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The Impact of HIV/AIDS on business and the need for company invovlement

“AIDS is uniquely destructive to economies, because it kills people in the prime of their lives. Especially in its early stages, the epidemic tends to strike urban centres, the better educated, the elite in leadership and the most productive members of society. These deaths leach profits out of businesses and economies. There are already several examples of the enormous impact which corporate action can have in the fight against HIV/AIDS. They exist both in the workplace, which is one of the most effective places to educate and reach people, and in global efforts through advocacy, in-kind support, engagement with partners and direct donations.” Kofi Annan, Secretary-General of the United Nations, 12/01/2004 
 
Across the globe, HIV/AIDS continues to pose a grave threat to health and living standards. An estimated 38.6 million people worldwide were living with HIV in 2005, and an estimated 4.1 million became newly infected with HIV. In the same year, an estimated 2.8 million lost their lives to AIDS.
 In regions with growing epidemics, governments and civil society are working to stop the spread of the disease, but there is a need for businesses, which have ready access to large numbers of individuals as well as useful skills in disseminating messages and distributing goods, to become more involved in assisting in the fight against AIDS.

The past five years have seen an upsurge in the corporate response to HIV/AIDS. The first companies to respond by creating employee programs were heavy industries who witnessed first-hand the impact on their workforce in hard-hit regions. At the same time, companies that manufacture HIV-related products, mainly drugs and diagnostics, started developing programs to support access to health services and treatment. This set the foundation for corporate engagement on HIV through workplace and community programs providing AIDS education, and access to services for testing, treatment and care. Subsequently, the scope of business action has expanded through advocacy campaigns; applying business products and services to AIDS programming; and working with local communities in partnerships.
What is the Private Sector?

The private sector is wide-ranging and diverse in nature; it encompasses all non-governmental institutions. The private sector can be divided into two groups: 
        for-profit and non-profit organizations as shown by Figure 1
:
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Both non-profits and for-profits can be further divided into the informal and formal sectors. The informal sector consists of self-employed, non-organized workers such as farmers and independent laborers, as well as private providers such as village doctors, traditional healers and drug sellers.

The “for-profit” formal private sector, referred to here as the business sector, includes organizations that: 

1) are formally organized, 

2) have earning profits as a key business outcome,

3) are subject to regulation and

4) have an established workforce 

It encompasses a broad range of players, from large corporations or large enterprises (LEs) to smaller and medium-size enterprises (SMEs) that work within the health industry (e.g., pharmacies and private hospitals), as well as organizations in other industries (e.g., supermarkets, hotels, construction companies and professional firms such as accountants). 

What Factors Motivate the Business Sector to Engage in HIV/AIDS Programming?

Many businesses realize that the rapid spread of HIV/AIDS negatively affects their workforce, market and, ultimately ability to earn a profit. These organizations understand that HIV/AIDS is not only a health issue, but a core business issue. A business may decide to address HIV/AIDS for purely economic reasons. However, HIV/AIDS is a complex problem, and businesses are often motivated by a combination of the factors described below.

Economic Motivation

The researchers conducting a study profiled in the February 2003 issue of the Harvard Business Review calculated the financial impact of the epidemic on six corporations in South Africa and Botswana, and found that the "AIDS tax" - increased medical costs, decreased productivity, and other costs associated with HIV/AIDS in the work force - was as much as 5.9% of the corporations' labor costs. According to the mathematical model the researchers used, all six companies in the study would have earned positive returns on their investments and reduced this "AIDS tax" by as much as 40.4% if they had provided antiretroviral drugs at no cost to employees with HIV/AIDS.
 Delays in responding to HIV/AIDS have the effect of increasing the initial intervention and ongoing costs, as shown by Figure 2. In such a scenario the return on investments in the prevention of HIV/AIDS far exceeds that of standard capital investments. Studies have indicated that these returns, in terms of cost savings through preventing HIV/AIDS, are as high as 3.5 to 7.5 times the cost of intervention. 

Figure 2: Conceptual Business Cost Curves of Responses to HIV/AIDS [image: image2.emf]
Source: Daly, K. “The Business Response to HIV/AIDS: Impact and Responses.” UNAIDS, The Prince of Wales Business Leaders Forum (PWBLF) and the Global Business Council on HIV&AIDS. 2000. (page18)

Cost of AIDS to Large Companies

A survey on HIV/AIDS in the workforce was conducted among 14 large companies. Table 1 summarizes their findings and is organized by industrial sector, to illustrate differences and similarities across and within sectors. 

Table 1: Estimated Cost of HIV/AIDS to Large Companies in the Base Year of the Study, in the Absence of Effective Treatment
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Source: Rosen, S. et al. “The Private Sector and HIV/AIDS in Africa.” Boston University Center for International Health and Development. June 14, 2006. (page 8).

N.B: With the exception of Companies 10 and 11, all of the cost studies were conducted prior to the widespread availability of antiretroviral therapy.
Findings:

· For most companies, HIV/AIDS appears to be raising the cost of labor by 1-2 percent.

· Since both Botswana and Zambia had relatively mature epidemics at the time of the studies, AIDS-related morbidity and mortality was thus also high. 

· In the non-agriculture companies in South Africa, Uganda, and Zambia, we found that in their last two years of service, employees who ultimately died of AIDS or suspected AIDS were on leave or absent from work anywhere from 18 to 50 days more than other employees—the equivalent of roughly 1 to 3 months of lost working time over the 24 months of observation.

Direct costs such as benefits, recruitment, and training can be estimated relatively easily, and large companies can also usually predict the duration of vacancies and the time required for a new worker to become fully productive. Indirect costs associated with morbidity—losses of productivity due to absenteeism and diminished performance when at work—are much harder to quantify, largely because productivity cannot usually be observed directly.
 

The World Economic Forum conducted a Global Business Survey: 2005-2006 and the following is a summary of the key findings and recommendations from the survey- Business & HIV/AIDS: A Healthier Partnership. 
Key findings and recommendations

Of the 10,993 business leaders polled,
· Globally, 22% of respondent firms report experiencing impacts from the virus. 

· In hard-hit sub- Saharan Africa, 65% of respondent firms report some impact and 21% serious impact.

· Future concern is rising about the expected impact of HIV/AIDS on firms' operations over the next five years (46% compared to 37% last year).

· Very few firms have conducted a quantitative HIV/AIDS risk assessment (9%)

· The majority of firms where national HIV prevalence exceeds 1 in 5 have formal HIV/AIDS policies (58%).

· Where prevalence drops below 1 in 5, very few firms have a policy (20%) and these are likely to be informal.

· Policies addressing the issues of discrimination in promotion pay or benefits based on HIV status are rare (18%).
· The effects of HIV/AIDS, not surprisingly, increase as HIV infection spreads. As Figure 3 shows, impacts rise sharply as prevalence passes 5%. When it passes 10%, reports of serious impacts soar, before declining slightly in countries with prevalence above 20%.

Fig 3: Perceived Current Impacts on Business Increase with HIV Prevalence
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Source: Bloom, D. et al. “Business and HIV/AIDS: A Healthier Partnership?” World Economic Forum, UNAIDS and the American Foundation for AIDS Research (amfAR). 2006. (page 11)
HIV/AIDS affects corporations by increasing costs and reducing productivity, as outlined in Figure 4. Rising costs result from:

· Greater insurance costs (e.g. life insurance premiums in Zambia quadrupled in two years)

· Higher health care costs

· Increased absenteeism due to illness or caring for infected family member(s)

· Higher recruitment and training costs for new employees

· Greater funeral costs, whether due to absenteeism or actual funeral costs

For example, Gold Fields, the second largest mining company in South Africa, reported that HIV/AIDS cost the company US$4 for each ounce of gold it produced in 2001 (Daly 2000).

Declining productivity results from:

· Increased absenteeism

· High staff turnover resulting in a loss of knowledge, intellectual capital and skills

· Poor morale due to loss of loved ones and/or fear of discrimination

The combination of these effects on individual companies leads to such national macro-economic changes as:

· Decreased individual and household purchasing power (lower income), resulting in consumers buying fewer goods and services, saving less money and paying fewer taxes

· Fewer workers to support businesses, schools, hospitals and government

· Production of fewer goods and services

· Reduced market size leading to more competition, fewer businesses surviving and lower profits for those that do survive

· Lower profits, resulting in reduced national economic growth World Bank estimates suggest that national income could be reduced by as much as a third in countries with an HIV/AIDS prevalence rate of 10 percent.
               
Figure 4: Impact of HIV/AIDS on a Company [image: image5.emf]
Source: Daly, K. “The Business Response to HIV/AIDS: Impact and Responses.” UNAIDS, The Prince of Wales Business Leaders Forum (PWBLF) and the Global Business Council on HIV&AIDS. 2000. (page 15)
Corporate Social Responsibility (CSR)

Reputation is a valuable business asset that can have both economic and social returns. Many businesses become involved in HIV/AIDS work because they want to protect or develop their corporate reputation at three levels: 

1) internally, 

2) locally/nationally and 

3) globally.

Internally, a healthy, generally satisfied and skilled workforce is a major asset for a company. The employees’ view of the company is important for job recruitment and retention of qualified staff. These are great incentives for businesses to address the health of their workers. A Conference Board survey of 203 companies found that the main reasons businesses addressed HIV/AIDS were the welfare of employees (46 percent) and safety/prevention (34 percent). At the local level, businesses are required to have some form of legal license to operate in a country. 

Globally, interest in the environmental and social impacts of business is growing. Stakeholder groups (e.g., workers, consumers and shareholders) are demanding more information and accountability from businesses. Some businesses identified HIV/AIDS as a threat early in the pandemic, while many waited until the problem became so dire that they had no choice but to respond. If a business is not perceived as responsive to its stakeholders’ concerns, it can lose: 

1) customers, 

2) valuable staff, 

3) investors and access to capital assets 

4) market share.

A 2002 Cone Corporate Citizenship Study found that of U.S. consumers who learn about a firm’s negative practices: (Business for Social Responsibility).

· 91 percent would consider switching to another company; 

· 85 percent would pass the information to family and friends; 

· 83 percent would refuse to invest in the company; 

· 80 percent would refuse to work for the company and 

· 76 percent would boycott the company’s products 

Both local and multinational companies that are seen as having a good reputation often reap economic benefits through customer loyalty to their products/services, greater employee satisfaction, a greater involvement with communities and better access to concerned leaders.
While corporate reputation can be a motivating factor for companies to engage in corporate social responsibility (CSR) efforts, CSR is much broader than simply managing an organization’s reputation. The term CSR, as defined here, means that business practices and corporate values across an organization are aligned with the social and environmental needs of the larger society, thereby benefiting both business and society. 

CSR is an increasingly important force of change due to the diminishing role of government in many countries and the increasing influence of businesses on society.

For example, the largest 100 companies have annual revenues that exceed the gross domestic product of five of the world’s nations. Although the benefits to business of social investments are often not immediate, they can be substantial. There is a growing understanding that being socially responsible provides a competitive edge in the marketplace.

Why the Workplace?

“In Benin, like everywhere else, the working population is being ravaged by HIV/AIDS.

Consequently, to be effective the fight against HIV/AIDS must be fought through the

world of work in order to allow a real all-out multi-sectoral response.”

M. Aboubakar Arouna, Minister of Public Service, Labour and Administrative Reform,

Republic of Benin.

The ILO estimates that as many as 36.5 million people who are engaged in some sort of

productive activity are infected with HIV. The virus does not discriminate – hotel staff,

business people, migrant workers and public servants are all affected, but while their lives may be different, work stands out as a unifying activity. The ILO believes that HIV/AIDS should be recognized as a workplace issue and be treated like any other serious illness or condition affecting employees. 

This is necessary not only because it affects the workforce, but also because the workplace, being part of the wider community, has a role to play in the struggle to limit the spread and effects of the epidemic. The workplace can be a central point for 

prevention and care within its existing human resource development and training 

programmes, health and safety structures and it is also the place where standards are set for working conditions, labour relations and the protection of workers rights.

What can business sector strengths contribute to HIV/AIDS programs?

There are several compelling reasons for public health professionals to work with the private sector. As presented in Figure 5, businesses have three unique capacities that can be leveraged to contribute to the fight against HIV/AIDS: 

1) Materials, 

2) Skills, and 

3) Networks

Figure 5: Business Strengths that can be Leveraged for HIV/AIDS Programs
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Research for this paper was compiled by Alex Sithole, CCA HIV/AIDS Initiative Intern.
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