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It was back in the early 1990s. A handful of us, managers in a leading product line 
of my large central Massachusetts financial services company, were returning to the 
office from an upscale dinner meeting. The conversation moved casually to the 
subject of addiction. After a few minutes, the VP of our product line, and a member 
of the corporation’s Senior Management, suddenly paused, and with a thoughtful 
expression said, “Is it possible that we don’t have any addiction problems here?” At 
the time, company employed about 5,000 people, including some 3,000 in our 
home office, and yet this seemed to be the first time any of us, all managers of some 
level, had given addiction, and its potential  threat to corporate success, a thought. It 
was an “Aha moment” for all of us.  

Addiction was an issue for many individuals at the time, including a few heavy 
drinking company executives, yet it existed mostly sub rosa and was largely misun-
derstood. Since then, opioid addiction and overdose deaths have skyrocketed. It 
rose in the late 1990s with aggressive marketing of prescription opioids. Then   
heroin usage increased in 2011 when Florida cut off its extensive oxycodone supply 
to much of the country. More recently, there was an increased use of synthetic 
drugs, particularly fentanyl, a substance 50-100 times more powerful than mor-
phine. For several years now, we have recognized a nationwide “Opioid Epidemic,” 
touching all segments of the  population. With the increase, there is more recogni-
tion that addiction is a disease. The major differences between 1990 and today are: 
the scope of the problem, the substances used, and the available resources for re-
covery. Together, these factors amplify the  vulnerability of businesses to the prob-
lems of addiction. What was seen previously as a crisis affecting individuals and 
families, is recognized now as crises in our legal, economic and medical systems. 

Studies, tending to underreport, show that 90 Americans die from opioid overdoses 
daily. Killing more than 42,000 Americans in 2016, and nearly 1900 last year in 
Massachusetts alone. Overdoses took more lives than car accidents or guns, and is 
the leading cause of death for those 50 years old and younger. The number of 
deaths continues to rise with the increase of deaths from illicit or synthetic drugs, 
offsetting a decrease in prescription opioid deaths since 2011. Massachusetts was 
one of the top three states for synthetic opioid deaths in 2016. 

The harm done by the opioid epidemic isn’t limited to 
the deaths. The nation as a whole, including businesses 
bears the price, estimated at $80 billion per year, includ-
ing costs for health care, treatment, incarceration and 
lost productivity. Businesses suffer from the decline in 
labor force participation rate which is reduced in part by 
addiction and by incarceration and recidivism. In 2017, 
the U.S. had 1.8 million people (who were not in school, 

disabled, retired or serving a loved one as caretaker) not actively seeking work.   

The general pattern is for incarceration to make recovery nearly impossible, causing 
a serious loss of human potential for the workforce. Fewer than 1% of prisons have 
offered programs such as methadone treatment, enabling inmates to enter the work 
world with some hope. More typically, an addict leaves prison only to pick up the 
drug of choice again, but now with a dangerously heightened sensitivity. Business 
owners who hire “second chancers” often are rewarded by employee loyalty and 
dedication, but they are in a minority. 

Besides the tight labor force, businesses also experience challenges of employee 
addiction. In a study by the National Safety Council, 70% employers  claimed to be 
affected by addictive behavior, especially absenteeism and declining job perfor-
mance. Employers are encouraged to help employees get help for their addiction, 
                  continued p.2  
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Empty Nest 

Do you recall the Zero Population Growth movement, fueled by Paul Erlich’s 1968 publication The Population Bomb? Back 
then, the concern involved predicted catastrophic global shortages caused by too many people. Since then, U.S. fertility rates 
have fallen to hit an all time low of 1.74 babies per woman of childbearing age in 1976. Rates moved up again but declined 
steadily following the Great Recession (December 2007—June 2009). In 2017, the U.S. fertility rate was 1.79, below the 
U.S. replacement level of 2.1, and the birth rate was only 60 live births per 1000 woman, a 3% decline from the prior year. Is 
this a cause for worry? Economically, we do need to maintain a workforce, and to care for the  elderly. The best example is 
our Social Security system which depends upon funding by younger cohorts. We don’t know if this is a long-term trend or a 
lengthy but temporary blip. Historically, low birth rates here have been offset comfortably by immigration, so as yet, there is 

no widespread concern. But low rates concern some European countries who offer incentives for includ-
ing tax breaks and long subsidized maternity leaves.  

What explains our trend? Declines in birth rates often reflect economic hard times. Millenials graduated 
into the Great Recession, saddled with loans, and have faced un– or underemployment. Not inclined to 
marry in their early 20s anyway, many lack the money to establish a family. Child care costs are steep 
and many grandparents are working, unavailable to help out. 2016 statistics suggest another factor. 
While the teen birth rate reached an all time low, and births to women in their 20s continued to fall, the 

fertility rates of women in their in their 30s and 40s have grown. These trends have been associated with higher education 
and better career opportunities for women. Given choices, women are less eager to abandon work for motherhood, or to take 
the pay penalty that comes with it. Currently, jobs are not an interim diversion for women who, increasingly, may be the 
major family breadwinner.  

It’s interesting to consider how emerging government policies on women’s rights, immigration, and social welfare, might 
impact the American birth rate.  

S. Tavernize, “US Fertility Rate Fell to a Record Low for the Second Straight Year,” www.nytimes.com, 5/18/18, C. Miller, “Americans  are Having Fewer 
Babies,” www.nytimes.com, 7/5/18, E.Bauer, “What’s Next for American Birth Rates and Social Security?,” www.forbes.com, 5/17/2018, A.Cha, “The US 
Fertility Just Hit an Historic Low,” www.washingtonpost.com,6/30/17, M.Teitelbaum, https://yaleglobal.yale.edu, 7/9/13, R.Newman, “Why a Falling Birth 
Rate is a  Problem,” US News, 12/3/12 

 

but that involves a considerable investment in Human Resource training and in developing programs such as Employee 
Assistance Programs.                    

Such employee connections can be even more sensitive than the average HR program, with the essential emphasis on  pri-
vacy, so they are a lot for a company to undertake. On the other side, addicts are hesitant to volunteer information about 
their struggle. The jobsite may be the last place an addict chooses to be honest, especially given the condemnation they 
have experienced elsewhere. They fear job loss, they may be in denial about their  disease, or, like many smokers or over-
eaters, they may not be ready to change their lifestyle. Even if the employer and the employee work together toward re-
covery, it can be a long and costly effort, with significant worker absence. 

Businesses also are urged to offer addiction treatment and recovery programs as a part of their health benefit menu. With 
the cost of benefits rising and the transfer of expenses to employees, this cannot be an easy decision.   

Numerous responses to the epidemic exist, offered by different levels of government and by private organizations, for-
profit and non, faith-based  and secular. They range from brief detoxification programs, four week recovery treatment cen-
ters,  “recovery high schools” specifically for addicted youth (Worcester has one of five such schools in Massachusetts) 
court and police sponsored programs,  halfway houses and more. In this urgent response to a desperate situation, there is 
little general agreement about a medical and mental health approach,  and too little interagency collaboration. Some solu-
tions are aimed only at preventing overdose deaths, which while a worthy cause, does not necessarily lead to sobriety. 
Many addicts have experienced multiple overdoses, and check into detox facilities frequently. Addiction is an immense 
challenge for the individual, and therefore for any agency hoping to stem the tide. Companies hoping to hire healthy re-
cruits, or support addicted employees towards recovery, won’t find it an easy mission. 

P. Beall, “Igniting an Epidemic,” Sunday Telegram, 7/1/18, www.MArecoveryhs.org, CDC Centers for disease Control and Prevention, www.cdc.gov,. 
Welker, “Forum Discusses Workplace Addiction, “ www.wbjournal.com,6/12/18, M.Salam, “The Opioid Epidemic: A Crisis Years in the Making,” 
nytimes.com,10/26/17, S.Tackett, “The Opioid Crisis: Small Business Owners Face a New Challenge,”cleanfax.com, J. Korzenik, “How Opioid Epidem-
ic Affects the U.S. Economy, www.dhbusinessledger.com,10/11/2017, R. Gorbman, “Opioid Crisis has Growing Cost for  Business,” WXXInews.org, 
4/14/18 



         Volume XVI No. 2           Page 3 

Economic and Financial Overview  

In June, the U.S. economic expansion celebrated its 9th birthday,  making it the longest expansion since a 10 year run that 
began in 1991.  This expansion followed the “Great Recession” (December 2007-June  2009) when the federal government 
executed a  number of efforts to revive the economy. This included an earnest and prolonged program of monetary easing. 
Throughout the expansion, interest rates have been historically very low, inflation also has been low and contained, and the 
GDP level of economic growth  has remained below average (for period since World War II). This pace is normal after a 
financial crisis,  but tends not to characterize the end of an expansion. So, even with interest rates and inflation hinting at an 
upward trend, the labor force nearly at full employment (3.8% unemployment), continued healthy corporate profits, and 
adequate hikes in consumer and corporate spending, most analysts are not anticipating that the expansion is about to burn 
itself out. People are working, albeit with sluggish wage growth. Corporations are enjoying a tax cut, although the greater 
amount of cash has gone to stock  buybacks, dividends and acquisitions, not investment. At present, it appears that economic 
growth could persist for some time. The global economy continues to expand, although unevenly at this point 
 
However, as always exist, there are risks to the current situation. Political uncertainty both here and abroad can be disruptive 
to the economy and markets. Concerns about a possible trade war may inhibit investment, impacting our own economy and 
those overseas. Tariffs themselves can act as a self-imposed inflation and lead to job losses. We have a looming federal debt 
from huge spending. Interest rate hikes could choke consumer and business investments. Higher deficits along with the un-
winding of quantitative easing by the Federal Reserve could ignite inflation.  
     
The Federal Reserve, committed to a gradual increase in the lending rate, has boosted interested rates twice already this 
year. Another 2 increases are expected. The rise in the short end has flattened the yield curve, leaving the quarterly return on 
the Barclay’s down –0.16%. Stocks were volatile during the period. The Dow Jones Industrial Average was slightly up 
+0.70% while the S&P 500 Index gained 2.88%. Small stocks surpassed larger issues as the Russell 2000 Index rose 
+7.43%.  At relatively high valuations, U.S. equities could be vulnerable to investor rebalancing. International developed 
markets dropped by –1.24%, outperforming emerging markets which fell by 8-9%.  

The Generosity of Gen Y 

As noted in previous issues of “Notes from the Assabet,” Millenials are quite different from their Boomer parents. Raised in a 
sea of technology, they turn to a smartphone, tablet or laptop for nearly every purpose. Used to nearly constant contact with 
other people, they are extremely sociable and keep in touch with friends and parents. Not inclined to pour all into career, they 
seek work/life balance. Even in the workplace, they expect to have frequent and personal contact with supervisors. They  aren’t 
impressed by the older behemoth corporations but prefer a flat organization in a smaller, newer company, regular feedback and 
clear potential for advancement. They want to be challenged and to be involved in decisions. A Boomer’s admonition that they 
need to curtail the demands and try a little patience, likely won’t make sense to a young person who doesn’t plan to be in one 
company for long.   

What may appear to be contradictions to the observing Boomer, may not be inconsistent at all. For example, the Millenial   
hasn’t forsaken interpersonal relationships simply because so much is done electronically rather than face to face. Social media 
is a conduit for relationship allowing for contact with many more individuals. Also, by placing value on home life, the  Mille-
nial isn’t necessarily avoiding hard work, he or she may have blurred boundaries between home and work. Both are places for 
meaningful effort. Millenials may be demanding at work, but if offered feedback and a sense that what they do can “make a 
difference,” they dig in. They aren’t whiners. With their economic  and career potential damaged by the Great Recession, they 
still remain confident and assertive. Called “Generation Me” by some, their team orientation and concern for social issues, also 
makes them “Generation We.” They’re creative and are willing to take risks  to make an impact in the world. 

These characteristics show up in Gen Y’s approach to charitable giving where they are generous. More spontaneous in giving, 
they prefer to support individual causes, vividly presented, rather than contribute to large institutional funds. More self-directed 
in their  giving, they appreciate transparency, and use the internet to research and evaluate potential recipients. As at work, they 
want to feel a part of a solution, and may want to volunteer actively or on committees. Their causes are a part of their identity 
and these are apt to be shared on social media. Causes that attract Millenials include human rights, climate change, health care, 
and they warm to new ideas. Accused of narcissism by some, so far Millenials don’t seem to be charitable in order to get their 
name on the building. They want to change the world.  

S.Goldseter, M. Moody, “How the Next Generation is Changing Charitable Giving,” knowledge,wharton,upenn,edu, 2/13/18,J. Fromm,”Millenials are Influ-
encing the Future of Philanthropy,” https://www.forbes.com,2/25/17, N.Fandos, “Connections to a Cause: The Millenial Way of Charity,” www.nytimes.com, 
11/3/16,.  Depew, “Learn About Millenials and  Charity,” www.balancesmb.com, 3/5/18, J Hawthorne,”6 Ways the Millenials are Changing Charitable               
 Giving, ”https://businessconnectworld.com,5/2/17 
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Relative pay scales for one job and another often provoke outrage. A classic: Why do professional athletes take home mil-
lions of dollars while teachers earn so little? In trying to make sense  of the contrasts, we usually compare “fairness fac-
tors,” the required training, the hourly demands, the stress,  and the value of the role to society at large.  Usually, we end 
up where we began - frustrated. This is because relative pay isn't about the factors we apply. It is about money, either how 
much the employer stands to gain as a result of the worker’s efforts, how much the employer must offer to acquire that 
particular person, or both.  In short, it’s complicated. 

Few people wonder as much about the pay level of a mutual fund money manager.  Yet fund managers earn big money 
which can reach multiple $ millions. Their incomes rise with the type of financial institution: banks being the lowest, then 
insurance companies, brokerages and finally, mutual fund companies. These institutions are not transparent about what 
their managers earn, and it can be a difficult number to track down. In most cases, income derives from a bonus based up-
on returns (a fund performance factor) and a salary which includes some cut of the specific fund’s fee revenue (a fund size 
factor). Yet studies of mutual fund manager salaries show that money manager pay isn’t as easily explained as you might 
assume. Studies find that the correlations between pay, and both performance and fund size are weaker than expected.  

Some research shows that the performance and size amounts together do not add up to the total income. Some authors refer 
to that gap as inexplicable, saying that manager pay is a “mystery,” Here again, as with athletes and teachers, pay isn’t  
about  only the factors we think to apply. In this case, the fund manager contributes to the company’s profits not just 
through his/her own fund, but by attracting revenue to the company at large. He/she receives a bonus from a firm-wide 
bonus pool in addition to amounts owing  to their own fund. Highly successful mutual fund  companies excel at inspiring 
confidence, trust and loyalty, that draw and retain investors.  Fund managers, well marketed, are a significant source of this 
success. They are the focus  of marketing brochures and videos, and they are in the spotlight at industry conferences and 
investor meetings. An audience with the manager can be a favor granted to top clients. Managers with dazzle attract inves-
tors to the company, not simply to their own funds, thereby enlarging the firm’s bonus  pool and their own income. 

Top marketers at successful companies tend to view popular fund managers as vital tools in their marketing agenda. The 
gentleman pictured here is a case in point. Peter Lynch was an investment rock star who managed 
the Magellan Fund  for Fidelity between 1977 and 1990. Magellan’s extraordinary (and highly 
unlikely) annual returns averaged 29.2%, making it the world’s best performing mutual fund. 
Asset size soared from $18 million to $14 billion. The point here is not to deny that Lynch earned 
his income through work and talent. Of course he did. But he also confirmed in investors’ minds 
Fidelity’s superiority among fund family. He was paid for that as well. 

With other attributes besides a mind-blowing performance record, Lynch was easy to market.  
Coming from a relatively modest background, he was approachable. He also was very community
-minded and charitable. Best of all, through his books, articles, and lectures, he offered memora-
ble investment principles, building a significant fan base.  “Know what you own, and know why 
you own it.”  “Behind every stock is a company. Find out what it’s doing.” “The person that turns 
over the most rocks, wins the game.” Irresistible, and invaluable to Fidelity’s marketing agenda. 

A. Chokkavelu, “How Peter Lynch Destroyed the Market,” Motleyfool.com, 5/21/10,RR. Kaniel, “Are  Mutual Fund Managers Paid for Investment 
Skill?” corpgov.law.harvard.edu 10/2/17,N.Smith, “Why Are Money Managers Paid So Much is a Mystery,” www.fa-mag.com, 3/19/18, M.  Parietti, 
“This is How Much  Mutual Fund Managers Make,” 12/15/15, www.investopedia.com. 

OUR SUMMER READING: consult www.goodreads.com for reviews 

Wayne: The Coffee Trader, David Liss. A historical fiction set in 17th century Amsterdam, rich in both Jewish and financial history. 
The context of this tale, full of schemes and conspiracies, in the commodities market where coffee was just being introduced. 

Robert: Valiant Ambition, Nathaniel Philbrick. A vivid history of the difficult middle years of the American Revolution, focusing on 
the character and history of George Washington and of Benedict Arnold, and on their tragic relationship. 
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