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Staff must understand benefits

EMPLOYEE benefits have histor-
icallv been provided by compa-
nies as a means of attracting and
retaining good calibre staff.

However, it is important that
emplovees understand the bene-
fits which have been provided for
them, as well as any choice with
regards to contribution levels,
risk cover, and investments,
which may be available to them,
according to Pieter Cronje, direc-
tor at the Financial Intermedi-
aries Association of Southern
Africa (FIA).

Cronje. who is chairman of
Fl&'s emplovee benefits exco, says
the provision of emplovee bene-
fits arrangements are an exten-
sion of the emplovers” HR prom-
ige to its staff, and the emplover
and fund trustees should engage
the services of an expert em-
plovee benefits financial interme-
diary or consultant who can ad-
vise the emplover and staff of the
various options available, and the
possible consequences of those
elections.

“It is important to seek expert
assistance from a fully licensed in-
termediary - who is authorised to
provide advice on pensions and
retail pensions - who will assist in
structuring the most appropriate
emplovee benefits  solution,
whereby the pros and cons of all
options can be debated, and ex-
plain to staff how these will prac-

tically benefit them.”

Cronje says that in a defined
eontribution fund, members' sav-
ings works much like a bank ac-
count, with the member bearing
the investment risk, and thus it
has become more essential than
ever to ensure that employee ben-
efits are appropriate for the mem-
bers.

“Employee benefits can still of-
fer staff ‘unique’ benefits as part
of their overall package, includ-
ing tax-efficiency and risk bene-
fits based on group rates that may
not be possible for them to find on
an individual basis, and also pro-
vide a basic benefit without the
need to submit medical evidence
below an agreed threshold.

“For the employer, the provi-
sion of certain benefits also re-
duces the extent to which there
mav be a sense of responsibility
for staflf members who end up in
difficult financial circumstances
due to illness or an accident. Hav-
ing the appropriate disability ben-
efits in place can also mean that a
worker who is no longer fully pro-
ductive due to illness or injury
can ‘retire’ more easily”

Cronje says that smaller com-
panies often choose not to offer
emplovee benefits due to the per-
ceived high cost.

“There are different options
available to smaller organisations
such as umbrella scheme arrange-

ments that can reduce costs or
choosing to structure benefits out-
side of the ‘traditional” range.

“The type of retirement benefit
to be offered, as well as the contri-
bution rates agreed, is one of the
biggest decisions for employers.
Thereafter, it is a matter of choos-
ing the type and amount of addi-
tional risk benefits to be added,
such as death and disability”

However, Cronje savs that
while companies may want to
choose a cheaper option for their
employees, money should not al-
ways be the main deciding factor,

“It iz not simply a matter of
saving money when choosing
what benefits to offer staff. It is
also vital to ensure that what
money is being spent is spent
wisely by choosing benefits that
are appropriate to employees, and
will provide them with the means
to make meaningful savings to-
wards their retirement while also
offering protection in the event of
unforeseen circumstances such
as death or disability.

“The advantages of an effec-
tive employee benefits arrange-
ment can never be underesti-
mated. Money is a deeply
emotional substance and appro-
priate employee benefits provi-
sions are able to make massive dif-
ferences to employees' lifestyle
and standard of living,” concludes
Cronje.




