
m€ E€+***l= Which would your employees rather
have: 12,000 more salary, or 12,000 worth of
benefits? Some people know right away; others
need to think about it. So how do you know
which to go for when you are puiting together
remuneration packages to attract new employees
- and retain existing ones?

Most companies stand or fall on the quality of
their people, and so getting the right balance
between salary and benefits is a business-critical
decision. There are arguments for and against in
the cash versus benefits debate, but in the end the
solution mighi be simpler than it first appears.

Richard Smith is an associate director at
Hudson, a recruitment firm for middle management
finance professionals. He believes that salary
should win every time. "There have been many
occasions where someone has been offered
two similar jobs - one wiih a higher salary and
the other with better benefits. In almost every
case they've gone for the cash. Salary
determines the mortgage you can get and has

FINANCIAL DIRECTOR

a much more immediate impact on your lifestyle."
Others point out that benefits are more effective

at tying an employee to the workplace. Paul Bartlett,
head of benefits services at HR consultancy Grass
Roots, says, "Using money as a motivational factor
is limiting and may not have the desired effect for a
top member of staff. There comes a point where
rewards, recognition and benefits can be far more
engaging. Non-cash rewards are powerful in terms
of creating a connection with the workplace."
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It may not come as much of a surprise that a
recruitment consultant is keen to maximise
salaries and a benefits adviser is keen to maximise
benefit packages. Yet, when it comes to finance
professionals there would seem to be a strong
argument for attracting and retaining them with
tax-eff icient benef its.

Paul Samuel, search and selection director at the
Sellick Partnership, says: "Finance professionals
tend to be aware of the tax implications of different
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financial benefits and so will be more enthused by
a package of the right benefits."

Indeed, if an employer spends 12,000 on benefits
such as a pension scheme. death-in-service
assurance and childcare vouchers, the employee
avoids paying National Insurance on it. So it is worth
more to them than 92,000 in cash. However,
healthcare schemes, company car allowances and
suit allowances are taxed as benefits-in-kind so ihe
cash equivalent would provide the same value io the
employee. There would then seem a strong
argument for offering tax-aware finance stafi a
package wdghted towards tax-efficient benefits.
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However, according to Deborah Cooper, director
at executive search consultancy Warren Partners,
age is a more impodant factor than profession in
determining whether people prefer salary or
benefits. "Young professionals at the stad of their
careers tend to be more concerned with security of
salary and the amount of money coming in every
month," she explains, "Once people reach their
30s and 40s they begin to think more long-term
about pensions, healthcare and other benefits."

Age and stage-of-career is surely impoftant.
However, some employers believe that the only way
to give their employees what they really want is to
ask them. Brian Wilkinson, director of recruitment
firm Vedior, says: "Employers might look at what a
company like Microsoft does and think that if it
works for Microsoft it will work for them. lt's not
always the case. You need to ask your existing staff
what would motivate them to remain with the
company and give them exactly that."

Often the outcome is surprising. At Select
Appointments, one of Vedior's companies, the
employees, mostly women under the age of 30,
said they were mostly uninterested in the bene{its
package on offer and would prefer greater flexibility
around maternity leave. So, it now gives them a
cash bonus for coming back to work after
maternity and allows them to work exactly what
hours they want. Since that change it has not lost a
single employee following maternity leave.

Indeed, according to lvan Robertson, managing
partner of business psychologists Robeftson
Cooper, people tend not to be motivated by either
salary or benefits. "Studies show that what attracts
people to a job and what keeps them there is the
quality of management and the existence of
achievable and worthwhile goals," he says.

Rather than spending money on either higher
salaries or improved benefits packages,
companies should invest in management
development programmes. lt might not be a
cheaper solution, but it might be more effective. ffi
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A e2,000 pay rise or at2,000 benefits package:
which is the better way to attract and retain top staff?
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