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A growing number of corporations are
establishing means for their employ-
ees to purchase a variety of insurance
coverages through payroll deduction
programs. These programs are by no
means new; they began to surface in the
1960s. Originally, employees secured
supplemental life insurance and selected
AD&D coverage through pavroll deduc-
tion plans. In fact, at one time nearly one
quarter of all such policies were secured
through payreli deductions. But employ-
ees have come to realize that if they
move on to a different company, those
policies are not transferable; years of
'pavments will not have accrued to their
benefit. Some carriers have addressed
this issue and now allow z limited accrual
benefit for employees who resign or who
are terminated.

Because of their nature, payroll plans
are perceived as an employee benefit
that can be offered at no cost to the
emplover. For their part, employees
believe that they are getting a special rate
for coverage—for which they are graze-
ful. If your company is considering pay-
roll insurance plans, there are severat
points you should consider first.

Iasurance payrotl deduction pro-
grams are usually less expensive for the
empioyee because the insurance carrier
can mass-market the product and drjve
down costs. Naturally, a corporation’s
bulk buying power also plays a role in
setting cost boundaries. Overall, the cost
to the employee should be 10 to 20 per-

cent less than an equivalent policy pur-
chased ourside the company. Companies
should understand that employees
believe the organization has conducted a
due diligence review of these products—
even though in fact that may not neces-
sarily be the case. But employees depend
on the firm for its expertise and research
activities. As a result, companies offering
this type of insurance must receive a
hold-harmless agreement from each car-
rier—in the event that an emplovee
names the company in a lawsuit. The
employee might, for example, bring a
discriminartion suit against the carrier
and the employer. A hold harmless
agreement would indemnify and protect
the company’s interests.

Employees need to understand that
these are not group policies; each appli-
cant is individually underwrirten.
Although most emplovees will satisfy
underwriting standards, the company
must be prepared for those who do not.
An employee who is turned down, can-
celed, or dissatisfied with a claim will be
heading straight for the human rescurces
or risk management deparunent. Be cer-
tain the carrier you are promoting has
the resources 1o handle these sorts of
issues. Most proven payroll deduction
carriers will provide toll-free claims
reporting and customer service numbers
as a means of ensuring against complica-
tions. We are aware of one company that
actually retained an independent firm to
serve as the liaison between the carrier
and the employees. An interesting point:
Some research shows that employees
tend to file fewer claims and that the
claims that are filed are smaller if their
coverage comes from a payroll plan.

What types of coverage are available
through payroll deduction pians?
Virteaily everything the employee
requires. Companies have offered auto-
mobile insurance, homeowners/renters

insurance, umbrella coverage, and even
boat owners insurance. Corporations
with at least 500 empiovess seem hest
suited for these types of plans. Who ben-
efits most from these programs?
Everyone. The corporation provides
what is perceived as a benefit, at minimai
expense (even adding in the time need-
ed to coordinate the sale and set up the
program). The employee gets coverage
at a reduced premium and the cost is
spread out across the entire year, For
some emplovees, this cash flow advan-
tage cannot be minimized. Automobile
coverage, for example, can be extremely
expensive in the northeast; having pay-
ments spread out across 52 weekly
installments can be a significant benefit.
This is a benefit for the emplover as wel}
if the employee does any driving on com-
pany business. Carriers benefit from
these types of arrangements because
they can offer group services to the
entire work force.

For example, they are able to offer
group safery services to a company’s
entire work force. They can provide ses-
sions on safe driving, good ergonomic
practices, fire prevention, and such dus-
ing lunch hours or via pavroll stuffers.
Benefits like this are useful, bur are often
not considered when these programs are
being set up.

As beneficial as payrolt coverage may
be, we offer this caution: Do not let a
carrier bully your emplovees into buying
coverage they do not need. Some less-
than-scrupulous companies have tried
this—and been cited for their raciics.
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