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n  New SHRM research shows that benefits remain at the 
top of the list of factors that determine U.S. employees’ job 
satisfaction.

n  Several studies show that despite increasing costs, overall 
benefit offerings have remained fairly steady over the past 
five years and many types of benefit offerings are expanding. 

n  Broader trends such as employee demographics, govern-
ment legislation and global competitive pressures are likely 
to influence employer benefit offerings. Differences in region, 
industry, labor force characteristics and company size may 
also significantly affect benefits strategies and costs in the 
years ahead. 
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Over the past few decades and especially 
since intangible assets surpassed tangible 
assets in determining company value, busi-
ness and management researchers have 
sought to find the links between the indi-
vidual behaviors of employees and the 
financial performance of organizations. The 
consensus seems to be that, more than ever, 
the foundation of sustained competitive 
advantage lies in the way employees meet 
the business goals of their organizations. 
Though it is fairly well established that 
human capital is now the most significant 
source of competitive advantage, human 
capital is much more difficult than financial 
capital to quantify. Unlike financial capital, 
the value of human capital relies on indi-
vidual workers making their own choice to 
contribute their knowledge and skills to the 
organization. Because this choice is ongo-
ing, much of the role of HR professionals is 
in ensuring that their organizations create a 
climate that inspires employees to give their 
best day after day. 

Finding ways to make employees feel 
positive toward their employers and satis-
fied in their jobs is one of the most impor-
tant strategies HR professionals can use 
to achieve this goal. SHRM research find-
ings show that employees value benefits 
more than any other factor in determining 

their job satisfaction, and this may be one 
reason why, in spite of rising costs, orga-
nizations continue to invest considerable 
resources into their benefit offerings. The 
SHRM 2007 Benefits Survey shows that 
many types of benefits are even expanding. 
Balancing the demand for key benefits, 
especially health insurance and retirement 
benefits, against rising costs and other pres-
sures such as global competition, demo-
graphic changes and government legislation 
will continue to be a challenge for organi-
zations, and it may affect each organization 
differently depending on its size, industry, 
region and labor force.

The importance of benefits in 
determining job satisfaction
SHRM has been tracking the importance of 
various job satisfaction factors over the last 
five years. Over these years, benefits showed 
up at the top of the list more often than any 
other factor, including compensation/pay 
(see Table 1).

In 2007, even the top factors deter-
mining job satisfaction for employees 
have dropped somewhat in importance. 
There are several possible reasons for this. 
Employees could potentially be begin-
ning to have lower expectations of their 
employers’ ability to guarantee many of 

the factors that are most critical in improv-
ing employee job satisfaction. It could 
also reflect the changing demographics of 
workers. Younger workers tend to place 
greater importance on more job satisfac-
tion factors than older workers do, though 
some studies have shown that pre-retirees 
are most likely to cite benefits as a key 
reason for staying with their company (see 
Figure 1). As the workforce ages, an over-
all downward trend in the percentage of 
employees citing various factors as “very 
important” could continue. Yet, the large 
generation Y, with its reputation for high 
employment expectations, has only just 
begun to make its mark on the workforce. 

Table 1 | Top 10 “Very Important” Aspects of Employee Job Satisfaction (According to Employees)

2002 
(n = 604)

2004 
(n = 604)

2005 
(n = 601)

2006 
(n = 605)

2007 
(n = 604)

Benefits 64% (2) 68% (1) 63% (1) 65% (2) 59% (1)

Compensation/pay 59% (5) 63% (2) 61% (2) 67% (1) 59% (1)

Job security 65% (1) 60% (4) 59% (4) 59% (3) 53% (3)

Flexibility to balance life and work issues 62% (3) 57% (5) 60% (3) 59% (3) 52% (4)

Communication between employees and senior 
management

62% (3) 54% 50% 48% 51% (5)

Feeling safe in the work environment 36% 62% (3) 55% (5) 54% (5) 50%

Management recognition of employee job performance 49% 47% 45% 47% 49%

Relationship with immediate supervisor 49% 49% 46% 47% 48%

Autonomy and independence 46% 42% 41% 44% 44%

Opportunities to use skills/abilities — 47% 44% 51% 44%

Note: Data are sorted by �007 column. A dash (—) indicates that this question was not asked. Numbers in parentheses indicate position of aspect in respective column year. Survey was not con-
ducted in �00�. 
Source: SHRM �007 Job Satisfaction Survey Report
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As more Gen Y workers join the workforce, 
they could influence both the relative 
importance and the kinds of factors that 
determine how happy the overall workforce 
is with their jobs. 

HR professionals appear to be prepar-
ing for a future where employees have 
higher expectations. In the SHRM 2007 
Benefits Survey, even though HR profes-
sionals were not completely aligned with 

the order of importance that employees 
placed on particular factors, the percentage 
of HR professionals that rated benefits as 
“very important” in determining job satis-
faction was actually somewhat higher than 
that of employees themselves (62% versus 
59%). The findings underscore just how 
aware HR professionals are of the impor-
tance of benefits in determining employee 
job satisfaction and the pressures they face 

in responding to this demand in light of 
continuously rising costs. 

According to a 2006 SHRM survey, 
HR professionals are most concerned about 
retaining highly educated younger employees, 
and this may be particularly true of industries 
with high numbers of young knowledge 
workers—59% of HR professionals in the 
high-tech sector say they are most concerned 
about retaining employees in Generations X 
and Y (those born after 1964). If this trend 
continues, even if a greater percentage of the 
workforce is made up of older workers with 
lower demands for many of the top job satis-
faction factors, the employees who drive the 
development of employee benefits most may 
be younger, in-demand knowledge workers. 
But even if the demands of older workers 
dominate, the emphasis pre-retirees are plac-
ing on benefits suggests that benefits will 
continue to be a central part of recruitment 
and retention strategies.

Types of benefits most important 
to job satisfaction
The pressure between rising costs and 
employee demand is most apparent when 
looking at the specific benefits that are most 
important in determining job satisfaction 
overall—health care/medical benefits. The 
importance of health care to job satisfaction 
has been constant over the past five years. 

Figure 1 |  The Role of Benefits in Employees’ Decisions 
to Accept and Keep Their Jobs

       Important reason for coming to employer             Important reason for remaining with employer

Source: Metlife Study of Employee Benefits Trends
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Table 2 | Top 10 “Very Important” Aspects of Employee Job Satisfaction (According to HR Professionals)

2002 
(n = 461)

2004 
(n = 429)

2005 
(n = 505)

2006 
(n = 548)

2007 
(n = 713)

Relationship with immediate supervisor 61% (3) 70% (1) 71% (1) 72% (1) 70% (1)

Compensation/pay 54% (5) 58% (5) 62% (3) 60% (5) 67% (2)

Management recognition of employee job performance 62% (2) 68% (2) 69% (2) 71% (2) 65% (3)

Benefits 53% 60% (3) 61% (4) 62% (3) 62% (4)

Communication between employees and senior management 77% (1) 59% (4) 60% (5) 62% (3) 60% (5)

Career development opportunities 48% 51% 50% 56% 49%

Opportunities to use skills/abilities — 57% 52% 53% 49%

Flexibility to balance life and work issues 46% 53% 53% 50% 48%

Job security 59% (4) 50% 49% 50% 48%

Career advancement opportunities 43% 43% 47% 49% 46%

Note: Data are sorted by �007 column. A dash (—) indicates that this question was not asked. Numbers in parentheses indicate position of aspect in respective column year. Survey was not con-
ducted in �00�. 
Source: SHRM �007 Job Satisfaction Survey Report
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With higher health care costs and more 
fear of the financial repercussions of going 
without insurance, health care seems likely 
to continue to be the most valued benefit 
for the foreseeable future, though retire-
ment benefits and paid time off also appear 
to be very important to employees. 

While most demographic groups tend 
to be in general agreement about many 
of the top issues that make them happy 
in their jobs, there are some demographic 
variations that could influence the relative 
importance of different factors over the 
coming years. Unsurprisingly, older work-
ers value retirement benefits more than 
younger workers do, and as the workforce 
ages, this benefit could become increas-
ingly important. Work/life balance as a 
recruitment and retention tool may also 
grow in importance for several reasons. 
Because the flexibility to balance life and 
work issues is very critical to younger 
employees and women, benefits that 
support work/life balance could become 
a central recruitment and retention factor 
as Generations X and Y come to dominate 
the workforce. With many baby boomers 
planning to continue to work past retire-
ment age, they may also seek greater job 
flexibility. Work/life balance may therefore 
come to be seen as something that work-
ers of all ages greatly value. In addition, 
as other benefits such as health care and 
retirement benefits become more diffi-
cult to guarantee to all workers due to 
rising costs, more emphasis may be put on 
work/life balance and flexibility to offset 
the dissatisfaction that reductions in other 
benefits could bring about.

Trends in benefit offerings

Health care and wellness benefits
The recognition of how important health 
care benefits are to employees might be one 
important reason why most health care ben-
efits have remained fairly steady since 2003, 
according to the SHRM 2007 Benefits 
Survey, which asked HR professionals which 
benefits their companies currently offer. 
Where there were noticeable differences 

between 2003 and 2007 in the health care 
benefits organizations offered, more often 
than not this represented an increase in 
the type of offerings rather than a decrease 
(see Table 3). In fact, the only health care 
benefit offering that decreased significantly 
between 2003 and 2007 was indemnity 
plans (dropping from 28% to 18%).

This seems counterintuitive—with 
health care costs increasing year after year, 
it seems only logical that the number of 
health care benefits on offer would decline. 
But there are a number of factors that 
might help explain this. First, declines in 
employer-provided health care coverage 
are more likely to emerge from the large 

Table 3 |  Health Care and Wellness Benefits That 
Increased Between 2003 and 2007

2003 2004 2005 2006 2007

Chiropractic insurance 59% 56% 56% 81% 80%

Well-baby program (post-natal care) 42% 44% 40% 83% 80%

Vision insurance 71% 71% 80% 73% 79%

Employee assistance program (EAP) 67% 70% 73% 71% 73%

Prenatal program 27% 29% 25% 82% 70%

Wellness program, resources and information 57% 56% 62% 66% 68%

Health screening program 40% 43% 44% 49% 47%

Smoking cessation program 32% 33% 34% 39% 40%

Cancer insurance 28% 31% 28% 36% 35%

Health reimbursement accounts (HRAs) 20% 17% 18% 18% 29%

Source: SHRM �007 Benefits Survey Report

Figure 2 | Innovative Health-Related Programs Grow

       �00�             �006

* Question was not asked in �00�.
Source: Metlife Study of Employee Benefits Trends
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number of small businesses that do not 
employ any HR staff. Since the respondent 
pool of the survey was made up of HR 
professionals, this kind of trend would not 
be reflected in the survey findings. Second, 
a growing number of different health 
care-related offerings may not necessar-
ily represent a growing willingness among 
employers to spend more on health care. 
In fact, many of the health care benefits 
that have seen the most growth are those 
involving preventive care or new ways of 
paying for health care that shift more costs 
onto employees. SHRM polls on strategies 
to overcome rising health care costs over 
the past three years have shown preven-
tive health care and wellness programs to 
be one of the most important strategies 
organizations are using to try to deal with 
rising costs. Rather than indicating more 
investment in health care spending overall, 
many of these health care benefits most 
likely reflect employers’ attempts to find 
ways to bring down health costs, especially 
through preventive care. 

This shift to preventive care and encour-
aging healthy behaviors is also indicated in 
the 2007 MetLife Study on Benefit Trends 
that showed strong growth in many health-
related programs (see Figure 2). A better 
understanding of the kinds of factors that 
lead to the chronic health conditions that 
are most expensive to treat could be lead-
ing many employers to develop programs 
that encourage healthy behaviors and 
reduce disease risk factors.

Retirement benefits
Numerous studies have shown rising con-
cern among employees about financial 
security and the ability to save for retire-
ment. The 2006 Rewards of Work Study 
found a dramatic decline between 2003 
and 2006 in employee satisfaction with 
retirement benefits. Whereas 56% of work-
ers were satisfied with their retirement 
benefits in 2003, only 42% were satisfied 
in 2006, making it the strongest decline 
in satisfaction for any of the benefits stud-
ied, including health care. The Employee 

Benefit Research Institute’s (EBRI) 2007 
Retirement Confidence Survey findings 
show that workers have been slow to adapt 
to a changing U.S. retirement system. 
According to the survey, many workers are 
counting on benefits that, in all likelihood, 
will not be there when they retire, and 
most have only saved a modest amount for 
retirement (see Table 4).

Future demand for retirement benefits 
and expectations about the future avail-
ability of benefits could be affected by 
economic conditions that influence savings 
rates or access to key benefits among differ-
ent demographics and age groups. For 
example, young people are the largest U.S. 
demographic without health insurance, 
and this could influence future demand for 
health care benefits, especially as younger 
generations begin to establish families. 
Retirement benefits may be the area where 
expectations could be most influenced by 
generational economic trends. The genera-
tions following the baby boomers seem 
to have lowered expectations that they 
will be able to access retirement benefits, 
especially pensions, through their employ-
ers. At the same time, they also may face 
financial obstacles that make them less 
likely to take advantage of the retirement 
benefits their employers do offer. Paying 
off college debt is one major obstacle 
that is increasingly delaying when workers 
begin saving for retirement. In addition, 
despite their greater financial investment 
in education, young people now entering 

Table 4 |  Reported Total Savings and Investments* 
(Among Those Providing Responses by Age)

All  
Workers

Ages  
25-34

Ages  
35-44

Ages  
45-54

Ages  
55+

All  
Retirees

Less than $10,000 35% 50% 36% 24% 26% 32%

$10,000 -$24,000 13% 18% 16% 10% 5% 13%

$25,000 - $49,999 10% 9% 10% 11% 9% 10%

$50,000 - $99,999 13% 10% 14% 15% 11% 12%

$100,000 - $149,000 8% 7% 7% 9% 11% 8%

$150,000 - $249,999 7% 1% 9% 10% 9% 12%

$250,000 - $499,999 7% 1% 4% 12% 11% 5%

$500,000 or more 7% 4% 4% 9% 17% 9%

*Not including value of primary residence or defined benefit plans
Source: Employee Benefit Research Institute and Mathew Greenwald & Associates, Inc., �007 Retirement Confidence Survey

Retirement 
benefits may be 
the area where 
expectations could 
be most influenced 
by generational 
economic trends.

Table 5 | Retirement Benefits That Increased Between 2003 and 2007

2003 2004 2005 2006 2007

Defined contribution retirement plan 75% 77% 81% 81% 83%

Individual investment advice 30% 29% 33% 48% 42%

Automatic enrollment into defined contribution retirement plan — — 30% 30% 32%

Note: A dash (—) indicates that this particular benefit was not asked about or was combined with another benefit. 
Source: SHRM �007 Benefits Survey Report
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the workforce earn less than their coun-
terparts in previous generations. In 1974, 
the typical male high-school-only graduate 
in the 25-to-34 age group earned an infla-
tion-adjusted $42,697. In 2004, earnings 
had declined to $30,400, and even young 
adult males with bachelor’s degrees or 
higher are earning less than their 1974 
counterparts. Compared to the median net 
worth of Americans between the ages of 55 
and 59, which rose 97% over 15 years, the 
median household net worth of the 35-39 
age group fell 28% and the median income 
fell 10%. These economic conditions seem 
to be influencing generational behaviors 
when it comes to saving for retirement. A 
2007 survey from Charles Schwab & Co., 
Inc. found that younger investors are aware 
they should be saving for retirement, but 
they face significant challenges like compet-
ing spending priorities and a lack of infor-
mation to make simple investment choices. 
The survey found that paying daily living 
expenses is a higher priority than saving for 
retirement for this age group, with paying 
off debt such as student loans a significant 
factor. This could mean that—paradoxi-
cally—retirement benefits could become 

less important to younger employees as 
they struggle to pay other expenses and 
eliminate debt even as their need for retire-
ment savings grows. 

Overall, however, fears of inadequate 
retirement savings are likely to keep the 
demand for retirement benefits strong, 
especially as the workforce ages. The find-
ings from the SHRM 2007 Benefits Survey 
show a few notable trends such as the 
growth of defined contribution retirement 
plans and an increase in individual invest-
ment advice, which has been trending up 

over the years but was slightly down in 
2007 from its 2006 high (see Table 5). 
Though its gains since 2003 were slight, 
many retirement experts believe that due 
to changes in liability regulations, auto-
matic enrollment into defined contribution 
retirement plans is likely to increase rapidly 
in the years ahead. Many employers see 
automatic enrollment as a way to encour-
age the demographic groups most at risk of 
delaying saving for retirement, such as low 
earners and workers under 30, to get into 
the savings habit. 

Table 6 |  Work/Life Balance and Flexible Working Benefits 
That Increased Between 2003 and 2007

2003 2004 2005 2006 2007

Flextime 55% 57% 56% 57% 58%

Telecommuting on an ad-hoc basis — — — 45% 48%

Compressed workweek 31% 34% 33% 35% 38%

Paid family leave 23% 24% 30% 32% 33%

Lactation program/designated area 18% 21% 19% 23% 26%

Eldercare referral service 20% 21% 21% 26% 22%

Childcare referral service 18% 19% 20% 22% 21%

Telecommuting on a full-time basis 17% 19% 19% 19% 21%

Parental leave above and beyond federal FMLA — — 18% 20% 21%

Adoption assistance 16% 18% 20% 22% 20%

Parental leave above and beyond state FMLA — — 18% 19% 20%

Eldercare leave above and beyond federal FMLA — — 11% 14% 16%

Eldercare leave above and beyond state FMLA — — 11% 13% 14%

Foster care assistance 3% 6% 6% 11% 10%

On-site childcare center 3% 4% 6% 4% 6%

Company-supported childcare center 3% 4% 4% 5% 5%

Note: A dash (—) indicates that this particular benefit was not asked about or was combined with another benefit. 
Source: SHRM �007 Benefits Survey Report

Table 7 | Leave Benefits That Increased Between 2003 and 2007

2003 2004 2005 2006 2007

Paid personal days 40% 34% 52% 50% 51%

Time bank of vacation leave 13% 10% 16% 18% 22%

Paid adoption leave — 14% 18% 16% 20%

Paid maternity leave 14% 13% 17% 12% 18%

Paid paternity leave 12% 15% 16% 13% 17%

Time bank of sick leave 11% 9% 13% 14% 16%

Note: A dash (—) indicates that this particular benefit was not asked about or was combined with another benefit. 
Source: SHRM �007 Benefits Survey Report

Future trends in 
work/life balance 
benefits could be 
largely influenced 

by demographic 
changes that tip 

the balance more 
toward women 

and Gen X and Y 
employees in the 

workforce.
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Work/life balance benefits
Future trends in work/life balance benefits 
could be largely influenced by demo-
graphic changes that tip the balance more 
toward women and Gen X and Y employ-
ees in the workforce, especially in industries 
where there are significant skills shortages. 
Based on the findings from the SHRM 
2007 Job Satisfaction Survey, women and 
younger workers appear to be more con-
cerned with work/life balance than other 
demographic groups. 

A 2006 SHRM survey that found that 
HR professionals were most worried about 
retaining younger workers also showed 
that some industries, such as education, 
finance, professional services and health, 
were particularly concerned about holding 
on to highly educated women as employ-
ees. Attempts to create more flexible 
working practices are already happening in 
many professions, especially in fields where 
women have overtaken men in acquiring 
professional degrees and in areas where 
employers are most concerned about their 
ability to retain younger workers. 

Though the SHRM 2007 Benefits Survey 
found that, for the most part, any increases 
in work/life balance benefits were relatively 
modest over the last five years (see Table 6), 
more efforts may be made to offer work/
life benefits and flexible working options 
to employees, depending on the degree to 
which skills shortages intensify. In an envi-
ronment where health care and retirement 
benefits costs continue to grow rapidly, more 
employers may see work/life balance as an 
area where they can offer employees a key 
benefit they value without necessarily paying 
higher costs. In fact, many organizations are 
finding that offering more flexibility in the 
way workers manage their time can actually 
save costs by boosting productivity. 

Leave benefits are another aspect of 
work/life balance. A trend toward a time 

bank of vacation leave and paid time off 
plans seems to be occurring, and though 
the number of organizations that offer 
paid maternity and paternity leave remains 
small, the difference between maternity and 
paternity leave is shrinking. More organiza-
tions also appear to be offering paid adop-
tion leave (see Table 7).

Access to benefits and 
benefit costs
Most of the concern about high costs and 
declining access to employer-based benefits 
revolves around health care and retire-
ment benefits. Research done by EBRI 
on changes in access to and coverage of 
employment-based health benefits found 
that the percentage of workers who are 
offered coverage has remained fairly steady 
between 1988 and 2005. However, the 
share of employees who take health benefits 
when offered declined slightly between 
1988 and 2005. Though the EBRI research 
found that most often this was because the 
employee accessed health coverage from 
another source, about 23% declined the 
health care coverage their employers offered 
because it was too costly. This percentage 
could increase if employers continue to 
deal with rising health care costs by shift-
ing more of these costs onto employees 
through higher co-pays and/or coinsurance 
or higher participant costs. Concern about 
the sustainability of the U.S. employer-
based health care system is growing—not 
only as a public policy/public health issue 
but also as a global competitiveness issue. 
U.S. health care consumption costs are 
around $2 trillion annually, or 16% percent 
of GDP—more than any other nation in the 
world. U.S. health care spending is expected 
to continue to rise, reaching $4 trillion, or 
20% of GDP, by 2015.

Because the U.S. health care system is 
employer-based, future trends in health care 

benefits depend to a great extent on how 
much longer U.S. employers will be willing 
to shoulder the bulk of the highest health 
care costs in the world. There are indica-
tions that both large and small employers 
are beginning to look for new alternatives to 
the current system, but they may be becom-
ing increasingly divided on the best solu-
tions to the problem. Large corporations 
are forming consortia to look at potential 
policy options in response to greater global 
competition and increased activity among 
states, such as Massachusetts and California, 
which are implementing state-wide health 
care programs, and in anticipation of 
potentially even more profound changes 
at the federal level after the next elec-
tion. Meanwhile, according to a National 
Federation of Independent Business 
membership survey, the cost and availabil-
ity of health insurance is the number one 
small business issue, resulting in many small 
employers dropping out of the employer-
based health care system entirely. 

High health care costs are also influ-
encing access to other benefits, especially 

SHRM Customized Benchmarking Service provides more than 100 benchmarks in human capital, health care and retire-
ment that you can customize based on your industry, employee size, revenue, profit status and more. Visit our Web site at 
www.shrm.org/research/benchmarks.
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among small employers. One of the main 
reasons small employers are not offering 
retirement benefits is the competing cost 
of employee health insurance. HR profes-
sionals are anticipating change in health 
care legislation at both the federal and state 
level: according to the SHRM Workplace 
Forecast, federal and state health care 
legislation is the most important political 
issue HR professionals believe will influ-
ence the workplace and the HR profes-
sion in the years ahead. Certainly, a major 
employer backlash against the high cost 
of U.S. health care or a major change in 
government health care programs would 
have significant implications for the way 
employee benefits are managed. 

Conclusion
With HR playing such a major role in 
administering employee benefits and devel-
oping benefits strategies, broader trends 
such as an aging population, increased 
government involvement and more intense 
global competition driving the need to 
improve productivity while minimizing 
labor costs could lead to radically new 
strategies to bring down benefit costs. 
Differences in region, industry, labor force 
characteristics and especially company size 
may result in very different approaches to 
managing benefits. But with benefits con-
sistently shown to be the most important 
determinant of employee job satisfaction, 
every business that relies on the individual 
contributions of its employees to succeed 
will continue to look for solutions to the 
challenge of rising benefit costs and will be 
relying on HR to lead the way. 


