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Abstract
The business sector has expressed ongoing concern that the Health and Safety in Employment Act,
1992 (the HSE Act) is imposing unnecessary and/or excessive costs, particularly on small-to-medium
sized companies. The purpose of this research was to see whether the costs imposed on businesses
by the HSE Act are excessive or unnecessary and, if so, how they could be minimised. The main
findings of the study were that the companies visited tended not to consistently quantify the costs of
compliance and were generally unable to provide specific and detailed information on costs. The
research showed that how a company perceived the costs of compliance (e.g. whether or not they were
excessive) depended on that company’s perception of the seriousness of the risk of its particular
operation, and/or the extent to which benefits from investment in health and safety were recognised by
the company.



This paper was written on contract to the Labour Market Policy Group of the New Zealand Department
of Labour. The views expressed in this paper do not necessarily represent the views of the
Department.
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1.

EXECUTIVE SUMMARY

Introduction

The business sector has expressed ongoing concern that the Hedlth and Safety in Employment Act1992
(the HSE Act) isimposing unnecessary and/or excessive codts, particularly on small-to-medium sized
companies.  The Ministry of Economic Development (MED)' and the Department of Labour’s
Occupational Safety and Health Service (OSH) established ajoint project to research whether the costs
imposed on businesses by the HSE Act are excessive or unnecessary and, if so, how they could be
minimised. The objectives of the research wereto:

identify the mgjor cogts and benefits to companies of complying with the Health and Safety in
Employment Act 1992; and

to determine, if appropriate, how such cogts can be minimised without undermining the intention
of the Act.

Health and Safety in Employment Act

The HSE Act is a performance-basad legidation, which promotes aflexible, sdf-managing approach to
workplace hedlth and safety. The principa objective of the HSE Act is to prevent harm to employees
in theworkplace. The Act requires safety in workplaces through systematic analysis of hazards, rather
than the preHSE Act sandard of compliance with specific minimum standards. The rationde for the
Act being non-prescriptive is that employers are in the best position to manage effectivey hazards in
their own workplace. The Act places primary responghbility on the employer, while employees are
held responsible for themsalves and their actions by a requirement not to act negligently.

The HSE Act is being reviewed by the Department of Labour and it is anticipated that a Bill will be
passad by Parliament in the year 2001. The specific proposals that have resulted from the review relate
to improving the coverage of the HSE Act, ensuring effective enforcement of the HSE Act, and
improving workplace hedlth and safety through empl oyee participation.

Case study approach

The case study method was used because it alows an in-depth focus on the costs and benefits of
complying with the HSE Act in a redl-life context. Analysis then alows codts to be separated from
their context. The strength of case study research isnot in datistical generalisations, but in an anayss
of 'how' and ‘why'. Previous research has usualy involved general surveys, which has not provided
any depth of underganding of health and safety management codts or differentiated between a firm’s
hedlth and safety costs and the normal codts of running a business.  This study focused on company
perceptions of the costs and benefits of complying with the HSE Act.

The companies were sdected based on the following criteria

A sector that was easy to access and employs a large nunmber of people. The manufacturing sector
was chosen, asit isdefinable, easy to access, and employs alarge number of people.

Different industry risk. Two indusgtries within the manufacturing sector were chaosen: fabricated
metal manufacturing (a'high risk' industry) and dothing (a'medium risk' industry).

Compliant and non-compliant as assessed by OSH. Companies within each industry were selected
according to their levd of compliance with the HSE Act, as assessed by OSH.

Different szed firms. A range of company s zes was sdl ected.
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There were a number of limitations associated with the sdection process. Companies were sdected
from the OSH database, which contained only businesses visted by OSH. As OSH only vists 10
percent of workplaces per year, these businesses are not representative of all business.

Ancther limitation is that the very worst firms with regard to hedth and safety (for example
"snveatshops') may be underrepresented because of difficulties in locating them (for example if they
operate out of agaragein aresidentid areq). In addition, a number of businessesthat had alow leved of
compliance as assessed by OSH, refused to participate in the study.

Determining the actua cogts and benefits of compliance was difficult for a number of reasons. When
employers were asked to provide information about compliance cogts there was some difficulty
determining what actual costs of compliance were in isolation from the 'normd’ costs of running a
busness. Another festure that made compliance costs difficult to measure was the performance-based
nature of HSE legidation. For example, in taking all practicable stepsto ensure the workplaceis safe, a
company could adopt arange of initiatives or technologiesthat vary considerably in cost.

Twenty-one companies were sdected and fifty-two in-depth interviews were undertaken. In the larger
companies, three to four interviews were undertaken, with a'vertical dice of employers, managers and
employess in each workplace: In smaler companies, one or two interviews were undertaken.
Wherever possible a case study visit involved atour of theworksite.

The focus of the research was on companies perceptions of the costs and benefits of complying with
the HSE Act. The magjority of views represented in this report are those of employers. Where possible
employee perspectives were obtained and are incorporated. We did not attempt to validate what
companies were saying, particularly when they were talking about their experiences with OSH. This
was because the focus of the research was on companies perceptions and regardless of whether these
perceptions were accurate or not, the most important thing was that companies believed them to bereal.

Key research findings

Companies' perceptions of complying with the HSE Act

A key finding of this case study research wasthat afirm’s view of whether the costs of complying with
the HSE Act was high or low depended on that company's perception of the leve of risk for its own
operation and the associated benefits of complying. Previous ressarch has indicated that generally
smaller companies congider the costs of compliance as high. This study found that size, while a factor,
was not the key factor in how companies viewed cogts.

The research team found that the companies studied fdl into three groups according to ther
perceptions of cogts and risk:

Inactive companies
Reactive companies
Proactive companies

The following table summaries the key characteristics of each group:



Per ceived costs and
benefits as low

Risk perceved as low
resulting in a low
commitment to hedth
and safety.

Hedth and  sofety
approach driven by their
perception ther
workplace was low risk.
Short-teem focus  to
hedth and safety, with a
high rdiance on OSH to
tel them what to do.

Perception that hedth
and safety is not that
important  in  ther
waorkplace.

Minima  understanding
of HSE Act by
employers and
empl oyees.

| nactive companies

Per ceived costs high in

relation to benefits

Risk percaved as high
but hedth and safety
approach sometimes
focused more on the fear
of  prosecution  or
negetive  interactions
with OH than
devdoping a dynamic
gpproach to hedlth and
safety  focused  on
improvements of actua
hedth and  sofety
conditions.

Concerned about being
hedd responshble for
employee negligence.

Limited undergtanding
of the HSE Act.

Reactive companies

Per ceived costs as
investment

Risk percaived as high.

Economic incentives
and/or  concern  for
welfare of employees
drive health and safety

Proactive and
continuous improvement
approach, with high
employee participation

Hedth and  sofety
integrated  into  the
running of the business

Good understanding of
HSE Act by employers
and employees

Reationship with OSH

dther not important or
good

Proactive companies

Difficulty in quantifying costs and benefits of complying with HSE Act

Ohtaining specific and detailed information on ‘costs (i.e. compliance costs or dynamic costs) was
extremdy difficult. This was because the companies vidted tended not to condstently quantify the
cogts of compliance. Nor could the mgjority of companies separate health and safety codts out from the
normal day-to-day operational costs of running their businesses. Reactive companies stood out as they
represented companies that strongly perceived they had to undertake extra (and unnecessary) activities
to achieve compliance. As the mgjority of companies had not quantified the costs of complying their
perceptions became extremely important. Often whether a company perceived these cogts as excessive
or not depended on whether or not they viewed expenditure on hedlth and safety as beneficial. For
example, the mgjority of reactive companies perceived health and safety to be costly but most had not
actually quantified these cogts, though they talked about them as being excessive and unnecessary.

The overall costs of complying with HSE Act were not perceived as excessive or unreasonable

Overal companies advised that they did not condder the cods of complying with the HSE Act as
excessive or unreasonable. Generally where there were perceptions that costs were excessive or
unreasonable these came from reactive companies. These arose mainly from a company’s interaction
with OSH.

There was concern by some participants over OSH'’s administration of the HSE Act

The purpose of this study was not an evaluation of the role of OSH. However, when companies were
asked about the costs and benefits of complying with the HSE Act. The following concerns were
raised.



Perceived excessve OH requirements: Only reactive companies were highly critical of OSH. These
companies identified compliance cogts as being high. Mogt of these costs were those associated with
the interaction between OSH and a company. Companies that approached hedth and safety as an
imposad requirement tended to view codts as more excessive than companies that reied less on OSH.
Any OSH ruling considered excessive or unnecessary by a company tended to have a negative impact
on the company’s rdationship with OSH. Cods resulting from these rulings were seen as high in
relation to the benefits. Proactive companies were |ess likely to be troubled by poor experiences with
OSH.

OSH not targeting ‘sweatshops': Across dl the three groups there was concern that OSH was not
targeting the worst employers. Companies felt that non-complying employers did not incur costs and
this undermined the competitiveness of companies who wereinvesting in hedlth and safety.

Inconsigency of OSH's approach: Inconsstency of OSH's approach was a concern expressed across
al companies. Therewas aview that outcomes from an OSH visit gppeared to be highly dependent on
the OSH ingpector invalved rather than the company’' s own hedlth and safety Stuation.

Lack of clarity over the role of OSH: We found differing views on OSH's dual education and
enforcement roles. Generaly firms were supportive of OSH adopting a more consultative approach
and not being so enforcement oriented. However, there was support, especially from employees, for
increasing OSH visits and enforcement.

Some employee participants were concerned that there was not sufficient enforcement: There was
support for increasing OSH vidts and enforcement especialy from employees. Some industry groups
also thought OSH should increaseits enforcement role.

There was general acceptance but limited understanding of the HSE Act

Almog dl participants consdered that the HSE Act was necessary and that it provided a minimum
gandard of hedlth and safety. There was, however, limited understanding of the Act due to a range of
factors.

Low undergtanding of the intent of the HSE Act: We found that a high leve of awareness and support
of the HSE Act® did not mean that companies had a good understanding of its intent. Across the 21
companies there was a wide variation in both the levels of understanding of the HSE Act as a
performance-based piece of legidation and its requirements. While proactive companies demonstrated
a good understanding of what compliance means under performance-based legidation, many inactive
and reactive companies were operating under the old prescriptive approach to health and safety and
were highly reliant on OSH to tell them what to do. A number of these companies indicated that they
would prefer the previous prescriptive legidation and find it easier and less codtly to be told specifically
what to do.

The non-prescriptive nature of the Act gave rise to uncertainty: All three Groups, together with the
industry groups interviewed, raised a number of specific issues where the non-prescriptive nature of the
Act gave rise to uncertainty. A number related to key definitions within the Act, including what
conditutes ‘al practicable geps and ‘serious harm’. Ancther concern rdated to the
contractor/principal rdationship. Some companies said there was uncertainty about where ther
respongibility and those of outsde contractors began and ended. There is now a trend among
companies for contractual arrangements to be more complex, with out-sourcing and multiple-sourcing
more common.

Companies felt some improvement in information provision is required: While access to information
about the HSE Act was not identified as amajor barrier or cost factor by any of the three Groups, bath
companies and industry groups criticised exiging information. This included the need for more
industry-specific information and increased training for employees. Companies from al three Groups
drew on multiple sources of information including OSH, ACC, private providers, and forma and
informa networks. Companies aso commented that many of the OSH publications used in the past
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were now out of print. A number of companies expressed concern about the codt, quaity and reevance
of the information and services provided by the private providers of health and safety packages.

The HSE Act rated favourably compared to other legidation: In genera acrossall companies, the HSE
Act came out favourably in cost terms when rated alongside other legidation. Legidation consdered
to impose the most dgnificant compliance codts induded the Statistics Act 1975, The Resource
Management Act 1991, the tax payment system, recent changesto the ACC legidation and (at thetime
of the study) the proposed changes contained in the Employment Relations Bill. The ACC legidation
and the Employment Rdations Act are the subjects of separate and ongoing evaluation being
conducted by the Department of Labour (and in the case of the ACC legidation, ACC as0), including
the degree to which they impase compliance costs on employers.

There were four main drivers behind companies’”perceptions of costs and
benefits

Perceptions of the costs and benefits of health and safety are shaped by complex interactions between a
wide range of factors. We identified four factors that stood out in the research. Companies perceptions
of the seriousness of the hedlth and safety risk, and the s ze of the company, have been discussed at the
beginning of this section Key Research Findings. Two other factors were:

The culture of a workplace: A key component behind a company's perceptions of the costs and
benefits of complying was the leve of commitment demongtrated by management and employee
participation.

External health and safety dructure: For some companies external hedth and safety sructures
influenced how a company perceived the cogts and benefits of complying with the HSE Act.
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Key Workplace Statistics

Thereare an estimated 160 work-related fatal injuries every year in New Zealand.

Each year on average OSH invedtigates one death per week of a worker killed in a workplace
accident.

There are an estimated 400 work-related fatal illnesses every year.
Someone needs trestment for a workplace incident every two minutes.

There were 242,000 work-related accident insurance dlaimsin 98/99 (this represents about 1 in 7
workers).

30,000 injured employees are off work for five days or more every yeer.

1.25 million days of work arelogt every year, adirect cost to employers and the country.
Thered (versusinsured) cost of work-rdated injuriesis estimated at $3 billion for 98/99.
OSH takes around 200 HSE Act prosecutions a year.

There were 172 HSE Act rdated prosecutions in 1998/99, cogting employers around $900,000 in
fines.

In generd terms, New Zedland's workplace injury and fatality record is uneven, with certain
sectors being 'black spots. Mining, agriculturd, forestry, fishing, congtruction and transport and
storage stand out; we compare poorly with Audraliain theseindugtries.

It is difficult to obtain comprehensive data comparing New Zealand's occupational hedth and
safety performance with other countries. New Zedland's workplace fatality record (4.9/100,000)
appears nat to be good in comparison with Audraia (3.8/100,000) or the United States
(3.2/100,000). The New Zedand fatality rates are also consgently higher for sdf-employed
persons.

11



2. INTRODUCTION

Concern over the high costs of compliance

The business sector has expressed ongoing concern that the Hedlth and Safety in Employment Act
1992 (the HSE Act) isimposing unnecessary and/or excessive codts, particularly on small-to-medium
Szed companies. Consequently, in June 1999, the Minisry of Economic Development (MED)
(formerly the Minigtry of Commerce) and the Department of Labour’s Occupational Safety and Health
Service (OSH) egtablished a joint project to research whether the costs imposed on businesses by the
HSE Act are excessive or unnecessary and, if so, how they could be minimised. The objectives of the
research wereto:

identify the mgjor cogts and benefits to companies of complying with the Health and Safety in
Employment Act 1992; and

determine, if gppropriate, how such costs can be minimisad without undermining the intention of
the Act.

Health and Safety legislation

Workplace hedlth and safety is governed by two Acts of Parliament that are administered by the
Department of Labour:

The Hedlth and Safety in Employment Act 1992
The Accident Insurance Act 1997

The Health and Safety in Employment (HSE) Act 1992

The HSE Act is performance-based legidation, which aims to promote a flexible, sdf-managing
approach, to hedlth and sfety.

The principal objective of the HSE Act is to prevent harm to employess in the workplace* The Act
requires safety in workplaces through the systematic management of hazards, rather than the preHSE
Act standard of compliance with specific minimum standards. The rationa for the Act being non-
prescriptive is that employers are in the best postion to manage effectively hazards in ther own
workplace. The Act places primary responghbility on the employer, while employees are held
responsible for themsdves and their actions by a requirement nat to act negligently.

Before the HSE Act cameinto force, health and safety legidation was heavily prescriptive. There were
fourteen principal acts. The overal legidative process was time-consuming and unresponsive. The
new legidation was aimed a addressng these problems by establishing a ‘One Act, One Authority’
principle

TheAccident Insurance Act has recently been altered into two pieces of legidation. Thefirst changed the ACC scheme from a competitive sysem to
astate monopaly. In early 1999 the previous government opened up workplace injury insurance to a competitive market. The present codlition
Government, which cameinto power in December 1999, made acommitment to rebuild ACC and revert back to asingle publicly funded-modd. The
Accident Insurance Act aimsto:

remove competition from workplace accident insurance

restore ACC as the monopoly provider of workplace accident insurance and

re-establish the Accredited Employers Programme
The second piece of ACC legidation isthe Injury Prevention and Rehabilitation Bill which is currently receiving submissions on the reintroduction of
lump sum payments
) Section 5 sts out the prind ple objective of HSE Act and the three means to achieve that objective set discussed below.

Section 19.
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The HSE Act requires the employer to exercise a duty of reasonable care

The Act requires employers and others to take ‘al practicable stieps towards observing the duties it
prescribes.  This broadly equates with a ‘reasonable car€ gandard, where what is ‘reasonadl€ is
asociated with the cost and benefit of preventing harm in particular circumstances.

There are difficulties of interpretation under a performance-based Act. Employers, employees, the
Courtsand OSH al need to establish what isreasonable care. This becomes a matter of judgement and
those involved in the process have different perceptions. Hence, "reasonable care' can only be a
consensual or best approximation, and it will change over time,

Review of the HSE Act

The HSE Act is currently being reviewed by the Department of Labour and it is anticipated that a Bill
will be passed by Parliament in 2001. Thisreview isexamining proposasthat aim to:

Improve the coverage of the HSE Act — to ensure that al employees and other people who are in
workplaces are covered by a condstent set of health and safety laws

Encourage a greater sense of partnership between employers and employees — to ensure effective
communication on hedth and safety matters

Ensure effective enforcement —to provide for greater incentives for compliance.

The Occupational Safety and Health Service of the Department of Labour
(OSH)

The primary function of OSH is to adminiger the HSE Act, by providing services that encourage
sound hedlth and safety management of workplaces. These indlude information provison, advice,
compliance ingpections and enforcement activities.

OSH ingpectors vigt around 10 percent of workplaces a year, predominantly in high-risk industries.
‘Blitzes ® in particular regions and industries focus on serious hazards and/or non-compliance. OSH
also reaches afurther 5 percent of workplaces through investigating reported serious harm incidents.

The Ministry of Economic Development

A key role of the Minigry of Economic Development is to promote economic growth and an
environment in which business can operate as efficiently and as effectively aspossble. To achievethis
the Minigtry works to remove barriers to growth and innovation, lower cogts to business and improve
the regulatory regime under which businesses operate.

While it is recognised that compliance costs cannot be entirdly avoided, excessive or unnecessary
compliance cods have negative effects. They can discourage growth, innovation and international
competitiveness. The Minigry's participation in this research project is part of its work programme
aimed at reducing compliance coststo business.

Suggested approach for reading the report

For those readers who only have time for a quick overview, a Summary of the Research Findings
can befound in Section 5 (page 18).

Section 3-  provides the reader with an overview of the methodol ogy used for this research.
Section4 - isabrief summary of previous research on the cogts of compliance.

Section 5 - presentsasummary of the research findings

Section 6 - presents an anaysis of the main findings.

Section 7 presentsamore detailed look at the research findings.

Throughout the report examples are drawn from case sudiesto illustrate companies views.

6

An exampleisa 1999 campaign that targeted fallsin the construction industry.
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3.

CASE STUDY APPROACH

While there have been a number of studies’ undertaken in the area of compliance with hedlth and
safety legidation, very few have provided an in-depth understanding of the costs and benefits of
complying with the HSE Act. Previous research has tended towards general quantitative surveys,
which have nat provided any depth of underganding of hedth and safety management costs nor
differentiated between afirm'’s health and safety costs and the normal costs of running a business®

The case study method was chosen as the best available means to fill this knowledge gap. It was
anticipated that case sudy research would dlow an in-depth focus on the costs and benefits of
complying with the HSE Act in aredl life context. Analyss then enables cogts to be separated from
their context.” The strength of case study research is not in statistical generalisations, but in the analysis
of “how’ and ‘why'.

Research process

The initia research process consigted of developing the research objectives, questions, the case sudy
framework and a selection process for companies. Thisinvolved the following:

aliterature review to inform the research process

semi-gructured interviews and vidts with OSH fidd daff to deveop the research team's
knowledge of the Act, the role of OSH as the enforcement agency, and issues around compliance
codsfor companies

semi-gructured interviews with a number of stakeholders to gather a range of perspectives on
issues around compliance with the HSE Act (e.g. industry organisations, including union groups,
and an occupational health and safety management company). ™

Selection process for companies

Twenty-one companies were selected for thisresearch on the criteria set out below.

A sector that was easy to access and employs a large number of people

The manufacturing sector was chosen, asit is definable, easy to access, and employs alarge number of
people. There would be more chance that certain findings may be replicated and, if repesated patterns
do occur across the sector, there would be more confidencein the overall results™

Different industry risk

Two indudtries within the manufacturing sector were chasen: fabricated metal manufacturing (a ‘high
risk’ industry) and cdothing (a ‘medium risk’ industry). The high-risk industry was selected because
OSH palicies are targeted at such industries and because hazards in the indudiry are likely to lead to
higher compliance costs. A medium-risk indusiry was chosen as a source of comparison. These two
industries aso employ significant numbers of people.
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Compliant and non-compliant as assessed by OSH

Previous research on the cost of complying with the HSE Act has not digtinguished between whether or
not a company complieswith the Act. Research hasindicated that companies that do not comply with
legidation are less likely to disclose their non-compliance, or are more likely to fail to respond.*? The
assumption was that it would be difficult for non-complying companies to provide information
regarding costs and benefits. Despite this, the research team decided to attempt to compare compliant
with non-compliant companies. However, it proved difficult to gain agreement from those companies
to be interviewed.

Companies within each industry were sdected according to their level of compliance with the HSE
Act, as assessed by OSH.  For the purpose of this research ‘compliant’ companies were defined as
those receiving a compliance rating of one or two. ‘Non-compliant’ companies were defined as those
rated a four or five by OSH.*®

Different size of company

Previous research suggests that company size affects compliance cogts. Thereisaview amongst larger
high-profile companies that they are targeted more by OSH, while smaller operators are less frequently
targeted.14 Research also suggests that small-to-medium sized companies *° struggle with compliance
issues, as they have lesstime and fewer resources™® To test these assumptions, the case study induded
arange of smal to medium s zed companies and larger companies.

Two researchers, one from each agency, were used for the mgjority of case sudies. Using two
ressarchers srengthened the rdiability of the research by providing grester consstency in the
interpretation of the data

Twenty-one companies were sudied, with 52 interviews undertaken in total. In the larger companies,
three to four interviews were undertaken, with a 'vertical dice of employers, managers and employees
in each workplace. In smaller companies, one or two interviews were undertaken. The interviewees
incduded owners, CEOs, managing directors, shop floor managers, hedlth and safety officers,
employeesinvolved in hedth and safety, and employeesin general.’” Wherever possible a case study
visit involved atour of the worksite.”®

A robust process was used to analyse the data™® and induded the following steps. For each case study,
individual interviewers wrote up transcripts of the individua interviews. They analysed the data,
drawing also on company documents and background material. This analysis was cross-checked by
the paired interviewer and together they recorded summaries of key themes for the case dudy as a
whole.

Cross-case analysis was carried out using a series of project meetings and structured analytical
workshops.  The intention was to draw out, and weave together, the multiple perspectives and
knowledge of palicy, occupationa health and safety in New Zedland businesses and workpl aces.
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Focus of research

The focus of the research is company views about the costs and benefits of complying with the HSE
Act. Though the research attempted to take a 'vertical dice of employer and employee perspectives,
the employers pergpectives are dominant in this research. There are reasons for this  Firgly we
interviewed a large number of employees who were in 'management’ positions (for example works
manager or production manager). Ther views were represented as the employer perspective.
Secondly because all respondents were assured confidentiality, in some cases we needed to remove the
employee perspective as certain comments may have been recognised by the company. The employee
perspective is dill incorporated in the research, though nat aways directly rdated to any particular
company.

We did nat attempt to validate what companies were saying, particularly when they were talking about
their experiences with OSH. The reason we decided to do this was that the focus was on company
perceptions and we did not want to take anything away from that. Regardless of whether these
company perceptions were accurate or nat, the most important thing was that companies believed them
toberedl.

Definition of costs

The purpose of the research was to identify the mgjor costs and benefits of complying with the HSE
Act and determine if costs could be minimised without undermining the Act’s intention. Rather than
tie down our discussions with companies to specific and tight definitions of compliance costs we
wanted to let companies describe to us what they saw as compliance costs. We were looking in
particular at what extra activities the companies fdt they had to undertake which in their view they
would nat generaly carry out to achieve what they considered to be a hedthy and safe work place. We
therefore adopted a wider definition of compliance costs which included not only paperwork and
adminigration structures but also associated compliance costs such as equipment purchases and costs
associated with understanding regulation requirements including buying specialist services, daff
training and monitoring of compliance costs. We aso tried to get some assessment of how compliance
cogtsimpacted on afirm’'s competitiveness and its ability to be innovative.

Limitations associated with this research process

A key limitation of usng a case sudy approach isthat due to the small sample sze the information will
not be representative of al busnesses However as discussed earlier, in this instance, depth of
information was required rather than the ability to generalise.

The sdection process imposed some limitations on the research results. The range of companies
available to be sdected was limited to those contained on the OSH database. The database contains
businesses vigted by OSH and is a mix of those who are compliant and those who are non-compliant
with the HSE Act. The database was chosen because it was the best source of businesses that had their
compliance with the HSE Act assessed by OSH.

The range of businesses contained within the OSH database is limited for anumber of reasons:

OSH only vidts 10 percent of business per year. These businesses are not representative of al
businesses on New Zedland as OSH targets particular indudtries (for example high-risk).

Businesses that do not operate from a single ste (for example contractors) are likely to be under
represented. Because their worksite is not fixed, it can therefore be difficult for OSH to locate and
vidt the dte. While many companies in the manufacturing industry operate from a fixed worksite
there are somethat operate as contractors.

The businesses with the very wordet health and safety practices (for example "sweatshops') may to
be under-represented because of difficulties in locating them (for example if they operate out of a
garagein aresidential areq).

Those listed on the OSH database as the worgt cases are often only non-compliant in one aspect of
theworkste. In other respects they demongtrate agood level of compliance.
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The range of manufacturing and fabricated metal busnesses drawn from the OSH database who agreed
to participate was also not as wide as planned. A number of businesses that had a low levd of
compliance, as assessed by OSH, refused to participate in the sudy.

As was the case with previous research,® determining the actual costs of compliance was difficult.
There are severd features that make HSE Act compliance codts difficult to measure. These are
discussed bel ow.

Workplace safety is produced in conjunction with other business activities. When employerswere
asked to provide information about compliance codts there was some difficulty determining what
they were and disentangling those codts as part of running a busness. Many companies did not
keep arecord of how much was spent on health and safety activities generaly. Views on what was
considered to be a compliance cost varied across companies aswdll.

The extent of compliance within a company was difficult to gauge. A company may have been
listed on the OSH database as non-complying but have improved significantly sincethelast vist.

The impact of legidation in other areas had consequences on workplace health and safety.  For
example, meeting air quality requirements under the Resource Management Act would also have
health and safety benefits.

The performance-based nature of HSE legidation crestes difficulties in measuring compliance
codts. For example, in taking all practicable steps to ensure the workplace is safe, a company could
adopt arange of initiatives or technologiesthat vary considerably in cost. The legidation generally
does not ecify that a company takes particular actions.

2 Productivity Commission, Work, Health and Safety Hitp:/Aww.indcom.gov.au/inquiry/47workhe/index.html
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4.

PREVIOUS RESEARCH ON THE COSTS OF COMPLIANCE

As background to informing this research project on the compliance costs associated with the HSE Act,
the research team undertook a review of exiging research and sudies, both of work undertaken into
compliance cogts of New Zedland regulation generally and that relating specifically to the HSE Act.

Much of the research undertaken to date on compliance cogts has gathered information via surveys
focused on a wide range of regulations.  Such research has provided little in-depth information or
quantification of compliance codts relating to the HSE Act. It has shown that the HSE Act was
identified by most companies as a key piece of legidation they have to deal with, but was generaly
accepted as a good piece of legidation, essentialy requiring good business practice and providing some
flexibility for companies as to how they comply. Training and education, epecialy during the
implementation stage, putting in place adequate control systems and reporting procedures were
identified as the main areas where compliance costs arose. A number of companies had reported that
the Act had forced them to improve their operational and quality management practices?

The previous research work shows, however, that there is a very wide range of views held by
individual companies about the HSE Act and its associated compliance cods, ranging from those
companies who consdered the costs of complying to be high, to those who consider the cogts of
complying to be low. A survey, undertaken by Waikato Management School, of approximately 400
small to medium sized companies in 1999 asked if they beieved the compliance cogts associated with
OSH were excessve. Over 60 percent of respondents thought they were average to low and OSH
activities were generally acceptable® Similarly there are companies that would prefer a more
prescriptive type of regime, and conversely companies that want even more flexibility in developing
their own health and safety regimes. A number of recurrent themes arose in previous research reating
tothe HSE Act:

Larger companies conddered that OSH' s enforcement focus was targeted at them and that smaller
companies therefore faced lower compliance codts.

In generic studies across the spectrum of al regulation, the HSE Act was not generdly raised as
imposing significant costs on businesses.

Where companies did see the cogts of complying as high, they were usually smaller companies.
The relationship between OSH and a small business was important in achieving compliance. The
move to greater sdf-regulation and fewer OSH ingpections has impacted on smaller companies.

Their rdationships with OSH have become more negative and/or they often fed isolated and
uncertain about what they have to do to comply.

Thereistoo much room for differing interpretations by OSH staff, thereby giving riseto codts.
There was concern that employers can gill be held responsble and prosecuted for the foolish
actions of their employees.

Companies with multi-nationa links (especially Audrdia and the United States) considered that
the HSE Act standards were nat as rigorous or as costly to comply with as overseas hedth and
safety requirements.
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Further common themes emerged from research undertaken on compliance cogts of regulations and
other specific pieces of legidation (for example the Resource Management Act and the Building Act):

Companies had difficulties determining what compliance costs were and distinguishing them from
the normal operationa cogts of abusness.

Often the cods perceved as the most dgnificant were not compliance cods at al, but
inconveniences, which although redl, were difficult to quantify.

Perceptions of “compliance costs’ may often be as much about fear and uncertainty as they are
about time or money %

Legidation that providesincentivesto comply or givesriseto tangible benefitsis usually preferred.

The cumulative effect of legidation, in particular the implementation of a large volume of new
regulation over the lag decade and the complexity of this regulation, is seen as a burden to
companies and especially small to medium sized ones. These companies find it difficult to devote
time and resources to gathering and using information about regulations and to ensure they are
complying.

Inconsigency of advice by the administering authority can creste rise to uncertainty and therefore
increased cods for companies.

Thelack of darity of the regulation can increase cogts for companies.
Thelack of easy accessto good quality information can increase costs for companies.

Duplication and/or conflict between different pieces of legidation can increase codts for
companies.

The research team used the findings outlined above to inform its own work and to help develop the
questionnaire that was used as the basis for discussion with the 21 individual companiesinterviewed.

% JarvisPand Wilkinson R (1998) Survey of Compliance Costs of New Zealand Farmers: A Study of Costsand an Exploration of ssues, Minisiry of
Agriculture and Forestry, MAF Policy Information Paper No.24
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5.

SUMMARY OF RESEARCH FINDINGS

Companies perceptions of complying with HSE Act

A key finding of this case study research was that a firm's view of whether the costs of complying
with the HSE Act was high or low depended on that company's perception of the leve of therisk for
its own operation and the associated benefits of complying. Previous research has indicated that
generaly smaller companies consider the cogts of compliance as high.  This study found that size,
while afactor, was not the key factor in how companies viewed costs

The 21 companies dugtered into three groups according to their cost/benefit perceptions:
Inactive companies
Reactive companies
Proactive companies

Identifying characteritics of these three groups are on page 20:

Difficulty in measuring/quantifying the costs and benefits of complying with the HSE Act

Ohbtaining specific and detailed information on 'cogts was extremdy difficult. This was because the
companies visited tended not to consgently quantify the costs of compliance. The magjority of
companies had not quantified the costs and benefits of complying with the HSE Act. Nor could the
majority of companies separate health and safety cogts out from the normal day-to-day operationa
cogts of running their businesses.

As the mgjority of companies had not quantified the costs of complying their perceptions became
extremdy important. Often whether a company perceived these costs as excessive or not depended
on whether or not they viewed expenditure on health and safety as beneficial.

Overall the costs of complying with the HSE Act were not perceived as excessive or
unreasonable

Generdly companies did not consder the costs of complying as excessve or unreasonable. Where
there was a perception that costs were excessve or unreasonable, these generdly arose from a
company’sinteraction with OSH. (see reactive group beow)

Therewas concer n by some participants over OSH’s administration of the HSE Act

Perceived excessve OSH requirements. Only reactive companies were highly critical of OSH.

OSH not targeting ‘snveatshops : Across al three Groups there was concern that OSH was not
targeting the worst employers. Companies fdt that non-complying employers did not incur costs
and this undermined the competitiveness of companies who were investing in health and safety.
Inconsigency of OSH's approach: Inconsstency of OSH's approach was a concern expressed
across al companies. There was a view that outcomes from an OSH visit appeared to be highly

dependent on the OSH ingpector invalved rather than the company's own hedth and safety
gtuation.

Lack of clarity over the role of OSH: We found differing views on OSH's dua education and
enforcement roles. Generally firms were supportive of OSH adopting a more consultative approach
and not being so enforcement oriented. However, there was support, epecially from employees and
some indugtry groups, for increasing OSH visits and enforcement.

Therewas general acceptance but limited under standing of the HSE Act
Almog al participants consdered that the HSE Act was necessary and that it provided a minimum
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gandard of health and safety. There was, however, limited understanding of the Act due to arange
of factors.

Low undergtanding of the intent of the HSE Act: We found that a high levd of awareness and
support of the HSE Act did not mean that companies had a good understanding of itsintent. Across
the 21 companies there was awide variation in both the levels of understanding of the HSE Act asa
performance-based piece of legidation and its requirements.

The non-prescriptive nature of the Act gave rise to uncertainty: All three Groups, together with the
industry groups interviewed, raised a number of specific issues where the non-prescriptive nature of
the Act gave rise to uncertainty.

Companies felt some improvement in information provison is required: While access to
information about the HSE Act was not identified as a major barrier or cogt factor by any of the
three Groups, both companies and industry groups criticised exigting information.

The HSE Act rated favourably compared to other legidation: In general across dl companies, the
HSE Act came out favourably in cost termswhen rated alongside other legidation.

Therewerefour main drivers behind companies per ceptions of costs and benefits

Perceptions of the costs and benefits of hedth and safety are shaped by complex interactions
between a wide range of factors. We identified four factors that stood out in the research.
Companies perceptions of the seriousness of the health and safety risk, and the size of the company
have aready been discussed at the beginning of this section. Two other factors were:

The culture of a workplace: A key component behind a company’'s perceptions of the costs and
benefits of complying was the level of commitment demonstrated by management and employee
participation.

External health and safety structure: For some companies externa hedlth and safety structures
influenced how a company perceived the costs and benefits of complying with the HSE Act
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Summary of the three groups

Inactive
companies

Genegally saw the costs of hedlth
and sffety as non-exigent or
minimal and the benefits difficult
to identify.

Indicated that the magjority of
their codts arose largdy from
their interaction with OSH.
Gengdly had a podtive
rdationship with OSH. The
perception was that these codts
were modest and reasonable if
ometimes unnecessary.
Inconsi stency of OSH
requirementswas raised.

Perceived ther workplace was
low risk and this drove ther
approach to health and sofety.

Generally assessed their risk as
low with a high rdiance on
employee common sense.

Gengdly had a short term, not
sydematic, approach to hedlth
and safety — and tended to focus
on obvious physical hazards.

Tended to have a low leve of
planning, leadership and
management  commitment  to
hedlth and sAfety.

Showed general support for the
intent of the HSE Act.

Tended to have a low
undergtanding of the intent of the
HSE Act.

Advised that complying with
HSE Act had not impacted on
their competitiveness or ahility to
innovate.

Had generaly low employee
awareness of hedth and safety
issues. Employee participation in
the company's hedlth and safety
approach was low and there was
little employee criticiam of the
company's hedth and sdfety
approach.

Reactive
companies

Saw the cogts of complying as
high in rdation to benfits
received.

Indicated that these high costs
were generdly related to ther
interaction with OSH. Generally
had negative rdationships with
OSH and felt OSH should work
more in  partnership  with
employers. The perception was
that OSH's actions were costly
and unnecessary. OSH was too
enforcement orientated and rigid.
There was concern over OSH's
targeting polices and a view that
OSH ‘unfairly’ picked on larger
companies.

Were largdy hedlth and sofety
compliance driven often with a
fear of prosecution.

Consdered complying with the
HSE Act had a negative impact
on their compstitiveness and
there was a perception that their
competitors were not complying.
Assessd their operations as high-
risk and were often concerned
over employees negligence.
Showed commitment by
management to health and sfety,
but with a tendency to focus on
physical safety issues not
occupational health aspects.
Demongrated generaly low
employee participation in ther
heslth and safety approach.
Showed a general support for the
intent of the HSE Act.

Gengally demongrated a low
undergtanding of the intent of the
HSE Act.

Had employees who were
generaly aware of hedth and
sofety issues A number of
employees perceived the HSE
Act as a safeguard againgt
employers poor health and safety
practices and supported OSH
increasing its enforcement role.

Proactive
companies

Generdly did not regard the costs
of compliance as excessve or
unnecessary.

Tended to have integrated hedth
and safety cogtsinto the operation
of the company and perceived
such codts as an invesment into
their company.

Generdly did not focus on the
cogts of interacting with OSH and
had moved beyond purey
focusing on compliance.
Gengdly had a podtive
rdationship with OSH —
although there was some concern
over OSH's inconsgency,
targeting polices and OSH's dua
education/enforcement role.

Had a health and safety approach
tha was largedy driven by
economic incentives and/or the
welfare of employees.

Had a proactive, comprehensive
and systematic approach to hedlth
and safety with many companies
focusng on both “physcd
safety” and“ hedth” agpects

Showed a high management
commitment to health and sefety.

Asxssed the risk of thar
operationsashigh.

Demondrated high employee
participation in the company's
heslth and safety approach.

Showed general support for intent
of the HSE Act.

Demondtrated a good
understanding of intent of the
HSE Act.

Had employees who generaly
had a high leve of awareness of
hedth and safety issues. Many
employees saw the HSE Act as a
fom of a sofe guard againgt
employers who have, or might
otherwise have poor hedth and
safety practices.
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6. WHAT DOES THE RESEARCH TELL US?

The research found that a company's perceptions about the costs and benefits to complying with the
HSE Act were closdly linked to their health and safety approach. Below is a smple continuum to
illugtrate the three groups developed in this research (see figure 1). The continuum does not fully
describe the complexities and over-laps that we found and not al business fitted nestly into the three —
hence the dotted lines separating the three descriptions.

Figure1l: Threetypesof companies— asimple continuum?®

Per ceived costs and Perceived costs as

Per ceived costs high in

benefits as low relation to benefits investment
Risk perceved as low Risk percaved as high Risk percaived as high.
reulting in a low but hedth and safety Economic  incentives

commitment to health
and safety.

Hedth and  safety
approach driven by their
perception ther
workplace was low risk.

Short-term focus  to
hedth and safety, with a

high rdiance on OSH to
tell them what to do.

Perception that hedth
and safety is not that
important  in  ther
workplace.

Minima understanding
of HSE Act by
employers and
empl oyees.

| nactive companies

approach sometimes
focused more on the fear
of  prosecution  or
negetive  interactions
with OH than
devdoping a dynamic
approach to hedlth and
safety  focused  on
improvements of actua
hedth and  sofety
conditions.

Concerned about being
hedd responsble for
employee negligence.

Limited undergtanding
of the HSE Act.

Reactive companies

and/or  concern  for
welfare of employees
drive health and safety

Proactive and
continuous improvement
approach, with  high
employee participation

Hedth and  sofety
integrated  into  the
running of the business

Good understanding of
HSE Act by employers
and employees

Reationship with OSH

dther not important or
good

Proactive companies

Another mgjor finding was that, overdl, companies did not perceive the costs of complying with the
HSE Act as excessive or unreasonable. Where there was a perception that costs were excessve or
unreasonable (reactive companies) these generadly arose from a company's negative interaction with
OSH, which will be explored further in this section.

This section explores differences and smilarities between the three groupsin the following areas.
Difficulty in measuring/quantifying the costs and benefits of complying with HSE Act
Drivers behind companies perceptions of costs and benefits
Companies HSE Act knowledge
Companies perceptions of how OSH isadminigtering the HSE Act.

% Thethreedustersidentified in the ACC case study were categorised as (a) the Laissez Faire companies (thasewho did not see hedlth and safety asa
significant management issue) (b) the Active companies (those who perceived health and safety as a significant issue but did not integrateit into other
workplace procedures) and (c) the Integrated duster ( those companieswho had the most devel oped health and safety management system, supported
by aworkplace culture that ensured high level of employee participation and commitment).
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Difficulty in quantifying costs and benefits

The purpose of this research was to identify the mgjor costs and benefits of complying with the HSE
Act and to determine, if appropriate, how such costs can be minimised. In particular, the research was
interested in looking at what extra activities the companies fdt they had to undertake which in ther
view they wouldn't generally carry out to achieve what they considered to be a hedlthy and safe work
place. The research team found that obtaining specific and detailed information on 'codts (that is
compliance cogts or dynamic costs) was extremdly difficult. This was because the companies visted
tended not to consgently quantify the cogts of compliance. Nor could the mgjority of companies
separate hedlth and safety cogts out from the normal day-to-day operational costs of running their
businesses (See Example 1). Reactive companies stood out as they represented the companies that
grongly perceived they had to undertake extra (and unnecessary) activities to achieve compliance (for
an illugration see example 8 on page 39).

Example 1: L arge clothing company — proactive group
Difficulty in quantifying time and money spent on health and safety

The operations manager of a company that was very proactive about hedlth and safety was
unsure how much time and money was actualy spent on hedlth and safety.  He thought the
greatest cost would have been time spent in mestings. While he saw time spent on hedlth and
safety as an investment, he noted that it doestake alot of time. He spent time every day on
health and safety issues, however had difficulty digtinguishing between production issues, and
heslth and safety issues. He didn't think this was a problem because if people get injured or
sck they have time off work and thisis also a cost to the company.

Importance of perceptions

As the mgority of companies had nat quantified the costs of complying, their perceptions became
extremdy important. Often whether a company perceived these codts as excessive or ot depended on
whether or nat they viewed expenditure on hedlth and safety as beneficial. For example the mgjority of
companies from the reactive group perceived health and safety to be cogtly, but they had nat actually
quantified these cogts, though they talked about them as being excessive and unnecessary.

These perceptions were not always based on monetary costs. For example at least one company talked
more about the 'psychological’ costs in terms of stress (for example stress associated with interactions
with OSH) than actual monetary costs (see page 36).

In contrast the mgjority of companies from the proactive group perceived money spent on hedth and
safety as an investment rather than a cost.  This was despite the fact some of these companies spent
large amounts of money on hedlth and safety (see example 12 on page 44).

Drivers behind companies’’perceptions of costs and benefits

Perceptions of the costs and benefits of health and safety are shaped by complex interactions between a
wide range of factors. The research is only going to briefly mention four factors that sood out in this
research:

risk perception

the culture of aworkplace
company size

external hedlth and safety Sructure

Risk perception as a key driver

The research found that a key driver behind companies cost perceptions was their perception of the
seriousness of the hedlth and safety risk.

24



Companies varied condderably in their perceptions of risksto health and safety and the extent to which
they bdieved those risks could be controlled. These perceptions resulted in different views on the cogts
and benefits of gpending money to reduce these risks. What was important was not whether these
perceptions of risk were accurate but that the companies believed them to bereal and accurate.

For example the extent to which companies bieved their employees were at risk of contracting OOS
varied greatly - even within the same industry. For one large dothing company in the inactive group
they did not think OOS was a dgnificant problem and thought in many cases employees could not be
trusted in this area (for example they would make up an OOS problem). On the other hand, two large
clothing companies from the proactive group believed the risk of employees devel oping OOS was very
high and had put in place extensve mesasures to reduce this risk (see example 10 on page 42 &
example 11 on page 43).

Overadl inactive companies perceived themsaves to be low risk and as aresult did not see the need to
gpend much on health and safety. These companies had a limited understanding of the intent of the
HSE Act and their hedlth and safety was driven by their perception that their workplace was low risk.

Proactive companies, with one exception, perceived themsdves to be high risk. These companies
understood that they were required to provide hedthy and safe workplaces and had taken some steps
towards doing so. However, they demonstrated a limited understanding of the performance-based
agpect of the HSE Act. The mgjority of these companies were driven by the need to comply with the
Act and were doing what they thought was required to comply. A number of companies had a strong
fear of prosecution.

Proactive companies perceived the risk of hedth and safety asrdatively high. Unlike the two previous
groups they were primarily more concerned about the economic risk (i.e. loss to productivity) and/or
the human risk (i.e. potentia injury to employees). These companies were not solely concerned about
therisk of non-compliance.

A literature review concluded that people condstently etimate risk inaccurately, or have ungtable risk
perceptions?  Personal experience and stories appeared to play a role in the development of each
company’s perception of risk, particularly for the inactive and reactive companies. For example one
large clothing company from the inactive group talked about a past incident where an employee
claimed ACC because of asore arm. The owner believed the employee just wanted to get ACC s0 she
could have a baby; as a result the employer was very wary of al daims regarding OOS. Companies
from the proactive group three were more likely to use a range of sources and these sources were more
rdiable and comprehensve. For example, a number of companies would undertake regular analyss of
past accidents.

The research found the actual indudtry risk was not always as influential as a company’s own
perception of the risk: i.e, a company’s assessment of the risk to health and safety was sometimes a
moreinfluentia driver of behaviour than the overall leve of risk attributed to the industry.

Although companies in the high-risk fabricated metal industry were more likely to perceive therisk as
high, there were a number of exceptions. A group of large dothing companies (medium risk)
percaived the risk as high (proactive group). A group of small to medium sized metal companies had
perceived therisk aslow (inactive group).

Culture of workplace

Workplace culture a so influenced how a company perceived the costs and benefits of complying with
HSE Act. Two key aspects to this were the commitment of management to, and employee
participation in, improving hedlth and safety.

%" HaleRand Glendon | (1987) Individual Behaviour in the Control of Danger, Elsavier, Amsterdam: Elsevier Science PublishersB.V.
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Commitment by management

A key component behind a business's perceptions of the costs and benefits of health and safety was the
level of commitment demongrated by management. In the proactive group management commitment
to hedlth and safety was high and money spent on health and safety was perceived as an invesment in
the effective running their businesses.

In the other two groups management commitment to hedlth and safety was more limited. Generally
these bus nesses perceived health and safety as something that was imposed on them. Expenditure on
health and safety was seen as an extra and few saw how it could improve their busness.

It isjust another Act that | have to tick off my to do ligt that is not directly related to what |
have to do here.
(Managing Director, large clothing company — inactive group)

Employee participation

High employee participation in health and safety was a key characterigtic of proactive companies. The
majority of these companies demongtrated good communication between employees and employers
and al had in place some form of employee participation for example hedlth and safety committees.
The magjority of these employers trusted and respected their employees, and this was reflected in their
willingnessto lisen to their views.

In the inactive and reactive groups employee participation was not as srong. In the inactive group
employee participation in health and safety initiatives was low and no company had a dedicated heelth
and safety representative or held regular health and safety meetings.  Reactive companies had systems
in place for employee participation but in some cases the systems were not consistently adhered to or
seen as a high priority. The mgjority of reactive employers did not trugt their employees and many
voiced concerned about employee negligence.

Company size

Size did play a role in how companies perceived the costs and benefits of complying. The larger
companies were more able to afford to have a dedicated person working on health and safety. As a
result these companies tended to fall into the proactive group and perceived money spent on health and
safety as an investment in their business. Previous research suggested that small to medium companies
gruggle to deal with compliance issues as they find it difficult to devote time and resources to ensure
their compliance® However the research also found that just because a company is large did not
necessarily mean that they devoted adequate time and resources to improving hedlth and safety. Size
also did not mean they understood what they were required to do. There were large companies in the
inactive group who devoted minimal resources to health and safety and perceived codsts and benefits as
low.

There was also a number of small to medium sized companies in the proactive group who devoted
substantial resources to hedlth and safety, as they perceived the risk as high.  An indusiry organisation
interviewed for this research beieved that a key driver of health and safety is the (perceived) size of
risk rather than dze of company. However, as an indirect factor Sze is important as a determinant of
resources.

External health and safety structure

For some companies externa health and safety structures influenced how a company perceived the
codts and benefits of complying with HSE Act. The occupationa and safety management firm
interviewed for this research beieved that New Zealand as a whole was ten years behind more
advantaged countries, and companies with interests or influences off-shore were more likely to have a

% gmall Business Strategy Project Team Small Business Strategy. A Review of the Literature, Occupational Safety and Health Service, December 1997
Lamm F (1999) OHSin Small Businesses: Audiralian and New Zedland Comparison. Paper presented to the 6th Annual Conference of ANZOHSE,
Auckland

26



greater awareness of health and safety. A number of companies made comments that reinforced this
view.

A smdl number of companies followed an offshore parent company for their hedth and safety
gructure. One found the parent company’s requirements were far greater than reguirements of New
Zedand legidation. They found HSE Act reguirements were not as advanced and OSH was hard to
deal with (see Example 8 page 39).

ACC and private providers were other examples of external forces that influence how a company
perceived the costs and benefits of complying with HSE Act. The financial incentives provided by
ACC were an influentia driver for many companies. Companies could achieve reductions of 10 to 20
percent if they undertook certain procedures that reduced the incidence and severity of accidents. For a
number of companies the ACC financia incentives, particularly the move to privatisation, prompted
them to review their health and safety systems.

General acceptance but limited understanding of the HSE Act

Among the 21 companies interviewed there was a high leved of awareness of the existence of the HSE
Act and all companies said they supported the intent of the Act. A number of industry groups and
companies interviewed thought that snce the Act’s introduction in 1992, awareness of the Act and its
requirements has been increasing. However, as dated earlier, al the companies in this research had
some contact with OSH.  Awareness of the HSE Act may be lower amongst companies not visited by
OSH.

The research team found however, that this general support for and increasing awareness of the Act did
not, in fact, meant that the companies had a good undergtanding of itsintent. Acrossthe 21 companies
there was awide variation in bath the levels of understanding of HSE Act as a performance-based Act
and knowledge about its requirements.

As a genera rule proactive companies demongrated a good understanding of what compliance means
under performance-based legidation. These companies identified the benefits of working with this
flexible type of legidation and tended to have a comprehensive approach to hedth and safety.

In contrag, inactive and reactive companies did not have a good understanding of the legidation.
Many were operating under the old prescriptive approach to health and safety and were highly reiant
on OSH to tdl them what to doto. Companiesin this category tended to make comments to the effect,
‘I just want OH to tell me what to do’ or ‘why can't OSH give me definite rulings as to whether this
machine is safe?’

The occupationa hedlth and safety management firm interviewed for the research agreed that while
thereis general awareness of the HSE Act, only a very small percentage of businesses fully understand
the intent of the Act. They believe that health and safety is Sill perceived as something good to have
but not something that isan integral part of being in business.

The difficulties of working under a performance-based act

It was dear that some companies in the inactive and reactive groups struggled to work with the non-
prescriptive nature of the Act.

Our research showed that proactive companies were able to work more effectively with the
performance-based legidation. Many of the employers demongrated a good knowledge and
understanding of the legidation and all had someone working on hedlth and safety within the company,
or relied on an externd source (for example an overseas parent company or a private health and safety
consultant) to provide this guidance. Many of the companiesin this category werelarge. A number of
larger companies thought that the legidation was more suited to large companies and that smaller
companies do not have the same resources or economies of scale to enable them to manage hedlth and
safety effectively.

Big companies can afford people like me; small companies need to muddle through.
(Hedlth and Safety Manager, large fabricated metal company — proactive group)
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Industry groups interviewed for this research aso thought that smaller companies struggle with the
performance-based aspect of the Act and it was best suited to larger companies®. Nevertheless they
agreed with the non-prescriptive style of the Act, gating that it gives companies greater flexibility to
deveop their own approachesto hedlth and safety.

There were a number of exceptions in the research where smaller companies from the proactive group
were effectivdy working with the legidation.

Companies from the inactive and reactive group appeared not to undersand the nature of the HSE Act.
While only a small number of companies talked directly about the difficulties of working with the
flexibility of the HSE Act, the comments made by a number of companiesin these groups reflected an
inherent misundergtanding of the Act. Companies in these categories made comments about just
wanting to get a compliance ‘tick’ from OSH o0 they could get on with the job. One large fabricated
metal business, from the reactive group, was particularly frugtrated that OSH could not give definite
answers.

Specific areas of uncertainty

A number of specific issues rdating to the uncertainty of the non-prescriptive nature of the Act was
raised across dl the three groups and industry groupsinterviewed. A number related to key definitions
within the Act, induding what congtitutes ‘al practicable seps, and ‘serious harm’.  One company
expresd the view that the definition of ‘all practicable seps could lead to companies doing more
than was necessary and therefore incurring unnecessary codts. Therewas a call for these definitions to
be revisted.

Another concern related to the contractor-principa reationship. Some companies said there was
uncertainty about where their responghilities and those of outside contractors began and ended. One
company gave an example where outside companies making ddiveries to its factory used the company
forklift to unload goods, whereas the rule in the company was that only those who had been trained in
its use were dllowed to driveit. They were concerned that it would be the company’s responsibility if
there were an accident.

Industry groups aso confirmed that the contractor-principal rdationship was an area of increasing
concern.  There is now a trend among businesses for contractua arrangements to be more complex,
with out-sourcing and multiple-sourcing more common. While case law is building, this appearsto be
an areawhere OSH could give more guidance to companies.

In some cases where companies had been prosecuted, they bdieved it was unfair. The two types of
incidents employers identified on the subject of unfair prasecutions were accidents where employees
did slly or impulsve things and were injured, and ‘freak accidents that the company had done
everything in its power to prevent. One industry group interviewed thought that in most cases
accidents result from a breakdown in production rather than the actions of the person injured. The
issue of ‘macho’ culture was aso raised by the occupational health and safety management firm
interviewed. They believeit isbeing used as an excuse to blame employees. They thought it isnot so
much the ‘macho’ culture as a culture of pressure on employees to work in al conditions, and to cut
cornersin terms of hedth and safety.

Access to and quality of information on HSE Act

Access to information about the HSE Act was not identified as a major cost factor or barrier by any of
the three groups. Generally none of the companies who had tried to obtain information appearsto have
had problems and some are drawing on multiple information sources, incuding OSH, ACC, and
private providers.

Companies (particularly from the proactive group) and industry groups, however, raised a wide range
of criticisms about the existing information and many made suggestions for improvement:

A smplified form of the Act should be deve oped for both employers and empl oyees.

% Manufacturers Federation, Canterbury Employers and Chamber of Commerce
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Information being rleased by OSH is congtantly changing and coming out in ‘dribs and drabs,
which is confusng and difficult for companiesto keep up with.

Good information published by OSH in the past is now out of print.

The three-step basic guide put out by OSH was good initial advice but a more detailed guidance is
needed.

More industry-specific information is needed. Industry and OSH should work together to develop
codes of compliance for specific industries.

More information on ‘benchmarking’ providing a standard of compliance that companies need to
reach.

The OSH ‘WorkSafe Week’ is not effective. More focus is required on day-to-day solutions and
more emphasis on the roles and respongbilities of employees, which might help to overcome the
“macho’ type behaviour in some companies.

More training on health and safety issues for employees before they commence employment. For
example health and safety units built into the curricula of schools and polytechnics and as modules
as part of the apprenticeship training programmes.

Better training for OSH staff with more industry specific and technicdl training.

The OSH website was regarded as an excdlent source of information but was not widely enough
publicised.

Theintroduction of a one-stop shop for businesses on al regulation including the HSE Act and that
thisis done through the Bizinfo network.

Increasesin OSH vidits and more support for small to medium sized companies.

Across al the groups there was a range of views expressed was about the services provided by private
providers. Some companies were pleased with the service they received, but the dominant view was
critical of the role and the costs of the services provided by this group. A number fet the private
providers used scare tactics to sdll their products, and also that they sold generic manuals daiming that
amanual isal that is required of companiesto comply with the HSE Act. One employer thought that
‘conaultants lead small companies down the garden path.” Companies fdt that thiswas an area that the
Government should look at closdly.

When OH got restructured, the ex OSH enmployees became health and safety consultants
with large price tags. This got indugtries back up againg them. Our company took the
respongbility to look after its own health and safety.

(General Manager, large fabricated metal company — reactive group)

HSE Act favourable compared to other acts

Companies were asked to rate, in terms of compliance cogts, the HSE Act dong side other pieces of
legidation. In genera across dl companies the HSE Act came out favourably. The majority of
companies could see benefits in having a hedthy and safe work place. It was also dear that the HSE
Act was viewed by a number of companies as one of the key requirements that they had to deal with on
aday today bass.

The legidation consdered to impose the most sgnificant compliance cogts indluded those of The
Satigtics Act, the Resource Management Act, the tax payment system, changes to ACC and the (then)

proposed Employment Relations Bill.

Satigtics drive me slly. | get them every three months. It would probably be all right if |
had a computer. [t takes me half a Saturday and Sunday. They are my worgt nightmare. It
islike doing a stocktake every three months, just as our accountant hasto do every year. \We
don’t see the end result, where doesit all go to? If you don't get the overall picture, it doesn't
help you much.

(Owner, samall to medium sized dothing company — inactive group)
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A high number of companies supported the privatisation of ACC because of the lowered premiums.
All talked of the cost savings they had made and were concerned about ACC returning to a date
monopoaly.

Why does the government need to be involved in insurance? What is the government doing
to create behavioural changein ACC? Don't fix what isn’t broken.
(Owner, large dathing company — inactive group)

Some employers bdieved that the privatisation of ACC had resulted in employers reviewing hedlth and
safety systems, as they had financia incentives to be informed and to reduce accidents. There was
concern that changing ACC back to a sate monopoly may be a disincentive and some companies may
‘drop off’ some of their health and safety efforts™

Duplication between the HSE Act and other legislation

Duplication between the HSE Act and other legidation did not appear to be a mgjor problem but there
were a few ingances. In the case of an dectrical fire, for example, a company may have to report to a
number of agencies i.e. OSH, Minigry of Economic Devdopment (which has responshility the
Electricity and Gas Acts), the Fire Service and ACC. Although one company thought that it was better
to have duplication than to have gaps, this may be an areafor officialsto address.

Conflict with other legislation

Ovedl the HSE Act did not appear to sgnificantly conflict with other legidation. One employer
mentioned that the Privacy and Human Rights Acts prevent them from obtaining a person’s medical
background for employment purposes. One company claimed the Privacy Act affected its ability to
test employees for drugs and alcohal a work, which, in turn, impacted on its ability to provide a safe
work place. The only other area identified was where there was potential conflict wasin reation to the
storage of hazardous wastes.

The HSE Act as a safeguard for employees

Where there was high employee awareness of health and safety there was adso a perception that the
HSE Act was a form of protection. Many employees from reactive and proactive companies, who
were aware of hedlth and safety issues, did have did not think companies would do much without the
Act (seetop of page 38 and bottom of page 42).

No unions anymore, a person has got to look after themselves. With cost cutting, health and
safety isthe firg thing to go. Without [the Act] | don't think companies would do anything,
well none | have worked for anyway.

(Employee, small to medium sized fabricated metal company —reactive group)

Employees that were less aware of hedth and safety generally came from inactive companies.
Employees from these companies did not say they thought the HSE Act was a form of protection for
them. In many cases they were unaware there even was such an Act. Generally employees from the
inactive group thought their company was 'pretty good' and that their company's health and safety
practiceswould not ater if the HSE Act did not exist (see page 34).

Concern over OSH3% administration of HSE Act

The purpose of this research was not an evaluation of the role of OSH. However, when companies
were asked about the costs of complying, OSH was often mentioned.® As noted in section three,
response from OSH was hot sought regarding comments made by companies about OSH. What we
are presenting is purely companies perceptions.

Only reactive companies were highly critical of OSH. The majority of these companies perceived
rulings made by OSH during an ingpection to be unreasonable and unnecessary. In many cases the

%0 Manufacturers Federation, Canterbury Employers and Chamber of Commerce, Employers Federation
81 Asnoted in section three al the companies were chosen because they had been previoudly visited by OSH
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employer perceived OSH as too enforcement-orientated. However, the majority of companiesin this
group aso demongrated a limited understanding of the performance-based aspects of the HSE Act.
They were largdy health and safety compliance driven, often with afear of prasecution, rather than the
need to continuoudy improve hedlth and safety for its own sake.

There were a'so a number of concerns about OSH raised by al the three groups. This section looks at
why reactive companies were highly critical of OSH, and highlights three concerns about OSH that
wereidentified by all companies:

OSH'’snat targeting ‘ sweatshops
Inconsistency of OSH’ s approach
Lack of darity over therole of OSH.

Perceptions of OSH % excessive requirements

Reactive companies thought compliance costs were high and most of these costs were as a result of the
interaction between OSH. Those companies that approached hedth and safety as a requirement
imposad on them, viewed costs as more excessve than those companies that redied less on OSH.
Because these companies relied more heavily on OSH to tel them what to do they were more affected
by OSH rulings and conflict was morelikely. Any ruling that was consdered excessive or unnecessary
tended to have a negative impact on the company’s relationship with OSH.

Proactive companies did not approach hedlth and safety as an imposed requirement, were less reliant
on OSH and therefore tended to view rulings more objectivity.

Often employers from reactive companies had a negative perception of OSH because in some cases
they had addressed a hedlth and safety issue only to find that the OSH ingpector disagreed with the
gpproach chosen.  In many cases, rulings made by OSH during an ingpection were seen as
unreasonable and unnecessary. Codts resulting from these rulings were seen as high in relation to the
benefits. Many of these employers perceived OSH as too enforcement-orientated. The research found
that sometimes OSH's interaction with a company led to an outcome that was codly in time and
resources (see Example 2).

Example 2: Small to medium sized clothing company — reactive group
Example of costs of compliance from interaction with OSH

This samall to medium sized clothing company saw the compliance side of the Act as a cod.
Some things required by OSH were ‘over the top’. They gave the fallowing example: OSH
vidted the factory and recommended that they employer put a chain acrass a doorway on the
second floor of the building. So the company did this. Then OSH came back the following
year and said they needed to put a olid timber barrier up — which they did. The fallowing
year OSH told them to go back to having achain. In the end they put up doors.

The company thought the intent of the Act was fine but what OSH required them to do to
comply was at times unreasonable. This company fet a lat of time is wasted over ‘niggly
things that do not contribute to the broad bendfits of the Act. Prior to the Act they used
‘common sense, now they fed that OSH are'nagging' them.

The occupational health and safety management firm interviewed for this research believes that many
OSH ingpectors are continuing to work using the old prescriptive approach and identifying specific
hazards rather than looking at overal hazard management sysems. They beieve OSH is sending the
wrong message.  Companies often express an intention to comply but do not necessarily understand
what compliance means. They often beieve that if they have bought a manua and put up a few Sgns
then that is sufficient. The management firm believes that companies are ill looking for prescriptive
answers and that, in order to move companies from a prescriptive to a performance based approach, the
moativator should beimproved hedlth and safety outcomes rather than compliance with the Act.
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OSH % not targeting sweatshops”

Across dl three groups there was an overal concern was that OSH was not targeting the really ‘bad’
employers. A group of large companies perceved that smaler non-complying ‘bad saveatshops were
getting away with poor hedlth and safety practices, as OSH does not target them. Some large
companiesfdt that OSH was targeting them unfairly because of their size,

We spend a lot of money on health and safety but our competitors do not. Smaller
companies do absolutely nothing. Some of them are disgusting. Large companies like us
have to bear alot of costswhen it comesto health and safety.

(Division manager, large fabricated metal company —jproactive company)

A smdl number of employees, mainly from reactive companies, supported OSH increasing its
enforcement role,

Hedlth and safety organisations were also concerned about the lack of focus on small, non-complying
companies. The Small Business Enterprise Centre consdered that there was alow leve of awareness
of health and safety requirements amongst small businesses.

Inconsistency of OSH% approach

Inconsgistency of OSH's approach was a concern expressed across all companies. There was a view
that outcomes appeared to be highly dependent on the individual OSH inspector. For example, one
company that rang OSH regarding arequired barrier wastold over the phonethat they were going to be
shut down. A different ingpector visited the company and provided advice that enabled the company to
address the problem in aweekend, avoid excessve costs and maintain productivity.

Companies and industry groups aso raised the incondgstency of OSH advice nationally. One hedlth
and safety officer in alarge fabricated metal company with a branch in ancther part of the country had
found significant inconsstency between information given by different OSH branches. He cited the
example of codes of practice and how one OSH branch said a particular code was legally binding while
ancther branch had said it wasn’t. Many industry groups felt that with 18 branches doing different
things the resulting inconsistency amongst OSH ingpectors means the ‘impact [ of OSH] on the ground
isminimal’.

Oneindugtry group interviewed was not sureif inconsstency wasred or merely a perception. Another
fdt that incond stency of implementation of the HSE Act contributed to compliance codts.

Lack of clarity over the role of OSH

There were differing levels of support over what the role of OSH should be across al companies.
Some companies wanted OSH to be more enforcement-orientated, where others wanted OSH to be
more education-focused.

More enforcement less education

There was support for increasing OSH vidts and enforcement, especially from employess. Some
industry groups also thought OSH should increase its enforcement role and finelevels. The suggestion
was for indusgtry to lead information ddivery with ACC taking on a more preventive role. This group
fdt that OSH's role would be dearer and would be viewed more postively if the education and
enforcement roles were separated. OSH and ACC should provide a more complementary service.

More education less enforcement

In general however, companies were supportive of OSH adopting a more consultative approach and
not being so enforcement oriented. OSH should be spending more time in the workplace establishing a
working rapport rather than enforcing compliance. Despite this, a number of companiesindicated that
increased enforcement was required in relation to ‘sweatshops (back yard, smal non-complying
operators). These companies were not advocating an overal increase in OSH enforcement— only for
the ‘ naughty boys (see Example 3).
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Example 3: large fabricated metal company — reactive group
Support for less OSH enforcement and more relationship building

OH is threatened by the indudtries becoming responghble for their own health and
safety. They are worried that they would lose their jobs if they don't enforce and
prosecute for minor issues. They takeit alittle too far. OSH should facilitate safety.

One company thought OSH had too much of a prosecution role and should be more focused
on relationship building. Prosecution isfar easer than actualy asking why and trying to fix it.
They did nat think the OSH proposal for spot fines would lead to a culture change and if OSH
increasesits prasecution role, they will be more at arm’ slength than at present.

A number of companies criticised OSH's information role. Information from OSH was described as
being quite digointed, not specific enough, sometimes out of date and difficult to access. A general
comment made was that WorkSafe Week is not effective, and provides a ‘flash in the pan’ approach
rather than day-to-day solutions. To be influential, OSH needs to focus on general managers who can
then emphad se the need for better health and safety practices from within the company.
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7. THE 21 CASE STUDIES

Companies’cost and benefit perceptions
The 21 companies dugtered into three groups according to their perceptions of the costs and benefits of
complying with HSE Act:
Inactive companies. companies that perceive the cogts and benefits of complying with HSE Act as
low

Reactive companies. companies that perceive the costs of complying with the HSE Act as high in
relation to the benefits

Proactive companies. companiesthat perceive health and safety cogts as an investment — not a codt.
This chapter describesin detail these perceptions by examining each group by the following categories:

the nature of cost/benefit perceptions

the company’ s hedlth and safety approach

the company’ s understanding of the HSE Act

the company’ s re ationship with OSH

Inactive Companies

There were seven companiesin this group:

three small to medium sized companies from the clothing industry

two small to medium sized companies from the fabricated metal industry
two large companies from the clothing industry

no large companies from the fabricated meta industry.

Nature of cost/benefit perception

The inactive group saw the costs and benefits of compliance as either non-existent or minimal. Where
employers did identify cogts, they generdly thought of them as reasonable. Benefits, beyond smple
compliance with the HSE Act, were not readily identified. The only exceptions were two small to
medium szed dothing companies. one acknowledged that there are returns for the company if
employees are at work and not off injured; the other mentioned reduced ACC premiums, but was not
sure about any other benefits.

It might have stopped a few accidentsbut | don’t really know.
(Owner, small to medium sized dothing company — inactive group)

The majority of cogts that were identified tended to be as aresult of their interactionswith OSH. These
companies did not aways agree with OSH requedts, but as costs were minimal they were not overly
concerned.

They made us put a sign on the geps, make sure gloves and goggles were used while

washing screens, and requested that we tided up electrical cords. It was quite reasonable

and we were not too worried. | spent four hours on a Saturday fixing it up. It was not very
expengve.

(Owner, small to medium dothing company — inactive group)

The owner thought it was obvious that the stairs were steep and did not see the need for a Sign stating

this. Nor could the owner see the point of the gloves and goggles as there was no real harm in the

procedure. OSH aso supplied an accident register for recording dl accidents. The owner thought this
was unnecessary as they had only had one accident, which was 13 years previoudy (see Example 4).
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The cods reflected the fact that companies were largdy compliance driven and did not do much
beyond meeting OSH requirements.

None of the companies in this group thought complying with HSE Act had impacted on their
competitiveness or ability to innovate.

Example 4: lar ge clothing company — inactive group
One employer’s view of Government and OSH

This owner of a large clothing company had a very sceptical view towards al government
regulation and did not think ‘they’ livein the accountable world.

They (OSH) have a bottomless pit for money, we don't. They have to come down to
company level and what isviable.

The owner did not think the costs impased on them by OSH were unnecessary, but qualified
this by saying if the Stuation over ‘the chairs had turned out differently, and they were not
able to work it through with OSH, he would find it difficult to say there were no unnecessary
costs.

OSH thought the chairs that the machinists sat on could be updated. It would have cost
around $10,000. The owner thought that the OSH ingpector had not redlly worked through
the costs versus the benefits of the chairs. He asked the OSH person to bring in a chair and
demondirate what advantages would be. Bascally there were not any real heslth and safety
advantages, only that ‘it would be nicer’. They did not have to buy the chairs.

Two dothing companies talked of the cogts of headlth and safety consultants. ACC changes motivated
one company to hire a private consultant to undertake an audit. This cost the company $700 which
they considered reasonable, because as a result of the audit the company received lower ACC
premiums. The consultant also introduced a requirement for new employees to identify any pre-
exiging medical conditions. The owner beieved this had potential cost savings and every company
should know about the need to do this.

These things could be hidden and could fall back on you.
(Owner, samall to medium sized dothing company — inactive group)

The other dothing company perceived the hedlth and safety consultant as more of a nuisance than of
being a benefit (see Example 5).

Example 5: large clothing company — inactive group
A manager’ s perspective of the head office health and safety consultant

A large cothing company was required by their head office to work with its health and
safety consultant. Their parent company was very concerned about heglth and sefety, asthe
hedlth and safety consultant said they owned a number of dangerous companies. The
managing director of the clothing company said they hire expensve conaultants to adviseits
subsidiaries about health and safety practices.

We are required to have a consultant hired by (company’s head office). He goes
through a pedantic chat about health and safety. He is an expert. He photographs
things around the place (such as something covering a fire extinguisher), writes a
report and we are required to fix things.

The managing director thought this was dl a bit over the top and more a nuisance than of
real benfit.

Dangersare really identified to the point that it could be a bit childish. For example,
we' ve identified that the zip has very hot water in it and that people should be careful.
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Health and safety approach

The companies in this inactive group largely perceived their workplaces as low risk. They tended to
as=ss risks to health and safety as low and to consider that they worked in a low risk environment.
Management tended not to be proactive on health and safety issues and they placed a high rdiance on
employees common sense. The perception was that risk is minimised by hiring experienced aff and
trades people. They were prepared to implement what OSH told them to do after avisit. However, it
is unlikely they would have taken actions prior to the OSH vist or that they would look to further
improve health and safety in their workplaces.

The magjority had a short-term agpproach to hedlth and safety management. Hedlth and safety was an
add-on, not part of the way they did business. There was very little atention given to examining health
and safety in a sysematic way. Standard practices mentioned included fire drills, training for new gtaff
and on new machines, and hedlth and safety manuals. Mogt said they had an accident register but did
not think it necessary as there were few accidents.

These companies generaly focused on the obvious physical hazards (eg. wearing a hard hat). There
was little reference to how occupational health issues were dedlt with. There was a perception that
occupationa health problems were not real and that employees were not to be trusted in this area (e.g.
00S). Two large clothing companies were concerned that employees were abusing the ACC system
and daiming for hedlth problemsthat were not work-related.

Employee participation in hedlth and safety initiatives was low and none of the companies had a
dedicated health and safety representative nor held regular health and safety medtings. A director from
a small to medium sized fabricated metal company expressed concern about stopping production for
health and safety meetings:

What? Sop the plant and have a meeting? If | need to say something | just go and
tell them

(Owner, large dathing company — inactive group)

One owner thought that employees need to take more responsghility and did not think that employees
should rdly on management to introduce more sophigticated hedlth and safety systems.

Employee awareness of hedlth and safety was low and overall there was little employee criticiam of
management’s approach to hedlth and safety. The generd feding was that management were *pretty
good' if you asked them to do anything regarding health and safety.

Understanding of HSE Act

All of the companiesin this group said they supported the intent of the Act and said it was reasonable
and based on common sense. One large clothing company owner thought the HSE Act had dleaned up
al the ‘naughty boys. Ancther owner from a small to medium sized clothing company said they did
not know alot about the HSE Act but said:

The Act is there to ensure the health and safety of staff and OSH isthere to ensure that it is
done.
(Owner, amall to medium sized company — inactive group)

None of the companies in this group demondrated an in-depth underganding of the Act. Most
appeared to be operating as if under the previous prescriptive legidation with a high reliance on OSH
to ‘tell themwhat to do’ or were only undertaking their own smple safety procedures. There was also
agenera perception from a number of these companies that the HSE Act was not particularly relevant
to their work.

It isjust another Act that | have to tick off my to do ligt that is not directly related to what |
have to do here.
(Managing director, large dothing company — inactive group)
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When asked if would they do anything differently if there were no Act, most of the companies said
they would take the same approach. Two exceptions were companies who said they would probably
not have done the things that OSH wanted them to. For example, one director said this was because
they saw no point to some of OSH 's requests.

If there was no Act, we would have taken short cuts and missed out a few things and saved
money.
(Director, small to medium sized fabricated metal company — inactive group)

The mgority of companies did not mention any mgjor problems with obtaining health and safety
information. OSH was seen as a good source of information by three small to medium szed
companies.

An exception was an owner who thought information from OSH was not very ussful and needed to be
more busness-oriented. The owner also thought health and safety consultants were too expensive for
the service they provide.

One large dothing company obtained hedth and safety information from a range of sources: the
company’s hedth and safety consultant, its insurance company and Occupational Health nurses in
OSH. One gmal to medium szed fabricated metal company said that it did not need any information
and had no involvement with OSH, as most of its saff were experienced in safety practices.

Relationship with OSH

Companiesin this group generaly described their rdationship with OSH as poditive. Most companies
in this group thought that some of OSH's requests were unnecessary or impractical but they were not
particularly concerned as the costs associated with these requests were seen asrdativey minor. There
was one exception to this (see Example 6).

Example 6: small to medium sized fabricated metal company — inactive
group
I mpracticality of OSH’ srequests

A director of a gnal to medium metal company perceived recent requests by OSH as
unreasonable and impractical. The OSH ingpector had asked the employer to put aguard on a
machine that they had operated for 50 years. The employer thought this was impractical and
unnecessary but the inspector said there were rules and regulations that needed to be followed.
The company thought its previous OSH inspector was better because he had given
educationa and practical advice. The new OSH ingpector was seen as 'stupid’, was not an
engineer and did not know anything about their operation. The company had written a few
letters to OSH about the impracticality of its requests. OSH replied saying if anything goes
wrong it was the company's fault. The company decided to take full responghility if there
was an accident, asit was not going to do anything it thought was impractical.

A smal number of companies thought the outcome of an OSH vist was highly dependent on the
individual OSH inspector.

The lady who came here was really good. If you drike the right person, it makes a
difference. Shewasreally good, she didn’t hit you with a hammer.
(Manager, small to medium sized dothing company — inactive group)

One company owner thought its podtive attitude towards the OSH ingpector had helped the outcome.
When OSH vidted the owner just let the ingpector look around and made recommendations.
According to the owner the company up theroad ‘got a bit smart and OSH came down on themhard'.
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Reactive Companies

There were five companiesin this group:
one small to medium sized company from the clothing industry
one smdl to medium sized company from the fabricated metal industry
three large companies from the fabricated metal indudtry.

Nature of cost/benefit perceptions

Companies in this group perceived the cogts of complying with the HSE Act as rdatively high in
relation to the benefits they received. These companies identified a number of benefits associated with
complying with the HSE Act, induding:

Quality assurance
Lower levels of occurrence of accidents
Lower ACC premiums.
However, the employers believed that the cogts il outweighed any benefits.

The perception that health and safety costs were high appeared to be amost entirdy the product of a
firm's interactions with OSH. The consensus was that OSH's actions and rulings were codtly,
unnecessary and, in some casss, ridiculous.  OSH inspectors were said to be too enforcement-
orientated, rigid, and pedantic. In some casesit wasa sngleinteraction with OSH that had resulted in a
company’s perception of a high-cost hedth and safety regime. For a amal to medium clothing
company, the cost of demongtrating compliance was very stressful.

Thereisthe sress. You are always worried that you are not complying with the whole raft
of legidation, not just the HSE Act. Maybe it would have been better to have remained
ignorant.

(Owner, small to medium sized dothing company — reactive group)

Two large fabricated meta companies talked of the potential cost of employee negligence — what one
called employees ‘sudden impulses. They expressed concern about employees lack of responsbility
for their behaviour and thought it unfair that employers were hed responsible for this behaviour. One
manager thought that employees do not see hedlth and safety as their responghility, asthereis a strong
‘macho’ atitude eg., itisnot ‘cool’ to wear masks or ear muffs. Some employers saw making staff
aware of hedth and safety responshilities as a cost.  One director had insured against employee
negligencein case of being sued following awork-rel ated accident.

A number of companies thought spending money on health and safety had impacted negatively on
their competitiveness. One owner explained how there are extra cods in ensuring a new process is
safe. The owner saw this as a hecessary cogt even though competitors did not have safe processes and
as a result were able to offer a cheaper product. Another small to medium dothing company owner
percaived that they had to compete againg companies that do not comply. ‘It cods less to run a
sneatshop’.  The owner commented margins are very tight and suspected that companies who are
doing wdl are nat complying with the HSE Act.

Creating a better environment has impacted negatively on our competitiveness but we prefer
towork in a nicer environment.’
(Owner, small to medium sized dothing company — reactive group)

Another director worked on atender basis and had to be very competitive to win contracts. Hedlth and
safety cogts are built into hourly rates, which impact, on competitiveness. The director qualified thisby
saying they consdered it asocia responghility.

Though a number of companies identified some benefits from improving health and safety (for
example creating a nicer environment) these did not appear to outweigh the perceived high codts.
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Health and safety approach

The majority of companies in this group were concerned about reducing their liability under the Adt,
and many were concerned about employee negligence.  The maority in this group were heavily
focused on compliance with HSE Act and a number appeared to be highly motivated by a fear of OSH
prosecution. Most companies had had an employee who had been injured in the past and/or had a
negative perception of OSH. A number believed that past accidents were due to employee negligence.
Two had been previoudy prosecuted, they believed unfairly, by OSH (see Example 7).

Fear of prosecution did not necessarily mean that companies were negligent of their legidated
reponshilities. With one exception, all had assessed risk as high and had some form of health and
safety system in place and a commitment to health and safety.  All had some form of health and safety
meetings. two of the larger companies held regular meetings with representation from each work ste.
Another had also hdd meetings but these had ‘tapered off’, as the company became busier. However,
the focus appeared to be more on avoiding prosecution rather than continuous hedlth and safety
improvements.

Example 7: small to medium sized fabricated metal company — reactive
group
A company driven by the fear of prosecution

This company was a smal to medium szed fabricated metal company. The company’s
approach to health and safety was strongly compliance orientated. Fear of prosecution was a
major driver for spending money on health and safety so the company could ‘prove’ that they
were doing something. The owner felt they needed to ‘protect’ themsdves againgt employees
who were not taking responghility.
You don’'t bring gaff to work every morning to mutilate them; you want them to go
back home in one piece. It isimportant to have healthy and happy saff, but you can
almogt guarantee that an employee would touch a machine that they should not. You
cannot stop human error, even if you spend thousands of dollars on health and safety,
and our company has spent thousands. We believe that we have gone as far as we
could to take practicable steps, but if any accidents happen, we know that the families
of the victimswill say [the company] did not do enough.

The company employed a private hedth and safety consultant that cost around $12,000 per
year. The owner saw the money spent on hedlth and safety as a cost without any tangible
return. The owner did not view it asan investment:

Only would if | went to court and | could defend myself. [Thereig] no other way to get
it back.

The mgjority of these companies paid particular attention to the physica safety aspects such as guards
on machinery. However, one company recognised and sought to address some occupational hedlth
isues (eg. gaveregular hearing and lung tests).

Understanding of the HSE Act

All companiesin this category said they supported the genera intent of the HSE Act and thought the
Act had merit. The mgority qualified this by saying enforcement of the Act by OSH was a problem.

Despite this support, very few demondrated any in-depth undergtanding of the HSE Act as a
performance-based piece of legidation promoting a flexible, sdf-managing approach. For example,
the managing director of a large fabricated metal company thought that not only was OSH too rigid,
but so were parts of the Act. The Act needed to be more flexible and Sraightforward, letting a
workplace operate its own comprehensive health and safety regime.

There was a mixed response from companies when asked whether they would do anything differently
if there were no Act. An owner of a large fabricated metal company, that had previoudy been
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prosecuted by OSH, said they would not have embarked on OSH’ s unnecessary measures and made a
comment about employee negligence: ‘if you have clowns who are not responsible they would fool
around with or without Acts. An employee from this company thought the HSE Act had made the
environment safer and without OSH's intervention more acci dents would have happened.

An employee from a small to medium sSzed fabricated metal company aso thought management
would do nothing if there were no Act.

‘It isthe big gtick theory. Asking someone nicely to do something, while holding a big stick.’
(Employee, small to medium s zed fabricated metal company — reactive group)

Two companies, however, said they would not have done anything differently if there were no Act.
One general manager of alarge fabricated metal company said this was because they were too much of
a ‘scaredy cat’. A director of a smilar company said the standard a which they were required to
operate by their parent company, based oversess, exceeds HSE Act requirements and therefore they
would have not done anything differently.

The mgjority had no complaint about access to health and safety information. For most, OSH was just
one of arange of sources of health and safety information. All had received information from OSH,
with a number believing that it was sufficient and specific enough for their work operations and easily
available. In contragt to this, the general manager of a large fabricated metal company fet that the
information OSH provided, even on specific procedures, was not detailed enough to be of much use.
The information also seemed to change frequently and was sent out in ‘dribs and drabs, adding to the
employers confusion.

Other information sources mentioned were insurance companies, the Employers Federation, the New
Zedland Engineering, Printing and Manufacturing Union, Canterbury Employers and Chambers of
Commerce. A number of companies said they received hedth and safety information from their
suppliers.  The director of a large fabricated metal company thought provison through ther
equipment/machinery suppliers was a cod-effective way of gathering health and safety information.
The purchasng officer said they read the Safeguard magazine to check on court cases and thereby
anticipate problem aress.

Relationship with OSH

Employersin this group described their rdationship with OSH as negative. The majority thought OSH
was inflexible, unreasonable and too enforcement-orientated. Two companies believed they had been
prosecuted unfairly. The general manager of one described its prosecution as OSH taking a ‘ power
trip’. A supervisor in this workplace described the incident as ‘OSH came in axe waving'. The
company thought it had followed the law by reporting an accident and ingtead got ‘crucified for it.
The other company prosecuted thought OSH had a 'blind attitude' and was congantly making
unreasonable requests.

Anocther two companies, who had not been prosecuted, described some of OSH's requirements as 'over
the top' and 'ridiculous. One company offered a different reason for their negative view of OSH's
requirements (see Example 8).
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Example 8: large fabricated metal company — reactive group
Health and safety being lead by an international company

A large, fabricated metal company was part of alargeinternational group. This company had
a negative view of OSH's requirements on it, but for different reasons to other companiesin
this group. The company indicated that the hedth and safety requirements imposed by the
parent company overseas were much greater than those required by New Zealand legidation.
The managing director felt that the health and safety standards of the parent company were
aufficient and therefore compliance cogts relating to adminigtration of the HSE Act posed an
extra cost.

The managing director aso did not see any specific benefits from the Act. This was because
it undertakes safety measures regardless of the HSE Act. The managing director said that in
the past OSH ingpectors had asked the company to make certain dterationsto agaircase. The
company questioned the ingpectors decison but was ill required to make the changes,
which cogt it between $15,000 and $20,000. The managing director fet that the‘Act’ should
be more flexible and draightforward and let the company operate its own comprehensive
heslth and safety regime, asit knows its business better than OSH.

A number of large fabricated metal companies expressed concern that OSH's targeting policies
imposed unnecessary cogts on larger companies. It wasther bdief that OSH *picked on them' unfairly
because of their large sze and when they should be targeting smaller companies with higher accidents
rates.

Thisis not a fair playing field. Soft touches like us, large organisations, are eadly picked
on.
(General Manager, large fabricated meta company — reactive group)

These companies thought OSH should work more in partnership with companies rather than in
opposition to them. One director felt OSH should be more flexible and let the workplace operate its
own health and safety regime.

An exception to this, was a small to medium sized fabricated metal company, which had an amiable
reationship with OSH. The director had no difficulty with OSH interaction and a different reason for
perceiving the cods as high (see Example 4). One employee interviewed in this group of companies
thought OSH should be more enforcement-orientated and make more snap ingpections.

If we are meant to be proactive, so should OSH. Ingpections would make a big difference.
Policeman with a badge.
(Employee, small to medium sized fabricated metal company —reactive group)

The employee aso fet that employees do not get a chance to speak privatey with OSH ingpectors
following an accident to discuss ‘ what really happened'.

Two companies thought OSH ingpectors should come from within the industry so that they understand
the industry-specific risks.
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Proactive Companies

There were nine companiesin this group:
no small to medium sized companies from the dothing industry
three small to medium sized companies from the fabricated metal industry
threelarge from the dothing industry
three large from the fabricated metal indudtry.

Nature of cost/benefit perception

These companies perceived the cogts of complying with the HSE Act as an invesment. Spending in
hedlth and safety was seen as an integra part of running an effective and efficient business and
employers were more concerned about the cost of not investing in thisarea. All talked about the costs
in terms of aworthwhileinvestment. The returns on their investment mentioned were:

healthy staff

fewer accidents and less down time

a better working environment

workersfeding valued

increased communication between management and employees
improved product quality

amore productive workforce (see Example 9).

Example 9: large fabricated metal company — proactive group
An employee perspective on the benefits of the HSE Act

A works engineer from a large fabricated metal company thought a major benefit was the
improved communication between management and staff on health and safety issues.

‘If there was no health and safety sysemin place, | don't think there would be as good
a rapport between management and daff. Part of the system involves going and
talking to staff, and of course we end up talking about other things beside health and
safety. Getting out and talking to staff is good; otherwise it would be seen only as a
management decison. | also think it leads to a stable work environment as saff see we
have their health and safety interests in mind — we are not just interested in making

money’.

Unlike the companies in the other two groups, the focus of this group was not on the costs of
interaction with OSH. These companies did not identify any major cogtsin thisarea. These companies
appeared to have moved beyond focusng purey on compliance issues to internalisng hedth and
safety codts into the day to day running of their company. Mogt of these companies were unable to
quantify for the research team exactly how much money their company spent on hedlth and safety, but
the perception was that the expenditure was worthwhile:

For every dollar spent of health and safety, it has been a worthwhile investment... cost
$200,000 at the outset to get it right, then there’ sall the ongoing costs, but it all pays off.
(Operations Manager, large clothing company —proactive group)
A director from a smdl to medium sized fabricated metal company explained they spend time every
day on hedth and safety, but it was often hard to distinguish between production and health and safety
issues:
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The benefits outweigh the costs. Health and safety meetings probably go for %2to ¥ hour.. it
probably costs me more than | think... I’ ve never really worked it out.
(Director, small to medium szed fabricated metal company —proactive group)

For a group of these companies the cogt identified was time spent in hedlth and safety meetings, or the
time of a hedlth and safety officer. One large fabricated metal company said they spent sSixteen hours a
week working on hedlth and safety issues. I there were no HSE Act, they would spend about eight
hours. The extratime was, however, seen asagood invesment. The operations manager from alarge
fabricated metal company also said most of the cogts rdating to hedlth and safety were for time spent in
mestings.

Some companies talked about the codts in terms of forms that needed to be filled out, for example,
accident reporting. One employee from a large dothing company mentioned that the reporting side is
onerous. Another employee from a large fabricated metal company thought hedth and safety rdated
paperwork dowed them down. However, company management mentioned nether of these
perceptions.

A number of companies mentioned such codts as fire darms, guards, and gaff training. A sdes
manager felt some machine guards had made work more difficult. Over time, the company had used
its own resources to modify guards, which had improved work progress. Another company initially
had to put in new chairs, which they found cogtly, as they were cash poor. Now they believe that in the
longer term it has been very beneficial.

Two smal to medium szed fabricated meta companies have worked with hedth and safety
consultants, one consultant was based in Audralia. This person communicates new hedlth and safety
polices for al dtes and undertakes full, in-depth, on-site assessments every five years. The other
company hires a consultant at a cost of $70 per month, who inspects the company once a month
making recommendations for change as required and a so dealswith wider employment issues.

| don’'t have to worry about health and safety. He organisesit. If he didn't, | would get too
busy. He comesonce a month. It isprogrammed and therefore it is dealt with.
(Managing Director, small to medium sized fabricated metal company — proactive group)

Two large fabricated metd companies in this group thought that while there were benefits to
complying with HSE, regulation had impacted negatively on their competitiveness, as they thought
their competitorswere nat complying. For example one company Sated:
We gpend a lot of money on health and safety but our competitors do not. Smaller
companies do absolutely nothing. Some of them are disgugting. Large companies like us

have to bear alot of costswhen it comesto health and safety.
(Works Manager, large fabricated metal company — proactive group)

Health and safety approach

All of these companies had integrated health and safety activities into the day-to-day operation of their
busnesses. They had assessed the risk as high and had taken a proactive, comprehensve and
sysematic approach, following a strong commitment by management. The two main drivers for these
companieswere ether:

economic incentives — for example, the need to maintain or increase productivity

the welfare of employees.

Some companies said they placed employee welfare above adl dse. For others, economic incentives
appeared to be more the focus.  In those companies that focused more on economic incentives, there
was more likely to be a tenson between productivity and hesalth and safety (Seefigure 2).
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Figure2: Driversof health and safety
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Company A placed more importance on economic incentives (see Example 10). Company B placed
more importance on the welfare of employees (see Example 11).

Example 10 Company A: large clothing company — proactive group
Health and safety being driven by economic incentives

In order for this large clothing company to successfully compete, they saw the need to focus
everything on achieving the highest levd of productivity possble. This was achieved in a
number of ways.

The company had a good understanding of how the HSE Act can increase productivity. They
had taken ahdligtic approach to hedlth and safety to ensure saff were able to continually work
at their optimal levd. Examples of this approach included:

Time provided for daily exercise

Active encouragement for staff (@most al of whom were women) to watch their weight
and hedlth

Paid accessto a doctor ‘we encourage people to look after themselves .
A mechanic who focused on continually modifying machinery to enhance productivity

The company had a hedlth and safety committee to focus on the health and safety of the
workers. The hedth and safety representatives thought if there was not an Act, companies
would not do anything if they didn’t haveto
[We are] Pretty lucky here, | know a lot of places gart off with a hiss and bang and
then health and safety falls down. It is maintained here because of the health and
safety committee.



Example 11 Company B: large fabricated metal company — proactive
group
Health and safety being driven by the welfare of employees

"We were told by our general manager at a presentation that for anything to do with
health and safety, cost isnot an issue.

In this large fabricated metd company the hedlth and safety of workers was seen as a higher
priority than production by management. The generd manager had publicly stated the
company’ s commitment to health and safety above production:
'l believe it is our respongbility to send staff home fromwork asfit and well aswhen
they arrived. | believe we mugt give safety precedence over production'.

A full-time person was hired who was highly qualified in health and safety matters. This
person led a hedlth and safety team, which answered directly to the company directors. The
team had implemented a number of initiatives such as programmes to improve hedth and
safety among the different company units. The programme was ste focused, with every site
expected to develop a single drategy. Company policy was that all employees had the
power to stop company work activities if they saw a dangerous situation, and the company
had strong disciplinary procedures for anyone not complying. A senior operator said that
improvements in hedlth and safety had taken a long time but employees were beginning to
takeit on board. ‘It' severyone'sissue not just management’s.

The company went beyond ensuring saff are hedlthy and safe for productivity purposes.
The focus was on empowering employees. Staff benefits were seen as:

they think that the company cares for them
they go home everyday with their my fingers and toes

knowing that if their employer is not complying with the HSE ACT, that they have the
right to take action

gaining skills which can by used outside work

A senior operator said it has led to increased communication throughout the company and
the guys 'are beginning to speak up'.

The majority of companiesin this group focused on both physical safety and occupationa hedlth. The
companies recognised that monitoring headlth had the long-term benefit of reduced costs. Many had
sophigticated monitoring programmes in place with regular audits of health and safety. For example,
one large cothing company:

ran the Heart Beat Programme

provided twice daily staff exercisetime

gave hearing tests to aff

ran an OOS prevention programme (see Example 12).
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Example 12: lar ge fabricated metal company — proactive group
Company dealing with ‘health’ aspects

‘1 would like to decrease costsif it was possible but at the end of the day, when dealing
with people, froma practical point of view | don’t think you can lower costs

The main concern of a managing director of alarge fabricated metal company was how work
impacts on his employees, asit isthey who bring in the prafit. The company had put in place
an OOS prevention sysem where jobs are rotated every two hours. Thereis a down time of
20 minutes every 2 hours. It is a condderable cogt to the company, however it is seen asa
necessary cost of having a healthy workforce.

The companies in this group generaly had good communication between employees and management
on hedlth and safety issues. Most employers encouraged gtaff to identify hazards. In one small to
medium szed fabricated metal company, saff had hedlth and safety notebooks in which they recorded
any issues. A manager from a small to medium szed fabricated metal company said that most
suggestions for improvements come from the shop floor. Management in one large fabricated metal
company implements all employee suggestions, even if they believe they will fail. All had in place
some form of employee participation through health and safety committees, ranging from one meeting
two-monthly to those that were integrated meetingsinto their day-to-day operations.

There was a strong perception from employers that employees needed to be cared for. For those more
focused on the economic incentives, employees were primarily resources to maintain or increase
productivity. A manager from a large clothing company driven by economic incentives described the
employees as racehorses that needed to be looked after to ensure they were able to continually work at
their optimal levd.

...because the benefits are so obvious. If | was training racehorses I'd do the same thing.
They're the greatest asset we have. Why bugger them up?
(Manager, large dathing company — proactive group)

The companies that were more focused on the welfare of employees fdt people deserved to go home
safe.

We definitely got benefitsfromit. We've made the environment better for aff.
(Managing Director, large fabricated metal company —yproactive group)

None of the companies in this group expressed any concern about employees being negligent about
health and sfety.

Understanding of HSE Act

All of these companies said they supported the intent of the Act and thought it was good to have a
gandard to adhereto. They all had someone within the company or reied on an externa source who
understood the performance-basad nature of the Act. The mgjority said they liked the flexibility of the
HSE Act. A works manager from alarge fabricated metd company liked its ‘practicaity’ asit alows
‘for a chain of command rather than requiring direct supervison’. Another person in this company
thought the Act was very broad, could cover anything and leaves much open to interpretation.
Neverthdessthey fdt it is better not to be too prescriptive

this can be hard but it is better than having guidelines that say ‘you must do it this way’
which can become unworkable. Flexibility enables you to be innovative at the least cogt to
the company.

(Works Engineer, large fabricated metal company — proactive group)

A hedlth and safety manager from another large fabricated metal company aso thought performance-
based | egidation was more effective than prescriptive, but acknowledged it is more difficult for OSH to
enforce. ‘At the end of the day it means that you, as a manager, need to decide what's important for
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your company. Thisis more difficult than being told what to do, but it makes people think.” He aso
thought the Act was harder for smaller companies who do not have the resources to know exactly what
todo. Smaller companies, therefore, need greater intervention. *Big companies can afford people like
me, small companies need to muddle through.’

Only afew of this group said that if there were no Act they would not have done anything differently.
One director from a small to medium szed fabricated metal company said they probably wouldn’t
have done anything differently.

I’'ve always been into having a good, clean, tidy set-up. In that respect there has been no
real change to what | would have done normally, although the staff are better trained now.
(Director, small to medium sized fabricated metal company — proactive group)

A hedth and safety co-ordinator from a large clothing company thought they would probably not do
anything differently because the work they do for ACC digns with the company’s hedth and safety
practices. The remainder indicated that they would probably not have done as much without the Act.
A number thought they would not have been as thorough, and the Act had hel ped to focus them.

| think most companies want a dructure, if there were not an Act, there would be no
focussed approach to doing this.
(SadlesManager, small to medium sized fabricated metd company — proactive group)

An employee from a large fabricated metal company thought the company would not have done as
much, as the fear of fines plays a major role in the company’s approach. In ancther large fabricated
metal company, the works manager commented that the company would need a lot more discipline to
St up its own health and safety procedures. The Act gave them a base line: it would be easier to do
nothing otherwise. An employee from the same company thought without the Act the company would
be tempted to do less (see Example 13).

Example 13: lar ge fabricated metal company —pr oactive group
The HSE Act as a safeguard for employees

In a large fabricated metd company where the general manager had made a srong
commitment to hedlth and safety, the manager of health and safety was not s certain the
company would have done so much without the Act. The generd manager was very
committed but he did not think the wider company management were as committed and
would have done as much without the Act. He aso commented that there was no externa
pressure from overseas regarding hedlth and safety that many international based companies
have. He thought if people were more educated on the codts of accidents, this might lead to
increased effortsto avoid them.

There were no consgent trends in terms of where information on health and safety was obtained.
Some obtained information from a range of sources while others rdied on a sngle source (eg. OSH,
ACC o a hedth and safety consultant). One company said it gat dl its information from a private
provider and had never had to go to OSH.

A number said they received some information from OSH and found the information reasonably good
but generaly OSH information was just one of a number of sources. Others mentioned were ACC, the
New Zealand Enginearing, Printing and Manufacturing Union, Employers Federation, other smilar
companies, the Fire Service, and suppliers sdling hedlth and safety products. One company received
information from its parent company in Australia Another used the media to follow hedlth and safety
incidentsaccidentsin order to anticipate future health and safety problems.

A number of companies highlighted problemswith OSH information:

OSH guiddines are not specific enough for their particular industry; for example there is nothing
on the foundry industry, so they obtain thisinformation from the Foundry Association.
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Hedlth and safety information seems quite digointed.

Getting information on specificsisfine and codes of practice are quite good, but it is difficult to get
information on the whole Act.

The OSH 3-gtep package is quite ussful but aimed at small companies rather than large companies
and isavery basic garting point only.

Some companies mentioned that a lot of good information from OSH is now out of print. People
now have to go through OSH head office, which makes information less accessble.

A smal number of companies expressed concern about private providers. One company thought
safety conaultants led smaller companies down the garden path and greater intervention is needed by
the government to prevent this. Another said that private providers send things through the mail with
the message * comply [with the Act] or you will befined'.

| personally think that [ private consultants] advice is conning and milking companies like
us. Their health and safety manual costs from $2,000 to $50,000. All it doesisjust what we
have produced in our health and safety manual. There are a lot of people who have set up
their onn company to sell advice on health and safety.

(Works Manager, large fabricated metal company — proactive group).

Relationship with OSH

These companies in this group described their reationship with OSH as generdly podtive. The
majority found OSH very accessible and its requests reasonable. Compared to the reactive and inactive
groups, these companies had a good understanding of the HSE Act and sound understanding of what
was required to maintain health and safety in their workplaces. They were generally not compliance-
driven, and were less likdly to view their encounters with OSH negatively. A number actualy invited
OSH to view their hedlth and safety procedures. One large dothing company in 1994 achieved * Self
Management Status : OSH now visits only when invited.

There was a perception in anumber of large companies that outcomes of an inspection largely depends
on theindividual OSH ingpector. One large fabricated metal company had been prosecuted three times
and 4ill had a good rdationship with OSH. The ingpector involved took both an enforcement and
relationship building approach. Another company described a Stuation where after an accident the first
ingpector they dedlt with over the phone was very enforcement-orientated and threatened to shut the
company down. However, the ingpector who visited was very good and worked with the company to
fix the problem. Inconsstency of OSH advice was aso mentioned by a number of companies who
found they received different messages from OSH ingpectors around the country. Two would like
increased communication and visits from OSH.

Two large companies made some comments about OSH's targeting policies. One large fabricated
metal company thought that smaller non-complying companies ‘get away with it’, as OSH is nat
targeting them. Another large fabricated meta company commented that the likelihood of being
caught is low as ingpectors tend to stay away from companies that are difficult, or where they think
they lack specidist knowledge.

A number of companies discussed OSH'’s education/enforcement role. The company that had been
prosecuted three times by OSH did not think the dua role was a problem and quoted the police as an
example where it works. Another thought the education/enforcement mix was a problem and that
OSH needed an increased education role. They felt that if OSH prosecuted it could affect the education
partnership reationship negatively. Both thought that OSH was currently under-resourced and
appeared to be being ‘wound down’.

A heslth and safety manager thought it was difficult for OSH to work under a performance-based Act,
but did nat think the prescriptive approach was as effective in making a difference. This company aso
thought OSH and ACC should provide a complementary service. Ancther thought that, under the new
Act, OSH did not carry out in-depth audits anymore, and that the compliance rating syslem went into
less depth.
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8.

CONCLUSION

The objectives of the research were to identify the major costs and benefits to companies of complying
with the Health and Safety in Employment Act 1992; and determine, if appropriate, how such costs can
be minimisad without undermining the intention of the Act.

The study revedled that companies had consderable difficulty in identifying and quantifying the cogts
and benefits associated with the HSE Act.  For the mgjority of companies it was difficult to separate
hedlth and safety cogts out from normal day-to-day operationa codts of running a busness. The
research aso found the focus of the companies was not so much on how much was spent but rather
was on the perceived benefits gained from money spent. In addition the companies perception of cogts
were more influentia on their health and safety behaviour than the actual costs.  Perceptions of what
condtituted a 'cogt’ and 'benefit' varied consderably across companies and companies clustered into
groups based on these perceptions:

Inactive companies who perceived both the costs and benefits of compliance aslow
Reactive companies who perceived the costs of compliance were high in relation to benefits
Proactive companies who perceived health and safety costs as an investment - not a cost

Overdl employers generally considered that the HSE Act did not impose sgnificant costs, though
reactive companies found that their unnecessary costs arose out of OSH's adminigtration of the Act and
asareault of some areas of uncertainty reating to the interpretation of the Act.

One magjor factor influencing how companies perceived the cogts and benefits of complying with the
HSE Act was their perception of the seriousness of the health and safety risk. These perceptions of risk
resulted in different views on the costs and benefits of spending money to reduce these risks. Inactive
companies perceived themsdves to be low risk and therefore did not see the need to spend too much on
heslth and safety. Reactive companies percaived the risk as high. While these companies had taken
some geps towards creating a safe and healthy workplace hedlth and safety management was not
integrated into their day-to-day business. Spending on health and safety was seen asacost. A number
were particularly concerned that they could nat control the risks, especialy with regard to employee
negligence. Asaresult these companies had a strong fear of prasecution.

Proactive companies perceived the risk of health and safety as relatively high and viewed money spent
on hedth and safety as an investment into their business and employees. These companies were not
focused on compliance but saw managing health and safety as part of their busness — either to
improve productivity and/or ensure workers were nat injured.

In general, across al companies, the HSE Act compared favourably to other Acts. The research found
that companies were generaly supportive of the notion of improving workplace hedlth and safety.
However, there was wide variation in both the levds of understanding of what compliance means
under a performance-based Act and how to achieve improved hedlth and safety. Proactive companies
demongrated a good underganding of what compliance means under performance-based legidation
and liked the flexibility this type of legidation alowed. Inactive and reactive companies did not have
such a good undergtanding of the legidation and many took a prescriptive gpproach to hedth and
safety, and relied on OSH to tdl then what to do.

Given the differing perceptions of how workplace health and safety could be improved, there were o
differing perceptions of OSH'srole. These ranged from companies that ried heavily on OSH to those
that were not reiant on OSH. Generdly, reactive companies rdied on OSH more heavily than the
other companies and were aso more negatively affected by OSH rulings. Where they disagreed with
those rulings, conflict was more likdy. The mgjority of these companies perceived the rulings made by
OSH during an ingpection as unreasonable and unnecessary.
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In contragt inactive and proactive companies were less concerned about OSH. Proactive companies
were less troubled by poor experiences with OSH as they had integrated hedth and safety into their
business and tended to view rulings more objectivity (i.e. the rulings were a means of improving health
and safety). Inactive companies were less concerned about OSH rulings because, as they saw it, hedth
and safety played a minimal role in their business and the requests made from OSH were reatively
minor. However, there were a number of concerns about OSH raised across dl three groups — in
particular the perceived failure of OSH's targeting polices and the lack of consistency in their approach.

The research grouped companies by their differing perceptions to the costs and benefits of complying
with HSE Act. An area of further research could be to look at what the motivators are for changing
perceptions and hedlth and safety behaviour. For example what, if anything, would mctivate a
company to move from operating as an inactive or reactive company to operating as a proactive
company.

This study focused on only one component of the hedth and safety environment — the costs and
benefits of complying with HSE Act. Further research is being undertaken by OSH to explore the
socia and economic consequences of workplace injury and illness — the consequences of non-
complying.
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APPENDIX 1: COMPANY INTERVIEW GUIDE

1

What isyour company’s approach to health and safety in the workplace?

Introductory question. Let the person give their complete overview, listen/note the ‘flags _they give and
go back and explore each in turn. Thisis likely to cover many of the areas below. Be sendtive to the
enterprise cdlugters on hedlth and safety.

Probe: Vision, specific hedlth and safety policies and work practices? Who are the people accountable for
hedlth and safety? (hedlth and safety co-ordinator, HR manager, production manager, supervisor, team
leader, operators, process workers) What are the systemns, procedures and practices?

Ligten for: what view does the owner/CEO have of hedth and safety? Is health and safety at the top of the
agenda or the bottom? Are there monthly health and safety meetings? Who attends? Is hedlth and safety
monitored during daily/weekly team briefs?

Do you know what activities your company had to undertake (or would need to undertake) to comply
with the HSE Act?

Probe Specific activities'codts. Any additional activities or codts associated with demondrating
complianceto OSH? Ligten for: Arethey seen asfixed codts, variable cogts, an investment?

How did you know what you had to do?

Probe: What do they know about the Act? How easy it was for them to get information, and understand
it? If problems, how could it be improved? Listen for: Do they understand what it means to be complying
with the Act?

If there was not an HSE Act, do you think your company would do anything different in terms of health
and safety?

Ligen for: Are there any unnecessary activities/cogts due to the HSE Act. If there are, how they think
these could be reduced/dliminated and gill_maintain the hedth and safety of employees at work? (If they
haven't aready mentioned them) Are there any benefits or other effects on your company in having to
comply with HSE Legidation?

Ligten for: examples of benefits and effects on competitivenessinnovation?

How do you think the HSE Act compares with other Acts that you comply with? (eg. Building Act,
Resource Management Act, Electricity and Gas Act)

How doesthe HSE Act or legidation fit together with other Acts?

Probe: Any conflicts, duplication? Benefits? Listen for: whether the effects are serious or minor. How it
rates againg other legidation in terms of cods.

Can you suggest ways that the HSE regime could be improved while maintaining the intent of the Act?
Probe: codes of practice, guiddines, voluntary codes, education.
Isthere anything e se you would like to add? (THANK-Y OU)
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APPENDIX 2: EMPLOYEE INTERVIEW GUIDE

1. Wedliketotak to you now about hedlth and safety in What isyour role?

Introductory question. Let the person give their complete overview, listen/note the ‘flags _they give and
go back and explore each in turn. Thisislikey to cover many of the areasbdow. If nat, probe further.

2. What isyour company’s approach to health and safety?

Probe: Ak them to basetheir answer on thework they dordatingto hedth and safety. Ask  for
examples.

3. Do you know what activities your company had to undertake to comply with the HSE Act? Have you
been involved in any of these activities?

Probe: Ask for adescription of specific activities. Do they have any comments about how they think the
Act could beimproved?

Ligten for: What they know about the Act and where they received the information. Do they understand
what it means for ther company to be complying with the Act? Do they know how this impacts
empl oyees?

4. Arethereany other impactsthat the HSE Legidation has had on your company?
Probe: Examples: benefits, costs, impact on ability to compete?

If there was not an HSE Act, do you think your company would do anything different in terms of health
and safety in your workplace?

Ligen and probe for: Their knowledge and indghts about whether there are any unnecessary
adtivities/'costs due to the HSE Act. And, if there are, whether they could be reduced/diminated without a
negative impact on employee hedlth and safety? During the interview listen for any comments on:

How they see the HSE Act comparing with other Acts that their company needs to comply with?
(Examples Building Act, RMA)

If it is appropriate, probe for conflicts, duplication? Benefits? Whether they comment on any ways that
health and safety could be approached, other than through legidation?

If it is appropriate, probefor codes of practice, guidelines, voluntary codes, education.
5. Isthere anything ese you would like to add? (THANK-Y OU)
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APPENDIX 3: SUMMARY OF INTERVIEWEES

Small to M edium Clothing Companies:

1
2
3.
4

Interviewed Co-owners and Production Manager (6 employees)
Interviewed Owner and a Machinigt (12 employees)

Interviewed Co-ownerstogether and a Machinist (14 employees)
Interviewed Manager (15 employees)

Small to Medium Sized Fabricated M etal Companies:

© o N o O

10.

Interviewed General Manager and Operations Manager (3 employees)
Interviewed Director and Operations Manager (6 employees)
Interviewed Sales Manager and an Employee (12 empl oyees)
Interviewed Managing Director and Employee (12 employees)
Interviewed Owner and a Foreman (13 employees)

Interviewed a Co-owner and Employee (18 employees)

L arge Clothing Companies:

11.
12.

13.
14.

15.

Interviewed Factory Manager and Owner together and a Hoor Supervisor (50 employees)

Interviewed Hedlth and Safety Co-ordinator, a Production Supervisor, and a Manager Director (52
empl oyees)

Interviewed Managing Director, a Accountant, and a First Aid Officer (Supervisor) (60 employees)

Interviewed Operations Manager, a Quality Assurance Manager, a Factory Manager, and two Employee
Hedlth and Safety Committee Members (200 empl oyees)

Interviewed Hedlth and Safety Co-ordinator, a Company Secretary, and a Supervisor (260 Employees)

L arge Fabricated M etal Companies:

16.
17.

18.
19.

20.
21.

Interviewed General Manager and Plant Supervisor together and a Supervisor (45 empl oyees)

Interviewed Manager of the Hedlth and Safety and Environment Programme, a Operations Manager, and
a Supervisor (50 empl oyees)

Interviewed Generad Manager, a Supervisor, and a Workshop Foreman (50 empl oyees)

Interviewed Managing Director, a Purchasing Officer, and a Health and Safety Representative (100
empl oyees)

Interviewed Works Manager, a Works Engineer, and a Supervisor (120 Employees)
Interviewed Managing Director, Health and Safety Officer, Supervisor (350 empl oyees)
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