
29The Australian Journal of Financial Planning

a Financial Standard publication Volume 4  Number 2  2009 

How can employers develop and offer cost-effective benefits that attract and retain 
a diverse group of employees?

l Importance of employee benefits in attracting and retaining talent.

l Disconnect between what employees want and what employers think they want.

l Communication is key to improving satisfaction, attraction and retention.

l Benefits-related issues facing employers – who should pay and how best to 
assess value.

Importance of employee benefIts  
In attractIng anD retaInIng talent

Four out of five (80 per cent) working Australians see employee benefits as an 
important consideration when joining an organisation. Nearly one-third regard them 
as very/extremely important. Yet only 55 per cent of employers believe employee 
benefits programs contribute to the attraction and retention of key talent.

Other key findings:

l The importance of flexible working arrangements in attracting staff increased 
by 15 per cent between 2005 and 2008.

l The importance of offering extra superannuation benefits (above the minimum 
9 per cent contribution level) to attract staff has nearly doubled between 2005 
and 2008.

l There are subtle, but critical, variations in the value and importance of benefits 
for employees by age and by gender.

There are inconsistencies between employee and employer perceptions about the role 
employee benefits play in a person’s decision to choose and stay with an employer.
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Figure 1.  Importance of benefits in the employee decision  
to join an organisation

Figure 2.  Employer’s view of benefits as a contributer in  
attracting and retaining key talent

Figure 3.  Factors important in attracting new employees: 
the employer view

Figure 4.  Factors important in retaining new employees:  
the employer view
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Figure 5.  Factors important in considering a new job opportunity: the employee view

Attracting new employees – the employer view

Employers believe the following factors contribute most to the 
attraction of new employees:

l Career prospects (79 per cent)

l Level of pay/remuneration (73 per cent)

l Flexible working arrangements (72 per cent)

The importance of flexible working arrangements rose 
significantly in 2008, reflecting the increased importance of 
work/life balance. 

It is interesting to note the importance of extra superannuation 
benefits increased from 17 per cent in 2005 to 31 per cent in 
2008. General awareness of superannuation among Australian 
employers and employees inevitably increased with the 
introduction of choice of superannuation fund in 2005 and 
Better Super in 2007.

More employers now rank extra lifestyle benefits, such as gym 
memberships, as important in attracting new employees – 
increasing from 12 per cent of employers in 2005 to 23 per cent 
in 2008. We anticipate this trend will continue in a tightening 
labour market as employers look for new ways to differentiate 
themselves to attract talent and as employees increasingly look to 
employers for benefits outside the square.

Retaining new employees – the employer view

Employers believe the following factors contribute most to the 
retention of new employees:

l Level of pay/remuneration (67 per cent)

l Career prospects (64 per cent)

l Good relationships with colleagues (59 per cent)

Career prospects and remuneration remain constant factors in 
attraction and retention according to employers. It is not 
surprising that these are viewed as crucial considerations for an 
employee. Employers’ awareness of the importance of benefits

such as discounted health and home insurance appears to have 
increased since 2005. However, a disparity between what 
employers recognise as important factors in attraction and 
retention and what they actually offer is evident.

Attraction and retention – the employee view

There is a subtle, but critical, difference by age group and gender 
in how employees value certain benefits when considering a 
new job and deciding to remain with an employer.

l Among younger people (aged 20–29), the level of pay, 
career prospects, training and development opportunities 
and lifestyle-related benefits weighed heavily in the 
decision to take up a job opportunity. Relationships with 
their managers and colleagues ranked highly as factors in 
their retention.

l For those in middle-age categories, level of pay and 
rewarding work remained important in choosing a job and 
staying with an employer. However, in terms of remaining 
with an employer, level of pay dropped significantly as a 
consideration for those aged 30–39. This group valued 
work they considered as “rewarding” the most.

l Older working Australians sought positive relationships 
with their managers, rewarding work, a good company 
culture and, not surprisingly, extra superannuation benefits.

There were also some differences in gender, both in choosing 
and remaining with an employer. Females ranked flexible 
working arrangements, good managerial relationships and 
training and development opportunities higher than males. 
Males were particularly attracted to company culture and much 
more interested in opportunities for international placement and 
relocation than women.
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a wIDenIng gap between what employees 
value anD what employers thInk they value
Employee dissatisfaction with benefits has risen markedly since 
2005. In 2008, 39 per cent of employees rated the benefits 
available to them as either poor or very poor, relative to 31 per 
cent in 2005. A similar number (37 per cent) felt their benefits 
were good, but less than 25 per cent rated their benefits as very 
good or excellent.

l Very few (4 per cent) employers believed their employees 
were very dissatisfied with the benefits available to them. 
However, a higher (than expected) proportion (15 per cent) 
of employees considered themselves very dissatisfied with 
their employee benefits.

l Nearly 50 per cent of older workers (50+) are much less 
satisfied with their benefits than younger employees. The 
situation will worsen for employers in coming years as 
the proportion of the Australian workforce aged 55+ 
increases significantly.

l The grass is greener – 32 per cent of employees felt their 
situation was worse than for employees in other 
organisations.

l Employers continue to underestimate the value of benefits 
such as private health insurance and overestimate the 
importance of benefits such as paid parental leave.

These results may reflect several factors including a tighter job 
market and skills shortages that have led to a shift in the 
negotiating power between employer and employee, a failure of 
employers to constantly refresh their benefits offerings or simply 
to communicate them effectively to employees. 

The first step for employers to improve employees’ satisfaction 
with their benefits is to get a better understanding of what 
employees value.

Figure 6.  Factors that contribute to the retention of employees: the employee view

Figure 7.  Employee satisfaction with current benefits
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By and large, employers acknowledge that their employees may not 
be satisfied with their benefits. What’s concerning is how much 
employers are underestimating employees’ satisfaction. Very few (4 
per cent) employers believed their employees were very dissatisfied 
with the benefits available to them. However, a higher (than 
expected) proportion (15 per cent) of employees considered 
themselves very dissatisfied with their employee benefits.

Why are some employees dissatisfied?

Analysis of reasons for being dissatisfied can be broadly categorised 
as follows:

l Lack of benefits in general

l Lack of equal access to benefits

l Fewer benefits offered than by other organisations

Comments from employees included:

“Because there are virtually no benefits offered. An in-
centive scheme would improve things.”

“Benefits are almost non-existent. Do not feel I am valued 
as an employee.”

“Pay is low and being able to access discounted medical care 
and insurance would make it easier to make ends meet.”

“We are only provided with the bare minimum, which 
makes me feel under-valued as an employee.”

“Not that many benefits offered, and most benefits suit 
people on higher incomes. Benefits are only for upper 
management.”

“There just isn’t enough to keep me at work – compared 
to other workplaces, the benefits offered to me are next to 
nothing. For such a big company, they could do a lot more 
to encourage their staff to stay on.”

Figure 8.  Employee satisfaction – perception and reality Figure 9.  Benefit comparisons to other organisations 

Is the grass greener on the other sIDe?
employees were asked if they thought benefits available were 
better elsewhere. many were uncertain (31 per cent) but a 
similar proportion (32 per cent) felt their benefits were worse 
than those available in other organisations. employers need to 
take heed of these findings given the tight labour market, 
especially if they are seeing low utilisation of benefits, as this 
may reflect a low level of awareness of the benefits offered.



34 The Australian Journal of Financial Planning

a Financial Standard publication Volume 4  Number 2  2009 

Employee and employer mismatch  
on employee benefits

We found gaps in the benefits employers believed employees 
value, relative to the benefits employees actually value. For 
example, when employers were asked which benefits they 
thought employees would like, they ranked paid parental leave 
for the primary caregiver on the top of their list – employees 
put this well down their own list at 14th (on a par with a social 
club program).

The Top 10 – only three benefits are shared

 What employees want

1. Discounted private health insurance

2. Home computer/internet packages

3. Home loans at lower interest rates*

4. Self-education expenses*

5. Discounts on movies/hotels/airfares

6. Discounted income protection insurance

7. Discounted home/contents insurance

8. Ability to work from home*

9. Subsidised gym membership/personal trainer

10. Other loans (i.e. personal or car) at lower interest rates

 What employers think employees want

1. Paid parental leave for primary caregiver

2. Ability to work from home*

3. Paid parental leave for secondary caregiver

4. Discounts on company products

5. Employee share plan

6. Home loans at lower interest rates*

7. Ability to make super contributions greater than 9 per cent

8. Self-education expenses*

9. Company car/lease

10. Additional base salary in lieu of annual leave

* Shared benefits

What do employers think employees want

Many employers over-rate the importance of the following benefits 
to employees:

l Paid parental leave for primary/secondary caregiver

l Discounts on company products

l Participation in company bonus schemes

l Employee share plan

and underestimate the importance of the following benefits to 
employees:

l Discounted private health insurance

l Access to discounted professional services

l Discounted home/contents insurance

l Discounted movies/hotels/airfares

l Discounted financial planning advice

l Home computer/internet packages

These benefits are often the first thing to be culled from family 
budgets in tighter economic times. 

What do employees really want?

When ranking benefits they did not currently have, but desired, 
employees prioritised discounted health insurance, discounted 
home loans, and home computer/internet packages. Career and 
lifestyle benefits also featured:

Career

l Assistance in self-education expenses 

l Ability to work from home

Lifestyle

l Discounts on movies, hotels, airfares

l Discounted home/contents and income protection insurance

l Subsidised gym membership or personal trainer

There is also evidence of increased popularity, since 2005, of 
vehicle-related benefits such as vehicle allowances and a company 
car. Company cars offer a tax-effective option for employees who 
can benefit from the current fringe benefits tax regime. However, 
rising fuel prices in Australia have forced many employers to 
review their transport and company vehicle policies.

Females were particularly interested in support from their 
employer for self-education expenses and access to lower interest 
rates for car/personal loans. The popularity of home computer/
internet packages has increased among younger people. There 
was a general decline in desire to participate in bonus schemes 
and employee share plans – which is likely to be related to 
declining market performance over the past 12 months.

Future employer intentions

Mercer asked employers what benefits they were considering 
introducing in the next five years. 

Improving flexibility and work-life benefits (such as flexible 
hours or on-site childcare) topped the list of the most common 
benefits employers were considering. 

As the make-up of the Australian workforce continues to change 
over the next five years, with the number of older workers 
increasing, the dynamics of the employer/employee relationship 
are expected to continue to shift.

It appears employers haven’t drawn a link between the changes 
occurring in society (rising health costs, pressures on housing 
and concerns about retirement savings), and the value their 
organisations can add in helping employees better manage 
those changes.
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Table 1.  Benefits employees would like to have
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Table 2.  Employer/Employee comparison of benefits sought
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effectIve communIcatIon: key to ImprovIng 
satIsfactIon, attractIon anD retentIon
l There is a clear correlation between employee awareness of 

benefits and favourable ratings of the benefits available.

l An ability to make additional superannuation contributions 
above the 9 per cent minimum level had the greatest 
awareness among employees. For all other benefits listed, 
perceived availability was low (less than 40 per cent).

l Only one in four employers (26 per cent) says they actively 
market their benefits program to all employees.

l Among employees who rated their benefits, poorly 
respondents were aware of an average of only four benefits.

The link between awareness and satisfaction

Correlation awareness reveals that, as the number of benefits an 
employee is aware of increases, the favourable ratings of the 
benefits available will also rise. Increased awareness does not 
automatically transfer to greater satisfaction but, in terms of 
improving your employer brand, simply offering more 
information to employees may prove valuable in improving 
employee satisfaction.

A relatively high proportion of employees claim to have few 
benefits and Mercer highlights the opportunity for employers to 
do two things:

1. Consider expanding the benefit suite offered to employees; 
and/or

2. Improve the communication strategy for those benefits 
already available to employees.

Employee awareness of benefits

An ability to make additional superannuation contributions 
above the 9 per cent minimum level had the greatest awareness 
amongst employees – 64 per cent say they have access to this 
benefit. However, only 34 per cent had used it in the last two 
years. For all other benefits, perceived availability was low.

Benefits offered by employers

The ability to make additional superannuation contributions 
over the 9 per cent standard was the most commonly available 
benefit (86 per cent). The ability to work from home and paid 
parental leave were the next most common benefits. Only 28 
per cent of employers offered discounted financial planning 
advice as an employee benefit.

Figure 10.  Corrrelation of awareness of benefits  
with satisfaction

Figure 11.  Employer promotion of employee benefits 

among employees who rated their benefits poorly, respondents 
were aware of an average of only four benefits. among those who 
rated their benefits as fair/good, respondents were aware of, on 
average, seven benefits. among those who rated their benefits 
available as very good/excellent, respondents were aware of, on 
average, at least 12 benefits being available to them.
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Table 3.  Employee perceptions of benefits currently available

Active promotion of employee benefits 

Mercer found many employers do not actively market their 
employee benefits programs, and this coincides with low 
awareness among employees of the benefits available. 

Only one in four (26 per cent) employers says they actively 
market their benefits program to all employees, up slightly from 
2005. Some employers report that they market their benefits to 
new employees, but not existing employees.

The vast majority of employers consider themselves responsive 
to requests for information. However, these results suggest many 
do not proactively provide such information. 

One in four (25 per cent) employers listed employee benefits 
on the organisation website, indicating acknowledgement of 
the importance of promoting employee benefits to ‘attract’ 
potential employees.
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Table 4.  Benefits offered

How do employees rate the communication  
of their benefits?

Given the uncertainty around benefits held, it is not surprising 
to observe low satisfaction levels with communication around 
benefits. Only one in four (25 per cent) rated communication as 
very good/excellent, while nearly two in five (38 per cent) rated 
it poorly.

Given Australian organisations make a significant investment in 
employee benefits, it is critical for employers to ensure they get 
the most for their employee benefits program dollars. Developing, 

establishing and running the program is not enough. Without 
communication to engage employees, the program will add 
limited value. Employers need to actively promote benefits to 
employees in a targeted way. For example, while there was a 
time when all employees would receive the same benefits 
communication letter, now it is much more common for a 45-
year-old employee with three children to get a different letter to 
a 35-year-old single employee, or a 55 year-old employee 
looking towards retiring.
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case stuDy

How Ericsson Australia has tailored benefits  
for its employee demographics

ericsson australia has begun a targeted process to customise 
its employee value proposition for specific groups. the initial 
focus has been on employees in the over 50s age group. 
working with mercer, ericsson introduced a targeted program 
to educate employees about new transition to retirement 
provisions in superannuation. In doing so, they improved 
engagement, provided benefits that employees valued, and 
positioned ericsson as an employer of choice in an increasingly 
challenging It&t industry.

The results

l high levels of interest – the Transition to Retirement program 
was attended by approximately 70 per cent of ericsson’s 
over 50s demographic.

l more open dialogue – transition to retirement prompted a 
broader dialogue between ericsson and its employees in 
the over 50s age group. this was not only about 
superannuation and insurance but also about flexible work 
practices and, importantly, job design for mature employees. 
this will help ensure that employees continue to be engaged 
and use their valuable knowledge as they approach 
retirement.

l proactive financial planning – by raising awareness, some 
employees have taken greater control over their financial 
futures by engaging their own financial planners.

Since the initial program, Ericsson has:

l started drafting a framework with mercer for education 
programs and additional customised services for other 
demographic and talent groups. the company aims to 
implement some of these during 2008/09.

l funded the cost of personalised financial planning for 
individuals experiencing prolonged illness or financial 
hardship. the company sees this as a core part of its 
commitment to supporting employees facing unforeseen 
circumstances.

“We see the provision of financial education and, where 
appropriate, financial planning as one process that is vital for 
our employees to have the knowledge to make life choices. We 
believe that a targeted approach will result in even greater 
engagement of specific employee groups, demonstrate 
Ericsson’s commitment to providing benefits that employees 
truly value and, overall, will position us well as an employer in 
an increasingly challenging industry.”

Colin Pritchard
manager – performance and reward
ericsson australia

Figure 12.  Employee ratings of benefit commuication

Figure 13.  Who should pay for employee benefits?
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benefIts-relateD Issues facIng employers 

Who should pay for employee benefits?

The majority of employers and employees felt the cost of additional 
employee benefits should be shared between the user, employer 
and service provider. Only one in four (26 per cent) employees felt 
the employer should bear the entire cost of additional benefits.

Employers’ views regarding the value of benefits in employee 
retention efforts have changed since 2005. In 2005, 16 per cent 
of HR Directors believed employers should meet the cost of 
additional benefits. In 2008, this rose to 25 per cent.

How do employers assess the value of their 
employee benefits programs?

The majority of employers surveyed felt that a successful 
employee benefits program was one that employees were aware 
of, and understood. Furthermore, flexibility and choice were 
cited as important, as was making a positive contribution to 
company culture.

A lack of formal evaluation programs means many employers only 
learn about the value of their benefits from exit interviews.

Among employers surveyed, very few report a formal evaluation 
method for understanding what benefits employees value. This 
coincides with the differences noted earlier between the benefits 
valued by employees versus those which employers thought 
employees valued.

Approximately half of employers listed recruitment and exit 
interviews as the most common methods for gathering insights 
into the benefits valued by employees. Informal modes of 
feedback were also common with the “grapevine” or anecdotal 
feedback methods (41 per cent) being the next most popular.

Formal feedback through surveys and focus groups (33 per cent) 
are only mentioned by one in three employers. Even fewer 
monitor take-up rates or measure the impact their

benefits have on productivity, employee turnover and absence 
statistics. Monitoring of these statistics has, however, increased 
marginally since 2005.

employer takeout 
Employers must strike a balance 

the employer – employee mismatch suggests many employers 
would gain from asking employees what benefits they value 
while they are still employees, and taking the time to recognise 
and understand the characteristics and needs of different 
demographic groups. given the significant spend by australian 
employers on pay and benefits, a more formalised assessment 
process may be beneficial in improving attraction and retention 
of staff in a time when the search for skilled workers is not 
easing for many businesses.

Figure 14.  Success factors of employee benefits programs Figure 15.  Monitoring of employee benefits by employers


