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Executive Summary 

When employers provide coverage to their employees for short-term illness or injury with an 
income protection plan, they may obtain a reduction in Employment Insurance premiums 
under the Premium Reduction Program, which was established in 1971. Since 1997, the 
number of registered business numbers with the Canada Revenue Agency enrolled in the 
program has declined from 37,510 to 33,130 in 2006, and the percentage from 3.6 percent to 
2.9 percent. During this same period, the number of employees participating in the program 
has increased from 5.3 million to 5.8 million, while the percentage of all employees in the 
labour force participating (excluding the self-employed) has decreased from 46.8 percent to 
41.3 percent. Premium reductions are estimated at $795 million in 2008 (with administrative 
costs of about $2.3 million). 

The original objective of the program was to recognize existing employer short-term disability 
plans and to ensure that they would continue to be offered as Unemployment Insurance 
Sickness benefits came on stream. Essentially, the program has achieved its objective, in that 
employers continue to offer their own short-term disability plans (the number of employer units 
participating increased every year from 1973 to 1993) and receive premium reductions. Overall 
take-up rates among the eligible employer population are roughly 15 percent, with take-up rates 
being far higher among larger firms. 

Although there appears to be little difference in employee sickness incidence rates between 
employers with a short-term disability plan and employers without one (around six percent in 
both instances), employer short-term disability plans have longer benefit durations and pay 
out a higher level of employee insurable earnings. For the 2006/07 fiscal year, Employment 
Insurance sickness benefit claim durations averaged 9.5 weeks, with an average benefit rate 
of 55 percent of employee insurable earnings. For employers with short-term disability plans, 
benefit durations averaged 20 weeks, with an average benefit rate of 70 percent. 

There is still a lack of awareness of the Premium Reduction Program by employers who 
are not registered (about 72 percent of employers who offer their own short-term 
disability plan reported being unaware). However, very few appeals are being submitted 
by employers regarding the application process (only 37 appeals from 1997 to 2006), 
implying that eligibility criteria are fairly clear to participating employers. 

Due to the small size of the employer portion of the premium reduction (less than $100 per 
registered employee in 2008), the program could not be expected to have any major 
behavioural impact on an employer’s decision of whether or not to offer a short-term disability 
plan and apply for a premium reduction. However, this report does not examine the topic of 
behavioural impacts. 
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Management Response 

We welcome the Summative Evaluation of the EI Premium Reduction Program (PRP) 
presented by the HRSDC Evaluation Directorate. We acknowledge the work carried out to 
produce this evaluation and are pleased to implement its recommendations. 

The following outlines the departmental Management Response to the evaluation. 

Recommendation 1 

“Based on findings from the employer survey, awareness of the PRP is low or non-existent 
among non-participating employers, some of whom have PRP-eligible short-term disability 
plans. The current advertising program of the PRP to employers needs to be investigated to 
ensure that all employers are aware of the PRP and what they are entitled to.” 

We agree with this recommendation. 

An employer who is granted an Employment Insurance (EI) premium reduction remits to the 
Canada Revenue Agency (CRA) through the employer’s payroll account. The CRA has a 
publication titled Employers’ Guide – Payroll Deductions and Remittances which provides 
information for employers on remittances to CRA and includes information on the PRP and 
how employers can reduce the rate of their EI premiums if they have a short-term disability 
plan. All employers with a payroll account with the CRA are provided with this information. 

The PRP publishes a guide for employers titled EI Premium Reduction Program. This guide 
is available at local Service Canada offices and the information is also on the website for 
employers. 

The Canadian Payroll Association is an association representing employers’ payroll 
interests. Every year, PRP representatives from Service Canada participate in their annual 
conference to raise awareness of the Program. 

In response to the evaluation, we communicated with Marketing and Communications to 
see how the visibility of the Program can be further enhanced. 

As a result, further steps will be taken to increase the visibility of the program. They include: 
1) adding Internet links to our Program wherever possible; 2) including information on the 
Program in the Employer’s kit that is available to employers through Outreach sessions 
conducted by Service Canada staff (this employer’s kit will soon be available in Service 
Canada Centers), and; 3) the introduction of a 1-800 telephone line for employers. Its phone 
script for agents will include PRP information. 
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Recommendation 2 

“Evidence from the technical report, “Analysis of the Application Process” suggests two viable 
options for the initial application process – streamlining the current initial application form to 
include only relevant fields, or providing for electronic applications. For the renewal 
application process, similar suggestions are made, as well as i) extending the renewal 
application period for registered employers; ii) sending renewal application forms to employers 
by registered mail; and iii) removing the obligation for employers to return the renewal 
application form every year if their approved plan is deemed to have not changed, which would 
results in savings of over $27,000. Whichever options are selected, it is recommended that 
employers not currently enrolled in the PRP be notified of all changes, as employer survey 
findings suggest that some employers are not enrolled because of the inefficiency of the 
application process. By making the process more efficient, some employers may decide to take 
part in the PRP.” 

We agree with this recommendation. 

A comprehensive review of the PRP Program was conducted in 2007-08 with the objectives of 
reducing administrative and paper burden for employers. As a result of the review, the initial 
application was streamlined in August 2008 and is available for employers through the PRP 
Employer Guide and the Internet. 

In addition, regulatory amendments have been passed in time for calendar year 2010 to remove 
the obligation for employers to renew their application yearly. This means that employers will 
not be required to complete an annual renewal application because their participation in the 
PRP will be ongoing until revisions or amendments are made to their plan or until the plan is 
cancelled. These amendments will be in place in time for the 2010 calendar year. 

We are also replacing the current client-server system for one that will permit employers to 
submit and receive all documentation electronically. 

The streamlining of the initial application form, the removal of the obligation for employers 
to renew their application annually and the possibility of submitting and receiving all 
documentation electronically will provide incentives for employers to register with the PRP. 

The PRP employer guide will be revised to reflect the changes with respect to the renewal 
application and the provision of electronic services and a one-page information document 
will be sent to all participant employers to inform them of these changes. The website will 
also be updated and the information will also appear in a “What’s New” section. 

We will request that the CRA update their employer guide and website to reflect the changes 
to the PRP so that all employers having a payroll account with the CRA will have access to 
this information. 
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1. Introduction 

1.1 Overview 

Employment Insurance (EI) provides special benefits to people who are not working due to 
injury, illness or quarantine, while also allowing for maternity, parental and compassionate 
care benefits. Many employers make similar types of income protection coverage available to 
their employees, thus reducing the demands made on the EI system by decreasing the amount 
that employees would otherwise collect from EI. 

When employers provide coverage to their employees for short-term illness or injury with an 
income protection plan, they may obtain a reduction in EI premiums upon application to 
Human Resources and Skills Development Canada (HRSDC) under the EI Premium 
Reduction Program (PRP), which was established in 1971.1 This reduction is provided to both 
the employer and employees by means of a reduction in the employer’s EI premium rate.2 

1.2 Evaluation Goals 

The EI PRP is now being evaluated for the first time. The majority of the work completed for 
this evaluation will be breaking new ground and will focus mainly on different rationale issues 
surrounding the PRP, the level of take-up of the PRP, details of employer-based plans, the 
interaction between employer plans and EI sickness benefits, administrative costs, and different 
aspects of program delivery. 

The overall objective of this evaluation is to provide information on program take-up and 
awareness, specifically the reasons for why some employers do not take part in the PRP. It also 
considers different aspects of the current functioning of the program. Moreover, since the 
overarching goal of the PRP was not to change employer behaviour, the evaluation has not 
focused on any behavioural change (although it is quite possible that the PRP is having some 
influence). 

A Steering Committee was created to oversee and guide the evaluation, with all questions 
developed as part of a consultation process with the program area.3 The Steering Committee 
decided to focus the analysis for the formative evaluation on 10 questions related to evaluation 
issues and 7 questions related to program delivery. The questions fall into five broad categories: 

                                                           
1  All income protection plans must meet the requirements prescribed in Part III of the EI Regulations, sections 60 to 76 

inclusively. 
2  Premium reduction rates are established each calendar year. 
3  Key stakeholders on the Steering Committee included representatives from the EI Premium Reduction Program, 

Service Canada, Treasury Board Secretariat, Canada Pension Plan Disability Policy, EI Policy and HRSDC Evaluation. 
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 Program Rationale; 

 Achievement of Program Objectives; 

 Impacts and Effects of the Program; 

 Cost Effectiveness and Program Alternatives; and 

 Program Delivery. 

The key evaluation questions and the methods of research adopted to provide evidence are 
listed in Table 1. This summary report discusses the outcome of each evaluation question. 

Table 1 
Matrix of Evaluation Issues and Lines of Evidence 

 
Literature/

File Review
Data 

Analysis
Employer 

Survey 
Key Informant 

Interviews 
PRP Study 
Findings 

Program Rationale 

1. Is it fair to reduce the premiums of employers 
participating in the PRP?  

X   X  

2. Does the existence of the PRP encourage more 
firms to offer their own short-term disability (SD) 
plans? 

  X   

a. Why do employers offer their own SD plans? X  X X  

b. Is there a business case for employers to 
offer their own SD plans? 

X  X   

c. Is there a way to encourage smaller firms 
to participate in the PRP? 

X  X   

3. How does the PRP compare to similar types of 
programs in Canada and in other developed 
countries? 

X   X  

Achievement of Program Objectives 

4. What is the take-up rate of the PRP and 
what factors influence take-up? 

 X X   

a. How does the take-up rate differ by firm 
size, industry and province? 

 X    

5. To what extent are different types of SD 
plans being offered by employers? 

 X    

a. What are the specific details of each firm's SD 
plans? 

  X   

b. To what extent do firms offer long-term 
disability plans? 

  X   

Impacts and Effects of the Program 

6. How does the PRP interact with other 
government programs? 

X     

7. To what extent do employees exhaust their 
SD plans and then go on EI? 

  X   

8. How does the use of employer SD plans by 
employees compare to the use of EI 
sickness benefits by employees not covered 
by an employer SD plan? 

X X X   
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Table 1 (continued) 
Matrix of Evaluation Issues and Lines of Evidence 

 
Literature/

File Review
Data 

Analysis
Employer 

Survey 
Key Informant 

Interviews 
PRP Study 
Findings 

Cost Effectiveness and Program Alternatives 

9. What are the overall administrative costs of the 
PRP? 

X   X  

a. Are there ways to decrease the 
administrative costs of the PRP by 
increasing the efficiency of the delivery? 

X   X  

10. What are the reduced administrative costs 
to the EI system from having to administer 
fewer sickness claims? 

X   X  

Program Delivery Issues 

11. To what extent are Canadian employers 
aware of the PRP? 

  X   

12. To what extent are some employers’ initial or 
renewal applications for the PRP approved or 
rejected? 

 X    

a. Why are some employers’ initial or renewal 
applications rejected? 

 X    

b. To what extent are employers submitting 
appeals upon being rejected for the PRP? 

 X    

13. To what extent are employers returning the 
employees’ portion of the premium reduction? 

X     

a. How are employees being reimbursed?  X    

14. Is there a way to ensure that agents follow the 
legislation, policies and procedures when 
making decisions on applications? 

    X 

15. What is the best method of keeping 
employers informed of their obligations? 

    X 

16. How can the current PRP system used for 
the delivery of the program be improved? 

    X 

17. How can the current initial and renewal 
application forms be improved? 

    X 

1.3 Lines of Evidence 

Wherever possible, the evaluation project used multiple lines of evidence to help answer 
these evaluation issues and questions. Some of the analysis was performed by consultants, 
while other analysis was performed in-house by the Evaluation directorate. The analysis 
performed by consultants (firm name in brackets) was comprised of: 

 A survey of employers (Mercer Limited); 

 Key informant interviews (Cathexis Consulting); and 

 A literature/file review (Arun Roy). 

The work conducted in-house by HRSDC Strategic Evaluation consisted of an analysis of 
administrative/Canada Revenue Agency (CRA) data. Findings from a separate study 
completed by the Coverage and Premium Policy area of Service Canada will also be used 
in the report. 
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1.3.1 Survey of Employers 

The online survey of employers4 involved a sample of four different categories of employers: 

1. Recent PRP joiners – employers who joined the PRP during 2006 or 2007 and who 
had not previously been registered (as far back as 1996). 

2. Mature PRP participants – employers currently registered under the PRP and who had 
been so registered since at least 2000. 

3. Recent PRP leavers – employers who left the PRP during 2007. 

4. Non-participants – employers currently not registered under the PRP and who had not 
been registered at any time since 1995. 

An invitation was sent on departmental letterhead to 1,000 employers in each of the four 
categories, for a total of 4,000 invitations. Four identical but distinct websites were set up, with 
each group of employers being directed to a site which transparently allowed them to be 
identified as recent joiners, mature participants, recent leavers or non-participants. In addition, 
an e-mail address was provided on the websites for enquiries or comments. 

After the mailing, employers were given two full calendar weeks to respond (up to July 4, 
2008). The survey was later left open for an additional week to accommodate late responses. 
As it turned out, most responses were made within the first week after the mailing and the one 
week extension only brought in an additional two percent of the responses (13 out of 557). 

Subsequent to the initial mailing, it was decided to proceed with a second mailing of 3,000 
additional invitations, but this time only to employers classified as non-participants. The reason 
for this was the low response rate (1.9 percent) registered for this group in the first mailing. 
These employers were also given two full weeks to respond (up to August 14, 2008), with the 
deadline again being later extended by one week to accommodate late responses.5 The second 
mailing produced 136 responses or a 4.5 percent completion rate, of which 118 responses or 
87 percent were completed in full. 

Table 2 shows that, from these two mailings of 7,000 invitations, there were 693 responses to 
the survey, out of which 592 responses were completed in full (85 percent) and 101 were 
completed to varying degrees (15 percent). For those who did complete the survey in full, the 
survey took a median time of just over six minutes. Those who were non-participants in the 
PRP took just over four minutes, as they had fewer questions to complete. These response 
times and the 85 percent completion rate provide an indication that the questions posed were 
sufficiently clear to most respondents and not too difficult to complete. Fourteen of the 693 
responses were rejected outright as they provided too little information to be of use. 

                                                           
4  An online survey of employers was conducted instead of employer case studies because an online survey enabled 

more employers to be reached than would have been possible with individual interviews. As well, with an online 
survey it was easier to obtain national coverage and a greater ability to compare small employers with large 
employers, those with and without short-term disability (SD) plans, PRP-registered or not, etc. 

5  For both mailings, roughly 200 letters were returned to the department as undeliverable or with incorrect addresses. 
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Table 2 
Employer Response Rates 

 
Recent 
Joiners 

Mature 
Participants 

Recent 
Leavers 

Non-
Participants Total 

Invitations sent 1,000 1,000 1,000 4,000 7,000 

Responses received 194 246 98 155 693* 

Response rate (%) 19.4 24.6 9.8 3.9 9.9 

Responded completely 158 215 85 134 592 

“Full completion” rate (%) 81 87 87 86 85 

Median time to complete survey 
(in minutes and seconds) 6:56 6:36 6:26 4:25 6:14 

Source: Wage Loss Protection Survey (un-weighted data), July 2008 (Mercer Limited). 

* Note that 14 responses were rejected outright as they had too little information to be of use. 

Thus, out of these initial invitations, the effective response rate was 10 percent overall.6 For 
each of the four employer categories, the response rates were 19 percent for recent joiners, 
25 percent for mature participants, 10 percent for recent leavers and 4 percent for non-
participants. Due to these low response rates, no serious statistical analysis is presented in this 
report. 

The low response rate registered by non-participants is likely due to the fact that most of 
them do not provide short-term disability (SD) coverage and to their consequential lack of 
interest in the PRP itself. Their high “full completion” rate and short “time to complete” both 
support that opinion. The group’s low response rate might be partially attributed to reduced 
availability of Internet access, but this should not be a major factor given that Statistics 
Canada’s Survey of Electronic Commerce and Technology indicated that 79 percent of small 
businesses and almost all medium and large businesses already had such access in 2005.7 
Although the low response rate may prevent any serious statistical analysis from being 
undertaken, the results can still be used to establish rough orders of magnitude. 

Finally, Table 3 below shows the proportion of respondents who reported an SD plan. Amongst 
firms classified by HRSDC as non-participants, 42 percent indicated that they had such a plan, 
a proportion that is likely not typical of all non-participant firms in Canada, given that those 
who do not offer a plan are probably less likely to have responded to the survey. 

Table 3 
Share of Firms Providing Short-Term Disability Coverage 

 
Recent 
Joiners 

Mature 
Participants 

Recent 
Leavers 

Non-
Participants Total 

# firms with SD plan 187 236 81 64 564 

# firms reporting 191 241 96 151 679 

% with SD plan   98   98 84   42   83 

Source: Wage Loss Protection Survey (un-weighted data), July 2008 (Mercer Limited). 

                                                           
6  It is likely that, in many instances, invitations to participate in the survey were opened by the wrong person in a given 

firm, thereby contributing to the low response rates. 
7  Source: “Key Small Business Statistics – July 2008 – How many small businesses use e-business?”, Industry Canada website. 
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1.3.2 Key Informant Interviews 

In order to gather additional information on information related to program rationale, ten 
telephone interviews were conducted between January and April 2008 with academics/ 
researchers that have intimate knowledge of EI. 

HRSDC provided a list of potential interviewees who were selected purposefully for their 
background in labour policy, particularly as it relates to EI. Most of the potential experts were 
professors at Canadian universities. A total of forty-five potential interviewees were contacted 
to participate in an interview, of which ten experts agreed to take part. Many declined due to a 
lack of knowledge about the PRP and/or not having time in their schedule for an interview. 

A major limitation of the key informant interviews is that, with the exception of one 
interviewee, the interviewees had little specific knowledge regarding the PRP (even though 
they were all considered experts of the EI system).8 The majority of the answers given during 
the interviews were based on experts’ estimations, given their limited knowledge of the PRP. 

1.3.3 Literature/File Review 

The literature/file review for this evaluation focused on the following: 

 Similar programs that are in place in Canada and other Organization for Economic Co-
operation and Development (OECD) countries that lower employer contributions (such as 
premiums for some sort of social safety net) because the employer offers benefits that reduce 
the demand for social programs (such as unemployment insurance); and 

 Reasons for why employers add non-salary benefits to their compensation package, 
such as medical/dental benefits. 

The methodology used for the literature/file review consisted of examining the following 
relevant documents: 

1. HRSDC Annual Reports; 

2. Reports of the Chief Actuary to the EI Commission on the EI Premium Rate; 

3. The White Paper on Unemployment Insurance (1970), which was the basis for the 
1971 Unemployment Insurance (UI) Act; 

4. House of Commons debates on UI; 

5. Senate Committee hearings on UI; 

6. The Comprehensive Review of the Unemployment Insurance Program in Canada, 
Unemployment Commission, 1977; 

7. Reports of the Auditor General; 

                                                           
8  However, interviewees were given a copy of the interview guide prior to the interview. 
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8. UI Program for the 80’s (Gershberg Task Force Report); and 

9. OECD publications relevant to the program (Internet and libraries). 

In addition to the above, contacts were made with the Chief Actuary to the EI Commission 
for clarification and details of the methodology for estimating the premium reduction under 
the program. Contacts were also made with the HRSDC Bathurst offices for some 
administrative data on the PRP. 

1.3.4 CRA/Administrative Data Analysis 

This line of evidence involved aggregate data that is derived from two main sources: 

 Service Canada: 

- Premium Reduction System database 

- Information from the Registrar of Appeals 

 Canada Revenue Agency: 

- T4 Summary file 

The Premium Reduction System database contains information dating back to 1995 on 
employer applications, the extent of employee coverage per employer (i.e. the average number 
of employees covered per firm, the number of employers having more than 100 employees 
covered, etc.), a breakdown of the methods used to return EI savings to employees, and a 
summary of the types of plans offered by employers. 

Information from the Registrar of Appeals includes data on the number of employers that 
appealed an application rejection, as well as data on the number of won and lost appeals. The 
T4 Summary file contains data from 1994 to 2006 that provides detailed information on PRP 
take-up rates by firm size, industry and province. 
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2. Description of the EI Premium 
Reduction Program 

2.1 Background 

Under Section 69 of the EI Act (and Sections 62-76 of the EI Regulations), an employer’s 
EI premiums may be reduced when employees are covered by a qualified SD plan which 
reduces EI benefits that would be payable if such a plan did not exist.9 

For each calendar year, the rates of premium reduction are established based on four categories 
of qualified plans, with a distinct rate for each category. These categories of qualified plans are 
identified as follows: 

Category 1 – This is a cumulative paid sick leave plan which allows an employee to 
accumulate a minimum of one day of sick leave for each month worked, up to a minimum of 
at least 75 days (15 weeks) of sick leave, for use in case of illness or injury. Some plans may 
also allow for the use of paid sick leave credits for pregnancy, caring for a newborn or newly 
adopted child, or compassionate care. The maximum premium reduction for a Category 1 
plan is $111.38 in 2008 (employer portion of $64.97 and employee portion of $46.41).10 

Category 2 – This is a cumulative paid sick leave plan which allows for a minimum monthly 
accumulation of one and two-thirds days and a minimum accumulation of at least 125 days 
(25 weeks). The maximum premium reduction is $163.87 in 2008 (employer portion of 
$95.59 and employee portion of $68.28). 

Category 3 – This is a weekly indemnity plan with a maximum benefit period of at least 
15 weeks. Plans provide full entitlement to sick coverage that is effective from the date an 
employee is hired. Such entitlement remains fixed thereafter no matter how long one works. 
The maximum premium reduction is $155.56 in 2008 (employer portion of $90.74 and 
employee portion of $64.82). 

Category 4 – This is a weekly indemnity plan with a minimum benefit period of at least 
52 weeks.11 The maximum premium reduction is $169.29 in 2008 (employer portion of 
$98.75 and employee portion of $70.54). 

An example of a non-qualifying SD plan would be one which allows employees to 
accumulate one sick day (i.e. one sick leave credit) for every two months worked, or one that 
allowed a maximum accumulation of only 50 sick leave days. 

                                                           
9  Provincial labour laws do not guarantee paid sick leave in most provinces, although they guarantee holidays. 
10  The maximum premium reduction for 2008 for a Category 1 plan is 0.2710 percent of the 2008 maximum insurable 

earnings of $41,100. This amounts to $111.38. For Category 2, 3 and 4 plans, the respective maximum rates of 
premium reduction are 0.3987, 0.3785 and 0.4119 percent. 

11  This reduction is available only to public sector employers of a province. 
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In November of each year, the annual reduced rate applicable to the following calendar year 
for each plan category is calculated by Actuarial Services based on statistical data. When the 
Program grants a premium reduction, it is applicable from January 1 to December 31, regardless 
of when the employer qualifies. The reduced rate is based on the date that an employer meets all 
the requirements and on the date the employer submitted the application. If an employer 
qualifies for a reduced rate part-way through the year, the employer’s reduced rate would be 
retroactive to January 1 and is therefore applicable to the employer EI premiums the employer 
pays for the entire year. 

Rates of premium reduction are expressed as a percentage of employee insurable earnings. 
A corresponding multiple must then be used by the employer to calculate the employer 
premiums payable based on the employee premiums. The multiple that is used by an 
employer who does not have a reduction is 1.4.12 

Effective January 1, 2006, the Quebec Parental Insurance Plan went into effect, replacing EI  
in providing maternity, paternity, adoption and parental benefits to residents of Quebec. Now, 
employers and employees in Quebec contribute less in EI premiums to offset the premiums 
that they pay into the Quebec Parental Insurance Plan fund. This means that the rates of 
premium reductions for employers participating in the PRP with some or all employees in 
Quebec are recalculated based on their reduced EI contribution rate. To ensure that their 
savings would be the same as that for participants with employees elsewhere in Canada, the 
multiple used by employers with employees in Quebec is lower. 

2.2 Objective 

The original objective of the PRP was to recognize employer-based plans that already existed 
and to ensure that they would not stop being offered as Unemployment Insurance sickness 
benefits came on stream. As stated in the 1970 White Paper on Unemployment Insurance, “cost 
concerns and a desire to recognize the role of existing wage-loss replacement plans contributed 
to the decision to supplement rather than pre-empt those plans”. Many workers were already 
covered against loss of wages due to non-occupational illnesses or accidents. 

It was thus decided that the EI program would adopt a “second-payer” position relative to 
group wage-loss replacement plans, whose benefits would be deductible from EI sickness 
benefits. This implied that employees who became ill would first make use of their employer’s 
SD plan (if their employer had a plan) and secondly make use of EI sickness benefits if they are 
still sick and have exhausted benefits from their employer’s SD plan. It was hoped that wage-
loss replacement plans which generally met or surpassed EI benefit standards would be 
maintained, and that employers and unions would be encouraged to upgrade other plans or to 
establish new plans. 

                                                           
12  EI premiums for employees are the same, regardless of whether or not their employer has an SD plan or is enrolled in the PRP. 
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To this end, premium reductions would be granted corresponding to the estimated savings (or 
EI cost reductions) generated by plans that met minimum standards. By eliminating most of the 
cost duplication to employers and their employees, such premium reductions would effectively 
create an opting-out situation.13 

2.3 Eligibility 

To qualify for a premium reduction, the employer must: 

 Provide SD coverage that meets the requirements of the EI Commission (i.e. fall into 
one of the four categories of eligible SD plans); 

 Apply for a reduction; 

 Demonstrate to HRSDC that at least five-twelfths of the reduction will be passed on to 
the employees covered by the approved plan; and 

 Remit to the Canada Revenue Agency (CRA) under separate payroll deduction 
accounts, if necessary. 

To be considered for a premium reduction, a plan that provides SD benefits to employees must: 

 Provide for the accumulation of at least 15 weeks of benefits for SD; 

 Match or exceed the level of benefits provided under EI; 

 Pay benefits to employees within 14 days of illness or injury; 

 Be accessible to employees within three months of hiring; and 

 Cover employees on a 24-hours-a-day basis (i.e. if they become sick away from work 
they are still covered). 

To participate in the PRP, an employer must register by submitting an initial application. 
Employers who are already participating in the PRP must renew their entitlement to the 
reduction by completing a renewal application, which is issued every year. 

When applying for a premium reduction, the employer must provide evidence of a formal 
written commitment made to employees to supply them with an SD plan (i.e. paid sick leave or 
weekly indemnity benefits) if they are unable to work because of illness or injury. 

The formal commitment is the document (or documents) containing or detailing the SD plan 
provided to the employees. This document takes various forms and may be recorded in a 
number of ways. For instance: 

                                                           
13  HRSDC (2008), “Report of the Chief Actuary on the Employment Insurance Rates of Premium Reduction for Registered 

Wage-Loss Replacement Plans”. 
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 A union or association agreement; 

 An industry-wide trust contract; 

 A private carrier’s insurance policy; 

 An administrative measure contained in an employee handbook; 

 A Board of Directors’ minutes indicating that employees are provided with an SD plan; 

 A statement contained in a personnel policy bulletin; or 

 Any commitment in writing by the employer to employee(s). 

The formal commitment must include a complete description of the benefits provided and meet 
the conditions as set by Service Canada, based on the type of plan provided. 

In addition, employers must satisfy HRSDC that they have made effective arrangements for 
returning the employees’ portion of the savings obtained through the premium reduction. 
Acceptable arrangements include: 

 A written mutual agreement between the employer and employees or their representatives on 
the method of returning the employees’ portion of the premium reduction; 

 A cash rebate in an amount equivalent to 5/12 of the reduction savings (considered 
taxable and insurable income); 

 New employee benefits provided as a result of the premium reduction, such as a dental plan 
or group life insurance; or 

 Increased employee benefits or upgrading of existing benefits, such as more holidays, 
more time off work or increased life insurance. 

2.4 Program Activity 

The first year for which official statistics on the PRP were made available was in 1973. 
During 1973, there were 12,600 employer units that received premium reductions and 
$48 million in premium reductions were paid (see Table 4).14 This equated to an average 
reduction of $3,810 per employer unit and covered employees whose combined insurable 
earnings totalled $19.4 billion. 

                                                           
14  Note that the term ‘employer unit’ is used because a firm may have more than one type of SD plan and, thus, may be 

registered under the PRP more than once. The administrative data does not indicate how many employers have more 
than one SD plan, nor the breakdown between public sector and private sector registration. 
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Table 4 
Registration in the EI Premium Reduction Program (Historical) 

Year 

# of Employer Units 
Receiving Premium 

Reductions 

Amount of  
Premium Reduction 

($millions) 

Average Reduction 
per Employer Unit 

($) 

Employee Wages 
Covered** 
($billions) 

1973 12,600 48 3,810 19.4 

1974 15,700 76 4,841 24.3 

1975 16,800 106 6,310 28.7 

1976 18,500 118 6,378 32.1 

1977 21,500 151 7,023 38.1 

1978 23,100 174 7,532 43.7 

1979 24,300 189 7,778 49.3 

1980 26,900 212 7,881 57.2 

1981 27,900 239 8,566 66.7 

1982 29,400 261 8,878 73.4 

1983 30,300 263 8,680 79.4 

1984 30,800 291 9,448 88.3 

1985 32,100 322 10,031 95.8 

1986 32,800 355 10,823 103.2 

1987 34,200 388 11,345 113.0 

1988 35,500 420 11,831 121.7 

1989 36,900 444 12,033 131.5 

1990 37,800 485 12,831 140.5 

1991 38,400 481 12,526 145.3 

1992 39,500 546 13,823 153.4 

1993 40,000 548 13,700 156.1 

1994 38,900 546 14,036 159.8 

1995 39,800 532 13,367 165.0 

1996 38,000 502 13,211 155.6 

1997 37,000 522 14,108 154.5 

1998 37,400 526 14,064 161.3 

1999 37,100 508 13,693 170.1 

2000 36,800 513 13,940 179.2 

2001 35,100 516 14,701 184.9 

2002 34,600 513 14,827 187.3 

2003 34,000 525 15,441 188.8 

2004 33,800 571 16,893 190.2 

2005 34,200 604 17,661 197.2 

2006* 34,000 649 19,088 204.0 

2007* 32,700 702 21,468 208.0 

2008* 32,500 795 24,462 218.0 

Source: 2008 Report of the Chief Actuary on the Employment Insurance Rates of Premium Reduction for 
Registered Wage-Loss Replacement Plans, HRSDC. 

* Forecasts only, as actual insurable earnings (derived from CRA data) are only known with a 3-year lag. 

** Represents the insurable earnings of employees eligible to the EI premium reduction. 



 

Summative Evaluation of the Employment Insurance Premium Reduction Program 14 

Program activity continued to increase in each subsequent year until 1993, during which 
employer unit participation peaked at 40,000. The number of employer units registered in the 
PRP has fallen consistently since 1993, with participation forecasted to be 32,500 in 2008. 
The reason for this decline is that CRA introduced new remittance methods that made it 
easier for companies to amalgamate their payrolls.15 Thus, although the number of employers 
units decreased, the number of employees covered did not (as evidenced by the fact that 
employee wages covered increased from $156.1 billion in 1993 to an estimated $218.0 
billion in 2008).16 

The total value of premium reductions paid also fell after 1993, but managed to surpass the 
1993 total in 2004 ($571 million) and is estimated to be almost $800 million in 2008 
(average of $24,462 per participating employer).17 

 

                                                           
15  This is based on internal discussions with the program area. 
16  $218.0 billion adjusted for an annual inflation rate of 2.5 percent equates to $91.9 billion in 1973 dollars. 
17  Employer premium reductions are much higher for the 2004 to 2008 period because premium reductions per $100 of 

insurable earnings bottomed in 2003 for each of the four categories of SD plans. For example, the premium reduction for a 
Category 1 plan was 21 cents per $100 of insurable earnings in 2003, but is 27 cents for 2008. As well, the maximum 
insurable earnings threshold of $39,000 was also increased in 2007, further explaining the large increase for 2008. 
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3. Key Findings 

3.1 Program Rationale 

Q-1:  Is it fair to reduce the premiums of employers participating in the PRP? 

The original rationale for the PRP was equity and fairness for employers who provided 
coverage (outside of the EI system) for employees for short-term wage loss due to sickness.18 
When the PRP was introduced in the 1971 UI Act, many workers were already covered 
against loss of wages due to non-occupational illnesses or accidents. It would have been 
unfair for both employers and employees who had special coverage under any wage-loss 
replacement plan for wage loss due to sickness to be required to pay the same insurance 
premiums as others who did not have this kind of coverage. Consideration for equity and a 
desire to recognize the role of existing wage-loss replacement plans contributed to the 
incorporation of the PRP. A House of Commons speech noted that provincial plans would 
also be recognized were any to be introduced.19 

Findings from the key informant interviews revealed divergent opinions on the notion of 
fairness. Some of the experts believed that fairness should be a consideration, indicating that 
public policy has to make sense and programs need to be equitable. However, other experts 
agreed that fairness should not be a consideration when designing policies. They argued that 
policy decisions should be driven by efficiency, while another thought decisions should be 
based on policy objectives like improving sickness benefits, which can be done through 
offering employers an incentive. 

Q-2:  Does the existence of the PRP encourage more firms to offer their own 
SD plans? 

As the analysis for Question 2a (below) shows, only 8 percent of employer survey respondents 
with an SD plan listed the availability of the PRP as the main reason for why they began to 
offer an SD plan for their employees. 

In addition, Question 2b clearly indicates that there is no business case, from a strictly monetary 
standpoint, for smaller firms to offer their own SD plan simply to receive a premium reduction. 
Information provided by the Canadian Life and Health Insurance Association indicates that, in 
2006, the average premium costs per worker for SD insurance issued on a group basis was 
$300. By comparison, the maximum employer share of EI premium reductions for any 
category of plan had a value of less than $100 in 2008. However, the mere existence of the PRP 
will likely encourage a few firms to offer their own SD plans who, in the absence of the PRP, 
would have found it too expensive. 

                                                           
18  Although it is generally unusual to include ‘fairness’ as a criterion in program evaluation, it is unavoidable in this 

case because it was part of the original rationale for the PRP. 
19  Minister Mackasey, House of Commons, April 19, 1971. 



 

Summative Evaluation of the Employment Insurance Premium Reduction Program 16 

Q-2a:  Why do employers offer their own SD plans? 

The literature review of the PRP revealed that there are several reasons for why employers offer 
their own SD plans. First, some earnings-related benefits are not taxed. Thus, as taxes have 
increased over time, this has made non-wage benefits an increasingly preferred form of 
compensation. Secondly, there are economies of scale and administrative advantages for group 
purchases through the employer of such items as pension and health insurance plans. In group 
pension and insurance plans, the premiums that are payable are lower. Employers also prefer 
earnings-related benefits because they provide incentives to employees to stay with the firm, 
thereby reducing employee turnover. In the long run, earnings-related benefits such as SD plans 
reduce the costs of hiring and training new employees.20 

Results from the employer survey indicated that the most likely reason that an employer will 
offer an SD plan is that it is good employer practice, as shown in Table 5.21 Roughly 42 percent 
of employers mentioned this is their main reason – 65 percent of non-participants listed this as 
their main reason, compared to about 40 percent for the other three groups. 

Table 5 
Main Reason for Offering a Short-Term Disability Plan (%) 

Status of Firm Relative to EI Premium Reduction Program* 

Main Reason 
Recent 
Joiners 

Mature 
Participants 

Recent 
Leavers 

Non-
Participants 

Good employer practice 39 40 40 65 

Attract/retain employees 28 10 16 12 

Collective bargaining   6 17 20   8 

Industry conformity 12 10   9 12 

Availability of PRP   4 12   6 – 

Control absenteeism – – – – 

Other/don’t know   9 10   9 – 

# firms reporting 187 235 81 60 

Source: Wage Loss Protection Survey (un-weighted data), July 2008 (Mercer Limited). 
* Note: A “-“ indicates less than 5 observations. 

The two other most important reasons for why a firm will offer their own SD plan are to attract 
new employees and/or retain current employees (17 percent) or due to collective bargaining 
(13 percent). It is worth noting that the availability of EI premium reductions via the PRP was 
listed by 8 percent of employers as the main reason for why their firm offers a plan. 

Findings from the key informant interviews essentially confirmed those from the literature 
and employer survey. According to the labour policy experts, the most common reasons 
employers offer their own plans are: 

                                                           
20  For additional information, see Zhenxi Lin, “Payroll Taxes in Canada Revisited”, Canadian Tax Journal, Volume 8, 

Number 3 (2000) and Arun Roy, “Earning-Related Benefits”, International Encyclopedia of Social Policy (2007). 
21  Employers were asked “What is the main reason why your firm offers SD coverage to its employees?” 
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 It assists in attracting/retaining employees; 

 Employees like being offered a plan; 

 It is more cost-effective (e.g. better deals are available with insurance companies for 
group plans and paying out of pre-tax dollars is cheaper than post-tax dollars); 

 Group plans help with the employer’s public image as a good employer; and 

 The group plan may have been negotiated with a union or collective bargaining unit. 

Q-2b:  Is there a business case for employers to offer their own SD plans? 

A “business case” is an action which, if undertaken, will be profitable to the firm or at least cost 
neutral. On those grounds, it is clear that the employer share of EI premium reductions, whose 
maximum value is less than $100 in 2008, can rarely cover or even come close to covering the 
total costs of an SD plan, with annual costs that average $300 per covered individual. While 
there may be a broad business case when viewed in terms of employee welfare, goodwill and 
attracting talented workers, the monetary case, in isolation, appears to be weak. 

Some evidence of the significance of the cost factor can be found in the fact that, for the 
115 respondents who said that their firm did not offer any SD coverage (across all categories), 
the main reason they reported was that it was too costly, as quoted by 43 percent of 
respondents. The next reported reason was “other” (20 percent), followed by firms indicating 
that there are few employee absences due to illness (17 percent). This latter reason may also be 
cost-related, in that some firms may not be offering SD coverage because the fixed and/or 
variable costs are too high for a firm with only a few employees and, thus, few employee 
absences. These results are shown in Table 6. 

Table 6 
Main Reason for Not Offering a Short-Term Disability Plan (%) 

Main Reason # of Firms % of Firms 

Too costly 49 43 

Few absences due to illness 19 17 

Rely on EI sickness benefits 12 10 

Don’t know 5 4 

Never requested by employees 7 6 

Other 23 20 

# firms reporting 115 – 

Source: Wage Loss Protection Survey (un-weighted data), July 2008 (Mercer Limited). 
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The higher costs of private plans are due to their short waiting period (most often zero or seven 
days, as compared to the EI waiting period of two weeks22), their higher benefit rate23 than the 
standard EI benefit rate of 55 percent, and their longer benefit duration than the EI period of 15 
weeks for sickness benefits.24 

Another factor in the higher costs of private plans is a higher utilization of available benefits by 
persons covered by private plans, as noted in a Statistics Canada study in 2006: “The 
combination of two job-related factors – belonging to a union and having medical or disability 
insurance coverage – also significantly increased the likelihood (1.7 times) of a leave from 
work for personal illness when compared with workers who had neither benefit”.25 

Q-2c:  Is there a way to encourage smaller firms to participate in the PRP? 

One way to increase the PRP’s attractiveness to smaller firms is to increase the value of the 
premium reductions, which has been happening since 2004 (see Section 2.4). The increase 
has come because the estimated amount of cost savings to the EI system that are generated by 
qualified wage-loss replacement plans in each category has been increasing annually since 
2004. Thus, the resulting changes in actuarial estimates have led to increases in the premium 
reduction per $100 of insurable earnings.26 

To explain further, the rates of premium reduction granted since 1972 reached their lowest point 
in the late 1990s and early 2000s. One of the reasons for this trend was the reduction in 
EI benefit rates over the years, from over 66 percent in the 1970s to 60 percent in the 1980s, and 
falling to 55 percent in 1994. As a result, considering only benefit rates, the scope for premium 
reductions narrowed by 17.5 percent from the 1970s to recent years, potentially reducing 
employer interest in seeking premium reductions. Although the value of reductions started 
moving upwards in 2004, the maximum reduction that an employer could be granted for an 
employee in 2008 still stood at less than $100 for the year, less than 1/3 of the average cost of 
$300 for insuring each worker. 

Other measures to encourage smaller firms to participate in the PRP involve improving 
program accessibility, awareness and delivery. For example, the current registration process 
is still mostly a manual one. Employers must mail in their applications and renewal forms 
and HRSDC must also contact them by mail to confirm amendments, annual renewals and 
other matters.27 The rules of the PRP must be set to be as user-friendly as possible, which has 
been an ongoing process through consultations and feedback from employers, the insurance 

                                                           
22  Firms can determine the waiting period. 
23  The average benefit rate is 70 percent (see Question 5a). 
24  The average maximum benefit duration is 20 weeks (see Question 5a). 
25  Article authored by Katherine Marshall in the April 2006 issue of Perspectives, entitled “On Sick Leave”, Statistics Canada 

(Ottawa), 2006. 
26  For more information on the reasons for the changes in the actuarial estimates, see the 2008 version of the “Report of the Chief 

Actuary on the Employment Insurance Rates of Premium Reduction for Registered Wage-Loss Replacement Plans”, HRSDC. 
27  This is about to change, as HRSDC is developing a system that will allow electronic transactions by December 2009. This 

should facilitate access to the PRP for all employers, including small employers. 
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industry and labour.28 As well, in order to involve more small firms in the PRP, they must 
first offer an SD plan. But before any of these measures can become effective, overall 
employer awareness levels of the PRP need to be improved (see Question 11). 

Q-3:  How does the PRP compare to similar types of programs in Canada 
and in other developed countries? 

There is no other social or economic program in Canada that is comparable to the PRP. One 
program that has some similar aspects is the Canada Pension Plan (or Quebec Pension Plan 
in Quebec), which is a contributory retirement benefit program that provides pension benefits 
to all Canadians after retirement.29 The first similarity is that both employers and employees are 
required to make contributions into the Canada Pension Plan. Secondly, like the maximum 
insurable earnings threshold under EI, the Canada Pension Plan has a maximum threshold up to 
which contributions must be paid by both employers and employees. For 2007, for instance, 
contributions are payable on the maximum pensionable earnings of $43,700 at the rate of 
4.95 percent for employees and employers. However, there are few other similarities between 
the two programs – unlike the PRP, Canada Pension Plan contribution rates do not differentiate 
between employers who provide pension benefits (e.g. under a registered pension plan) and 
those who do not. Thus, employers are not entitled to lower contribution rates if they have 
defined pension plans.30 

A second program that has some similarities with the PRP is the Workers Compensation 
program in Ontario. Although Workers Compensation is not a tax program, employers can 
pay reduced premiums if their industry has a history of low injury rates and getting injured 
workers back to work quickly. 

In terms of other countries, a global literature search was conducted to examine the 
comparability of the PRP with programs in other OECD countries. Findings suggest that no 
other comparable programs exist. A weak parallel can be drawn between the PRP and the 
experience rating of unemployment insurance in the U.S., in that fairness and equity for 
employers is the central issue in both. In the U.S., unlike in Canada, employers alone finance 
the unemployment insurance system. Their contributions or taxes are partially experience-
rated or impacted by their previous layoff activity. Depending on the state, as the amount of 
previous layoff activity rises, tax rates for employers also rise. This is somewhat similar to 
the PRP in Canada – as the generosity of SD coverage for employees rises, premium 
reductions for employers also rise (up to a limit).31 

                                                           
28  According to the employer survey, some of the reasons given by employers who recently left the program include not 

knowing they had to renew each year, too much trouble or bureaucracy involved, the rules being unclear or too 
complicated, and the reductions being too small. 

29  Note that the program interrelationships between the PRP and Canada Pension Plan Disability are being studied in 
detail in the Canada Pension Plan Disability evaluation. 

30  Approximately 38-40 percent of employees in Canada are covered by registered pension plans. 
31  The expert interviews did not yield much information on this topic. Only one expert was able to provide information 

regarding similar plans in other countries. 
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3.2 Achievement of Program Objectives 

Q-4:  What is the take-up rate of the PRP and what factors influence take-up? 

Data from the CRA T4 Summary File in Table 7 below indicates that 2.9 percent of all CRA-
registered business numbers were enrolled in the PRP in 2006 (employer take-up measured in 
terms of employers with eligible SD plans is estimated in Appendix 2). Overall, the share has 
been declining steadily since 1995, dropping roughly 0.1 percentage points each year. As 
mentioned in Section 2.4, the main reason for this decline is that CRA introduced new 
remittance methods that made it easier for companies to amalgamate their payrolls, leading to a 
decline in the number of employer units enrolled, but not necessarily the number of employers. 

Table 7 
Distribution of EI Premium Reduction Program Participation by Employers* –  

1994 to 2006 

Tax 
Year 

# of 
Employers 

# of Employers 
Enrolled in PRP** 

% of Employers 
Enrolled in PRP 

# of Employees 
Covered under 

SD Plan 

% of all 
Employees 
Covered*** 

1994 1,020,330 38,960 3.82 N/A N/A 

1995 1,023,450 39,410 3.85 N/A N/A 

1996 1,033,140 37,490 3.63 N/A N/A 

1997 1,050,550 37,510 3.57 5,318,911 46.8 

1998 1,064,630 37,220 3.50 5,377,790 46.2 

1999 1,075,930 36,810 3.42 5,528,734 46.2 

2000 1,082,810 36,410 3.36 5,374,992 43.4 

2001 1,092,150 36,080 3.30 5,465,067 43.1 

2002 1,105,360 35,390 3.20 5,433,774 41.8 

2003 1,104,400 34,730 3.14 5,434,391 41.0 

2004 1,120,760 34,220 3.05 5,531,533 41.0 

2005 1,143,590 33,710 2.95 5,648,167 41.4 

2006 1,151,640 33,130 2.88 5,768,735 41.3 

Source: T4 Summary File – Canada Revenue Agency (columns 2-4); Premium Reduction System Data – 
Bathurst, New Brunswick (column 5); Labour Force Survey – Statistics Canada (column 6). 

*  The number of employers is based on the number of business numbers that have been registered with the 
CRA. Thus, an employer can appear more than once in a given year. 

**  In general, CRA data lines up well with HRSDC data – in most cases, to within 4 percent (e.g. HRSDC data 
indicates that there were 33,860 employers enrolled in the PRP in 2006). 

*** This column is based on annual averages of the employed population (does not include self-employment). 

However, although only a small portion of all Canadian employers are enrolled in the PRP, 
they cover more than two-fifths (41.3 percent in 2006) of all workers (excluding the self-
employed) in Canada. Although the share of covered workers in Canada has stabilized over 
the last four years, it is down 5.5 percentage points from the share of workers covered in 
1997 (46.8 percent). 
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PRP registration is influenced by an employer’s willingness to offer an SD plan. The reason 
that some employers do not offer their own SD plan is due to their high costs, there not being 
enough absences within the firm to justify offering an SD plan, or the employer relying on EI 
sickness benefits for its employees (see Table 6 for more information). 

Another factor that would influence PRP registration is awareness levels of eligible firms who 
are not enrolled in the PRP. Employer survey data suggests that 72.3 percent of non-
participating employers who offer their own SD plan (although not necessarily an eligible plan) 
reported being unaware of the PRP (see Question 11 for more information). It is quite likely that 
some of these employers who offer eligible plans would enrol in the PRP if they knew about it. 

A third factor that has some influence is the difficulty some employers have with the annual 
renewal process and the understanding of the program rules. Out of a small sampling of 22 
employers who recently left the PRP, about one-third indicated that they did so due to the 
trouble/bureaucracy involved in having to renew each year or because the rules were unclear 
or too complicated. 

Q-4a:  How does the take-up rate differ by firm size, industry and province? 

PRP take-up varies dramatically by firm size, with larger firms far more likely to apply for 
and receive EI premium reductions than smaller firms. Table 8 shows this wide disparity. 

Table 8 
Percentage of Employers* Participating in the EI Premium Reduction Program,  

by Firm Size – 1994 to 2006 

Firm Size (based on number of employees) 
Tax  
Year < 25 25-49 50-99 100-199 200-499 500+ 

1994 2.1 12.4 19.3 28.0 38.5 49.3 

1995 2.1 12.2 19.0 27.9 37.5 49.0 

1996 1.9 11.4 18.1 26.5 36.7 48.6 

1997 1.9 10.9 17.1 25.1 36.1 47.7 

1998 1.8 10.6 16.2 24.2 35.0 46.4 

1999 1.7 10.2 15.6 23.3 33.5 45.9 

2000 1.7   9.7 15.1 22.5 32.6 44.5 

2001 1.7   9.7 14.9 22.1 32.1 45.4 

2002 1.6   9.6 14.6 22.0 31.6 45.8 

2003 1.6   9.5 14.4 21.3 32.0 45.8 

2004 1.5   9.1 13.5 20.8 30.5 44.2 

2005 1.4   8.8 13.5 20.0 29.9 43.9 

2006 1.4   8.4 12.9 19.4 29.4 44.8 

Share** 88.1   5.9   3.2   1.6   0.8   0.5 

Source: T4 Summary File – Canada Revenue Agency. 

*  The number of employers is based on the number of business numbers that have been registered with the 
CRA. Thus, an employer can appear more than once in a given year. 

** Represents the share of the entire employer population for 2006 (e.g. 88.1 percent of all employers in Canada 
in 2006 had fewer than 25 employees).  
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In 2006, almost 45 percent of large employer units (500 employees or more) received EI 
premium reductions through the PRP. In contrast, only 1.4 percent with fewer than 
25 employees received reductions. As well, similar to the findings presented in Table 6, PRP 
take-up rates fell steadily over the period for all employer unit size categories. However, the 
take-up rate declined the least for large employer units, falling only 4.5 percentage points 
from 1994 to 2006. 

There is also significant variation in PRP take-up by industry.32 Some industries have take-up 
rates of over twenty percent (public administration and utilities), while other industries have 
take-up rates as low as one percent (agriculture, forestry and fishing; construction; 
accommodation and food services). Take-up rates for all industries for the 2000 to 2006 
period are listed in Table 9.33 

                                                           
32 Industries are classified according to the 2002 North American Industrial Classification System. 
33  The 1994 to 1999 period has been excluded, as there is little value added in reporting the already-evident declining 

take-up rates over this period. 
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Table 9 
Percentage of Employers* Participating in the EI Premium Reduction Program,  

by Industry – 2000 to 2006 

Tax Year 

Industry 2000 2001 2002 2003 2004 2005 2006 

Agriculture, Forestry and Fishing 0.9 0.9 0.9 0.9 1.0 1.0 1.0 

Mining, Oil and Gas 5.5 5.3 5.7 5.4 5.1 5.0 5.1 

Utilities 25.0 27.2 26.4 24.7 23.8 22.5 21.0 

Construction 1.3 1.2 1.2 1.2 1.1 1.0 1.0 

Manufacturing 10.1 10.1 9.8 9.7 9.5 9.3 9.3 

Wholesale Trade 5.9 5.8 5.6 5.5 5.3 5.1 5.1 

Retail Trade 4.0 3.9 3.8 3.6 3.4 3.2 3.2 

Transportation and Warehousing 3.3 3.1 3.0 2.9 2.7 2.5 2.4 

Information and Cultural 5.8 6.2 6.0 6.0 5.9 5.8 5.8 

Finance and Insurance 6.5 6.2 6.1 6.1 5.9 5.7 5.7 

Real Estate, Rental and Leasing 2.1 2.1 2.0 2.0 1.9 1.8 1.8 

Professional, Scientific and Technical 2.2 2.2 2.2 2.1 2.1 2.0 1.9 

Management of Companies 2.8 2.9 2.9 3.0 3.0 2.9 2.9 

Administrative and Support 2.0 2.1 2.0 2.0 2.0 1.9 1.9 

Education 12.4 11.8 11.1 10.7 10.1 9.5 9.3 

Health Care and Social Assistance 4.2 4.1 4.0 3.8 3.7 3.5 3.3 

Arts, Entertainment and Recreation 1.6 1.6 1.5 1.5 1.5 1.4 1.4 

Accommodation and Food Services 0.7 0.6 0.6 0.6 0.6 0.6 0.6 

Other Services 3.0 2.9 2.7 2.6 2.4 2.2 2.1 

Public Administration 23.0 23.1 23.3 23.6 23.5 23.5 23.7 

Other 1.5 1.4 1.3 1.3 1.2 1.1 1.1 

Not Stated** 2.8 2.7 2.5 2.4 2.4 2.3 2.1 

Source: T4 Summary File – Canada Revenue Agency. 

*  The number of employers is based on the number of business numbers that have been registered with the 
CRA. Thus, an employer can appear more than once in a given year. 

** Includes business numbers that are either not active as of January 2008 or the information is blank from an 
existing active business number.  

While there is significant variation among take-up rates by industry, there has also been 
substantial change in the level of take-up among different industries over the 2000 to 2006 
period. For example, take-up is down by over 20 percent in the transportation and 
warehousing industry over this seven-year period, as well as in construction and in the health 
care and social assistance industry. Conversely, take-up rates are either unchanged or higher 
in the agriculture, forestry and fishing industry, in addition to the information and cultural 
industry, the management of companies, and public administration. 

Finally, Table 10 presents data in the same format as Table 9, except that it is for Canada’s 
provinces and territories. The data shows that employer take-up is highest in Saskatchewan 
and Manitoba and lowest in Atlantic Canada. During this seven-year period, employer take-
up declined in every province except Prince Edward Island. 
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Table 10 
Percentage of Employers* Participating in the EI Premium Reduction Program,  

by Province – 2000 to 2006 

Tax Year 

Province/Territory 2000 2001 2002 2003 2004 2005 2006 

Newfoundland 1.3 1.2 1.3 1.2 1.2 1.1 1.1 

Prince Edward Island 1.1 1.1 1.0 1.0 1.1 1.1 1.1 

Nova Scotia 2.0 2.0 2.0 1.9 1.8 1.8 1.8 

New Brunswick 2.2 2.1 2.1 2.0 2.0 1.9 1.9 

Quebec 4.8 4.7 4.6 4.5 4.4 4.2 4.1 

Ontario 3.2 3.1 2.9 2.8 2.7 2.5 2.4 

Manitoba 6.0 5.9 5.7 5.4 5.3 5.2 5.1 

Saskatchewan 6.8 6.6 6.5 6.3 6.1 5.9 6.0 

Alberta 3.4 3.3 3.2 3.1 3.0 2.8 2.7 

British Columbia 2.8 2.7 2.6 2.5 2.4 2.2 2.1 

Northwest Territories 3.2 3.0 2.7 2.6 3.3 3.1 3.1 

Yukon Territory 3.0 2.8 2.6 2.5 2.4 2.2 2.8 

Nunavut 0.0 0.0 0.0 0.0 0.0 0.0 0.0 

Not Stated** 2.8 2.8 2.6 2.5 2.5 2.5 2.3 

Source: T4 Summary File – Canada Revenue Agency. 

*  The number of employers is based on the number of business numbers that have been registered with the 
CRA. Thus, an employer can appear more than once in a given year. 

** Includes business numbers that are either not active as of January 2008 or the information is blank from an 
existing active business number.  

Q-5:  To what extent are different types of SD plans being offered by 
employers? 

There are four categories of plans that can qualify for a premium reduction.34 Table 11 shows 
that Category 3 plans, which are weekly indemnity plans with a minimum benefit period of at 
least 15 weeks, are by far the most common type of SD plan offered by employers. Throughout 
the 1997 to 2006 period, between 88 and 89 percent of all plans were Category 3. The second 
most common type of disability plan is the Category 1 plan, although there has been a 
consistent decrease in the share of Category 1 plans during this ten-year period. 

                                                           
34  For further information, see Section 2.1. 
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Table 11 
Distribution of Short-Term Disability Plans Offered by Employers –  

1997 to 2006 

Category of Short-Term Disability Plan (%) 

Year Total (#)* 1 2 3 4 Mix** 

1997 39,867 6.2 0.8 88.1 2.3 2.6 

1998 38,906 6.0 0.7 88.2 2.2 3.0 

1999 38,239 5.8 0.7 88.4 1.8 3.3 

2000 38,057 5.6 0.6 88.9 1.7 3.3 

2001 37,506 5.3 0.6 88.8 1.7 3.6 

2002 36,571 5.3 0.7 88.4 1.7 4.0 

2003 35,605 5.0 0.7 88.5 1.7 4.1 

2004 35,012 5.0 0.6 88.4 1.7 4.3 

2005 34,523 5.0 0.6 88.2 1.7 4.4 

2006 33,773 5.0 0.5 88.3 1.7 4.5 

Source: Premium Reduction System Data – Bathurst, New Brunswick. 

*  Refers to the total number of business numbers assigned to short-term disability plans. Thus, an employer 
can appear more than once in a given year. 

** Some plans contain elements of more than one category of short-term disability plan. 

To extend the analysis a little further, Table 12 presents the trend in the share of employees 
covered under each plan, while Table 13 illustrates the average number of employees 
covered under each plan. Table 13 is useful because it gives a sense of which plan is the most 
likely to be offered given a firm’s size. 

Table 12 
Share of Employees Covered under Each Type of Short-Term Disability Plan –  

1997 to 2006 

Category of Short-Term Disability Plan (%) 

Year Total (#)* 1 2 3 4 Mix** 

1997 5,318,911 16.9 3.0 69.2 7.1 3.9 

1998 5,377,790 16.2 3.7 68.0 8.3 3.8 

1999 5,528,734 19.1 3.8 66.3 6.8 4.0 

2000 5,374,992 14.8 3.5 70.9 7.0 3.8 

2001 5,465,067 14.9 3.6 69.9 6.8 4.8 

2002 5,433,774 16.3 3.1 68.9 6.9 4.9 

2003 5,434,391 16.1 2.8 69.1 6.9 5.1 

2004 5,531,533 16.3 3.0 68.6 6.7 5.3 

2005 5,648,167 16.0 2.9 69.3 6.4 5.4 

2006 5,768,735 17.6 2.8 67.5 6.4 5.7 

Source: Premium Reduction System Data – Bathurst, New Brunswick. 

*  Refers to the total number of business numbers assigned to short-term disability plans. Thus, an employer 
can appear more than once in a given year. 

** Some plans contain elements of more than one category of short-term disability plan. 
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Table 13 
Average Number of Employees Covered under Each Type of  

Short-Term Disability Plan – 1997 to 2006 

Category of Short-Term Disability Plan (%) 

Year Total (#)* 1 2 3 4 Mix** 

1997 133 361 526 105 418 193 

1998 138 376 746 107 522 178 

1999 145 478 789 108 554 176 

2000 141 375 802 113 591 164 

2001 146 407 826 115 594 195 

2002 149 460 695 116 598 184 

2003 153 491 649 119 612 190 

2004 158 519 747 123 613 196 

2005 164 522 784 129 598 197 

2006 171 602 1,060 131 637 214 

Source: Premium Reduction System Data – Bathurst, New Brunswick. 

*  Refers to the total number of business numbers assigned to short-term disability plans. Thus, an employer 
can appear more than once in a given year. 

** Some plans contain elements of more than one category of short-term disability plan. 

It is clear from Table 12 that, although roughly 88 to 89 percent of all employers who offer a 
plan offer a Category 3 plan (see Table 11), only about 68 to 69 percent of employees are 
covered by a Category 3 plan. This implies that employer take-up of Category 3 plans is higher 
among smaller firms relative to employer take-up by smaller firms of the other types of plans. 
This is confirmed in Table 13. 

The average number of employees per firm that are covered under a Category 3 plan is the 
lowest among the different plan categories (131 in 2006). In contrast, larger firms are more 
likely to offer a Category 2 plan relative to their likelihood of offering a different plan, given 
that the average number of employees per firm that are covered by such a plan is the highest 
among the different plan categories (1,060 in 2006). 

Overall, the average number of employees in a firm that are covered by an SD plan is 
increasing through time. In 1997, an average of 133 employees per firm was covered by a plan, 
while in 2006 an average of 171 employees was covered. 

Q-5a:  What are the specific details of each firm’s SD plans? 

The employer survey asked firms about the details of their SD plans, namely the percentage 
of employees covered; the minimum number of benefit weeks payable; the formula for 
calculating benefits; and the average percentage of employee wages paid.35 

Table 14 indicates that non-participating firms were the most likely to provide coverage for all 
of their employees (63 percent vs. the next highest of 55 percent for recent joiners. However, it 

                                                           
35  Out of the 679 employer responses, 125 employers did not have an SD plan, while 127 firms who had a plan failed 

to provide complete plan details. 
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is worth reminding that not all of the SD plans offered by non-participating are eligible for the 
PRP (Table 15 shows that 61 percent offered fewer than 15 weeks of benefits, the required 
minimum for PRP eligibility). As well, the results for the non-participating firms may be 
misleading as they are based on a sample of only 24 firms. 

Table 14 
Share of Employees Covered under Short-Term Disability Plans (%) 

Status of Firm Relative to EI Premium Reduction Program 

Level of Coverage 
Recent 
Joiners 

Mature 
Participants 

Recent 
Leavers 

Non-
Participants 

Full coverage 55 43 35 63 

Partial coverage 45 57 65 37 

# firms reporting 187 236 81 64 

Partial coverage as no need to 
cover irregular staff 

75 87 83 54 

# firms reporting 84 135 53 24 

Source: Wage Loss Protection Survey (un-weighted data), July 2008 (Mercer Limited). 

The main reason given for firms not providing coverage to all of their employees is that many 
felt no need to cover irregular staff (e.g. casual, temporary or part-time workers). This was 
reported by about 80 percent of firms. However, it is also worth noting that many insurance 
carriers will not provide coverage to temporary workers. 

Of the 568 employers that provided SD plan details, 149 failed to provide any details of the 
benefits paid, leaving 419 SD plans available for analysis. In terms of the average number of 
benefit weeks paid under the SD plans, Table 15 illustrates that, with the exception of non-
participants, most firms provide SD coverage for more than 15 weeks, with the average being 
20 weeks. 

Table 15 
Distribution of Weeks of Benefits Paid under Short-Term Disability Plans (%) 

Status of Firm Relative to EI Premium Reduction Program  

Recent Joiners 
Mature 

Participants 
Recent 
Leavers 

Non-
Participants 

Less than 15 weeks 11 9 5 61 

15 weeks 11 11 5 – 

16 to 25 weeks 60 56 43 – 

26 to 51 weeks 14 18 38 – 

52 weeks 5 6 8 16 

Average # weeks 19 20 23 15 

# firms reporting 130 173 60 38 

Source: Wage Loss Protection Survey (un-weighted data), July 2008 (Mercer Limited). 
Note: A “–” indicates less than 5 observations. 
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The most common method used by employers to calculate employee benefits is a uniform 
percentage of employee earnings (i.e. a certain share of earnings). Of the responding firms, 
83 percent stated that this was the formula they used, as shown in Table 16. 

Table 16 
Benefit Formula under Short-Term Disability Plans 

Benefit Formula 
Distribution of Firms 

(%) 
Average Benefit Paid  

(as % of Earnings) 

Uniform % of earnings 83 70 

% varies based on years of service 5 84 

% varies based on both years of service and 
duration of disability 

2 84 

% varies based on duration of disability 2 77 

Other formula 8 73 

# firms reporting 419 419 

Source: Wage Loss Protection Survey (un-weighted data), July 2008 (Mercer Limited). 

Finally, Table 17 contains a breakdown of the average benefit rate paid among the four types of 
firms surveyed (i.e. recent joiners, recent leavers, mature participants and non-participants). 
The results show that the average benefit paid is highest among non-participants at 83 percent 
of an employee’s insurable earnings. 

Table 17 
Distribution of Benefit Rates under Short-Term Disability Plans (%) 

Status of Firm Relative to EI Premium Reduction Program  

Recent Joiners 
Mature 

Participants 
Recent 
Leavers 

Non-
Participants 

Less than 55% – 3 – – 

55% to 69% 61 63 48 35 

70% to 99% 27 29 35 23 

100% 10 5 11 43 

Average 72 68 70 83 

# firms reporting 137 177 65 40 

Source: Wage Loss Protection Survey (un-weighted data), July 2008 (Mercer Limited). 
Note: A “–” indicates less than 5 observations. 

Q-5b:  To what extent do firms offer long-term disability plans? 

Long-term disability plans focus on longer periods of disability. They typically commence 
payments after the disabled individual has been off the job for a significant period, such as six 
months, and replace a specified percentage of pre-disability employment income, for example 
70 percent. Benefits typically run up to two years for recipients who are unable to perform their 
own occupations, and continue longer – with a limit of age 65 or the onset of retirement 
benefits – for recipients who cannot perform any reasonably comparable occupation. Long-
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term disability plans are typically harmonized with SD plans, providing continuity of income 
for plan members immediately on the cessation of SD benefits.36 

Findings from the employer survey reveal that the vast majority of respondents (84 percent) had 
a long-term disability plan, as shown in Table 18. Only non-participants scored a relatively low 
percentage (38 percent). Notably, almost all of the firms that provided an SD plan also offered a 
long-term disability plan (95 percent), compared to 34 percent of firms without an SD plan. 

Table 18 
Firms Reporting a Long-Term Disability Plan (%) 

Status of Firm Relative to EI Premium Reduction Program  

Recent 
Joiners 

Mature 
Participants 

Recent 
Leavers 

Non-
Participants Total 

Firms with plan 99 96 95 38 84 

# firms reporting 160 218 85 134 597 

Source: Wage Loss Protection Survey (un-weighted data), July 2008 (Mercer Limited). 

3.3 Impacts and Effects of the Program 

Q-6:  How does the PRP interact with other government programs? 

The Premium reduction program interacts with Canada Pension Plan Disability (CPPD) 
benefits in that employees who exhaust the short-term disability benefits of firms enrolled in 
the PRP can then go on to make use of CPPD benefits if they remain incapable of working due 
to injury or illness. CPPD benefits are available to people who have made enough contributions 
to the Canada Pension Plan (CPP), and whose disability prevents them from working at any job 
on a regular basis, thereby leading to a termination of their employment. The disability must be 
long lasting or likely to result in death, but it is worth noting that some people who qualify for 
disability benefits from other programs may not qualify for CPPD benefits. 

Aside from CPPD benefits, there may be potential interactions with provincial programs such 
as Workers Compensation in Ontario and with federal and provincial tax policy regarding the 
treatment of firm-sponsored short-term illness programs for tax purposes. 

Q-7:  To what extent do employees exhaust their SD plans and then go on EI? 

Employees who exhaust their employer SD plans and then go onto collect EI sickness benefits 
can be identified in HRSDC administrative data by those individuals who collect EI sickness 
benefits without serving the mandatory two-week waiting period. The reason this is the case is 
because EI legislation states that an individual who receives sick leave pay from their employer 
following their last day of employment and then goes on EI can have their waiting period 
waived or deferred. 

                                                           
36  For more information, see “The Role of Disability Income Insurance Plans in Canada’s Disability Income System”, 

Canada Life and Health Insurance Association Inc., May 2003. 
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During 2006, HRSDC administrative data indicates that there were approximately 45,000 
claims where the reason for employment separation was injury or illness and where the two-
week waiting period was waived. Thus, as a percentage of the 5,768,735 employees covered 
by an employer enrolled in the PRP, 0.8 percent exhausted their employer’s SD benefits and 
then went on to collect EI sickness benefits. 

However, the share is quite likely significantly lower than 0.8 percent for two reasons. First, 
the 45,000 claims include individuals who collected SD benefits from firms not enrolled in 
the PRP. Therefore, the 45,000 claims need to be divided by a number larger than 5,768,735. 
Secondly, although the overwhelming majority of claims without waiting periods are due to 
those who received sick pay from their employers, there are other reasons that could lead to a 
waiting period being waived (e.g. quarantine). Thus, there were less than 45,000 claims in 
2006 attributable to individuals using up their employer’s sickness benefits and then going on 
to collect EI sickness benefits. 

The extent to which employees exhaust their SD plans and then go on EI was also investigated 
in the employer survey. The employer survey asked employers about the types of benefits paid 
to employees who had a sickness absence, namely whether any of their employees had 
received SD benefits, EI benefits, both together (i.e. the employee exhausts their SD plan and 
subsequently collects EI benefits) or none at all. In total, there were 298 firms able to provide 
information. 

The analysis of these results is complex however, given that employers were allowed multiple 
responses. For example, an employer could report that some employees received SD benefits 
alone, that others received a combination of SD and EI benefits, and still others received only 
EI benefits. Or, the employer could report that employees received no compensation at all.37 

Findings indicate that 13 percent of firms reported that some of their employees had received 
both SD and EI benefits. This would usually represent a situation where some employees had 
started receiving EI benefits after exhausting SD benefits, but could also represent cases where 
the employer plan only provided a top-up or supplement to EI benefits (though such plans, as 
noted in Question 5a, are much less frequent than SD plans and not eligible for the PRP). 

Q-8:  How does the use of employer SD plans by employees compare to the 
use of EI sickness benefits by employees not covered by an employer 
SD plan? 

HRSDC administrative data on the use of EI sickness benefits indicates that the average 
duration of a sickness claim during the 2006/07 fiscal year was 9.5 weeks, with 32 percent of 
all sickness claimants receiving the maximum entitlement of 15 weeks.38 Historically, the 
average duration of sickness claims has been relatively stable, as has the proportion of sickness 
claimants using all 15 weeks. It should be noted, however, that some EI sickness claimants also 
collected benefits from an employer SD plan (frequency not available). 

                                                           
37  The vast majority of employers could not provide information on the numbers of employees falling into each category. 
38  For more information, see the 2007 Monitoring and Assessment Report, Chapter 5. 
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As for employer SD plans, the employer survey asked firms about their number of employees 
and number of sickness absences lasting at least one week. There were 313 respondents who 
gave information on both counts, from which rates of sickness incidence were calculated (see 
Table 19). 

Table 19 
Absence Rates for Sickness by Firms with or without a  

Short-Term Disability Plan 

 Firms without Short-
Term Disability Plan 

Firms with Short-
Term Disability Plan 

Reporting Units   

# of sickness absences lasting 1 week or more* 138 4,984 

# of employees 2,208 81,556 

Sickness incidence rate (%) 6.3 6.1 

# firms reporting 32 281 

Non-Reporting Units   

% of firms not reporting absences 6 21 

% of employees in non-reporting firms 14 62 

Source: Wage Loss Protection Survey, July 2008 (Mercer Limited). 

* Note: The figure 4,984 refers to the # of sickness absences lasting 1 week or more that were reported by firms 
with short-term disability plans who responded in the survey. There can be more than one sickness per firm. 

Contrary to expectations, employers were found to register similar rates of sickness absences 
lasting at least one week whether or not they had an SD plan (6.1 percent vs. 6.3 percent). 
These results appear to contradict the findings of Marshall (2006) that were mentioned in 
Question 2c. However, the small number of firms without SD plans warrants caution in the 
generalization of the results, as does the fact that a significant proportion of firms with SD 
plans reported only their employee count, and not their sickness absences.39 

3.4 Cost Effectiveness and Program Alternatives 

Q-9:  What are the overall administrative costs of the PRP? 

The overall administrative costs of the PRP for the 2006/07 fiscal year (i.e. April 30, 2006 to 
March 31, 2007) were $2,319,782. These costs are comprised of the following components: 

 Service delivery wage costs of $2,050,570 for a staff of 40 full-time equivalents; 

 Actuarial service wage costs of $20,000 (staff of 1/5 full-time equivalents); 

 Operations and maintenance costs of $82,212; and 

 Policy area wage costs of $167,000 (staff of 2.25 full-time equivalents). 

                                                           
39  The length of sickness absences is not available from any of the data sources. 
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Q-9a:  Are there ways to decrease the administrative costs of the PRP by 
increasing the efficiency of the delivery? 

One of the proposed options for increasing the efficiency of the delivery of the PRP (see 
Question 17) is to remove the requirement that employers submit a renewal application each 
year if their approved plan has not changed.40 This new process would lead to annual savings 
for the administration of the PRP. 

The current cost for mailing approximately 33,000 “Conditional Rate Notices” in 2007 has 
been evaluated at $22,160 (note that this and subsequent estimates do not include salary costs 
for the administration of these processes). The cost for mailing 33,000 renewal application 
forms in 2007 has been calculated at $27,510, while the cost for mailing 356 second renewal 
application forms in 2007 to employers who had not received the first one was $442. In 
addition, the cost for mailing 2,200 notices of non-return of renewal in 2007 to employers who 
have failed to return the renewal application form within the 30 days allowed has been 
determined to be $1,364. Finally, the cost for sending 32,050 confirmation rate notices in 2007 
was estimated at $19,711. Overall, these costs added up to $71,187. 

Under the proposed process, the renewal application forms would be combined with the 
information contained in the Conditional Rate Notice, thereby eliminating one mass mailing 
process. This would represent a savings to the EI Commission of over $27,000. 

Q-10:  What are the reduced administrative costs to the EI system from 
having to administer fewer sickness claims? 

Most EI field officers spend between 90 and 100 percent of their time processing EI 
claims according to a recent report.41 A “straightforward” claim takes anywhere between 
15 and 30 minutes to process, whereas a claim that requires additional searching for 
information can take between one and four hours to process. On average, EI field officers 
process 10 to 16 claims per day (or 13 claims per day). 

Given that the estimated dollar value of premium reductions in 2006 is $649 million (see 
Table 4) and is essentially based on what would the EI system would have had to pay out in 
EI sickness benefits had there been no employer-based SD plans, this works out to about 
225,000 foregone EI sickness claims.42 

Therefore, assuming that there is little difference in the claim processing time between claims 
for regular EI benefits versus sickness benefits (i.e. an EI field officer can process 13 claims per 
day), the existence of the PRP has saved 17,308 person-days of claim processing work.43 And, 
since there are roughly 250 business days during a calendar year, this implies that the full-time 

                                                           
40  For additional information, see “Premium Reduction Program Analysis of the Application Process”, Coverage and 

Premiums Policy, HRSDC (2008). 
41  For further information, see “Expert Interviews for the Evaluation of the New Entrant/Re-Entrant Rules”, Fleishman Hillard, 

November 2007. 
42  During the 2006/07 fiscal year (i.e. April 1, 2006 to March 31, 2007), the average EI sickness claim duration was 

9.5 weeks, with an average weekly benefit of $304 – working out to an average of $2,888 paid per claim. Dividing 
$649 million by $2,888 equates to almost 225,000 claims. 

43  This number is derived by dividing 225,000 by 13. 
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work of 69 fewer EI field officers are required each year because of the PRP.44 At an average 
salary of approximately $50,000 per year45, this equates to reduced administrative costs to the 
EI system of $3.45 million annually from having to administer fewer sickness claims.46 

3.5 Program Delivery Issues 

Q-11:  To what extent are Canadian employers aware of the PRP? 

Employer survey respondents were asked if they were aware of the PRP (whether or not they 
offered an SD plan), with 607 responses being registered. In addition, they were also asked 
how they became aware of this program. The findings (in Table 20) reveal that only 20 percent 
of employers who were classified as non-participants were aware of the PRP, as compared to 
93 percent for the other three groups combined. 

Table 20 
Awareness of EI Premium Reduction Program and Reasons for Awareness (%) 

Status of Firm Relative to EI Premium Reduction Program* 

How Employer Became 
Aware of PRP 

Recent 
Joiners 

Mature 
Participants 

Recent 
Leavers 

Non-
Participants 

CRA 7 15 9 – 

HRSDC/Service Canada 9 11 11 6 

Consultant/Insurer 24 9 5 – 

Employer or industry 
association 10 10 10 – 

Payroll services 4 2 7 – 

Firm staff 19 18 17 – 

Other 14 7 10 – 

Don’t know 10 23 17 – 

Aware of PRP 96 94 87 20 

Not aware of PRP 4 6 13 80 

# firms reporting 162 221 87 137 

Source: Wage Loss Protection Survey (un-weighted data), July 2008 (Mercer Limited). 
* Note: A “–” indicates less than 5 observations. 

Among the non-participating firms, of those who do not offer their own SD plan, 
84.4 percent reported being unaware of the PRP. Of non-participating firms who do 
offer their own plan, 72.3 percent reported being unaware of the PRP. However, 
overall awareness levels among non-participating firms are probably even lower, as 
it is quite likely that a high share of firms chose not to participate in the employer 
survey because they did not know anything about the PRP. 

                                                           
44  This number is derived by dividing 17,308 by 250. 
45  For further information, see “Expert Interviews for the Evaluation of the New Entrant/Re-Entrant Rules”, Fleishman Hillard, 

November 2007. 
46  This number ($3.45 million) is derived by multiplying $50,000 by 69. 
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As to how they became aware of the PRP, the single most cited reason was staff knowledge 
within firms (for 18.6 percent of respondents). Amongst other reasons, the most frequently 
mentioned situation was that the firm had already been registered before the present respondent 
took over. 

It is also of interest to examine the pattern of awareness among non-participants by firm size. 
This is shown in Table 21. Not unexpectedly, there is a far lower level of PRP awareness 
amongst small firms of fewer than 10 employees. 

Table 21 
Awareness of EI Premium Reduction Program among Non-Participants  

by Firm Size 
Firm Size Not Aware of PRP (%) Aware of PRP (%) # Firms Reporting 

Less than 10 employees 88 12 76 

10 to 99 employees 83 17 46 

100 to 499 employees 44 56 9 

500 employees or more 0 100 5 

Total 80 20 136 

Source: Wage Loss Protection Survey, July 2008 (Mercer Limited). 

Q-12:  To what extent are some employers’ initial or renewal applications 
for the PRP approved or rejected? 

Since 1997, between 1,502 and 1,951 initial applications have been processed each year (as 
shown in Table 22), with the number being significantly lower from 2004 to 2006. Table 22 
also shows the share of employers submitting initial applications that are entitled to a 
premium reduction and the share not entitled to a reduction. 

Table 22 
Approval and Rejection Rates for Initial Applications –  

1997 to 2006 (%) 

Year 
# of Applications 

Processed 
Entitled to a Premium 

Reduction 
Not Entitled to a 

Premium Reduction 

1997 1,789 82.4 17.6 

1998 1,717 84.0 16.0 

1999 1,718 84.0 16.0 

2000 1,868 81.0 19.0 

2001 1,951 80.0 20.0 

2002 1,866 80.2 19.8 

2003 1,715 78.7 21.3 

2004* 1,502 82.2 17.7 

2005* 1,590 81.9 20.0 

2006** 1,570 80.0 16.6 

Source: Premium Reduction System Data – Bathurst, New Brunswick. 

*  There is one new account that has not yet been finalized.  

** There are 53 new accounts that have not yet been finalized. 
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In any given year, around 80 percent of all initial applications are approved for the PRP, 
while about 20 percent are rejected. There has been no significant trend over this 10-year 
period in terms of the percentage of applications that are approved or rejected.47 

As for renewal applications, the same data that is presented for initial applications in Table 22 
is duplicated for renewal applications in Table 23. Since 1997, between 34,265 and 40,179 
renewal applications have been processed each year, with the number declining every year 
after 2000. 

Table 23 
Approval and Rejection Rates for Renewal Applications –  

1997 to 2006 (%) 

Year 
# of Applications 

Processed 
Entitled to a Premium 

Reduction 
Not Entitled to a Premium 

Reduction 

1997 35,184 97.1 2.9 

1998 34,939 95.8 4.3 

1999 37,347 96.2 3.8 

2000 40,179 93.4 6.6 

2001 38,296 92.7 7.3 

2002 37,232 92.2 7.7 

2003 36,093 92.9 7.0 

2004 35,315 93.7 6.3 

2005* 34,736 94.0 6.0 

2006** 34,265 93.6 6.3 

Source: Premium Reduction System Data – Bathurst, New Brunswick. 
* There are 6 renewal applications that have not yet been finalized.  
** There are 51 renewal applications that have not yet been finalized. 

Roughly 94-95 percent of all renewal applications are approved for the PRP. Renewal 
applications are far more likely to be approved than initial applications (94-95 percent vs. 
80 percent). For renewal applications, the share that is rejected increased starting in 2000. 

Q-12a:  Why are some employers’ initial or renewal applications for the 
PRP approved or rejected? 

There are some general requirements that an employer must meet in order to be eligible for the 
PRP.48 However, as Table 24 demonstrates, there are numerous other reasons for being non-
entitled to a premium reduction aside from the reasons listed above. In fact, the general reasons 
comprise only a fraction of all reasons, particularly in the case of renewal applications. 

                                                           
47  Question 12a will examine reasons for why some employers are not entitled to a premium reduction. 
48  See Section 2.3 of this report for more information. 
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Table 24 
Reasons that Applications are Rejected –  

1997 to 2006 

Initial Applications Renewal Applications 

Rejection Reason* # Rejected % # Rejected % 

No document describing plan 298 10.1 128 0.6 

No sharing of premium reduction 231 7.8 114 0.6 

Refusal to set up another business # 553 18.7 360 1.8 

Employer decided to cancel 560 18.9 964 4.8 

Employer had no disability plan 310 10.5 1,483 7.4 

Plan did not qualify 173 5.8 150 0.7 

Change in business # 155 5.2 3,186 15.8 

Missing information on application 108 3.6 82 0.4 

Inappropriate use of EI benefits 86 2.9 219 1.1 

Employer bankrupt / business sold 22 0.7 2,137 10.6 

Payroll Amalgamation 0 0.0 2,171 10.8 

Renewal form not returned 0 0.0 6,510 32.3 

Unable to locate employer 0 0.0 125 0.6 

Other** 9 0.3 36 0.2 

No reason given 454 15.3 2,510 12.4 

Source: Premium Reduction System Data – Bathurst, New Brunswick. 

*  Some applications are later revised from “non-entitled” to “reduction granted”. The revisions are not a result of 
the appeal process.  

** Other reasons include a collective agreement not received, a splitting of payrolls, and not an initial application 
(in the case of initial applications). 

The most common reasons (other than “no reason given”) for an initial application being 
rejected are that an employer decides to subsequently cancel their request (18.9 percent), 
refuses to set up another payroll account for other employees (18.7 percent), does not even 
have an SD plan (10.5 percent), and supplies no document that describes the disability plan 
(10.1 percent). 

For renewal applications, the most common reasons for being non-entitled to a premium 
reduction are that the renewal form has not been returned (32.3 percent), an employer changes 
their business number or transfers their account to a new number (15.8 percent), a payroll 
amalgamation49 (10.8 percent), and the bankruptcy or sale of the business (10.6 percent). 

                                                           
49  A payroll amalgamation occurs when two or more employers merge to form one employer and they retain only one of 

the business numbers or drop all previous business numbers and obtain a new one. The previous business numbers will 
all be put in a "no reduction" status with the reason code being ‘payroll amalgamation’. A payroll amalgamation can 
also occur when one employer merges two or more existing payrolls. 
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Q-12b:  To what extent are employers submitting appeals upon being rejected 
for the PRP? 

Employers who do not agree with the decision made concerning their request for a premium 
reduction have the right to appeal the decision during a period not exceeding one year from 
the date of the decision. Since 1997, there have been a total of 37 appeals submitted to the EI 
Commission. Table 25 provides a breakdown, by year, for the total number of appeals 
submitted, allowed and denied. 

Table 25 
EI Premium Reduction Program Employer Appeals –  

1997 to 2006 
Year of Appeal # of Appeals # of Appeals Allowed # of Appeals Denied 

1997 9 4 5 

1998* 3 1 1 

1999 0 0 0 

2000** 1 0 0 

2001 4 0 4 

2002** 1 0 0 

2003*** 8 2 4 

2004 1 1 0 

2005 4 0 4 

2006 6 1 2 

Total 37 9 20 

Source: Registrar of Appeals – Appeals, Quality and Premiums Directorate. 

*  One appeal was subsequently withdrawn by the employer. 

**  One appeal was partially allowed/denied. 
*** One appeal was submitted late and one appeal was partially allowed/denied. 

The number of appeals submitted over this 10-year period has fluctuated between zero 
and nine appeals per year, with 1999 having no appeals. In general, roughly one quarter of all 
appeals are allowed. As well, it is important to note that about 90 percent of appeals are due 
to employers not returning their renewal forms within the required 30-day renewal period. 
Decisions regarding appeals are made by the EI Commission. 

Q-13:  To what extent are employers returning the employees’ portion of 
the premium reduction? 

Documentation exists which shows that it is unclear to what extent employers are returning 
the employees’ portion of the premium reduction. On many renewal applications, employers 
write something non-specific such as “Other Benefits” as the method of sharing. It is difficult 
to identify what these benefits are and if they meet the conditions of the 5/12 sharing. 
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In some cases, it is also difficult to find written documentation pertaining to the 5/12 sharing 
and a link between the savings given to the employer and the benefits given to employees. It is 
only in cases where there is a separate bank account set up for deposit and withdrawal of the 
5/12 that a link can be seen (i.e. the amount deposited in the bank accounts exactly matched 
what was being saved by the employer). 

Further, few employers inform their employees that the benefits they are receiving are a 
result of the savings incurred by having an approved wage loss replacement plan. Thus, it 
means that employees are unaware that they are receiving a benefit that they are partially or 
fully paying for themselves. 

Q-13a:  How are employees being reimbursed? 

Table 26 below provides data on how employees have been reimbursed by employers since 
1997. As of 2006, almost one-quarter of all employees were reimbursed via methods 
negotiated through a written mutual agreement, while almost one quarter were reimbursed 
via a cash rebate. The remaining more than half of all employees were reimbursed with new 
or additional benefits. The share of employees reimbursed in this manner increased 
substantially from 1997, when only about 42 percent of employees received new or increased 
employee benefits. 

Table 26 
How Employees are Receiving their Portion of the EI Premium Reduction –  

1997 to 2006 (%) 

Year 
Total Groups 

of Employees* 
Written Mutual 

Agreement 
Cash  

Rebate 
New or Increased 

Employee Benefits Not Coded 

1997 43,700 24.2 19.8 42.2 13.8 

1998 43,852 24.3 20.7 44.5 10.5 

1999 43,575 24.0 21.3 46.3 8.4 

2000 43,319 23.9 21.8 47.8 6.5 

2001 43,134 23.8 22.2 49.2 4.8 

2002 43,737 23.7 22.3 50.2 3.8 

2003 43,022 22.7 22.7 51.3 3.4 

2004 44,091 22.7 22.9 51.4 3.0 

2005 43,650 22.4 22.7 52.2 2.7 

2006 44,558 21.8 22.7 53.0 2.6 

Source: Premium Reduction System Data – Bathurst, New Brunswick. 

* Some employers have multiple plans covering different sets of employees. Thus, the total number of groups of 
employees covered by the EI Premium Reduction Program will differ from the number of participating employers. 
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Q-14:  Is there a way to ensure that agents follow the legislation, policies 
and procedures when making decisions on applications? 

No evidence. 

Q-15:  What is the best method of keeping employers informed of their 
obligations? 

No evidence. 

Q-16:  How can the current PRP system used for the delivery of the program be 
improved? 

See Question 17. 

Q-17:  How can the current initial and renewal application forms be improved? 

According to findings from a report by PRP Coverage and Premiums Policy,50 two options for 
improving the initial application process and client service have been developed. The first 
option is to streamline the current initial application form, which contains 23 fields (10 
questions) for employers to complete. It was found that seven fields are not relevant in 
determining if the employer meets the requirements for a premium reduction. The second 
option is to provide for electronic applications, which would greatly streamline the applicant’s 
initial entry to the PRP by reducing administrative and paper burden. As well, this would 
increase the speed of communication between employer-clients and the EI Commission. 

In terms of renewal applications, four potential options have been suggested – (i) extend the 
renewal application period for registered employers; (ii) send the renewal application forms 
to employers by registered mail; (iii) streamline the renewal application form; and (iv) no 
requirement to submit a renewal application if an employer’s plan has not changed. Of these 
four options, the fourth option was identified to be the best option in terms of cost and 
feasibility. 

                                                           
50  For additional information, see “Premium Reduction Program Analysis of the Application Process”, Coverage and 

Premiums Policy, HRSDC (2008). 
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4. Conclusions 

When employers provide coverage to their employees for short-term illness or injury with an 
income protection plan, they may obtain a reduction in Employment Insurance premiums 
under the Premium Reduction Program, which was established in 1971. Since 1997, the 
number of registered business numbers with the Canada Revenue Agency enrolled in the 
program has declined from 37,510 to 33,130 in 2006, and the percentage from 3.6 percent to 
2.9 percent. During this same period, the number of employees participating in the program 
has increased from 5.3 million to 5.8 million, while the percentage of all employees in the 
labour force participating (excluding the self-employed) has decreased from 46.8 percent to 
41.3 percent. Premium reductions are estimated at $795 million in 2008 (with administrative 
costs of about $2.3 million). 

The original objective of the program was to recognize existing employer short-term disability 
plans and to ensure that they would continue to be offered as Unemployment Insurance 
Sickness benefits came on stream. Essentially, the program has achieved its objective, in that 
employers continue to offer their own short-term disability plans (the number of employer units 
participating increased every year from 1973 to 1993) and receive premium reductions. Overall 
take-up rates among the eligible employer population are roughly 15 percent, with take-up rates 
being far higher among larger firms. 

Although there appears to be little difference in employee sickness incidence rates between 
employers with a short-term disability plan and employers without one (around six percent in 
both instances), employer short-term disability plans have longer benefit durations and pay 
out a higher level of employee insurable earnings. For the 2006/07 fiscal year, Employment 
Insurance sickness benefit claim durations averaged 9.5 weeks, with an average benefit rate 
of 55 percent of employee insurable earnings. For employers with short-term disability plans, 
benefit durations averaged 20 weeks, with an average benefit rate of 70 percent. 

There is still a lack of awareness of the Premium Reduction Program by employers who are 
not registered (about 72 percent of employers who offer their own short-term disability plan 
reported being unaware). However, very few appeals are being submitted by employers 
regarding the application process (only 37 appeals from 1997 to 2006), implying that eligibility 
criteria are fairly clear to participating employers. 

Due to the small size of the employer portion of the premium reduction (less than $100 per 
registered employee in 2008), the program could not be expected to have any major 
behavioural impact on an employer’s decision of whether or not to offer a short-term disability 
plan and apply for a premium reduction. However, this report does not examine the topic of 
behavioural impacts. 
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5. Recommendations 

As a result of the evaluation findings, the following recommendations are suggested: 

1. Based on findings from the employer survey, awareness of the PRP is low or non-existent 
among non-participating employers, some of whom have PRP-eligible short-term disability 
plans. The current advertising program of the PRP to employers needs to be investigated to 
ensure that all employers are aware of the PRP and what they are entitled to. 

2. Evidence from the technical report, “Analysis of the Application Process” suggests two 
viable options for the initial application process – streamlining the current initial 
application form to include only relevant fields, or providing for electronic applications. 
For the renewal application process, similar suggestions are made, as well as i) extending 
the renewal application period for registered employers; ii) sending renewal application 
forms to employers by registered mail; and iii) removing the obligation for employers to 
return the renewal application form every year if their approved plan is deemed to have 
not changed, which would results in savings of over $27,000. Whichever options are 
selected, it is recommended that employers not currently enrolled in the PRP be notified 
of all changes, as employer survey findings suggest that some employers are not enrolled 
because of the inefficiency of the application process. By making the process more 
efficient, some employers may decide to take part in the PRP. 
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Appendix 1 
Technical Reports 

Documents Prepared for the Summative Evaluation of the EI Premium Reduction 
Program 

Cathexis Consulting Inc. (2008), “Key Informant Interviews for the Evaluation of the EI 
Premium Reduction Program”, HRSDC. 

HRSDC (2007), “Evaluation Methodology for the Evaluation of the EI Premium Reduction 
Program”. 

Mercer Canada Limited (2008), “Employer Survey for the Evaluation of the EI Premium 
Reduction Program”, HRSDC. 

Roy, A. (2007), “Literature Review for the Evaluation of the EI Premium Reduction Program”, 
HRSDC. 
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Appendix 2 
Alternate Definition of Employer Take-Up 

An alternate definition of employer take-up of the PRP is to calculate the percentage of 
eligible employers that are enrolled in the PRP. To be considered eligible for the PRP, a plan 
that provides SD benefits to employees must: 

1. Provide at least 15 weeks of benefits for short-term disability; 

2. Match or exceed the level of benefits provided under EI; 

3. Pay benefits to employees within 14 days of illness or injury; 

4. Be accessible to employees within three months of hiring; and 

5. Cover employees on a 24-hour-a-day basis. 

Given that 2.9 percent of all business numbers registered with CRA are enrolled in the PRP 
(as Question 4 illustrated), this implies that the other 97.1 percent are non-participants. The 
employer survey conducted for this evaluation found that 42 percent of non-participants had 
an SD plan. Further, of this 42 percent, 39 percent provided at least 15 weeks of benefits for 
short-term disability, the required minimum for PRP eligibility. Assuming that they met the 
other four requirements listed above, this implies that the take-up rate among all eligible 
employers is 15.3 percent (see below). However, given that some of these employers will not 
have met some of the other requirements, the take-up rate is probably more than 15.3 percent. 

Actual Data 

(A) # of business numbers registered with CRA in 2006 = 1,151,640 

(B) # of business numbers enrolled in PRP in 2006 = 33,130 

(C) # of non-participating business numbers = 1,118,510 (A-B) 

Employer Survey Data Extrapolated to Population 

(D) # of non-participating employers with SD plan = 469,774 (C * 42%) 

(E) # of non-participating employers with eligible SD plan = 183,212 (D * 39%) 

(F) # of employers with eligible SD plan = 216,342 (E + B) 

(G) Employer take-up rate = 15.3% (B / F) 


