



Creating a Flexible Benefit Plan

Human Resources and Skills Development Canada calls flexible benefit plans a good alternative way for companies to deliver benefits by using "flexible" options that are not always available with traditional "one-size fits all" plans. Employees are able to select the type and level of coverage from among a menu of available benefits commonly including such options as: health, dental, life insurance, accidental death and dismemberment, and long-term disability.
This allows employees to build an individualized benefit program that more closely meets their coverage needs and budget requirements and more importantly it lets them change their benefit elections over time as their life circumstances change. There are many different kinds of plans and depending on the size of your organization and of course your budget you can tailor your benefit plan to meet your needs and the requirements of your employees.

There are two main ways to structure a flexible benefit plan. One is called a health care spending account and it established by giving every employees a certain number of credits, called flex credits that they can allocate to the various health, medical, or dental care benefits that they or their family members may require. Any unused credits are usually deposited back into the health care spending account, but some plans also allow them to be cashed out, carried forward or put towards a Registered Retirement Savings account.
The other major type of flexible benefit plan is one where the employer provides a base level of standard coverage for all employees on a range of health related benefits and then allows individual employees to select a level of coverage for each benefit depending on their individual needs. These levels of coverage can range from no coverage to a premium level of coverage with a dollar value being assigned to each level of coverage above or below that standard.

The benefits to a flexible benefit plan are numerous and include helping employers control the rising cost of supplementary health costs, especially the costs related to newly developed and very expensive drugs and pharmaceuticals. Employers can also plan and budget for their health care costs rather than having it dictated by the premium costs of most insured benefits. They can set aside a fixed amount of money for each employee and know that this will not increase regardless of changing circumstances throughout the year.

For the employee this type of plan allows them to target their health care benefits to the areas that are most important to them, depending on their family situation and their stage of life. Every year or in some cases every two years they are given the opportunity to review their personal flexible benefit package and make any necessary adjustments that they would like to their benefits or level of coverage. In addition most Canadian provinces allow employees to receive tax-free reimbursement for health care expenses under health care spending accounts and this can result in significant savings in the overall amount that employees have to pay for their share of increased or extended benefits.
According to research conducted by Hewitt Associates, a human resources company that claims to be a global market leader in the design, communication and administration of flexible benefits, over 60% of companies who have implemented a flexible benefits plan say it has met or exceeded their expectations around increasing employee understanding of total compensation. In addition over 80% said it increased the effectiveness of their recruitment and reduced employee turnover. Perhaps that is the reason that more and more Canadian businesses and organizations are looking at creating a flexible benefit plan for their staff.
In 2005 Hewitt surveyed 200 Canadian organizations and found that more than half (52 per cent) currently offer, or plan to offer, flexible benefit plans in the next two years and another third of the companies survey anticipate that they will offer them in the future. While most companies are offering traditional medical and dental benefits through flexible benefit plans some organizations are offering their employees a group RRSP as part of their plans. Organizations with significant numbers of retirees that are receiving benefits are also looking to extend their flexible benefit plans to their retirees.

If your organization or business is concerned about the rising costs of supplementary health care costs for your employees or if you want to offer your employees a real choice in how their benefits are delivered, creating a flexible benefit plan may just be the solution you are seeking.
