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Introduction

Thls Co@:ission vas directed by an wmumbered Eouse Resolutlon,

,adopted on June LL, Jg55, "to study fringe beneflts offered to State

fuployees anil to report lts findlnge and reconrmendatlons to thre J967

Qeneral Assembly,"

B;r "fringe benefit" i-n this instance is meant any beneflt of value,

derlving from er4rendtture by the employer and accmlng to ths employee,

wblch ls not a part of bis approved pay sched.ule. The tera tncludes

vacatlon tlue, holld.ays, elck leave, retlrement beneflts, and varlous

i.nsura,nce plans to wtrich tbe enployer contrlbutes

The ratlo of fringe.beueflts to dlreet coupens&tl.on has gro!,n very

ruarkedly slnce World War II among bottr governnerrtal ancl private employers"

[he reasons for thls increase are several: rega]ry requLred. prograrus

(sucb as Olcl Age and. $urwlvors Insuranee, and vorkuents compensatlon)

account for part of lt; coupet.ltive conditions artd. the relattve tex

advantage of soue frLnge beaefite by corparlson witb clirect eompensat,ion

are arso factore. In L9ffi, the value of fringe beneflts provt&ed

enployeee of the $tate of I'Iorth Carolina equaled, about 25 Wr cent of

thelr dlrect compensation.

Tbe State Personnel Direetor and members of the etaf,f of the State

Personnel Departnent, the Chairuan of ttre State Personael Boarr:[, and the

Exeeutlre Secretarles of tbe tvo maJor assoeiations of state employees

appearecl before thls Commiasion at varlous tlmes arrd gave beJ.pful lnfor-

ns.tion and. advlce.

Study

At our request, the State Peraonnel Direetor unde::took an extenelve

study to d.etermine how the frlnge benefits offered by the State of Nortb
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CarollnE co4pare u:ith those offered by other governaental and private

enployere. Ee found, that ln geaera.l the frlnge beneflts offereCl O" t1:-_
,-'1--''

State to its employeeo are about in Ilne trith those offeled by p;rty4tu'e
/

enplolrers, but tbat the mix or dlstribution of beneftts * J{g$l,c?tfy
cltfferent -- tbe State provldes nore pald., non-$orklng ctays (vacatlons and

troltdays) tban d.oes tbe typlca.I prlvate empJ.o;rerl the letter often bas a

proflt sharlng planr bonuses or otber dlrect economlc beneflt prograns.

The .9bate does not provlde any prcgratrs suplnrbecl by $tate contrlbutlons for

l1fe anct hoepltal.lzatlon lnsuranee wtrtle nany priva/e empJ.oyers a".(l
lHne ftrll text of the report oa thls study J.s atta.cbeyf-Aeefndtx B

of thts rcport.

ConclusLons

the State Pereonnel Department lnclud,ed. ln 1te Reporb to the Cornnlssion

certain "suggestlons for Consld.erationr" wtrlch indlcate the d.esirabillty of

f\:rther study of thls subJect by the Delnrtnent.

It is the concluslon of thls Co@ission that, in tbe absence of any

particular complalnt about the present echeme of fringe benefits or of any

epecifie recortrnend.atlon for lts irnFrcnement, no aetlon by tble Col&lsslon

ts l.arranted,. We eouaend ttre attached. retrrcrt, entltled "A Repori of the

North Carelina State Personnel Department to the Legislatlve Research

f,ernrnisslsnr" to tbe attentlon of the members of the General Aseeubly, wbo

rrill be interested ln the tnforoation lt contalns oa frlnge beneflt Brogra&g

offered by tbe State and by otber employers.

Ife observe tb.at ttre state erqrlo3rees often appear to be i.nsufflclently

aware of the nature and. extent of the frirrge beneflts that tb.e State

provides for thea. We suggest to tbe State Pereonnel Department and the



employee orgenizatlons the deslreblltty of conductlng a uror€ lnteneive

prograb of lnforuatlon on the frlnge beneflte provlded for etate

employees and the advantagea tbey offer tbe employee.

Recomend.atlon

We regomend. that tbe nenbera of th€ General- Aaeembly gtve

cerefirl sttrdy to the attacbed. report on frlnge beneftts, prepared

by the State PersouneL Dep,ar-tuent.



Appendix A

HoIFE RESOIInION 
-_-.i ,

A HOI'SE nESOTUTION DrnECTrl't3 THE LmISIATTyE CotrNCIt On Ils.ggaC$SOR 11]

/-t
STIIOI AI{D MAI(E RECOMMH{DATIOI\F RELATIIIB TO THE FRIIIiE-BtrtffiEIS/ or5'Enm

?O STATE EMPLOIEES.

Be it resolved by the House of Bepresentativeso 1

Secti.on l. That the Legisl-atLve Cor:ncl1 or ito euccessor is hereby

directed to stu{y fringe benefltg offered to S}ate &nployeee fl 9q 
report

lts flndings and recomnendatlons to the g6? OeneraL Assembly,

Sec. 2. This Besolutlon shall beeqne effeotiv.e upon rali{cation.

[Aaopted by the Houge of Representatives Jnne 11, -L965.]



Appendil: B

REPORT OF TI{E NORTH CAROLINA STATE PERSONNEL DEPARII'{ENT
TO fiIE I,EGISI,ATIVE RESEARCH COMTtrSSION

The rraterlal presented in this report represents several months of study
and consideration of the current problems and practlces in the area connnonly

knoum as "fringe benefits."

Ttre Personnel Department staff has studied data and lnformatlon from the
United States Chanber of Conlnerce and similar associations and organizations,
the United States Department of labor and other grovernment agencies, articles
and data frorn professional publications and statements.

This report represents the best Judqrments we have been able to draw from
the total study and a statement of North Carolina State Governnent practice
by comlnrison. Opinions are not necessarily intended to denote adeguacy or
inadeguacry of a specific benefit, but rather to provlde a reasonable basls for
the detemination of changes or alterations which night be considered now or
in the future. The extensive material which vras used in naklng these Judgrments
can be made available to affi:m the soundness of the conclusions,

The term "fringe benefit- has quite gtenerally been used to d.enote any
benefit of value derlved from an expenditure provided by the employer and
accruing to the emFloyee but which Ls not a part of the employees' approved
pa.y schedule.

Dlodern fringe benefit progrrans cannot be isolated fro other factors that
contribute to satisfactory employee recruitment, stability, and proficlency.
Certain benefits are of littIe econmic value to the employee, but contribute
to the employee's basic physical, mental and recreational needs, as in the case
of holidays and annual leave. Others affect siqnificantly the employee's economic
needs and resources as is the case with deferred income rrhich ls provided by
retireuent plans and pensions and protection against unexpected expense and
Ioss which is provided by life insurance, unemployment insurance, sick leave
and wage continuation insurance, and hospitalization and 'naJor medical insurance.

Since certain payments rnade by the employer for the benefit of the employee
are not eonsidered as a part of taxable income, money put lnto some types of
benefits may produce nore take-hme-pay for the employee than a similar amount
put into direct salary. It is advisable to draw conclusions concerning any
specific benefit only after fuII conslderation of lts relationship to the total
employee conpensation plan.

LESALLY REQIIIRED BENEFITS

State employees in North Carolina are covered blr both Old Age and Survivors'
Insurance and Worluran's Compensation. They do not have the benefit of Unemplolment
Insuranee legraUy required for most private employers. The Federal Government
end a fenr states provide this latter coverage for their eq>loyees.

A}INUAL OR VACATION IEAI/E

The study shows that the average Anerican employee receives one to two
tareeks of racation for the first tlrree to five years of erylolrment; three weeks



after ten to fifteen years; and ln
twenty years. There has been some
so well but these differences are
industry and the industrial trend
recreation for all employees.

some lnstances, four weeks after fifteen to
indication that the Southern wo!*etrAld not fare

rapidly dlselpa.ted by the adverr?1of new
toward a reasonable perlod,;>t'rpst and

J_=- _ 
,

There is a noticeal:le dlfference in the vacatlon time of productlon
workers and enployees in other types of emplolrment. Generally, office, supervisory,
or professional workers are provlded two weeks of leave during the early years
arrd after five to ten years, recei.tre three weeks. Usually, such leave rnustrbe
taken during the year for which it is provlded ln order that the lntended
benefit of obtaining rest and recreation will be accompllshed.

Tradi'tionaily, employees of qovernnent have reie;lved more liberal
treatment in leave. Employees of other states receide from two 16 1Lg€*
weeks during the early years of emplopent. When two weeks is initially
provicled" this increases to three weeks after three to fivq_yeai:s-r-( and in
scme instances to four weeks after ten to twenty years of employmeht-. States
Eeneraliy allon an accumulation of four to slx weeks of leave. Such dbeumulatron
flecguenti"y provides a substltute for a rnore deflnlte policy of providing separation
or: terndnal pay.

North Carolina provides three weeks of vacatlon l-eave for all permanent,
fulr*time ernployees which may be accumurated to srx weeks

I

SICK I.EAVE

A ;:ubstantial raaJority of all employees are provlded protection against soneof tlLe economic hazards of lllness. This protectlon ls offered by a varlety rrf
rrietlio<is such as sick leeve, slckness and health insurance (hospitalization, maJor
ineclical ;rnd scl-ary continuation) or a cornbinatlon of the leave and insurance plans.
Ihe g.rouring tri=nd. in ihis ar€a is to integirate a program of a l1mJted amount of
r;i-ck le.ive irith a plan for sickness and. accldent insurance and. long-term salary
cqrrtinit.rLion iu.surance to provide for both short and. long-term absence due to
sickn*rs o.r' accident"

t)tiier i:tate giovernments provide two to three weeks of sick leave per year
tsli:"cit til.rv be accumulated up to ni.nety to one-hundred and twenty days, or in
sortre casFrs, without ilaslt.

North Carclina provides two weeks of paid sick leave annually which may be
accrurru I at ed . indef inite Iy
NoI[: 'I'h" co*rsents in thls section should be considered along with the sectlr:rr

captioned - Insurance - since sick leave plans are, in reality, a mettr,:rjof self insuiSilE-F6E sickness or disability.

I{OIJDAYS

. l['he aver$Ee enF,loyee receives slx to eigrht holldays p6jr y€i+r r+iiir rvj.ttcvari'tt j-!-ns fEoIR this average. other states irovide thlir- *rr,pi"y,."r. *irre lo fr;r1.rt,,,iilr
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at

more daYs.

North Carollna provldes nlne or ten days, depending on the number granted
Chrlstrnas.

INSURANCE

Ho"pitallzatlon

MaJor ernployers, almost without exceptlon, as well as the Federal Governm,ent,
provide group hospitalizatlon and related benefits and bear a substantial part
or all of the cost. In rnany lnstances, they also pay a substantlal part or all
of the costs for the ernployees' dependents. While states have been slow to accept
this practice, more than 50% of the statea now provlde these employer-supported
programs for State enployees.

With the exceptlon of some law enforcement offlcers, North Carolina does
not offer such a progrram.

Life Insurance

Most maJor employers and the Federal Goverrunent provlde and pay for a
part or all of the cost of life insurance prograns based on flat amounts or
a ratio of llfe lnsurance to earnings. More than one-thlrd of the states now
offer cost-supported giroup }lfe insurance to their enployees and others have
such plans under serious consideratlon.

North Carolina offers no State-supported life insuranee plan with the
exceptlon of some law enforcement officers.

NCIIE: This section ls referred to under the sectlon captioned - Retlrement.

SALARY CONTINUATION INSURANCE FOR SICKIIESS OR AOCTDENT

While this benefit is offered by a signiflcant portion of maJor ernployers,
It lacks the usual acceptance of hospltalizatlon beneflts and life lnsurance
prograns. Generally, where such prograns have been adopted they apply to only
short-term disability (thirteen weeks to two years) unless the employee was
eligible for disability beneflts under an establlshed retirement pro€rram. Usually,
retirement programs provide for disability beneflts only after a prescribed
period of employment (10, 15 years or more.)

There norir appears to be a trend among private employers to shift from short-
term disabillty to longr-term disablllty plans and to use sick leave as a method
of self-insurance for short-term disabillty.

North Caroltna provides a limlted self-lnsuring plan, (10 days of slck leave
per year whlch rnay be accumulated indefinitely) and disability retireraent for
enployees after ten years of servlce. North Carollna does not provide any type
of salary contlnuation l-nsurance for sickness or,accident with the exceptlon
of provision for some law enforcement offlcers.



RETIREMENT AND PENSIONS

No area of enrployee security has received. more attention t6:;{"firementp:"'oblems during the rast two deeades. Begrinnrng with the adr{ft.r-tr,"-so;ial security system and particularly after World War t;fiAax+y,all employersof conseguence begran the consideration of plans to supplJme"t [*?u.i.tri5-""offered by o1d Age and Survivors' Insurance. Methods Lf funding these plans d.ifferwidely with the employer assr:m.ing the total cost in many of ,.them, These plansare Largqry designed to provide in comblnation with old. Agre and survrvorsl rrr"oru.n""from 50% to 66 2lg"l" of an employee's average salary duzing some perlod iitnediaterypreceedingr his retirement if the enproyee has worked for the ernproyer for longperiods such as 25, 30, or more years. Lesser amounts supplenrent bfa Age andsulvivors' rnsurance pal'ments if the ernployee has not worlld t"t-"".r. ilngl;^rioau,
Most plans prcvide for a disabihty'etirernen( of some tlpe -Guy.. periodsuch as I0' 15' or 2a yed'rs. The-*e disability plans are based on a variety ofcombinations of actuarial eguivalents, enptoylr- contributlonsrard-l;;;_;;h-"sala'y continuanee insurance, -:-'::t'z' 

__-__

North Carolina provldes a retireraent plan integrate-d with old Age andSurvivors' Insurance with contributions by the State .na tn.'.*ployee. Boththe staJ:e and the employee contribute the amount rec;uired. for old f,Ee and survivors,Insuran<:e" The employee contributes to the retirement fund 4% of the portionof compexsation not in excess of $5600 and 6/" of the portion ln elcess ofthat amount- The State provid.es an amount egual to tle norma.l contribution of theemployee and an additional amount &norrn as the "acc.r,ued. liabitity contrlbution,,,This total anount for 1965 is 2,6?fl, of ttre elnp.toyee"s cornpensation,

The retirenent syst.em provides d.rsability retirement after ten years of se'vj.cenvesting of retrrernent rrghts after fifteen y"-r", servrce and retirement at .ge 60with a variety of opiions" Generalry, u.t e'iployee 65 years of agre with 30 yearsof creditable servrce would receive i-totut. of s.,ight]y more than SC% cf hisannual salarlr fr,em sociar security and. the I?etrr.,,mJnt-sy:;i;; 
vv'e va 'rrp

other th'an return of the employee's contributron with interest, no provisionis.made for any protection of thl enrproyee's dependents if death occurs prior toretirenent and selection of an option" (see se:tion captioned - Life fnsurance. )

NorE: certain state employees are covered by the Law officers Benefit andRetirenent fund which rnay be more liblral in some of its benefits thanthe leacher-* and Employels Retirement Sfstern"

.OffIER 
BENEFITS

Many private employers offer errployee benefits such as d.iscounts on goodsor servi-ces' separatron or terminal pay, profit sharing, special bonuses or award,s,educational benefits, contributions lo intirt plans, discounts on comtrFny stock, etc,which' for the most part' are not possible in lh. goo"tnmental structure,

I
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. STJMMITRY

Tables I and 2 are deoigned to give 6otne comparisons of benefi.ts recelved
by enrployees of North Carollna and those prevalent ln private J-ndustry and obher
State groverruuents. These data for prlvate lndustry include only non*supervisory
enrployees and worklng dupervisory employees and exclude such groups as adnlniirt'ratlvu,
technical, and research groups.

ft seems loglcal to reach certaln general ooncluslops from this inforrrhttion.

I. The total of benefits offerod employees of the $tate of Nc'rth
Carollna are not lnconslstent wlth those offered in prlvate
lndustry. Itrowever, there is a great dlfference in beneflts af
economlc value (private induetry L0.87% of payroll, state Z,Bfl" of
pa.yroll) and pa.rticularly in insurance (prlvate industry 3% and
State O%, ) Another lnconslstency €xl6ts ln payrrent for tlme not
worked (prlvate lndustry ?.?1" and State t?.S7") (Tabfa I)
2. The beneflts offered by North Carollna compare favorably with
the beneflts offered by other states exoept ln the area of }ifo
lnsurance and hospltal,lzatlon Lnsurance. (Table 2)

i I ::ir

iiilil
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TASLE I

COMPARISON OF FRINGE BENEFITS OII{ER THAN O.A.S"I. AND WOFKI4EN5 COI{PEI{SATION
AS AN ESTIMffIED PERCENTACE O}'PAYROLL (1)

':i
..:
i*

.::5

.i{

.14

j'
,4

,.1

:.1

t,:

a
:
i

:l

N.C.u.s. (2')
NoN (il (4)

AIL }T'G. I{FG. -AgIt]AL AVAIL.

*1. Pa3rments for time not worked
a. paid vacation or bonuses ln lleu
b. palnnent for holldays
c. palrment for sick leave
d. uriscellaneous and petty leave

**2. Retlrement and Pensions other the.n O.A.S.I.
not covered by insurance t34re plan

**3. Insurance, life, death, sl-ckness, accldent,
medical, hospitalizatlon, etc.

**4. {JnemF}olrment insurance (6)

**5. Other Benefits
a. discounts, meals, etc,
b. proflt sharing
c. special bonuses or palments
d. miscellaneous, te:rur:lnal pay,

thrift plans, etc.

Totals

xTotal Benefits for Employees' Health, Mental
or Recreational Needs

x*Tota1 Benefits of lnunedlate or deferred
econonic value

7,7 7.2
4.1 4.2
2.6 2.4
o .7 0,4
0.3 0.2

//' E-)

g.f -, 12.54-.,
2.? /
1.4
0.5

L3.74
5.77
3 .46
3 ,84

.0/

3.7 2.8 5.5

3.0/ 3.3 2.4

1.87 r.87 1.87

2.3 1.8 3.1
.5 .2 .8

I.1 1.0 1.3
.4 ,4 .6

.3 ,2 ,4

18.57 16.97 2L.57

7.7 7.2 8.7

10.87 9.77 L2.87

7 .6215) z.6z{s)

00

00

00

{or-
00

{0

' zo.lz 21.86

12"5 13.74

7.62(s) z.62(5)

(I) OASI and Worlrnen's Compensation data not included since beneflts are the same
for State or private employees, OA,5I ls dlfficult to e:rpress in a meaningful
way as percentage of payroll since lt is based on only the first $9000 ot
salary or wa€les. No flgrures are avallable as to State's actual cost for
Itforlnen's Compensation whieh Ls self-insured and paid from salary accounts,

(2) Data frbm U.S. Chamber of Connnerce study of IISI cmpanies representing a cross-
section of American Industry (1965). These data are generally corroborated by
sirqtlar studies by the U.S, Department of Labor,

(3) Leave use based. on experience of two large State agiencies who malntain such
data. (1965)

(4) total anount available under present law and requlations. (1965)

(5) Includes the states "normal- contribution" and. the oaccrued ltability corrtributlon."

{6} Averaq'e contrlbution by N.C. Employers to Employment Security Conrnission of N.C.
(1965) plus .47" contributlon to Fed.eral Government for afuinistration.

10



TABU1 2

CCI4PARISON OF FRTNGE BENEFIf,fI OFFERED EIY TIIE 5"IA1E8 (T)

A. COMPARISON OF STAIE LEA\TE AND IIOI.IDAY PI,ANS

ANNUAL TEAVE

Averaqe days earned per nonth
Averagie maximr:m accr:mulatlon
Average matimun pnyment

SICK tEAl/E

Average days earned per rnonth
Average maximrm accr:uulation
14 states have no linit
38 states do not pay for leave on separatlon
3 states nake partlal paynent on retlrment
I state credits accrual to servlce credite

in retlrement systen
I state malgs partial palment on reslgnatlon

HOIJDAIIS

Average

B. COMPARISON OF SI{IE INSURANCE COI'ERAGE

State pays total cost
State pays lnrt of cost
EnFloyee lnys total cost
No plan relrcrted

ALL STAgSS

1.06
29.36
31.34

1.14
9l

10.25

H6PITATIZATION

NORffI CAROIJNA

l. 25
30
30

,833
Unllnlted

8
19
I3
10

9toI0

I,IFE

4
13
l6
L7

C. RETIRM,IENT A}ID PENSIONS

Due to the variety of types of systems among the states, lt ls dlfficult
to provide averages or exact cmparisons. Generally the l{orth Carollna Teachers
and State Employees Retirement Sj,steni compaTes favorably wlth other states
wlth comparable eeonomlc patterns. However, this ls €ur area of qonqtant
lrnprovement arnong gevernmental Jurlsdiotlons as welL as prlvate lndustry.

D. AWRAGE WORKIEEK

}fORKhIEEK

40
38.75
37.75
37 .50
35.50
35

Average worlsreek g8 . gg

tlo. oF SItrIES

(1) Data are frm a study by KentuckSr Department of Personnel (Augrust, 1966) and
generarly confirmed by data frm nrneroue other studl.es.

33
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SUGGESTIONS FOR CONSIDERATION

Consideration should be given to revislons in the fringe benafits
package provided for State ernpl.oyees with the follor*lng pusposes in m!nd:
if t'to piovtde for $tate employees the naximran benefit from noney-e$fr6;1d.ed by the
State whether in direct salary or in fringe benefits; (9) to gz6vH.e benefits
which are more attractive to the employees and the prospecltigemplolrees in order
that the State rnay obtain the marctrnurn advantege in the retf-uitme-nt,'and retention
of good enployees.

Our study indicates that a very large part of the portiorr of the c.;irpensation
for state empLoyees which is provided in the fonr of frlngre benefits ls dt''rotec'
to payment for time not vrorked. Traditionally, enployees of State govel;unents
have recelved paiC leave Ereater than those offered by private industry. Careful
reconsid,eration shpuld be given to the value whlch the ernptoyee attaches to such
time as coupared with the cost to the State, I1re leave pLans of most private
industrj.es provide for progressive increases in thl leave henefits6tiasprd on
tenrrre. The conclusion seeflrs 3"ikely ttrat a reduction in the amount-o{ Ieave to
bring it more nearly in Line wlth the practlces of private in{ggtry, coupled
with the provision for increased economic benefits whj.ch--eouId &g Rurchased
with the same expenditures might l"ie desirable" -----

The State proriides for sick leave to be accumulated without limit. This
policy has a possibility of creatingi a rather large obligation agrainst the salary
account monles of an agrency. The accumulatlon feature of sick leave does not
necessarily provide true disabiJ-tty orotectl-on for the e:nployee, since there is
no provision for distrlbutlon of the risks. An employee experiendingr above
averaEe loss would be unprotected; whereas, the employee fortunate enougrh to
avoid illness and disability is pz'ovided with a benefit which he may not use.
Corrtinuinq study should be marle of ihe present sick leave pl.an and the possibil-ity
of eornbining a more limLt*d leave provision roith sonre type of salary continuatlon
insurance plan to provide more adequate l.ong*term protection for eruployees whcr

are not ellgible fo:: disability retirement fron. the R.etirement $ystwr or Social
Security,

Obviously, State grovelfnment cannot offer such economic beneflts as profit
slaring, cl,iscounts or special bonuses. fhese benef its carr be offset by the
maintenence and continuing improvement of the retirernent system and the developrnent
of lnsurance progirafts, North Carolina is deficient in conparison with private
industry and other states in fail.inq to proviCe progrraJns supported bry1 employer
contributigns for life and h.ospitalisation insurance" These proqirans should
receive sefious consideration a.t. an eariy date.
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