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SUMMARY

60-SECOND SUMMARY

The number of people receiving sickness benefits in the UK has remained
steady and stubbornly high despite fluctuations in unemployment and
decades of government interventions. While the number of jobseeker’s
allowance claimants has risen and fallen significantly in recent years in
response to demand in the labour market, the number of claimants of
employment support allowance (ESA) and incapacity benefit (IB) has
remained remarkably stable. Over the last two decades, levels of ESA/IB
claimants have not fallen below 2.2 million and not risen much above

2.6 million.

Successive government policy (from the New Deal for Disabled People,
the reform of incapacity benefit, Pathways to Work, the work capability
assessment and the Work Programme) has focused on one aspect of this
problem — helping people move off sickness benefits and back into work
(off-flow). However, these have generally had poor results with those on
sickness benefits, compared to those on jobseeker’s allowance. Over the
last two decades, those who have left sickness benefits have been
replaced by a steady flow of people moving from work onto IB/ESA
(on-flow) which has meant that the numbers of people claiming
long-term sickness benefits has remained consistently high.

Not enough is being done to prevent people from leaving work and moving
onto sickness benefits in the first place. After 20 weeks of sickness
absence, the vast majority of individuals eventually fall onto benefits.
An estimated 460,000 people each year transition from work to
sickness and disability benefits. This is despite the huge cost to both
government and to employers of long-term sickness. Employers pay

£9 billion a year for sick pay and associated costs and the state spends
£14.5 billion annually on ESA alone.

This problem can no longer be neglected by both business and the
government. If the government wants to reduce welfare spending, deliver
on its promise to halve the disability employment gap and build an economy
that works for all, it will need to reduce the flow of people onto ESA.

KEY FINDINGS

The rise in people claiming sickness benefits because of a mental
health condition is a key factor in the growth of the sickness benefit
bill; such cases account for an increasing proportion of on-flow onto
sickness benefits. In the year from August 1999, 31 per cent of new

IB claims were due to mental health conditions. Over the same period
15 years later, this had risen to 44 per cent of new ESA claims. In May
2000, 31 per cent of all IB claimants had a mental health condition, but
by May 2016 this had risen to 49 per cent of those on ESA. Tackling
the increase in claims for mental health conditions must therefore be a
priority for policymakers.
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International evidence suggests that changing the incentives and liabilities
for employers can be a powerful driver of behaviour. In the Netherlands,
the government increased employers’ responsibilities by lengthening

the period of statutory sick pay for which they were liable. This helped
incentivise employers to focus on prevention and rehabilitation, thereby
reducing sickness absence rates.

Businesses in the UK are not doing enough to address this problem,
and the greatest costs as a result are borne by the state. For this to
change, there needs to be a major shift in incentives with greater
obligations on employers to support employees to stay in work, and
greater financial liabilities if they fail to do so.

The current system is failing to identify health and mental health conditions
early enough, and it is not doing enough to prevent those with such
conditions either from falling out of work, or moving onto sickness benefits.
There are a number of problems with the sickness policy framework that
need to be addressed:

e The ‘Fit Note’ from GPs provides too little information about the
employee’s ability to work, and the necessary adaptations to the
workplace that might aid a return to work.

e Statutory sick pay (SSP) fails to reflect today’s complex and
long-term health conditions that may often exceed the 28-week
limit for SSP, and employees who recover after a period of more
than 28 weeks do not have a right to return to their old job.

e The government’s new ‘Fit for Work’ service, while good in
principle, is limited in scope, struggles to engage with small to
medium-sized employers who need it, and does not provide the
full suite of services that employers need to help people back
into work.

RECOMMENDATIONS FOR EMPLOYERS

Additional obligations should be placed on employers so that there
is a greater incentive for them to work with their employees to help
keep them healthy and stay in work. However, the best employers
already do this, and much can be learnt from the approach they take.

Workplace culture and practices are critical to improving the identification
and management of sickness. It is in an employer’s interest to guard
against increased presenteeism and ensure that visible systems and
mechanisms are in place to identify health problems as early as possible
and ensure affected employees receive appropriate support.

Employers should encourage open dialogue in which the presence of
different health conditions is not stigmatised, and ensure that employee
health, wellbeing and sickness is monitored systematically to identify
problems. Anti-stigma campaigns, health and wellbeing awareness
training for line managers and leadership on health and wellbeing issues
from senior management all have an important role to play. A growing
number of employers are introducing ‘wellbeing days’, which can be
taken at extremely short notice or on the day itself, unlike regular periods
of leave which must be booked in advance. They are intended as a
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means of reducing sickness absence and presenteeism by preventing
the accumulation of stress and fatigue.

In addition, employers should:

¢ include health and wellbeing in annual review processes and
regular supervisions

* use sickness management software and systems to identify
problems, particularly fluctuating conditions, as early as possible

e make greater use of flexible working practices, underpinned by a
robust absence management system, and greater understanding
of ‘reasonable adjustments’ within a mental health context.

RECOMMENDATIONS FOR GOVERNMENT
Government must introduce a major shift in incentives with greater
obligations on employers to support employees to stay in work, and
greater financial liabilities if they fail to do so. It must also ensure
that the sickness policy framework, notably statutory sick pay, properly
reflects the nature of today’s major health conditions. We recommend
that the government introducec four major reforms.
1. Establish new employer duties to engage with employees
on statutory sick pay and extend SSP from 28 to 52 weeks.
2. Introduce ‘Fit Pay’ (flexible sick pay) to better reflect the
nature of modern health conditions and better support
employees back into work.
3. Pilot an expanded ‘Fit for Work’ occupational health service
to support SMEs in particular to support employees to stay
in work.

4. Ensure employers meet responsibilities for paying SSP.

About this report

The empirical research presented in this report was conducted
between May and September 2016, and consisted of interviews,
focus groups and roundtables with people with lived experience
of mental health conditions, representatives of large private
sector employers, academics, representatives of mental health
charities, and clinicians. The evidence and views collected

were supplemented by an extensive literature review of
secondary sources.
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1.
CONTEXT: FROM WORK
TO WELFARE

1.1 BACKGROUND

The UK labour market has, relative to many of its European neighbours,
performed well since the global economic downturn (Dolphin et al 2014,
Colebrook et al 2015), and more recently has delivered an employment
rate without precedent in the UK (ONS 2016). Yet, for all of the relative
success of recent years in delivering high numbers of jobs, there continue
to be a number of groups excluded from the labour market.

The groups that face particular disadvantage in the UK, but also across
many other European states, include mothers, older workers, young
people, those with low skill levels, and those struggling to access or
retain work due to sickness or disability. These groups face many distinct
barriers, but also some that are shared. Many lack the skills needed to
get by in workplaces which can be inflexible in responding to the needs
of disadvantaged groups.

This research focuses on the significant number of individuals excluded
from the labour market on account of being sick and disabled. The scale
of the challenge posed by this group is enormous. At present, there are
around 2.5 million people who are out of work and on sickness benefits,
while around 400,000 people each year leave work and claim sickness-
related benefits (DWP 2016a). Decades of interventions have failed

to significantly shift the numbers. This is, in part, due to government
focusing too heavily on helping people only when they fall out of work.
Here, instead, we focus attention on helping employers and employees
in supporting people before they fall out of work through sickness,

as a means of preventing long-term inactivity and economic exclusion.

1.2 WHY SICKNESS MATTERS

Helping people recover from illness and manage their health conditions

is a critical policy goal. Currently only 47 per cent of people with disability
are in work, compared to 80 per cent of hon-disabled people.

The government has set out its aspiration to halve the disability
employment gap, requiring a 1.2 million boost to the employment
rate for disabled people.

This will only be achieved by helping the long-term sick and disabled back
into work and preventing health-related conditions leading them to leave
work in the first place. It will require help for those groups who find it most
difficult to access and sustain steady work in the modern labour market.
As figure 1.1 shows, while three in four adults are in work, this proportion
falls to under half among those with a long-term health condition,
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and to one-in-three among those with mental health conditions or
learning disabilities. This reflects the rising prevalence of chronic illnesses
and long-term conditions in the years since statutory sick pay (SSP) was
introduced in 1983. Not only are people living longer, but they are living a
greater number of years with at least one chronic disability. People with
long-term conditions account for 50 per cent of all GP appointments
(DoH 2012a). Conditions such as these cannot be cured, but do need

to be managed, As such, they will not always render someone unable to
work, but will result in occasional bouts of sickness absence due to their
fluctuating nature, sometimes for prolonged periods.

FIGURE 1.1

Only one in three people with a mental health condition or learning
disability are in work
Proportion of those with a long-term health condition in work
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Source: Office for National Statistics, ‘Labour Force Survey’ (ONS 2016b)

Addressing this problem requires systemic change to how we support
people who are sick when they are in and out of work: from the structure
of work itself, to the culture of the workplace and hiring decisions, to the
support offered to employees (both clinical and occupational), and to the
systems of support for when people fall out of work.

This research focuses on a central element of this process — preventing
people from falling out of work and onto long-term sickness benefits.
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1.3 WHY TACKLING THE FLOW FROM WORK TO WELFARE MATTERS
Addressing this transition is fundamental, and must form a central part
of a wider package of reforms.

Levels of employment and support allowance (ESA) and incapacity benefit
(IB) claimants appear to have remained steady and stubbornly high despite
both significant variations in labour market demand, and decades of
government interventions.

While levels of jobseeker’s allowance (JSA) claimants have risen and
fallen significantly in recent years in response to demand in the labour
market, levels of claimants of ESA and IB have remained remarkably
stable. Over the last two decades, levels of ESA/IB claimants have not
fallen below 2.2 million and not risen above 2.6 million.

FIGURE 1.2

Levels of ESA and IB claimants have remained remarkably stable
over the last two decades, ranging between 2.2 to 2.6 million
Sickness benefit and unemployment benefit caseloads 1995-2021
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Decades of government interventions (from the New Deal for Disabled
People, the reform of incapacity benefit, Pathways to Work, the work
capability assessment, Flexible New Deal, and the Work Programme)
have failed to significantly reduce the numbers of people claiming
long-term sickness benefits. On-flows and off-flows onto IB/ESA have
remained remarkably consistent, meaning the number of people on
sickness benefits has remained stubbornly high.
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FIGURE 1.3

Despite various initiatives by different governments the number
of people on sickness benefits has remained stubbornly high
Sickness benefit and unemployment benefit caseloads 1995-2021
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Source: IPPR analysis of Department for Work and Pensions, DWP Statistics Tabulation Tool, 2016 (DWP 2016b)’

Despite the huge cost to both government and to employers of long-
term sickness, public policy effort has typically waited until people fall
out of work before intervening. Relatively little has been done, either by
government or by employers, to keep people well in work and reduce
the number of people moving onto sickness-related benefits.

The government currently spends far more on welfare-to-work support for
those with health and mental health conditions than it does on support

to keep people with such conditions in work. The Work Programme was
expected to cost £3-£5 billion over its seven years, and by December
2015 the DWP estimated that the cost had reached £2.2 billion (Dar 2016).
This represents an annual spend of around £490 million. The Work and
Health Programme - its successor — will have a smaller budget of around
£120 million per year (Hitchcock et al 2016). Public spending on specific
interventions to support people with health and mental health conditions
to stay in work is tiny by comparison. The contract value for Fit for Work
was £132.9 million for the life of the five-year contract, averaging just

£26 million a year (Parliament 2016).

1 We have excluded data for on-flows and off-flows from Nov 2008 to May 2013. During this period,
many individuals had their claims ‘migrated’ from IB to ESA. The data for on-flows for this period
therefore includes both new claimants, and existing claimants being transferred from the existing
sickness benefit to a newer one. From May 2013, DWP began separately recording the number of
ESA claims that were migrated from IB, and the number that were genuinely new claims.
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As part of a broader approach to reforming the journey from work to
long-term sickness benefits, public policy needs to do more to prevent
the large numbers of people flowing from work to benefits.

The figures are significant. Annually, some 900,000 individuals take a
prolonged period of sickness absence (for four weeks or more) and as
many as 300,000 will not return to their job (DWP 2014). The number
of people registering for the main sickness benefit, ESA, averages
around 50,000 per month, with almost two-thirds of these individuals
coming directly or indirectly (that is, after a period of sickness
absence) from employment (Adams et al 2015). This means roughly
400,000 people a year moving from being in work to claiming for
employment support allowance.

FIGURE 1.4

Mental health conditions account for the largest and an increasing
proportion of new claims for ESA

On-flow of new claimants onto ESA, excluding migrated IB claims
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While there is considerable variety among the types of health conditions

experienced by those falling out of work, mental health conditions account

for the largest proportion of any sickness category by some margin, as
illustrated in figure 1.4.
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The proportion of those on health-related out-of-work benefits as a

result of a mental health condition has increased steadily in the last two
decades. In May 2000, 31 per cent of claimants on incapacity benefit had
a mental health condition, but by May 2016 this had risen to 49 per cent.

FIGURE 1.5

Over the last two decades the proportion of those on health-related
out-of-work benefits as a result of a mental health condition has
increased steadily

IB/ESA claimants and mental health conditions, quarterly
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People falling out of work due to sickness is costly for government.

ESA is currently paid at £73.10 per week for the first 13 weeks, then
£102.15 a week for the Work Related Activity Group (WRAG), who are
expected to seek to return to work, and £109.30 for those with more
limiting illnesses or disabilities. However, from April 2017, new claimants
of ESA who are placed in the WRAG group will be paid only £73.10 -
the same as jobseeker’s allowance claimants — a reduction of nearly

£30 a week compared to what current claimants receive. The total spend
on ESA in 2015/16 was £14.5 billion. As is set out in table 1.2, half of
this was accounted for by people with mental health problems as their
primary condition (£7.5 billion) with the second highest being those with
musculoskeletal conditions (£2.2 billion) (DWP 2016c).

2 While Nomis records data for ESA claimant numbers from November 2008, when the benefit was
introduced, it does not report the condition for November 2008 to November 2009 inclusive.
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TABLE 1.2

ESA expenditure by reported medical condition and phase
of claim, 2015/16

Employment & support % of
allowance by reported medical total ESA
condition, £m, real terms, claimant bill,
2015/16 (2016/17 prices) 2015/16
Mental and behavioural disorders £7,465 51.5%
Diseases of the musculoskeletal £2,200 15.2%
system & connective tissue
Symptoms, signs and abnormal £1,359 9.4%

clinical & laboratory findings, not
elsewhere classified

Diseases of the nervous system £809 5.6%

Injury, poisoning and certain other £672 4.6%
consequences of external causes

Source: Department for Work and Pensions, ‘ESA expenditure by reported medical condition and phase
of claim, 2000/1 to 2015/16’ (DWP 2016c¢)

Spending on sickness benefits in the UK increased by £1.7 billion in cash
terms between 2010/11 and 2015/16, and is expected to increase by

£2.4 billion compared with 2010/11 by the end of the parliament in 2020/21
(OBR 2016). The Office for Budget Responsibility (OBR) finds that the rising
incidence of mental health conditions, particularly at younger ages, has
been an important driver of the rising disability benefits caseload, as well
as the increasing proportion of sickness benefit claims that are placed in
the support group of ESA. The number of people aged under 35 on IB/ESA
as a result of a mental health condition has risen from 268,000 in May 2000
to 346,000 in May 2016 (DWP 2016a).

It is also costly to employers. Estimates suggest that the sickness-related
costs to employers are annually in the region of £9 billion (employers in
the UK bearing the full brunt of statutory sick pay (SSP) for the 28 weeks
over which it can be claimed).®

There is also a cost to employees. UK employees can lose out on as
much as £4 billion each year in lost earnings when experiencing sickness
(DWP 2014), which works out as £554 per employee each year (CIPD 2015).

More important than the financial cost, however, is the human cost. Slowing
the numbers going from work to welfare due to sickness is essential for
improving the health and wellbeing of the workforce. We should care about
keeping people in work for many reasons, and particularly because work

is, in certain circumstances and for certain conditions, actually good for
people’s health and wellbeing. Unemployment, on the other hand, can tend
to generate, or exacerbate, poor health outcomes.

e Unemployment can be detrimental to economic wellbeing where it is
associated with financial insecurity, low incomes, and a fall in social
status. This can impact on issues such as diet, accommodation
standards, fuel poverty, and leisure activities. In turn, the financial
strain and associated disadvantage can have a significant direct and
negative effect on health, and particularly mental health, where it

3 In OECD countries, it is only the Netherlands and UK in which employers meet the costs of sick pay.
Elsewhere, the state either pays in full or, more frequently, ‘tops up’ employer contributions.
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creates stress and anxiety (Creed and Klisch 2005, Paul and Moser
2009, Fone and Dunstan 2006).

Employment can provide daily structure, social contacts, and a sense of
identity (see Jahoda 1982). These experiences can minimise the risks of
developing or compounding mental health conditions, particularly those
associated with depression and isolation (Carter and Whitworth 2016).
Staying physically active can also be important for improving health.

Young people experiencing unemployment can be particularly
susceptible to symptoms of mental iliness as a direct result of their
being jobless, reporting feelings of self-loathing, panic attacks, and
suicidal thoughts (Prince’s Trust 2014).

The impact of leaving employment — creating a sudden change in
financial circumstances and lifestyle — and navigating the benefits
system, including the work capability assessment, can generate

additional anxieties (Carter and Whitworth 2016, Litchfield 2013).

Studying this phenomenon across OECD countries has led researchers to
conclude that ‘the worst labour market scenario for a working-age person,
in terms of mental health, is to stay inactive’ (Llena-Nozal 2009: 85).

Tackling sickness in the workplace is therefore critical for people’s health
and wellbeing, but also for delivering on the government’s twin objectives
of halving the disability employment gap and reducing public expenditure
on welfare.

For all of the reasons above, it is worth supporting employees to stay in
work as much and as far as it is in their own, their employers, and the
state’s best interests to do so.
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2.

THE PREVALENCE AND
DRIVERS OF SICKNESS
IN THE WORKPLACE

In order to understand how employees, employers and the state
can jointly move towards a system in which more people are
supported to manage their health conditions while remaining in
work, it is first necessary to consider the extent and nature of
sickness in the workplace, and identify how this has changed over
time. This chapter will therefore examine which groups are most at
risk of developing health problems that can lead to both short- and
long-term periods of sickness absence. It will then go on to explore
how sickness absence rates are falling, and whether this really
does point to an improvement in the overall health of the workforce,
or whether it might be masking other trends and pressures that
employees face in the modern labour market.

2.1 WHO GETS ILL, AND WHY?

People get sick whether they are at work or not. Sometimes work is
the cause of sickness absence: from stress created in the workplace,
coming into contact with people carrying illnesses, or through industrial
accidents. In 2007/08, 2.1 million people were estimated to be
experiencing conditions developed through, or made worse by, their
work (Fit for Work 2016). On other occasions, sickness is simply an
inevitable occurrence from time to time, which can arise from a wide
range of circumstances often out of our control.

2.1.1 Short-term sickness

Most periods of sickness are short and typically the result of minor
illnesses or short-lived physical injuries, and so are unproblematic.
Data from the Office for National Statistics (ONS), for instance,
shows that minor ilinesses are the most common reason given for
short-term sickness absence, such as common colds, followed by
back, neck and muscle pain (commonly termed musculoskeletal
injury) (ONS 2014).
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FIGURE 2.1

Most periods of short-term sickness are caused by minor ilinesses
or musculoskeletal problems
Causes of short-term sickness, 2013
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Source: ONS, ‘Sickness absence in the labour market’ (ONS 2014)

2.1.2 Which groups are most at risk?

However, this is not the full picture. Other drivers of short-term sickness
absence are indirect — for instance, a parent taking a day off work because
their child is sick or that there are problems with childcare arrangements.
This has been recorded as a significant contributor to absences.

For example, 31 per cent and 34 per cent of manual and non-manual
occupation employers respectively report caring responsibilities in their
top five reasons for absence (CIPD 2015).

There are a number of people who are more likely than others to have
time off work due to sickness.

e The distribution of sickness absence is 60 per cent women,
40 per cent men (ONS 2014).

e As a percentage of the workforce, employees in the North of
England are more likely to be off sick, followed by employees in
the Midlands (ibid).

e Older people aged 50-64 have the highest proportion of sickness
absence of any age group (ibid).

e Employed individuals are more likely to be off sick than self-employed,
and employees of larger firms more likely to be off sick than of SMEs (ibid).

e Sickness levels differ by sector. Higher than average sickness
levels are recorded in public administration and in manufacturing,
for example. Workers in manual occupations have, on average,

1.5 more days absent from work recorded as sickness than workers
in non-manual occupations (CIPD 2015). In the public sector, health
occupations experience the highest rates of sickness absence
(ONS 2014).

e Research in Norway has shown that unemployed individuals who have
recently returned to work have a lower probability of taking sickness
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absence. Given their susceptibility to iliness should be no different to
other workers, researchers have explained this presenteeism by the
‘disciplining effect’ of unemployment (Askildsen et al 2002).

There are reasons why we might expect these patterns to emerge.
Women, who tend still to dominate childcare, may take more ‘indirect’
sick leave to care for sick children. Jobs in manufacturing sectors may
be more physically demanding than desk-based tasks, with short-term
illnesses presenting more of an impairment for those involved in manual
labour. And health and safety considerations are also important. For
example, in certain occupations, such as in the health sector, employees
can be required to take additional time off if there is a risk of passing on
an infection even if physical symptoms have passed.

Smaller employers, even if inadvertently, might engender a greater
sense of presenteeism, where employees continue to work despite the
presence of underlying health problems, as a smaller workforce may
create an environment in which sick employees are particularly reluctant
to take time off in order not to let team members down. This was
identified as a key reason for going into work when sick by 45 per cent
of employees in a recent survey (CIPD 2013). Similarly, people who

are self-employed have a personal stake in their business, creating an
additional pressure to minimise time away from the workplace given its
more immediate impact on personal and wider business income (and
the fact that they do not receive a sick pay entitlement).

Finally, short-term sickness absence may also be misrecorded.

For example, survey data illustrates that a large proportion of
employees admit to taking periods of time off work for non-sickness-
related matters, with 26 per cent admitting taking a day’s absence
for a job interview, and 32 per cent admitting to having taken a day’s
absence after a night out (PwC 2014). The 2015 edition of the annual
CIPD survey found that 30 per cent of manual occupation employers
and 23 per cent of non-manual occupation employers report ‘non-
genuine ill-health’ as a top five cause of absenteeism in their
organisations or companies (CIPD 2015).

2.2 THE REAL CHALLENGE: LONG-TERM SICKNESS

Generally, short-term sickness is not a policy problem: the losses to the
individual are limited, the costs to the employer are manageable both
financially and organisationally, and with SSP being paid by the employer,
the costs to the state are also fairly small.*

2.2.1 Enhanced risk of inactivity

Sickness absence becomes a problem when these periods become
protracted. This is because once people have been off sick for a while,
generally for periods exceeding four weeks, their likelihood of returning to
work diminishes. In 2014, 960,000 employees were off sick for more than
four weeks and only two-thirds of these individuals are likely to return to
work (DWP 2014).

4  Limited to a government-funded initiative offering ‘Free, expert and impartial work-related health
advice via our website and telephone line’ and ‘Referral to an occupational health professional for
employees who have been, or who are likely to be, off sick for four weeks or more.’
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Once an individual moves onto ESA after being in work the cost shifts

from the employer to the state, with the former responsible for paying SSP
and the latter responsible for paying ESA. On top of this, the bureaucratic
burden created by the administrative nature of an individual undergoing the
work capability assessment (WCA) and, following this, possibly entering
into the Work Programme create further demands on both the state and the
individual. The chances of ESA claimants returning to work after entering
into the Work Programme were weak; just 12 per cent of new ESA claimants
achieved a job after two years on the programme, and only 4 per cent of
former IB claimants did so. This compared to 3 in 10 JSA claimants (CESI
2015). It is, therefore, for those people who fall out of work due to ill-health
where the social and economic costs can become most pronounced and
long-term.

2.2.2 Causes of long-term sickness absence

The causes of longer-term absences are surveyed by the CIPD (2015).
Some of these — for example, cancer or strokes (24 per cent of employers’
main reason for sickness absence) — can occur suddenly and may often
require a prolonged period of treatment and rehabilitation. But for others,
they can emerge more gradually, and may have the potential to be
managed alongside an individual continuing to work. These include other
common causes of longer-term sickness absence such as stress (the main
cause of absence for 26 per cent of employers), mental health conditions
(16 per cent), and musculoskeletal conditions (13 per cent). It is for these
groups, therefore, where particular emphasis and energies should be
placed, as the potential for reducing work-related sickness and, ultimately,
long-term inactivity, are greatest.

This is demonstrated by breaking down the types of health conditions
experienced by ESA claimants. Forty-four per cent of new ESA claimants
over the last year suffer from a mental health condition, compared

to 12 per cent for those with diagnosed musculoskeletal conditions
(DWP 2016b). Moreover, those with diagnosed mental health conditions
are less likely to be found fit for work (and therefore more likely to be
approved for ESA, rather than moved to jobseeker’s allowance, than
individuals with other conditions. Within this, ESA claimants with a mental
health condition have a higher likelihood of being placed into the Support
Group which demands minimal job search requirements. They account
for 41 per cent of Support Group participants (Litchfield 2014).

People with mental health conditions are more likely to have a recurrence of
their condition. A recent study looking at the recurrence of health conditions
using the Fit Note data from 68 general practices found that 22.4 per cent
who were certified as suffering from a mental health condition returned

to the GP within a year with another work-limiting sickness episode, with
17.4 per cent suffering from a second episode in the same diagnostic
category. Patients with mental health conditions are more likely than those
with any other condition to have a recurrence within the same diagnostic
category (Shiels et al 2016).

On top of this, previous research has also identified the potential for this
group to be vulnerable to ‘parking’ or ‘creaming’. As a harder-to-help
group, they can lose out under the outcomes-based incentive payment
structure which operates within the current Work Programme, whereby
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providers are incentivised to help those individuals who can be more easily
placed into, and then sustain, employment (Carter and Whitworth 2015).
Helping people with, often complex, mental health conditions can also
sometimes require more specialist resources and skills than job search
providers are equipped with, which makes providing services to this
group more difficult (Newton et al 2012). The Work Programme does offer
differential payments to providers according to client group, with higher
levels for ESA claimants. This was intended to encourage providers

to focus on this group and to offer the specialist support they need.
However, the incentives do not appear to have been sufficient to make
the programme a success for this group.

2.3 HEALTHY AND HAPPY EMPLOYEES? UNDERSTANDING

THE FALL IN SICKNESS ABSENCE RATES

2.3.1 General trends

Compared internationally, sickness absence from work is fairly limited in the
UK (OECD 2010). There are around 31.5 million people in work in the UK,
and while the size of the workforce has grown in recent years, the number
of days lost to sickness absence has gradually, but significantly, fallen.
Between 1993 and 2013, the total number of days lost to sickness absence
each year has fallen by nearly 50 million. In 1993, around 7.2 working days
were lost per employee. By 2013, this had fallen to 4.4 days.

FIGURE 2.2

Although the size of the UK workforce has grown in recent years,
the number of days lost to sickness absence has fallen
Total working days lost to sickness per annum (millions)
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Despite this general trend, certain health conditions do appear to be
becoming more prevalent. Survey data shows mental health- and stress-
related absence is reported by two-fifths of employees, rising to half
among public sector employers, and that there was an increase on

the previous year (CIPD 2015). As such, a significant proportion of the
workforce experiences a common mental health condition at any one
time. Estimates suggest one in six British workers are affected every
year by anxiety, stress or depression (TUC 2015).

The number of cases in which work significantly contributes to ill-health
appears to be falling too. The number of self-reported cases of employment-
related ill-health has fallen by around 20 per cent in recent years.

FIGURE 2.3

The number of self-reported cases of employment-related ill-health
has fallen by around 20 per cent in recent years
Rate of workplace-related ill-health per 100k employees
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Source: Health and Safety Executive, ‘Labour Force Survey’, (HSE 2016a)

The number of new cases of work-related stress, anxiety and depression
in 2014/15 was 234,000 - or 740 per 100,000 workers. The figures
suggest that the number and rate of work-related mental health problems
has remained broadly flat over the last 10 years (HSE 2016a).

2.3.2 Possible causes of falling sickness absence rates
There are no agreed explanations for why sickness rates have fallen in
this way, but a number of factors are thought to have played a role.
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The health of the workforce is improving in line with improvements in the
health of the overall population

The health needs of the UK population are largely determined by the
presence or absence of a number of lifestyle risk factors which can increase
the risk of developing several predominant causes of sickness. According
to the 2011 annual report of the Chief Medical Officer, ‘early death and
disability do not occur in isolation; they are mediated through a complex
interplay of social, economic and environmental factors, as well as by
individual specific determinants of health’ (DoH 2012b: 194). The report
identified the top eight risk factors for early death and disability in England.
These were, in order of impact, as follows.

1. Tobacco use

Harmful alcohol use

High blood pressure

High cholesterol
Overweightness and obesity
Physical inactivity

lllicit drug use

Low fruit and vegetable intake.

© NOoOORWON

There is evidence that the rates of harmful behaviours associated with
many of the above risk factors are decreasing. For example, the percentage
of adults in England who smoke fell from 39 per cent in 1980 to 20 per cent
in 2011; and the percentage of those with raised cholesterol fell for both
men (from 74 per cent to 57 per cent) and women (from 77 per cent to

61 per cent) between 1994 and 2006 (DoH 2012).

FIGURE 2.4

The percentage of adults who report multiple lifestyle risk factors
is decreasing

The percentage of adults (aged 16 and over) who report the presence
of different combinations of lifestyle risk factors, England, 2011
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Source: Department of Health, ‘Chief Medical Officer annual report 2011: volume 1’ (DoH 2012b: 222)

IPPR | Working well: A plan to reduce long-term sickness absence



21

Where individuals are exposed to multiple simultaneous lifestyle risk
factors, the likelihood of succumbing to iliness is multiplied. There
is evidence that the percentage of adults who report multiple risk
factors is also decreasing. Between 2003 and 2010, the percentage
of males exposed to three or more risk factors fell from 48 per cent
to 28 per cent, and the percentage of females fell from 39 per cent
to 34 per cent (ibid).

The decrease in exposure to lifestyle risk factors among the wider
population is likely to translate, to some extent, to improved health
in the workplace, and a reduction in sickness absence.

Employers are becoming stricter in monitoring and acting on
sickness absence

According to a recent survey, three-fifths of employers report using
absence as a key performance indicator, with this practice being
particularly common among large employers (CIPD 2015). There is
some evidence to suggest that when employers do implement stricter
monitoring measures, sickness absence rates are reduced (particularly
in the public sector) (ibid). However, it does not necessarily follow that
this will lead only to increased attendance among ‘healthy’ workers,
and instead could lead to increased presenteeism among employees
also experiencing ill-health.

More widespread job insecurity is making employees less willing to
take time off due to sickness, for fear of negative repercussions
There is some evidence that insecurity at work and the fear of losing
one’s job is making employees less willing to take time off when they
are sick.

Perceptions of insecurity have increased in recent years. The Workplace
Employment Relations Study showed that the proportion of employees
who were satisfied with their job security fell from 65 per cent in 2004 to
59 per cent in 2011 (van Wanrooy et al 2012).

It seems that higher levels of insecurity are influencing decisions around
sickness absence. During our focus group with people who have lived
experience of mental health problems in the workplace, fear of losing
one’s job or being demoted was identified as being a barrier to reporting
sickness and taking time off (see box in chapter 3).

The evidence suggests this fear is well founded: 45 per cent of
organisations surveyed report that they use sickness absence records

as a criterion when making decisions on redundancy. While employers in
the public sector are more likely than those in the private sector to have
made redundancies in recent years (56 per cent compared to 42 per cent),
the use of sickness absence records during the redundancy process is
more common among private sector employers (62 per cent compared to
52 per cent) (CIPD 2014). This suggests that job insecurity has provided
employees in both sectors with significant incentives to minimise the
number and length of periods of absence.
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Reduced rates of sickness absence are, in fact, masking growing levels
of presenteeism in the workforce

While falling levels of sickness absence may appear to be positive, there is
evidence to suggest that high levels of presenteeism play a significant role.

The head of the TUC, Frances O’Grady, has stated that ‘[t]he real health
threat we face is the growing culture of presenteeism, where unwell staff
are pressured into coming to work by their bosses. This can prolong

iliness, spread diseases and cause stress in the workplace’ (TUC 2014).

Self-reported presenteeism is widespread, with 93 per cent of the
workforce believing that they would go into work when feeling unwell
(CIPD 2013). Similarly, a growing proportion of employers have reported
an increase in the number of employees turning up to work when ill,
and is now around one-third.

Presenteeism has a significant impact on productivity. Lost productivity
arising from people going into work despite the presence of a mental
health problem (when they are not fully healthy and may not be able to
work at an optimum level) is estimated to cost the economy as much as
£15.1 billion per year. There can be a further annual cost of £2.4 billion
where an individual has to leave their job as a result of their condition,
and replacement staff have to be recruited (Sainsbury Centre for

Mental Health 2007).

FIGURE 2.5

Employers are reporting an increased incidence of ‘presenteeism’
Percentage of organisations surveyed who report an increase in
presenteeism over the previous 12 months (2014)
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Source: Chartered Institute for Personnel and Development, Absence management 2014 (CIPD 2014)

Presenteeism has been found to be particularly likely when a workforce

is exposed to high levels of workload, stress and insecurity. For example,
employers who report expected redundancies over the coming six months
are also twice as likely to report an increase in presenteeism compared
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to those who are not planning redundancies (49 per cent compared to
24 per cent) (CIPD 2014).

Much presenteeism is likely to refer to mild, short-term health complaints,
for which continuing to go to work when ill is unlikely to be particularly
problematic. Colds, headaches and the like are unlikely to have a
significant effect on an employee’s productivity, or pose a risk to other
employees. However, presenteeism is more likely to pose significant
problems to the employee, employer and government when it relates to
longer-term health conditions. This is where it is likely to cause a more
significant drag on productivity, and delay opportunities for recovery.

2.3.3 Comparing rates of sickness absence to rates of sickness

benefit claims

While the number of sick days has fallen in recent years, there has not

been an equivalent fall in the number of sickness-related welfare claimants.
Latest figures show that 2.5 million people currently claim ESA or incapacity
benefit, which is three times higher than the number claiming similar benefits
in the 1970s (DWP 2016d). Research with ESA claimants shows that, of the
64 per cent of individuals claiming the benefit immediately following a period
of employment, almost one-third (29 per cent) do not undergo a period of
sickness absence, and instead transition straight from employment onto
ESA (Adams et al 2015). This demonstrates how falls in sickness absence
rates may in fact be masking a continuation in the level of ill-health among
the working-age population.

2.4 SUMMARY

The overall picture is one of a relatively present workforce which, for the
most part, is not ill but is increasingly reluctant to take time off when
illness strikes. While sickness absence statistics provide grounds for
optimism on the surface, questions remain over the continued prevalence
of underlying health conditions among the workforce, the extent of
presenteeism, and the persistently high levels of ESA claimant counts.

Sickness at work is often the result of minor illnesses that result in very
short periods of absence, such as colds, migraines and flu. While it is in
the interest of employees, employers and the government to reduce the
incidence of these short periods of sickness absence, the predominant
concern for all stakeholders should be to find ways to identify and
support those at risk of going off work for prolonged periods of time.

Mental health problems are a prominent cause of long-term sickness
absence. While mental ill-health is a growing problem within the wider
population, now affecting one in four adults each year, three in four
employees describe their mental health as good or very good (CIPD 2016).
However, among those who did report having experienced a mental health
problem, half have never taken time off as a result, yet only 4 per cent
claim that this does not affect their performance at work (ibid). There is,
therefore, a significant section of the workforce who experience mental
health problems while at work, but who nonetheless do not take time

off sick or seek support. This can have a negative impact both on their
performance, and on their health.
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Given the difficulty many experience in returning to work once on ESA,

and the particularly difficult journey faced by people with mental health

conditions, there is a real need to think about how people can be better
supported before they end up on ESA.

It is vital for employers to maximise opportunities to identify signs of
sickness as early as possible. It is vital also to provide appropriate and
timely support to reduce the likelihood that emerging health problems
deteriorate to the point at which they may lead to a prolonged period of
sickness absence, leading potentially to an employee falling out of the
labour market altogether.

Individuals with mental health conditions often report that they lack support
at work, are unable to discuss their condition openly with their employer,
and are not sufficiently helped by adjustments to the working environment
(Adams et al 2015). It is with this in mind that the next chapter turns to
consider employees’ journey from being a healthy employee to a period

of sickness absence. It will consider the availability and effectiveness of a
range of employer-led initiatives for identifying and supporting employees
with long-term health conditions, with a particular focus on mental ill-health.
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3.
THE JOURNEY FROM WORK
TO SICKNESS BENEFITS

The journey from being in work to claiming long-term sickness
benefits is complex, and will differ widely from person to person.
However, there are a range of experiences that are common among
both employers and employees, and a number of common stages
where intervention can occur.

FIGURE 3.1
Key points in the sickness-at-work journey
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This chapter will explore several of the key points along the
sickness-at-work journey. First, it will explore what employers can
do to identify emerging signs of sickness among the workforce, and
so maximise opportunities to intervene to support an employee’s
health needs and prevent them from undertaking a prolonged period
of sickness absence. Second, it will then go on to consider what
employers can do to support employees who have begun a period
of sickness absence, in order to increase the likelihood of a safe and
timely return to work, and decrease the likelihood of relapse.

3.1 EMERGING SIGNS OF SICKNESS: OPPORTUNITIES

FOR IDENTIFYING HEALTH PROBLEMS AT WORK

Identifying early signs of sickness can often be straightforward,
such as when symptoms are clearly visible and difficult to conceal.
However, while the reporting and identification of physical illness
within the workplace can be relatively straightforward, identifying
mental health problems can be a particular challenge.

There are a number of routes through which mental health
problems can be identified in the workplace. The people with
lived experience of mental ill-health in the workplace who
took part in our focus group identified several groups who are
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potentially well placed to identify mental health problems in the
first instance:

e colleagues

e line managers/supervisors
e HR staff

e the employee themselves.

There are, however, barriers to each of these groups being able to
identify mental health problems effectively, and so help people to access
the support they need. Research by Adams et al (2015) found that while
people who spoke to their employer about their health condition generally
found the discussion helpful, people with experience of a mental health
condition who then transferred onto ESA were less likely to have spoken
to their employer about their health than people who had experienced a
physical health condition. Their survey of ESA claimants found one-third
of respondents with experience of a mental health condition had not
discussed it with either their line manager or HR. This compares to only
20 per cent among respondents with experience of a musculoskeletal
condition. Men have been found to be less likely to report their condition
to their employer than women (Sissons et al 2011).

The complexity of mental ill-health creates a challenge for employers
trying to create an environment where workers can more easily discuss
their health concerns with colleagues, line managers or HR staff who
might be able to help them access support.

Barriers to identification of mental health problems

in the workplace

Our focus group identified the following barriers to self-reporting
and identification by other groups in the workplace:

e stigma/prejudice/discrimination/negative attitudes
e lack of awareness of symptoms
e lack of training on how to raise issues around mental health

e stressful work culture in which mental health problems can
become ‘normalised’

e lack of policies and procedures on mental health
e fears of losing one’s job, or being demoted
e a perception that employers cannot provide the help needed.

Raising awareness and breaking down stigma

A major barrier to the self-identification of mental health problems at
work is stigma. Where an employee recognises that their mental health
may be deteriorating, they are less likely to report and act on it if they
consider their workplace to be ignorant, dismissive or even hostile to
issues around mental health.

According to Mind (2015), ‘Too often employees are scared to tell their
manager about a mental health problem and so problems can spiral.’
This is supported by survey data, in which just 38 per cent of employees
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believe their organisation has an inclusive environment for being open
about mental health (CIPD 2016).

Further survey data shows how negative perceptions of colleagues with
mental health problems can affect opportunities for career progression
(NatCen 2016). One-third of respondents claimed that someone’s medical
history should affect their chances of gaining promotion, while just

8 per cent of respondents believed that people with schizophrenia would
be as likely as others to gain promotion, rising to 17 per cent for people
with depression.

When stigma around mental ill-health has the potential to affect an
individual’s career and relationships with colleagues in this way, it is
clear why having an initial conversation about mental health, even with
a trained line manager, is consistently found to be problematic.

Initiatives such as ‘Time to Change’ have sought to help employers
raise awareness and break down the stigma that can prevent people
from seeking early support. Run by the mental health charities Mind
and Rethink Mental lliness, Time to Change provides resources and
information by which employers can develop their own anti-stigma
activities. By signing the Time to Change ‘pledge’ to end mental health
discrimination, employers receive support to develop an action plan to
get employees talking about mental health.

A number of smaller, more targeted anti-stigma campaigns have also
emerged in sectors identified as being potentially more vulnerable to
prejudice against mental ill-health. For example, the City Mental Health
Alliance — made up of a collection of businesses in the City of London
who want to prioritise the mental health of their employees — launched
This is Me: In the City in 2016, which aims to encourage employers to
record video messages telling their own stories of experiencing mental
health problems at work.

Improving understanding of causes and symptoms

A lack of understanding of mental health conditions among the
workforce can lead those who experience them while at work to
refrain from disclosing their condition and seeking help, due to fear
of a negative reaction from colleagues.

According to forthcoming research from the Equality and Human Rights
Commission, people with mental health conditions value understanding
from their colleagues as a top priority when thinking about health at
work. Improved understanding among colleagues is not only important
as a way to increase the likelihood of self-identification of problems,
but also because it increases the number of other people (such as line
managers and colleagues) who may be able to spot that someone’s
mental health is deteriorating.

Mental Health First Aid England provides educational training to
individuals and workplaces in order to help build knowledge of the
signs and symptoms of a range of common mental health conditions.
The approach is explicitly modelled on first aid for physical health, and
so is intended to provide workplaces with some internal capacity to
identify and understand mental health conditions and help signpost
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colleagues to appropriate support. The course has been delivered to
over 100,000 people in England.

Some employers also encourage some members of staff to become
‘mental health champions’. These are often, but not exclusively, people
who have themselves experienced mental health problems at work,

and who can provide a further layer of more expert support and advice
(although they will not necessarily possess clinical expertise). For example,
the Deloitte mental health champions scheme now has 20 members.

Both mental health first aid and champion schemes benefit from

providing an internal referral route, which exists outside the traditional

line management structure. This can be invaluable where the emergence
of mental health problems, such as stress and anxiety, are linked to poor
workplace practices and potentially a breakdown in the relationship
between line manager and employee. It can also be important where these
are exacerbating issues that have emerged outside of the workplace.

FIGURE 3.2
Building layers of mental health awareness in the workplace
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(e.g. line management, & Mental Health First Aid)

RAISING AWARENESS & BREAKING DOWN STIGMA
(e.g. Time to Change)

Reporting problems

Employers should recognise that, while it is important to provide as many
opportunities to identify problems in the workplace as possible, many
employees will prefer to talk to someone from outside the workplace.
Employers should therefore ensure that they are able to provide employees
with a means to report a mental health problem which exists outside the
workplace structure altogether.

There are a number of free and confidential phone lines, run by charities
such as Mind, the Mental Health Foundation and the Depression Alliance,
which employers should ensure are visible to the workforce. The advice
and support provided by an employee opting to get in touch with an
expert phone line could help them to take the first steps towards raising
issues with management or colleagues.

Monitoring sickness and wellbeing

Finally, where systems are in place to monitor both staff wellbeing and
periods of sickness absence, this can help to identify more complex,
fluctuating conditions. These are likely to result in shorter, more regular
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periods of absence, rather than singular, extended periods. For example,
in 2008 new IB claimants were found to be more likely to report that
their condition fluctuated over time if they had a mental health condition,
compared to those with a physical condition (Irvine 2009).

Most employers monitor sickness absence among their workforce, with
larger organisations, especially those in the public sector, the most rigorous
in recording and acting on sickness absence. The CIPD found that:

‘Almost all organisations surveyed (94 per cent) have a written
absence/attendance management policy. Even among
very small organisations (one to nine employees) nearly

three-quarters (72 per cent) have a written policy.’
CIPD 2015

SMEs are less well equipped to monitor sickness absence. The CIPD’s
finding is reinforced by a recent survey in which around one-third of
SME managers or HR professionals suggested that their organisation
lacks an adequate system for managing and recording sickness absence
(Ellipse 2015). This was echoed by employees of SMEs: 39 per cent

of whom suggested that their employer did not manage their sickness
system well, while one quarter suggested that they didn’t think their
employer knew about the full number of sick days they had taken (ibid).

In order to help them identify and support employees who have fallen ill,

or are at risk of falling ill, it is not sufficient for employers to merely have

a mechanism for recording periods of sickness absence. They must also
ensure that, alongside the monitoring of absence, data is used and collected
in a systematic way. If employers don’t know when or why people are taking
time off, it can be more difficult to identify when someone’s health may be
deteriorating, and so address health problems as they emerge.

Figure 3.3 shows what employers do with the data they collect on
sickness absence. It shows how a majority of employers do use the data
they collect to help inform different business activities. There are, though,
some basic tools that can be used by both large employers and SMEs to
help ensure that sickness and wellbeing is monitored in an effective way,
and that the data collected is used to help prevent sickness and support
those who do fall ill.

Wellness action plans (WAPs) are an employee-led practical tool that
can be used to help inform conversations between line managers and
employees about the requirements of maintaining wellness at work,
and provide the framework through which health and wellbeing can
be monitored over time. Reviewing WAPs can be easily integrated
into supervision meetings and one-to-ones, and can include review
of sickness absence.
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FIGURE 3.3

While a majority of employers use the data they collect to help inform
different business activities, there are some basic tools that can help
ensure that sickness and wellbeing is monitored in an effective way
What employers do with their absence data, 2015 (base 471)
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Source: Chartered Institute for Personnel and Development, Absence management 2015 (CIPD 2015)

Return-to-work interviews after each individual period of sickness
absence are relatively common across different labour market
sectors. However, the rigour with which they are carried out can vary
dramatically. The use of coding tools such as the Sickness Absence
Reporting Tool (SART) developed by the Health and Safety Executive
can provide a more detailed means of recording the details of a period
of sickness absence during a return-to-work interview. Particularly
for SMEs, which largely lack a sophisticated internal HR function,
collecting and coding information in a systematic way can help to
minimise the risk that patterns in sickness absence are overlooked
due to differences in the way that information is recorded.
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3.2 ABSENCE FROM WORK: HELPING EMPLOYEES GET BETTER
Employer-led services to help employees with health problems who

are returning from a period of sickness absence are extremely patchy.
Part of the reason for the inconsistent availability of employer-led health
support is that the role of the employer in the sickness absence system
has largely failed to be articulated in policy terms. With the exception of
the requirement to make reasonable adjustments to the workplace under
the Equalities Act and the requirement to provide statutory sick pay to
eligible workers, what services employers make available to employees
with health problems is largely determined by employers themselves.

There are a number of tools employers can use to help unwell employees
get better, including:

e stress management training
e occupational health services
e employee assistance programmes (EAPs) and counselling

e specialist mental health support (including counselling services,
CBT and IAPT)

e reasonable adjustments (including options for a phased return to work).

3.2.1 Stress management training

What is it?

Stress at work is best understood as arising due to a complex mix of
factors that can be positive as well as negative. As such, it’s presence
does not have an absolute correlation with mental health problems,
and there should not be an automatic assumption that stress requires
some form of treatment. The severity and duration of stress matter.
According to Steadman et al (2015), ‘though a short period of stress
may be a normal part of working, prolonged stress can become more
serious, contributing to the development of both physical and mental
health conditions, or worsening existing health conditions.’

Work-related stress affects a significant proportion of the workforce.
In 2015/16 stress accounted for 37 per cent of all work-related illness,
and 45 per cent of all working days lost due to sickness absence
(HSE 2016b). Similarly, 44 per cent of survey respondents report

that their work is ‘stressful’ or ‘very stressful’ (Steadman et al 2015).
Self-reported prevalence of work-related stress is highest among
professional occupations, females, and people working in large
organisations (HSE 2016b).

Stress management training can be made available by employers to
help employees understand the root causes of work-related stress and
develop strategies and techniques to manage it effectively. This can
reduce the likelihood stress impedes on an individual’s mental health
or productivity levels.

How common is it?

There is a disconnect, though, between the proportion of the workforce
who encounter stress in the workplace and the proportion who can
access stress management training in the workplace, the availability of
which remains limited. It is estimated to be accessible to just one-third
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(31 per cent) of employees overall, and far fewer in small, private sector
firms (Steadman et al 2015).

Is it effective in reducing long-term sickness?

The effectiveness of employer-led programmes and strategies to reduce
work-related stress is contested. Despite reporting that making stress
management courses available can help employees to handle stressful
situations and prevent them from arising in the first place, the Royal
College of Psychiatrists has argued that there is ‘no firm evidence that
stress management techniques reduce the prevalence of common
mental illness or of sickness absence’ (RCP 2008).

However, more recent work has found that courses for employees
based on self-guided, internet-based stress management techniques
can improve health across a number of metrics, including reductions in
feelings of stress and anxiety. They did not, however, find any reduction
in employee absenteeism (Ebert et al 2016).

3.2.2 Occupational health services

What is it?

Occupational health services can be delivered either in-house or via
a contractor, and are aimed at improving the health of the workforce
by reacting to and preventing work-related illness. The services

are delivered largely by private sector providers, although the NHS
Health at Work scheme is also available for employers to purchase.
After a health concern has been identified, an employee can be
referred to the occupational health service, which will usually then
undertake assessment of the employee’s need, before working

with them over a number of sessions to begin to resolve issues and
improve their health.

The Black and Frost review (2011) identified the role of occupational
health as central to supporting employees back into work.

‘Occupational health input was cited as being most effective
in tackling long-term absence. Conversely, lack of access to
occupational health — especially among smaller businesses

— has been consistently cited as a significant barrier to good

sickness absence management.’
Black and Frost 2011

Because occupational health provision usually entails a strong line of
communication between the health practitioners and line managers

or HR, there is a perception that it allows employees’ health issues

to be addressed more quickly than may be the case were they left

to independently navigate public services. During our workshop with
large employers, there was a strong view that where employees cannot
access occupational health and so instead enter mainstream NHS
services via their GP, periods of sickness absence can be longer. This
was echoed in the Black and Frost review, in which employers reported
that occupational health services allow them to avoid the need to await
the views of GPs, who can lack the time, expertise in employment,

and understanding of the business needed to provide appropriate and
timely advice.
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A further benefit of occupational health provision is that it can provide
more accurate diagnostics of health problems within the context of a
particular workplace, due to a more sophisticated understanding of
that workplace. Occupational health services can therefore also play
an important role in identifying the adjustments in workplace practices,
culture or physical environment that are needed to help improve
employees’ health.

How common is it?

Occupational health services are among the most common types of
health support available in the workplace, particularly among larger
employers with access to more financial resources. According to
the 2014 Health and Wellbeing at Work Survey, half of employees
(51 per cent) interviewed reported they had access to occupational
health services. Among employers whose workforce exceeded 250
employees, this rose to two-thirds (65 per cent) (Steadman et al 2015).
This represents an upward trend in recent years. Between 2011 and
2014, the proportion of employees reporting access to occupational
health had grown by 13 percentage points (ibid).

Given that occupational health is usually determined by an employer’s
(rather than an employee’s) willingness to pay for the service, access is
related to the size and profitability of the employer, with smaller firms
much less likely to provide employees with access to occupational health
services. Access among employers with between 1 and 50 employees is
estimated to be just 21 per cent (ibid).

Interestingly, ESA claimants are less likely to have had access to
occupational health services. A recent DWP survey identified that

as few as one-third of claimants had access to occupational health
(Adams et al 2015). This is likely to be due to the fact ESA claimants
disproportionately come from the lower-paid end of the labour market,
and from smaller firms or agencies.

Does it help reduce long-term sickness?

There is some evidence that occupational health services help people
experiencing musculoskeletal conditions to manage their health more
effectively. Randomised control trials have found that employees who
receive specialist consultations with a physician and physiotherapist
focused on teaching skills to cope with their condition, tend to return
to work more quickly than those treated in primary care (NICE 2009).

Occupational health is less effective at helping the significant proportion
of individuals joining the ESA caseload who have mental health
conditions. This group requires a more complex approach to supporting
employee health than is traditionally available via occupational health,
which is largely designed so as to identify and administer appropriate
treatment for physical conditions (RCP 2009).

3.2.3 Employee assistance programmes (EAPs) and counselling

What is it?

Employee assistance programmes (EAPs) are employee benefit programmes
which are intended to help employees understand and manage personal
problems which have affected, or have the potential to affect, their
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health and work performance. EAPs generally have low barriers to entry,
with employees able to refer themselves into the service confidentially.
They generally include an initial assessment, a short-term counselling
intervention from an independent source, and a referral service to external
provision where this is deemed appropriate. They aim to provide an easily
accessible psychological support service, which can help to unpick both
work-related and non-work-related problems in a holistic way.

How common is it?

It is estimated that more than 8 million employees in around 5,200
organisations in the UK have access to EAP services, but that just

5-10 per cent of those with access actually go on to use the service,
leading to fears that they can often be underpublicised and underutilised
(Rick et al 2012). Like occupational health services, EAPs are more
available to employees of larger organisations compared to SMEs.

Is it effective in reducing long-term sickness?

A recent study found that EAPs can lead to improvements in both
employees’ psychological wellbeing and sickness absence rates (ibid).
There was found to be significant variation between organisations in
terms of whether these improvements occur.

These findings are supported by those of similar studies that have
examined the effectiveness of workplace counselling (not restricted

to that provided by EAPs). More than 90 per cent of employees who
access workplace counselling are estimated to be highly satisfied with
the service they receive, would use the service again if necessary, and
would recommend it to colleagues. Workplace counselling interventions
have also been found to reduce both symptoms associated with
common mental health problems and sickness absence rates in the
majority of those who access them (McLeod 2010).

Where they are implemented effectively, EAPs can be part of a proactive
approach to preventing and actively managing sickness absence. While
they should not be seen as a replacement for more specialist forms of
intervention for diagnosed mental health conditions, they are able to play
an important role in improving health outcomes for employees.

3.2.4 Specialist mental health support

What is it?

Where mental health conditions are identified in the workplace, many
employers face a real challenge in helping affected individuals, together
with health professionals, to identify appropriate workplace support.

The two most common mental health conditions are depression and
anxiety disorders. Common mental health conditions experienced in

the workplace could be caused or exacerbated by life events outside of
work, or work-related events and pressures, or a combination of the two.
Among employees rating their mental health as ‘poor’, only 7 per cent say
this results solely from problems at work, 54 per cent saying it is due to

a combination of problems at work and problems outside of work, and

37 per cent saying problems outside of work were the exclusive cause.
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So, while most employees cite problems at work, only a small minority see
these as the exclusive cause for their poor mental health (CIPD 2016).°

There has been a long-term increase in the prevalence of common mental
health conditions such as depression and anxiety among the wider UK
population. According to the 2007 adult psychiatric morbidity survey, the
number of adults in England who meet the criteria for one common mental
health condition increased from 15.5 per cent to 17.6 per cent between
1993 and 2007 (NHS Information Centre for Health and Social Care 2009).

For those mental health conditions that are directly work-related,
workload pressures have been identified as being the predominant factor,
followed by interrelationships at work and changes at work (HSE 2016b).
For work-related depression and anxiety, understanding the nature

of the work-relatedness and putting in place strategies to reduce the
pressures felt by the individual are central to health outcomes improving
and sickness absence rates falling. Occupational health provision, EAPs
and counselling can play an important role here.

FIGURE 3.4

Workload pressures are the predominant factor for employees with
directly work-related mental health conditions

Breakdown of mental ill-health cases reported to THOR-GP according
to precipitating event (aggregate across 2013-2015)
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For common mental health conditions which have an impact on an
individual’s ability to work, but which may not be predominantly work-related
in terms of their cause, directing an employee to more specialist forms of
mental health support may also be appropriate. However, while occupational

5  Two per cent responded ‘Don’t know’.
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health provision is becoming more widespread, there is no evidence that
this is also the case for employer-initiated specialist mental health services.
This is despite evidence that their use, alongside other changes to workforce
practices, is widely recognised as being helpful in increasing the probability
of an individual returning to work.

In recent years, there has been a national drive to significantly increase
access to cognitive behavioural therapy (CBT) — a therapeutic, talking
therapy intervention usually delivered over an eight-week period for
people with depression and anxiety disorders. CBT is largely delivered
through the Improving Access to Psychological Therapies (IAPT) service
introduced in 2007. By providing the option of employment advice
alongside clinical treatment, IAPT aims to intervene as early as possible
to help people return to work from a period of sickness absence.

IAPT teams are able to refer people accessing the service to employment
assistants (EAs) where that person is in employment and is considered
to potentially benefit from specialist employment advice. Employees can
be referred into the EA service by GPs and employers, as well as via
IAPT teams. EAs are able to provide practical advice to help employees
deal specifically with work-related problems that they are experiencing,
and which are raised during psychological therapy sessions.

An evaluation of EA pilots that were run between 2009 and 2011 found
the problems that prompted IAPT service users to seek employment
advice were often associated with relationship difficulties with their
managers and colleagues, the reorganisation of work and difficulties
managing workloads (DWP 2013).

How common is it?

Despite the growing evidence of its effectiveness, the extent of specialist
mental health support available through the workplace is inconsistent.
Steadman et al (2015) found that the provision of independent
counselling and advice was available to only a minority (39 per cent) of
employees, and that accessibility had not increased between 2010-2014.

There is evidence that the lack of availability of specialist mental health
support means that employees’ mental health needs often go unmet.
According to Steadman et al (ibid), employees with a mental health
condition were more than twice as likely to report unmet need compared
to those with physical health conditions (22 per cent compared to

10 per cent).

Employees who move onto sickness benefit as a result of a period

of absence are significantly less likely to have accessed employer-led
health services than the average worker. Just one in five (18 per cent)
ESA claimants have accessed independent counselling and one in three
(33 per cent) have accessed occupational health services (ibid).

How effective is it in reducing long-term sickness?

There is strong evidence demonstrating the effectiveness of specialist
mental health support in preventing relapse for people with depression
and anxiety disorders. A study by the Royal College of Psychiatrists
(RCP 2008) found that CBT can help people with common mental
disorders return to work after a period of sickness absence, although
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the time-limited nature of courses of treatment was considered unhelpful
by some. Evidence demonstrating that CBT combined with employment
support can increase the number of people on sick pay and benefits
convinced the government to support widening access (DoH 2011).

Similarly, the 2013 evaluation of the IAPT EA pilots found widespread
service-user satisfaction, with 89 per cent reporting that they would
recommend the service to others, and 58 per cent reporting that their
work-related problems had been fully or partially resolved. Of those who
had returned to work after sickness absence, 26 per cent said they would
not have returned so soon without the employment advice they received.
Of those who were on sickness absence when they started seeing the
EA, 63 per cent were attending work when they stopped seeing their
adviser (DWP 2013). It was not possible to conclude the extent to which
this would have happened with access to IAPT treatment alone. However,
given that employed IAPT service users who were referred for EA had
worse mental health than the IAPT service users who did not see EAs, it
is reasonable to conclude that the combination of psychological therapy
and employment advice was particularly effective in helping them return
to work after sickness absence.

CBT can, then, be used as part of a wider rehabilitative effort aimed at
improving employee’s health outcomes and bringing about a return to
work. But in order to maximise the chance that clinical interventions
are effective, employers must also ensure that they are complemented
by regular managerial contact with the employee, and not offered in
isolation. This gives clinical interventions the best opportunity to unpick
both individual- and organisation-level drivers of poor mental health.

While CBT and counselling can be effective with the majority of common
mental health conditions experienced in the workplace such as stress,
anxiety and depression, they are less likely to be effective in dealing with
more severe and enduring conditions. In cases such as these, the employer
should assist the employee in accessing the necessary clinical support.

People with schizophrenia for example tend to have far lower rates of
employment. It has been estimated that between 30 and 50 per cent
of people living with schizophrenia in the UK are capable of working
(Marwaha and Johnson 2004). For this group, the employer will need
to be engaged so as to manage periodic periods of sickness absence
together with the employee, and ensure that potential barriers to the
employee returning to work are overcome.

3.2.5 Returning to work: Reasonable adjustments

What is it?

If sickness absence is managed effectively, perhaps involving a
combination of clinically effective health interventions and regular
contact with a line manager or HR staff, the likelihood of an employee
returning to work is enhanced.

In anticipation of a return to work, employers should consider making
reasonable adjustments to the workplace. For employees who are legally
captured by employment discrimination law (such as those classified
under the Equality Act 2010), the employer is legally required to provide
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reasonable adjustments to the workplace so that the individual can
continue to work.® This is most commonly associated with alterations
to the physical work environment, although employers should also
consider the potential need for alterations in workplace practices
(such as a period of flexible working or reduced hours).

How common is it?

Despite this, there is significant variation in the extent to which
reasonable adjustments are actually implemented. According to a
recent survey of employees with a health condition or recent period
of sickness absence, 39 per cent reported having no adjustments
made by their employer as a result of their sickness and subsequent
return to work (Steadman et al 2015). Survey data also shows that
the provision of workplace adjustments for ESA claimants is similar
to that for non-claimants, with around 59 per cent of the former
having experienced efforts from their employer to make at least one
adjustment (Adams et al 2015).

Where adjustments are made, the most common are thought to be:
permitting employees to take time off at short notice (to attend
appointments, for example); permitting employees to work flexible
hours, or undergo a phased return to work; and permitting employees
to change the nature of their daily tasks (Steadman et al 2015).

But there are also risks. As flexible working entitlements have become
more widely enjoyed, a phenomenon of ‘leavism’ has also emerged
whereby individuals can work around their conditions using flexi-time
and annual leave. Flexible working can provide an opportunity for
employees to balance work with the demands of a health condition, be
it short or long term, and so is often considered a form of reasonable
adjustment. However, as with presenteeism, it has the potential to lead
employees to continue to work during periods where a more prolonged
and total absence from work may be more appropriate for their long-
term health and work prospects.

Does it help reduce long-term sickness?

Employees report that adjustments have the potential to make a real
impact on their ability to continue to work. Thirty per cent of people aged
over 50 who leave employment for reasons of sickness and disability
report that they would not have left had adjustments been made to their
duties or work environment (Maclnnes et al 2014).

For the predominant causes of long-term sickness, implementing
reasonable adjustments to the workplace can be particularly important.
For employees with musculoskeletal conditions, employers should go
beyond providing health interventions such as physiotherapy. According
to the Health and Safety Executive:

‘Altering a task, equipment or the workload an individual
faces can significantly reduce the risk of [musculoskeletal
conditions] reoccurring ... Often the costs of any adjustment

6  The Disability Discrimination Act (DDA) 1995 was repealed and replaced by the Equality Act 2010
for all workplaces in the UK, with the exception of Northern Ireland where the DDA still applies.
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are outweighed by the longer term benefits of getting the

employee back to work early.’
HSE 2016b

Similarly, there is often a need to implement reasonable adjustments for
employees returning to work after a period of sickness absence brought
about by the presence of a mental health condition. An employee with a
mental health condition that affects day-to-day activities in a non-trivial
way is considered disabled under the Equality Act, and so is legally entitled
to reasonable adjustments. This could include things such as one’s ability
to use public transport during rush hour, or sitting in a certain part of an
office, for example. It is also required that the condition has lasted for at
least 12 months, or is expected to last 12 months. An employee is covered
by the law if they met these criteria in the past, but have since recovered.

Research has shown that both ESA claimants and non-claimants with
mental health conditions are less likely than those with physical conditions
to feel that their employer had been supportive or that the adjustments

to the workplace offered or made enhanced their ability to stay in work
(Adams et al 2015). This could reflect a lack of understanding among
employers of mental health conditions, or how mental health can be
improved and protected through changes to working practices.

There is also evidence that employees who access counselling and discuss
their condition with their employer are actually more likely to access ESA
without a preceding period of sickness absence than those who do not
(ibid). This suggests that some employers may be encouraging long-term
detachment from the labour market for those with mental health conditions
rather than considering use of a period of sickness absence to put in place
adjustments that may support a quicker return to work.

There is, therefore, a continued lack of recognition among many employers
about the benefits of implementing adjustments to the workplace for
employees with mental health conditions, and an apparent lack of
willingness to implement changes where need is identified.

3.3 SUMMARY

Despite real advancements in the availability and quality of employer-led
initiatives aimed at supporting employees with long-term health conditions,
it remains the case that particular groups are still disproportionately likely
to miss out on the support they need. People living with mental health
conditions, people working for SMEs, and people working casual hours or
for employment agencies continue to be denied the access to support that
is available to others in the labour market. The result is that these groups
continue to be overrepresented among those who experience long-term
sickness and inactivity. Where an individual falls into more than one of
these three categories, the likelihood of their health condition leading them
into inactivity is enhanced further.

It remains the case that not all employers record sickness absence,
let alone do something with the information they record. Even when
monitored, the services offered may be limited. Mental health support
in particular (and an organisational culture in which employees feel
able to identify and discuss it) remains in its infancy in many parts of
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the labour market. An examination of services such as occupational
health and employee assistance programmes show how their availability
does not appear to be growing quickly enough to meet the scale of the
challenge posed by sickness in the workplace. While the implementation
of reasonable adjustments for people with more complex (particularly
mental) health conditions is improving, it remains patchy, meaning many
people continue to be denied the support they need.

While there are core groups of employees who continue to be denied
access to the support that could potentially improve their health and
work outcomes, it is important to recognise that there are limitations
to what employers (particularly SMEs) can achieve given the current
weaknesses of the wider policy framework. It is with this in mind that
the next chapter turns to examine the different policy initiatives that
have been introduced to help reduce long-term sickness absence
and health-related inactivity.
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4.

CURRENT POLICY
AND THE TENSIONS
PREVENTING REFORM

The systems of support for employees with health conditions have
improved in recent years, including through the growth of occupational
health support and the establishment of the ‘Fit for Work’ service.
However, there remain problems with the system at large, including
with the provision of both financial support to employees, and practical
support to help them manage their condition. While the previous chapter
highlighted examples of best practice among employers, there is more
that public policy can do to ensure that a greater number of employers
go on to actually implement them, and to identify where the state can
act to fill in the gaps and resolve the evident tensions in the system.
This chapter addresses each of these in turn.

4.1 FINANCIAL SUPPORT FOR WHEN PEOPLE GET SICK

When employees get ill, in most cases they are able to access financial
support from their employer for a limited time period. Public policy
provides a safety net for employees through mandatory sick pay,

but many employers offer more generous benefits to their employees.

The provision of contractual sick pay (or occupational sick pay [OSP])
above the minimum legal limit is a widespread employee benefit.
The Black and Frost review found:

‘Around half of employers — covering up to 70 per cent of
employees — are much more generous and offer OSP often at
full pay and usually from the first day of absence. We estimate
that SSP places an obligation of around £1.5 billion on
employers, but on top of this employers voluntarily pay

an additional £6.9 billion in OSP.’
Black and Frost 2011

Separate research for the DWP found that 48 per cent of employers
surveyed paid all or some of their staff occupational sick pay, and of
those that did, most (93 per cent) started paying OSP at 100 per cent
of workers’ salaries (Young and Bhaumik 2011).

The proportion of firms offering their employees OSP varied widely

by he size of firms. Large firms were very likely to offer it (88 per cent)
compared with 71 per cent of medium and only 47 per cent of small
employers (ibid).
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There is also variation according to sector, with public sector employers
more generous in their provision of occupational sick pay than those in
the private sector. According to the Black and Frost review, ‘The median
duration of OSP at full pay in the public sector is 26 weeks; in the private
sector it is eight weeks’ (Black and Frost 2011).

A survey of employers for the DWP found that the majority (68 per cent)
hold their occupational sick pay at the same level throughout the period
during the employee’s entitlement, compared to some 23 per cent of
employers who reported varying the rate.

4.2 DOES GENEROUS FINANCIAL SUPPORT ENABLE

RETURN TO WORK?

There are obvious advantages to providing contractual sick pay to
employees, not least in recognising their value to the workforce,

and ensuring that they are not plunged into financial hardship which
could potentially exacerbate other problems, such as debt or anxiety.
However, the design of sick pay systems in the workplace, and their
generosity, requires careful consideration.

While around half of employers provide occupational sick pay, a review
by the Economist Intelligence Unit of 17 countries’ sick pay regimes
found the UK to be, on average, less generous than most. The UK’s rate
of salary compensation averaged 15 per cent of salaries, ahead only of
Ireland and Portugal (EIU 2014).

At the more generous end of the spectrum are full salary compensation
schemes. Germany operates a system where, for a period of time, full
pay is mandatory — that is, an employee’s salary must be fully or partially
maintained for a specified period. Other countries operate the full pay
model too, including Austria, Finland, Norway and Belgium (OECD 2010).
While the upfront costs to employers may be the same, their generosity
differs significantly. Germany demands full pay for the first six weeks, for
instance, while in Finland it is only the first nine days, though in reality
most employers pay full salary for the first one or two months (ibid).

A second model is a reduced salary scheme, which is also common
among OECD states. For example, in Poland 80 per cent of the worker’s
salary must be paid for the first 33 calendar days, and in Spain sickness
benefits are paid at 60 per cent of salary from the 4th to 15th day of
absence (ibid).

While these international models may prevent sharp falls in income,
and are thus more generous to the employee, the time period they
cover tends to be shorter than in the UK, and therefore may fail to
support employees with longer-term conditions, or conditions with
longer recovery periods. By being shorter, but more generous, the
total cost burdens of paying sick pay may be similar. For example,
were UK employers mandated to operate a German-style regime at
100 per cent salary, based on average weekly earnings of £504, an
employer would pay around £3,024 over six weeks, compared with
the current cost of 28 weeks’ SSP of £2,464.
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There is evidence that more generous sick pay schemes tend to be
associated with higher levels of sickness leave. Research conducted

in Germany, where the federal government legislated to raise the
equivalent SSP from 80 per cent of worker salaries to 100 per cent

for the first six weeks, illustrates the challenge. This change led to the
length of periods of sickness absence increasing by on average one
day (or 20 per cent) (Ziebarth and Karlsson 2013). Such findings were
supported by research in Finland, which identified a strong correlation
between the extent of salary replacement and levels of sickness
absence (Bockerman et al 2014). In some cases this may be as a result
of reduced preseneetism, with employees merely taking time off when
they need it, and while they recover. In some cases, employees may be
taking more leave than is necessary.

There is, therefore, a tension for employers. More generous schemes
can help protect employees when they fall ill and while they recover.
They may help reduce presenteeism, and they could be an attractive
benefit for employees. However, they can encourage employees to
take longer periods of sickness absence than is necessary. Employers
need to consider these factors when deciding on their sickness
absence schemes.

4.3 SUPPORTING EMPLOYEES WHO DO NOT RECEIVE
OCCUPATIONAL SICK PAY

Statutory sick pay (SSP) refers to the legal obligation of an employer
to pay an employee a minimum income of £88 per week for up to six
months during periods of sickness absence. The costs of this are
completely absorbed by the employer.

An individual who is in work (and who is not self-employed), is legally
entitled to receive SSP as long as they: have done at least one day’s work
for their employer; are sick for four full days or more in a row (including
non-working days); earn on average more than £112 per week (before tax);
and follow their employer’s rules for accessing sick pay.

To receive SSP, an employee must do the following.
1. Tell their employer straight away that they’re sick and can’t work.

2. Let their employer know what the first day of their illness was,
even if it was a non-working day.

3. Confirm their iliness in writing (this is called ‘self-certification’) —
they’ll need to do this within seven days of telling the employer that
they’re sick.”

4. Get a doctor’s note if they’re sick for longer than seven days (called a
Fit Note) and they have been asked by their employer to present
one — the seven days includes any days when the employee wouldn’t
normally be working.

SSP is the minimum employers are expected to pay their employees for
the 28 weeks of sickness absence, but, as outlined above, many pay more.

7  Adams et al (2015) report that despite the self-certification option for up to seven days, 70 per cent of
ESA claimants are likely to have been required to supply a Fit Note, and within this 55 per cent had to
do so within the self-certification period.
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While employers who pay SSP only are in the minority, individuals who
end up on sickness-related benefits are disproportionately likely to only
have received SSP when in work. A recent survey of employment support
allowance claimants reported that among respondents who received
some form of sick pay, 66 per cent received SSP only, 15 per cent
received a combination of SSP and OSP, and 13 per cent received OSP
only (Adams et al 2015) This may well be the result of the type of work
ESA claimants were previously employed in, and the nature of the firms
they worked for.

More troubling is the finding that many individuals, particularly those
within probationary periods, on temporary contracts, or employed as
agency staff, report not being aware of their SSP entitlements. Over
one-third (35 per cent) of employees on ESA had not received sick
pay during their latest period of absence prior to claiming ESA (ibid).
There appears to be a widespread lack of understanding around
employment and sickness rights, particularly among low-income
groups and the contingent labour market, as well as many examples
of incorrect practices being adopted by employers (whether
knowingly, or not) (ibid).

The survey by Adams et al (2015) also revealed that, as well as low
awareness, there appears to be significant numbers of people moving
onto ESA because they were told that they were not eligible for statutory
sick pay. A third of ESA claimants surveyed (35 per cent) who did not
receive sick pay reported that their employer had informed them that
they were not eligible. Of this group:

e 55 per cent said this was because they were employed on a
probationary period, temporary contract or as an agency worker

e 36 per cent said this was because they worked variable or
part-time hours.

The contingent labour market appears to be particularly problematic,
as demonstrated by the following finding from the survey:

‘Those employed via an agency as opposed to directly by an
employer were significantly more likely to state contractual
reasons as to why they were not eligible for sick pay

(82 per cent compared to 47 per cent). However, this is
inconsistent with government guidance on SSP, and may
suggest that employers have been incorrectly withholding

SSP from agency workers.’
Adams et al 2015

The lack of understanding on the part of both employees and
employers with regards to obligations to pay statutory sick pay once
entitlement rules have been met is something that clearly needs to
be addressed - not least because where unscrupulous employers fail
to do their legal duty, the state ends up picking up the tab through
benefit payments.
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4.4 DOES THE CURRENT DURATION OF STATUTORY SICK PAY AID
RETURN TO WORK?

Currently, employees are eligible for statutory sick pay for up to 28 weeks
of sickness absence.

There is international evidence that increasing employer contributions to
sick pay and lengthening the period of protection can help reduce sickness
absence. In the 1980s, employers in the Netherlands only had financial
liability for sick pay for a few weeks. This was progressively increased

to one year and then two years. This led to a decline in absence rates.

As the OECD has observed, ‘increasing employer co-payments can be

an effective strategy in tackling high absence rates’ (OECD 2010).

4.5 DO LOW LEVELS OF STATUTORY SICK PAY AID RETURN

TO WORK?

An important first reflection is that the existence of any statutory sick pay
regime is a positive thing, and one that should not be taken for granted.
A review of OECD countries identified at least four developed states that
operate no statutory sick pay system at all, allowing employers to pay
nothing to their workers if they become sick (OECD 2010.

Equally, there are many countries where the sick pay system is considerably
more miserly than in the UK, both in terms of the legal coverage of support,
and length of time that an employer must pay their employees. Especially
on the latter point, the UK’s system appears comparatively generous even
against the most advanced economies and welfare states (see ibid).

The floor level for statutory sick pay in the UK — £88 - is very low relative
to average weekly earnings and indeed some out-of-work benefits. Where,
in August 2016, average weekly full time earnings were £504 per week,
SSP was the equivalent of 17.4 per cent of average earnings (ONS 2016).
Although individuals on sustained periods of SSP are also entitled to in-
work universal credit, which can support housing costs and tax credits
and so top up this low level of pay, it is paid in arrears, meaning that
SSP recipients are likely to be plunged into hardship fairly quickly. This is
particularly true of those working only part-time, whose SSP entitlements
will be lower still. For example, if the employee qualifies for SSP having
met the complex eligibility criteria, and only works three days per week,
their SSP entitlement will reflect that, and be set at £53 per week.

The labour market literature would suggest that keeping entitlements

low should incentivise returning to work as quickly as possible (see for
example Ljungqvist and Sarjent 1998), and this is supported by the OECD
which clearly sets out how generous sickness regimes encourage longer
rates of absence, and eventual flow onto disability benefits (OECD 2010).
However, this is to be balanced against the impact of low entitlements on
employees who fall sick.

Statutory sick pay and behaviour change - the Netherlands

In 1967, the Dutch government established a disability insurance
programme that combined two existing schemes: one for work-
related diseases and injuries, and another for other disabilities.
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The state-funded programme had generous benefits — replacing

80 per cent of salary — and relatively easy access. This led to a rapid
expansion, and spending on the programme reached 4 per cent of
GDP in 1980, over three times the OECD average.

When initial restrictions on eligibility introduced in the early 1980s
failed to reduce costs, the Dutch government in 1996 made employers
responsible for the costs of sickness benefits and extended their
duration. In 1998, experience ratings were introduced in order to make
the cost on individual employers reflect levels of sickness absence

at the organisation.

In 2002, the Gatekeeper Protocol was introduced which placed
significant requirements on Dutch employers to rehabilitate

and accommodate sick workers. This includes conducting an
assessment of prognosis, developing a return-to-work plan,
appointing a case manager, and providing a set of prescribed
occupational health services. Dutch employers have to engage a
company doctor to evaluate sickness reports and refer workers
to specialist support. Where return to work is not possible,
employers are required to explain why, and to support the
worker into suitable alternative employment.

In 2004, the period for which employers are responsible for providing
sick pay and rehabilitation support was extended to two years.

The reforms can be seen as highly successful in some respects.
There have been significant declines in spending on sickness

and disability. Spend on sickness benefits and disability pensions
declined from 6.5 per cent of GDP in 1980 to 2.9 per cent in 2011.
There has been a decline in sickness-absence rates, with the

rate of short-term work absence down 25 per cent, and disability
insurance caseloads also falling 25 per cent.

However, there have also been some negative developments
associated with the reforms.

* Declining employment among disabled people — whereas one in
two people with disabilities were in work in 2000, this had fallen
to one in three by 2014. Unemployment among disabled people
tripled over the same period. Some have suggested that this
decline in the disability employment rate was the result of greater
reluctance on the part of employers to hire people with disabilities
or health problems as a result of the greater liabilities placed on
them for supporting employees who become sick in work.

* Increase in temporary employment — initially, benefits for workers
on temporary contracts were funded collectively, rather than by
individual employers. There was a large increase in temporary
employment following the introduction of the reforms, which has
been seen as being in part driven by a desire by some employers
to limit their liabilities. The Dutch government has recently closed
this loophole and made employers responsible for covering the
costs of benefits for temporary staff too.

Source: Fultz 2016
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4.5 THE RIGHT TO RETURN TO WORK

Currently employees who are on SSP have a right to return to their
previous job if and when they recover. However, once the SSP period of
28 weeks has been completed, employees do not have a right to return
to work.

Employees who recover after a period of 28 weeks’ sickness face a
difficult situation. They are not entitled to return to their old job, which may
have been filled or absorbed within the organisation, and their employer
may be wary of taking them back in case they face a relapse. It may also
be difficult for an individual to secure alternative employment given their
recent prolonged gap in their work history, and the fact that their health
may not be fully recovered.

This contrasts with the protection offered to mothers who take maternity
leave. Mothers have a period of statutory maternity leave of 52 weeks, of
which 39 weeks are paid. The mother has the right to return to work at
any point during that 52-week period, and is protected by law from unfair
dismissal during the period.

4.6 IN-KIND SUPPORT FOR EMPLOYERS:

FIT NOTES, FIT FOR WORK AND ACCESS TO WORK

As well as mandating the level of sick pay to which employees are
entitled, the state also provides support and advice services, targeted
particularly at those employers that lack the in-house capability and
expertise to provide the necessary support to employees.

4.6.1 The Fit Note

What is it?

The state’s involvement in the sickness absence process generally
begins with advice from GPs through the Fit Note, which is designed
to a) encourage GPs to focus more closely on the extent to which an
individual’s sickness limits their ability to work, and b) to help provide
guidance to employees and employers about the adjustments to the
workplace that might be needed. For instance, beyond determining
whether an individual is fit for work or otherwise, the note includes
options by which the GP can recommend a graded return to work,
altered hours or duties, and workplace adaptations.

Given that this is required as proof of sickness, and consequent eligibility
for SSP after seven days of continuous absence, it should help inform
the employer of the basic changes that might be necessary to help
manage an employee’s health condition, and make adjustments to bring
them back into the workforce (much as the advice from an employer
occupational health service would).

Despite the fact that doctors have been fairly positive about the role

of the Fit Note in supporting return to work (Hann and Sibbald 2013),
with 60 per cent believing that it increased the frequency with which they
recommended a return to work to help patient recovery, this does appear
to have been from a very low base.
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Does it aid return to work?

A review of the Fit Note by Nottingham University found that just

6.7 per cent of those collected from employers participating in the study
had the option for ‘return to work’ selected (Coole et al 2015). This
finding was reinforced by the Black and Frost review, which found that, in
a study of line managers, just 10 to 15 per cent of Fit Notes were ‘may be
fit notes’, and this fell to as little as 2 per cent of Fit Notes in some large
organisations (Black and Frost 2015). According to the research from
Nottingham University:

‘An important finding was that “may be fit” notes would usually
not be considered [by GPs] until after one or more “not fit”
notes. If this is the case, there is a risk that opportunities are
being missed to help employed patients avoid any sickness
absence by using the “may be fit” option more proactively i.e.
to draw an employer’s attention to where preventative action
could be taken.’

IEOH 2015°

Employers we spoke to as part of this research also argued that the
content of Fit Notes are fairly limited in their advice, and that advice
often does not take account of the nature of the affected employee’s
work. A recent survey (EEF 2014) found that more companies disagreed
(45 per cent) than agreed (16 per cent) that the advice given by GPs
about employees’ fitness for work had improved.

The extent of advice given by GPs on the Fit Note does appear to be
influenced by a wide range of factors, including: who they thought was
likely to read the note; how it would be interpreted; whether the Fit Note
was written for other reasons than ill-health; the GP’s desire to maintain a
certain relationship with the patient; a perceived lack of confidentiality in
the workplace; their [the GPs] own beliefs and attitudes about what was
‘safe’ to disclose; and the method of completion (IEOH 2015). The more
proactive employers we spoke to through the course of this research
would therefore follow up with GPs to discuss the employees condition
and seek further advice. However, it is clear that smaller employers may
particularly struggle to find the time to do this, and that all employers are
likely to run into some of the challenges listed above.

It is also fair to say that expectations of GPs in relation to giving
occupational health advice may be too high. The GPs primary concern
and expertise is in relation to the patient’s health and wellbeing. As such,
even if they recognise the value of good employment as a part of a
patient’s recovery, GPs may not be best placed to provide the more
extensive advice needed to aid the return to work.

Equally, if the notes are to support employers, not only may they require
more detail earlier, but they might also be used to better signpost
individuals to available support. At present, while government guidance
signposts GPs to wider employee support (such as Fit for Work —

see section 4.6.2), the Fit Note does not include an option to signpost
the employee to Fit for Work if the discussion with the GP has revealed

8  Though 76 per cent of doctors agree that they feel obliged to give sickness certificates for reasons that
are not strictly medical (Hann and Sibbald 2013).
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that the employee does not have access to occupational health or other
support services at work.

At a time when around one-quarter of employers (24 per cent) believe the
Fit Note has not accelerated return to work for employees (compared to
40 per cent that believe otherwise) (EEF 2014), it seems clear that there is
some way to go in improving the Fit Note system for both employers and
employees, particularly in directing employers and employees to effective
support services.

4.6.2 Fit for Work

What is it?

After several years of piloting, the Fit for Work service was formally
introduced in 2015, replacing numerous previous schemes. The service
is intended to support employers in reintegrating the long-term sick back
into work, especially the significant minority who lack access to employer
occupational health services, by offering ‘focused return-to-work
support’ for employees during periods of long-term sickness absence
(periods exceeding four weeks). It also offers a direct, confidential advice
service to employers, irrespective of whether they have an employee
referred to the Fit for Work service or not. The system is voluntary — an
employer or GP can refer an employee to Fit for Work to receive support,
but the employee can opt out. An employee cannot, though, self-refer.

Where referred by a GP, employees are contacted within two working days
by a case manager, after which they receive a ‘holistic biopsychosocial
assessment’. The case manager seeks to identify the obstacles preventing
the employee from returning to work, and works with them to agree a
‘return-to-work plan’ designed to address each obstacle and enable a
safe and sustained return to work. Assessments generally take place over
the phone, with few face-to-face interviews throughout an employee’s
interaction with the service (BMA 2016). This has raised some concerns
over the accuracy of some assessments.

This return-to-work plan aims to reflect the assessment and set out
work-focused advice and recommendations which have been discussed
with the employee to help them return to work more quickly and safely.
The plan is sent via email or post (where appropriate) to the GP, the
employee and the employer (subject to the employee’s consent),

and can therefore act as a replacement for the Fit Note.

Finally, as part of a return-to-work plan, the employer can claim up to
£500 back in tax where meeting the costs of making adjustments.

Does it aid return to work?

It is probably too early to say whether the Fit for Work service will have
an impact on the propensity of individuals to return to work rather than
move onto out-of-work benefits. However, given the evidence that the
absence of intervention after four weeks significantly reduces the chance
of an individual returning to work, a service that does offer effective
interventions to those groups who would otherwise not receive them is,
in principle, a good thing.
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The pilots of the Fit for Work service, on which the current model is broadly
based, offer a reasonable proxy for understanding what the effects and
limitations of the programme might be, given limited evidence in relation

to the performance of the scheme so far. In surveying participants during
the pilots’ second and third years, roughly three-quarters (76 per cent) said
that the pilot had helped them return to work and just 22 per cent said that
it had not (Hillage et al 2015). The following quote from the evaluation of
the pilots highlights both the potential benefits of the service as well as the
limitations of the evaluation:

‘The evidence from the fit note data collection exercise in the
Manchester, North Staffordshire and Leicester pilots throws
some positive light on this issue. In two out of the three areas,
clients returned to work sooner on average than the control
group of all fit note recipients in the same area, taking into
account a four-week lead time before clients took up the
service. It should be noted that these two groups are not
matched other than in their initial absence period: the ‘fit note
population’ control group would include a range of people for
whom the pilots would not be appropriate, and differences
between the two groups (for instance in motivation to work
or socio-economic conditions) may account for some of the
difference in outcomes.’

Hillage et al 2015

For all of the service’s potential, the pilots identified issues that are
likely to be pervasive under the current Fit for Work service structure.
For example, the pilots struggled to attract clients from SMEs, despite
SME employees being intended as the service’s primary client group.
The evaluation identified a number of factors which contributed to the
underrepresentation of SME employees among the pilot’s client base,
including SMEs not considering sickness a priority until it occurred
(and thus not responding to marketing) and GPs not differentiating
between individuals who had in-house support available and those
who did not (ibid).

Going forward, the service therefore needs to increase its exposure to
employers. The service also needs to be able to communicate more
effectively about what exactly it offers to employers and employees,
given that there appears to be a degree of misunderstanding about
what the service currently offers. Government guidance states that:

‘Fit for Work will complement, and not replace, existing
occupational health services provided by employers. It will
fill the gap in support that currently exists and will especially
benefit those employers who currently have limited in-house
occupational health services.’

HM Government 2016

However, the British Medical Association has warned that this is misleading,
and that, despite the intention to provide support to organisations that lack
occupational health support for their employees, the current service does
not really offer occupational health support at all (despite this being a feature
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of several pilots), but rather was limited to providing a rather basic service of
return to work advice (BMA 2016.

This is a real concern. Given the evidence of a significant gap in the
provision of occupational health services to help people return to
work, particularly among smaller employers, the Fit for Work service
would appear to be falling short of what could, and arguably should,
be provided.

In principal, the £500 tax break associated with the provision of ‘return-
to-work plans’ could be used to help employers fund occupational health
support themselves, but there is no data on knowledge, or take up,

of the tax break available. Indeed, occupational health support and
counselling services will often exceed £500. As a result, it might be
sensible to forge a stronger connection between Fit for Work service,
and the Access to Work support system.

4.6.3 Access to Work

What is it?

A further return-to-work support available to employees and employers
is the Access to Work programme. Access to Work pays for work-based
assistance, adaptations and support to enable people to take up and
retain paid work, and is aimed at funding adjustments that it would be
considered ‘unreasonable’ to expect an employer to fund, and which
extend beyond those required by the Equality Act 2010.°

Does it support people to remain in work?

Introduced in 1994, Access to Work has been described as the
government’s ‘best kept secret’ (Sayce 2011) and has helped hundreds
of thousands of disabled people to stay in work. The service has proven
remarkably popular with both employers and employees. According to a
2009 evaluation of the programme:

‘Customers and employers were generally very happy with
the amount and quality of support that had been put in place
by [Access to Work]. Customers who received ongoing
support from [Access to Work], for travel to work or support
workers for example, were most likely to report high levels
of satisfaction.’

Dewsen et al 2009

According to the most recent figures, Access to Work has helped
104,620 people since April 2007 and provided an estimated net benefit
to the Treasury of £1.48 for every £1 spent (Sayce 2011). In 2010/11,
Access to Work assisted 38,840 people at an average cost of £2,900
per person (Cooke et al 2015). The types of services provided through
Access to Work vary widely, and include things such as taxis to and from
work, workplace adjustments and specialist equipment. However, the
proportion of the programme’s overall spend that is directed towards
support for employees with mental health conditions is very low. It is
estimated that, in 2013/14, this accounted for only 4 per cent of the
overall budget, signalling that there is a real challenge in promoting

9  Disability Discrimination Act 1995 in Northern Ireland.
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use of Access to Work for employees with mental health conditions
(Mind 2014).

Connecting Access to Work with the Fit for Work service would therefore
be a logical step to offer employees and employers further assistance

in supporting people to remain in the workplace and manage health
conditions in an effective way. Indeed, where a need is identified through
the Fit Note, the Fit for Work service could prescribe changes to the work
environment through financial support from Access to Work.

4.7 SUMMARY

While public policy has come a long way in recent years,

with government taking a more active role in supporting employers
and employees in managing sickness in the workplace, the extent of
public sector involvement in the provision of support — through the Fit
Note, Fit for Work and Access to Work — remains too limited to be fully
effective. Expanding the scope and reach of these programmes does,
though, demand government to confront a number of tensions which
it is necessary to take into account if reforming sickness policy is to
complement, rather than displace, existing employer activities.

1. Increased state provision of occupational health services will help
employers to retain staff, but may result in in-house occupational
health becoming less common (or even disappearing from some
sectors altogether).

2. Changing labour market regulation to force employers to retain
staff who are long-term sick will reduce on-flow onto out-of-
work benefits, but conversely may also reduce ESA off-flow
by making employers more wary of hiring those with long-term
health conditions.

3. Statutory sick pay offers some employees an insufficient
time to recover. Increasing the duration of SSP would allow
for more employees to recover and return to work, as well as
strengthening incentives for employers positively to engage
their staff. However, it may also negatively affect hiring
decisions and encourage absence.

4. The state stepping in to help cover the costs of sickness
benefits and services may limit negative labour market impacts
(by de-risking hiring decisions and increased rates of absence),
but this would come at a much greater cost to the state, and
may reduce employer provision.

Managing these tensions will require government to carefully consider
the range of possible effects when setting the extent of support available
to employees and employers. An effective system requires the incentives
placed on the employer, employee and the state to be balanced against
one another and directed towards the same objective: a safe and speedy
return to work. The final chapter sets out a number of recommendations
for both how employers and government policy can act to meet this
objective for the greatest possible number of employees.
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5.
RECOMMENDATIONS

HELPING EMPLOYEES REMAIN IN WORK

In assessing the gaps in the systems of support available to employees
with long-term health conditions, we have identified several key areas
which must be tackled if we are to reduce the rate at which people fall
out of work and onto long-term sickness benefits. In particular, there is a
need to encourage an open dialogue about sickness, so that conditions
can be identified early; to provide proper support for individuals when
sickness is identified; and then ensure systems of support are available
for people when they do go off sick, even if these cannot always be
provided in-house by the employer themselves.

5.1 THE CORE CHALLENGES

The current system for sickness-related inactivity is failing employers and
employees, and needs significant reform at each stage of the sickness at
work ‘journey’.

1. Early identification and in-work interventions.

2. Sickness absence management.

3. Return to work.

4. 0Ongoing health and wellbeing support.

Key challenges include:

* A general lack of understanding among employers of many health
conditions, particularly mental health conditions, often leading to
stigma, a culture of silence, and limited thinking on possible reasonable
adjustments. One-third of individuals with experience of a mental
health condition have not discussed the issue with their employer.

e Support for employees remains limited. Only half of employees
have access to occupational health support through their employer,
with fewer still among SMEs. Counselling provision is even lower —
just 40 per cent of employees have access to counselling services
through their employer. This is despite evidence showing that both
occupational health and counselling (such as that made available
through employee assistance programmes) can improve health
and return-to-work outcomes.

e When off sick, the Fit Note places too much emphasis on medical
diagnoses at the expense of an individual’s work-based capability.
Only around 1 in 20 Fit Notes suggest employees may be fit for a
graded return to work. An overreliance on GP judgement can also
delay processes whereby further appointments may help to establish
a more accurate diagnosis than is possible through self-certification.
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e Statutory sick pay (SSP) can be too short to help employees who
experience health conditions that may require longer-term periods
of treatment or recovery. This may lead to employees who could
recover if given more time, instead falling out of work and moving
onto ESA.

* Awareness of support among employees and employers remains
weak at the low-paid end of the labour market. Understanding of
SSP eligibility is often lacking, particularly for temporary and agency
workers, as is knowledge of the Fit for Work service, which has the
potential to provide additional support where employees do not have
access to in-house occupational health.

e An employee who becomes sick often has to deal with numerous
different systems and actors, which all too often do not communicate
effectively with each other, or work towards the same ends.

In an ‘ideal’ journey, early identification, interventions and adjustments
will minimise sickness absence, as will ongoing organisation-wide
health and wellbeing programmes for all employees (in-work). Where a
period of sickness absence is unavoidable, however, alternative support
mechanisms are needed (out-of-work). Given these distinct stages,
our recommendations are targeted at both employers (practice-based,
with government support) and government (policy-based).

There is a particular need for strengthened systems of in-work and out-of-
work support for employees with mental health conditions. The incidence
of these conditions is high and increasing, their impact on individuals and
the wider labour market is significant, and there is a continued lack of
understanding and specialist support among employers.

In-work: healthy workplaces and early interventions

Workplace culture is critical to improving the identification and
management of sickness. The evidence shows that there is considerable
reluctance among employees to discuss their health conditions in the
workplace with people who have the potential to help them access
support, such as line managers or HR staff. Creating a culture in which
self-identification and colleague-identification of health conditions is
fundamental. This is particularly true for employees with mental health
conditions, which remain highly stigmatised in the workplace.

First and foremost, employers need to encourage open dialogue in their
workplaces about health conditions. There are a range of best-practice
examples in this report that highlight potential ways forward, in particular
for mental health, including the promotion of anti-stigma campaigns,
health and wellbeing awareness training for line managers and others,
including Mental Health First Aid and mental health ‘champions’
schemes, to create a more open work culture. We highlighted a range

of ways in which companies can encourage leadership on health and
wellbeing issues. For instance, companies could encourage senior staff
to be open about their health conditions in order to create an environment
permissive of discussion of workplace health, and to indicate to employees
that having a health condition need not be a barrier to in the workplace.
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Encouraging dialogue alone may not, though, be enough. It is also
important that employers monitor rates of sickness systematically
to identify the extent of health problems within their workforce,
enabling them to put in place any appropriate adjustments to
workplace practices and the physical working environment.

5.2 RECOMMENDATIONS FOR EMPLOYERS
We therefore make the following recommendations to employers.

Include health and wellbeing in annual review processes
and regular supervisions, to provide space for individuals to
assess their own health and to identify potential issues early.
This could be achieved through, for example, increased use of
wellness action plans (WAPs). As described in chapter 3, WAPs
are an employee-led tool used to help inform conversations
between line managers and employees about the requirements
of maintaining wellness at work, and can be included into
supervision and reviews of sickness absence.

Use sickness management software and systems to identify
problems, particularly fluctuating conditions, as early as
possible. Various online software is available to help employers
of any size monitor sickness absence, and can be used to trigger
conversations with employees.

Make greater use of flexible working practices, underpinned
by a robust absence management system, and greater
understanding of ‘reasonable adjustments’ within a mental
health context. To discourage presenteeism and remove the
stigma associated with sickness absence, employers could
introduce a ‘wellbeing days’ scheme.

Wellbeing days

Wellbeing days can be introduced as part of a subset of an employees’
annual leave entitlement, granting between two and four wellbeing days
per year. Their central feature is that they can be taken at extremely
short notice or on the day itself, unlike regular periods of leave which
must be booked in advance. They are intended as a means of reducing
sickness absence and presenteeism by preventing the accumulation of
stress and fatigue.

A growing number of employers are reporting the benefits of
incorporating such a scheme into their flexible working procedures.
For example, UK property firm Lendlease reported increased
engagement and retention since employees were encouraged to take
a wellbeing day once per quarter in order to de-stress. These should
exist alongside employer-led systems to monitor the wellbeing of
employees, and identify when there may be potential for deterioration
in employee’s health. The loss incurred by a days lost work will be
significantly outweighed by the avoidance of a future possible period
of prolonged sickness absence.
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5.3 RECOMMENDATIONS FOR GOVERNMENT

As much as employers can do pre-emptively, the role of the state in
reducing levels of sickness absence is a critical part of the process,
yet its participation is often too little and too late.

Public policy support in this space may be an irrelevance to large
employers, who often see the benefit of intervening early and have
the resources to be able to provide occupational sick pay schemes,
in-house occupational health, and, in some cases, in-house GPs and
onsite counselling services. However, it is not realistic to expect this
level of employer-led services to be available to the majority of private
sector employees, particularly those working for smaller employers,
the self-employed, or those in short-term contracts or in agency
work. Indeed, this research has identified that as little as half of
all employees have, at the point of getting sick, access to either
occupational health or counselling support, despite evidence that
both can shorten periods of absence by helping the employee

to manage their health condition and the employer to make any
necessary adaptions. What is more, where these services are not
provided, government often ends up picking up the costs through
claims for sickness benefits.

There is, therefore, clearly a role for the state in ensuring that employers
are taking a proactive role in helping to support employees to remain in
work. There is also a need for public policy to provide employers with
further support to help them retain employees with health conditions
and prevent, wherever possible, on-flow onto out-of-work benefits.

To the credit of successive governments they have introduced a number
of initiatives intended to support both employers and employees to
manage sickness at work. However, these have not been effective in
significantly reducing the numbers of people flowing onto sickness
benefits from work.

The current Fit for Work offer is too limited (in spite of positive pilot
evidence (DWP 2015)), and is underused. We therefore recommend
new statutory duties for employers to engage with employees on
statutory sick pay and an incrementally expanded public service
offer through the Fit for Work service to help employers and
employees manage sickness absence effectively.

Altogether we recommend four major reforms:

e establish new employer duties to engage with employees on
statutory sick pay and increase statutory sick pay from 28 to
52 weeks

¢ introducing ‘Fit Pay’ (flexible sick pay) to better reflect the nature
of modern health conditions

e pilot an expansion of the Fit for Work service to increase the
scope and the offer of services available to employers and
employees, and its effectiveness

e ensure employers meet responsibilities for paying SSP.
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Reform 1: Establish new employer duties to engage with employees on
statutory sick pay and increase statutory sick pay from 28 to 52 weeks
The best employers will keep in regular contact with their employees

to help them return to work. This helps to keep employers up to date
with the employee’s health, it can ensure the employee still feels

valued by the employer, and it can allow for steps to be put in place

to support the employee return to work. However, too few employees
currently receive structured support from their employer to help them
back into work.

A new system of incentives and support should therefore be introduced
to help employees and employers plan for a return to work after a
period of sickness absence. These would place greater obligations on
employers to support a return to work, and greater opportunities for
employees to engage. This should include the following steps:

Step 1. Agree a plan after four weeks’ absence

After an employee is absent from work through sickness for four successive
(or cumulative) weeks, employers should be responsible for working with
them to develop a plan for helping them return to work.

The agreed return-to-work plan should be developed with the
employee, using any necessary advice from their GP or the Fit for
Work Service.'® Any plan should be co-signed by the employee,
with a short description of any agreed adjustments and supportive
measures, and sent to DWP for record keeping. These plans would
differ from the current return-to-work plans that form part of the Fit
for Work scheme as they would be mandatory for employers with over
50 employees, underpinned by a statutory duty, and they would set out
shared responsibilities between employer and employee. This should
not initially be compulsory for small employers with fewer than 50
employees as they are less likely to have a professional HR function.

In order to incentivise employers to offer this support, any failure to
submit the completed plan to DWP should result in an increased
employer liability for payment of statutory sick pay. In such cases,
the employer’s liability to pay SSP should increase from 28 to 52 weeks
where the employee fails to return to work.

Step 2. Regular catch-ups

Regular catch-ups between employers and employees are key to ensuring
the consistency and quality of return-to-work support. This should ideally
happen on a monthly basis, and should include a review of progress from
both the employer and employee, along with updates according to any
further steps that both have agreed are necessary.

If the employee feels that the employer has failed to deliver the necessary
support, they should be able to refer themselves to the Fit for Work service
for additional support.

10 The role of the GP in this system would simply be to assess whether, based on the employee’s
condition, it is appropriate for the employer to be in regular contact. The nature of some mental health
conditions will mean that four-weekly contact is not appropriate. But in most cases regular discussions
between employer and employee will be feasible and mutually beneficial.
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Step 3. Half-year review

Ideally, the steps taken above will bring the employee back into the
workforce as their health improves, and as adjustments to the workplace
are made. However, where the return-to-work plan has failed to achieve
this, the employer and employee should meet at the six-month point,

in order to review progress, discuss what further steps can be taken,
and any further support needed.

The individual should also be required to meet with their GP in order
to assess whether a return to work in the following six months would
be feasible.

If it is clear that the individual is unlikely to return to their workplace,
despite the best efforts of the employer and employee, then employment
should cease with the individual applying for employment support
allowance. However, if there is a realistic possibility of recovery, they should
be eligible to continue receiving statutory sick pay.

Extend the existing statutory sick pay regime from 28 to 52 weeks.
Many employees who fall ill require a significant period of time to recover
as we have shown. This period will often exceed the 28 weeks that SSP
is currently provided for.

In order to maximise the opportunity for a successful return to work,

SSP should be extended to 52 weeks, and the employer should be
obliged to keep the post open for the employee, with a ‘right of return’
to their old job. This would provide a longer time for employees to recover
and to return to work, with the support of their employer. By providing a
longer gateway period, it could increase the number of employees who will
return to work and reduce the number going into the ESA system.

Where the employer has developed a return-to-work plan with
their employee and submitted it to DWP, they should be partially
reimbursed by DWP for the costs of the additional SSP from week
28 to 52. This could be at the equivalent cost of the ESA assessment
rate for this 24-week period, thereby providing no additional cost to
the state. It would represent an additional cost to the employer of £358
across the 24-week period, acting as a small incentive for the employer
to continue to support the employee return to work.

The individual would continue to receive statutory sick pay from their
employer, but would be eligible to apply for other benefits, such as the
housing element of universal credit.

Where the employer has not conducted a return-to-work plan with
the employee, they should be liable for the full cost of SSP for the
period. This would represent an additional cost of up to £2,122.80,

and would act as a powerful incentive for employers to carry out a return-
to-work plan, and to support employees in the early stages of a sickness
absence to recover and return to work. Small employers with fewer than
50 employees should initially be exempt from this additional liability.
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In the case where an employer is found to be liable for the additional

24 weeks of SSP, this would represent a saving to the state of £2,282.50
compared to the costs of ESA for that initial period."" We estimate that
every year 105,000 people move onto ESA having fallen out of work at
a medium or large employer, and having received sick pay for 28 weeks.
If employers do not fulfil the minimum requirement of developing a
return-to-work plan in two in five cases, the saving to the state in terms
of reduced on-flow to ESA would be £96 million a year.'?

The path of possible interventions would, therefore, appear as is set out
in figure 5.1.

FIGURE 5.1

Recommended journey for employees suffering from health/mental
health condition

' \

EMPLOYEE CONDITION DEVELOPS, WORSENS AND/OR RESURFACES
AFTER 4 DAYS, THEY RECEIVE SSP

v

After 4 weeks of absence, employer and employee develop a return-to-work plan.

Based on advice from GP and FFW, this would set out the steps employer and
employee will take to support a return to work.

v v

Employer and
employee opt for
reduce hours and

‘Fit Pay’

\ \

After 6 months, employer, employee and GP review progress against
the return-to-work plan, including:

e Effectiveness of reasonable adjustments
e Appropriateness of job and tasks condition
e Likelihood of return to work, and in what capacity

SSP continues
during absence
(up to 28 weeks)

Employee likely to Employee not likely
be able to returnto |« | to be able to return
work in the next to work in the next
24 weeks 24 weeks

v

SSP continues up to
52 weeks

v

Employee likely to be Employment
abletoreturntowork | o terminates and

in next i
24 weeks employee claims ESA

11 This is the cost of 13 weeks on the initial rate of ESA £73.10 and 13 weeks on the current WRAG
rate of ESA £102.50

12 There are 600,000 new claims for ESA each year with 45 per cent doing so following a period of paid
sickness. This represents around 270,000, with the mean duration of sickness leave preceding ESA
claim being 22.6 weeks. Assuming three out of four of these periods of sickness last the full 28 weeks,
202,500 people claim sick pay for 28 weeks before moving onto ESA. Roughly half of these have come
from medium or large employers (>50 employees), totalling 105,000 people each year.
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Reform 2: Introduce ‘Fit Pay’ to better reflect modern health conditions
and to reduce flow onto ESA

Statutory sick pay was designed for a society facing a different set of
major illnesses. Due to the changing nature of conditions it no longer
fully achieves its original intended purpose of ensuring people do

not lose income because they are unable to carry out a day’s work.

It is also the case that the six-month limit on receipt of SSP can
cause some people to move onto sickness benefit simply because of
the design of the current system and as a result of a lack of proper
support, rather than because they are unable to work on a long-term
basis. The proposals outlined below address both of these issues.

In the time since the introduction of SSP in 1983, the predominant health
trend in the UK, and across developed countries, has been the rising
prevalence of chronic illnesses and long-term conditions. Not only are
people living longer, but they are living a greater number of years with

at least one chronic disability. In 2010, musculoskeletal conditions and
mental health disorders together made up over half of all years lived with
disability (YLDs). YLDs due to major depressive disorders increased by
9 per cent between 1990 and 2010, while those due to lower back pain
increased by 12 per cent over the same period (Murray et al 2013).

Conditions such as these cannot be cured, but do need to be managed,
As such, they will not always render someone unable to work, but will
result in occasional bouts of sickness absence due to their fluctuating
nature, sometimes for prolonged periods. For example, sickness benefit
claimants are more likely to report that their condition fluctuates over
time if they had a mental health condition, compared to those with a
physical condition (Irvine 2009).

Currently, SSP is paid only to employees who are out of work as a result
of illness.

The health benefits of appropriate work for certain health conditions

are well proven (Waddell and Burton 2006). For some individuals, rather
than stopping work completely, it may be better to reduce hours for a
limited period of time. This may help the individual to better manage their
condition and to recover more quickly, while maintaining contact with the
labour market.

We propose that the DWP should introduce ‘Fit Pay’ (flexible sick pay)
alongside statutory sick pay to address this. Fit Pay would allow
people to stay in work but to reduce their hours while receiving an
income-smoothing replacement benefit for the hours they were
unable to work. The employer would be responsible for paying Fit Pay,
as they are for paying SSP. The non-working days would be paid at a
pro-rata SSP rate of £88 per week, up to a maximum of four days, for a
maximum period of 28 weeks, the current period for which employees
are entitled to SSP. As with SSP, employers could of course choose to
pay above the standard rate and offer more generous schemes as an
employee benefit.
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Fit Pay: An example

Employee A is working full-time on a salary of £18,000. They are
suffering from anxiety and depression which is affecting their ability
to work. They would like to continue in work, but are unable to
continue with their current duties.

Having consulted their GP they agree with their employer to move
from full-time to two days a week. They would be eligible for:

2 days of their salary pro-rata £600.00/month
3 days of Fit Pay £229.97/month
Total £829.97/month

Employee A would be better able to manage their condition,
and would maintain contact with their employer and with the
labour market.

The employer would face a cost of £229.97 a month for Fit Pay, on
top of the pro-rata salary cost. Over the maximum 28 weeks this
would represent a maximum total cost of £1,485.96. However, this
is lower than the cost they would face if the worker was off work
on SSP for the same period; £2,477. If the employer had a sick pay
scheme more generous than SSP, the saving would be greater. The
employer would also retain contact with the employee, and would
have less of a need to backfill to cover their work.

Employee B was working full-time on a salary of £15,000. They
develop severe anxiety which prevents them from continuing with
their role. Employee B ends up on statutory sick pay.

After eight weeks out of work, employee B’s condition has improved
partially. Having consulted their GP, employee B agrees with their
employer in one of their regular catch-ups to attempt a phased return
to work.

Employee B starts by working three half days a week, with modified
duties, for a period of four weeks. They would be eligible for:

1.5 days of their salary pro rata £86.54/week
3.5 days of Fit Pay £62.92/week
Total £148.46/week

The arrangements are reviewed after four weeks. Employee B and
their employer agree to move up to four days a week for a further four
weeks.

4 days of their salary pro rata £230.77/week
1 day of Fit Pay £17.69
Total £248.46

After completing the agreed four-week period, the employee
and employer agree to return to their previous full-time hours.
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This would allow employees to maintain limited connection with the
workplace while being compensated for the days they were unable

to work. For employers, the cost burden would be lower than full-time
payment of SSP or OSP and would also enable them to retain some
working hours from their employee where appropriate.

Eligibility for Fit Pay would need to be determined by the GP. This
new measure should be reflected in a new version of the GP Fit Note.
Currently, the Fit Note offers two options:

e not fit for work

e fit for work taking account of the following advice (followed by
space for GP recommendations).

Where a GP determines that reduced working hours combined with
Flexible SSP would be better for their patient than leaving work entirely,
they should be able to recommend this as a third option.

In cases where the GP has recommended this option, employees would
have a right to request Fit Pay, in a similar way to the right to request
flexible working. An employer should be able to refuse an application
only if they have a good business reason for doing so. It is reasonable
to expect that the majority of such requests will be accepted; the vast
majority of requests for flexible working are already accepted, and
although Fit Pay involves a cost to employers, it may be preferable to
cover this rather than SSP and occupational sick pay if an employee
goes off sick.

Offering this additional option — with limited financial support for employees
to stay in work but on reduced hours — could help reduce the proportion of
employees who are signed off as not fit for work.

Reform 3: Staged expansion of the Fit for Work service to improve the
offer to employees and small businesses

Small employers (those with fewer than 50 staff), are less likely to have
a professional internal HR function. They should therefore be initially
exempt from the potential liability for paying SSP for an extended period
if they do not offer employees sufficient report to return to work when
they fall ill.

However, half of all employees work in small organisations, and these
small employers are less likely to offer the sort of additional and specialist
support that can help employees recover and return to work. So in the
longer term, the aim should be to expand the requirement to produce a
return-to-work plan for SMEs too, as well as the liability to pay for SSP

to up to 52 weeks should they not do so.

Given that many small employers will lack the funds or capacity to
provide in-house health support and return-to-work services for their
employees, and in recognition of the limited additional burden on
small employers, the new duties will need to be matched with a more
comprehensive Fit for Work service offer.

The Fit for Work service should operate as a hub to support the delivery
of return-to-work plans that employers and employees have developed
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together with a GP, and fund and provide support services that smaller
employers are unable to offer themselves.

One of the key gaps in SME provision is the offer of occupational health and
counselling support, something that the Fit for Work service is yet to fully
offer, despite evidence that both of these can assist returns to employment.

In order to offer the extent of support that is necessary, for SMEs in
particular, the government should introduce a pilot project extending
the remit of Fit for Work to providing full sickness support for smaller
employers. This offer should include:

e acentre of knowledge for employers seeking advice (as is currently
the case) and for employers seeking to understand best practice,
as well as more practical support such as the provision of sickness
monitoring software

e onsite occupational health facilities accessible to employees of SMEs
* access to counselling services

e the opportunity to draw down Access to Work funding to support
reasonable adjustments to the workplace

e employment support to help people to find alternative work where
they are unable to return to their current employment.

The new approach should be piloted in a city-region, with small
employers in the region being offered additional support through the
expanded local Fit for Work service, but also subject to the additional
conditionality to undertake a return-to-work plan. The local pilot would
demonstrate whether a more comprehensive Fit for Work service
would be more effective than the more limited service currently being
delivered, ahead of a potential national rollout.

The piloted service should be offered free to small employers with
fewer than 50 employees, where coverage of occupational health and
counselling is very limited. For medium-sized firms, it could be offered
at cost price or at a discounted rate, and for larger firms it could be
offered at a commercial rate, with profits reinvested in the service.
This is set out in table 5.1.

TABLE 5.1
Expanded Fit for Work pilot

Medium-sized

Small employers  employers (50-249  Large employers

(1-49 employees) employees) (>250 employees)
Proportion of total employees 48% 12% 40%
Employee reported availability 12% 28% 52%
of independent counselling
Employee reported availability 21% 35% 69%
of occupational health
Proposed eligibility for Free Cost price/ Commercial rate
expanded Fit for Work service discounted rate

Source: Department for Business, Innovation and Skills, ‘Business population estimates for the UK and regions
2016’ (BIS 2016), Steadman et al, Health and wellbeing at work: survey of employees (Steadman et al 2015)
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Larger employers currently meet the bulk of the costs in supporting their
employees to return to work after a period of sickness absence, and would
be expected to continue to do so in future.

Should the pilot be rolled out, providing an expanded support offer to
smaller employers and their employees would represent an additional
immediate cost to the state. However, the cost to the state of intervening
to help someone to remain in work is often far below the costs involved
in the provision of long-term sickness benefit. The Fit for Work pilot costs
ranged from £500 to £2,500 per participant. Yet the cost of employment
support allowance per claimant per year is around £5,300, and half

of ESA claimants also claim housing benefit, at an average cost of
£5,098 per year.

The Fit for Work pilots helped 72 per cent of participants into work.

Of these, 49 per cent said they returned to work more quickly than they
would have, with 10 per cent saying they would not have returned to
work without the support. Assuming the same results with the 430,000
employees of small businesses who face a month of sickness absence
each year, this could mean 152,000 are supported back into work
quicker than they would have been, and therefore spending less time on
sick pay or out-of-work benefits. It could also represent 31,000 fewer
employees moving on to ESA each year, equivalent to a 5.2 per cent
reduction in the total on-flow.

If the provision of an enhanced Fit for Work service can help to stem the
flow of individuals onto out-of-work and sickness benefits, then the cost
savings to government would be significant.

Reform 4: Ensure employers meet responsibilities for paying SSP
Evidence suggests that many employers are avoiding their responsibilities
for paying SSP by incorrectly telling employees they are not eligible. In one
survey of ESA claimants carried out for DWP, three in 10 (28 per cent) of
those claiming the benefit moved from work to ESA without receiving any
sick pay. Of these, one-third (35 per cent) said that their employer had told
them they were not eligible, with those in the contingent labour market being
disproportionately likely to be denied SSP. This represents one in 10 of all
ESA claims each year, or 70,000 claimants. This is despite the very limited
eligibility criteria for SSP. It is therefore possible that many of these claimants
were actually entitled to SSP (Adams et al 2015).

This is a serious cause for concern. First, employers who do not pay SSP
are passing on a significant cost to the state, as these individuals will most
likely have to claim ESA or other out-of-work benefits. This could represent
a cost to DWP of as much as £174 million per year in ESA alone. Second,
employers who unfairly avoid paying SSP have less of an incentive either to
prevent sickness in the first place, or to support sick employees to return to
work. This can incentivise irresponsible practices that could come at a cost
both to employees’ health and to public finances.

Currently, if an employee is not entitled to SSP, their employer should
send them an SSP1 form informing them of why they are not entitled
to it. If the employee believes they have been unfairly refused SSP, and
if they have not received an SSP1 form, they can request one. If the
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employee still believes they are entitled to SSP, they can appeal to HMRC
statutory payment disputes team to make a decision. In the event that
the employee is found to have been entitled to SSP, the employer can
appeal. If the appeal is unsuccessful, they can then take the case to an
employment tribunal. This process is both lengthy and complex, and it
relies on the employee both having knowledge of her or his entitlements,
and being willing to pursue the process to enforce their rights. If an
employer is found to have unfairly denied a statutory payment, they are
liable only for the payment the employee was entitled to, with no further
sanction. Where employers are found to have underpaid the national
minimum wage, they are liable to repay not just any unpaid wages but
also a financial penalty equal to 100 per cent of their wages. The system
for SSP therefore suffers from weak incentives to ensure that employers
fulfil their responsibilities, and limited sanctions when they do not.
Individuals are asked if they have received an SSP1 form on applying for
ESA, but if they have not, they are told only to ask their employer, leaving
the onus on the individual.

The DWP should conduct further research to examine the extent of
non-payment of SSP. Where an individual moves from work onto ESA,
and where they say on the application that they were not eligible for
SSP, Jobcentre Plus should require the employer to prove why this
was the case. This would involve producing the SSP1 form, or their own
documentation explaining why the employee was not eligible. However, in
cases in which the employee was found to have been eligible for SSP,
but denied it by the employer, the employer should be required not
just to provide SSP to their employee, but also fined the equivalent

of a year’s SSP - £4,511. This would also allow Jobcentre Plus to identify
and take action against employers who are found to be serially avoiding
paying SSP, with evidence suggesting this may be particularly common
among agencies.

This would ensure that employers are not able to derive a financial
advantage by denying an employee their right to SSP. It would disincentivise
employers from avoiding their responsibilities for SSP, and would reduce
the cost to the state from employees who go on to claim ESA or other
out-of-work benefits. It would also ensure that employers are incentivised
to make meaningful efforts to prevent sickness absence, and to support
employees who do fall sick to return to work.

Finally, the ESA cut should be reversed and SSP should be increased.
From April 2017, new ESA claimants placed in the Work Related Activity
Group will receive only £73.10 a week, nearly £30 lower than they
currently receive. This change is expected to save DWP £640 million

a year by 2020/21.

This would represent a significant reduction in support for people who
often face significant work-limiting disabilities or health problems. As it
affects only new claimants, it may deter existing claimants from seeking
to return to work, as they would be eligible for significantly less support
if they subsequently fell out of work due to a recurrence or worsening of
their health condition.
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However the current system actually provides a perverse incentive for
those who are off work for more than 13 weeks to move from SSP to
ESA. Currently SSP is £15 higher than the adult JSA rate, but £17 lower
than the ESA WRAG rate. While the incentives for individuals on SSP

to go onto ESA are weak during the ‘assessment phase’'® (which pays
JSA equivalent for the first 13 weeks), for those unlikely to return to work
within 13 weeks, the financial incentives to move onto ESA are stronger,
as illustrated by figure 5.2.

FIGURE 5.2

The current system provides a perverse incentive for those who
are off work on SSP for more than 13 weeks to move to ESA
SSP (standard) and part-time (3 days per week) and ESA (WRAG)
and ESA (Support Group) rates over period of receipt, 2016
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== ESA support group == ESA work related activity group
= Statutory sick pay (SSP) == Statutory sick pay (SSP)

Source: IPPR calculations

For illustrative purposes, the following table sets out the cumulative basic
rates for SSP and ESA by specific points in time (assuming a 13-week
waiting period for an ESA decision).

TABLE 5.1
Cumulative rates of SSP and ESA
ESA (W) ESA (SG) SSP SSP PT
After 13 weeks 950 950 1,061 637
After 26 weeks 2,278 2,371 2,211 1,327
After 52 weeks 4,934 5,213 2,388 1,433

Source: IPPR Calculations

18 The assessment phase is a period where the individual is assessed, usually via a work capability
assessment, on whether they are entitled to full employment support allowance, and lasts around
13 weeks.

IPPR | Working well: A plan to reduce long-term sickness absence



67

A logical change to eliminate these incentives might therefore be to

raise SSP to at least the current levels of ESA. This would remove the
perverse incentive to transfer onto ESA, and ensure that employees

are better protected when they are ill. It would also serve to strengthen
the incentives on employers at the bottom end of the labour market to
prevent employees from becoming sick, and to take reasonable measures
to support them back in to work when they are unwell. This change would
cost employers paying only SSP as little as £350 over the 28 weeks.

Reversing the cuts to ESA and increasing the generosity of SSP would,
therefore, help to better protect those who fall sick, reduce the incentives
for employees to flow onto sickness benefits, while also increasing the
incentives for employers to more hastily return their employees to work.

Even if the cuts to ESA were not reversed, there would be a strong
argument for increasing SSP. Doing so would increase the incentive for
employers both to take reasonable action to prevent sickness, and to
support employees back to work when they do fall ill. Increasing SSP
— which is lower than sickness protection in nearly every comparable
country — would also ensure that employees are better protected when
they fall ill.
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