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Small businesses are often born out of an entrepreneur’s passion and vision for a particular 

product or service. That passion typically drives growth, and with growth comes increased 

operating costs. In addition to the overhead expenses associated with running a company, 

business owners must also account for an increase in the number of employees on staff.  

As payroll goes up, so does the amount of time required for Human Capital Management 

(HCM), which comprises the following tasks:  

•    Talent acquisition

•    Talent management 

•    Business insights

•    Employee communication

•    Payroll and human resources (HR) administration

•    Benefits management tools and administration

•    Risk mitigation and compliance

•    Retirement savings plans

Human Capital Management: 
Employees as Assets

Introduction

HCM for small businesses is more important than ever, due to myriad factors including 

changing workforce demographics, evolving work habits, decreasing work/life balance, and 

more. By understanding the current employment landscape and how talent, compensation 

and benefits, and risk affect operating costs, you’re better positioned to help your clients 

ensure continuing success. Read on to learn how partnering with an HCM expert can benefit 

your clients’ bottom line when it comes to talent, compensation and benefits, and risk.
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Talent
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The influx of millennial and Gen Z workers is quickly changing talent acquisition and 

management strategies. In fact, by 2025, millennials will comprise 75 percent of the 

workforce,1 and yet they are also the least engaged generation at work. What does this mean 

for small business owners? Higher turnover and greater pressure to offer competitive salaries 

and benefits packages. The cost of failing to keep employees engaged and adequately 

compensated is astronomical—Gallup estimates that lack of engagement among millennials 

costs the U.S. economy $30.5 billion annually due to turnover.2 

Talent

The Younger Generation  
Moves In

75%

BY 2025
millennials will comprise  

75 percent of the workforce1 
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MILLENNIALS ARE THE LEAST ENGAGED GENERATION AT WORK

ENGAGED

NOT ENGAGED

ACTIVELY DISENGAGED

Source: “How Millennials Want to Work and Live,” Gallup, 2016

29%
MILLENNIALS

55%
MILLENNIALS

16%
MILLENNIALS

32%
GEN XERS

50%
GEN XERS

18%
GEN XERS

33%
BABY BOOMERS

48%
BABY BOOMERS

19%
BABY BOOMERS

45%
TRADITIONALISTS

41%
TRADITIONALISTS

14%
TRADITIONALISTS

Research has proven there are distinct differences in how workers of varying generations 

approach careers. The less engaged workers are, the more likely they are to seek 

employment elsewhere. 

Talent

Age Matters: Generational Differences 
in the Workplace
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It’s time to make talent acquisition and management a vital part of your clients’ overall strategy. 

After all, without employees, they have no business. Research from PricewaterhouseCoopers 

shows that executives who take a strategic approach to talent operations experience dramatic 

improvements in performance.3 

By adopting a strategic approach to talent operations, executives experienced improved 

performance across the board.

Talent acquisition and management includes:

•    Recruitment

•    Employee training and development 

•    Performance management

•    Demographics and culture

•    Productivity and engagement 

•    Leadership and succession planning 

HIGHER REVENUE 
GROWTH

BETTER STRATEGY 
IMPLEMENTATION

STRONGER FINANCIAL 
PERFORMANCE OVERALL

77% 85%75%

Talent

Improve Performance
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Hiring the right talent isn’t just about creating a good working environment. 

Employees have the power to affect a company’s bottom line. 

Talent

How Talent Impacts P&L 

An organization can increase revenue by recruiting top talent to develop and sell its product 
or service, and provide world-class service to clients to drive repeat sales and referrals.

Revenue

When organizations have happy, engaged employees for their direct labor force, they can 
increase productivity and quality, thereby reducing COGS.

Cost of Goods Sold (COGS)

Operating expenses cover the costs associated with recruiting, onboarding, and training. 
Companies can reduce operating expenses when they use the most cost-effective methods 
of recruiting, and when they get those hiring decisions right the first time.

Operating Expenses

Non-Operating Expenses
Non-operating expenses include unpredictable costs such as lawsuits, fines, etc. Hiring the 
wrong employee for the job can increase the risk of these unexpected non-operating costs. 
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Compensation  
and Benefits 
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Compensation and benefits comprise five areas:

•    Compensation management

•    Employer of choice benefits

•    Benefits strategy

•    Benefits administration

•    Retirement plans 

Employees who view their total rewards program  
(pay, benefits, paid time off) as competitive are  
2.5 times more engaged than other employees.6 

Keep Compensation Competitive 

Knowing you need to bolster compensation and benefits is one thing, but actually doing it is 

quite another. Due to lack of time and resources, fewer than 60 percent of companies conduct 

regular examinations of their wages, salary, and benefits packages. In contrast, the Society for 

Human Resource Management (SHRM) reports that compensation and benefits are crucial to job 

satisfaction for millennials.4 Furthermore, employees who view their total rewards program (pay, 

benefits, paid time off) as competitive are 2.5 times more engaged than other employees.5 If your 

clients don’t give employees what they want, those workers disengage and eventually walk. 

Compensation and Benefits
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In addition to reducing turnover, a competitive compensation and benefits 

package can also help keep companies in the black.

How Compensation and Benefits 
Impact P&L 

Compensation and Benefits

A strong compensation and benefits strategy that seeks to attract top talent has the ability to 
greatly impact revenue. An effective compensation and benefits strategy draws in team players 
and keeps them engaged and loyal. These key employees typically provide more innovation 
and better sales and customer service to drive the company toward its goals.

Revenue

Cost of Goods Sold (COGS)

Operating Expenses

Non-Operating Expenses

Company-sponsored benefits for the direct labor force have a huge impact on COGS. While a 
worthy investment that can show a large ROI, a strong strategy around what types of benefits 
to offer in order to align with the expectations of the workforce is key.

Technology to manage compensation and benefits as well as benchmarking salaries and benefit 
plans can be costly and is sometimes cost-prohibitive. Companies with a strong compensation 
and benefits strategy can expect lower turnover, reducing the need for recruiting, onboarding, 
and training, which, in turn, helps control operating expenses.

A focus on compensation management, specifically as it relates to non-discriminatory pay and 
practices, can help your clients avoid expensive litigation and fines. The best way to control  
non-operating expenses through benefits administration is to put in place safeguards and tools 
to ensure compliance with the regulations impacting benefits administration, including HIPAA, 
ACA, COBRA, Section 125, and more.
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Risk
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Of the employment claims reported by small to  
midsized businesses, 19 percent resulted in defense and 
settlement costs averaging a total of $125,000. 

Risk includes:

•    Employment laws

•    Workplace safety

•    Health Care Reform 

$125,000 $500,000

19% 25%

Lawsuits can be brought against companies for many reasons, including discrimination for 

age, disability, genetic information, national origin, race, color, religion, and gender (including 

pregnancy). Federal discrimination law applies to companies with 15 or more employees, and such 

claims last an average of 275 days at an average total cost of $125,000 per claim.7 What’s more, 

one in five small and midsized businesses will face employment-related administrative charges.8 

In addition to employment discrimination, employers are up against compliance risk under the 

Occupational Safety and Health Act (OSHA), the Fair Labor Standards Act (FLSA), and Health  

Care Reform, among others. Failure to comply not only results in fines, but also  

can negatively impact the bottom line and employee morale. 

Risk

Threats Come in Many Forms 

Roughly 25 percent of cases result in  
a judgment of $500,000 or more.

The Cost of Risk
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Risk

How Risk Impacts P&L  
Hiring the right talent and offering a robust compensation and benefits package is 

secondary only to mitigating risk and litigation when it comes to protecting the bottom line.  

Revenue

Cost of Goods Sold (COGS)

Operating Expenses

Non-Operating Expenses

Compliance is ever-changing. Leveraging an experienced partner for risk management, such 
as wage and hour, workplace safety, and Equal Employment Opportunity (EEO) best practices 
guidance, provides more time for strategic planning and focus, which can impact revenue.

Employment litigation and claims of noncompliance can negatively impact employee 
engagement and therefore productivity, driving up COGS. Workplace injuries can significantly 
impact COGS when employees miss work due to injuries. Injuries resulting in workers’ 
compensation claims by the direct labor force cause the employer’s workers’ compensation 
rates to increase, which is a direct hit to COGS.

Managing compliance with employment laws and workplace safety requires resources and 
expertise. Employing this kind of expertise can be costly to operating expenses, which is 
why world-class organizations leverage strategic partnerships to help them meet compliance 
obligations while controlling costs.

The cost of OSHA fines and employment discrimination claims affects non-operating 
expenses. Employers can help control these expenses by driving a culture of compliance 
within the organization.
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HCM Solutions  
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STAND-ALONE 
SERVICES

TRADITIONAL 
TECHNOLOGY (SaaS)

BUSINESS PROCESS 
OUTSOURCING (BPO)

PROFESSIONAL EMPLOYER 
ORGANIZATION (PEO)

HR OUTSOURCING SOLUTIONS

Small and midsized businesses typically use one of four options when it comes to HCM: 

stand-alone services, traditional technology (Software as a Service, or SaaS), business process 

outsourcing (BPO), or Professional Employer Organization (PEO). Each model has its pros 

and cons, and choosing the right solution depends on a variety of factors, including available 

resources, number of employees, scope of benefits package, and more. 

The right HR outsourcing solutions can impact your clients’ margins in a number of ways, 

enabling them to grow revenues and maintain a healthy net income. At the core, it can help  

drive client revenues, control COGS, reduce operating expenses, and protect them from 

unexpected non-operating expenses. 

HCM Solutions

How to Address HCM Challenges
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HCM Solutions

The HR Outsourcing Model  
Outsourcing human resources services enables your clients to gain hands-on support from 

experienced professionals and technology that’s built to manage every aspect of HR.

Revenue

Cost of Goods Sold (COGS)

Operating Expenses

Non-Operating Expenses

Increase revenue per employee by helping clients hire the best talent, improve employee 
engagement, and increase employee retention. With training and development programs, 
organizations can enhance the customer service skills of their teams to promote customer loyalty.

Gain industry benchmarks and compensation analysis to help ensure clients are paying the 
right wage for the right job. A variety of benefits programs and tools can help your clients 
expand their employee offering while controlling costs. In addition, risk management 
and safety support make the workplace safer. An HR outsourcing provider with state 
unemployment insurance expertise can help clients contain their only controllable tax rate.

Ease administrative burdens of Human Capital Management with full-service solutions that 
help clients consolidate and streamline vendor relationships. Trade expensive maintenance 
and upgrade costs for a dynamic, cloud-based HCM system that supports your clients’ needs, 
and help your clients go paperless with electronic pay statements, online employee and 
manager self-service, and mobile access. 

Leverage an HR outsourcing provider’s expertise and proactive approach to help clients 
accurately manage processes to avoid costly and unexpected penalties. A best-practice HR 
outsourcing provider assists your clients with implementing the tools, processes, and effective 
procedures needed to avoid costly litigation and settlements related to HCM.
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HCM Solutions

When to Adopt an 
HR Outsourcing Solution

There are several business triggers that signal the time is right for your client to 

consider an HR outsourcing solution:

•    Business growth

•    Downsizing/reorganization

•    Spinoffs/mergers/acquisitions

•    Changes in key staff

•    Employment litigation

•    Multilocation/business expansion

•    Fiscal year budgeting

•    Competitive slippage

•    Business conflicts

•    Economic market shifts

•    Medical or workers’ compensation renewal
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REAL ESTATE & 
PROPERTY MANAGEMENT

ELECTRICAL 
CONTRACTORS

TECHNOLOGY 
COMPANIES

INSURANCE AGENTS 
& BROKERS

ENGINEERING & 
ARCHITECTURE FIRMS

WHOLESALE 
COMPANIES

MEDICAL / DENTAL 
OFFICES

LEGAL 
OFFICES

PLUMBING & HVAC 
CONTRACTORS

MANAGEMENT 
CONSULTING SERVICES

MANUFACTURING
ACCOUNTING 

PRACTICES
BUSINESS 
SERVICES

WHICH OF YOUR CLIENTS WOULD BENEFIT?

HCM Solutions

Potential Clients 
HR outsourcing solutions can be used by a variety of businesses, including everything from 

insurance agencies to plumbing contractors. 
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ADP Payroll and HR Software
ADP Payroll and HR Software solutions take pure technology and add functions such as an 

HR help desk or resource library to help address compliance questions. Although not proactive 

guidance, this model supplies companies with payroll automation and generalized HR guidance.

ADP Resource® 

ADP Resource offers modern HR software and dedicated professionals who dispense hands-on 

guidance to help clients manage payroll, talent, compensation, and risk with confidence.

ADP Workforce Now® Comprehensive Services
ADP Workforce Now Comprehensive Services equips HR software and dedicated professionals 

to assist an in-house HR team. It delivers a high level of support with payroll, talent, compensation 

and benefits administration, and risk.

ADP TotalSource® 

ADP TotalSource Professional Employer Organization (PEO) supplies all-in HR with software, 

dedicated professionals, and a co-employment relationship to help manage a company’s talent, 

compensation and benefits, and risk.

HCM Solutions

ADP®—Your Partner for HCM

Consider ADP for your client’s Human Capital Management 
solutions. ADP is one of the world’s largest providers of 
business outsourcing and HCM solutions, serving more than 
625,000 businesses of all types and sizes in more than 100 
countries. ADP HCM services include:



Help put your clients on the path to success by recommending a free HCM benchmark 

assessment with ADP. With benchmarking, your clients will be able to see how they stack 

up against the competition on a number of key HCM metrics critical to the success of their 

unique business needs. 

Accountants, please contact your ADP representative, 
visit www.adp.com/accountant, or call 844-400-1ADP.

Other trusted advisors, please contact your ADP 
representative, visit www.adp.com/LearnMoreHRBPO,  
or call 800-HIRE-ADP.
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