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Offering employee benefits is a necessary part of doing  
business; it is especially important in competitive job markets.  
But for many employers, the process of selecting, implementing 
and administering a benefits program is overwhelming and  
time consuming.

There are over 7.4 million employers in the U.S., and the majority (82%) have 
fewer than 200 employees (source). Yet as a nation made up largely of small 
employers, it can be difficult to compete with larger businesses – and larger 
budgets – for top talent.

As such, small businesses look to benefits to help attract and retain key staff. 
Benefits commonly include health insurance, recruiting and retention programs, 
and workplace perks. In the case of health insurance, particularly, the landscape 
is changing rapidly. The passage of the Affordable Care Act (ACA) opened up new 
and affordable options for small businesses wanting to provide health benefits to 
their employees.

Setting up employee benefits requires two things: a benefits provider and a list of 
benefits you want to offer. In this guide, we’ll explore the common types of benefits, 
both required and optional, their associated costs, the various types of providers in 
the marketplace and the best options for your company.

https://www.kff.org/health-costs/report/2017-employer-health-benefits-survey/view/print/
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3 Types of Benefits Providers
The companies that administer employee benefits on behalf of your business are 
known as benefits providers. They vary widely in terms of the types of benefits and 
level of service they provide.

1.  Professional Employer Organization (PEO)

A professional employer organization (PEO) is an external organization 
that manages HR matters for you. A PEO works through a co-employment 
arrangement, which means the PEO contractually shares certain employer 
responsibilities with the company, such as employee tax forms and workers’ 
compensation claims. However, you control the employees’ day-to-day 
responsibilities and hiring and firing decisions. 

While PEOs provide small employers with resources for managing human 
capital, the employee benefits themselves often cost the same or more as when 
obtained from other sources. 

The PEO is in control of who else is in the same risk pool and can often feel 
pressure to add new clients (regardless of their risk), which can result in 
increased rates and higher long-term costs. Therefore, it’s important for you to 
consider whether working with a PEO will result in long-term gains. 

The PEO is in control 
of who else is in the 
same risk pool and can 
often feel pressure to 
add new clients, which 
can result in increased 
rates and higher long-
term costs. 
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3 Types of Benefits Providers (continued) 

2. Benefits Consulting Group

A benefits consulting group is a team of experts with specialized knowledge 
about employee benefits, insurance and related products and services. It can 
assist clients with selecting, purchasing, administering and renewing a benefits 
plan, often at lower rates. 

A benefits consulting group works independently of benefits companies and 
insurance carriers, ensuring that the recommended benefits are those best 
suited for you. Because these groups offer services beyond choosing a plan, 
they often have long-standing relationships with their clients. 

A well-established benefits consulting group will have a range of technology-
based tools to help you assemble and manage a complete employee benefits 
program.

3. Benefits Administration Platform

Rather than wasting valuable time and energy mired in manual paperwork 
and spreadsheets and sending one-off emails to remind employees to turn 
in their enrollment forms or sign those documents, many utilize a benefits 
administration platform. These platforms merge all of those processes into 
one integrated technology solution designed to save you time and eliminate 
the potential for human error. From onboarding to setting up, kicking off and 
managing annual open enrollment to terminating an employee, a benefits 
administration platform eases administrative burdens and increases accuracy 
and security. 

Our Recommendation

The value you get from your employee benefits plan is ultimately determined by 
the service of the provider. By partnering with a benefits consulting group who also 
provides a benefits administration platform, you will have access to the following 
solutions that are typically only available to larger corporations:

    ■ Wide array of “big company” benefits without restrictions 
    ■ Game-changing enrollment and administrative technology
    ■ Industry-leading advisory and traditional brokerage services with  
year-round support
    ■ Additional ease of administration with integrated payroll and benefits

The value you get 
from your employee 
benefits plan is 
ultimately determined 
by the service of the 
provider. 
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Employee Benefits for Small Businesses
Employee benefits aren’t limited to health care. There’s a wide variety of additional 
benefits you can provide, ranging from commuter benefits to 401k savings 
accounts to life insurance, to help you attract and retain quality talent.

There are essentially two categories of employee benefits: required and optional. 

Required Benefits
1. Unemployment Tax

Employers are required to pay federal unemployment tax (FUTA) and state 
unemployment tax (SUTA). Employees do not pay unemployment taxes. If one 
of your employees becomes unemployed, they might be able to receive state 
payments to assist them during their unemployment.

2. Workers’ Compensation

Workers’ compensation is a benefit that helps employees with work-related 
injuries or illnesses. The payments are used to pay for medical expenses and 
lost wages. Each state has its own regulations.

3. Required Leave

Laws require some types of leave. You should give employees sufficient time off 
to vote. Laws for this kind of leave vary, so make sure to review your state’s laws. 
Employees should also have time off to serve on a jury. Once again, check your 
state’s laws. Employees are also entitled to USERRA leave for military service.

4. FMLA

If your business has 50 or more employees within 75 miles of your worksite, 
your business is covered by FMLA laws. Employees can use up to 12 weeks of 
unpaid leave per year to tend to certain health and family issues. For specific 
details, check the FMLA rules. If your business has fewer than 50 employees, 
it still might be covered by state FMLA laws. Check to see if your state’s FMLA 
laws apply to you.
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Optional Benefits
1. Health Insurance

When most business owners think of employee benefits, health or medical 
insurance comes to mind first. Remember, if you have fewer than 50 full-time (or 
equivalent) employees, you may not need to provide health insurance. But check 
your state laws as they may be more comprehensive. If you do choose to provide 
health insurance, consider the following questions:

    ■ How many employees will want to sign up?
    ■ Do employees prefer a high or low deductible?
    ■ Do you want to provide a more expensive plan with better coverage and have 
employees pay a larger portion of the premium, or do you want to provide a 
cheaper plan where you can perhaps cover the whole premium?

Cost: There is no simple answer as to how much health insurance will cost 
because it depends largely on where you purchase your company health 
care plan (both your business’ location and your employees’ work and home 
locations). As the employer, you can choose to pay a flat amount per month 
or a percentage of the premium. So even if the plan is costly, it doesn’t have 
to be costly for your business or for your employees. Most medical insurance 
premiums are calculated as a pre-tax deduction for the employee.

2. Dental & Vision Insurance

Most employers might assume that if you aren’t going to offer medical 
insurance, why offer dental and vision? Well, dental and vision can be very 
valuable to your employees and provided at a low cost. So if you can’t afford 
health insurance, you might still consider offering dental and vision insurance to 
attract and retain employees.

Cost: The cost of dental and vision benefits depend on different factors, including 
plan design, provider network, health care expense trends, group characteristics, 
funding mechanisms and administrative expenses. It is best to get a quote by 
contacting your broker or provider directly. Like other medical insurance, dental 
and vision premiums are typical considered pre-tax deductions.
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Optional Benefits (continued) 

3. Life, Disability & Supplemental Insurance

Low-cost benefits with high value are life insurance and short- and long-term 
disability insurance. While many employers offer these as a voluntary benefit 
paid for out of the employee’s check, you might consider offering them as an 
employer-paid benefit. In particular, employees with children often appreciate 
life insurance, and older employees value the disability insurances. 

Cost: The exact rates are based on a number of factors, including the number of 
employees opting for the benefits, the company claims history, the occupations 
of the group, the gender and age of employees, and employees’ salaries. Some 
insurance premiums can be deducted pre-tax.

4. Paid Time Off & Holidays

There are several different kinds of paid time off (PTO), including sick leave, 
vacation, bereavement, personal time, and maternity and paternity leave. Paid 
holidays are another employee benefit. Federal law does not require you to 
provide any paid holidays; however, having them can be an important part of 
your overall compensation plan as many full-time employees expect to be paid 
for holidays.

Cost: The cost of PTO will depend on your individual payroll expenses and the 
amount of time you offer. PTO generally means you will pay an employee their 
full wages during those days off. For example, if someone makes $50,000 
annually, here are some figures:  

    ■ $50,000 = $961.54 per week (total salary divided by 52)
    ■ 2 weeks or 10 days of vacation leave = estimated $1,923.08
    ■ 1 week sick leave = $961.54
    ■ Total cost = $2,884.61

Low-cost benefits 
with high value are 
life insurance and 
short- and long-term 
disability insurance. 
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Optional Benefits (continued) 

5. Fringe Benefits

Other than the benefits mentioned above, nearly everything else you give 
employees is considered a fringe benefit, such as:

    ■ Education assistance for tuition and books
    ■ Repayment of student loans
    ■ Achievement awards up to $1,600 (e.g., performance bonus)
    ■ Employee discounts on your company’s products or services (up to 20%)
    ■ Birthday and holiday gifts 
    ■ Complimentary coffee, soda and snacks 
    ■ Employer-provided meals (that cost less than $75/person)

Cost: Since fringe benefits can range from use of the company work truck to 
college tuition to a birthday cake, the costs vary widely.

The Bottom Line 
Employee benefits don’t have to be complicated or even expensive, and they will 
improve your ability to hire and retain employees. Like running payroll and paying 
taxes, offering benefits is a small business complexity that, once you get it right, 
can actually help your bottom line. 

Finding the right partner, such as a benefits consulting group, who is able to create 
a benefits plan tailored to your company and provides benefits and technology that 
only large corporations typically have access to opens the door to a wider variety of 
solutions and lower costs for small and mid-sized employers. Employees will enjoy 
convenience, a variety of choices and peace of mind, knowing that their employer 
has a mindful eye on costs and care. 

About CBIZ Employee Benefits

At CBIZ Employee Benefits, we’re passionate about providing strategic solutions that will drive employee engagement and build 
a dynamic and thriving workplace culture. This isn’t cookie-cutter consulting. Our team of forward-thinking professionals will 
collaborate with you to develop an actionable plan designed to help you navigate the complexities of your benefits strategy, 
addressing your unique pain points and goals. You can count on us – with over 4,500 clients and 500 associates nationwide –  
as your trusted advisors committed to your success.

© Copyright 2018. CBIZ, Inc. NYSE Listed: CBZ. All rights reserved. • Rev: 10/2018

To learn more, visit us at cbiz.com/employeebenefits.
CBIZ Benefits & Insurance Services, Inc.

https://www.cbiz.com/insurance-hr/services/employee-benefits

