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The Patient Protection

Use of health care as a form of compen-

and AffO I’d able Cal’e ACt sation by U.S. firms expanded widely

during World War II. Government-

Of 201 O (PPACA) and the mandated wage and salary controls

prompted employers to find another

Issues it hlghllghts have way to pay more in their efforts to

recruit scarce wartime talent. With

many employers thinking  regard to employer-provided health

care, the United States is in another

hal’d abOUt Important historically significant tide-turning

time. What health-care markets will

pal’tS Of the|r pay miX. look like in the coming years is an

interesting subject that will likely
have important ramifications for how people around the world
are paid, especially those in the United States.

Employer Costs for Compensation

Limited public data make it difficult for social scientists wanting
to study compensation packages beyond wages and salaries.
Fortunately, there is one excellent source of data produced
by the U.S. Department of Labor on costs of compensation
to employers.

The Employer Costs for Employee Compensation (ECEC)
survey polls business establishments about their jobs and what
each of those jobs is costing the employer. The ECEC survey
has extraordinary detail on the mix of pay for certain jobs.
And if one has the time or inclination, he/she can apply for
special access to the data, travel to Washington, D.C., and see
the pay mix within extremely narrowly focused occupations. In
this column, however, I only report on publicly available data.

In Q2 2013, the ECEC data from the U.S. Bureau of Labor Statis-
tics (BLS) indicate that though the average U.S. (civilian) worker
earns $21.54 in wage and salary income, the average total cost
to the employer, per hour, is $31.16 (§21.54 for wage and salary
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income + $9.61 for benefit costs

Figure 1
to employers). So, 69.1 percent of
total compensation costs come in
the form of wages and salaries and 127
more than 30 percent are in other s
forms of costs. Of that 30 percent of ‘g’ 11
other costs, a big share (9 percent) §
is in the form of insurance, and §_107
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Fraction of Total Compensation Costs That Come From Insurance,
2004-2013, U.S. Civilian Workers, by Job Category

Gray shading show official date of recessionary period

tion, unemployment insurance and
Social Security (7.8 percent). 01 Q1

Pay Mix Changes by
Job and Over Time

It is interesting to think about how Job Category

this average pay mix has changed m All workers (civilian)

over time. It turns out, a lot.

Figure 1 shows the fraction of U RS O

total compensation costs that come —EElles ) Gifite

in the form of insurance for each of T (T,

construction and maintenance

six very broad occupation catego- :
y p 8 m Service

ries going back almost 10 years.

Q1

m Production, transportation

2004 Q3 2005 Q3 2006 Q3 2007 Q3 2008 Q3 2009 Q3 2010 Q3 2011 Q3 2012 Q3 2013 2013

Q1 Q1 Q1 Q1 Q1 Q1 Q1 Q2
START POINT END POINT
Average total Insurance % of Average total Insurance % of
compensation total compensation | compensation total compensation
Q1 2004 Q1 2004 Q2 2013 Q2 2013
$24.95 7.7% $31.16 9.0%
$20.55 9.4% $25.35 10.9%
$18.81 8.3% $23.56 9.9%
$26.74 7.7% $32.86 9.2%
$14.00 7.7% $16.73 8.3%
$40.64 7.0% $51.74 8.2%

“Production, transportation and and related
materials” has the highest fraction
of compensation costs in the form
of insurance, up to 109 percent
in 2013. At the other end of the spectrum, “management,
professionals and related” has the lowest fraction of compen-
sation costs related to insurance (8.2 percent) with “service” a
very close second (8.3 percent), but presumably for two very
different reasons. The facts that the cost to insure a lower
wage worker is roughly the same as for a higher-wage worker,
and managerial workers are relatively highly paid, means the
share of managers’ compensation paid in insurance will likely
be arithmetically lower than the average. For service workers,
however, the low share of compensation in the form of insur-
ance is more reflective of the lower likelihood of receiving
employer-provided insurance. Only 42 percent of service
workers had access to employer-provided health care (prior
to the PPACA being implemented). Eighty-seven percent of
managerial workers did, according to BLS.

m Management, professional

Source: Institute for Compensation Studies, using BLS Employer Costs for Employee Compensation from www.bls.gov.

What’s Next?

As employers struggle with how best to allocate their
compensation dollars in a shifting regulatory framework,
the ECEC will provide an important record of decision
making on the size of the compensation pie and its various
slices. I expect this piece of pay mix will be front and center
for some time to come. M

The Institute for Compensation Studies (ICS) at Cornell University
analyzes, teaches and communicates about monetary and nonmon-
etary rewards from work, and how rewards influence individuals, companies,
industries and economies. ICS research and leading-edge insight address
compensation issues challenging employers and employees in today’s dynamic
global marketplace. www.ilr.cornell.edu/ics

Send topic suggestions to ics-ilr@cornell.edu.
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