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Voluntary Benefits Boost Value of Benefit Plans
As slow economic growth makes 

it challenging for employers to fund 
large pay raises and more generous 
benefits, many Human Resources pro- 
fessionals are turning to voluntary 
benefits, such as supplemental medi-
cal and accident insurance, as a way to 
improve employees’ perceptions of  
the value of  their company’s benefits 
package, according to the results of   
a recent study, “Benefits USA 
2012/2013,” released by Compdata 
Surveys in November. 

The report is based on an analysis 
of  data collected from more than 
4,500 benefit plans covering over  
13 million employees across the 
country. The study looked specifi-
cally at benefits eligibility and admin-
istration policies, including detailed 
information on benefit plans, premi-
ums, and provisions. 

Although they are provided 
by employers, the entire premium 
costs of  voluntary benefits are paid 
for by the employees choosing to 
enroll in them. The study found that 
49.6% of  employers offer accident 
insurance and more than one-third 

of  companies offer cancer care to 
employees as voluntary benefits. The 
results further indicated that 28.4% 
offer legal assistance, 25.2% provide 
universal life, 11.3% offer parking 
perks, and 9.4% offer pet insurance 
as voluntary benefits.

“Offering voluntary benefits is a  
great way to enhance a company’s 
benefits package. The key is to 
find out which benefits are most 
important to your staff  and work 
from there,” said Amy Kaminski, 
vice president for Compdata Sur-
veys. “Most voluntary benefits cost 
employers little to nothing to offer, 
yet the perceived value the benefits 
provide to employees is significant.”

Many employers are also adding 
flexible benefit programs to their 
benefit plans. These include flexible 
spending accounts, which allow  
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employees to set aside pre-tax dollars from 
each paycheck to use for qualified expens-
es, such as medical and dental expenses 
not covered by insurance or dependent 
care expenses. The analysis showed that 
89.7% of  companies offer a flexible 
spending account, and that 23.6% of  em- 
ployees at these companies enroll in them.

Many employers offer a range of  
discounts or other forms of  support for 
both work-related and leisure expendi-
tures. For example, the findings indicated 
that 26% provide uniforms and 21.8% 
offer company cafeteria discounts, while 
16.3% offer movie ticket discounts and 
14.5% offer car rental and hotel discounts.

In addition, a growing number of  
companies are offering relatively low-cost 
perks that make it easier for employees to 
maintain their work-life balance. The study 
found that 88.1% now offer employee as-
sistance programs (EAPs), which provide 
access to counseling services in times of  
crisis. Many employers are also offering 
emergency day care services, laundry and 
dry cleaning services, free lunches, and 
even on-site massage therapy. “Providing 
this type of  service can be a great way to 
boost employee morale at minimal cost 
to the company,” researchers observed.

Moderate Executive  
Pay Raises in 2013

As U.S. companies seek to limit execu-
tive compensation increases in the ab-
sence of  meaningful performance gains, 
growth in executive pay is expected to be 
more moderate in 2013 than in previous 
years, as reported in a new survey con-
ducted in October 2012 by compensation 
consultancy, Pearl Meyer & Partners. 

The survey included 167 participants: 
58 executive officers, 38 board members, 
and 71 Human Resources professionals at 
organizations ranging from Fortune 50 to 
emerging high-growth companies. Nearly 
one-third of  respondents reported that 
they will cut or freeze CEO base salaries  

in the coming year. Moreover, only 
28% anticipate that performance-based 
bonuses will exceed 2012 levels, and just 
35% expect to provide an “above target” 
payout for exceeding performance goals. 

“For more than two decades, the tra-
ditional ‘sweet spot’ for executive salary 
increases was 3% to 5% annually—now 
companies are tying levels more directly 
to actual performance by holding salaries 
flat or even cutting in poor years and 
making bumps of  5% to 10% in strong 
years,” said Jim Heim, a managing direc-
tor at Pearl Meyer & Partners.

Heim stated that companies are strong-
ly affected by the more activist investor 
environment, concerns over “Say on Pay” 
advisory votes, and the increased disclo-
sure and scrutiny of  programs. “We’re 
seeing companies make a deliberate effort 
to increase the rigor of  their decision-
making—including more documentation, 
more discipline, and more reliance on 
actual facts and circumstance,” he said.

Results also showed that stock options 
continue to be favored by smaller compan- 
ies and in certain sectors, even as perform- 
ance shares are increasing in prevalence 
across virtually all company size and in-
dustry categories. While options account-
ed for 42% of  all executive long-term 
incentive (LTI) value for companies under 
$100 million in revenue and 44% of  LTI 
value for IT executives, they accounted 
for only 16% of  LTI value at companies 
with revenues over $10 billion. Meanwhile, 
performance shares accounted for 52% 
of  LTI value at the largest companies, but 
only 26% of  LTI value at companies with 
revenues less than $100 million.

Researchers pointed out that in deter-
mining bonus payouts, companies increas-
ingly are combining two or more different 
performance metrics, such as revenue 
growth and EPS, but that profit-based 
measures continue to receive the greatest 
weighting. They also observed that, while 
strategic and non-financial measures are 
also commonly considered by organizations, 
they rarely weigh heavily in the bonus 
calculation.
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In addition, performance conditions 
tend to vary considerably by industry. For 
example, the industrials/materials sector, 
where more than half  expect to pay an 
above target payout, had the most opti-
mistic projections. According to Heim, 
it is a positive sign that companies’ pay 
predictions for 2013 and their approach 
to pay-for-performance programs also 
varied widely in the survey. “The devil is 
always in the details, and programs often 
are based on factors such as industry, 
company size, and the company’s most re-
cent Say on Pay vote results,” he said.

Competition Among 
Health Insurers Down 

In many areas of  the country, there 
is relatively little competition among 
commercial health insurance providers, 
according to the results of  an analysis of  
consolidation trends in U.S. health insur-
ance markets conducted by the American 
Medical Association (AMA). 

In the 2012 edition of  its annual report 
on competition in U.S. health insurance 
markets, which looks at commercial health 
insurance market shares and market con- 
centration levels for 385 metropolitan ar-
eas in all 50 states, the AMA warned that 
anticompetitive market power is wide-
spread for each of  the three most popular 
managed care plans in the U.S. For the 
first time, the latest analysis also examined 
insurer competition in the markets for 
point-of-service plans (POS), as well as in 
health maintenance organizations (HMO), 
and preferred provider organizations (PPO).

“The new data demonstrate that most 
areas of  the country have a single health 
insurer with an anticompetitive share of  
the HMO, PPO, or POS market,” said 
AMA president, Jeremy A. Lazarus, MD.

The results indicated that there is a 
significant absence of  health insurer  
competition in 70% of  the metropolitan 
areas studied. These markets were rated 
“highly concentrated” based on the 2010 

Horizontal Merger Guidelines issued by 
the U.S. Department of  Justice and Fed-
eral Trade Commission. 

The findings revealed that, in 67% of  
the metropolitan areas studied, at least 
one health insurer had an HMO market 
share of  50% or greater; while in 68% of  
the metropolitan areas studied, at least 
one health insurer had a PPO market 
share of  50% or greater, and at least one 
health insurer had a POS market share of  
50% or greater.

The study also identified the 10 states 
with the least competitive commercial 
health insurance markets: Alabama, 
Hawaii, Michigan, Delaware, Alaska, 
North Dakota, South Carolina, Rhode 
Island, Wyoming, and Nebraska. In each 
of  these states, a single insurer accounted 
for a majority share of  the health insur-
ance market. For example, in Alabama a 
single insurer accounted for 88% of  the 
state’s health insurance market.

Researchers observed that consolida-
tion has resulted in the possession and 
exercise of  health insurer monopoly 
power. They also pointed to increased 
premiums, watered-down benefits, and 
insurers’ growing profitability as evidence 
that highly concentrated markets harm 
patients and physicians.

U.S. Retirement 
System Adequate 

The U.S. retirement system has been 
successful in providing adequate retire-
ment resources to Americans, as most 
households have been able to maintain 
their standard of  living when they retire, 
and more recent generations of  retirees 
have been better off  than previous gen-
erations, according to a 2012 study, “The 
Success of  the U.S. Retirement System,” 
released in December by the Investment 
Company Institute (ICI).

The report was co-authored by ICI 
economists Peter Brady, Kimberly Bur-
ham, and Sarah Holden and was based on 



On average,  
more recent  
retirees have  

higher levels of  
resources to draw 
on in retirement 

than previous  
generations.

4

The information contained in this newsletter is for general use, and while we believe all information 
to be reliable and accurate, it is important to remember individual situations may be entirely differ-
ent. The information provided is not written or intended as tax or legal advice and may not be relied 
on for purposes of avoiding any Federal tax penalties. Individuals are encouraged to seek advice from 
their own tax or legal counsel. This newsletter is written and published by Liberty Publishing, Inc., 
Beverly, MA. Copyright © 2013 Liberty Publishing, Inc. All rights reserved.

BENEFITPlan Trends

a wide range of  data sources, such as the 
U.S. Federal Reserve Board’s Survey of  
Consumer Finances. The analysis showed 
that, on average, more recent retirees 
have higher levels of  resources to draw 
on in retirement than previous genera-
tions, and that the U.S. retirement system 
has become better at providing those 
resources. For example, assets earmarked 
for retirement were nearly three times 
larger in mid-2012 than in 1985, adjusted 
for inflation and the number of  U.S. 
households. The report further noted 
that poverty among people aged 65 or 
older has fallen from nearly 30% in the 
mid-1960s to 9% in 2011.

Rather than assessing retirement re-
sources using the traditional three-legged 
stool analogy (with the legs consisting 
of  Social Security, personal savings, 
and employer-provided pensions), the 
report’s authors suggested that retire-
ment resources are better thought of  as 
a pyramid with five basic components: 
Social Security, homeownership, employ-
er-sponsored retirement plans (both de-
fined benefit and defined contribution), 
individual retirement accounts (IRAs), 
and other personal savings.  

Co-author Peter Brady pointed out 
that the composition of  the retirement 
resource pyramid varies to reflect the 
resources available to an individual 
household. He noted that Social Security 
provides resources to nearly all retirees, 
but provides a higher replacement rate to 
retirees with low lifetime earnings than 
to higher-income retirees, who will likely 
rely more on other retirement resources, 
such as employer-provided retirement 
benefits and IRAs.

Households save for a variety of   
reasons throughout their lives, and 
individual savings goals change with age, 
shifting to an emphasis on retirement 
over time. For example, the analysis 

found that, in 2010, only 14% of  house-
holds led by individuals under age 35 re-
ported that retirement was their primary 
savings goal, compared with nearly half  
of  households led by those between the 
ages of  50 and 64. The findings indicated 
that younger households typically are 
focused on other goals: 32% of  house-
holders under age 35 reported that saving 
for education, homes, or other large pur-
chases was their primary saving goal.

“While households save for multiple 
goals, this report makes clear that the 
focus on retirement saving changes over 
the life cycle,” co-author Sarah Holden 
said. She stressed that the retirement re-
source pyramid is a career-long endeavor 
that starts with the foundation of  Social 
Security earned through working. 

Younger households may, for example, 
focus on saving for homes, which will 
provide shelter during their working ca- 
reers and in retirement, Holden noted. 
“Then, retirement saving through employ-
er-sponsored plans, or IRAs typically takes 
center stage,” she said. Holden observed 
that, in 2010, around 80% of  near-retiree 
households had employer-sponsored 
retirement benefits, IRAs, or both.

“This study examines the empirical 
evidence and finds that, contrary to what 
we too often hear, the U.S. retirement 
system has successfully provided genera-
tions of  Americans the resources they 
need in retirement,” said ICI President 
and CEO, Paul Schott Stevens. 

However, Stevens urged policymakers 
considering changes to this program to 
preserve the best attributes of  the sys-
tem, including tax deferral and portabil-
ity, and build on the retirement system’s 
success by strengthening Social Security 
for the long term, expanding coverage, 
and continuing to allow innovation in 
plan design.




