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The Conservative Government has made productivity a key 
priority, calling it the “challenge of our time”. They have done so 
with good reason: the UK productivity rate is currently second 
lowest in the G7 and output per worker is almost 20 per cent 
lower than the G7 average. 

One lever for increasing productivity is employee 
wellbeing. A Department for Business, Innovation and Skills 
report in 2014 found “a clear, positive, statistically significant 
relationship between the average level of job satisfaction among 
employees at the workplace and workplace performance.” As a 
Work Foundation paper argued in 2010, employee health and 
wellbeing is a “hard, economic ‘factor of production’”. 

At the sharp end of poor employee wellbeing is sickness 
absence. In 2013, 131 million days – or 4.4 days per worker – 
were lost to sickness. The Confederation of British Industry 
have estimated that this comes with a £14 billion cost to the 
economy. Dame Carol Black and David Frost reported a £9 
billion annual cost to employers in their 2011 review of sickness 
absence. Out-of-work sickness and disability benefits cost 
around £14 billion a year. On top of this the Exchequer will incur 
health service costs. These levels of sickness absence are 
particularly worrying given that, for most people, work is good 
for their health and wellbeing, and being out of work is 
detrimental.  

It is also important to recognise that, as noted in the 
Sickness Absence Review, much absence and inactivity is due 
to “comparatively mild illness”. Previous analysis has suggested 
that two thirds of people are suffering mild to moderate 
conditions.

Reform, in partnership with Bupa, convened a diverse 
group of experts to explore how best to tackle sickness 
absence and the role of employee wellbeing within this. Lord 
Freud, Minister of State for Welfare Reform, delivered the 
opening remarks at the February 2016 seminar, emphasising 
the importance the Government is placing on addressing the 
issue.  Within his comments, he highlighted the need to better 
understand what works in preventing people falling out of work 
and supporting them back into it, particularly for those with 
mental health (which accounts for almost half sickness benefit 
claims) and the need to improve the journey from employer 
support to State support.

Several key themes emerged from the discussion. Firstly, 
prevention means a focus on wellbeing – focusing on health is 
too narrow and too late.  This means establishing a supportive 
workplace culture, raising awareness amongst line managers of 
the early signs of stress or anxiety, and providing easy access to 
support for employees. It also means understanding the 
negative impact some work practices may have on people’s 
(particularly mental) health.

Secondly, early intervention when issues do arise is 
essential. Evidence clearly shows that the longer someone is 
out of work, the more detached from the labour market they 
become. Once on incapacity-related benefits, they are very 
unlikely to ever get back to work. Effective early intervention is 
flexible with low barriers to entry. It also looks at what an 
individual can do and recognises that a binary ‘fit’ or ‘not fit’ for 
work is unhelpful. 

Thirdly, insurance has a role to play – particularly for 
middle earners for whom replacement rates from benefits are 
inadequate – but its treatment in the tax and benefits system 
needs consideration. Insurance schemes may also increase the 
availability of rehabilitative provision as there are sharp 
incentives to ensure early recovery and return to work. Several 
attendees observed that in other countries employers have 
much stronger incentives to help employees return to work – 
they bear significantly greater sick pay costs.

Finally, greater understanding is needed of the business 
case for employers of providing wellness and rehabilitative 
services, and government needs to consider what financial 
incentives might be appropriate to encourage greater provision.

Increased employee wellbeing and health can contribute 
to the productivity gains the Government seeks. It will require 
concerted action by employers and the State on prevention, 
early intervention and re-integration. The benefits to individuals, 
businesses, the Exchequer and wider economy of getting this 
right are potentially great.

Reform comment

Charlotte Pickles
Deputy Director and Head 
of Research, Reform 
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Bupa comment

At Bupa, we believe that helping people to be happy, healthy 
and to fulfil their potential, both in and out of work, is a 
fundamental responsibility for all employers. The business case 
is compelling – when employees are happy, healthy and 
engaged, businesses can really thrive – but it also brings real 
benefits to UK society and the economy. 

 One of the unaddressed questions in solving the 
productivity puzzle is how the UK workforce can perform at 
peak level. Addressing the roots of the UK’s sluggish 
productivity means looking at what more can be done to keep 
more people in productive employment and help people out of 
the workforce return to productive work sooner and for the 
longer term. 

The way we work is changing and these dynamics all 
require employees who are mentally healthy, resilient, motivated 
and focused. Employees across the UK are working harder and 
are under more pressure than ever before. The impact of mental 
health and musculoskeletal conditions in particular are draining 
the UK workforce. Depression, stress and anxiety are major 
causes of sickness absence with one in four people in the UK 
experiencing a mental health problem every year. 

This is not just a responsibility for government but for all 
business leaders. Numerous business leaders have grasped the 
tremendous impact a good workplace health culture can have 
on their workforce. The very best examples of leadership show 
that this is not just an employee benefit, but one of the most 
valuable ways to boost business productivity and performance.

But to make the biggest difference, government and 
businesses should be working together to create the right 
conditions to improve the wellness and productivity of all 
employees; to identify what works best; what it would take for 
businesses to provide more support and to more employees. 

We know that workplace health has the potential to relieve 
pressures on our health and welfare systems and improve our 
economic outlook, let’s act now to help UK businesses stand at 
the forefront of a wellbeing revolution with the benefits this will 
bring to the UK economy. 

Richard Bowden,
Managing Director,  
Bupa UK
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Edited transcript

One of the things we 
know is that early 
intervention is vital 

Rt Hon Lord Freud, Minister of State 
for Welfare Reform, opened the 
discussion by outlining how the 
Department for Work and Pensions are 
going to help more people with a health 
condition to find and stay in work. He 
emphasised that Universal Credit has set 
the direction of travel: making sure that it 
always pays to be in work and to 
progress in work. 

He placed the role of prevention 
and early intervention at the heart of the 
Department’s strategy, “One of the things 
we know is that early intervention is vital.” 
He highlighted how the Government is 
encouraging early intervention with the 
Fit for Work Service. “That’s now rolled 
out across the country and people are 
referred by employers. Now a real service 
is developing, we’re going to test how 
effective it is and will be.”

Lord Freud noted the need to 
better understand what works, 
particularly for people with a mental 
health condition who make up a 
significant proportion of people on 
out-of-work benefits: “We have been 

poor on mental health in this country. 
One of the results of that is we don’t 
actually know what works to help people, 
particularly when they’ve been out of 
work for a long time.” Addressing the 
‘what works’ question, he highlighted the 
trials that the Department for Work and 
Pensions are conducting on based on 
research by RAND Europe: “We’ve now 
carried out qualitative work on four of the 
areas identified, guided by the advice of 
IAPT [Improving Access to Psychological 
Therapies]. We’re also looking at the 
effectiveness of co-location.”

Lord Freud then discussed the 
need to improve the journey from 
employer to State support, “How do you 
join up the processes of companies and 
the welfare system so that you’ve got the 
right messaging?” He emphasised the 
need to communicate the Fit for Work 
information effectively so that employers 
are informed and supported to intervene 
early. “Getting those structures right will 
be important.”

Finally he noted the role that private 
sector insurance products can play to 

tackle sickness absence. He asked: 
“what should they be, and how should 
we encourage them?” He explained that 
there are “two offsets to consider. One is 
how it works with the tax system and the 
other is how it works with the welfare 
system.” He highlighted the need to 
understand these interactions: “for 
example, if you have private insurance to 
cover that eventuality, do we recognise 
all of it, half of it, or a proportion of it in 
your UC [Universal Credit] entitlement, 
and then in the tax?”

Richard Bowden, Managing 
Director, Bupa UK, began his response 
by explaining that, as both an insurer and 
a large employer, employee wellbeing is 
very important to Bupa: “We’re a large 
employer in this country. We have about 
34,000 UK employees with more than 
80,000 people employed by Bupa 
globally…We’re looking for ways to 
improve productivity and help people to 
lead longer, happier, healthier lives.” 

Richard went on to explain the 
opportunity that private sector insurance 
providers offer in addressing sickness 
absence, “first of all the approach needs 
to be business-led.” He highlighted that 
75 per cent of Bupa customers are 
employers. “Solving the productivity 
puzzle is about how we make it easier for 
businesses to solve the problems for 
employees” and as part of this, 
“insurance products can ensure early 
and easy access [to services].” He also 
highlighted insurance provision as “an 
opportunity in terms of easing pressure 
on the NHS.”

He noted the advantages of 
delivering healthcare through employer-
led provision: “If you need to make it 
business-led, you need to make it easier 
for employers to adopt it.”

Richard then considered how the 
government could use taxation to make it 
easier for businesses to adopt private 
health insurance; “Simon Stephens is Rt Hon Lord Freud
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looking at fiscal incentives for employers. 
At the moment, there are some benefits 
starting in terms of occupational health 
and safety, but most other interventions 
involve private participation – it’s a tax 
and a disincentive rather than an 
incentive, whether that be IPT [Insurance 
Premium Tax] or benefit in kind for 
individuals.” 

He concluded positively by pointing 
out the “strong link between investing in 
health and wellbeing and economic 
growth and productivity.”

John Godfrey, Corporate Affairs 
Director at Legal & General, touched 
on the points around early intervention 
and mental health: “The evidence is that 
if you intervene quickly you can get 
people back to work in about half the 
time on average that it takes if they are 
simply left to go through the NHS 
system.” 

He stressed the opportunity 
presented by digital technology in 
supporting people with mental health 
conditions: “We find that with conditions 
like relatively mild depression and stress, 
talking therapies and CBT [Cognitive 
Behavioural Therapy] work well.” Talking 
about this approach he noted: “not only 
is it good value, but the evidence seems 
to suggest that people will unburden 
themselves to their computer almost 
more than they will to another human 
being.” He challenged the group to 
consider: “How can we collectively push 
forward the research agenda to deliver 
even more of that digitally?”. 

Dan Finn, Professor of Social 
Policy at Portsmouth University, noted 
how mental ill health can be caused by the 
workplace as much as by other factors: 
“part of the relationship between poor 
psychosocial working conditions and 
mental health may have something to do 
with the nature of the kind of employment 
contracts and the employment experience 
that people have.”

Dr Stephen Duckworth OBE, 
Director of Disability Assessment 
Services at Capita Group, concurred, 
drawing attention to situations where ill 
health can be caused by someone’s 
working environment: “people talk about 
work being good for you, which isn’t 

necessarily true if you’re off work with a 
stress-related condition and put back 
into a stressful environment. So the right 
work is good for you.” 

He also considered the role of GPs 
in the benefits system and asked how we 
can encourage them to “refer people into 
the Fit for Work service or to a vocational 
rehabilitation expert onsite if their 
practice is co-located.” Referring 
patients directly to an occupational 
health specialist, he argued, would 
enable “early intervention to happen as 
quickly as possible.”

Patrick Watt, Corporate Director 
at Bupa UK, went on to consider the 
issue of sickness absence from an 
employer’s perspective. He highlighted 
the financial difficulty that some 
employers face when trying to retain staff 
with a health condition; “What the 
government has done is given everyone, 
every employer, £500 to spend [on 
treatment to help employees return to 
work]. It provides that tax break, and I 
think that’s great. But feedback from 
customers tends to be how actually do 
they afford that £500?” He described 
how insurance could help to make 
workplace interventions more affordable 
for employers: “For some employers 
– not all employers and not all employees 
covered by those employers – insurance 
is a really effective way of spreading that 
cost out.”

Rachel Suff, Public Policy 
Advisor, Europe at the Chartered 
Institute of Personnel and 
Development, considered the 
implications of “widening the remit” for 
tax incentives because at the moment 
“the Fit for Work service has a £500 cap.” 
She noted that the cap may limit the 
number of employees who are referred. 
Rachel commented on the NHS Five Year 
Forward View which “raises the 
possibility” for extending incentives to 
employers in England “who provide 
effective NICE [National Institute for 
Health and Care Excellence] 
recommended workplace health 
programmes.”

Tony Wilson, Director of Policy 
and Research at the Learning and 
Work Institute, talked about work he 

had been involved in assessing the 
potential of income-replacement 
insurance: “if there was a quite significant 
increase in take-up – about five to 10 
percentage points coverage – you might 
generate savings in the order of £100 
million or so…by people not being in the 
benefits system.” Another advantage 
could be “that people who are being 
supported by private insurance or 
collective insurance might more quickly 
re-enter the job market and be 
rehabilitated.” He argued that this would 
benefit middle earners the most “where 
the contributory system isn’t really 
working for them.”

However, he raised concerns about 

the “dead weight costs” of tax incentives 
for employers that already offer group 
income protection, as well as the 
interaction between a tax incentive 
model and the benefit system. He argued 
that “where people are supported 
through employer based insurance we 
would need to ensure that they do 
remain outside the benefits system.” 

Finally he highlighted the need for 
insurance companies as the “largest 
provider of rehabilitation services” to 
share data on what works in “supporting 
people to re-enter the labour market”.

Rachel Suff considered whether 
there would be merit in widening fiscal 
incentives for employers as “there is a 
really big disconnect between employer’s 
agendas and what they do in practice.” 
“Still employers do not see that mutually 
reinforcing relationship between their 
employees’ health and wellbeing and 
productivity.” 

She noted that “conversations 

Solving the productivity 
puzzle is about how  
we make it easier for 
businesses to solve  
the problems for 
employees 
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conversations around 
the business case to 
employers need to 
change... It’s not just 
about one-off initiatives 

around the business case to employers 
need to change. It’s not an add-on. It’s 
not just about one-off initiatives…I think 
they do need more encouragement.”

Michael Mealing, Chairman of 
Employment Policy at the Federation 
of Small Businesses, noted that this 
agenda should also be considered in the 
context of small businesses as “almost 
half of the private sector workforce work 
for organisations with less than 50 
people.” He pointed out that small 
businesses are sadly more likely to 
“dump people” earlier into the State 
system. He noted that this could be for a 
number of reasons, but that “removing 
the National Insurance contributions 
rebate for smallest businesses in relation 
to statutory sick pay” has not helped 
small business owners to retain staff.

He argued that despite this, smaller 
businesses have “lower absentee rates” 
and “higher retention levels.” He 
indicated that lessons can be learnt from 
small businesses, and noted the merit in 
“exploratory discussions about small 
insurance based arrangements to pool 
the risk for a number of small 
businesses.” Michael pointed to 
Denmark as an example of where this is 
happening successfully.

Richard d’Souza, Head of 
Employment and Support Allowance 
and Work Capability Assessment 
Policy at the Department for Work and 
Pensions, highlighted that claimants of 
Employment and Support Allowance are 
not representative of the wider 
population: “these tend to be people who 
are on low earnings [and have] 
fragmented work histories.” He noted 
that “the challenge is…not just to get 
products to work for the generality of 
people but how in particular do you help 
protect these people.” This is because 
these claimants can find it hard to move 
off benefits and into work: “ESA 
[Employment and Support Allowance] is 
a gravitational benefit.”

Lord Freud commented on “the 
balance of incentive in the structure.” He 
asked what the incentive would be for 
smaller companies to take out group 
income-protection products for their 
employees “because if you’ve got 100 

people plus, you can just as well self-
insure as bring in someone else.” He then 
commented that companies may be 
motivated to take out private insurance for 
reasons that are non-financial: 
“Companies that really get on the agenda, 
big companies, can do a fantastic job. But 
I think they do it for slightly different 
reasons than these financial risks. I think 
it’s a very different agenda.” 

Paul Litchfield, Chief Medical 
Officer and Director of Health, Safety 
& Wellbeing at BT Group, noted that, to 
date, a limited number of companies 
offer private healthcare insurance to 
employees. He also commented on the 
debate around wellbeing, which, he 
argued, must be around more than 
health: “we know that healthcare only 
accounts for about 20 per cent of health 
and that health is only about 20 per cent 
of wellbeing.”

Paul highlighted that “there are a 
whole host of factors that drive people to 
become ill and then to go out of work. 
And health is actually a relatively small 
component in that.” He considered the 
prevalence of financial insecurity in the 
workplace and the “impact that has on 
people’s health and wellbeing.”

He commented that employers 
should “think about all the other things 
that go on in people’s lives” and help 

employees to organise them in a 
“sensible way.” He argued that strategies 
to do this should not however “impose 
unnecessary burdens on employers” and 
be applied “in a way that harnesses the 
power of employers to help individuals to 
look after themselves better.”

Tony Horan, Head of Leadership, 
Diversity & Inclusion, and Employee 
Engagement at Accenture, described 
his experience at Accenture: “one of the 
observations with our workforce is we 
very rarely have the situation where 
people go from a state of very positive 
mental wellbeing to a very poor one 
overnight.” He highlighted the 
“awareness among line managers for 
what are the early signs of poor mental 
health” as a key area of focus for 
promoting positive employee wellbeing. 
He exemplified the point: “At what stage 

Frank Shields
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would a line manager put an arm around 
a shoulder versus speaking to an HR 
[Human Resources] function to getting 
some professional help?”

Ruth Warden, Assistant Director 
of the Development and Employment 
Team at NHS Employers, agreed with 
this, highlighting several earlier indicators 
of employee wellbeing than sickness 
absence including “targets that aren’t 
being hit.” These indicators, she noted, 
should be used as a cue for “changes in 
the way things are managed and 
operated.” 

Ruth commented on the importance 
of “good, effective management” to create 
a positive and open culture: “one of the 
things that we find time and time again in 
the NHS… it’s about the manager 
competence, confidence, capability, and 
behaviour.” She highlighted the central 
role of a line manager in early intervention 
by “recognising those symptoms of 
somebody being under stress and doing 
something about it or raising it and having 
that conversation.”

Tony Horan then went on to 
discuss the limitations of using sickness 
absence data to measure employee 
wellbeing: “whilst we’ve got a good 
understanding of the total number of 
man days or hours that are lost through 
sickness, the categorisation of those 
generally within HR functions is quite 
poor.” He noted that it limits the ability of 
organisations to fully understand why 
employees are sick – the “ebbs and flows 
of mental health incident prevalence.” As 
a result, he argued, organisations cannot 
“be proactive and cater for their 
[employee] needs effectively.” He pointed 
to this as “a big area of opportunity for 
business.”

Lord Freud commented on  
this – asking whether high sickness 
absence rates actually reflect a “failing 
organisation”, not just poor line 
management.

Richard Bowden responded by 
saying that it goes beyond the 
organisation: “It’s market driven as well.”

Alex Perry described how “the 
business case” for staff engagement and 
retention is “incredibly complex because 
it touches so much of the organisation.” 
For mental health, he noted “the best 
time for intervention is before people go 
off sick.” He described how “the stigma 
that still exists in the workplace” around 
mental health makes it difficult for some 
employees to return to work after being 
off sick. To address this, he highlighted 
the need for organisations to “make help 
available when people are still ‘well’” 
which he said goes to “the core of how a 
company is managed.” At the heart of 
the issue, he explained, there needs to 
be a “more obvious business case for 
companies.”

Paul Litchfield commented on the 
“tone from the top” being important for 
primary prevention. He discussed the 
role of line managers to “recognise when 
things go wrong, particularly in mental 
health.” He drew on his experience at BT 
where “about 6,000 line managers” have 
been trained to “recognise signs of 
distress and what simple things we can 
do in terms of helping and not harming 
and signposting to other services.” He 
described another practical innovation at 

BT: “we’ve also lowered the barriers to 
getting help, so it’s self-referral for 
physiotherapy.” Lowering the barriers to 
accessing mental health support 
services, funded by the company, has 
proven successful for BT: “92 per cent 
return to their own jobs working full time.” 
He concluded, “We’re doing the 
economic valuation on that, but we know 
it’s going to cost in.”

Paul highlighted that rehabilitation 
should be flexible. He made an analogy 
with football to demonstrate the point: “If 
a footballer breaks his leg, you don’t take 
him out of plaster and put him straight 
back into a premier league game. You 
rehabilitate him… it’s having the flexibility 
to do that for the workforce.” 

Lord Freud then proposed 
“assertiveness training” as one way of 
preventing work-related mental health 
issues. He suggested that the focus 
should be shifted from training line 
managers to “put the arm around the 
shoulder” to supporting employees to 
develop confidence, “particularly those 
going through the State systems into 
jobs for the first time.”

Patrick Watt agreed but 
commented that “you [also] need a culture 
which kind of gives people permission to 
push back.” One of the problems, he said, 
is that “leaders have actually been quite 

Charlotte Pickles, Alex Perry, Dr Paul Litchfield and Samantha Windett

The best time for 
intervention is before 
people go off sick 
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There is a strong link 
between wellbeing, 
engagement and 
productivity, and if you 
can solve that equation, 
then I think we will really 
unlock significant 
growth opportunities in 
the UK”  

slow in acknowledging that actually 
mental health exists within the 
workplace.” He commented on how we 
use “a different language in business” to 
describe how people react to stress 
“because there is a perceived weakness 
associated with people who have mental 
illness.” He explained how this change of 
culture has to “start at the very top of 
organisations”, and commended the work 
of the City Mental Health Alliance which 
encourages leaders of businesses, “not 
just HR teams”, to speak “much more 
overtly about the importance of this 
agenda to their business.”

Patrick described how the 
business case for big employers has 
“gone beyond the economic business 
case.” He described how there is now “a 
moral case for organisations to do more.” 
He reiterated Richard’s earlier point 
“there is a strong link between wellbeing, 
engagement and productivity, and if you 
can solve that equation, then I think we 
will really unlock significant growth 
opportunities in the UK.” He asked “how 
do you get people actively engaged in 
their wellbeing in a sustained way?”…
“what are the things you can do from a 
wellbeing perspective that are not about 
gym discounts or bowls of fruit?”

Roy Sainsbury, Director of the 
Social Policy Research Unit at 
University of York, touching on this 
point, described how the Challenge Fund 
had helped small businesses to innovate: 
“they saw it as an opportunity…to kick 
off small things.” He went on to describe 
how these organisations had used the 
funding to improve employee wellbeing: 
“There was a huge amount of creativity 
unleashed – from fruity Fridays to bike 
challenges.” Interestingly, to Patrick’s 
point, he highlighted that these smaller 
employers were not motivated for 
economic reasons as “the business case 
wasn’t really talking to them.” On that 
basis he concluded “I’m not quite sure 
whether tax breaks and insurance 
policies are going to speak to some of 
these types of organisations as they roll 
to bigger organisations.”

Frank Shields, Policy Advisor at 
the Work and Health Unit, Department 
for Work and Pensions, acknowledged 

that the stigma around mental health in 
the workplace and suggested “mental 
health issues could be effectively Trojan 
horses for bad practices of employers”. 

The focus of the Work and Health 
Unit, he said – “at the centre of its 
operation” – is the Government’s 
manifesto pledge to “halve the disability 
employment gap.” He described the Unit 
as “a holistic entity” to bridge the 
Department of Health and Department 
for Work and Pensions, as well as the 
Department for Communities and Local 
Government, and “BIS [Department for 
Business, Innovation and Skills] to some 
extent.”

He explained the purpose of the 
Work and Health Unit’s £40 million 
Innovation Fund: “to find ways to help 
specifically people with health conditions 
getting into and returning to work.” This 
will involve “scaling up existing 
interventions that lack any robust 
evaluation”, and “stimulating and testing 
new approaches from a broad range of 
providers.” He pointed to the Small 
Business Research Initiative as one way 
the Unit was connecting with employers.

In conclusion, David Freud outlined 

the main challenge of “tying corporates, 
especially small companies, together with 
the State provision” and noted that this is 
about “getting those journeys right and 
those incentives right.” He stated the 
importance of being realistic about the 
scale of possible transformation and 
indicated that “we have to work with the 
structures we have and try and get the 
financial incentives right.”
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