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HSA vs. Group Benefits
Cost Control or Comprehensive Protection?

When a business owner decides to provide health and dental benefits, the choice is not simply about which option costs less. The
real question is whether the goal is primarily flexible spending or insurance protection.

Health Spending Account (HSA)
Defined employer cost + employee choice

Traditional Group Benefits
Defined coverage + insurance protection

Side-by-Side Comparison
Consideration Health Spending Account (HSA) Traditional Group Benefits

Cost control Strong. Employer can establish a defined annual
allowance.

Good, but premiums can change at renewal.

Employee flexibility Excellent. Employees decide how to use available
HSA dollars for eligible expenses.

Structured coverage with defined reimbursement
levels, deductibles and maximums.

Health & dental coverage Flexible, but reimbursement stops when the HSA
balance is exhausted.

Broader ongoing coverage can include prescription
drugs, dental, vision and paramedical services.

High-cost prescription
drugs

A major limitation if the annual HSA balance is small
relative to the cost.

Major advantage. A properly designed plan can
provide much greater protection for recurring or
expensive prescriptions.

Large unexpected claims The employee is generally limited to the available
HSA allocation.

Insurance transfers covered claims risk to the
insurer, subject to plan terms and limits.

Travel medical coverage Not typically the primary purpose of an HSA. Often available as part of a comprehensive group
plan.

Life / AD&D; Not normally part of the HSA itself. Can be included within the employee benefits
package.

Disability coverage Not normally provided through an HSA. Short- and/or long-term disability may be added for
income protection.

Recruitment value Useful, especially for small employers introducing
benefits.

Comprehensive benefits can strengthen the total
compensation package.

Retention value Employees may value the flexibility of a spending
account.

A broader package can become an important part
of long-term employee retention.

Employees with families One fixed account may need to cover several types
of family expenses.

Family health and dental coverage can provide
substantially broader protection.

Chronic / ongoing needs The annual balance may be used quickly. Potentially much stronger value for employees who
need ongoing medication or treatment.
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Why a Group Plan Can Be Worth the Additional
Cost

An HSA can be an effective way to introduce benefits and maintain strict budget control. A group plan, however, can provide
something fundamentally different: insurance protection when an employee's needs exceed a fixed spending allowance.

1. Protection against high-cost claims
Especially valuable when employees face recurring prescription costs, unexpected health expenses or other
insured claims that could quickly exceed a modest HSA balance.

2. A broader employee protection package
Health and dental coverage can be combined with travel medical, life insurance, AD&D; and potentially disability
coverage.

3. Recruitment and retention
A comprehensive benefits package can improve the overall value of compensation and help an employer
compete for skilled employees.

4. Greater value for families and employees with ongoing needs
Employees with dependants, recurring prescriptions or frequent health-care needs may receive substantially
more value from insured benefits than from a small fixed spending account.

5. Insurance risk transfer
Instead of the employer directly funding each employee's eligible expenses up to a set amount, insured benefits
transfer covered claims risk to the insurer, subject to policy terms, exclusions and limits.

Questions a Business Owner Should Consider
Budget Do I need a strict annual maximum, or am I willing to pay more for broader insurance protection?

Workforce Do employees have families, recurring prescriptions or diverse health-care needs?

Recruiting Will benefits be used to attract and retain employees?

Coverage Do I want only health and dental reimbursement, or also travel, life, AD&D; and disability options?

Risk How important is protection against claims that could greatly exceed a fixed annual allowance?

Not sure which approach fits your business?
A benefits review can compare an HSA, traditional group benefits, or a hybrid approach based on

your workforce and budget.
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Important: General information only. Actual eligibility, premiums, coverage, exclusions, maximums and tax treatment depend on plan design and individual circumstances.
An HSA must be properly structured to qualify as a Private Health Services Plan (PHSP). CRA guidance states that employer contributions to qualifying medical and dental
PHSPs are generally not a taxable benefit to employees; other benefits may have different tax treatment. Professional tax and legal advice should be obtained where
appropriate.
Sources: Canada Revenue Agency, Employers' Guide - Taxable Benefits and Allowances (2026); CRA, Medical expenses, including payments from a Private Health
Services Plan (PHSP).



