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Worker Benefits—and Their Costs—
Vary Widely Across U.S. Industries

Many factors influence what is offered and what employers spend

Overview

The financial well-being of American families is fundamentally driven by the labor market and the relationships
workers have with their employers. In 2013, the most recent year for which data are available, 83 percent of tax
filers reported income from an employer.! However, the contribution employers make to household financial
security goes beyond wages and salaries to include benefits, including paid leave, retirement plans, health

insurance, and nonhealth insurance such as disability, that are designed to help workers manage and prepare for
financial challenges.

Along with pay and working conditions, the availability of benefits contributes to the quality and desirability of
jobs and for many years has been an important thread in the fabric of the employment relationship.? Benefits,
of course, come at a cost that is typically shared by workers and employers and although each addition or
improvement to the package offered raises those costs, many employers choose to provide them in an effort
to align with norms in their industry, be competitive in recruiting and retaining high-quality employees, and
demonstrate their commitment to worker well-being.3

Employers remain central to the nation’s system of private and social insurance.* Most people who have health
insurance and retirement savings plans get them through their workplaces.> Researchers have long tracked the
evolution of the relationship between employer and employee,® and recent analyses suggest that benefits are a
key indicator for shifting workplace relations.’

But the data on the type of benefits provided today and the price businesses pay for them are not widely
accessible. This brief fills that gap using the latest available data from the Bureau of Labor Statistics’ National



Compensation Survey to examine which benefits different types of employers provide and which factors
influence the costs. The analysis found, broadly, that two employers offering the same benefit might pay different
amounts, and two workers earning the same wage could, owing to benefits, have radically different levels of total
compensation. The key findings include:

e Employers provide workers with a wide array of benefits beyond pay. Workers' access varies by the type of
benefit, but the median job has benefits that cost the employer 38 cents for each dollar spent on wages.

e Employers spend the most on wages, nonhealth forms of insurance, and legally required benefits. The typical
employer spends far more on wages than on benefits. At the median, employers spend the most on short- and
long-term disability and life insurance and on state- and federally mandated benefits, such as Social Security.

e Employer spending varies dramatically within categories. Benefit costs are influenced by many factors,
including the quality of the benefit provided, the size and type of employer, and the type of job each worker
holds.

e Benefit offerings and spending vary substantially by industry. Employers in mining and extraction and those in
utilities spend significantly more on benefits than those in other sectors. In contrast, employers in low-paying
sectors such as retail provide few benefits and spend relatively little on them.

e Establishment size and spending on benefits do not consistently correlate.

e Jobs with higher pay also tend to have more expensive benefits. Each additional dollar of average hourly pay is
associated with another 67 cents per hour in employer spending on benefits.

o Benefits spending creates substantial variation in total compensation among workers earning the same pay. A
quarter of those making about $15 per hour receive less than $4.02 in benefits, but another quarter get more
than twice that amount.

This brief examines these findings in depth, focusing on overarching patterns of benefit provision because of

the importance of benefits to workers and the enormous variation in offerings and costs across employers.
Differences also emerge when the data are viewed by industry, worker wage, and establishment size, but
discussing every instance of variation is beyond the scope of this analysis. To supplement the findings, The

Pew Charitable Trusts developed an interactive tool, available at http://www.pewtrusts.org/en/multimedia/
data-visualizations/2016/how-do-us-workplace-benefits-differ, that allows users to explore how industry,
establishment size, and level of pay affect the benefits available to workers in different jobs, how much their
employers pay to give them those benefits, and the variation in benefit provision and employer cost for industries
and establishments of interest.

Background

Employers in the United States incur costs to provide their employees with benefits. At a minimum, employers
pay for a set of legally required benefits, including Social Security, Medicare, state and federal unemployment
insurance, and workers’' compensation. Many employers also choose to offer their workers an array of additional
benefits. The data capture establishment spending on benefits but do not address how workers perceive benefits
or the role of benefits in workers' financial lives.

Most employees see employer-provided benefits as important for their financial well-being and prefer benefits to
equivalent increases in pay. In the 2014 Survey of American Family Finances—a Pew-commissioned, nationally
representative survey examining how diverse families were faring in today’s economy—98 percent of workers
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with employer-provided health insurance described it as important to their households' financial security.
Although the benefits are quite different, rates for retirement plans and paid leave were similar. Further, when a
subset of respondents were offered a hypothetical choice between receiving health and retirement benefits or a
pay increase equivalent to money their employers spent on those benefits, more than three-quarters said they
preferred to receive the benefits.®

About the Data

Data in this brief come from the March 2014 National Compensation Survey's (NCS') Employer
Costs for Employee Compensation under an agreement between Pew and the U.S. Bureau of
Labor Statistics (BLS). The NCS is a panel survey of employers operating in the United States
and covers all jobs in the American labor force excluding federal and agricultural workers.

The primary sampling unit is an “establishment”—that is, a single location where business

is conducted, such as a single grocery store rather than a firm, which would include the legal
entity as a whole and all of the locations where it does business.

This analysis is restricted to private sector establishments, including those from for-profit

and nonprofit employers and excluding state and local government jobs. Each sampled
establishment reported to the BLS on a number of randomly selected jobs based on the number
of workers it usually employs.” If two jobs at an establishment were at different levels and in
different occupations, the reported benefits packages and their costs could vary substantially.
The NCS’ approach to data collection yields a nationally representative set of jobs in the
American economy for a specific economic quarter.

Notably, although small establishments, which are defined by the number of employees, are
greater in number nationally, larger ones predominate in these data because most jobs in the
economy are found at worksites with 50 or more employees. Nevertheless, because the data
include almost 44,000 private sector jobs and capture the full diversity of benefits and pay that
employers provide those workers, they support a robust examination of the benefits offered

to specific subgroups of employees. This analysis uses industries as identified by the North
American Industry Classification System.” The data cover 18 industries.

Throughout this paper, employer costs are expressed in dollars per hour an employee works,
which facilitates the comparison of benefit and salary costs across diverse schedules and
pay arrangements. In addition, benefits are grouped into six categories indicated by the data:
paid leave, supplemental pay, health insurance, nonhealth insurance (such as life insurance
and short- and long-term disability), retirement, and legally required benefits (such as Social
Security and unemployment).

If a worker is on vacation or otherwise temporarily away from work when the data are collected, that person’s job
could still be selected for inclusion in the data.

1T The NAICS groups industries and offers several levels of detail (https://www.census.gov/eos/www/naics). This
analysis uses two-digit NAICS codes, describing broad industry sectors.



Though most demographic subgroups shared this preference for the benefit over the pay increase, it was notably
stronger among those whose households already received the benefit, compared with those who lacked it.

For example, with regard to health insurance, 87 percent of workers with coverage would opt for the benefit,
compared with 60 percent of those not covered.

These findings show how highly workers value their benefits and confirm that most workers—particularly those
accustomed to having them—view benefits as different from and contributing other value to household financial
well-being than pay.

Employers provide workers with a wide array of benefits
beyond pay

Identifying the full array of benefits that employers may offer their workers is a key first step in understanding
how benefits might contribute to the financial well-being of workers. Figure 1 shows the percentage of U.S. jobs
that offer each type of benefit. (See the supplemental tables, available at http://www.pewtrusts.org/sitecore/~/
media/Assets/2016,/07/US_worker_benefits_supptables.xlIsx, for a full explanation of each benefit type.)

Figure 1
Employers Pay for a Variety of Employee Benefits
Share offering each type of benefit, 2014
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In today's private sector labor force, almost all workers have access to at least some benefits, but the proportion
of jobs that provide a given benefit vary widely. Although nearly 8 in 10 jobs offer supplemental pay for overtime
work, which is mandatory for some classes of employees, only about 1in 10 offers extra pay as a benefit for
working specific shifts.

Substantial variation also is found within categories of benefits. For example, private sector jobs are much more
likely to offer employees access to defined contribution retirement plans, including 401(k)s, than defined benefit
plans, such as pensions.’ Similarly, large segments of the labor force have access to paid time off on holidays and
for vacations, but paid sick leave is rarer.

Employers spend the most on wages, nonhealth insurance,
legally required benefits

Employers typically spend substantially less on benefits than pay. Nationally, median hourly wages in 2014 were
$15.61 and total benefit costs were about 40 percent of pay. Although retirement and health insurance occupy the
lion's share of attention when people think of benefits, employers at the median spend less on these categories
than on other types of benefits. Rather, they spend the most on nonhealth insurance, such as short- and long-
term disability, and on legally mandated benefits including Social Security, which provide employees with
continuity of pay in the event of a financial shock. (See Figure 2.) For each hour the median employee works, the
employer pays $1.88 for health insurance and $2.16 each for nonhealth insurance and legally mandated benefits
that are tied to a worker's pay level.

Median employer spending on health insurance and retirement savings programs reflects the large number of
workers who do not get those benefits. By contrast, the highest-cost benefits are widely offered and expensive, in
part because some are required by law.

Figure 2
Nonhealth Insurance, Legally Required Benefits Cost Most
Median spending by U.S. employers by category, 2014
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The data show that this pattern of employer spending persists even when considering only employees who receive
each benefit. Employers pay a median of $3.12 per hour worked for nonhealth insurance benefits, compared with
$3.06 for health insurance. Employers typically spend a dollar per hour worked on retirement plans.

Supplemental pay, such as overtime and bonuses, represents only a small additional cost for employers,
suggesting that few employees with access to that benefit actually use much of it. This is probably in part
because many employers control employee schedules and can minimize expenses in this category. In addition,
although employers in the finance, insurance, and real estate industries sometimes pay substantial bonuses, such
cases are relatively few and do not substantially affect estimates of median costs for employers.

Employer spending on benefits varies dramatically within
categories

Employers offering the same type of benefit may incur significantly disparate costs as a result of the diversity of
plans within each category, differences in benefit markets, and other factors. For instance, two employers may
provide their workers with health insurance, but the plans may be designed with different terms, costs, and risks.
Characteristics of a job—including whether it is full or part time, whether it is covered by a union contract, and
the wage it earns—also correlate to the cost of benefits.

Figure 3 shows the range of costs among those employers offering each type of benefit in 2014. For example, a
quarter of employers spent less than 40 cents per hour of work on retirement plans, while another quarter spent
more than five times that much.

When developing a compensation package, employers balance various and sometimes competing concerns,
including cost, the need to recruit and retain talent, and the traditions and norms of their geographic region

and industry. Once an employer decides to provide workers with a given benefit, many factors contribute to its
cost. This study focuses on three: industry, establishment size, and worker wage level. Other variables—such as
whether employees use all or part of their paid leave and the employer's choice of benefit provider—are beyond
the scope of this analysis.

Benefit offering and spending varies substantially by industry

Within most industries, employee occupations and pay grades vary widely. For example, although the
professional, scientific, and technical services sector is frequently associated with lawyers and scientists,
establishments in that industry also employ lower-paid support staff, administrative and janitorial workers, and
others whose occupations, authority, and pay do not generally command high levels of benefit spending.”®

Nevertheless, significant differences in benefit spending exist across industries, even after controlling for pay,
establishment size, worker union status, region, and other characteristics.” Establishments in the mining and
extraction industry and in utilities spend significantly more on benefits than do employers in other sectors.

For instance, the average mining job provides over $5 more in benefits per hour worked than the average
construction job. And the data show that in industries where more is spent on benefits generally, employers
spend more both in dollars and as a proportion of pay. This is because establishments in high-spending industries
offer many types of benefits and spend generously on them, and some industries are subject to regulatory
requirements that dictate unique requirements for benefits, among other reasons.



Figure 3
Employer Costs for the Same Benefit Can Vary Widely
Range of costs by benefit type, 2014
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Other industries, particularly those associated with low pay and inconsistent work hours, offer fewer types of
benefits and spend less on the ones they do provide."” For instance, employers in the administrative sector are
significantly less likely than those in other industries to offer health insurance. Employers in the accommodation
and food service and the retail trade sectors spend little on benefits compared with those in other industries.

Most of the gap in benefit expenditures between high- and low-spending industries, however, is explained by the
greater prevalence of low pay and part-time workers in low-spending industries, rather than by peculiarities of a
specific industry. For instance, the typical job in the arts, entertainment, and recreation sector provides benefits
that cost employers twice the price of the benefits offered by the typical job in the accommodation and food
services sector.”® However, after controlling for worker wage and part-time status in the latter sector, the cost
differential is not significant."



Establishment size and spending on benefits do not
consistently correlate

The market for purchasing benefits is not the same for all employers. Some data suggest that benefits providers
have lower administrative and marketing costs when servicing large employers versus those with smaller
numbers of workers'™ because of risk pooling—the ability to spread the cost of a catastrophic event across more
participants—and economies of scale, which reduce the price per participant. Perhaps because they pay more
per worker, smaller establishments offer fewer benefits than larger ones and, at least with respect to health
insurance, engage in more cost-sharing with employees.'®

In the aggregate though, assessing the relationship between establishment size and employer costs for benefits
is complicated by two factors. First, larger establishments tend to pay employees more than smaller ones

do. Second, across the five benefit categories, large establishments are more likely to offer benefits to their
employees than smaller ones are. For example, an establishment with 60 employees is 50 percent more likely
than one with 10 employees to offer health insurance."”

Generally, total benefit spending increases with the size of the establishment, but this is because larger
establishments offer more benefits. Within a given benefit category, however, establishments appear to spend
comparable amounts regardless of size. The data do not address the quality of individual benefits packages,
though, or the value a business gets for its expenditures.’®

For example, consider employees in the middle pay tier of the professional services, scientific, and technical
services industry. For these workers, no consistent relationship is evident between cost and establishment size,
even when the analysis is restricted to employers that provide a given benefit. (See Table 1.) Small establishments
in that industry and wage tier that offer paid leave pay less for it than large establishments. At the same time,
small establishments pay more for a retirement plan than do medium-size or large establishments. This pattern

is repeated across industries and for workers of different wages. Sometimes small establishments pay more,
sometimes less.

Table 1
Establishment Size Is Not Consistently Related to Benefit Cost

Median spending on 3 benefits in midsize, midpay, professional, scientific, and
technical establishments in dollars per hour worked, 2014

Number of employees “ Retirement Leave

Fewer than 10 $3.68 $2.30 $3.25
10-50 $2.92 $1.20 $3.13
More than 50 $3.54 $1.74 $3.36

Sources: Pew analysis of Bureau of Labor Statistics' National Compensation Survey data
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The wide variation
In benefit spending
among employers
means two workers
who earn similar
Incomes may have
very different total
compensation.

Jobs with higher pay also tend to have
more expensive benefits

Although a few employers have always provided some ancillary benefits,
historians date a sharp but unequal rise in benefit spending as a share

of total compensation to the period during and just after World War ll,
when wages were frozen nationally as part of the war effort.” Without the
ability to compete on pay, employers used increasingly generous benefits
packages to attract and retain top-quality workers.

The data do not indicate that among low-paying jobs, benefits spending

is used to compensate for low wages. Rather, 70 years after the war-

era wage controls were lifted, higher-paid and higher-status employees
receive costlier benefits than do lower-paid workers. Controlling for other
factors, jobs with higher pay generally also come with more extensive and
expensive benefits packages. Specifically, each additional dollar of average
hourly pay is associated with another 67 cents per hour in employer
spending on benefits.°

Figure 4 shows the stark difference in benefit spending as a function of
worker pay. Overall, the median employer spends 38 cents on benefits for
every dollar in salary. For instance, among construction jobs, employees in
the lowest third of the industry’s income range typically receive 28 cents’
worth of benefits for every dollar in pay, compared with 49 cents in the
highest third. And this strong relationship holds true across industries

and establishment sizes. For example, employers in construction typically
spend $3.60 per hour worked on benefits for employees in the lowest third
of wages, $7.55 for workers in the middle third, and $18.22 for workers

in the highest third. Overall, benefits widen rather than narrow wage
disparities among workers within and across industries.

Benefits spending creates substantial variation in total compensation
among workers earning the same pay. An examination of total
compensation, which includes the wages and salaries paid to workers
plus employer-paid costs of benefits, can offer insights into how different
jobs might contribute to families’ economic health. The wide variation in
benefit spending among employers, however, means two workers who
earn similar incomes may have very different total compensation.

Figure 4, in addition to showing the variation in benefit spending at
different wages, also presents the range of employer spending on benefits
for jobs at the same pay level. The median job pays about $15 per hour and
typically provides an additional $6.10 in spending on benefits. However,
not all workers at that pay can expect to receive that compensation.

A quarter of those making about $15 per hour receive less than $4.02

in benefits, and another quarter receive more than twice that. Among



workers making $25 an hour, employer benefit spending is higher than for those earning less, as discussed in
the previous section, but it also ranges more widely. Lower-paid workers also could end up with substantially
different amounts of total compensation, but the range is narrower. For workers earning about $7 an hour, a
quarter of jobs have benefits that add less than a dollar to employee wages while another quarter add $1.59 per
hour worked. The range of benefits increases at higher levels of pay.

Figure 4

Benefit Spending, Total Compensation Can Vary Widely in and
Across Wage Levels

Range of total benefit spending by employee pay, 2014
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The findings on total compensation provide the clearest picture of how benefits spending can affect workers’
financial security. Insofar as benefits spending translates into improved financial well-being, the wide disparity

in such expenditures could produce a substantial security gap among workers at a given income level. Although
the data do not speak directly to financial well-being, these gaps in total compensation suggest that, at the same
wage, differences in financial well-being driven by total compensation could be stark.

Of course employer spending on benefits may not translate directly into economic well-being for employees.
For instance, if an employer spends heavily on a low-quality benefit, such as a health plan with prohibitively high
out-of-pocket costs or premiums that workers cannot afford, or one that is not widely used, employees may not
be much better off than if they did not have the benefit. Still, total compensation gives a fuller picture than does
income alone.

Conclusion

Previous research using data from the Pew Survey of American Family Finances described many U.S. families as
financially vulnerable and insecure.?’ Households struggle to meet challenges from financial shocks and have
little savings. In this landscape, understanding not only the difficulties that people face but also the factors that
they identify as sources of financial resilience and strength can help drive development of effective policies and
programs to support families’ economic health.

This analysis shows how widely access to and costs of benefits vary. Two employers offering the same benefit
may pay different prices, and two workers earning the same wage could, owing to benefits, have radically
different levels of total compensation. In the context of this wide variation, further research is needed to assess
the impact on benefits provision and spending of new state and federal policies related to retirement, health
insurance, and overtime pay.

Although further exploration is needed to gauge how much impact a dollar of employer benefit spending has
on workers' financial health, Pew's survey data suggest that, in general, people feel their benefits contribute to
economic well-being.

11
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approach to improve public policy, inform the public, and invigorate civic life.
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