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Introduction
If you took a poll of your workforce right now, how many would know the actual cost of their 

compensation packages? How many would know what goes into total compensation? You may 

be surprised by how little your employees may know about their actual cost to your organization, 

all things considered. Despite being one of the highest costs to your organization, many 

employees aren’t aware that they cost your organization much more than their take-home pay. In 

addition to educating employees on the facts about total compensation, consider optimizing the 

additional benefits you offer employees to increase satisfaction without drastically increasing the 

cost to your organization.

While an employee’s base pay makes up the largest percentage of compensation, other benefits 

(both government-mandated and employer-driven) are still a significant percentage of an 

organization’s budget and total compensation. Maximize this investment by providing benefits to 

employees that are most likely to increase employee satisfaction. Popular benefits include:

XX Healthcare benefits including medical, dental, and vision insurance

XX Paid leave including vacation, holidays, personal time off, and sick days

XX Flexible time

XX Family benefits

XX Training and development opportunities

XX 401(k) and retirement planning 

According to the most recent Society for Human Resource Management (SHRM) annual 

Employee Job Satisfaction Survey, “Forty-five percent of employees reported that they would be 

likely or very likely to look for other jobs outside their current organization within the next year…

As the economy continues to improve and job seekers become more confident in securing new 

positions, organizations must design competitive benefits packages to attract and retain top 

talent.”1 No matter what benefits you offer employees, it is always a good idea to take the time 

to re-evaluate what you offer employees and educate them about what their total compensation 

package is worth. With nearly half your employees keeping an eye on new employment 

opportunities, ensure they are aware of the full value of their compensation, lest they perceive 

greener pastures elsewhere.

1 “2016 Employee Job Satisfaction Survey,” SHRM, www.SHRM.org
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Compensation
The most obvious part of compensation is pay itself. As previously mentioned, it is also the 

portion of compensation most visible to employees. SHRM reports, “Overall compensation/pay 

was the second most important contributor to job satisfaction, jumping from the fourth position 

in 2014” and has ranked within the leading five job satisfaction contributors since the survey 

began in the early 2000s.2 

The most important aspects of an employee’s pay are whether an employee is being paid 

competitively and what the base rate of pay is. To keep employees satisfied while prudently 

raising pay, ensure that your organization is offering competitive pay on par with other 

organizations in your area. The base rate of pay is very important to employees when it comes 

to job satisfaction. The more satisfied employees are with their base pay, the more satisfied they 

will be with their jobs overall. While compensation packages involve more than just pay, providing 

employees with a reasonable base pay commensurate with the local market can significantly 

increase job satisfaction. Educating employees about what all is included in their compensation 

packages benefits both of you. 

Employee education
According to the U.S. Bureau of Labor Statistics, civilian employers spend an average of $34.05 

for every hour an employee works. Of that, $23.35 (69 percent) goes towards salary, while the 

remaining 31 percent goes toward benefits and other forms of compensation. Organizations 

spend $10.70 on benefits for every hour an employee works,3  but employees are often unaware 

of that. There are several ways to educate employees to ensure they understand the true cost of 

their employment. 

Companywide forum
One way to educate your employees is to share compensation information broadly by hosting 

“town hall” meetings, writing articles for an internal blog or newsletter, or posting flyers around 

the office. Use one or more of these forums to inform employees about total compensation 

within your organization. They may overlook the costs of benefits, career development, and 

company-owned property when employees consider their compensation. Remind employees that 

compensation goes far beyond what is deposited into their bank accounts.

Personalized compensation report
The most effective and efficient way to educate employees about compensation is with a 

personalized report. This report—created with each employee’s individual information—gives a 

cost-by-cost breakdown of every component of compensation, including salary, benefits, paid 

leave, education, and more. Employees see more than their total compensation figure—they see 

how each additional benefit impacts their total compensation.

By breaking down the individual value of each benefit, employees gain a greater appreciation 

of what your organization invests in them. Personalized compensation reports also make it easy 

for management and human resources (HR) to know an employee’s full compensation cost for 

reviews or other considerations.

2 “2016 Employee Job Satisfaction Survey,” SHRM, www.SHRM.org
3 Employer Costs for Employee Compensation Historical Listing, National Compensation Survey, U.S.  

Bureau of Labor Statistics, June 2016
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Educate yourself
Another important practice is educating yourself on what your employees find most important. 

Take the time to ask your employees what they know about their benefits package to help you 

create better education materials. In addition, ask employees to rank the importance of benefits 

you currently offer and submit ideas for benefits they would like you to offer. Providing employees 

with the benefits that are most important to them increases the value of the benefits to your 

employees. Increasing value does not necessarily mean increasing cost, especially if you find 

that employees are indifferent about certain benefits you currently offer. Allowing employees 

to educate you on their needs and wants in terms of benefits is just as important as educating 

employees on the cost of their benefits. 

Benefits included in compensation
Often times, keeping or expanding benefits is more important to employees than increasing 

their salaries. With the rising cost of healthcare, the growing demand for better work-life 

balance, and the changing demographics of your workforce, certain benefits will inspire greater 

feelings of motivation and satisfaction in your workforce than others. It is vital to find out what 

is most important to your employees to continue to generate positive feedback and a motivated 

workforce. Then, find affordable ways to create compensation packages that are well received. 

Sometimes, however, the most motivating benefits are the ones that cost the least. What benefits 

are included in total compensation costs?

Healthcare
For most employees, healthcare or medical benefits are at the top of their lists of benefits 

worth offering. According to a recent study published by SHRM, 92 percent of employees 

deemed healthcare or medical benefits as important or very important.4  Ninety-eight percent 

of organizations surveyed offer at least some type of healthcare plan, 96 percent offer dental 

coverage, and 87 percent offer vision insurance. While there are other ways to motivate employees 

besides healthcare insurance, think twice before you reduce or eliminate healthcare coverage.

If you need to cut costs, give employees the option to pay more of the premium to keep the 

same services along with other options. To reduce their costs, some employers are reducing their 

portion of medical coverage for spouses and domestic partners, as well as shifting to high-

deductible medical plans instead of traditional PPO plans.5  You can also reduce or eliminate 

specific benefits from your healthcare offering that are not used by your workforce to keep 

costs down. Despite the fact that the average annual cost for providing healthcare coverage per 

employee is $8,6696 and growing, employees value it too much to reduce it drastically. If you do 

decide to change your organization’s healthcare benefits, be cognizant of how Affordable Care 

Act (ACA) legislation will affect your organization in the long term.

To augment healthcare benefits, wellness programs are a growing workplace trend provided by 

72% of employers surveyed.7  Weight loss, smoking cessation, and on-site flu vaccinations and 

health screenings are common wellness programs offered to employees.

4 “2016 Employee Job Satisfaction Survey,” SHRM, www.SHRM.org
5 “Health Benefits Take Bigger Bite Out of Paychecks,” SHRM, www.SHRM.org
6 “SHRM Customized Health Care Benchmarking Report,” 2016, www.SHRM.org
7 “2016 Employee Benefits,” SHRM, www.SHRM.org
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Work-life balance
Another very important benefit to employees is paid time off, with 63 percent of employees 

ranking this as very important.8 This, combined with flexible work schedules, contributes to 

allowing employees to have a strong work-life balance. When employees have the chance to step 

away from the office setting, they come back re-energized and with a fresh perspective on their 

work. In addition, paid time off includes sick leave, which helps keep your workforce healthy. 

If workers are not afraid they will lose money or even their job because they miss work due to 

illness, they are less likely to come into the office when they are contagious—keeping your entire 

workforce healthier and saving you money in the long run.

In addition to paid time off, flexible work arrangements are important in creating a productive 

work-life balance. Whether this means employees can set their own hours (within reason) 

or work from home either all or some of the time, allowing employees to create the type of 

environment that works best for them increases employee satisfaction while costing little to the 

organization. In fact, some flexible work arrangements may actually help save your organization 

money. Although you may not be able to increase salaries or costly benefits, finding ways to give 

employees flexible working arrangements helps keep morale up while keeping compensation 

costs down.

Training and development
An often overlooked portion of compensation is costs associated with training and development. 

When employees aren’t paying for training classes, they tend to forget the true cost of 

these programs. Providing training programs and developing your employees can increase 

compensation packages dramatically. Not only does training your workforce better prepare 

your organization for the future, it also shows employees that they are worth the investment. 

To maximize this investment, make sure employees are aware of the training benefits your 

organization offers.

Whether your organization offers tuition reimbursement, pays for onsite training, or sends 

employees to conferences, employees cannot take advantage of these opportunities if they do 

not know about them. Take the time to educate your employees about training opportunities. 

Though it may seem like your organization is spending more money by encouraging employees 

to take classes funded by the organization, you are actually investing in the future of your 

organization, as well as increasing employee satisfaction. Many employees are concerned with 

professional development and the ability to advance within an organization. Education is a 

long-term investment in your organization’s future. If your organization currently has a high rate 

of participation in training programs, employees may be surprised to discover the actual cost of 

these classes.

8 “2016 Employee Job Satisfaction Survey,” SHRM, www.SHRM.org
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Totaling compensation
As HR departments are challenged by having stagnant budgets while trying to recruit top talent, 

organizations are offering recruits a richer mix of non-financial benefits to accompany base pay. 

Non-salary components such as development, time off, and workplace facilities still contain a 

cost. Part of totaling an employee’s compensation package includes those components where 

employees are not receiving an immediate material or financial benefit. The value of some 

advantages for employees can be easy to measure. For example, time off can be calculated by an 

employee’s base pay, while workplace facilities such as a gym can be calculated by the average 

cost of a gym membership in your area. The worth of other benefits may be more difficult to 

measure, such as a mentoring program. For components that are less quantitative monetarily, 

remind employees of these programs.

When everything is added together, the cost of their total compensation package may surprise 

your employees. To decide the best package for your workforce, consider what is important to 

your organization and your employees, what other organizations in your area and industry offer, 

and what your organization can afford. By finding a balance between all those factors, you can 

create an affordable yet satisfactory compensation package that your employees are happy with 

and won’t break the organization’s budget.

When all the aspects of compensation are taken into consideration, managing total 

compensation for an entire organization may seem like a daunting task. Using the appropriate 

tools—such as Epicor HCM—can make it easier to understand and manage total compensation. 

Going beyond salary tracking and planning, Epicor HCM allows you to take all aspects of 

compensation into consideration. In addition, Epicor HCM makes it easy to communicate with 

employees about your total compensation packages.

Salary tracking and planning
Epicor HCM makes it easy to track an employee’s salary and pay history, regardless of currency. 

Not only can you track the amount an employee’s pay has changed, but you can also record the 

reason for the change. Was an employee paid a higher salary after being transferred to reflect 

a different cost of living, or was the employee also promoted or granted a raise? Epicor HCM 

makes it easy to keep notes and track how an employee’s salary has changed over time.

Epicor HCM also simplifies salary planning. Epicor HCM makes it easy for managers and HR 

professionals to create various salary models to visualize different ways an increased budget 

can be distributed across a department. By modeling salary plans, you can easily see how 

increasing or reducing a person’s salary by a certain percentage affects the funds available for 

the rest of the department.

Total compensation reports
As mentioned, providing personalized total compensation reports to your employees is 

an efficient and effective way to educate employees about the complete costs of their 

compensation. Using the Epicor HCM employee self-service module, employees can access 

personalized compensation reports that clearly display their compensation components in easy-

to-read diagrams. Employees can see what your organization is paying for healthcare benefits, 

paid time off, training and development, 401(k) match, and other benefits. This readily available 

information keeps employees informed about their total compensation while relieving HR from 

producing these reports.
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Benefit and absence tracking
Going beyond pay, Epicor HCM makes it easy to manage all aspects of total compensation from 

one intuitive interface, including benefit and absence tracking. Through the employee self-service 

module, employees can see their current benefit plans, the amount they contribute toward the 

premium, and the amount your organization contributes. You can provide important documents 

and other information to your workforce, as well as allow employees to update their benefit 

preferences during open enrollment—saving your staff from time-consuming data entry. 

With absence tracking, HR can easily manage multiple types of time off—whether it’s sick time, 

vacation, personal days, FMLA, etc. With integrated absence tracking, you can create a more 

flexible workplace for your employees. Epicor HCM allows employees to see how much time 

off they have available and submit time-off requests. Benefits reports include paid-time-off 

information, so employees can see the cost of their days off—increasing the perceived value of 

those days.

Beyond compensation management
In addition to managing total compensation and all of its components, Epicor HCM can help you 

manage all aspects of your workforce. Do you issue laptops or mobile devices to your employees? 

Keep track of what company property an employee has in Epicor HCM. If your organization offers 

training courses, allow employees to enroll in these courses through employee self-service. You 

can also use Epicor HCM to remind employees of HR policies, encourage them to take advantage 

of various benefits your organization offers, and communicate better as an organization. Epicor 

HCM helps you track all aspects of compensation, starting from an employee’s first day.

From basic HR functions such as absence tracking, personnel management, and compensation 

management to more advanced features such as performance management, training and 

development, and international functionality, Epicor HCM helps you manage your workforce from 

recruitment to retirement.  

http://www.epicor.com/company/connect-with-epicor.aspx
http://www.epicor.com

