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OSH Service Resourcing: More Money or More Effectiveness and Efficiency?

The Sunday Star-Times of 18 January 1998
 reported that the OSH Service blames a lack of funding for its failure to contribute to a construction industry apprentice health and safety training programme.  Yet later in the same article, Geoff Wilson operations manager with the OSH Service is reported as saying that the current level of OSH Service funding was adequate.  Is the current level of funding for the OSH Service adequate or not?  

Opinion varies over the adequacy of current levels of funding for the OSH Service. Some argue that more money needs to be spent, others argue that enough money is allocated to the OSH Service but question the way it is being spent. A third opinion suggests that not enough is known about what workplace injuries and illnesses cost and until such data is available, it is impossible to know what an appropriate level of expenditure might be. 

According to Pete Hodgson, the Labour Party industrial relations spokesperson, under-resourcing of the OSH Service is without doubt a contributing factor to the increasing number of people being killed in workplace accidents.
  Strong support for this view can be found in a variety of other places. Ray Bianchi, secretary of the Amalgamated Workers Union, says the OSH Service is “hopelessly under-resourced”.
 Occupational health and safety consultants Melissa Clark-Reynolds and Colin Shand of GMV Associates, blame the recent spate of workplace fatalities on “declining service” from the OSH Service “plus the government’s fingers in OSH’s till”.
  In the opinion of Felicity Lamm, ohs lecturer at Auckland University, the “OSH Service since 1987 has been in financial crisis”.

In contrast with these views, John Pask policy analyst with the Employers Federation, thinks “the current level of funding for the OSH Service is adequate” but observes that it is “impossible to tell”. The issue for the Employers Federation says John Pask, is not the total amount of resourcing available to the OSH Service, but the “appropriateness of where the funding is spent.” Furthermore, employers are more concerned with ensuring that current “OSH Service activity is consistently applied across the country”.

The Minister of Labour Max Bradford seems to agree.  In an interview with Safeguard late last year, he said that the OSH Service “is a bit like health: you can pour money in till you run out of it but it still won’t be enough.”

A view similar to that of John Pask’s and the Minister of Labour is presented in the Report of the 1996 Labour Select Committee inquiry into the administration of the HSEA.  The Committee commented that “the call from submissioners for additional resources is a strong one”, however “this remains to be quantified”.  And, “the issue is about the apportionment of resources rather than the scale of these.”  The Committee also observed that the OSH Service had not raised the issue of inadequate funding.
 

Keith McLea, director of ACC’s injury prevention programme, sees the question of the adequacy of funding differently.  Keith McLea argues that it is difficult to know “what the optimal level of expenditure is, because we don’t know what the total cost of workplace injuries and illnesses is.” The real question is not the total amount of resource available rather, “how well is the current level of funding used,  and how long is a piece of string?” he asks. 

Given the diverging range of views on the adequacy of OSH’s funding, how long is OSH’s ‘resourcing string’ and how well is the funding used?

Examination and analysis of the following four standardised tables suggests some answers to these questions. The tables provide international comparisons of: 

· estimates of the total costs of workplace injuries and illnesses; 

· the amount of expenditure on ohs regulation in relation to gross domestic product (GDP); 

· the amount of expenditure on ohs regulation in relation to the estimated costs of occupational mortality and morbidity; and 

· comparison of fatality rates in a range of OECD countries. 

The content of what each these tables’ reveal is briefly described below. Following the description, conclusions are drawn about what the tables mean for answering the questions that have been asked.

The first table “Estimates of Total Costs of Workplace Injuries and Illnesses as Percent of GDP”, establishes that the direct and total costs of workplace injury and illness are commonly estimated to be in the range of 2 and 3 percent of GDP: with indications that costs could be as high as 8.5 percent of GDP.

INSERT TABLE 1 HERE

Comparisons of costs between countries must be treated with caution though, as costs will vary according to:

· the compensation entitlements available in each country;

· the cost of health care in each country;

· which morbidity and mortality statistics are used (US statistics for occupational mortaity and morbidity vary between 40 and 66 percent of each other); and

· which ratios are used to calculate the total costs in relation to direct cost (ratios start at 1:1 with a ‘compromise’  ratio of 4:1 being accepted in Australian estimates).

The second table “National OHS Regulatory Authority Expenditure as Percent of GDP”, shows that year by year there is a relative consistency in rates of expenditure within and across OECD countries. The table also indicates that New Zealand’s expenditure on ohs regulatory activity is comparable with other OECD countries. 

INSERT TABLE 2 HERE

It must be noted that when considering US expenditure on ohs regulatory activity, if spending by individual states were to be included the reported figure would increase. However, a recent report
 prepared for the U.S. Congress observed that OSHA’s budget, “since 1980 in inflation-adjusted dollars has not kept pace with the expansion of the U.S. workforce. The agency’s budget” per worker (across the civilian labor force) increased throughout 1970s, peaking at approximately $2.50 per worker (1987 dollars) in 1979. Since then, it has dropped steadily, to less than $1.80 per worker (1987 dollars) in 1994 – a cumulative decline of almost 30 percent”. In addition “the agency’s permanent staff has declined from a total of around 3,000 full time equivalent (FTE) employees in 1980, to about 2,300 at the end of 1994 – a cumulative decrease of about 23 percent”. 

The third table “Ratio of Expenditure on Regulatory Control To Estimated Costs of Workplace Injuries and Illnesses, at 2 and 3% of GDP”, combines elements of Tables 1 and 2 to give an indication of how much countries spend on ohs regulatory activity in relation to what workplace accidents and injuries are estimated to be costing the country. This table supports the analysis of Table 2 that New Zealand’s expenditure on ohs regulatory activity is comparable to other OECD nations.
INSERT TABLE 3 HERE

The table shows that the New Zealand OSH Service spends $US 1.00 to control each $US 65.00 to $US 97.00 dollars of total costs. Assuming the total costs of workplace injuries and illnesses approximate 2-3 percent of GDP. 

The ratios presented in Table 3 beg the question, are current levels of national regulatory expenditure appropriate for the estimated level of costs associated with workplace injuries and illnesses?  In other words, is the current length ‘of string’ used in OECD countries to control workplace accidents and illnesses really long enough?

The last table “Rates of Workplace Fatality per 100,000 Employees/self-employed people in Great Britain, Europe, USA and New Zealand” helps to provide an answer to the question of how well the OSH Service is using its funding. 

INSERT TABLE 4 HERE

Given New Zealand spends comparable amounts of money on ohs regulatory activity to other OECD countries (Tables 2 and 3), Table 4 clearly suggests that New Zealand has not been very effective in its expenditure compared to other OECD countries 

In answer to Keith McLea’s questions “how well is the current level of funding used” and “how long is a piece of string”, the answer to the first question is clear. The conclusion has to be that over the last 20 to 30 years New Zealand has been terribly ineffective in its ohs regulatory expenditure.  Our fatality rates are an abysmal indictment of the safety and health of New Zealand workplaces compared to other countries with which we like to associate.  To reinforce the indictment, overseas research
 reports reductions, over the period of the last two decades, in occupational related fatality rates in Sweden, Japan, Germany and the United States of between 60 and 70 percent.  Table Four shows that in the same period New Zealand’s occupational fatality rates have declined by approximately 30%, half the rate of the other OECD nations.

Another important conclusion that has to be drawn from the tables is that the commonly reported estimates by New Zealand officials of the costs of workplace injuries and illnesses as being approximately 2.5% of GDP, is far too low given our fatality rates are far higher than Britain’s. Adoption of Australian estimates would be more logical given both country’s have similar injury rates. Using the Australian estimates, the total cost to the New Zealand economy of workplace injury and illness is much more likely to be in the order of 4 to 8 percent of GDP.  If the British HSE estimates were preferred, bearing in mind the conditions mentioned earlier about the need for caution in applying other countries estimates of costs, an increase in the order of several percentage points above 2.5% of GDP is still justified given New Zealand’s injury rates are approximately five times higher than those of Britian.
Answering the second question, about the appropriateness of the ‘length of string’, is more complex. The question is more complex because different perspectives exist on how to measure the adequacy of the ‘length of string’. Furthermore, for the question to be answered in its totality other expenditures on ohs prevention by other organisations and people such as ACC, consultants, industry, and unions would have to factored in.  The problem here is that it is very difficult to get any sort of meaningful data about what these sorts of organisations spend on ohs. The problem is magnified many times when trying to do international comparisons.  It is because of these problems that the investigation has focussed on national ohs regulatory activity.

In terms of measuring the adequacy of the ‘length of the OSH Service resourcing string’, one way to answer the question is to ask whether the New Zealand regulatory expenditure ratio of  $US 1.00 to $US  65.00 - $US 237.00 injury/illness cost is acceptable?  Recent doctoral research
 clearly shows that both neither the Labour Party or the National Party are willingly to invest anymore resources into the OSH Service, this suggests that these ratios may be acceptable to politicians at least.  Are they acceptable to ohs practitioners, workers, employers, and the wider public? 

If one were to apply Keith McLea’s maxim that for “every dollar invested by a business, I aim to give $1.50 back”
, then there would seem to be plenty of scope for government to spend a lot more money on preventing injuries and illnesses at work.

Another alternative way of thinking about the question is to ask what is an acceptable level of risk of death at work. In a recent United States Congress Office of Technology Assessment document,
 an AFL-CIO report
 is cited concerning acceptable levels of fatality risk associated with setting thresh-hold limit values (TLVs).  In the Union study the point is made that with carcinogenic substances, “whereas OSHA regulates to a risk level of 1 death per 1,000 workers, EPA regulates to a level…between 1 death per 10,000 to 10,000,000 persons under the Clean Water Act, and 1 death per 10,000 to 1,000,000 under Super fund and the Clean Air Act.”  The comment is relevant because the OSH Service largely adopts, without much question, the OSHA/NIOSH  TLVs  as being appropriate for New Zealand.  The comparision provides another context for considering the acceptability of, on average, five deaths per 100,000 New Zealand workers each year.  
In 1995 the American Assistant Secretary of Labor for occupational safety and health commented that: “every year work-related accidents and illnesses cost an estimated 56,000 lives. That is more than we lost in battle during the entire nine-year Vietnam War”.
 Given that various estimates of American occupational injury rates approximate New Zealand’s, is this level of injury acceptable?

In another statement to the U.S Congress, the same Assistant Secretary of Labor observed that even if all the Federal and State safety and health inspection workforce were combined,  “it would take all the labour inspectors 62 years to inspect every establishment” in the U.S.
  

Regarding New Zealand workplace inspection rates, Labour Party industrial relations spokesperson Mr Hodgson has released evidence from the social services select committee showing that in any one year, 90 percent of workplaces operated without a safety inspection by OSH. This means “that on average, a New Zealand workplace will receive a safety inspection only once a decade” he said.
  Once again, the question is, is this level of regulatory activity and associated expenditure acceptable to New Zealanders?  

Melissa Clark-Reynolds observes “that in 1996/97 employers paid $26.9m to the government in OSH levy and 17% of this ($4.56 million) went to the consolidated fund. This equates to salaries for a hundred extra inspectors - which could have had a major impact on the fatality rate.”

Conclusion

In conclusion, the above evidence clearly indicates that the OSH Service is very ineffective in the way it spends its current level of resources.  As for the level of resources available for ohs regulatory activity the evidence clearly shows that New Zealand’s expenditure is on par with other OECD countries. 

Given the comparative ratios of regulatory expenditure to cost of injury/illness and fatality rates, the question has to be asked, are these figures acceptable?  For me, the ratios of expenditure to cost, levels of risk used to establish TLV’s by OSHA and commonly used by the OSH Service, the levels of workplace inspection activity by the OSH Service, and the current fatalities rates are all totally unacceptable.  The OSH Service needs to be far more effective in how it uses the resources it already has, and a case could be made for more resources. Ultimately though, meaningful discussion and decisions about the appropriate level of resourcing for injury prevention will only occur when government, business, and the public start thinking seriously about how much New Zealand really values the health and safety of its workers, as opposed to just rhetoric about the issue.  

Table 1: Estimates of Total Costs of Workplace Injuries and Illnesses as Percent of GDP. 

Country
Estimated Total Costs Of Workplace Accidents and Ill-heath As % Of  GDP for Respective Years(1) 
Published Estimates Of Direct and Total Costs Of Workplace Accidents And Ill-Health

New Zealand
2.5 (1992)
Acknowledged estimate of total cost in 1992/93 $New Zealand 1-1.5 billion (2).  This figure is not based on any New Zealand research, it is a direct application to New Zealand of the mid point of the HSE and ILO estimates of  total costs of workplace injuries and illnesses.  

United States
2.05 - 4.37 (1992)
Estimated total costs in 1992 $US 171 billion. Estimates of total costs in 1992 $US range from 115.9 billion to 247 billion. (Cost varies according to which occupational mortality and morbidity statistics are used).(3) See also (4) and  (5).

United Kingdom
2.0 - 3.0 (1994)
HSC Report 1994 “Costs of Workplace Accidents” estimates the cost to the British economy of workplace accidents and work related ill-health to be between 2-3% of GDP.

Australia
3.4 - 8.4 (1994)
Estimates of costs varies between $Australian 5 to 37 billion. Variation between estimates reflects two differences in calculation: (i) direct versus total costs and (ii) the appropriate  ratio to use between direct and total costs.(6)

Sweden
2.81 (1994)
$6,349,446,123 in $US, converted using OECD 1996 PPPs. Original figure is 63,050 million Swedish Krona  for 1994, and includes costs of occupational ill-health. (7)

(1) Calculations based on OECD data for GDP for respective years in $US at 1990 prices. Currency conversations done using OECD 1996 PPP exchange rates: http://www.oecd.org.std/gdp.htm
(2) Cited by Ian Revell MP for Birkenhead in “A Design for Excellence” Safeguard. January 1993:7. 

(3) Leigh, J. P., Markowitx, S. B., Fahs, M., Shin, C., & Landrigan, P. J. (1996). Occupational Injury and Illness in the United States: Estimates of Costs, Morbidity and Mortality. NIOSH  pgs 2, 19 & 28.  
(4) Estimates from Rand Insitute for Civil Justice: Statement Of Joseph A. Dear Assistant Secretary Of Labor For Occupational Safety And Health Before The Subcommittee On Labor Standards, Occupational Health And Safety Committee On Education And Labor U.S. House Of Representatives February 10, 1994 at: http://www.osha.gov/
(5) Estimates from National Safety Council: Statement Of Joseph A. Dear Assistant Secretary Of Labor For Occupational Safety And Health Before The Subcommittee On Labor Standards, Occupational Health And Safety Committee On Education And Labor U.S. House Of Representatives February 10, 1994 at: http://www.osha.gov/
(6) G Foley, J Gale & L Gavenlock. Summary: “The Cost Of Work-Related Injury & Disease” PRIVATE
Issue: 95007 December 1995. Worksafe Australia. Sydney at: http://www.worksafe.gov.au/worksafe/
(7) Remaeus, B and Bylund, B. (1996) “The cost of ill-health”. Newsletter from Sweden  #2:1&5. National Board of Occupational Safety and Health. Sweden at: http://www.arbsky.se/subnews.htm
Table 2: National OHS Regulatory Authority Expenditure as Percent of GDP 

Country (National Regulatory Authority)
National Regulatory Authority Budgets as % of GDP  (1) (2)

United States (OSHA) (3)                          1990
0.0048%

1995
0.0051%

1996
0.0051%

United Kingdom(HSC/HSE)(4)              1995
0.0310%

1996
0.0302%

New Zealand (OSH Service) (5)               1990
0.0260%

1991
0.0295%

1992
0.0293%

1993
0.0297%

1994


1995


1996
0.0289%

Finland (FIOH) (6)                                    1990
0.0243%

1991
0.0260%

1992
0.0284%

1993
0.0275%

1994
0.0274%

1995
0.0300%

(1) Figures used  for GDP were OECD standardised in $US at 1990 prices and exchange rates for respective years. Source of GDP figures: OECD January 1998 http://www.oecd.org.std/gdp.htm
(2) National expenditure currency conversations for each year standardised into $US using OECD 1996 Purchasing Power Parities (PPPs).  Purchasing Power Parities are the rate of currency conversion that eliminates the differences in price levels between countries. This means that a given sum of money, when converted into different currencies at these rates, will buy the same basket of goods and services in all countries. PPPs are given in national currency units per US dollar. Source of PPPs at: OECD http://www.oecd.org.std/
(3) Source of expenditure statements from statements by Asst. Secretary of Labour to Congressional Committees at: http://www.osha.gov/    And, United States Congress, Office of Technology Assessment “Gauging Control Technology and Regulatory Impacts in Occupational Safety and Health: An Appraisal of OSHA's Analytic Approach.” September (1995).  p 74.  (Report No. OTA-ENV-635). Washington, D.C: U.S. Government Printing Office.

(4) Source of expenditure statements from HSC/HSE “Summary of Annual Report” to Parliament for respective years at: http://www.open.gov.uk/hse/hsehome
(5) Source of expenditure statements from Department of Labour Annual Reports to Parliament for respective years at Massey University Library, and Budget plans at: http://www.osh.dol.govt.nz/
(6) Source of expenditure statements from Finnish Institute of Occupational Health finances statement at: http://www.occuphealth.fi/e/finances
Table 3: Ratio of Expenditure on Regulatory Control To Estimated Costs of Workplace Injuries and Illnesses, at 2 and 3% of GDP

Country

(National OHS Regulatory Authority)
Ratio of Regulatory Expenditure to Estimated Costs of Workplace Injuries and Illnesses at 2 and 3% 1995 GDP (1)

United States (OSHA)
   at 2% of GDP  =  1:393

   at 3% of GDP  =  1:590

United Kingdom(HSC/HSE)
 at 2% of GDP  =  1:65

 at 3% of GDP  =  1:97

New Zealand (OSH Service)
at 2% of GDP (2)  =  1:68

   at 3% of GDP (2)  =  1:101 

(at 7% of GDP (2)   = 1:237)

Finland (FIOH)
 at 2% of GDP  =  1:67

                at 3% of GDP  =  1:100

(1) Calculation: (i) Cost of workplace accidents as percentage of 1995 GDP in $US  at 1990 prices and exchange rates; (ii) Regulatory expenditure for respective year converted to $US at 1996 PPPs; (iii)  Cost of accidents divided by expenditure. 

(2) Ratio calculated on basis of 1996 GDP
Table 4: Rates of Workplace Fatality per 100,000 Employees/self-employed people in Great Britain, Europe, USA and New Zealand  (1)
Country
Year
Rate

Great Britain (2)
1961

1971

1981

1988/89

1989/90

1990/91

1991/92

1992/93

1993/94

1994/95

1995/96
5.6

3.6

2.1

      2.4 (3)

1.7

1.6

1.4

1.3

1.2

0.9

1.0

Denmark
1992
1.7

Finland
1993
2.0

Netherlands (4)
1991
2.6

USA
1994
3.2

Germany
1993

1994
3.3

3.2

France
1993
3.9

Belgium (4)
1992
3.6

Ireland
1992
4.0

Spain
1992

1993
6.4

5.1

Italy
1991
5.5

Portugal (4)
1992
5.7

Australia (5)
1982-1984
8.4

New Zealand
 1975-84 (6)
  1985-1994 (7)
7.2

8.14

(1) Source: Information concerning Europe and USA in  HSC paper “Workplace Injury: Comparison of Great Britain with Europe and the USA” dated  9/9/97 at: http://www.open.gov.uk/hse/hsehome  See notes 5, 6 and 7 for sources of Australian and New Zealand data.
(2) Source of data for years 1961-1993/94 and 1995/96 in HSC Annual Report Summary 1995/96 at: http://www.open.gov.uk/hse/hsehome
(3) This figure includes deaths from the Piper Alpha tragedy.
(4) Rates of fatality in these countries include some road traffic accidents but exclude the public sector. The rate in the Netherlands is an estimate to allow for under-reporting of fatal injuries in that country.
(5) Source: Summary of Harrison J.E et al. “Deaths as a result of work-related injury in Australia, 1982-1984.”  Med J Aust 1989; Vol.150 : 118-125. Summary at: http://www.worksafe.gov.au/worksafe/


(6) Cryer, P. C., & Fleming, C. (1987). A Review of Work-related Fatal Injuries in New Zealand 1975-84 - Numbers, Rates and Trends. The NZ Medical Journal, 100(816), 1-6.

(7) Feyer AM, Langley J, Howard M, Horsburgh S, Wright C, Alsop J, et al. Work-Related Fatal Injuries in New   

        Zealand 1985-1994: Descriptive Epidemiology. Dunedin: New Zealand Environmental and Occupational           

        Health Research Centre and Injury Prevention Research Unit; 1999. 
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