How to Put Together a Competitive Benefit Plan
In a competitive marketplace, every advantage on offer must be taken and used. When looking to recruit or
retain high-quality employees, the benefits package plays an increasingly significant role. But how do you put
together the right package for your workforce? And how do you know what the marketplace expects or will
tolerate?
In this white paper, we will look at how to research and put together the best and most competitive benefit
plan for your company and your workforce.

What Does it Mean to Design a Benefit Plan?
In the past, designing a benefit plan was straightforward. Line items for coverage—the co-pay, the deductible,
the cost of hospital or office visits—would be set, and then the rate for coverage would be set in line with the
value of these benefits.
Everything was clear and linear—there was an obvious path from what was being paid for to how much it
would cost.
Nowadays, things are more complicated; there are a number of factors that must be considered when putting
together a plan.
·
·
·

Legislative mandates
Industry expectations
Competitive recruitment

Legislative Mandates

The introduction of the Affordable Care Act (ACA) has brought with it a significant increase in mandates for
what must be included in benefit plans. Complicating matters further, of course, the ACA continues to change
as different parts of the legislation come into effect or are amended by the legislature. Keeping up with these
changes can seem like an impossible task.
ACA mandates have also led to some employers being more creative with the coverage they offer.
For example, the ACA specifies that an employer must offer coverage to dependents but this does not include
spouses. . Some companies have reacted to this by charging a different contribution rate if your spouse already
has employer coverage available to them through their own job, and they have waived it to get on to your plan.
Non-working spouses are charged a lower rate as they don’t have another company plan they could be on. The
message being transmitted to spouses is that if you have access to a benefit plan through your own employer,
then that’s where you should get your coverage.
This is one clear area where a government mandate for healthcare costs has led to companies changing their
behavior and the kinds of policies they offer.
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Industry Expectations

Each industry has its own set of expectations about what a competitive benefits package should look like. To have
an accurate picture of what this looks like for your own industry, it’s necessary to benchmark exactly what your
direct competitors are offering before you begin to design the plan and consider your pricing structure. Legal
requirements set the baseline for many of these industries; union agreements, historical precedent, and worker
expectations then add another layer of complexity.
When designing a competitive benefit plan, it’s more important than ever to take into consideration what is
happening in your industry, regardless of where in the country your competitors may be located. Modern workers
are more willing than ever before to re-locate in order to find better jobs and a better standard of living for their
families. The Internet allows job-seekers to research a wide variety of companies and develop an understanding of
what is available across the country.

Competitive Recruitment

After carrying out a benchmarking process based on the industry you’re operating in, your plan design must be
refined once more to account for the recruitment environment you’re operating in. Although you should have
benchmarked against local competitors, it is equally important to find out what other, non-competing businesses
in your area are offering
Benefit plans are simply more competitive now than they have been in the past. If you were to benchmark across
the board, the picture is probably that healthcare costs are covered 90/70 by most plans—that is, 90% in network,
70% out of network. For co-pays, $20.00 is still the most common rate. But this is just an average, or a good place
to start.
If other companies in your area—even companies that don’t directly compete in your market—offer more competitive benefits packages to the local workforce, then you may find that you struggle to recruit the caliber of
worker you’re looking for. Even if you’re offering a good plan for your industry in general, if local workers can find
better coverage elsewhere, your recruitment standards could be hit.

Building a Benefit Plan
As we have seen, putting together a competitive benefits package is more challenging for an employer than ever
before. An increasingly competitive health marketplace has contributed to a more complex and overly complicated network of influences and motivations that must be considered before a benefit plan can be finalized.
As discussed above, the first step in this process is always to know exactly what the norms and expectations
are—it can be just as detrimental to your competitive position to offer an overly generous package as it is to offer
a sub-standard plan.

Self-Assessment

Once you have your benchmarking data, then you can begin to assess your own position against the norms and
averages of the market and your geographical location.
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How do your current or proposed plans compare to the benchmarking data? How do they compare to your
nearest competitor? Review these questions based on a clear idea of where you want to position your company in
the recruitment and employee-retention marketplace. Your company could be striving to be a leader, but being
at the front of the pack can be precarious and expensive.
Perhaps you’d rather be more toward the middle of the pack, competitive but not out in front. Perhaps you feel
that your company has other strengths that would appeal to employees, meaning that your benefit plan doesn’t
have to do all the hard work of selling the company to potential new recruits. Where you want to place yourself
within your industry is an important factor when it comes to what kind of benefits package you decide to build.

Communication

Some people feel that, once you have done all the hard work to create a plan for your workforce, that’s when you
should communicate that information to your employees. And it’s true that good communication is essential for
this process to work effectively. However, good communication should mean that the process of discussing
benefit plans with workers should have happened much earlier in the process, and that communication should
continue through each stage.
In reality, what is required here is an education process between employer and employees. Employees may have
certain expectations and demands of a benefit plan, and these should absolutely be included in the planning
process. By having a voice in the process, employees will understand that they have both an investment in the
process as a whole, and an influence on the end result.
However, when building a competitive benefit plan, it is impossible to create a package that pleases everybody.
And as such, it is imperative that the workforce understands the reasons for any shortfall between expectation
and implementation. The foundation for this kind of understanding comes from mutual communication.
For example, for a small employer with a workforce of 15 or so employees, good communication would involve
openly discussing options for a benefit plan, and how healthcare costs are part of the full compensation package
for each worker. Through educating people on what is available, on what is affordable, and how potential plans
will inevitably affect the availability and size of future pay increases, it’s possible to demonstrate how and why a
particular benefit plan is preferable to other available options.
Offering alternative plans or options is a potentially useful option if a company can be flexible in its approach. The
developing trend of private exchanges allows users the ability to control the choices they have to make about
healthcare options. Here they can see how much a policy would cost and make a choice as to whether it’s a
reasonable expense for them and their family.

Alternative Options
The increase in competition in the benefits sector—encouraged by the ACA—means that employers now have
more varied and flexible options than ever before when it comes to healthcare options. When constructing a
benefits package in the ACA era, there are more creative options available to employers than ever before.
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One alternative approach relates to how a plan is financed behind the scenes. Typically, a fully insured premium
has two silos. It has a fixed cost part, which encompasses all the administration of the plan—paying the claims,
cutting the checks, answering the phone, handling eligibility calls with doctors—and then there’s a variable part.
This includes the claims flowing in through the plan and how are they priced. Usually, in a fully insured plan, the
employer’s claims are one premium, and it covers all of the costs of the plan.
However, it is possible to design plans that are partially self-funded, so the employer pays a fixed-cost part, which
may be around 25% of the cost of a fully insured plan, and then that balance is, in effect, a claim put in
reserve—paid out only when a cost is actually incurred.
This option means that the employer will pay less if the plan is used less. And, although they will of course pay
more if the plan is used more, there is a stop-loss point for the maximum, worst-case scenario during the year for
the claims. It’s usually set at a slightly higher margin point than it would be fully insured—perhaps 15% or 20%.
So, the question becomes whether the employer is willing to risk paying a little more for the policy for the possibility that they—and their workforce—could end up spending considerably less.
Perhaps the biggest benefit of the self-funded plan is its transparency: the stakeholders will actually be able to
monitor their claims experience, so they know if their losses are good or bad. Everyone will see—and thus understand—how much the coverage is costing and where the savings or costs are located. In terms of workforce
investment in the process, this can be highly beneficial. Combined with some savings on the premium tax that
self-funded plans can generate, this can make this kind of a plan appealing to employers and employees.

The Benefits of an Expert Partner
As we have seen, creating a competitive benefit plan is a complicated and time-consuming process. There have
never been as many options available to employers as there are now—and the range will likely continue to grow
as the market matures and expands.
In this environment, it can make sense to seek out the help and support of an experienced benefits broker. They
offer one especially invaluable trait: subject-matter expertise.

Choosing the Right Partner

A good broker should, first and foremost, have experience and understanding of the benefits industry as it operates today. Experience is vital—and the ability to adapt and grow as the market adapts and grows should go
hand-in-hand with this experience.
A broker should be researching the market regularly, making sure they have the most up-to-date information
possible for their clients. Having the most recent market data is a powerful tool when negotiating with insurance
companies; a complacent broker won’t have done the work to ensure that you have the numbers you need. In
this case, start looking around for a more dynamic and committed broker.
Regular meetings between the broker and their clients are a must: a broker should keep their clients informed of
relevant market developments and make sure that any changes within the company are accounted for in future
benefit plans.
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Some brokers may not be aware of certain products, such as the more innovative self-funded plans from certain
carriers. If your broker sticks with the same old standard plans and doesn’t mention alternative options, that’s a
red flag—it may stop you from being able to offer the most competitive plans to your employees. Keeping things
“as is” isn’t always a good strategy; in fact, even if you tell your broker that’s exactly what you want, they should
still explain the options to you.

Johnson & Dugan: Partners in Growth
Johnson & Dugan acts as a trusted partner for employers, sharing experience and expertise to help support their
clients with the most up-to-date knowledge on everything you need to know when creating a benefit plan. We
have years of experience in helping our clients assess their benefit-management needs. We provide expert
guidance on how to analyze and assess the different available systems, what each company’s individual needs
are, and how to manage the process to ensure that those needs are met efficiently and within budget.
With our core competencies in plan design, benefits administration, competitive benchmarking, and market
review, Johnson & Dugan empowers employers to spend their benefits dollars wisely in the wake of the ACA.

over thirty-one years, Johnson & Dugan’s highest priority has been to make it easy for companies of all sizes to expertly

Contact us to learn how we can make it easier for you along the way.
www.JohnsonDugan.com | 650-238-3209
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