
To estimate what an employee will really cost your Illinois business, start with more than the salary. Add employer
payroll taxes, workers’ compensation, benefits, paid time off, and the cost of hiring and training. Then keep
employee deductions separate: they reduce take-home pay, but they generally are not an extra employer cost.

A free employee cost calculator Illinois businesses can use is a helpful starting point, but the result is only as
good as its assumptions. Illinois unemployment insurance rates, workers’ compensation premiums, benefit choices,
and local rules can change the total substantially. This guide walks through the math and explains where
QuickBooks and Gusto can help.

What Counts as the True Cost of an Employee?
Think of employee cost in three buckets: compensation, required employer costs, and operating costs. For a first-
pass estimate, calculate the annual total, then divide it by 12 for a monthly budget or by the employee’s
productive hours for an estimated hourly cost.

Cost category Examples Usually an employer cost? Compensation Salary, hourly wages, commissions, bonuses Yes
Employer payroll taxes Social Security, Medicare, FUTA, Illinois unemployment insurance Yes Benefits Health
insurance, retirement contributions, employer-paid life insurance Yes, if offered or required Insurance and
compliance Workers’ compensation, payroll administration Often Hiring and support Recruiting, onboarding,
equipment, training, software Yes, as a business expense Employee withholding Federal and Illinois income tax,
employee Social Security and Medicare No, generally withheld from wages and remitted

That last distinction matters. Employee withholding is money the employer handles, not usually a second expense
on top of wages. Employer contributions, by contrast, are amounts the business pays in addition to wages.

Estimate Illinois Payroll Taxes and Employer Contributions

Federal payroll taxes

For most employees, employers pay a 6.2% Social Security tax and a 1.45% Medicare tax on wages, subject to
applicable wage rules. Together, the standard employer share is 7.65% of covered wages. The employee pays a
matching share through withholding. Additional Medicare Tax, when applicable, is an employee tax—not an
additional employer match.

Federal unemployment tax (FUTA) is another employer expense. The standard calculation applies to a limited wage
base, and many employers qualify for a credit that lowers the effective rate. Your actual liability depends on
eligibility and timely state unemployment payments, so confirm the current rules rather than relying on a generic
calculator.

Illinois unemployment insurance

Illinois employers may owe state unemployment insurance (SUI), also called state unemployment tax. The rate is
assigned to the employer and can vary based on factors such as the employer’s history and state rules. The
taxable wage base and rate can change, too. New employers may have a different assigned rate than established
employers.

For budgeting, use the rate and wage base in your current Illinois Department of Employment Security notice or
account—not a rate you found in an old article. Include the tax in your Illinois payroll taxes estimate, and revisit
it when the state updates your account information.



Workers’ compensation and other Illinois requirements

Illinois generally requires employers to carry workers’ compensation insurance for employees, with limited
exceptions. Premiums are not a single statewide percentage: they depend on factors such as job duties, payroll,
claims history, and the insurer. A desk-based role and a construction role can have very different premiums.

Also budget for paid leave and other workplace obligations that apply to your business. Illinois has a statewide
Paid Leave for All Workers Act, and some local rules may provide additional requirements or interact with state
law. Chicago and Cook County have their own paid-leave rules. Check which rules cover your work location,
employee type, and business before setting accrual and tracking policies.

A Back-of-the-Napkin Cost Example
Suppose you hire an Illinois employee at a $60,000 annual salary. The employer’s standard Social Security and
Medicare share would be approximately $4,590 ($60,000 × 7.65%), assuming all wages are subject to those taxes.
That brings salary plus those two employer taxes to about $64,590.

That is not the full cost. You would still add applicable FUTA and Illinois unemployment insurance, workers’
compensation, benefits, paid leave, recruiting, equipment, and payroll administration. The employee’s own Social
Security, Medicare, and income-tax withholding should not be added again as employer expenses.

A simple budget formula is:

Annual employee cost = wages + employer payroll taxes + insurance + employer-paid benefits + hiring
and operating costs

For a more useful forecast, make a separate line for each item. If you combine everything into one broad “payroll
burden” percentage, you can miss expenses with different rules or wage limits.

How to Use a Free Small Business Calculator
Free calculators can help you compare a salary with the broader cost of hiring. QuickBooks and Gusto offer
payroll-related tools and educational resources; availability and calculator features can change, so check their



current sites for the specific estimator you want. Neither a calculator nor a payroll provider automatically knows
every detail of your Illinois account, insurance policy, benefit plan, or local requirements.

Enter the right assumptions

1. Enter gross pay. Use the expected annual salary or hourly rate multiplied by realistic paid hours. Include
expected bonuses or commissions if they are part of the offer.

2. Choose the correct work location. State and local rules can depend on where the employee works, not just
where your business is registered.

3. Add employer tax details. Use your current Illinois unemployment rate and wage base when the tool allows
it. Check whether the calculator assumes a default FUTA credit.

4. Include benefits and insurance. Add the employer’s share of health premiums, retirement contributions, and
your workers’ compensation estimate.

5. Account for paid time off and overhead. Consider paid leave, recruiting, onboarding, equipment, software,
and training.

6. Review what the result excludes. Look for notes about wage limits, benefits, local rules, or taxes that the
calculator does not cover.

Use the output as a planning estimate, not a tax filing calculation. If a calculator returns a total that looks
suspiciously close to salary alone, it may be omitting employer contributions or benefits.

How QuickBooks and Gusto Fit In
QuickBooks and Gusto can help businesses run payroll, calculate withholdings, maintain payroll records, and
handle certain tax and reporting workflows. The right fit depends on your accounting setup, payroll needs, support
preferences, and the features available in your plan. Compare current plan details before choosing: pricing,
included services, add-ons, and state coverage can change.

QuickBooks: May be convenient if your business already uses QuickBooks accounting and wants payroll
information connected to bookkeeping. Confirm which payroll features, tax services, and support options are
included in the plan you are considering.

Gusto: Offers payroll and people-management features for small businesses. Check the current plan for
included benefits administration, onboarding tools, tax filings, and any extra charges for add-ons or particular
services.

Ask each provider what happens if a tax filing is late or incorrect, which state and local filings it handles, and what
information you must supply. A platform can support administration, but the employer remains responsible for
providing accurate employee and business details and for meeting applicable obligations.

Disclosure: This article discusses QuickBooks and Gusto as examples, not as a paid endorsement. Verify current
features and pricing directly with each provider.

Estimate Paycheck and Take-Home Pay Separately
Take-home pay is not the same as the employer’s cost. An employee’s paycheck starts with gross wages, then
subtracts taxes and any elected deductions. Common deductions include federal income tax, Illinois income-tax
withholding, the employee’s Social Security and Medicare shares, health premiums, and retirement contributions.

A simplified paycheck estimate looks like this:



Estimated take-home pay = gross pay − tax withholding − employee benefit deductions − other
authorized deductions

For example, a $60,000 salary paid twice a month has gross pay of $2,500 per paycheck before deductions. The
actual net amount depends on the employee’s Form W-4, Illinois withholding information, pay frequency, benefit
elections, and other circumstances. It is not accurate to promise a precise take-home number from salary alone.

Use a paycheck calculator to create a planning estimate, then have the employee complete the required
withholding forms and set up payroll using their actual information. Remember: amounts withheld from the
employee’s check are generally remitted by the employer; they are not additional employer contributions.

Include the Cost of Employee Turnover
Hiring costs do not end when an offer is accepted. Turnover can mean recruiting again, paying overtime or
temporary coverage, losing productivity during a vacancy, and training a replacement. These costs are easy to
overlook because they may not appear in a payroll report.

Estimate turnover cost with a simple formula:

Turnover cost per departure = recruiting + vacancy coverage + onboarding and training + lost
productivity

For instance, imagine a role costs $3,000 to recruit, requires $2,000 in temporary coverage, and takes $4,000
worth of training time and ramp-up productivity. The estimated turnover cost is $9,000 for that departure. The
numbers are illustrative; use your own invoices, manager hours, vacancy length, and output assumptions.

To estimate annual turnover exposure, multiply the average cost per departure by the number of departures you
expect in a year. If you expect two departures at $9,000 each, that is a $18,000 planning estimate. Avoid double-
counting wages that you would have paid regardless, and be clear about how you
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Common Estimating Mistakes



Using one flat percentage for every employee. Taxable wage limits, SUI rates, job risks, and benefit
elections can differ.

Counting employee withholding as employer expense. Keep the employee’s deductions separate from
employer contributions.

Forgetting local rules. Work location may affect leave and other requirements, especially in Chicago or Cook
County.

Leaving out workers’ compensation. Get a quote based on the employee’s actual job classification and
expected payroll.

Treating a calculator result as a final answer. Check its assumptions and compare them with your state
account, insurer, and benefit plan.

Ignoring turnover. Recruiting and ramp-up costs can materially affect the annual cost of keeping a role filled.

A Practical Checklist Before You Make an Offer
1. Set the expected wages, hours, commissions, and bonus assumptions.

2. Get your current Illinois unemployment rate and taxable wage base.

3. Estimate federal payroll taxes, workers’ compensation, and employer-paid benefits.

4. Check paid-leave rules for the employee’s work location.

5. Estimate recruiting, equipment, onboarding, and training costs.

6. Use a free calculator to organize the estimate, then verify any missing assumptions.

7. Run a separate paycheck estimate for take-home pay; do not confuse it with total employer cost.

The best estimate is not a perfect forecast—it is a transparent one. Show wages, employer contributions, benefits,
insurance, and turnover costs as separate lines. That makes it easier to compare candidates, price your services,
and update the budget when Illinois rates or your benefit choices change.


