Chapter 11 – Employee Benefits and Services, Text Notes
Direct Compensation – Pay, based on critical job factors or performance
Indirect Compensation – Benefits and services, extended as a condition of employment

The Role of Indirect Compensation

Societal Objectives
- Give many employees financial security against illness, disability, and retirement

- Average employer spends more than 1/3 of its payroll costs on benefits

Organizational Objectives
- Employees will stay with a company because they don’t want to give up benefits, so employee turnover is lowered
- Vacations help employees reduce fatigue and may enhance productivity

- Frees concern about medical and retirement costs

- Discourage labour unrest, satisfy employee objectives

Employee Objectives
- Lower costs and availability of benefits

- Lower income taxes

- When the employer pays for a benefit, the employee achieves the benefit of partially being protected from inflation

Canada Pension Plan – A mandatory, contributory and portable pension plan applicable to all self-employed persons and employees in Canada, except those working the federal government

Contributory Plans – Benefits that require the employer to contribute to the cost of the benefit

Portability Clauses – Allow accumulated pension rights to be transferred to another employer when an employee changes employers

Employment Insurance – A program to help alleviate the monetary problems of workers in Canada during the transition from one job to another

Worker’s Compensation – Compensation payable by employers collectively for injuries sustained by workers in the course of their employment

Employee Security Benefits
Severance Pay – Payment to a worker upon permanent separation from the company

Guaranteed Annual Wage – An employer assures employees that they will receive a minimum of annual income regardless of layoffs or a lack of work

Supplemental Unemployment Benefits – Private plans providing compensation for wage loss to laid-off workers

Vesting – A provision in employer provided retirement plans that give workers the right to a pension after a specific number of years of service
Cafeteria Benefit Programs – Programs that allow employees to select the mix of benefits and services that will answer to their individual needs

Benefit Audit – System to control the efficiency of a benefit program

Emerging Services and Trends
1. Increased medical coverage, with dental plans and optometrist services being the favourites; also greater assumption of costs of medical coverage by employers

2. More and longer vacations, coupled with reduced length of service requirements

3. Increased pension coverage, with greater contributions by employers

4. Cost-of-living adjustments of pension plans

5. Improved portability of pension rights and earlier vesting

6. Sabbatical leaves for managers, and paid educational leave for rank-and-file employees

7. Child care, with the employer providing either fully or partially subsidized care facilities and staff

8. Elder care, offering employees time off to take care of aging and dependent relatives, often coupled with counseling and special assistance

9. As the federal government has already done, provinces will follow with legislation granting all benefits to same-sex couples

10. More companies will grant benefits to part-time employees and even retirees

- The compensation package has to fulfill short and long term goals
Short-term – high motivation and productivity, are usually satisfied with merit pay and incentive systems that reward high performers

Long-term – Retain good employees, achieved by a valued pension or a profit-sharing plan
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