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Y
ou have to wonder how

corporations make any

m o n ey at all. Not only do

th ey struggle to cope with

globalization, labor shorta ges, and

a lagging economy — th ey lose un-

fa thomable sums to eve ry thing fro m

illness to fraud to comp u ter pro b l e m s

to emp l oyee anxiety. Just ch e ck out

the list of figures at right—figures th a t

p u r p o rt to catalog the billions of

dollars that these maladies “cost”

U.S. corporations eve ry ye a r.

D r awn from We b s i tes and maga-

zine and newspaper ar ticles ove r

the last couple of years, th ey ’ re num-

bers ge n e r a ted and publicized by

interest groups, by activists, by con-

sultants, and—surprisingly often—by

g overnment agencies. The figure s

are cited as evidence, to make politi-

cal points, to sell services, to empha-

size an issue’s imp o rta n c e .

But when you to tal this column of

n u m b e r s — by no means a comp re-

hensive list—something doesn’t add

up. The bottom line comes to some

$4.1 trillion a year—well over a third

of the U.S. gross national product.

Now, sure, some of these ite m s

overlap a bit, which is understa n d a b l e

considering th ey ’ re from diffe re n t

s o u rces, and a few are the high end

of an estimated range. But still—more

than $4 trillion?

“ Unless l o s i n g is defined in a per-

ve r s e ly ge n e rous way, the figure of

$4 trillion is ridiculous,” says Te m-

ple Un i versity pro fessor John Allen

Paulos, author of I n n u m e ra c y a n d

A Mathematician Reads the Ne w s-

p a p e r.

Indeed, what do l o s i n g or c o s t s

mean in the case of these statistics?

“At the very most, I suppose what is

meant is that th ey are missing the op-

portunity of making an extra $4 tril-

lion—but that’s extre m e ly hard to

qu a n t i f y,” says U.K. economist Dav i d

B oyle, author of The Sum of Our

Discontent: Why Numbers Make Us

I rra t i o n a l. 

The assumption, then, is that if

every company were served by per-

fe c t ly efficient equipment and supply

chains that never bro ke dow n —a n d

we re sta ffed exc l u s i ve ly by trim, emo-

tionally stable, scrupulously honest

e mp l oyees who never fell ill, got dis-

t r a c ted, had fa m i ly problems, or made

a personal phone call or sent an e-mail

on comp a ny time—C o r p o r a te Amer-

ica would find itself $4.1 trillion rich e r.

But of course, that’s not the way

things really work. There’s no outlay
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lost health and prod u ct i v i ty of office env i ro n m e nt s
e m p l oyee fra u d
b u l l y i n g
disengaged employe e s
s tolen info rm at i o n
t u rn ove r
i l l i te ra cy
e m p l oyee alcohol abuse
i n s u ra n ce fra u d
m u s c u l o s keletal disord e r s
sleep disord e r s
c h a n g e - i n d u ced stre s s
i n d u s t rial espionage
bad int ranet design (global)
d rug abuse
m e ntal disord e r s
ca n ce r
Web surf i n g
lack of basic ski l l s
s m o ki n g
d i s k - f ra g m e nt ation problems (global)
o be s i ty
d e p re s s i o n
a n x i e ty
te l e m a rketing and dire ct - m a rketing fra u d
wo rkp l a ce violence
Al z h e i m e r’s disease
lack of info rm ation and te c h n o l ogy lite ra cy
t ransmission and distribution power outages
lost hours spe nt on elderca re issues
p rod u ct co u nte rfe i t i n g
co m p u ter viru s e s
co m p u ter cri m e
s h o p l i ft i n g
check fra u d
ro b be ry and burg l a ry
business inte rruptions from power outages
domestic violence
lost Web sales due to slow download spe e d
co m p u ter netwo rk dow nt i m e
t raffic delays in moving goods and pe o p l e
a b s e nteeism caused by poor child ca re
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of $4.1 trillion that vanishes as prob-

lems reveal th e m s e lves; oth e rw i s e

we’d hear about s p e n d i n g r a ther th a n

c o s t i n g. In many cases, an expense

labeled as a cost for one sector of

the economy is revenue for another.

Most times, no money ch a n ges hands

at all. For instance, that $63 billion

of emp l oyee time devo ted to We b

s u rfing may be routine dow n t i m e

that wo r kers find essential to high

performance. The “cost” is spurious

as well as hy p o th e t i c a l —a fa c to i d

r a ther than a fact. (It’s significant th a t

the $63 billion figure comes fro m

Websense, a soft wa re firm pushing

programs to monitor and curtail em-

p l oyee Internet use.)

And th e re’s another explanation

for that th i rd-of-GNP bottom line:

“double counting,” says Confe re n c e

B o a rd economist Ken Goldstein. In

fact, it’s often far more than double.

Consider the case of an ove rwe i g h t

s m o ker who is diagnosed with can-

cer and, disenga ged and depre s s e d ,

s e a rches the comp a ny intranet and

the Web for information on his ill-

ness. His lost productivity can be

slotted into any or all of seven differ-

ent categories—most like ly all seve n ,

depending on the inte rest gro u p s

i n vo lve d .

Indeed, most of these numbers

a re ge n e r a ted by organizations or

industry groups with concrete agen-

das and inte rests. But many of th e

most sta rtling numbers originate

w i th government agencies, part i c u-

l a r ly the National Institutes of Health ,

w h i ch in separate documents assigns

tens of billions in costs to each of

a host of maladies, many th ro u g h

a p p a re n t ly precise calculations but

some seemingly from thin air.

O ther agencies get into the act

as well, producing figures even large r.

On a U.S. Department of Energ y

Web page about “inte l l i gent” build-

ing sys tems, the sta tement is made:

“The lost health and productivity of

o ffice environments alone costs U. S .

businesses more than $438 billion

per ye a r.” There’s no explanation or

b re a k d own of this astonishing fig-

u re — m o re than $7,000 per off i c e

wo r ker per ye a r ! —and phone calls

to the DOE failed to produce any-

one to answer questions about th e

n u m b e r.

In the priva te secto r, numbers are

flung about with abandon, th o u g h

not always reckless. The Sibson Con-

sulting Group, for instance, offers de-

tailed breakdowns of studies to back

up its jaw- d ropping estimates of turn-

over costs in diffe rent industries.

H ow did Sibson chairman Jude Rich

a r r i ve at a $285 billion estimate fo r

what turnover costs Corporate Amer-

ica each year? Replacing a wo r ke r,

R i ch says, costs the comp a ny per-

haps half his salary in re c ruiting and

t r a i ning, depending on the secto r.

Sibson calculates that some 19 mil-

lion Americans ch a n ge jobs each

ye a r, and since the ave r a ge U. S .

wo r ker earns around $30,000 an-

n u a l ly, the to tal comes to $285 bil-

lion. That figure is a bit shaky, since

lower-earning jobs have higher turn-

ove r, but you get the idea. The $285

billion, Rich says, is tangible money

out the door—and it’s only “the tip

of the iceberg. The indirect costs—

o p p o rtunity costs, pro d u c t i v i t y- re-

l a ted costs, lost accounts—a re much

h i g h e r. ”

S i m i l a r ly, the comp re h e n s i ve We b-

s i te of Tim Field, a U.K. expert on

the subject of workplace bully i n g ,

goes into great detail in laying out

his calculations of the costs of bully-

ing. Eve ry variable in those calcula-

tions is debatable, but at least Fi e l d

puts his figures on display and re-

sponds cord i a l ly to outside qu e r i e s .

Plenty of other people and orga n-

izations simp ly offer numbers s a n s

explanation or backup; when pre s s e d ,

th ey cite some item plucked out of

c o n text from some article that men-

tions some study in passing. Thro u g h

repetition and the stripping away

of qualifiers, guesstimates become

h a rd sta t i s t i c s .

“ M a ny writers and commenta to r s

use numbers more for decoration

than to imp a rt any real info r m a t i o n

about magnitudes,” Paulos says. “A n d

most people have only the haziest

idea of the diffe rence between a mil-

lion, a billion, or a trillion dollars,

so ‘$250 billion’ doesn’t mean much

to th e m . ”

B oyle agrees: “I don’t think any-

one can comp rehend it—u n l e s s

th ey ’ re Bill Gates,” he says. “Do most

people, for example, picture $438 bil-

lion in their head as much diffe re n t

from $438 million? The idea of using

numbers to make people ch a n ge th e i r

minds in this way began with people

like Robert Malthus and other social

reformers in the 19th century—they

called them ‘moral statistics.’ But

moral statistics are now so ove rd o n e

that I don’t think th ey have the powe r

to move people any m o re .

“These numbers are being used

in the way that medieval histo r i a n s

used figures,” Boyle continues. “Me-

d i eval manuscripts say, for examp l e ,

that King Arthur personally killed

10,000 people in battle. What th ey

mean is ‘a lot’—and that’s how these

f i g u res are used. Many of them are

t rying to communicate things th a t

can’t actually be quantified, but un-

fo rt u n a te ly, we live in a society th a t

discounts any thing that can’t be put

i n to figures.” ♦
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