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Basic Pay plus Benefits compared to  

Total Guaranteed Package: Same, Same but Different? 

By Bryden Morton and Italia Boninelli 

South Africa has a history of low household savings levels and therefore most South African employees are 

solely dependent on their salary for meeting their needs. At the heart of economics is the question of “how to 

satisfy unlimited wants with limited means?”. This applies to each and every one of us and is fundamental to 

our decision-making process. Even a choice as small as whether to finish your last slice of pizza now or 

leave it as a snack for later requires us to make a decision on this fundamental question…if we are lucky 

enough to buy take-aways! This is a simplistic example but according to Maslow’s hierarchy of needs 

employees seek to use their income to satisfy the following levels of needs (from the bottom up). 

Figure 1: Maslow’s Hierarchy of Needs 

 

For most people, income is used primarily in the pursuit of the lowest (most basic) two levels of the 

hierarchy. Fulfilling needs related to issues such as food, shelter, clothing, medical care, insurances, 

security, retirement planning are all encompassed within these first two levels. Employers that provide an 

attractive offering to employees, that assists them to meet these needs, are regularly considered “employers 

of choice”. 

Employers are engaged in a continuous “war for talent” and one weapon they have within their arsenal is 

their remuneration offering. Beyond the basic requirement that the value of the package should be attractive 

within the market, the employer has a choice of how they would like to structure the package that they offer. 

The remuneration mix can have an impact in terms of attraction and retention - the value of the basic salary,  
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the choice of whether to provide benefits and the variable pay component and weighting. For the purposes of 

this article, variable pay will be omitted and the focus will be on the REMUNERATION APPROACH adopted 

by organisations i.e. a total guaranteed package approach versus the basic plus benefits approach.  

The two approaches differ as follows: 

1. Total guaranteed package approach (also called “total cost to company”) – the organisation offers a 

total package (say R20 000 per month), may enforce some compulsory benefits such as 10% 

retirement fund contribution, and the individual is then free to structure the rest of their package 

according to their lifestyle needs. 

2. Add-on approach – the organisation offers a basic cash salary (say R12 000), and then adds on a 

set of benefits e.g. retirement funding and medical aid.  The individual has no choice in the benefit 

offering, and if they are on a partner’s medical aid then they do not get that benefit added on. 

 

The difference in these two approaches is chiefly driven by the concepts of: 

 Providing employees with choice and flexibility; 

 Management of costs – as an example where medical aid goes up by a different percentage to 

salary, the cost would sit with the employer in an add-on approach; and 

 Internal equity considerations – as an example with the add-on approach, 2 individuals may close on 

a different guaranteed package even if they both start on a basic of R12000, depending on the 

number of dependents in a family who are on the medical aid. 

 

Equation 1 and Equation 2 illustrate the two pay philosophies.  

 

Equation 1: Basic plus Benefits Approach (Add-on approach) 

𝑩𝒂𝒔𝒊𝒄 𝑷𝒍𝒖𝒔 𝑩𝒆𝒏𝒆𝒇𝒊𝒕𝒔 𝑨𝒑𝒑𝒓𝒐𝒂𝒄𝒉:  𝐵𝑎𝑠𝑖𝑐 𝑃𝑎𝑦 + 𝐵𝑒𝑛𝑒𝑓𝑖𝑡𝑠 = 𝑇𝑜𝑡𝑎𝑙 𝑆𝑎𝑙𝑎𝑟𝑦 

 

Equation 2: Total Guaranteed Package Approach 

𝑻𝒐𝒕𝒂𝒍 𝑮𝒖𝒂𝒓𝒂𝒏𝒕𝒆𝒆𝒅 𝑷𝒂𝒄𝒌𝒂𝒈𝒆 𝑨𝒑𝒑𝒓𝒐𝒂𝒄𝒉:  𝑇𝑜𝑡𝑎𝑙 𝑆𝑎𝑙𝑎𝑟𝑦 − 𝐵𝑒𝑛𝑒𝑓𝑖𝑡𝑠 = 𝐵𝑎𝑠𝑖𝑐 𝑃𝑎𝑦 

 

These 2 equations contain the same elements, the only difference is that the subject of the formula (Eq1 

Total Salary, Eq2 Basic Pay) changes. This may seem to be the same thing at first glance, however there 

are significant differences. These differences are best illustrated using an example. 

Example: Thato and Jane are employed by two different employers and both currently earn a total cost to 

company of R15 000. Thato receives compulsory benefits from his company on top of a defined basic salary 

(an add-on approach), whereas Jane receives her full salary as a total guaranteed package and can choose 

her benefits, based on her lifestyle choices and phase of life.  
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Thato’s pay structure looks as follows: 

Thato’s Pay Structure – Currently (Add-on approach) 

Basic Pay (R10 000) + Retirement funding (R2000) + Medical Aid (R3000) = Total Salary (R15 000) 

 

In contrast to Thato, Jane chooses her benefit mix as follows: 

Jane’s Pay Structure – Currently (TGP approach) 

Total Salary (R15 000) – Retirement funding (R2000) – Equivalent Medical Aid (R3000) 

= Equivalent Basic Salary (R10 000) 

 

If Jane has another child and wants to increase her medical aid, her equivalent calculated basic salary will 

reduce by the portion she puts into the medical aid. In this model, the employee is effectively deciding what 

cash portion of pay is the end result i.e. what their basic salary is. 

Let’s test the impact for a few employees and consider the advantages and disadvantages (with the start 

point highlighted in bold and italics): 

 Add-on Approach 

Built from cash UP 

Total Guaranteed Package (TGP) Approach 

Built from TGP DOWN 

 Thato Colleague Sam in 

same company at 

same level 

Jane Colleague Thuli in same 

company at same level 

Cash R15 000 R15 000 R15 000 R17 500 

Medical R3 000 R4 000 (bigger 

family) 

R3 000 R0 

Retirement R2 000 R2 000 R 2 000 R2500 

Total R20 000 R21 000 R20 000 R20 000 

Advantage The organisation carries the cost of 

each benefit 

The employee has choice to build up the package, at 

times 100% choice, or around a small set of compulsory 

benefits; the annual cost adjustment is simple to calculate 

as a percentage of TGP; flexibility helps as lifestyle needs 

change; this model ensures internal equity; it is easier to 

benchmark externally on a TGP basis 
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 Add-on Approach 

Built from cash UP 

Total Guaranteed Package (TGP) Approach 

Built from TGP DOWN 

 Thato Colleague Sam in 

same company at 

same level 

Jane Colleague Thuli in same 

company at same level 

Disadvantage Sam has a higher Total Package 

because of more dependents on a 

medical aid; internal equity issue; no 

choice on benefit mix 

The employee carries the cost of the higher benefit 

increase if applicable e.g. on medical aid; this is mitigated 

by adopting market-related increases which take this into 

account 

 

These examples illustrate some of the considerations that an organisation takes into account when making its choice of 

remuneration approach. In South Africa, the Total Guaranteed Package approach is more popular and is common in 

approximately 70% of organisations, particularly at senior level. 

Our recommendation would be to review your remuneration approach and confirm that it drives the behaviour and 

messages that support your people strategy. Most importantly, make sure that you communicate it well to your 

employees, particularly where they have choice and flexibility. 


