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Comparing benefit costs 

for full- and part-time workers

H ealth  insurance appears to be the on ly  
b en e fit representing a true “quasi-fixed  c o s t” 
to em ployers, m eaning tha t the cost p e r  h our  
w orked  is g rea ter fo r  p a rt-tim e  em ployees  
than it is f o r  fu ll- tim e  em ployees

E m p lo y e rs ’ costs fo r  to ta l bene fits  g rew  

ro u g h ly  5 0  percent faster than em ployee 

wages o ve r the 1980 -96  pe riod , accord­

ing  to  the Bureau o f  L a b o r S tatistics E m p loym en t 

C ost Ind ex  (ECI). B y  M arch  1996, nonw age com ­

pensa tion represented 28 percent o f  to ta l com ­

pensation fo r  U .S. p riva te  w o rke  s. G ive n  these 
figu res , i t  is  no t su rp ris in g  tha t th :re is great in ­
terest am ong econom ists and o ther ina lys ts  in  the 

ro le  tha t bene fits  p lay  in  labo r m an  ets.
S im p le  la bo r m arke t theory suggeids tha t em ­

p loye rs  m a in ly  are concerned about th ', leve l o f  
total w o rk e r com pensation  (wages, salai ;es, and 

bene fits ), and that, apart fro m  la x  cons idera 'ions, 

they con s id e r d ie  d iv is io n  between cash wages 

and o th e r com pensation  o f  l i t t le  econom ic  con ­

sequence. H ow eve r, th is  s im p le  approach ignores 

p o te n tia lly  im p o rta n t d iffe rences between wages 

and bene fits . I t  is  co m m o n ly  asserted tha t ben­

e fits  represent q u a s i-fix e d  costs, m eaning that 
they va ry  w ith  the num ber o f  w o rkers  ra ther than 

w ith  the num ber o f  hours w o rk e d .1 To the extent 

tha t th is  is true, the s tructure  o f  em p loyee  com ­
pensation packages m ay in fluence  em p loyers ' de­

m and fo r  fu ll-  and pa rt-tim e  w orke rs , as w e ll as 

th e ir dec is ions on the use o f  ove rtim e .

T he  assum ption  tha t benefits  represent quasi­

f ix e d  costs is com m o n  in studies o f  the e ffe c t o f  
bene fits  on  decis ions o f  em p loyers and e m p lo y ­

ees.2 T h e  basis fo r  th is  assum ption, how ever, is

som ew hat tenuous. F o r m any benefits— such as 
de fine d  c o n tr ib u tio n  pension plans and certa in 

types o f  pa id  leave— costs are a d irec t fun c tion  
o f  cash earn ings and thus are p ro po rtiona l to the 

num ber o f  hours w orked . A n d  w h ile  th is  gener­

a lly  is no t the case fo r  bene fits  such as health in ­

surance, em p lo ye rs  can at least use em ployee 

c o n trib u tio n s  to  va ry  the costs o f  such benefits  

by  em p loyee  hours.
B y  co m p a rin g  the costs to  em p loyers o f  p ro ­

v id in g  va rio u s  be n e fits  to  fu l l -  and p a rt- t im e  

w o rke rs , th is  a rtic le  d ire c tly  tests the hypothesis 
tha t bene fits  represent q u a s i-fix e d  costs. I t  also 

exam ines the ex te n t to  w h ich  these costs va ry  
across d iffe re n t types o f  benefits. T he results sug- 

gest.that, because it  is the o n ly  bene fit fo r  w h ich  

the average pe r-ho u r cost is greater fo r  pa rt-tim e  

w o rke rs  than fo r  fu ll- t im e  w orkers , health insu r­

ance is the o n ly  be ne fit representing a true quasi­

f ix e d  cost to  em p loyers.

The data

T h is  a rtic le  analyzes data from  tw o  establishm ent 

surveys conducted  by  the Bureau o f  L a b o r S ta­

tis tics— the E m p loyee  B ene fits  S urvey (EDS) and 

the E m p lo ym e n t Cost Index (ECI) survey. These 
data p ro v id e  ric h  de ta il on  the costs and p ro v i­

s ions o f  va rious bene fit p lans o ffe red  by e m p lo y ­

ers. A ls o , the data u su a lly  are co llec ted  fo r  m u l-
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tiple jobs from each establishment surveyed. Thus, although 
benefit plans in part-time jobs are relatively rare, where they 
do exist, they nearly always can be compared with a benefit 
plan offered to full-time workers from the same establishment.

The ECI survey, conducted quarterly by BLS, collects data 
on total compensation per hour for a sample of jobs. The 
microdata from the ECI report the average cost per hour among 
workers who hold the sampled job. The EBS, on the other hand, 
is an annual study of the incidence and detailed characteris­
tics of employer-provided benefit plans; the EBS also provides 
information on employee participation in such plans. The EBS 
covers medium- and large-sizc establishments in odd-num­
bered years, and small establishments in even-numbered 
years.3

The ECI data used here are from March 1994. For the EBS, 
data from the 1993 and 1994 surveys were combined in order 
to obtain a representative sample of small-, medium-, and 
large-size establishments. Both the ECI and EBS samples arc 
restricted to private establishments. Also, for both surveys, 
the data usually are collected for four, six, or eight jobs for 
each establishment in the sample.

Following the practice of the ECI and EBS, jobs are defined 
in this study as full or part time based on how the establish­
ment classifies the job. The ECI also provides information on 
each job’s scheduled annual hours. In general, the establish­
ments’ designation of full time and part time coincides with a 
definition based on scheduled hours. For example, the me­
dian scheduled annual hours among jobs designated as full 
time is 2,080, while the comparable median for pan-time joos 
is 1.040. Moreover, 90 percent of the jobs designated as full 
time report scheduled annual hours of at least 1,820 (35 hours 
per week times 52 weeks per year), while 95 percent of those 
designated as part time have scheduled annual hours of not 
more than 1,820. Among part-time jobs, those with benefit 
plans tend to have a longer work schedule. For example,

among part-time jobs with a health insurance plan, the me­
dian for scheduled annual hours is 1,342.

Comparing benefit costs
Based on microdata from the ECI, table 1 presents summary 
statistics on benefit plan coverage and costs for full- and part- 
time jobs. The top portion of the table shows the proportion 
of jobs that have a positive cost for the benefit. For all ben­
efits except those that are legally required, full-time jobs are 
substantially more likely to be covered by benefit plans than 
are part-time jobs. In addition, the difference in coverage rates 
between full- and part-time jobs varies considerably, ranging 
from about 19 percentage points for savings plans to 63 per­
centage points for health insurance benefits.

The lower portion of the table shows statistics for the cost 
of benefit plans amonn !obs that offer such plans, excluding 
jobs for which the costs of benefits are imputed. A compari­
son of average costs for full- and part-time jobs provides in­
formation on the degree to which the different benefits are 
effectively prorated by employee hours. For benefits that rep­
resent quasi-fixed costs, the hourly cost will be higher for part- 
time jobs. Costs are “purely quasi-fixed" when the annual cost 
is the same for both full- and part-time jobs. Prorating ben­
efits by the number of hours worked will lower the relative 
cost of providing benefits to part-time employees. If benefits 
are "perfectly prorated” by hours—meaning that the benefit 
accrues at the same rate per hour worked for full- and part- 
time workers—the cost per hour will be the same for both 
groups of workers.

The figures in table 1 provide little evidence to suggest 
that benefits represent quasi-fixed costs. Indeed, all benefits 
appear to be more than perfectly prorated, in the sense that 
their costs acciue more slowly with hours worked for part- 
timers than for full-timers among covered workers. One po­

Benelit provision a n d  costs lor full- a n d  part-tim e workers, M arch 1994

C h a r a c te r i s t ic V a c a t io n H o lid a y S ick  l e a v e H e a lth
I n s u r a n c e P e n s io n S a v in g s Logaily

re q u i re d

P e rc e n t o t jo b s  co v ered
P a rt t i m e ............................. 4 4 .9 4 3 .3 25 .7 23.5 2 6 .0 16.3 1 0 0 .0
Full l i m e .............................. 89.1 89 .3 6 3 .0 86.4 5 2 .4 3 4 .9 1 0 0 .0

A verage  c o s t p e r  hour
P a rt t i m e ............................. S 0 .2 6 SO.24 SO. 18 S i .56 S 0 .4 7 SO. 11 S I .02
Full t i m e .............................. .73 .51 .29 1.61 1 .09 .44 1.77

A v erag e  a n n u a l c o s t
P a r t t i m e ............................. S 300 S261 S215 S 1.844 S 547 SI 39 SI .016
Full t i m e .............................. 1 ,377 968 522 3 ,0 7 8 2 ,0 7 9 821 3,404

N u m b er ot co v e red  jo b s
P a rt um e ............................ 937 939 4 57 469 5 6 0 251 1,792
Full t i m e .............................. 11 .908 13 .024 7 ,6 0 9 11,619 6 ,9 1 5 4 ,8 1 9 12 ,252

S o u r c e :  V  -ro d a ta  Irom  th e  M arch  1994  E m ploym ent C o s t Index.
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Benefit Costs

ten tia l d if f ic u lty  w ith  in te rp re ting  these sta tis tics is tha t they 

m ay resu lt fro m  d iffe rences between fu l l -  and pa rt-tim e  jo b s  
and the f irm s  that em p lo y  them  that are unrelated to the issue 

o f  p ro ra ting . F o r exam ple, the mean com parisons do no t con ­
tro l fo r  wages, w h ich  is im p o rtan t because the cost o f  some 

benefits are de fined  as a techn ica l fun c tio n  o f  cash earnings, 

and it  is w e ll established that pa rt-tim e  jo bs  tend to have lo w e r 

cash wages than do fu ll- t im e  jo b s .4

In  ad d ition , the mean com parisons m ay be con founded by 

d iffe rences in  the types o f  establishm ents tha t em p lo y  fu ll -  

and pa rt-tim e  w orkers. To m itig a te  these problem s, the d if fe r ­

ence in  annual costs and cost per ho u r w orked  between fu ll-  

and pa rt-tim e  jo b s  is estim ated in  a regression fra m e w o rk .5 
T he  regressions in c lud e  as con tro ls  the natural lo g a rith m  o f  

the jo b 's  wage rate and ze ro -on e  in d ic a to r  va ria b le s  fo r  
w hether the jo b  is un ion ized, the occupa tion  o f  the jo b , and an 
in d ica to r va riab le  fo r  each jo b ’s estab lishm ent.0

W ith  the excep tion  o f  health care benefits and le g a lly  re­

qu ired  bene fits , the regression analysis ye ilds  q u a lita tiv e ly  

s im ila r results to the mean tabu la tions shown in  table 1— they 

suggest that m ost benefits are m ore than p e rfe c tly  prora ted by 

em ployee hours and hence are not quas i-fixed  costs. F o r health 

insurance, the regression estim ates suggest that the cos t per 

hour w orked is 18 percent h igh e r fo r  pa n -tim e  jo bs  than fo r 

fu ll- t im e  jo bs , svhile the annual cost is 31 percent lower fo r  

part-tim e jobs. These results suggest that health insurance costs 

are o n ly  p a rtia lly  prorated. F o r le ga lly  requ ired  bene fits , the 
cost per hour w orked is s lig h tly  h igher for pa rt-tim e  jo b s , at 

about 2 percent.

Prorating health insurance costs

Tne extent to w h ich  em p loyers prorate health insurance costs 

by em p loyee  hours and the m eans by w h ic h  p ro ra tin g  is 
ach ieved are exp lo red  next. T he  focus is on health  insurance 

fo r three reasons. F irs t, health insurance is a rguab ly the m ost 

im portan t bene fit, as ind ica ted by its share o f  to ta l com pensa­

tion  and the im portance o f  em p lo ye r-p ro v id e d  health in su r­
ance in the U.S. health care system . Second, both p r io r  expec­

tations and the results above suggest that health insurance is 

un ique am ong em ployee benefits  in term s o f  the re la tio nsh ip  

between em p lo ye r costs and em ployee hours. T h ird , th is  re la ­

t io n s h ip  has p o te n tia lly  im p o rta n t p o lic y  im p lic a tio n s . In 

recent years, fo r exam ple , num erous le g is la tiv e  and o the r 
p o lic y  proposals w o u ld  have mandated that em p loyers  p ro ­

v ide  health insurance to certa in  em ployees. T he  cost and im ­

pact o f  such mandates w i l l  depend on the extent to  w h ic h  they 
a llo w  lo r  p ro ra tin g , as w e ll as the a b ili ty  o f  em p loye rs  to 
achieve p ro ra ting .

To investigate how  em p loye rs  prorate the cost o f  health 
insurance benefits, a sam ple o f  253 establishm ents in  w h ich  

there is at least one pa rt-tim e  jo b  and one fu ll- t im e  jo b — both

D ifferences In an n u a l hea lth  Insurance costs 
b e tw e e n  full- a n d  part-tim e |obs, M arch 1994

C h a ra c te r i s t ic P a r t t im e Full l im e D iffe ren ce

N u m b er ot j o b s .......................... 424 787 _
N u m b er of e r .ta b lish m e n is ... 253 253 —

M e a n ............................................. S 2 .0S 2 52 ,7 1 5 S654
S ta n d a rd  d e v ia t io n ................. 1 .275 1,395 1,279

2 5 th  p e rc e n t i le ........................... 1 ,115 1 ,834 0
M e d ia n ......................................... 1.834 2 ,393 0
7 5 th  p e rc e n t i le ........................... 2 ,7 1 5 3 ,4 0 8 1,209

S ource  M icrodata from th e  M arch 1994 E m ploym ent C ost Index. S am p le  
re s tric ted  to  e s ta b lish m e n ts  rep o rtin g  d a ta  tor b o th  full- a n d  part-tim e  jobs.

w ith  health insurance— was exam ined. Such f irm s  con tribu te  

424 pa rt-tim e  and 787 fu ll- t im e  jo b s  to  the ECI sam ple. Table 
2 presents three cost measures fo r  w h ic h  the u n it o f  observa­

tion  is the estab lishm en t: (a) the average cost o f  health ben­

e fits  p ro v id ed  to  p a rt- t im e  jo b s ; (b ) the average cost o f  health 

bene fits  p ro v id e d  to fu ll- t im e  jo b s ; and (c ) the w ith in -es tab - 

lishm en t d iffe re n ce  between (a) and (b ). In  add ition  to the 

mean o f  each variab le , we also repo rt the 25 th , 50 th, and 75th 

percentiles.

T he  d iffe re nce  in  the mean annual costs fo r  health insur­

ance plans between fu l l -  and p a rt-tim e  jo b s  is about 24 per­

cent, w h ich , as expected, is q u ite  c lose to the d iffe re n tia l im ­
p lied  by the regression results discussed earlier. The d iffe rence 

in  m edian costs is o f  ro u g h ly  the same m agnitude, at 23 per­

cent. A g a in , th is  suggests tha t e m p loye rs  w ho  o ffe r  health in ­

surance to  p a rt-tim e  w o rke rs  s truc tu re  em p loyee  cost sharing, 

bene fits , o r o th e r p lan  p ro v is io n s  in  such a w ay as to p a rtia lly  

pro ra te  the cost by em p loyee  hours.
B u t a c lose r e xa m in a tion  o f  the d is tr ib u tio n  o f  cost d if fe r ­

en tia ls  w ith in  the same estab lishm en t reveals a m ore com plex 

story. B o th  the 25th pe rcen tile  and the m edian o f  in tra firm  

d iffe re nce  are zero. In  con trast, the 75 th  pe rcen tile  d iffe rence 
is q u ite  large at $1 ,209 . In  o th e r w ords, fo ra  substantia l p ro ­

p o rtio n  o f  the establishm ents, .he cost o f  health insurance does 

represent a p u re ly  q u a s i-fixe d  cost. T he  d iffe rence  in  mean 
costs is d r ive n  by large cost d iffe re n tia ls  w ith in  a m in o r ity  o f  

establishm ents.

Comparing health insurance plans

In th is section , several possib le  exp lana tions fo r  the d if fe r ­

ences in annual costs fo r  p ro v id in g  bene fits  to fu l l-  and part- 

tim e  w o rk e is  are exam ined. F irs t, ih c y  m ay arise in d ire c tly  
from  the fact tha t p a rt-tim e  em ployees are less lik e ly  to par­
tic ipa te  in  ava ilab le  be ne fit plans— eithe r because they are less 
lik e ly  to  meet tenure-re la ted  e l ig ib i l i t y  requirem ents, o r be­
cause they are m ore lik e ly  to  d e c lin e  coverage.7 A lso , p ro ra t­

ing  m ay resu lt fro m  sp e c ific  e m p lo ye r p o lic ies— fo r exam ple.
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employers may require higher premium contributions from 
part-time employees. Finally, in the extreme, employers may 
offer their pan-time employees different plans than those of­
fered to their full-time employees; such plans may be less 
costly to employers and provide fewer overall benefits to 
employees.

The first explanation explored is whether the lower aver­
age cost for part-time jobs arises from lower participation rates 
among part-time workers. Tabulations from the full sample of 
combined EBS data from the 1993 and 1994 surveys reveal 
significant differences in health plan participation rates be­
tween full- and part-time employees among jobs in ”'hich at 
least one employee participates in a health plan. When only 
medical plans are considered, the average participation rate 
for part-time jobs is 76 percent, compared with 92 percent for 
full-time jobs. When dental and vision plans also are consid­
ered. the full- and part-time average participation rates are 
about 94 percent and 79 percent, respectively.8

Thus, the average participation rate among part-time jobs 
is 84 percent of the average participation rate among full-time 
jobs. If full- and part-time plans otherwise were the same, the 
average annual cost for health insurance would be 16 percent 
lower in part-time jobs than in full-time jobs. The results in 
table 1 suggest that the average annual cost for health insur­
ance in part-time jobs is 40 percent lower than in full-time 
jobs. Therefore, participation rates appear to provide only a 
partial explanation for the lower average cost for part-time 
jobs.

As noted above, the difference in the average annual cost 
for health insurance between full- and part-time jobs is smaller 
when jobs from the same establishment are compared, either 
using the regression framework or as reported in table 2. How­
ever. when the same regression framework is used to compare 
participation rates among jobs from the same establishment, 
the resulting average participation rate in part-time jobs is 
about 11 percentage points lower than in full-time jobs. Thus, 
lower participation rates in part-time jobs again appear to pro­
vide only part of the explanation.

The EBS data do not provide information on the exact rea­
son for this difference in participation. Figures presented be­
low indicate that it is at least partly due to the tendency of 
some employers to impose longer length-of-service require­
ments on part-time workers. The result is that, among workers 
with low job tenure, part-time workers will have lower rates 
of benefit eligibility. Higher rates of job turnover among part- 
time workers will magnify the effect of differences in length- 
ol-sei V u _ e  lequiiemculs. In addition, even when they arc eli­
gible, part-timers may be less likely to participate in certain 
benefits plans, such as health insurance, often obtaining such 
benefits through the plans of their spouses or other family 
members.''

Next, the extent to which employers vary the terms and

conditions of health insurance coverage between full- and part- 
time employees is explored, and whether these differences 
effectively prorate the cost of health insurance by employee 
hours. For each establishment in its sample, the EBS provides 
data on plan provisions and employee participation for all 
plans in which at least one worker participates. If any plan 
provisions—such as covered benefits, eligibility periods, or 
contribution requirements—differ across sampled jobs, work­
ers in different jobs are considered to be in separate plans.

The E B S  also provides information on the rate at which 
workers in each sampled job participate in each available plan. 
Therefore, in establishments in which health insurance repre­
sents a purely quasi-fixed cost, workers in full- and part-time 
jobs will be observed with similar participation rates in a com­
mon set of plans. Such establishments are defined as inte- 
grated. In contrast, where employers have modified plan pro­
visions in order to reduce the hourly cost of health benefits 
provided to part-time workers, full-time workers participate 
in one set of plans while their part-time counterparts partici­
pate in a distinctly different set of plans. These establishments 
are defined as segrega tedDifferences in plan provisions 
within segregated establishments provide some insight into 
how employer policies affect the cost of health benefits pro­
vided to full- and part-time employees.

Table 3 shows average plan provisions by whether the es­
tablishments arc classified as integrated or segregated. Plans 
with imputed provisions are excluded. Of the 264 establish­
ments with at least one full-time job with a health insurance 
plan and one part-time job with a health insurance plan. 192 
are classified as integrated and 72 are classified as segregated. 
Applying the EBS sample weights, the 72 segregated estab­
lishments represent more than one-fourth (28 percent) of the 
264 establishments.

The estimates in table 3 suggest that there are three ways in 
which segregated establishments lower the cost of providing 
health benefits to part-time workers. The first is to require 
greater monthly premium contributions for part-time workers. 
In 7? percent of the plans offered by segregated establish­
ments ;o t all-time employees, the entire monthly premium for 
single coverage is paid by the establishment; by contrast, em­
ployers pay the entire premium in only 48 percent of the plans 
offered to part-time employees.

When limited to plans requiring workers to make some 
contribution, however, the differences between full- and part- 
time employees are small. For single coverage, the average 
contribution required of full-time employees is $40.19, com­
pared with an average of $45.56 for part-time woikers. For 
family coverage, the difference is even smaller and is not sta­
tistically significant.

A second way that plans offered to part-time workers differ 
from those offered to their full-time counterparts is that the 
lormerarc more likely to have a restriction on preexisting con-

Monthly Labor Review March 1999 33



Benefit Costs

I. ; -‘ .a .v-'I Proportion o t lull- a n d  part-tim e jobs co v e red  by  various m e d ica l p lan  
provisions by  typ e  of estab lishm ent (In tegrated  or seg re g a te d ) , 1993-94

[in n e rcen t. e x c e p t w h ere  n o ted )

I n te g r a te d
e s ta b l is h m e n ts

S e g r e g a t e d
e s ta b l is h m e n ts

C h a ra c te r i s t ic
P a r t- tim e

Io '.js
F ull-tim e

Jobs
P a r t- tim e

lo b s
F u ll- tim e

J o b s

F ee  a rrang em en t:
3 2 .8F e o -lo r-se rv ic e .......................................... 34 .6 54.5 59  5

P P O  .................................................... 18 .2 18.4 26.9 5 3 .2
HMO ........................................................ 2 7 .2 27.1 13.6 1 4 0
O th e r .............................................................. 0 .1 0.1 0 .0 0 .0

S e ll - in s u re d ..................................................... 4 2 ,9 45.4 31 .0 17 .2

E m ployee con tribu tion  for 
single co v e rag e .

J N one ............................................................ 46.1 44.5 48.1 7 2 .8
| Flat a m o u n t ................................................. 3 1 .0 26.1 44  7 16.6

A verage, m onthly  contribution
(m d o l l a r s ) ........................................... $ 4 8 .3 3 S 48.58 S45.86 $ 4 0 .1 9

O th e r .............................................................. 2 2 .8 29.3 7.2 1 0 .6
N o In fo rm a tio n .......................................... 0 .1 0.1 0 .0 0 0

E m ployee contribution  for 
family co v e rag e :

N o n e  .......................................................... 8 .9 8.9 4 1 .5 44 6
Flat a m o u n t ................................................. 31 .4 30.9 28 .2 2 5 0

A verage m onthly  contribution
(in d o l l a r s ) ........................................... S 1 5 6 0 0 S148  99 S 185 .96 $ 1 8 6 .5 9

O th e r .............................................................. 59 .2 59 .8 30 .3 3 0 .4
No inform ation ........................................... 0 .4 0.4 0 .0 0 .0

P reex isting  re s t r ic t io n ................................. 63 .9 64.5 6 8 .0 4 3 .7

Eligibility requ irem en t:
Y e s .................................................................. 18.3 19.7 29.6 60.1

N um ber of m o n th s : .............................
I ....................................... 19.4 19.3 36.7 2 5 .3

2 .......................................................... 4.1 4.1 2 .5 16.4
3 .......................................................... 50.1 51.6 16.3 5 5 .9
4 ........................................................ 4 .5 4 6 0 .0 1.9
5 .......................................................... 0.4 5.3 0 .0 0 .0
6  ....................................................... 14.2 9.5 41 .2 0 .6
7  ............................................................ 0 .0 C.O 0 .0 0 .0
8  ......................................................... 0 0 0 .0 0 0 0 .0

1 2 .......................................................... 1.0 1 .0 3 .3 0 .0
14 ........................................................ 0 0 0 0 0 0 0 .0
3 6 ........................................................... 6 .3 4.6 0 .0 0 .0

N o ................................................................... 4 0 .4 39.5 2 .5 3 .7
No in fo rm a tio n .......................................... 41 .2 40.8 67 .9 3 6 .2

N um ber of p l a n s ............................................ 480 1,007 226 429
N um ber of e s ta b lis h m e n ts ........................ 192 192 72 72

N ote - S a m p le  re s tric ted  to  e s ta b lish m e n ts  rep o rtin g  d a ta  for bo th  lull- a n d  part-tim e  jobs 
S o u r c e : M icrodata from  1 9 9 3  a r  ‘ 1994  E m ployee B enefits  Survey.

dilions. The explanation for this difference probably has more 
to do with insurer concerns about adverse selection—the situ­
ation in which individuals take insurance coverage because 
they anticipate large medical expenses—than the desire of 
employers to prorate costs. Nonetheless, the differential treat­
ment of preexisting conditions may partially explain why the 
cost of health benefits is lower for part-time employees in 
some establishments."

The third important way that the plans available to part- 
time employees differ from those offered to full-timers is the 
length-of-service eligibility requirement. Among part-time

plans that have such a probationary 
period. 45 percent have periods of 6 
months or longer. In contrast, in 98 
percent of the plans in which full-time 
employees are required to complete a 
probationary period, that period is 3 
months or less. An important caveat 
concerning these figures is that, for a 
large fraction of plans—particularly 
those offered to part-time employ­
ees—no information is available on 
the existence or length of a probation­
ary period.

Nonetheless, when this information 
is available, the data suggest that the 
difference in probationary periods may 
partly explain the differences in plan 
participation. Moreover, participation 
rates in segregated versus integrated 
establishments provide supportive evi­
dence. As noted above, the within-es- 
tablishment regressions suggest that 
the average participation rate is about 
11 percentage points lower in part- 
time jobs than in full-time jobs. When 
similar regressions are estimated sepa­
rately for integrated and segregated es­
tablishments, the average rate is lower 
by about 19 percentage points for seg­
regated establishments, compared with 
about 10 percentage points for inte­
grated establishments.

Tins ARTICLE PRESENTS EVIDENCE On the 
cost to employers of providing ben­
efits to full- and part-time workers. 
The evidence corroborates the well- 
documented difference in benefit cov­
erage between these two groups of 
workers. Additionally, however, this 
analysis finds significant differences in 
the value of benefits received by full- 

and part-time workers.
Previous studies have suggested that the low rate of ben­

efit coverage among part-time workers may be explained 
by the fact that nonwage compensation is a quasi-fixed cost, 
making it more costly, on a per-hour basis, to provide bene­
fits to part-time workers. However, the results presented 
in this article challenge that argument, showing that most vol­
untary benefits—such as pensions and paid leave—are not 
quasi-fixed costs. The cost of employer-provided health in­
surance, on the other hand, docs have an important quasi-fixed 
component.
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Mean regressions suggest that health benefit costs often 
are partially prorated, although a closer examination reveals 
that in a substantial number of establishments in svhich part- 
time workers arc eligible for health insurance, the costs asso­
ciated with these benefits are not prorated by hours at all. The 
mean results appear to be driven by a minority of establish­
ments in which there are large differences between the cost of 
health benefits provided to full- and part-time employees.

The data show that, when it does occur, prorating is accom­
plished by several means. Part of the cost differential arises

from lower plan participation rates for part-time employees. 
This difference probably is due in part to employers setting 
different eligibility requirements for full- and part-time work­
ers. Also, part-time workers are somewhat more likely to de­
cline certain benefits (particularly health insurance), often 
obtaining them through their spouses or other family mem­
bers. Finally, a relatively small proportion of employers re­
quire that part-time workers make greater premium contribu­
tions to their plans, some offer less generous coverage to 
part-time workers, and some employ both of these methods.
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