Benefits and Services

Chapter 13

After studying this chapter, you should be able to:

· Name and define each of the main pay for time not worked benefits.

· Describe each of the main insurance benefits.

· Discuss the main retirement benefits.

· Outline the main employees’ services benefits.

· Explain the main flexible benefit programs.

Benefits

FIGURE 13–1
Annual Health Care Cost Increases—National Averages

FIGURE 13–2
Private-Sector Employer Compensation Costs, December 2006

Policy Issues in Designing Benefit Packages

TABLE 13–1
Mandated and Discretionary Benefits

Pay For Time Not  Worked

Pay for Time Not Worked

· Unemployment Insurance

· Provides for benefits if a person is unable to work through no fault of his or her own.

· Is an employer payroll tax that is determined by an employer’s rate of personnel terminations.

· Tax is collected and administered by the state.

· Vacations and Holidays

· Number of paid vacation days varies by employer.

· Number of holidays varies by employer.

· Premium pay for work on holidays.

TABLE 13–2
An Unemployment Insurance Cost-Control To-Do Checklist

Pay for Time Not Worked (cont’d)

· Sick Leave

· Provides pay to an employee when he or she is out of work because of illness.

· Costs for misuse of sick leave

· Pooled paid leave plans

· Parental Leave

· The Family Medical Leave Act of 1993 (FMLA)

· Up to 12 weeks of unpaid leave within a one-year period.

· Employees must take unused paid leave first.

· Employees on leave retain their health benefits.

· Employees have right to return to job or equivalent position.

Pay for Time Not Worked (cont’d)

· Severance Pay

· A one-time payment when terminating an employee.

· Reasons for granting severance pay:

· Acts as a humanitarian gesture and good public relations.

· Mirrors employee’s two week quit notice.

· Avoids litigation from disgruntled former employees.

· Meets Worker Adjustment and Retraining Notification (“plant closing”) Act requirements.

· Reassures employees who stay on after the employer downsizes its workforce of employer’s good intentions.

Pay for Time Not Worked (cont’d)

· Supplemental Unemployment Benefits (SUB)

· Payments that supplement the laid-off or furloughed employee’s unemployment compensation.

· The employer makes contributions to a reserve fund from which SUB payments are made to employees for the time the employee is out of work due to layoffs, reduced workweeks, or relocations.

· SUB payments are considered previously earned compensation for unemployment calculation purposes.

FIGURE 13–3
Your Rights Under the Family and Medical Leave Act of 1993                               Needs to be posted where employees can read this notice.

FIGURE 13–4
University Family Illness Leave Request
Available through the HR Department or on-line at the company website form page.

Insurance Benefits

· Workers’ Compensation

· Provides income and medical benefits to work-related accident victims or their dependents, regardless of fault.

· Death or disability: a cash benefit based on earnings per week of employment.

· Specific loss injuries: statutory list of losses.

· Controlling workers’ compensation costs

· Screen out accident-prone workers.

· Make the workplace safer.

· Thoroughly investigate accident claims.

· Use case management to return injured employees to work as soon as possible.

Insurance Benefits (cont’d)

· Hospitalization, Health, and Disability Insurance

· Provide for loss of income protection and group-rate coverage of basic and major medical expenses for off-the-job accidents and illnesses. 

· Accidental death and dismemberment

· Disability insurance


· Offer through most large companies to their employees at a discount.

FIGURE 13–5
Access to and
Participation by
Workers for Selected Benefits, Private Industry, March 2006

HMO’s

Insurance Benefits (cont’d)

· Health Maintenance Organization (HMO)

· A medical organization consisting of specialists operating out of a health care center. 

· Provides routine medical services to employees who pay a nominal fee.

· Receives a fixed annual contract fee per employee from the employer (or employer and employee), regardless of whether it provides that person with service.

Insurance Benefits (cont’d)

· Preferred Provider Organizations (PPOs)

· Groups of health care providers that contract to provide services at reduced fees.

· Employees can select from a list of preferred individual health providers.

· Providers agree to discount services and to submit to utilization controls.

· Employees using non-PPO-listed providers may pay all costs or only costs above the reduced fee structure for services.

Trends in Health Care Cost Controls

Other Cost-Control Options

Insurance Benefits (cont’d)

· Laws Influencing Health Care Benefits Issues

· Retirement and Pension Plans

· Employee Retirement Income Security Act of 1974 (ERISA)

· Mental Health Benefits

· Mental Health Parity Act of 1996

· Family Leave

· Family Medical Leave Act

· The Newborn Mother’s Protection Act of 1996

· Health Insurance

· COBRA requirements

· Health Insurance Portability and Accountability Act of 1996 (HIPAA)

ERISA

· The Employee Retirement Income Security Act of 1974 (ERISA) is a federal law that sets minimum standards for most voluntarily established pension and health plans in private industry to provide protection for individuals in these plans.

· ERISA requires plans to provide participants with plan information including important information about plan features and funding; provides fiduciary responsibilities for those who manage and control plan assets; requires plans to establish a grievance and appeals process for participants to get benefits from their plans; and gives participants the right to sue for benefits and breaches of fiduciary duty.

Mental Health Parity Act of 1996

Summary Of The Law: 

· President Clinton signed the Mental Health Parity Act of 1996 (P.L. 104-204) into law on September 26, 1997. With the leadership of Senators Pete Domenici (R-NM) and Paul Wellstone (D-MN), this landmark law, which received unprecedented bipartisan support, begins the process of ending the long-held practice of providing less insurance coverage for mental illnesses, or brain disorders, than is provided for equally serious physical disorders.

FMLA

· The Family & Medical Leave Act (FMLA) allows ”eligible” employees to take off up to 12 work weeks in any 12 month period for the birth or adoption of a child, to care for a family member, or if the employee themselves has serious health condition.

For more information on this Act see:

The Newborn Mother’s Protection Act of 1996


COBRA:

· The Consolidated Omnibus Budget Reconciliation Act (COBRA) gives workers and their families who lose their health benefits the right to choose to continue group health benefits provided by their group health plan for limited periods of time under certain circumstances such as voluntary or involuntary job loss, reduction in the hours worked, transition between jobs, death, divorce, and other life events. Qualified individuals may be required to pay the entire premium for coverage up to 102 percent of the cost to the plan.

FIGURE 13–6
COBRA Record-Keeping Compliance Checklist

Other Benefits Issues

· Life Insurance

· Types

· Group life insurance

· Accidental death and dismemberment

· Personnel policies

· Benefits-paid schedule

· Supplemental benefits

· Financing

· Benefits for Part-Time and Contingent Workers

· Leave and health benefits are now more commonly available to part-time workers.

· Benefits for long-term independent contractors.

Retirement Benefits

· Social Security (Federal Old Age and Survivor’s Insurance)

· A federal payroll tax (7.65%) paid by both the employee and the employer on the employee’s wages

· Retirement benefits at the age of 62 

· Survivor’s or death benefits paid to the employee’s dependents

· Disability payments to disabled employees and their dependents

· The Medicare program

Retirement Benefits (cont’d)

Retirement Benefits (cont’d)

Retirement Benefits (cont’d)

Retirement Benefits (cont’d)

· Employee Retirement Income Security Act (ERISA) of 1974 

· Established guidelines for “qualified” pension plans.

· Requires fiduciary responsibility.

· Pension Benefits Guarantee Corporation (PBGC) 

· Insures plans that terminate without sufficient funds to meet obligations.

· Guarantees only defined benefit plans.

· Pays individual pensions up to $49,000 per year.

Retirement Benefits (cont’d)

· Employees’ Vesting Rights under ERISA

· Cliff vesting 

· Gives participants full right to the employer’s matching contribution after three years of service.

· Graded vesting 

· Gives participants an increasing right to the employer’s matching contribution over a six year schedule of 20% after two years of service and 20% for each succeeding year thereafter.

Retirement Benefits (cont’d)

· Early Retirement Windows

· Specific employees (often age 50-plus) are offered an incentive to voluntarily retire earlier than usual.

· The incentive is a combination of improved or liberalized pension benefits plus a cash payment. 

· Older Workers’ Benefit Protection Act (OWBPA)

· Imposes limitations on waivers that purport to release a terminating employee’s potential claims against the employer based on age discrimination.

Personal Services

· Credit Unions

· Separate businesses established with the employer’s assistance to help employees with their borrowing and saving needs.

· Employee Assistance Programs (EAPs)

· Provide counseling and advisory services:

· Personal legal and financial services

· Child and elder care referrals

· Adoption assistance

· Mental health counseling

· Life event planning

Personal Services (cont’d)

Family-Friendly Benefits

· Subsidized child care

· Sick child benefits

· Elder care

· Time off

· Subsidized employee transportation

· Food services

· Educational subsidies

· Fitness and medical facilities

· Flexible work scheduling

FIGURE 13–7
Sample Survey of Employee Needs

Flexible Benefits Programs

· Cafeteria (Flexible Benefits) Approach

· Each employee is given a limited benefits fund budget to spend on preferred benefits.

· Types of plans

· Flexible spending accounts

· Core plus option plans

· Flexible Work Arrangements

· Flextime schedules

· Compressed workweek schedules

· Job sharing

· Work sharing

· Telecommuting

K E Y  T E R M S
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