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"We have to move from illness to wellness. Businesses will have to invest in wellness. There is no choice. It's not
philanthropy. It's enlightened self-interest."”

Shrinivas M. Shanbhag, Medical Adviser, Reliance Industries, India

Chronic disease is responsible for more than half of all deaths in the world and is projected to account for two-thirds
of all deaths globally in the next 25 years. This progression of chronic disease is occurring despite the fact that these
diseases are largely preventable. While the chronic disease epidemic was initially concentrated in developed countries,
globalization has caused the increase in chronic disease to be even greater in emerging economies. Countries such as
Brazil, China, Russia and India currently lose more than 20 million productive life-years annually to chronic disease, and
that number is expected to grow 65% by 2030. This poses significant threats to the vitality of a highly-interdependent
global ecosystem, which in turn can threaten the sustainability of already burdened social security systems in industria-
lized societies.

Organizations have a clear interest in prevention of chronic disease for four major reasons:
Chronic Disease Drives Healthcare Costs

- In the US alone, people with chronic disease account for more than 75% of the nation's US$ 2 trillion in medical
spending. Whether healthcare is financed by employers, individuals or social programmes, the impact of chronic disease
is placing an increasing burden on health systems, taxes and costs of coverage, which increasingly burden organizations
and their employees.

- Additionally, the risk factors that lead to chronic disease are cumulative, as are the costs associated with them. For
example, metabolic syndrome, which includes a combination of obesity and other health risks, is associated with a two to
nine times higher prevalence of chronic diseases.

Productivity Losses Associated with Chronic Disease Are Even Greater

- Productivity losses associated with workers with chronic disease are as much as 400% more than the cost of treating
chronic disease. Losses in productivity include disability, unplanned absences, reduced workplace effectiveness, in-
creased accidents and negative impacts on work quality or customer service.

- The most costly conditions and health risk factors related to productivity are different from those when considering
only the cost of treating the disease. Depression, as well as fatigue and sleeping problems - conditions or risks that are
often co-morbid with chronic diseases - have the largest impact on productivity. As with healthcare costs, more risk
factors multiply the losses in productivity.

Workplace Wellness Efforts Can Positively Impact Human Capital Investments

- Organizations invest an average of US$ 290 in labour costs to generate US$ 1,000 in revenue. By helping em-
ployees work longer and have more productive lives, organizations can protect this asset in the face of growing labour
shortages globally.

- An organization that shows that it values its workers is more likely to attract, retain and motivate employees.
Leading organizations have utilized prevention and wellness programmes to demonstrate the value they place on their
workers.

Sustainability Is Threatened by the Epidemic of Chronic Disease

- The epidemic of chronic disease - a product of both environment and behaviours - is a social phenomenon that is as
equally prevalent and preventable as issues such as global warming, infectious diseases, poverty, terrorism, unsanitary
water and basic infrastructure. In fact, many of those issues are intertwined with the issue of chronic disease.

- As the economic burden of chronic disease grows, it could crowd out monies needed to improve other critical issues
as well as to meet basic needs such as education and infrastructure in both industrialized and emerging economies. Fur-
thermore, any drag on the growth of emerging economies can threaten the vitality of a highly interdependent global
ecosystem which in turn can threaten the sustainability of already burdened social security systems in industrialized
societies.

The four critical issues - healthcare costs, productivity costs, human capital investment and sustainability - can drive
a focus on wellness in an organization, especially if leadership believes that:
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- Chronic disease is a major global threat

- Organizations have the capability to take action

- More extensive partnerships and collaborations can help address the broader environment
Chronic Disease Prevention: A Rationale for Workplace Wellness

1. The Global Prevalence and Economic Burden of Chronic Disease

"The disease profile of the world is changing at an astonishingly fast rate, especially in low- and middle-income
countries. Long-held notions about the nature of chronic diseases, their occurrence, the risk factors underlying them and
the populations at risk are no longer valid."

from Preventing Chronic Diseases: A Vital Investment, World Health Organization

Exhibit 1: Projected Deaths from Chronic Disease <P>Globally, chronic diseasesl represent 57% of all deaths an-
nually, and the World Health Organization (WHO) predicts that chronic diseases will account for approximately 65% of
all deaths (over 47 million deaths annually) by 2030. Deaths due to chronic diseases are expected to rise by 23% over the
next 20 to 25 years, while deaths due to other causesii are expected to remain roughly stable through 2030 (see Exhibit 1).

Globally, chronic-disease-related deaths account for approximately 56% of all deaths in the working-age population
(15 to 69 years of age)iii.

Chronic disease is the prime cause of lost work time in the working-age population. Chronic disease accounted for
about 40% of total lost time in 2005iv. And while the relative burden of chronic disease is still greatest in industrialized
countries, the convergence of the global economies and the Western influence on lifestyles throughout the world will
increasingly impact emerging economies at a like rate. For example, by 2030, the total number of productive years lost in
Brazil, South Africa, Russia, China and India is expected to increase 64% from 20.6 million in 2000 to 33.7 million in
2030 due to cardiovascular disease alone (see Exhibit 2)v. In many emerging economies, lack of effective treatment of
chronic disease during the working years also contributes to the higher numbers of lost years of productive life. This poses
significant threats to the vitality of a highly interdependent global ecosystem, which in turn can threaten the sustainability
of already burdened social security systems in industrialized societies.

Exhibit 2: Productive Years of Life Lost and Death Rate Due to Cardiovascular Disease
Exhibit 3: Chronic-Disease-Related Deaths by Income Region

The WHO predicts - across countries - considerable convergence in the high- to low-income groups over the next 20
to 25 years (see Exhibit 3). Currently, chronic-disease-related deaths represent almost 80% of deaths in high-income,
developed countries annually, and they are expected to reach a similar level by 2030 in all but the lowest-income re-
gionsvi. Consequently, developing countries will increasingly face the same economic burden of chronic disease that
developed countries already experience. Furthermore, the risk factors that impact chronic disease are driven by many
socioeconomic and cultural factors and, within industrialized societies, are usually disproportionately evident in popula-
tions of lower socioeconomic status.

The long-term economic impact of chronic diseases will reduce the available labour supply, savings (and therefore,
investment and, ultimately, capital stock) and productivity. Chronic disease can be prevented and its effects mitigated
through modification of lifestyle choices - such as maintaining a healthy weight and following a nutritional diet - as well
as by prophylactic treatment, which can avoid the high costs of acute episodes and related productivity costs.

2. Organizations Have a Clear Interest in Chronic Disease Prevention

While the burden of chronic disease has emerged as a global threat to health and economic systems, there is also
growing evidence that organizations have a clear interest in chronic disease prevention by supporting and promoting the
health and well-being of their employees. There are at least four areas that companies are considering in their business
rationale:

- Healthcare costs
- Productivity and performance

- Human capital
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- Sustainability
The Impact of Health on Healthcare Costs

Chronic disease is the primary driver of healthcare costs. In the US alone, approximately 30% of Americans live with
chronic disease, and their healthcare costs account for more than 75% of the nation's US$ 2 trillion in medical spendingvii.
Whether healthcare is financed by employers, individuals or social programmes, the impact of chronic disease is placing
an increasing burden on health systems, taxes and costs of coverage, all of which in turn place an increasing burden on
organizations and their employees.

The chronic-disease healthcare-cost burden is intertwined with the impact of modifiable risk factors such as smoking,
lack of exercise and poor nutrition. Reducing the risk factors can result in potential cost savings to employers. One study
found modifiable risk factors increase an employer's healthcare expenditures by approximately 25%viii. Even where
healthcare coverage is adequate, there is increasing concern that individuals sheltered from the consequences of their
behaviours may be less prone to live a healthy lifestyle.

The cost of poor health behaviours is an influence in both developed and developing countries. Risk factors such as
smoking, alcohol use, obesity and hypertension are expensive, accounting for 1.5% of the gross domestic product in China
and 2.1% in Indiaix. In 2000, there were nearly 5 million smoking deaths worldwide, with one-third due to heart disease
and stroke, 850,000 due to lung cancer and another million due to other lung diseasesx. Smoking risk has been on public
health agendas for decades, while other health risks are becoming more clearly associated with chronic disease prevention
and wellness initiatives. The obesity epidemic is particularly pronounced:

- The WHO estimates that more than 400 million people are obese and over 1 billion are overweight globally. The
number of obese people is expected to grow by 75% by 2015.

- The rate of adult obesity more than doubled from 15% to 32% in the past 25 years across the United States.
Childhood obesity in the US has increased more than threefold to 20% in the past 40 years, thereby setting a higher obesity
baseline for future workforcesxi.

- Half of all households in Brazil and three-quarters in Russia have at least one obese person. Mexico has the
second-highest prevalence of obesity among the countries of the Organization for Economic Cooperation and Devel-
opment, after the United Statesxii.

- The obesity rate in Britain is 23%, and there are now cities in China where the obesity rate is over 20%xXiii.

Obesity is a health risk factor that is highly correlated with low socioeconomic status. Those who are obese are more
likely to develop many conditions, including:

- Hypertension

- High total cholesterol or triglycerides

- Type 2 diabetes

- Coronary heart disease

- Stroke

- Gallbladder disease

- Osteoarthritis

- Sleep apnea and respiratory problems

- Some cancers (endometrial, breast and colon)

While it is widely accepted that individuals who are obese are at greater risk of developing diabetes or heart disease
than those who are not, recent medical studies have concluded that those with a combination of obesity, high blood sugar,
high blood pressure and high cholesterol have a condition called metabolic syndromexiv. Individuals with this condition
were found to have a significantly higher prevalence of diabetes and heart disease (see Exhibit 4). The presence of me-
tabolic syndrome results in two to four times higher healthcare costs for those with the syndrome than for those without
itxv, xvi, xvii

Exhibit 4: Relative Prevalence of Chronic Disease with and without Metabolic Syndrome
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Other studies have shown that risk factors in general are cumulative in nature and that people with multiple risk
factors are more likely to have higher healthcare costs (see Exhibit 5).

Exhibit 5: Estimated 2008 US Healthcare Costs by Number of Health Risks

A comprehensive review of the health research found clear evidence that healthcare costs were significantly impacted
by the prevalence of obesity, stress and multiple risk factorsxix,xx. In addition, there is evidence that health risks that are
addressed by means of an effective strategy focused on health promotion can reduce costs, even in the absence of disease.

The Impact of Health on Productivity and Performance

Chronic disease and related health risks have a significant and measurable effect on the cost of healthcare. However,
the related productivity costs are even higher (see Exhibit 6). Studies have consistently shown productivity costs related to
these factors to be up to four times those of healthcare costs for employers. While most of the research related to health
and productivity has involved US employees, the results demonstrate that similar productivity costs could face expo-
nential growth with the increasing prevalence of behavioural health risks and chronic conditions on a global level.

Exhibit 6: The Costs of Health Risks

Productivity is demonstrably impacted by chronic conditions and health risk. A recent study of four large employers
in the US showed that these costs were more than four times greater than medical and pharmacy costs. In addition, when
considering productivity losses, the top 10 conditions most expensive to employers were different from the top 10 when
considering only healthcare costs (see Exhibit 7)xxi.

Exhibit 7: Top 10 Drivers of Healthcare and Productivity Costs

The productivity costs of health directly affect the bottom line and can come in several forms. First, productivity costs
arise from disability and unplanned absences due to the costs of benefits and replacement workers. In addition, produc-
tivity can be impacted even when employees are able to go to work. Workplace effectiveness - impacted by the normal
distractions of daily life and motivation factors for everyone - is also impacted specifically due to health concernsxxii.
This effect is frequently referred to as "presenteeism™ and exceeds the costs of both healthcare costs and the direct costs of
absence. In addition, there is increasing evidence that a substantial proportion of workplace accidents are influenced by
inadequately addressed health problems. Of similar concern is the impact on quality of work product or customer service
when employees are not at their best.

The evaluation of the impact of health on productivity across companies, industries and geographical locations can
vary due to differences in the nature of the work, differences in culture and differences in general policies. However, there
is clear evidence based on multiple research studies that the degree of productivity loss is related directly to health risks
(see Exhibit 8).

Exhibit 8: Lost Productivity Related to Health Risk Stratification
The impact of health on productivity is increasingly being recognized across the globe.

- In the next 10 years, China, India and the UK are projected to lose US$ 558 billion, US$ 237 billion and US$ 33
billion, respectively, in national income as a result of heart disease, stroke and diabetes and partly as a result of reduced
economic productivityxxiii.

- A 12-month study conducted at Unilever sites in the UK showed that implementing health risk reduction pro-
grammes resulted in an average reduction of half a risk factor per individual and an average increase of 8.5% in work
performance in their study group, compared with no significant change over baseline by the control group that did not
receive any interventions. A conservative estimate of the return on investment for this programme is 3.73 to 1xxiv.

- According to Ronald C. Kessler, Professor of Health Care Policy, Harvard Medical School, USA, "a substantial
proportion of workplace accidents and injuries are related to inadequately treated chronic conditions."

The Impact of Health on Human Capital

Human capital is an increasingly scarce organizational resource on a global level. The demand for talented people is
increasing, and an ageing workforce is creating an additional drain on organizations' workforces. For example, China will
be moving from an era of labour surplus into an era of labour shortage as early as 2010, according to the Chinese Academy
of Social Sciences. Because organizations invest an average of US$ 290 in labour costs to generate US$ 1,000 in revenue
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and because the amount of labour investment per dollar generated is increasing, there is a significant opportunity for
improvement of return on investment in the workforcexxv.

In addition, organizations that show they value people on a more personal level are more likely to attract, retain and
motivate the right employees. For example, 85% of CEQOs surveyed by Saratoga say they use healthcare benefits as part of
their retention programme. In a survey of Canadian workers, 67% of respondents said they view health promotion pro-
grammes as an indicator of a good job, and 61% said they would prefer to have a health benefit plan than 20,000 Canadian
dollarsxxvi. To support employer-of-choice efforts, many organizations are seeking to develop a culture that is supportive
of health and well-being both at work and within their communities. For example:

- FedEx Mexico has distinguished itself as the "best place to work™ in Latin America. It utilizes its workplace
wellness efforts to help communicate and reinforce its People First philosophy with its employees.

- Lawrence B. Costello, Senior Vice-President, Human Resources, Trane, USA, said: "Our values drive us to create
an environment for our employees that is safe, healthy and secure. Not only is it the right thing to do for our employees; it's
the smart thing to do for our businesses. When employees see the investment the company makes in their working en-
vironment, it reinforces their commitment back to the organization, enhances productivity and distinguishes Trane as an
employer of choice in the battle for human capital.”

Employees who are engaged and incented are motivated to perform at their highest levels and commit discretionary
time to the success of an organization. In fact, employee engagement, financial motivations and individuals' personal
value of their health are intertwined. A Health as Human Capital Foundation study found that individuals with more stake
in their personal work performance tended to value their personal health even more in the context of business perfor-
mancexxvii. Others have found that the lowest-paid workers are more likely to have medical issues but are least likely to
participate in company-sponsored wellness, and consequently are attempting to better align pay with good health.

Finally, an ageing population will result in a drain on trained and experienced resources as workers retire or expe-
rience a reduction in their health status. Older workers are more likely to develop chronic health conditions that can result
in early retirement or long-term disability. Health promotion and wellness efforts are likely to keep older workers healthy
longer by reducing health risks and thus avoiding or delaying the development of new chronic conditions or the exacer-
bation of existing ones.

The Impact of Health on Sustainability

The success of every organization is intertwined and interdependent with its suppliers, customers and societies.
Organizations across the globe have participated in efforts to modify or eradicate issues that affect health and well-being
on a global level, such as global warming, infectious diseases, poverty, terrorism, unsanitary water and public infra-
structure. The globalization and increased connectedness of the world's economies and societies has reinforced those
interdependencies and created a mandate and respect for leadership by both individuals and organizations that have
helped improve these critical human issues.

The epidemic of chronic disease is a social phenomenon that is equally prevalent and preventable (see Exhibit 9).
Like all of these issues, it is a product of both our environments and our progress. To put the impact and growth of chronic
disease and other risk factors in context, the following provides information on prevalence and anticipated growth in the
absence of sustained efforts by our global communities.

Exhibit 9: Current and Projected Impact of Chronic Conditions and Other Global Issues

Furthermore, the issue of health is intertwined with many other current issues: - In the arena of global warming, the
effects of climate change on conditions such as asthma, chronic obstructive pulmonary disease (COPD) and cardiovas-
cular disease (CVD) serve only to further exacerbate the problems associated with diseases. Julie Louise Gerberding,
Director, Centers for Disease Control and Prevention, USA, said: "Many trends within this larger, interdependent, eco-
logic system influence health on a global scale. The public health response to such trends requires a holistic understanding
of disease and the various external factors influencing public health."

- In countries where prevalence remains high, corporate health programmes that focus on the overall wellness of a
population include issues associated with infectious disease. Increasingly, preparedness for infectious disease is a core
responsibility of corporate medical directors similarly responsible for safety and wellness. Furthermore, an employer that
operates in an area underserved by health providers may find it necessary and beneficial to put in a clinic that is accessible
to its employees, employees' dependents and the community at large.
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- The WHO estimates that one-half of the global population - 3 billion people - are malnourished. Of these, 1.1 billion
are hungry; an equal number over-consume; and the remainder (and significant numbers of those in the first two catego-
ries) suffer from vitamin and mineral deficienciesxxviii. In Chile, for example, obesity has overtaken hunger as a concern.
"The growing number of obese in lower economic levels is a great concern due to the poor access to medical services,
food and job insecurity and high stress that low-income individuals encounter xxix."

- There is also an opportunity cost related to poor health. Dollars spent on treatment of chronic disease are already
creating a burden on both developed and developing countries, thereby creating current and long-term financial pressures
and potentially crowding out resources available to put towards education, infrastructure and other social concerns.

While it would be inappropriate to subjugate other global issues to a focus on chronic condition management and
prevention, it is clear that the issue of chronic disease prevention belongs as one of the key issues on the radar of organ-
izations committed to sustainability as a core business strategy.

With Appropriate Leadership, Organizations Can Help Drive Change

Finally, organizations can make and are making a difference. Reducing modifiable health risks and intermediate
health risks in the workplace will serve as a systematic approach to improvement of overall health, prevention of chronic
diseases and the driving down of healthcare costs xxx, Xxxi, Xxxii.

Some examples:

- K. Srinath Reddy, President, Public Health Foundation of India, indicates that "In 12 industries across India, in-
terventions that use primary prevention programmes, mostly education, have shown a dramatic improvement in their
working population.”

- At Lincoln Industries, wellness is a "talent magnet and considered a huge benefit." Marc E. LeBaron, Chairman and
Chief Executive Officer, Lincoln Industries, USA, estimates that, through its wellness programmes, the company has cut
healthcare costs to 50% below the national average, has reduced workers' compensation costs to less than 1% of total
payroll and is experiencing multiple years of negative healthcare cost trends.

- Ina highly competitive software industry, SAS Institute has focused on a comprehensive strategy around employee
health and well-being and has been estimated to save US$ 67 million per year in avoided turnover costsxxxiii.

- PepsiCo Foundation announced a grant of US$ 5.2 million in September 2007 to support a community-based in-
itiative in India, China, Mexico and the UKxxxiv. The project, Community Interventions for Health, will evaluate how to
reduce chronic disease risks in developing countries through interventions in the workplace.

While it is beyond the scope of this discussion to outline all of the critical factors for success, there are common
threads that start with visible and committed leadership and disciplined execution of targeted prevention based on the
needs of the population. Effective workplace wellness efforts can lead to solid returns on those organizational investments
and contribute to a more coordinated response to this critical global issue.

The opportunity to overcome and mitigate the epidemic of chronic disease will be greatest if leaders understand and
believe:

- Chronic disease is a major global threat

- All organizations have the capability to take action

- More extensive partnerships and collaborations can help address the broader environment
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PricewaterhouseCoopers' healthcare practice provides assurance, tax, and advisory services to providers, payers,
entitlements, suppliers, employers, and health sciences organizations. Visit PwC on the web at pwc.com/healthcare.
PricewaterhouseCoopers ( www.pwc.com ) provides industry- focused assurance, tax and advisory services to build
public trust and enhance value for its clients and their stakeholders. More than 140,000 people in 149 countries across our
network share their thinking, experience and solutions to develop fresh perspectives and practical advice.

The World Economic Forum is an independent international organization committed to improving the state of the
world by engaging leaders in partnerships to shape global, regional and industry agendas.

Incorporated as a foundation in 1971, and based in Geneva, Switzerland, the World Economic Forum is impartial and
not-for-profit; it is tied to no political, partisan or national interests. ( www.weforum.org ) This document was not in-
tended or written to be used, and it cannot be used, for the purpose of avoiding U.S. Federal, state or local tax penalties.
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