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Workplace Absence: 
by  |  Holly Moyer

Least-Examined Area of Benefits Program May Be Costly
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A thoughtful absence management program that integrates other benefit programs and 
vendors can help an organization reduce costs and improve productivity.

C
hanging workforce demographics, health care 
reform, eroding federal and state safety nets and 
overall economic conditions continue to impact 
organizations’ bottom lines. As companies look 
for ways to control and reduce costs, they often 

overlook workplace absence management. Yet it can drive 
significant savings.

Although total costs associated with disability and absence 
can be upward of 35% of payroll costs,1 most employers have 
no idea of their actual costs. In fact, 87% of employers do 
not measure the impact of absences on their organizations.2 
Many, and perhaps most, organizations don’t know how to 
approach absence management strategically.

Employers historically have focused on big-ticket programs, 
such as health care, retirement programs and compensation as 
they seek cost savings. On the surface, it seems reasonable to 
think the greatest savings would be generated from these pro-
grams because of their perceived financial impact. But the total 
cost of absence has a much more significant impact on organi-
zations than plan sponsors typically understand.

Organizations can realize savings in the areas of disability 
insurance and overall absence by developing and deploying a 
comprehensive absence management strategy.

In the area of leaves of absence, human resource (HR) pro-
fessionals are faced with keeping up to date on ever-changing 
state and federal regulations. For example, the most recent 
Family and Medical Leave Act (FMLA) regulations went into 
effect March 8, 2013. As a result, there are now more than 
135 federal, state and local leave laws to contend with (with 
undoubtedly more to come). Keeping up with administrative 
best practices and compliance becomes difficult at best for 
most employers.

To complicate the equation, the Americans with Disabili-
ties Act Amendments Act (ADAAA) has become increas-
ingly visible, leaving many HR departments scrambling to 
find ways to stay in compliance and avoid or reduce Equal 
Employment Opportunity Commission (EEOC) claims.

The economic downturn and resulting strain on HR pro-
fessionals along with the changing workforce create challenges 

for managing leaves. Employees are delaying retirement and 
working longer because of the loss of retirement assets, con-
cerns about the future viability of social programs and insuffi-
cient planning and individual resources. The number of work-
ers aged 55 and older is projected to increase by 43% between 
2008 and 2018, according to the U.S. Bureau of Labor Statis-
tics. According to AARP, up to 80% of baby boomers plan on 
working past retirement age. For the first time in history, there 
soon will be five generations in the workforce, which presents 
employers with an entirely new set of issues to contend with 
surrounding absences and a nonhomogeneous workforce.

The aging workforce is one reason behind increasing dis-
abilities. Older workers are prone to higher rates of chronic 
illnesses, degenerative health conditions and comorbidities, 
which contribute to higher rates of absence. The average dis-
ability leave taken by employees over the age of 40 is eight to 
18 days longer than those taken by employees under the age 
of 40, creating a significant cost burden on employers.3

In addition to an increase in the incidence of disability re-
lated to back pain and musculoskeletal issues over the past 50 
years, the prevalence of behavioral and mental health issues 
represents an increasingly significant issue for employers. In 
2011, mental health claims were the second highest diagnostic 
category of disability, according to the Social Security Admin-
istration.

Integrating employee assistance programs (EAPs), health 
advocacy and work-life programs with an absence manage-
ment strategy will become increasingly important for ad-
dressing employees’ needs and reducing costs. The reasons 
to establish an integrated absence management program be-
come financially compelling when considering the disability, 
medical and absence burdens created by an aging workforce 
and economic pressures. 

Foundational Basis for a Solid Absence  
Management Strategy

Comprehensive absence management programs have 
many moving parts, and the ongoing maintenance of each 
part is critical to a program’s overall success. A strong founda-



benefits magazine january 201440

tional basis comprises overall account-
ability, employee/associate engagement, 
the establishment of performance met-
rics with which to track outcomes, and 
proactive next steps focused on data 
analytics and business objectives.

An absence management program 
with a solid foundation typically in-
cludes proactive plan designs, admin-
istrative best practices, compliance 
measures, demonstrated employer 
commitment, benefit integration and 
strong vendor partnerships. 

Plan Design

Employers have choices with respect 
to how to finance, allocate pricing for and 
administer short-term disability (STD), 
long-term disability (LTD), medical and 
leave program plan designs. Those deci-
sions should reflect best practices and be 
consistent with organizational objectives 
and limitations. When assessing plan 
design, employers should identify the 
key drivers of workplace absence and 
consider what they can do to improve 
financial performance. It is important 
to identify and understand the interre-
lationships between disability, leave and 

medical programs, evaluate the impact 
they have on one another, and identify 
what solutions exist to improve financial 
results in the aggregate. 

Administrative Best Practices

With effective plan designs in place, 
aligning administrative best practices 
and case management procedures can 
help ensure timely claims management. 
Reporting and tracking leaves consis-
tently through enabling technology will 
capture and store data in a centralized 
location. Storing data in a centralized 
location makes it easier to identify in-
cidence rates, absence trends and the 
number of employees off on any given 
day. Creating a centralized intake also al-
lows for consistent claims-handling pro-
cedures for disability and leave claims 
for organizations with multiple loca-
tions. Employers will have a streamlined 
claims-reporting process and a clearing-
house for data, which begins to create a 
sense of accountability for employees on 
why they are absent from work.

Clinical involvement and early in-
tervention are critical to reducing the 
duration of disability leave and improv-

ing productivity levels. Appropriate re-
sources for managing those programs 
can include experienced integrated 
disability management nurses who are 
very familiar with disability plan lan-
guage, federal and state leave laws, and 
nationally recognized disability guide-
lines. More importantly, nurses should 
become familiar with the company’s 
job analyses and work environment 
because they will be working with pro-
viders to seek medical clarification and 
coordinate return-to-work programs. 
Too often, employers neglect to include 
this component in their absence man-
agement programs and fail to realize 
the cost savings of clinical intervention. 

Return-to-work program coordina-
tion should begin early in an employ-
ee’s leave period to minimize unneces-
sary absence time. Studies have shown 
that early intervention yields successful 
return-to-work outcomes and cost sav-
ings. On average, employees receiving 
early intervention services returned to 
work 2.7 weeks sooner, saving the em-
ployer approximately $810 per claim.4

Compliance Measures 

When it comes to complying with 
state and federal laws affecting employ-
ee absences, the old adage “an ounce of 
prevention is worth a pound of cure” is 
valid. Although compliance takes time, 
effort and, usually, an up-front invest-
ment, having comprehensive compli-
ance measures in place for regulated 
programs will help employers avoid 
unnecessary claim costs, legal fees and 
wasted dollars. Some laws, such as 
FMLA and the Americans with Dis-
abilities Act (ADA), have overlapping 
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takeaways >>
•   The growing list of leave laws makes absence management more complicated and a 

strategic plan more important.

•   Early intervention can improve return-to-work outcomes and save money.

•   It is important that managers be trained in complying with FMLA, workers’ compensa-
tion, ADA and other disability programs.

•   Employers should develop and communicate a well-written policy that employees and 
managers can follow easily.

•   An effective absence management strategy integrates FMLA leaves, STD, workers’ 
compensation, disease management programs, EAPs and other benefit programs.
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areas, which can create confusion for employers and uncer-
tainty on how to manage claims to achieve optimal outcomes 
for both the employee and the organization. 

Manager training is an essential component of compli-
ance, particularly in the areas of FMLA, workers’ compensa-
tion, ADA and other disability programs. Front-line manag-
ers are an organization’s eyes and ears and first line of contact 
with employees. Managers should be well-versed on claim-
filing procedures, including what they can and cannot ask of 
employees and the basics of FMLA and other leave-related 
laws to ensure they are not interfering with an employee’s 
rights. Managers benefit from training on how to identify is-
sues, such as an employee who has stated he or she is having 
difficulty performing the essential functions of his or her job 
due to a disability. Compliance is a continuing challenge for 
organizations, often requiring ongoing support from legal 
counsel and other outside advisors to ensure that they are 
adhering to state and federal laws while also meeting busi-
ness objectives. 

Documentation and recordkeeping are critical compli-
ance measures. Under FMLA, for example, records must be 
kept for a minimum of three years and are subject to audit 
by the U.S. Department of Labor (DOL). This aspect of the 
law should be of particular concern to employers, as DOL 
announced in April 2013 that it will increase the frequency 
of FMLA on-site investigations and can show up at an em-
ployer’s place of business for an unannounced audit. 

Most employers will implement standalone, siloed pro-
grams, such as unstructured transitional work or EAPs, as 
part of their overall remedial strategy. However, failing to in-
tegrate these programs with other benefit programs not only 
minimizes the overall benefits an employee has access to, but 
can impede return-to-work efforts and actually lengthen the 
time an employee is off work. When developed appropri-
ately, standalone, siloed programs should be integrated with 
one another to create a strategic absence management plan, 
which focuses on reducing the impact of unplanned absenc-
es, improving cost savings and achieving objectives.

It’s important to develop and communicate a well-written 
policy that employees and managers can follow easily. Train-
ing is critical when implementing any type of formal employee 
program, such as a return-to-work or FMLA program.Train-

ing should include reporting procedures, claim workflows, 
program requirements, employee and employer responsibili-
ties, key contacts and how the program works, as well as an 
explanation of consequences for not following the program. 

Benefit Integration

Benefit integration is a technique that helps to link the 
fundamental building blocks together, ultimately providing 
employees with maximum benefits available to assist them 
with their leave or, in some cases, avoid a leave altogether. 
For instance, an employee who takes leave under FMLA to 
care for a parent might be referred to an EAP or other pro-
gram to help address emotional and financial stressors that 
might delay a return to work. Benefit integration can help 
ease situations that might go undetected to management or 
that can be better handled from a medical standpoint.

Employers are becoming smarter in this regard and are 
implementing integrated programs with their STD and 
health plan disease management programs to improve con-
dition management for diabetes, heart disease, asthma and 
chronic obstructive pulmonary disease. Companies that 
have not yet integrated their benefits can take the first steps 
by integrating FMLA with workers’ compensation and STD 
when an employee takes a leave. Integration can be as simple 
as FMLA being run concurrent with STD and/or workers’ 
compensation, when appropriate. This avoids employees 
stacking leave types and being out longer than their actual 
leave entitlements allow. 

Having the right partners in place can be as important 

absence management

learn more >>
Education
FMLA
FMLA in Real Life
Visit www.ifebp.org/elearning for more information.

From the Bookstore
The Handbook of Employee Benefits:  
Health and Group Benefits, Seventh Edition
Jerry Rosenbloom. McGraw Hill. 2011
Visit www.ifebp.org/books.asp?8915 for more details.
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as offering the right programs, and leave-of-absence (LOA) 
vendor integration can be a key component of an effective 
absence management program. Vendors and third-party ad-
ministrators can provide subject matter expertise, enabling 
technology tools, claims and compliance management, 
reporting and administrative best practices to deliver the 
necessary administrative solution. An organization needs 
to determine whether it requires a specialty LOA vendor or 
whether its needs can be met by its insurance provider. Since 
specialty LOA vendor and insurance company products can 
differ, that determination requires an understanding of the 
organization’s specific LOA needs, program complexities and 
customization requirements. 

Finally, to maximize the value of any partnership, vendors 
must be held accountable to a clear set of established perfor-
mance metrics and a well-documented statement of work.

Creating a Strategy Built on a Solid Foundation—
A Case in Point

A midsized health care organization is starting to see 
positive changes in its LOA and disability management 
programs by strengthening its fundamental building 
blocks—plan design, compliance measures, administrative 
best practices and benefits integration. With approximately 
3,000 employees, this Midwest-based company is experi-
encing rapid growth and has had a fractured absence man-
agement strategy.

From a compliance standpoint, the organization had 
previously been involved in an EEOC case for failure to rea-
sonably accommodate an employee under ADA and had to 
settle for an undisclosed amount. An internal audit showed 
that absences were costing the organization at least $1 mil-
lion annually, or the equivalent of 16 full-time employees. 
A comprehensive assessment identified several factors that 
were missing or needed improvement so that a long-term 
strategic LOA plan could be created.

To ensure a successful rollout of the new LOA plan, the 
company established an incremental time line  to develop the 
missing aspects and strengthen existing programs. The orga-

nization outsourced FMLA leaves, developed policies related 
to STD and LTD, and reviewed the insured STD plan design 
for appropriateness and funding. The company also devel-
oped a structured return-to-work program and an ADA pro-
gram, and both included manager training.

The organization expects a reduction in overall absence 
costs and development of an outcomes-based strategic plan 
with well-defined performance metrics, aligned programs 
and engaged employees.

Where to Begin
An organization that examines the foundations of its leave 

and disability programs can more easily develop an absence 
management plan that results in both savings and increased 
employee productivity. Employers may need to take the ap-
proach of integrating absence management with managing 
the costs of other employee benefits, such as health care, re-
tirement and compensation—a total benefit strategy that can 
significantly help improve the bottom line. 
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