decreases in their hiring of new staff. 

An SHRM®/CNNfn Job Benefits Survey revealed that health

care/medical benefits are by far the most important type of benefit

that determines worker satisfaction with their jobs, so employers

risk their ability to recruit and retain a talented workforce if they

decrease the amount of coverage they offer. Even when compared

with relatively high-wage countries, U.S. employers are faced with

some of the highest structural costs in the world, largely due to

health care costs, and are desperate for some way to bring costs

down. Though finding ways to increase productivity will continue

to be one of the most critical factors keeping U.S. businesses

competitive, it will not be enough to stay ahead in a global business

environment if productivity gains are immediately absorbed into

offsetting the highest health care costs in the world.

Growing awareness of the role work plays in promoting
a healthy lifestyle
Because U.S. employers are investing so much of their earnings into

health care, the health of their employees has evolved from an issue

that concerned few outside of the human resource department to

one that has the attention—or should have the attention—of every

member of the organization, from the most senior executive leaders

to ordinary employees, because of its direct impact on profits and

wages. 

Though many employers are offering incentives to employees

for healthy behavior, there are limits to how much employers can

influence their workforce outside of working hours. But many

companies are gaining a growing appreciation of how much can be

done to improve employee health by making changes within the

workplace. Rather than trying to change individual behaviors, HR

departments are working with other stakeholders to look at ways

to alter work organization, workplace design, in-work health

education programs and other interventions to promote healthy

behaviors, as well as to isolate the most important health threats

and devote targeted efforts at these issues. 

Corporate social responsibility and public health
There are two ways the corporate social responsibility (CSR) issue

seems to be developing in relation to employee health. One is

pressure on global businesses operating in countries with an

otherwise poor public health infrastructure to invest in health

initiatives for their workers, especially where diseases such as

HIV/AIDS are widespread. The other is the growing criticism

leveled against a handful of high-profile organizations viewed by

the public as neglecting the health care needs of a large proportion

of their workforce, either through not providing health insurance or
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Figure 3 Covering the Cost of Health Care

TOP FIVE ADJUSTMENTS ORGANIZATIONS ARE LIKELY 
TO MAKE OVER THE NEXT 12 MONTHS TO COVER 
THE COST OF EMPLOYEE HEALTH CARE COVERAGE

1. Increase expectations of employee productivity  

2. Increase the costs of consumer services/products 

3. Decrease other employee benefits (e.g., retirement benefits,
retiree health care coverage, pension, etc.) 

4. Decrease hiring of new staff 

5. Decrease employee salaries/raises 

Source: Adapted from SHRM Weekly Online Survey: Health Care and How
Organizations Plan to Adjust to Increased Costs
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by offering programs that are too costly for many of their

employees to take up. Though it is unclear if this will have much of

an effect on customers’ views of some corporate brands, in some

cases it could call attention to some states’ claims that public health

care programs are being overburdened because more and more

employers are not providing adequate health insurance for their

employees. Because the number of individuals and families without

health insurance continues to climb, these kinds of pressures are

unlikely to let up.

Targeting the precursors to 
serious health conditions
HR professionals faced with the problem of balancing rising health

care costs against the importance of health care benefits in

recruiting and retaining a high-quality workforce are asking the

question of how to bring down health care costs as much as

possible without eliminating health insurance or shifting too many

costs onto employees. For many, the answer may increasingly lie in

promoting the good health of their workforce.

One of the ways that HR professionals may change their

approach to promoting employee health is by being much more

focused in their efforts. Because a relatively small group of factors

can lead to a large number of health problems, these focused efforts

are likely to begin with the conditions considered precursors to the

most common serious illnesses. Key conditions that are consistently

linked with a wide variety of serious illness are obesity, smoking

and other forms of substance abuse and, to a somewhat lesser

extent, stress. By concentrating efforts on these factors, HR

professionals will be attempting to eliminate the precursors to the

chronic or catastrophic illnesses that cost employers the most. 

Obesity
Perhaps more than any other factor, employers using preventative

health care strategies may be starting to focus their attention on

obesity. Federal statistics show that more than half of Americans are

now either obese or overweight. According to recent research,

obesity costs in the United States totaled up to $92.6 billion. Obesity

is linked to many of the most serious, deadly and common diseases

in the United States, such as Type 2 diabetes, heart disease and some

forms of cancer. Because of this, obesity is one of the greatest threats

to public health and has therefore always been one of the most

important health issues that employers focused on. But a growing

awareness of the impact obesity has had on health care costs overall

is likely to add a new urgency to the drive to reduce obesity.

Recent research from Emory University attributes more than a

quarter of the growth in health care spending over the last 15 years

to obesity, and with obesity rates continuing to climb, obesity-

related health problems are expected to increase in the coming

decade. According to the study, medical bills for obese individuals

constituted 27% of the growth in overall health care spending

between 1987 and 2001, but some experts suggest that the numbers

could be even higher. Preventative health care programs aimed at

overweight employees are common, but the fact that the number of

obese Americans continues to climb is making many experts

question the current wisdom of dealing with the issue, as, overall,

measures seem to be having little, if any, effect. 

Therefore, an important consideration in dealing with obesity

will be greater understanding of its underlying causes. For HR

professionals, finding out if and to what extent work-related issues

and behaviors contribute to obesity will be crucial, because their

influence will be limited in other arenas. Another important factor to

consider is that obesity is much harder to treat than to prevent. So,

steps taken to target the causes of obesity, rather than offering

treatment alone, may be more effective in bringing down costs in the

long run. This is an important shift in thinking about preventative

medicine overall. Until now, much of the spotlight has been on

individuals with either an existing health condition or a key

precursor to common health problems. But shifting this emphasis to

the causes of obesity, rather than the overweight individuals

themselves, is a major change in mindset that requires a much more

comprehensive view of the obesity crisis and its potential solutions.

Even though prevention of obesity is more cost effective than

treatment, successful treatment of obesity does save costs. One area

that has been receiving more attention recently is stomach

reduction and gastric bypass surgery. A recent study found that

these kinds of procedures not only help the extremely obese lose

weight but also help alleviate several serious health conditions such

as Type 2 diabetes and high cholesterol levels. Because these

conditions can lead to even more serious health problems, the

successful treatment of obesity through surgery may come to be

seen as an important preventative procedure. Other research

indicates that weight-reduction surgery in so-called morbidly obese

patients—those 100 or more pounds overweight—decreases long-

term direct health care costs.

Currently most employers’ health care coverage does not pay for

employees to undergo bariatric procedures/gastric bypass surgery,

but an expected increase in both the number of morbidly obese

individuals and, as a result, demand for the procedure could change

this. SHRM research found that 34% of HR professionals said that

they had seen an increase in employee requests for bariatric/gastric

bypass surgery over the last 12 months alone (see Figure 4). 

Smoking
Alcohol and drug use disorders are second only to mental illness as
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Figure 4 Coverage and Use of Bariatric Procedures

Does your organization’s health care
coverage pay for employees to undergo bariatric
procedures (stomach stapling or gastric bypass)

for weight loss?

Has there been an increase in employee
requests for bariatric surgery

(stomach stapling or gastric bypass)
in the past 12 months?*

Yes
23%

No
77%

Yes
34%*

No
66%*

*Based on respondents who indicated that their organization covers the cost of bariatric surgery.
Source: SHRM Weekly Online Survey: Bariatric Procedures for Weight Loss and Health Care Coverage
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leading causes of disability in the United States, Canada and

Western Europe, according to the World Health Organization

(WHO). Health care costs associated with smoking alone cost

Americans over $90 billion, roughly on par with obesity costs. A

collaborative report from researchers from the Harvard School of

Public Health and WHO finds that by 2020 tobacco will kill more

people than any single disease. As a result, wide-reaching smoking

bans that prohibit smoking anywhere on company property, such

as recently enacted by the federal Health and Human Services

Agency on all of its campuses, may become more common.

The legal and ethical issue of lifestyle discrimination has been

precipitated in some states by a small number of companies that

specify nonsmokers in their hiring policies. Currently 29 states

prohibit employers from refusing to hire workers for private, legal

behaviors such as smoking, drinking or overeating, but more could

follow as the issue of lifestyle discrimination becomes more widely

recognized. 

Stress
Stress has been linked to several diseases that have a major impact

on health care costs and employee productivity, including several

of the most expensive to employers—heart disease, mental illness

and substance abuse. But because the direct role of stress in these

diseases is not entirely clear, human resource professionals may be

hesitant to propose major steps to address job stress until a clear

link is made between key aspects of work organization and job

stress leading to illness. For this reason, businesses are more likely

to make more drastic changes aimed at health risk factors that are

viewed as mainly physiological, such as obesity or smoking, than at

an issue like stress which many may view as more psychological

and more difficult to address. 

Although the link between stress and certain illnesses is not

entirely clear, there is enough evidence that shows it may be a factor

in some of the most deadly and expensive diseases that affect

employees. According to the American Heart Association, more

and more evidence suggests a link between psychosocial factors—

including job stress—and cardiovascular disease. Another

important factor is how acute and chronic stress affects other

behaviors or factors related to heart disease, such as smoking,

physical inactivity, overeating, high blood pressure and high

cholesterol levels. Though more research is needed to establish how

these factors are linked, the fact that heart disease is the number one

cause of death in the United States and represents a major

proportion of health care spending gives employers an enormous

stake in its prevention.

There are similar unknowns regarding the role of stress and the

causes of mental health impairments. Obesity may be the fastest

growing health threat, but the most widespread ongoing health

problems in industrialized countries continue to be mental illness

and, closely related to this, substance abuse. As the leading cause

of disability, mental health impairments have a more devastating

impact on productivity than any other health condition—

depression alone costs employers more than $30 billion in lost

productivity each year. As more employers recognize the impact



of mental illness on productivity, more concerted efforts to

address job stress and promote stress-reducing employment

practices may result. Some of these may relate to ergonomic

issues, such as reduction of noise levels, others to work/life

balance policies, as there seems to be growing evidence that more

individual control over work and personal time helps support

mental health. SHRM research on job satisfaction raises the link

between stress and feeling safe and secure in the workplace. This

issue rose in importance in 2004 and is now the most important

job satisfaction factor for women. Feeling unsafe in the workplace

may be a growing source of job stress and an issue human

resource professionals must increasingly take steps to address.

Rethinking preventative health care
The fact that many of the most significant factors that have been

linked to chronic diseases continue to grow in spite of the use of

preventative health care programs may be causing a shift in the

way HR professionals understand and use the concept of disease

prevention. This new approach may attempt to embed healthy

behaviors into the everyday working life of all employees, rather

than solely concentrate on the identification and treatment of at-risk

groups. However, this does not mean that focused efforts on at-risk

groups are likely to cease. If anything, HR professionals may be

stepping up their efforts to help at-risk groups. What may be

emerging is a two-pronged approach with more customized and

intensified efforts aimed at high-risk groups along with broader

strategies aimed at making everyday working life healthier for all

employees. 

Sharpening existing efforts
Chronic disease management is a good example of the ways in

which HR professionals are focusing their efforts in preventative

health care. Because employees with chronic illnesses represent such

a large proportion of employers’ overall health care spending,

efforts to manage chronic illnesses are likely to become more

advanced and to involve a wide variety of initiatives. Disease

management programs are likely to continue to focus on a core

group of the most common health problems—diabetes, coronary

artery disease, asthma, depression and possibly cancer (though

cancer is not yet viewed as a chronic illness, many specialists believe

that advanced treatment will eventually lead to, if not a cure, a level

of treatment that enables cancer to join the list of manageable but in

some cases chronic illnesses). Many chronic disease management

programs seem to be stepping up the emphasis on health education

as a way for at-risk groups to manage health conditions effectively.

Patients with recurring problems may be referred to more in-depth

treatment programs involving a number of different specialists.

The role of employee assistance programs (EAPs) may also grow

as preventative care programs targeted around specific chronic

diseases are developed and as the importance of health education

increases. Though EAPs originally generally offered assistance to

employees with drug and alcohol abuse problems, they now cover

many more issues. As the use of EAPs continues to grow and the

number of services expands, EAPs may be increasingly involved in

preventative or proactive health programs. According to SHRM

research on health care, 75% of organizations already utilize their

EAPs as a way to encourage healthy behaviors among employees.

Along with the development of EAPs, employers may increasingly

foster partnerships with medical centers to create more targeted

and better-resourced chronic disease management and health

education programs for their employees. Many large employers

have already established such partnerships.

Better management of information through the use of

information technology will be critical in tracking the success of

chronic disease management programs. Some experts believe that

the productivity gains that information technology has been able to

bring about in the rest of the economy have yet to be fully realized

in the medical sector. Employers’ demand for information that

helps them track and analyze results of proactive health

interventions could help drive the development of more

sophisticated information management systems. 

Reconsidering the role work plays in health
Along with focusing efforts on the most expensive chronic illnesses

and their precursors, employers may also broaden their view of the

role that work plays in health. Potentially the area that will receive

the most attention in this regard is the role that work plays in either

encouraging or discouraging physical activity. Research shows that

certain work-related factors play an incredibly important role in the

development of some negative health factors, chronic diseases and

even early death. 

For example, researchers at Rand Corp recently analyzed the

health of Americans in 38 U.S. cities and found that those living in

spread-out urban areas were much more likely to suffer from

chronic health problems than those living in more compact cities.

One reason may be because these individuals are less physically

active as they have fewer opportunities to walk over the course of

a normal day. Rates of some of the most expensive and deadly

chronic diseases, such as asthma and arthritis, increased with the

degree of sprawl, or in other words, rates of these diseases

decreased in more dense urban localities. Residents of some of the

most spread-out cities were likely to die as much as four years

earlier than those of the most compact cities. 

The role of location in determining the levels of chronic disease
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within the workforce is only slowly coming to be recognized. But

some HR professionals are leading the efforts to leverage the health

benefits of well-designed urban spaces by integrating designs that

optimize physical activity into their own business locations. In the

not-so-distant future, employers may weigh the financial savings of

locating themselves in suburban office parks or high-sprawl

locations against the costs this may represent in the form of higher

health care costs as a result of pollution exposure or physical

inactivity. Some research indicates that commuting time and other

related factors might also play a role in increasing employee stress

levels. 

Those employers that have begun to make the connection

between the workplace and physical inactivity are taking one step

further. Going beyond considering health factors when choosing a

work location, they are actually redesigning the workplace itself to

promote physical activity as a natural part of working life.

Generally what this means in practice is creating buildings and

outdoor areas that encourage walking as much as possible. So

parking lots are located a healthy distance away from main

buildings; stairwells are banished and stairs are moved into open,

airy locations, while elevators are made slower and smaller. This

approach attempts to embed healthy behaviors so deeply into the

ordinary fabric of the workday that employees are almost unaware

of it. 

Similar initiatives may be built around other key health factors,

such as diet, smoking and possibly even stress. In addition to

offering health education classes on healthy diets, employers may

begin to change their offerings in the cafeteria or vending machines.

In addition to smoking cessation classes, employers may take more

aggressive steps by banning smoking in the workplace altogether

or by moving designated smoking areas to more inconvenient

locations. When it comes to stress, employers may reexamine the

role that work/life balance initiatives, such as flexible schedules,

vacation policy and telecommuting, play not only in the light of

employee satisfaction and morale, but rather the potential benefits

these types of factors may play in promoting good health and

lowering health care costs. 

Conclusion
As employers realize what an important financial stake they have

in the health of their workforce and the level of influence they have

in promoting good health among their employees, the types of

preventative efforts they make may begin to change. Rather than

layering programs aimed mainly at high-risk groups on top of

working conditions or a work culture that, when closely examined,

actually works against healthy behaviors, HR professionals may

lead the way in making more comprehensive changes that implant

healthy behaviors into the ordinary course of working life. By both

focusing efforts on the most important health threats while

simultaneously making these far-reaching changes aimed at the

entire way of working, HR professionals may begin to revive the

debate on the role that preventative health care plays in responding

to the health care crisis. 
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In recent months, SHRM has engaged in a focused effort to gather

information on health care issues of significance to its members.

These activities reinforce the importance and complexity of health

care issues to human resource professionals. Because health care

is a priority for HR professionals, SHRM has provided members

with additional information and tools to assist in the management

of employment-based health care issues.

Health Care Resources Center Web Site

The Health Care Resources Center (HCRC) Web site

(www.shrm.org/rewards/healthcare) provides a one-stop directory

of health-related resources affecting the HR profession. The

HCRC Web site is a comprehensive clearinghouse for the busy HR

professional and includes sample health care policies, forms,

toolkits, important news on health care trends and research, and

the most recent developments in public policy.

Health Care Focus Groups and Surveys

SHRM has conducted a number of regional health care focus

groups and surveys to gather information on members’

perspectives and approaches in addressing health care costs,

quality and accessibility and to give members an opportunity to

provide input on SHRM’s public policy efforts. This information will

be used to guide SHRM’s education efforts, help identify trends

and additional content for the health care Web site and to shape

the Society’s advocacy approach on the issue of health care. A

summary of the results from the focus groups is available on the

HCRC Web site.

Health Care Webcasts

Webcasts on the state of health care in America—Current and

Future Trends and Containing Health Care Costs—are now available

on SHRM’s Health Care Resources Center Web site. 

Health Care Resources at SHRM
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