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IN KERRY (Canada) v. Ontario (Super-
intendent of Financial Services),
Ontario’s Court of Appeal has made
several major rulings on pensions.

Kerry, a food supply company
based in Woodstock, Ont., set up a
defined benefit (DB) pension plan in
1954 that has been in a surplus posi-
tion for years and members have
always received full pension benefits. 

In 1985, the employer took contri-
bution holidays and by 2001 had
taken holidays of about $1.5 million.
Initially the employer paid all plan
expenses but, in 1985, third-party
plan expenses were paid from the
fund. These were primarily the cost
of actuarial, investment management
and audit services provided to the
plan and added up to about $850,000

FROM ON-SITE fitness centres to
bicycle racks to newsletters, wellness
programs vary widely in scope, cost
and commitment. And studies show
more companies are getting involved
in these initiatives. 

But how successful are they in
making an impact? According to a
2006 survey of wellness programs in
the United States and Canada by the
International Federation of Employee
Benefit Plans (IFEBP), 41 per cent of
respondents don’t know what advan-
tage their organi-
zation derives
from wellness pro-
grams and 98 per
cent don’t know
the return on
investment (ROI)
amount for dollars
spent.

And a 2006 National Wellness
Survey Report by Buffet & Company
Worksite Wellness also found only 30
per cent of 512 respondents in Canada
evaluate and record the outcomes of
their wellness efforts.

But HR may need more convincing,
judging by the results of a study
released in May that looked into the
motivation behind the implementa-
tion of workplace health programs
and found finance departments feel a
greater moral responsibility than HR,
which is more concerned with the

bottom-line. (The study was released
by the University of Western Ontario’s
Richard Ivey School of Business in
London, Ont. and the University of
Lethbridge in Lethbridge, Alta.)

“Tracking ROI is really tough
because though you may introduce a
wellness program and end up with a
marked improvement, you can’t nec-
essarily, from a scientific perspective,
be absolutely certain the improve-
ment seen is a result of that program,”
says Ed Buffett, president and chief

executive officer of
Buffett & Company in
Whitby, Ont.

The science isn’t
there yet but will get
there in time, he says,
adding his group is
working with

academia to improve the measure-
ment.

There are so many variables in
play, such as drug costs, inflation, uti-
lization, management or technology
that it is hard to isolate them to get a
true measure, says Kelli Kolsrud,
senior information specialist with the
IFEBP in Brookfield, Wis.

The federation’s poll found the
most popular gains perceived by
employers were improved employee
health (44 per cent), improved employ-
ee morale (43 per cent), lower health-
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Should you hire family and friends?
A successful workplace relationship depends on boundaries, 
communication and rigorous hiring
| BY DANIELLE HARDER | 

WHEN DEREK MAJOR opened the doors of his 
Calgary-based IT business four years ago, peo-
ple warned him not to hire friends and family. 

“Everyone said don’t. It’s complicated,” 
says Major, the founder and partner of Eligeo, 
a firm that specializes in IT solutions for small 
businesses.

And, for the first few years he didn’t — not 
that it helped. In 2010, for the first time, he had 
to fire someone. 

Filling the role proved to be a frustrating 
endeavor that saw a revolving door of people 
come and go before Major, in desperation, 
called up a buddy from his retail days.

He and Karim Mahdi had worked togeth-
er at a Radio Shack store in their late teens. 
Mahdi had since graduated from university 
and moved on to a career in IT. The two met 
and Major made an offer.

“I knew he would work his butt off and I’d 
trust him, and together we’d be able to build 
the business,” Major says.

Mahdi accepted — even though it meant 
taking a pay cut.

“He really believed in the business. He 
could see the potential,” Major says. “And I 
knew that he’d feel if he was failing on the job, 
he would be failing me.”

Since then, Mahdi has become a partner in 
the firm and together they’ve seen business 
double from 2010 to 2011.

But Major is quick to point out not ev-
eryone in small business should tap into the 
friend and family network when it’s time to 
hire.

“You need the right environment,” he says. 
“You have to create a mini-contract in a way. 
That way it clarifies expectations.”

Joanne Royce, owner of the Toronto HR 
consulting firm Royce & Associates, has also 
seen some benefits to hiring friends and fam-
ily in her work with small businesses.

In one case, two brothers and their father 
established a healthy working environment by 
clearly defining each person’s role within the 

company.
“They have firm accountabilities,” Royce 

says. “They’ve made sure there’s no overlap 
and there is a decision-making structure in 
place.”

Another benefit can be loyalty and shared 
values.

But more often than not, she’s seen the 
pitfalls and challenges of hiring from within 
personal circles – something she sees far too 
often.

“It’s the ‘go to’ thing in a lot of cases,” she 
says. “It’s the path of least resistance. It’s eas-
ier to hire someone we know. Unfortunately, 
we assume that by association that person will 
have all the skills and competencies that are 
needed, and we know that’s not always the 
case.”

She suggests all employees, regardless 
of their relationship with the employer, go 
through a rigorous screening process that 
starts with a very clear understanding of the 
job description.

“It’s easy to hire somebody without think-
ing about what the role will entail,” Royce 
says. 

Hiring ‘by the seat of their pants’
Paul Foster, CEO of The Business Therapist 

in Essex, Ont., says too often business own-
ers “hire by the seat of their pants” and that’s 
especially true when it comes to hiring friends 
and family.

“The biggest problem is they didn’t invest 
in the hiring process,” he says. “You have to 
treat them like any other employee. If that 
person has the attributes that fit, then it’s ir-
relevant if they’re friends or family.” 

Avoiding the perception
of nepotism
Once the person is on the job, both the 

employer and employee have to deal with the 
perception — real or otherwise — of nepo-
tism, something that can be difficult to over-
come, according to Royce.

“It doesn’t matter if it’s true or not,” she 
says. “If that’s the perception, then that’s the 
reality for the other employees.”

Another issue for the person being hired 
can be succession, especially if the person she 
is replacing is still on the job.

“How do you get to fully grow when you’ve 
always got that person in the background?” 
Royce says, suggesting it’s a good idea to chart 
out the stages of succession, including any ed-
ucation they’ll need.

It can also be difficult to establish credibil-
ity if that person was once doing the filing and 
getting the coffee — and now she is head of a 
department, she says.

“It can be tough for them to get over the 
perception that they only got the job because 
they’re family members,” she says. 

It’s also very important to make sure the 
employee deals directly with the person they 
should be, not the parent or friend who hired 
them, to avoid perpetuating the perception of 
nepotism.

Royce has also seen too many examples of 
family dynamics spilling into the workplace 
without any sort of filter.

While a parent and adult child may feel 
comfortable shouting at each other during an 
argument, she says that can have a negative 
impact on the rest of the workplace.

But what if it doesn’t work out?
That was in the back of Major’s mind when 

he hired his friend in Calgary.
“You hear the horror stories,” he says, 

adding he and Mahdi have had some intense 
shouting matches over time.

“But that’s part of the respect — so long as 
we can walk away friends… you just have to 
remember to apologize.”

Too often, employers hold on to friends or 
family because it’s easier than firing them and 
dealing with the fallout, Foster says.

“There’s a tendency to say, we’ll work 
through this,” he says. “A lot of family mem-
bers have been around for a long time because 
they can’t get rid of them.”

But delaying the inevitable can be costly, 
both for the business and the relationship, he 
adds.

Royce says it’s important to openly discuss 
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how to handle conflict and establish a positive 
exit strategy early on.

“You need to talk about it pro-actively,” she 
says. “What if the person doesn’t perform?”

Major and Mahdi make an effort to keep 
their personal and professional lives separate, 
and they try to get together at least once a 
week away from the office. 

“If you bring friends and family into busi-
ness, you still need personal time outside of 
work,” Major says. “You could easily distance 
yourselves.”

At the same time, they’ve established rela-
tionship boundaries and roles on the job.

“As long as people understand the job 
description, you’re fine,” Major says. “And 

if something is bother you, you have to talk 
about it.”

Ultimately, Major says hiring friends and 
family is about weighing the risks — a risk 
he’s glad he took this time around.

Danielle Harder is a Brooklin, Ont.-based 
freelance writer.


