Chapter 11 – Employee Benefits
Managing Employee Benefits Programs
· Employee benefits constitute an indirect form of compensation intended to improve quality of work lives and personal lives of employees
· Significant % of total payroll costs
· Req’t for an Effective Benefits Program
· Effectiveness of a benefits program hinges on
· Selecting strategic benefits that target important employee needs while promoting strategic organizational objs
· Effective administration of benefits programs
· Strategic Benefits Planning
· Depend on many factors
· Most benefits programs are to:
· Improve employee work satisfaction
· Meet employee health and security req’ts
· Attract and motivate employees 
· Retain top-performing employees
· Maintain a favourable competitive position
· Allowing for Employee Involvement
· Need for it should first be established
· Many org create committees composed of managers and employees to administer, interpret and oversee their benefits policies
· Benefits for a Diverse Workforce
· Must reflect social changes that Canada is constantly facing
· Changes in diversity and lifestyles of workforce, changes make it necessary to develop new types of benefits to meet shifting needs
· Benefits programs tailored to be more family friendly
· Sometimes provide little advantages to employees, limiting org’s ability to attract and retain quality employees
· Providing for Flexibility
· Flexible benefits plans (cafeteria plans): Benefits plans that enable ind employees to choose benefits that are best suited to their particular needs
· Enable ind employees to choose benefits that are best suited to their particular needs
· Also prevent certain benefits from being wasted on employees who have no need for them
· Basic or core benefits package of life and heal insurance, sick leave, and vacation
· Given a specified number of credits that they may use to “buy” whatever other benefits they need
· Increase complexity of administering entire benefits program, orgs may elect to outsource handling of this function to a professional benefits vendor
· Communicating Employee Benefits Info
· Many employees do not believe what their employers tell them about soaring benefits’ costs, and employees and employers are at loggerheads over how effectively benefits are used
· Therefore, it becomes critical that orgs effectively – and frequently – comm benefits pkg to employees
· Employee brochures, which usually are not considered legal docs, may be legally binding
· Although it is important to comm info about employee benefits, there is no legislation that mandates how this is to be done
· Topic is usually covered in new-hire orientation programs
· Managers should be allowed plenty of time to inform new employees of benefits program and to answer any questions
· Self-service sys have made it possible for employees to gather info about their benefits plans, enroll in their plans of choice, change their benefits coverage, or simply inquire about status of their various benefits accounts w/o ever contacting an HR rep
· Important for each employee to have a current statement of status of her or his benefits
· Employees become more sophisticated about financial planning, need to hire and train benefits experts also grows
· HRIS and Employee Benefits
· HRIS benefits are reduced costs, increased efficiencies and accuracy
· Online programs eliminate annual open enrollment period for various benefits, thereby providing greater flexibility in benefits selection, and significant saving sin admin costs
· Perhaps no part of HR function is more technologically advanced than benefits admin
Concerns of Mgmt
· Benefits programs req close attention to many forces that must be kept in balance if program is to succeed
· Consider union demands, benefits other employers are offering, tax consequences, and rising costs
· Containment strategies:
· Contribution changes
· Dollar limits 
· Coverage changes
· Benefits caps
· Use of preferred providers and flexible benefits
Employee Benefits Req by Law
· Legally req employee benefits amount to 12% of benefits pkgs that Canadians employers provide
· Canada and Quebec Pension Plans
· Cover all Canadian employers b/w ages 18 and 70
· Ind must apply to HR and Social Development Canada at least 6 months in advance of retirement
· CPP and QPP differ in how much they pay out to participants, both plans req employers to match contributions made by employees
· Used to pay three main types of benefits: retirement pensions, disability benefits, and survivors’ benefits
· W/ Canada’s population aging, funds from CPP will not be able to meet needs of retirees unless those currently working, and their employers’ significantly increase their contribution
· Employment Insurance (EI)
· Are payable to claimants who are unemployed and are actively seeking employments
· Amount of benefit aid is determined by number of hours employed in past yr and regional unemployment rate
· Waiting period may vary w/ ind’s situation
· Employees who resign from their jobs or who are terminated for cause amy be ineligible for benefits unless they can prove there was no reasonable alternatives to leaving their jobs
· Extended for situations involving illness, injury, or quarantine or for maternity, parental, or adoption leave
· Workers’ Compensation Insurance 
· Insurance provided to workers to defray loss of income and cost of treatment resulting from work-related injuries or illness
· Paid out of an employer-financed fund and incl medical expenses stemming from work-related injuries, survivors’ benefits, and wage loss payments for temporary, total or partial disability
· Employees cannot be req’d either to make contributions toward a workers’ compensation fund or to waive their right to receive compensation benefits
· Provincial Hospital and Medical Services
· Resident in a Canadian province for three months are eligible to receive health care benefits
· Services provided by physicians, surgeons, and other qualified health professionals
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· Health Care Benefits
· Benefits receiving most attention b/c of rising costs
· Prescription drugs as well as dental, optical, and mental health care benefits in pkgs they offer their workers
· Cost Containment
· Greater need for health care by an aging pop
· Costs associated w/ tech advances in medicine, growing costs of health care labour, and overuse of costly health care services
· Reductions in coverage, increased deductibles or copayments, and increased coordination of benefits to ensure that same expense is not paid by more than one insurance reimbursement
· Other Health Benefits
· Dental plans encourage employees to receive regular dental attention
· Typically, insurance pays a portion of charges and subscriber pays remainder
· Payment for Time not Worked
· Vacations w/ Pay
· Vacation time is essential to well-being of employees
· Avg annual # of vacation days in Canada is 19
· Paid Holidays
· Both hourly and salaried workers can expect to be paid for statutory holidays as designated by each Province
· Sick Leave
· Employees who cannot work b/c of illness or injury are compensated in various ways
· Most employers offer short-term disability and long-term disability 
· Short-term disability plans incl salary continuance programs, sick leave credits, and weekly indemnity plans
· Most receive a # of sick leave days
· Severance Pay
· A lump-sum payment given to terminated employees by an employer at time of employer-initiated termination
· No strict rules for it
· Life Insurance
· Group life insurance is benefit most commonly provided by an employer
· Retirement Programs
· Important part of life and req careful preparation
· Retirement benefits that can be expected after a certain # of yrs of employment
· Retirement Policies
· To avoid making layoffs and to reduce salary and benefits costs, employers often encourage early retirement
· Silver handshake: An early retirement incentive in form of increased pension benefits for several yrs or a cash bonus
· Decision to retire early are health, personal finances, and job satisfactions
· Preretirement Programs
· Most ppl are eager to retire, some are bitterly disappointed once they do
· Programs typically incl preparation advice given to employees on things such as how to live on a reduced, fixed income and how to cope w/ lost prestige, family conflict and idleness
· Pension Plans
· Types of Pension Plans
· Contributory plan: A pension plans in which contributions are made jointly by employees are employers
· Noncontributory plan: A pension plan in which contributes are made solely by employer 
· Defined-benefit plan: A pension plan in which amount an employee is to receive on retirement is specifically set forth
· Defined-contribution plan: A pension plan that establishes basis on which an employer will contribute to pension fund
· A variety of formulas exist for determining pension benefits: usually based on employee’s avg earnings multiplied by # of yrs of service w/ org
· Deduction is then made for each yr retiree is under 65
· Size of pension employee will get is determined by funds in his or her account at time of retirement and what retirement benefits these funds will purchase
· Fed Regulation of Pension Plans
· Fed Income Tax Act prescribes limits and standards that affect amount of contributions that can be deducted from income
· Also mandates how pension benefits can be taxed 
· Vesting: A guarantee of accrued benefits to participate at retirement age, regardless of their employment status at time
· Vested benefits that have been earned by employee cannot be revoked by employer
· Pension Portability
· Most pension plans lacked portability; in other words, employees who changed jobs were unable to maintain equity in a single pension
· Multiple-employer plans encouraged to cover employees of two or more unrelated orgs in accordance w/ a collective agreement
· Employees who leave an org can leave their locked-in funds in their current pension plan, or they can transfer those funds into a locked-in RRSP or their new employer’s pension plan
· Pension Funds
· Trusted plan: pension contributions are placed in a trust fund
· Contributions to an insured pension plan are used to purchase insurance annuities

Employee Services: Creating A Work-Life Setting
· Creating a Family-Friendly Setting
· Orgs are seeking to create a family-friendly organizational environment that allows employees to balance work and personal needs
· Employee Assistance Programs (EAPs)
· Services provided by employers to help workers cope w/ a wide variety of problems that interfere w/ way they perform their jobs
· Help employees solve personal programs or at least to prevent those problems from turning into crises that affect their ability to work productively
· Counseling Services
· Most orgs expect managers to counsel subordinates on work-related issues, some employees will have problems that require professional counseling
· Childcare and Eldercare
· Responsible for caregiving are more likely to miss work b/c of emotional and physical fatigue associated w/ caregiving
· Growing benefit offered employees w/ children experiencing a short illness is called mildly ill child care
· Medical supervision is primary difference
· Eldercare: Care provided to an elderly relative by an employee who remains actively at work
· No doubt that eldercare responsibilities detract from work efficiency; from time lost to take a parent to doctor to loss of concentration due to worry, work time being spent making care arrangements, never knowing when an emergency will occur, and calls from neighbors and relatives disrupting workdays
· To reduce negative effects of caregiving on productivity, orgs can offer eldercare counseling, educational fairs and seminars, printed resources, support groups, and special flexible schedules and leaves of absence
· Other Services
· Variety of benefits and services that employers offer today could not have been imagined a few yrs ago
· Unique and obviously grew out of specific concerns, needs, and interests
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