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Executive summary 

This report presents the findings of a research study carried out within the remit of the Dignity at Work Partnership Project with an aim of developing the business case for confronting workplace bullying, and simultaneously identifying the implications for individuals, organisations and society in general.  

· There is increasing interest on the subject matter both in terms of academic research and also from employers and employee representatives. Although inadequacies have been identified around definitions and the lack of direct evidence in relation to the financial implications of bullying, there is nonetheless in our opinion sufficient data to make informed estimates in a number of key areas. In line with earlier research, we consider that this approach develops scientific understanding of the phenomena, and perhaps as importantly, raises awareness amongst the wider population.

· Based on previous figures suggested by the Health and Safety Executive, we deduce that in 2007 work-related stress cost society approximately £4.55billion and that workplace bullying costs society approximately £682.5million.

· Based on findings from the wider literature we induce that in 2007 33.5million days were lost by UK organisations due to bullying related absenteeism, almost 200,000 employees would have left organisations and the equivalent of 100 million days productivity were lost as a result of bullying. 

· Taking the above figures for absenteeism, turnover and productivity costs of bullying, the total cost of bullying for organisations in the UK in 2007 can be estimated at approximately £13.75billion.

· Consequently, we can also estimate that a 1.5% reduction in overall UK productivity in 2007 would result in a financial impact on Gross Domestic Product (GDP) of approximately £17.65billion.

· As highlighted by the evidence presented, the costs of bullying to individuals, organisations and society at large are substantial. We recommend that individual employees, employee representatives and employers take the issue of bullying more seriously by allocating the necessary time and resources to its prevention and control.
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Structure of the report
Section one of this report provides an overview of the project, with an introduction to the research, its aims, objectives and methodology. In section two, we develop the business case for tackling workplace bullying by reviewing the evidence base on organisational costs and benefits such as absenteeism, turnover, productivity and performance. Our recommendations and a summary are presented in section three.
1. Introduction 
Ever increasing attention is being paid to the problem of workplace bullying, its magnitude, and effects on individuals, groups and organisations (Hoel and Giga, 2006). Although the evidence base is around costs is patchy and often out-dated, there are suggestions that a significant number of employees, either directly as targets, or indirectly as witnesses, are subjected to negative behaviour and bullying in the workplace. 
As a consequence, targets suffer from behavioural, physical, psychological, economic and social affects, and organisations are faced with increasing absenteeism and turnover rates as well as decreasing levels of performance and productivity (Einarsen, Hoel, Zapf and Cooper, 2003). 
Hoel et al. (2001) argue that in attempting to develop a model for working out costs associated with workplace bullying, a number of key issues need to be highlighted including being aware that any estimate can only be as good as the data on which it relies on. Also where good and reliable data is forthcoming, most research relies on self report and cross-sectional data and the relationship between cause and effect is therefore difficult to ascertain (Zapf, Knorz and Kulla, 1996). Moreover, comparison and transferability of data from one sector to another (or from one country to another) is difficult. As a result, this means that to some extent any cost estimate would have to rely on some level of ‘informed’ guesswork (Gordon and Risley, 1999).

Utilising the growing evidence base from this relatively new field of research, this study aims to report on the business case for tackling workplace bullying generally by reviewing the evidence base on organisational costs and benefits such as absenteeism, turnover, productivity and performance.

1.1 Aims and objectives

The aims and objectives of this study are to use wide-ranging secondary data sources to extrapolate individual and organisational costs associated with workplace bullying using direct (bullying) and in-direct (stress and violence) literature.

1.2 Methodology  

This 35-day research project has been carried out over a six-month period. In order to maximise the potential of this study, we adopted a multi-dimensional methodological approach including a literature review, consultation with experts, and planning / review meetings with Dignity at Work Partnership Steering Group representatives.

Utilising extensive University of Bradford electronic and library resources, we conducted a comprehensive review scientific journals, policy documents, statistics, and national and international reports in order to explore previously published data on workplace bullying and the impact negative experiences have on individuals and organisations. In addition to a review of the published literature, this research has benefited from the inclusion of on-going or unpublished grey literature obtained by attending an international work psychology conference during the early stages of the project, and then partway through the study, hosting an experts conference to review interim findings. The study has also benefited from regular communication with Dignity at Work Partnership Steering Group Members. 

This project has been undertaken in line with the University of Bradford’s Code of Research Ethics and Governance.

1.3 Literature review

Electronic journal articles from the period 1990 to 2007 were retrieved across CINAHL, Emerald, HMIC, Proquest, PsycINFO, PubMed, Science Direct and SwetsWise using the following terms: bullying; stress; violence; harassment; business case and costs. This was supplemented by an online search for related national and international grey literature including UK Government and Trade Union publications. Articles selected for review range from peer reviewed empirical research papers to newspaper reports and were included if they reported on either the impact of bullying generally or race-related bullying specifically. Additional items on related subjects such as racism and stress in the public sector have also been included for reference purposes. 

1.4 Consultation with experts 

As part of the process of identifying additional ‘grey’ literature, a consultation exercise was conducted using two avenues. 

Firstly, all the co-authors were present at the European Association of Work and Organizational Psychology (EAWOP) Conference in Sweden in May 2007. The conference enabled the initiation of discussions on BME employee experiences in the workplace both within the team as well as with a number of other researchers and practitioners.
Towards the latter part of the project, interim findings were reviewed by an expert on diversity and race equality, then developed further by the co-authors at a conference meeting and finally presented to the Dignity at Work Partnership Steering Committee for review and comment.  

2. The business case for tackling workplace bullying 

Apart from the moral and ethical arguments cited as grounds for tackling bullying in the workplace, there is increasing awareness of the impact it has on organisational performance, productivity and reputation. It must be noted however when looking at the financial costs of bullying, there is still a lack of direct evidence and although our figures are based on a variety of reliable sources, we are ultimately making informed estimations.

Antonelli, Baker, McMahon and Wright (2006) suggest that Small and Medium Enterprises should consider a number of areas when developing the business case for the effective management of occupational health and safety, including:

· Viewing health and safety as an integral part of being a “good business”

· Maintaining reputation

· Higher productivity

· Absence reduction

· Keeping within the law (Health &Safety)

· Avoiding costs associated with accidents

· Containing insurance costs

· Meeting client needs

· Being a ‘good’ employer

Before presenting cost estimates, we aim to briefly discuss variables that may have a contrasting impact on cost factors and therefore potentially influence overall estimates. In this respect, we will draw on previous work by Hoel, Sparks and Cooper (2001), Sheehan, McCarthy, Barker and Henderson (2001) and Brun and Lamarche (2006). Our primary approach is to use aspects of these models and in addition identify other potential factors which may be included as a result of more recent findings from work-related bullying and stress research. We suggest that in developing cost calculations, a number of points need to be taken into consideration.

2.1 Methodological constraints

2.1.1 Lack of a common definition of bullying

· Rayner and McIvor’s (2006) findings presented in the main research report from the Dignity at Work Project suggest that vagueness associated with definitions of bullying are not only likely to impact on understanding of the problem in the organisation but also result in inadequate policies and interventions.  In cases where the organisation does not recognise the acts of an offender as bullying (i.e. they do not share a common definition of the problem), it may be more likely to be negatively affected which by implication should affect overall costs. 


· Saunders, Huynh and Goodman-Delahunty (2007) argue that arriving at a common definition of bullying would benefit the organisation in as much that it will make it easier to manage the problem. From a costs-perspective it is argued that a common definition would protect the organisation “by ensuring that they define bullying in the same way as their employer, thereby reducing the risk of violating the psychological contract they hold with their employer” (p.6).

· Burnes and Pope (2007) carried out a study on the concept of ‘incivility at work’. In conclusion they argue that less severe negative behaviours which are unwanted but may not necessarily be considered bullying also have implications for targets in terms of productivity, as targets may waste time in trying to avoid the perpetrator, worry about previous or new incidents or by means of reduced effort or commitment (see section on presenteeism). 

2.1.2 Varying prevalence rates of bullying

· As reported in the previous section, overall prevalence figures vary according to different reports. Furthermore, there is evidence to suggest that prevalence rates are higher for some groups of people (Grainger and Fitzner, 2007) and in some industrial sectors than others (Hoel and Cooper, 2000).

2.1.3 The wider impact of bullying

· As for bullying, third parties or witnesses also appear to be affected by their experience. This suggests that negative behaviour which later may turn into bullying also at its least severe and systematic phase may potentially have serious wider cost implications.

· Chappel and Di Martino (2006) argue that consequences of bullying and harassment may extend to people not directly involved possibly affecting everyone in a workplace and the community where they live. It has a potential impact on making it harder to recruit from different communities, as well as losing their patronage and trust in goods and services. Thus, the overall affect of bullying from a cost perspective would increase. They also highlight that bullying may economically affect the criminal justice system through, for example, widening the remit of violence related criminal law to include harassment and related activities within the work environment. 

· We also need to consider the wider impact of ill-health, particularly mental health problems, on the future of the people concerned, their carers, families, the economy and society in general (Employers’ Forum on Disability, 2007).  

2.1.4 The relationship between work-related stress, violence and bullying

· According to Beswick, Gore and Palferman (2006), stress in the UK affects more than 0.5 million employees, who on average take 29 days off due to stress at an estimated cost of £3.7billion. Furthermore the authors suggest that bullying is likely to account for between 10-20% of this cost, with the substantial variation in figures resulting from among other things the definition used or measurement criteria applied. 

· Work-related violence is often considered in terms of both physical and psychological aggression, which include issues relating to bullying and harassment, with stress considered as a cause as well as effect of violence in the workplace (Giga, Hoel and Cooper, 2003). 

2.1.5 Different approaches to estimating the costs of bullying

· Following the recommendations of Hoel et al. (2001) a distinction is made between direct costs and indirect costs. According to Dorman (2000) such a distinction is essential as different parties will assign different values to the type of costs, with employers likely to place more emphasis on direct costs as this is what manifests itself in accounting systems. Direct costs would therefore include costs associated with injuries, sickness absenteeism and turnover. Indirect costs go further and include lost opportunity, cost of time, lost productivity and reduced quality of life (Chapell and Di Martino, 2006). As far as bullying is concerned, indirect costs would also include factors such as the short and long-term effects of negative acts and bullying on targets and bystanders (as well as perpetrators), including lost wages and costs associated with psychological and physical distress, of which the latter is likely to account for a greater element of the cost. 

· Despite these concerns, Sheehan et al. (2001) argue that providing cost estimates has its purpose in as much as it “promotes a wider understanding of the phenomena” (p.3). Moreover, cost estimation fulfils an important role in pushing policy makers into action as well as contributing to greater organisational awareness about the problem. Hoel et al. (2001) suggest two ways of calculating the financial costs of bullying. The first approach involves deduction of the costs from estimates highlighted in the stress and violence literature, and then apportioning a part of the total to costs associated with bullying. The second is an inductive approach and involves attributing costs to individual outcome measures such as sickness absenteeism and turnover and then accumulating them to arrive at an overall figure.
· Sheehan et al. (2001) also suggest that it is important to be aware of what they refer to as ‘hidden costs’, which are costs that are not obvious but would need to be taken into consideration in cost estimates. Examples of hidden costs would be costs devoted to investigation of bullying complaints and to monitoring absenteeism.

· According to a report by the Waters et al., (2004) a further issue to consider is the time frame used to calculate costs where most calculations are based on an aggregation of costs within a 12 month period. In order to calculate long-term or future costs it suggested that we take into consideration that “humans value consumption and quality of life in the present more than they do an equivalent amount of consumption in the future” (Waters et al., 2004, p. 9). Therefore, costs may be applied with a gradual reduction in value over time.  

2.2 Estimating the wider costs of bullying

The main reference point for developing the costs aspect of the business case for tackling workplace bullying is the ILO report on Cost of Stress/Violence by Hoel, et al., (2001). This report outlined a methodology on how to assess costs with a reference to approaches adopted for more tangible hazards such as accidents. This model is based on a view that overall costs should consider losses attributable to the individual, the organisation as well as to society. In addition to the Hoel et al. (2001) model, we will also be adopting some aspects of work carried out on the issue of costs relating to workplace bullying by Sheehan et al. (2001) and Brun and Lamarche (2006).

In line with common practice we will break our cost discussions and subsequent estimates down into costs to the individual, costs to the organisation and costs to society (Di Martino, Hoel and Cooper, 2003). 

2.2.1 Costs of bullying to individuals

Some factors to consider when estimating costs to the individual:

· Loss of income or earnings

· Human costs

· Additional costs

A distinction should be made between what is referred to as ‘human’ as opposed to ‘financial’ costs. Although it might be difficult to assign a price to what we label ‘human’, it is essential to recognise it as it forms a vital part of the costs discussion. Moreover, this type of cost, which is associated with pain, fear and what Hoel et al. (2001) refer to as ‘a general reduction in quality of life’, eventually also often manifests itself in financial or economic costs, e.g. mental and physical pain turning into absenteeism. 

2.2.1.1 Loss of income or earnings

· Sickness absence pay which is calculated as the difference between normal earnings and what one happens to receive when absent from work. This will reflect local organisational or sectoral arrangements as well as national practices through national insurance compensation systems, which decide what the financial compensation for absence would be. 

· A reduction in salary or lost bonuses experienced due to ‘perceived’ poor performance, or in some situations, as a result of demotion.  

· Leaving work without pre-arranging alternative employment. This again depends on national arrangements for unemployment benefit and rules with regard to a potential penalty for ‘voluntary’ unemployment.

· Retirement on the grounds of ill-health. In this case the cost will be calculated on the basis of the number of years lost (potential future income).   

2.2.1.2 Human costs

· This aspect is very difficult to estimate in monetary terms, particularly as direct legislation in the area of workplace bullying is lacking. However, as Yamada (2003) suggests, more bullying-related claims are succeeding they way through employment tribunals and courts under laws governing unfair dismissal, employer duties, harassment and health and safety. Furthermore, one might get an idea of the order of such costs by looking at society’s judgement in terms of compensation payment (‘injury to feeling’) through court-rulings in bullying-related cases (see Gordon and Risley, 1999). 

2.2.1.3 Additional costs

· Medical consultation, medicine and hospital treatment. The costs carried by the individual would in this case depend upon individual circumstances, the type of treatment required and whether or not the individual has made private arrangements.

· Additional ‘household production’ which according to Levi and Lunde-Jensen (1995) refers to the costs of caring for a member of the family or a friend and carried by such third parties.
· Long-term social costs incurred by snow-balling or long-term effects which are manifested through a negative impact in terms of a higher divorce rate, loss of home due to failure to cope with the cost of mortgage payments etc (See Dorman, 2000). 

2.2.2 Costs of bullying to organisations

Some common factors that need to be considered when estimating the cost to the organisation:

· Sickness absence

· Replacement costs incurred by employee turnover

· Reduced productivity/performance

· Knock on effects on witnesses or observers of bullying

· Premature retirement

· Grievance and complaints (significant under-estimation of reporting and investigation down-time) 
· Litigation and compensation

· Organisational intervention 

Other factors that need to be considered include:
· Presenteeism

· Brand image and public goodwill

· Corruption, fraud, sabotage and theft

· Impact on quality of products and services

· Employers of choice

2.2.2.1 Sickness absenteeism

· Although it is easy to envisage that bullying manifests itself in absenteeism, the evidence of such a relationship is relatively weak or at best modest (Hoel, Einarsen and Cooper, 2003; Kivimäki, Elovainio and Vahtera, 2000). Thus according to a Kivimäki et al., (2000) in their longitudinal study of Finnish hospital employees, those who had were bullied had a 26% higher absenteeism level than those who were not, and totalling 2% of overall absenteeism costs. To understand why bullying does not lead to higher absenteeism figures and even great costs due to absenteeism, Hoel et al. (2003) refer to a model by Rhodes and Steer (1990) who argue that absenteeism is essentially dependent on two factors: the opportunity to be present at work and the motivation to go to work. For many targets of bullying there is no choice as their health condition may necessitate absence from work. However, in less severe cases the individual might have some degree of choice. Thus despite probably being better off trying to recover away from work, some targets would be motivated to go to work due to strong job-commitment or out of fear of making a difficult situation worse (Zapf and Gross, 2001).      
· Gordon and Risley (1999) suggest that the real costs of absenteeism are associated with the cost of sick pay. Although one could envisage additional costs due to having to obtain cover or replacement from colleagues or by the introduction of overtime in some cases, this is unlikely to “exceed the labour costs of the person being replaced (Hoel et al., 2001, p. 43). Again sick pay may be compensated differently in different organisations. Whatever the system in place, some costs assigned to the employer is likely to arise from its administration. 

· Where an employee pays an external insurer a premium to cover costs arising from absenteeism connected to disability, such costs need to be factored in. As initially indicated, such costs will vary between organisations and to some extent between employees depending upon what arrangements are in place. 

· According to Mackay, Cousins, Kelly, Lee and McCaig (2004), the question of who pays for the costs is somewhat uncertain and will depend on the practice/system in place. In the short run the costs of absenteeism are likely to be picked up by the organisation, whilst in the long-term sickness absenteeism costs may to some extent be taken on by society. 

2.2.2.2 Replacement costs incurred by employee turnover

· Of the cost factors within this category, increased intention or motivation to leave work is the single factor most strongly associated with bullying (Quine, 1999; Hoel and Cooper, 2000). According to a large-scale study carried out by Unison for the public sector, 25% of bullied respondents reported that they planned to leave their work. Unfortunately, although there appears to be a very clear link between turnover intention and bullying, it is less clear what proportion of targets actually leave the workplace as a result of their experiences (Hoel et al, 2003).

· The costs within this category primarily stem from expenditure linked to recruitment, selection and training. This will include costs associated with advertising, testing, issuing new contracts, and the reduced capacity of the new recruit in a prolonged period following recruitment. Overall, the greater the skills and experience required, the greater the replacement costs. 

2.2.2.3 Reduced productivity/performance 

· According to Hoel et al. (2001) when costs to organisations are considered it is useful to draw attention to the contribution of labour costs to organisations overall costs. Whilst this is likely to vary between industries (labour intensity rate of production) labour costs are likely to account for something in the order of 50-80% of overall organisational costs (Cooper, Liukkonen and Cartwright, 1996). 

· There is little doubt that bullying will affect performance and productivity. As suggested by Hoel and Cooper (2000) one way of estimating productivity cost would be to compare figures for self-rated performance of targets as opposed to those with no experience of bullying which should give an indication. 

2.2.2.4 Knock on effects on witnesses or observers of bullying

· A number of studies (e.g. Unison, 1997; Hoel, Faragher and Cooper, 2004) indicate that witnesses or third-parties also are affected by their experience. In some cases this will lead to increased absenteeism, presenteeism, reduced productivity and increased turnover, with some estimates suggesting that as many as one in four witnesses indicating that they intend to leave to bullying (Rayner, Hoel and Cooper, 2002).  

2.2.2.5 Premature or ill-health retirement

· In such situations it is often common to pay the individual a lump sum payment. Premature retirement will indirectly also lead to replacement costs.  

2.2.2.6 Grievance and complaints

· Here practices will vary between organisations. We suggest that early resolution is of great importance and that costs associated with bullying are likely to increase if organisations fail to deal with the problem internally. However, where a case (complaint or grievance) is investigated internally it will incur administration costs with the investigators often unable to carry out their normal work whilst the investigation is going on. Some organisations offer a mediation service and where such is in place there will be additional costs for fees and administration. This is also the case where organisations offer support to those directly involved, e.g. by means of counselling and employee assistance programmes for targets and alleged bullies.      

2.2.2.7 Litigation and compensation 

· As suggested in an earlier section, this aspect is very difficult to estimate in monetary terms, particularly as direct legislation in the area of workplace bullying is lacking. Costs may vary case by case and depend on the action taken. For example, rulings from industrial tribunals are limited to a few thousand pounds in contrast to personal injury claims which are limitless and have risen to payouts of nearly £1million (i.e. Green vs Deutsche Bank). 

2.2.2.8 Organisational interventions 

· As interventions are generally looked upon positively it is easy to overlook them in a cost perspective. Based on staff surveys and absence figures, Personnel Today (2005) suggest that cutting levels of bullying and harassment by 1 per cent in the NHS alone, would save the organisation £9 million annually. These costs are the result of expense incurred in developing and implementing intervention programmes with the aim of preventing and controlling workplace bullying and will include operating costs, labour costs and capital costs (Waters, Hyder, Rajkotia, Basu, Rehwinkel and Butchart, 2004). Obviously, such costs must be seen in direct connection with the benefits they accrue. 
2.2.2.9 Presenteeism 

· From the discussion on absenteeism it is increasingly clear that costs associated with presenteeism, which refers to employees who although are present at work but may be less productive either due to reduced commitment or due to on-going health problems, or suffering from psychological and physical distress as may be the case for bullied employees (Brun and Lamarche, 2006). In many respects, as with occupational stress, the number of people in this category is likely to far exceed the number absent from work for similar reasons (See also Hoel, Einarsen and Cooper, 2003 for a discussion). The costs arising from presenteeism are linked to impaired performance due to decreased output, reduced standards of production, additional training time, errors and mistakes etc (Brun and Lamarche, 2006).  
2.2.2.10 Brand image and public goodwill

· There are obvious problems associated with calculating such costs. However, there is anecdotal evidence that employers have experienced considerable loss or reduction in income due to negative publicity in media. For example following the court’s ruling against Deutsche Bank (see above), there is anecdotal evidence to suggest that in the period following the ruling the bank lost a considerable number of customers. As argued by Hoel et al (2001) such costs may act as a potential important motivator for employer action.

2.2.2.11 Corruption, fraud, sabotage and theft

· Although estimates are likely to vary considerably some researchers have linked perceptions of unfair treatment and perceived injustice with anti-social and counter-productive behaviours such as sabotage and fraud (Neuman and Baron, 2003). 
2.2.2.12 Impact on quality of products and services

· There is evidence to suggest that the psychosocial work environment, particularly effective team-working and job satisfaction, influence customer / patient outcomes (West, Borrill and Dawson, 2002). One factor which has received insufficient attention is the impact of bullying on the quality of products and services. This may be particular evident within service-led organisations where events such as bullying could take place in front of public view or have an immediate impact on the quality of service received, but is equally damaging in for example manufacturing settings where an established brand image may very easily be compromised by the production of faulty goods. 

2.2.2.13 Employers of choice

· The Royal Mail Group (2007: internal document) consider maintaining the organisation’s image as an ‘employer of choice’ as a key cost consideration. The ability to retain or attract potential talent is likely to be compromised if we acknowledge that the pool of recruits is reduced if existing employees were to leave or potential employees were to avoid applying for jobs in particular sectors or organisations associated with harassment and bullying.

2.2.3 Costs of bullying to society

As emphasised by Hoel et al. (2001) costs to society are difficult to ascertain and estimate as they cannot be calculated by simply adding the costs to individuals and costs to organisation as some costs are transferred between groups (Levi and Lunde-Jensen, 1995). Social security benefits, which can be considered a transfer of taxpayers’ money to individuals, may represent such a case. Despite this, the costs to society or ‘social costs’ are easy to overlook but as we will demonstrate later on in the report are of great financial importance.

Some factors to consider when estimating costs to society:

· Health care and medical treatment

· Welfare

· Premature and ill-health retirement

· Cost to the criminal justice system
· Costs of third-party interventions such as ACAS, HSE etc.
· Quality of care

· Loss of output / economy

2.2.3.1 Health care and medical treatment

· Within this category are costs for medical consultation, medicine where this is fully or in part subsidised by society, and costs of hospitalisation. Where rehabilitation may be supported by the state a further costs will incur.

· Although the estimated costs of mental health problems vary, with 91 million working days lost each year due to sickness absence and low productivity in the UK alone, it is thought that the cost in the EU is approximately 3 – 4% of GNP (BOHRF, 2005). According to the ILO (2002), at 0.5% to 3.5% of Gross Domestic Product (GDP) per year, stress and violence account for 30% of costs associated with ill-health and accidents. 

2.2.3.2 Welfare

· As suggested earlier, sick pay may be compensated differently in different organisations. Whatever the system in place, long-term sickness may lead to the state taking on some responsibility for the welfare of individuals.
2.2.3.3 Premature and ill-health retirement 

· When someone retires prematurely there will be also be costs associated with welfare benefits. In addition, there are social costs to consider due to premature loss of potential productivity, loss of payment of National Insurance contributions etc. For example, a third of NHS employees retire early on medical grounds at an average age of 52, costing the NHS Pensions Agency in excess of £180 million (Ball and Pike, 2004). This then has a negative domino-effect on work conditions for remaining employees, service capability and delivery, and customer care and satisfaction (Newman, Maylor and Chansarkar, 2001).

· Ill-health retirement is proving to be a major issue for organisations, particularly during a period when major future financial shortfalls have been raised. The premature loss of human and intellectual capital within certain organisations is highlighted by the fact that 66% of men and 55% of women stop working before their state pension age (Banks and Smith, 2006). Although this figure includes some employees who have the option of retiring early, estimates suggest that 15% of those who retire from work early do so on grounds of ill-health (Smith, 2006). 

2.2.3.4 Quality of service/care provision 

· Negative work conditions and bullying may have a domino-effect on service capability and quality of care (Newman et al., 2001). Although a sensitive issue as it may assign blame to targets or targets, there is little doubt that a side-effect of bullying may be that the relationship between service-provider and clients may suffer due to anxiety, impaired concentration etc. Cases which may have wider implication to involve everyone in the workplace and the community where they live (Chappel and Di Martino, 2006).

2.2.3.5 Cost to the criminal justice system

· These costs are often overlooked and are associated with court cases, industrial tribunals etc.  There are also associated costs with Government agencies such as ACAS and the Health and Safety Executive who are charged with supporting individuals and organisations in tackling bullying at work. As suggested earlier, this is likely to differ from case to case making any cost predictions difficult to make, particularly when a number of cases are settled partway through the process.
2.2.3.6 Loss of output / economy

· This refers to the impact of a loss of productivity on the UK economy, our competitiveness and the consequences on our Gross Domestic Product (GDP).

2.3 Estimation of financial costs

2.3.1 Assessing individual costs

With so many uncertain factors it follows that it would be very difficult to make an economic prediction with regard to individual costs. As argued by Hoel et al. (2001) such costs are dependent on individual cases and will also vary over time and between different sectors and organisations. In this respect the cost to individuals will be affected by the level of general support available within an organisation and from employee representatives, bearing in mind the lack of presence of unions in some sectors. We suggest further work should be undertaken in this area by reviewing sample cases and considering actual costs where available supplemented by informed estimates.

2.3.2 Assessing organisational and societal costs

With reference to the literature on stress and violence, Hoel et al. (2001) make a distinction between an inductive and a deductive way of estimating costs. The inductive approach involves adding up the estimates or costs for individual cost factors. By contrast, the deductive method takes as its starting point overall estimates of illness and accidents at work which might be considered more reliable due to their more tangible and systematic nature and the fact that concrete figures may be available. 

2.3.2.1 Deductive method for calculating the financial cost of bullying

According to Beswick, Gore and Palferman (2006):  

· Work-related stress is the biggest occupational cause of absenteeism through injury or ill-health. 

· Stress in the UK affects more than 0.5 million employees, who on average take 29 days off work (total of over 13 million days a year). 
· Work-related stress costs society between £3.7 billion and £3.8 billion a year (1995/6 prices).
· Bullying is likely to account for between 10-20% of this cost.

In 2007, work-related stress cost society approximately £4.55billion:

· Assuming that the costs of work-related stress have remained the same, but accounting for inflationary increases of an average of 2% per annum. £3.75billion (mid range of 1995/6 figure) is now worth £4.55billion.

In 2007, bullying cost society approximately £682.5million:

· If bullying accounts for 10-20% of the total cost, and taking 15% as the mid range of estimates for bullying. 15% of £4.55billion is £682.5million.
In 2007, the total cost of stress related absenteeism was approx. £1.325 billion:
· According to the most recent Office for National Statistics data (2007) the median weekly pay for full-time employees in the UK is £457. Assuming that the working week is five days, then the daily pay is £91.40.

· The formula for calculating the cost of stress-related absenteeism would then be 500,000 (no. of employees affected by stress) X 29 (no. of days absent) X  £91.40 (daily pay) equals £1.325billion.
In 2007, the total cost of bullying related absenteeism was approx. £199 million:

· If bullying accounts for 10-20% of the cost estimate for stress, and taking 15% as the mid range of this. 15% of £1.3253billion is £199 million.

In comparison to figures given by the Confederation of British Industry (CBI, 2000), the above figures are very much on the conservative side. For example, their estimate of £10.5billion for the total cost of absenteeism would now be valued at approximately £11.87billion. Furthermore, there suggestion that stress accounts for 30% of the overall figure would mean that it would now be approximately £3.56billion. Interestingly, if we were to deduce this further using the mid range (15%) as above of HSE (Beswick, Gore and Palferman, 2006) estimates then the cost of bullying related absenteeism would be approximately £534million. Furthermore, this figure does not take into account associated costs such as the impact on work colleagues, replacement costs and loss of productivity.

2.3.2.2 Inductive method for calculating the financial cost of bullying

Brun and Lamarche (2006) argue in favour of the inductive approach which they applied in a Canadian study of occupational stress. Thus, as far as possible they attempted to identify the various categories of costs and their indicators. With reference to this study and supplied with data from Hoel et al. (2001) and other recent studies on bullying, we will attempt to build up a picture of cost of bullying to the organisation, with specific emphasis placed on costs associated with absenteeism, turnover and productivity. 

Absenteeism

With respect to bullying, the figures most frequently quoted are those emerging from a nationwide study of bullying in the UK by Hoel and Cooper (2000). By comparing figures from those who reported bullying with those who had no experience of bullying, they calculated that targets of bullying on average reported absenteeism of 7 days more per year than those who had not experience of bullying. As far as we know no other studies has provided alternative figures. We suggest that there are several way of assessing absenteeism costs using this figure. One approach would be to use the so called human capital method (Berger et al, 2001 – in Brun and Lamarche, 2006) which suggests that the number of lost days multiplied with the average salary within the organisation or sector. It must be noted however that using this approach suggests that bullying is normally distributed among income groups and that the cost of absenteeism is restricted to an individual’s salary. 
Current Office for National Statistics (2007) figures suggest that there are 29 million people in employment in the UK and their median weekly pay amounts to £457 (£91.40 per day). As with previous research Hoel et al., (2001), our absenteeism calculations are based on employees who report current experiences of bullying as well as those who have been bullied in the past. Taking an average of 11% for those who are currently being bullied and an additional 5.5% for those who have previously been bullied, we suggest that 16.5% of employees are likely to report higher levels of absenteeism as a result of experiences of bullying. From this we can estimate that in 2007:

33.5 million days were lost by UK organisations due to bullying related absenteeism: 
· 29,000, 000 X 16.5% X 7 days = 33,495,000.

The total cost of bullying related absenteeism was approximately £3billion:
· 33.495 million X £91.40 = £3.06 billion.  

Turnover costs

Unison (1997) suggest that 25% of employees who are bullied are likely to leave as a result of their experiences. However, as not all these employees are likely to leave the organisation immediately, we make an estimate that this figure will be reduced by a further quarter (6.25%). 

Recent CIPD (2007) figures suggest that the main costs incurred as a result of turnover relate to administration, recruitment and selection, temporary cover and induction training. They highlight that the cost of turnover per employee averages £7750. Based on a prevalence figure of 11% and taking the above costs, we can estimate that in 2007:

199,375 employees (approximately) left organisations as a result of bullying:
· 29,000,000  X 11% (prevalence) X 6.25% (turnover) = 199,375
The total cost of bullying related turnover was approximately £1.5billion:
· 199,375 (number who leave) X £7750 (average cost per employee) = £1.5 billion.

Productivity 

Exact measures of organisational productivity and performance levels are difficult to determine. However, it is possible to make estimates based on the human capital method and assuming that loss productivity is equivalent to at least wage/salary costs. The percentage loss figure is based on Hoel and Cooper’s (2000) evidence highlighting a self-reported reduction in performance for both targets and perpetrators of bullying, and suggesting that a drop in productivity of between 1.5-2% may be attributable as a result. If we take current Office for National Statistics (2007) figures suggesting that there are 29 million people in employment in the UK, who work an average of 32 hours per week and earn on average £457 per week (£91.40 per day). 

We can estimate that in 2007:

The equivalent of 100 million days productivity were lost as a result of bullying:
· 29,000,000 (no. of employees) X 46 (no. of working weeks assuming 6 weeks are taken by annual leave and bank holidays) X 5 (working days days per week) X 1.5% (loss in productivity) = 100 million
The total cost of bullying related loss in productivity was approximately  £9.14billion:

· 29,000,000 (no. of employees) X 457 (weekly pay) X 46 (no. of working weeks assuming 6 weeks are taken by annual leave and bank holidays) X 1.5% (loss in productivity) = £9.14billion.


Taking the above figures for absenteeism, turnover and productivity costs of bullying, the total cost of bullying for organisations in the UK in 2007 can be estimated at approximately:

Absenteeism:
£3.06billion

Turnover:

£1.55billion

Productivity:

£9.14billion

Total cost:

£13.75billion

Gross Domestic Product (GDP)

Adopting Gordon and Risley’s (1999) approach who suggest that the cost of bullying to society is in the region of 1.4-2.0% of GDP, and taking 2004 GDP estimates of £1176.5billion (National Statistics, 2007), we can estimate that a 1.5% reduction in overall UK productivity in 2007 would result in a financial cost of approximately £17.65billion.
3. Recommendations and Summary

3.1 Recommendations
· As it is proved beyond doubt that the costs of bullying to individuals, organisations and society at large are substantial, it is recommended that organisations take the issue more seriously, allocating the necessary time and resources to its prevention and control.

· Organisations must develop anti-bullying policies which should be communicated to all members of staff and monitored on a regular basis. This should include providing relevant definitions and examples of bullying behaviour and highlighting individual responsibilities.

· Organisations should be encouraged to develop anti-bullying strategies encompassing preventive action, intervention in terms of mediation and complaints procedures as well as rehabilitation of victims. 

· Bullying manifests itself in a range of different scenarios with only a fraction ending up in Employment Tribunals or Crown Courts. Whilst this report provides the business case for dealing with bullying in general, there is still the need to develop a deeper understanding of the actual costs of a range of case scenarios with varying implications for individuals and organisations. To get an accurate picture of the costs involved in such diverse scenarios broad involvement of the workforce and employee representatives is needed. 

· The Gibbons Review (2007) emphasises the importance of early intervention in dispute resolution. Disputes around economic factors or working conditions may well benefit from this type of intervention. However, whilst early intervention is strongly recommended, dispute resolution in terms of mediation may not be appropriate or effective in many bullying scenarios. Thus, although we applaud the broad message and content of the Gibbons Review and can see real advantage for employees and employers in seeking early resolutions to disputes between people, this needs to be considered carefully in the context of bullying at work.
· To assist organisations and managers in their effort against bullying, an evidence based tool kit of interventions, applicable different situations and contexts needs to be developed. However, to be effective such interventions need to be applied specifically to the local context and based on broad involvement across the organisation.

· It is evident that trade unions play a major role in raising awareness of bullying across a number of sectors. However, they need to be more pro-active in challenging organisations to monitor their anti-bullying activities and procedure by means of carrying out regular audits. 

· Trade unions should also ensure that adequate resources are provided to tackle the problem in organisations. They should also ensure that representatives are more effective at the early stages of bullying by providing timely advice and support to members who feel they are being bullied. 

· More research is needed on the longer-term implications of bullying on individuals in order to establish how victims of bullying can successfully be rehabilitated.

· Much of the evidence presented in terms of bullying has been collected by means of questionnaires. Other methods, such as in-depth interviews and personal diaries should be utilised in the future in order to develop a deeper understanding of the issues involved. As self- report measures used in questionnaires are open to bias, they should be combined with more ‘objective’ data such as organisational data on absenteeism, turnover and productivity to get a more accurate picture of the cost involved.   
3.2 Summary
This report has presented the business case in terms of the individual, organisational and societal costs of workplace bullying. We have identified that there is increasing interest on the subject matter both in terms of academic research and also from employers and employee representatives. However, it is clear that more work is needed particularly around definitions and the lack of direct evidence in relation to the financial implications of bullying.

In order to develop our understanding of the phenomena we have made informed estimates in a number of key areas, including the costs of bullying to organisations in terms of absenteeism, turnover and productivity and the overall impact on UK Gross Domestic Product (GDP).

As highlighted by the evidence presented, there are significant costs associated with bullying. We highly recommend the partnership approach adopted by this study and suggest that individual employees, employee representatives and employers take the issue of bullying more seriously by allocating the required time and resources in its prevention and control and also taking the personal responsibility in tackling it. 
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