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ABSTRACT

There has been investments by firms to protect workers' health and to improve their health
status. Most of the investments are made on the ground of legal requirement. However many

argue that the amount of investments made falls short of the legally required level.
reasons why firms are not active in undertaking required investments is that they

One of the
are not certain

whether such investment is economically beneficial to them or not. Using CBA (Cost-Benefit Analy-
sis), this study investigates whether firms’ investments on workers' health are economically justifia-

ble or not. All kinds of expected costs and benefits are itemized and calculated, and costs are
compared with benefits. The result shows that if firms fully undertake the legally required invest-

ments, total expected costs amount to W453.2 billion and expected benefits accruing to reductions

from medical care costs, workers compensation costs, litigation costs in case of legal suit, work

days lost, and etc. comes up to W2,086.8 billion. In other words, economic benefits from firms'

investment on industrial health far outweighs their costs. As the economy grows,

the probability

of having various occupational disease increases. It is well conceivable from this study outcome

that, the higher the probability, the greater the social loss would be,

from proper investments on workers' health,

and the greater the benefits

Keywords : Cost-benefit analysis, investment, medical care costs, workers compensation costs, litiga-

tion costs
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Table 1. Legal program for industrial health promotion

89

Industrial health program

Contents of regulation

Physical health examination

Worksite environment measurement
Worksite environment improvement
Health education

Clinical diagnosis (general) : annual
Clinical diagnosis (special) : semi-annual
Semi-annual

Protector, work process change, ventilator
More than two hours per month
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Theoretical background ‘lnduslrizll health program

l I
|

I Classification of costs and benefits

Cost-benefit analysis model

? Data collection for empirical zmzllysis‘

{Cost estimation m()dcl‘ ’Bcncﬁt estimation model

i Flow chart of disease ‘
[ .

Benefit estimation }

[ lotal cost estimate Total benefit estimate

Net benefit, benefit-cost ratio

Fig. 1. Framework of cost-benefit analysis.
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Table 2. Costs and benefits of industrial health promotion program

Cost Benefit

Direct ~ Worksite environment measurement Reduction of insurance payment for occupational disease
Physical examination (general) Reduction of other compensation
Physical examination (special) Reduction of medical expenses

Worksite environment improvement
Health education

Indirect Time cost Production increase
Travel cost to health center Extension of life-time
External effect
Psychological comfort
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Fig. 2. Estimation of number of occupational patients.
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Table 3. Estimated costs of industrial health promotion program
Type of cost Per capita No. of labors Subtotal
cost (Won) (person-year) (Won in 1,000}

1. Direct cost 139,424,553
(1) Worksite environment measurement 911 3,969,981 X 2 7,233,305
(2) Worksite environment improvement 7.798 3,969,981 X 1 30,957,911
(3) Physical examination (general) 12.820 3,419,136 X 1 43,833,323
(4) Physical examination (special)

1. dust 15,320 184,312 X1 2,823,660
2 noise 13,950 291,625X1 4,068,169
3 Ph 14,670 13,038 X2 382,535
1 organic solvent 14,740 49,303 X 2 1,453,452
5 Cr 17,160 2,054 X2 70,493
6. Others 14,830 32,432 X2 961,933
(5) Health education 1,000 3,969,981 x 12 47,639,772
2. Indirect cost 313,772,268
(1) Time cost for phy. exam. (general) 1,612 3.419,136 X 1 5,511,647
(2) Time cost for phy. exam. (special) 1,612 669,591 X 1 1,079,381
(3) Time cost for health education 6,448 3.969,981 X2 307,181,240

Total cost

453,196,821
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‘Table 4. Estimated benefits from industrial health
promotion program (Unit : Won in million)

S. Total cost and total benefit
(Unit : Won in million)

Table

Estimated money

Ty benefi -
ype of bencfit value of benefit

1. Direct benefit

‘1" reduction of insurance payment 121,983
2vreduction of legal payment 243,967
3 reductions of medical expenses 38,007
Subtotal 403,957
2. Indirect benefit
‘1' production increase 1,318
2 extension of life-time 1.681,519
3" external effect 5
Subtotal 1,682,842
Total benefit 2,086,799
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Total cost Total benefit

453,197 2,086,799

Table 6. Net benefit and benefit/cost ratio (1991)

Net henefit (= benefit-cost) Benefit/cost ratio

1.633,602 4.6
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