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Project Scope 
This project aims to design a hybrid Human Resources framework for Your Sweet Life Spot (YSSL), a  
Canadian-based media  and innovation company.  YSSL operates  under  a  joint  venture  consultancy 
model,  partnering with creators  and small  businesses to co-develop products like books,  toys,  and 
baked  goods.  With  minimal  full-time  staff  and  a  dynamic  pool  of  volunteers  and  independent 
contractors, the company is seeking to professionalize and scale its HR practices without compromising 
flexibility or violating Canadian labor laws. The goal is to design a legally compliant Hybrid HR model 
that  provides  greater  clarity,  security,  and  benefits  for  its  collaborators  while  preserving  their 
independence. Drawing from international best practices (e.g., Nordic countries, India), and integrating 
scalable technology like Deel, the final deliverables will include a detailed HR framework, a strategic 
executive summary, and tools such as SWOT and PESTLE analyses.

Overall Goals of the Company
Short-Term Goals

• Develop a legally compliant HR infrastructure to support contractors and volunteers.
• Enhance operational clarity and professionalism while maintaining creative flexibility.
• Implement scalable tools like Deel to streamline contract and benefits management.

Long-Term Goals
• Establish YSSL as a leading platform for collaborative product incubation.
• Sustainably scale operations while preserving ethical and creative values.
• Offer a replicable HR model adaptable to other joint venture-driven startups.

Project Goal
Objective 1: Develop a Scalable and Sustainable HR Framework
Create a hybrid HR framework that balances the flexibility of independent contracting with the security 
of traditional employment, including best practices from foreign HR models like those in Denmark and 
Sweden. The framework should be:

• Legally compatible with Canadian labor laws.
• Aligned with Your Sweet Life Spot's objective to promote creativity, sustainability, and ethical 

business practices.
• Capable to evolve as the organization scales, ensuring flexibility for creative contributors while 

providing a foundation for long-term collaboration and growth.

Objective 2: Encourage Innovation and Collaboration with Custom HR Policies
Establish HR policies that support creativity, collaboration, and diversity and represent Your Sweet Life 
Spot's dedication to ethical storytelling and sustainable business. These policies should consist of:

• Benefits that are modular for a range of contractor needs.
• Ensure protection of intellectual property.
• Transparent performance management and compensation plans.

A single HR technology stack that streamlines communication and contract automation.
Stakeholders Analysis
Internal Stakeholders

 Marguerite (Founder/Sponsor)
As the founder and primary sponsor, Marguerite plays a central internal role in shaping YSSL’s vision,  
strategic direction, and resource allocation.

 Joint Venture Creatives (Contractors)



These creative professionals operate under contractual agreements and contribute directly to the co-
development of YSSL’s product offerings, including children’s books, toys, and artisanal goods.
External Stakeholders

 Toy Makers of Lunenburg (Production Partner)
This organization acts as a key production partner, supporting the manufacturing and scalability of 
YSSL’s physical product lines.

 Kangabags & Daleum Patisserie (Collaborators)
These  collaborators  provide  specialized  knowledge  and  resources,  playing  important  roles  in  co-
branded initiatives and community-focused projects.

 Potential Legal/HR Advisors (Future Stakeholders)
These prospective external advisors will be crucial in ensuring legal compliance and the formalization 
of HR frameworks as YSSL scales its operations.
Discovery
YSSL currently operates without a formalized HR system, relying on goodwill, informal agreements, 
and  project-based  work  to  drive  its  operations.  While  this  creates  a  sense  of  flexibility  and 
entrepreneurial culture, it  exposes the organization to serious legal, financial, and operational risks. 
Contractors, who play a majority part of the workforce, lack access to benefits, onboarding materials, 
and  clearly  defined  expectations.  This  informality  creates  uncertainty  around  intellectual  property, 
payment timelines, and contractor obligations.
From the insights, we can identify these key trends – 

 Ethical  expectations  are  increasing:  Contractors  now expect  not  only  fair  pay  but  perks, 
autonomy, and clarity in deliverables. Flexibility must be aligned with predictability.

 Legal  compliance  is  non-negotiable: In  Canada,  CRA penalties  for  misclassification  are 
severe, and the burden of proof falls on the company.

 Solutions exist: Global HR platforms like Deel offer legally compliant frameworks that support 
contractor  flexibility,  optional  perks,  and  streamlined  onboarding.  All  without  triggering 
reclassification issues.

SWOT Analysis
Strengths Weaknesses

Strong leadership and mission alignment 
around ethical innovation. Operational 
flexibility through contractor-driven 
projects. Low fixed HR costs. 

No formal HR policies, infrastructure, or 
systems. High legal and compliance risk due to 
contractor misclassification. Inconsistent 
processes and unclear expectations for 
contributors.

Opportunities Threats
Implementation of global HR platforms 
(e.g., Deel) to streamline compliance and 
offer optional benefits. Competitive 
differentiation as a contractor-supportive 
brand. Development of a scalable hybrid 
HR framework. 

Regulatory action from CRA regarding worker 
classification. Contractor dissatisfaction or 
attrition due to lack of security. IP disputes if 
ownership terms are not clearly defined.



PESTEL Analysis
Factor Implication

Political Canadian labor policies are increasingly focused on protecting gig workers 
and reducing misclassification. Future changes in employment standards 
legislation could impact on contractor agreements. Government incentives 
may be available for startups adopting ethical labor models. 

Economic As a startup, Sweet Spot must maintain cost-efficiency while offering value 
to contractors. Currency fluctuations (for international collaborators) can 
complicate payment models. Economic uncertainty may influence labor 
supply and demand, making ethical contractor treatment a competitive 
advantage. 

Social Growing emphasis on fair work, DEI (diversity, equity, inclusion), and 
mental health in employment relationships. Rising expectations from 
contractors for benefits, flexibility, and ethical engagement. Company 
reputation and brand values are directly linked to how contributors are 
treated. 

Technological Availability of global HR tech platforms (e.g., Deel, Remote.com) that 
simplify contractor engagement and legal compliance. Increasing digitization 
of remote work enables collaboration without borders but requires strong 
systems for tracking, contracts, and communication. IP protection and data 
security have become more critical in virtual environments. 

Environmenta
l

As an ethically focused organization, Sweet Spot’s commitment to 
sustainability must be reflected in HR practices (e.g., remote work policies, 
digital-first systems). Eco-conscious policies may influence candidate and 
contractor preferences. Paperless and tech-enabled HR systems reduce 
environmental impact and align with brand values. 

Legal CRA’s criteria for contractor vs. employee classification impose strict rules 
around benefits, control, and integration into the business.
Risk of retroactive penalties if misclassification is identified.
Need for clear contracts, especially in joint venture and IP ownership 
contexts. 

Deel: A Scalable Solution
Deel provides an integrated contractor management system, enabling compliant hiring, payment 
processing, tax documentation, and optional perks. Features include:

 Localized contracts aligned with CRA standards
 Automated onboarding and payroll across 150+ currencies
 Opt-in benefits, such as health insurance, equipment stipends, and mental health services

Deel’s PEO tier at $95/month per employee fits YSSL’s budget if implemented in a few years.
We explored three options for the Deel solution

Option 1: Company pays for Deel
Advantages

• Lowers risk of employee misclassification but doesn’t completely eliminate.
• In Canada, where employment categorization is examined by both the province labor boards 

and the Canada Revenue Agency (CRA), this structural separation is very beneficial.



• Deel offers nationwide scalability and benefit plans that conform to the various employment 
regulations in British Columbia, Ontario, and Quebec. This reduces the administrative load 
while guaranteeing constant adherence to the law.

Disadvantages 
• Paying benefits on behalf of independent contractors may be interpreted as an employer-

employee relationship by the Canada Revenue Agency (CRA) and provincial regulators. 
• Any advantages that the business pays the contractor can be regarded as taxable income, 

requiring T4A reporting and therefore raising their tax liability (Ymeraj, 2025). 
• The legal and tax risks associated with this alternative are the biggest. Paying directly generates 

significant evidence of employment, even with Deel acting as a buffer. This could lead to 
audits, fines, and legal duties under Canadian law.

Option 2: Contractor pays for Deel
Advantages

• contractor being mistakenly classed as an employee is reduced because the business does not 
directly provide employment-like benefits. 

• By assisting the business in avoiding duties pertaining to Employment Insurance (EI), the 
Canada Pension Plan (CPP), and tax withholdings, as well as avoiding employment standards 
laws, this structure promotes complete compliance with CRA and ESA requirements. 

• Any benefit-related expenses can normally be written off as Company expenses on the 
contractor's personal tax return under T2125 (TurboTax Canada, 2023), providing a personal 
tax benefit. 

• This is the most secure tax and legal approach. It shields the Company from legal risk and 
administrative strain while avoiding all reclassification triggers and giving the contractor 
selective access to benefits.

Disadvantages
• Contractors might have to pay higher premiums and have fewer options for coverage if they 

are unable to obtain group pricing, which would lower the overall value and appeal of the 
benefits provided.

Option 3: Shared cost - company and contractor pay for Deel
Advantages

• This model increases perceived value without taking on all the employer's duties by giving 
contractors access to significant benefits while splitting costs between the business and the 
person.

• By making the business more appealing to top personnel, such an arrangement can help 
recruit and retain contractors who want employment-like benefits without having a formal job.

Disadvantages 
• There are serious legal and tax ramifications when contractor perks are partially funded. 
• Because benefit cost sharing can make it harder to distinguish between an independent 

contractor and an employee, there's a greater chance that the CRA or provincial authorities 
will view the arrangement as establishing a de facto employment relationship. 



• From a tax standpoint, the contractor may receive a taxable benefit from the company's 
contributions, which could call for the filing of a T4A and other CRA reports. 

• This strategy works in a legal limbo, and if contracts are not properly written and independent 
contractor policies are not strictly followed, the business may be subject to reclassification 
risks in the event of an audit or labor dispute.

• This methodology is complicated and dangerous from a legal standpoint. It gives the 
impression of "quasi-employment" and could lead to both provincial ESA and CRA 
requirements. It should include a well-written legal disclaimer and be authorized by Canadian 
legal advice before being used.

Legal Barriers
Risk of Employee Misclassification
Providing benefits can blur the line between contractor and employee.

• Implication: CRA or provincial regulators may reclassify the contractor as an employee.
• Consequence: Triggers obligations for CPP, EI, income tax withholdings, and ESA compliance.

Relevant Laws:
• Income Tax Act Section 153(1) – Requires employers to deduct income tax
• CPP Act Sections 8(1), 9(1) – Requires CPP contributions for employees
• Employment Insurance Act Section 82(1) – Mandates EI contributions from employers
• Provincial ESA Acts – Enforce employment standards like vacation, sick leave, etc.

T4A Reporting & Taxable Benefit Risk
Company-paid benefits may be considered taxable income.

- Must be reported on a T4A slip
- Increases the contractor's tax burden
- Potential audit trigger if not accurately filed

Relevant Law:
CRA Guidance on Taxable Benefits – Any advantage conferred by a payer must be declared.

Final Recommendation
After careful evaluation, we recommend Option 2 – Contractor Pays Deel Directly as the final and most 
strategic approach for Your Sweet Spot Life. This option offers the highest level of legal and financial 
security while fully complying with Canadian labor regulations, including standards set by the Canada 
Revenue Agency (CRA) and the Employment Standards Act (ESA). Because the contractor pays Deel 
directly and receives benefits independently, there is no employer contribution under tax law. This 
eliminates any risk of a taxable benefit or CRA audit. Additionally, contractors remain clearly 
autonomous, ensuring the company will not be held accountable under employment law.

This recommendation aligns with Sweet Spot Life’s values of sustainability, transparency, and ethical 
workforce practices. It allows the company to offer meaningful, optional benefits to contractors 
without legally reclassifying them as employees. Deel’s marketplace enables contractors to opt into 
perks that suit their individual needs, providing flexibility and financial advantages. Moreover, this 
solution uses existing resources, such as saved funds and volunteer support, avoiding the cost and 
complexity of developing an internal HR infrastructure.



Future Solution: Contractor Advantage Program (CAP)
Looking ahead, Sweet Spot Life recognizes that the current regulatory environment in Canada restricts 
the direct provision of benefits to independent contractors without risking misclassification. However, 
the company remains optimistic that future changes in employment legislation, particularly those 
aimed at modernizing protections for gig and creative economy workers will open more flexible, 
ethical arrangements that acknowledge the evolving nature of work.

The CAP is designed to offer meaningful perks to independent contractors while preserving their legal 
independence. Participation in the program will be entirely voluntary, ensuring that no contractor is 
compelled to accept benefits or alter their working relationship with the company. Importantly, the 
program is structured to avoid any triggers that could lead to employment classification under current 
or future legislation.

Unlike the interim solution, CAP will be managed entirely in-house without reliance on third-party 
platforms like Deel. This allows Sweet Spot Life to tailor the program to its values and operational 
needs while maintaining full control over benefit offerings. The CAP reflects the company’s long-term 
commitment to equity, flexibility, and transparency in contractor relationships and will serve as a 
model for ethical engagement as the legal environment evolves.

Program Objectives and Design Principles
The Contractor Advantage Program is built around three core objectives

 Equity – Ensure contractors can access wellness, learning, or lifestyle benefits comparable to 
traditional employees, without changing their legal relationship with the company.

 Flexibility – Offer a menu of optional perks that can be customized to meet diverse needs 
across different roles, provinces, and project timelines.

 Legal Integrity – Remain compliant with labor and tax laws by introducing safeguards to 
prevent unintentional employment classification, even as laws change.

CAP will be completely optional and designed to avoid coercion. Contractors can opt in or out at any 
time without any impact on their core engagement terms. Examples of potential benefits include:

 Wellness stipends (e.g., mental health, fitness, or ergonomic equipment)
 Access to a group learning and development fund
 Invitations to community events or showcases
 Milestone-based bonuses or recognition initiatives

Structural Safeguards
To mitigate any legal gray zones, CAP will be governed by clear terms and disclaimers:

 Participation Agreement – A formal, separate document that outlines the voluntary nature of 
the program and confirms no impact on contractor classification.

 No Control Clause – CAP will avoid introducing elements that suggest managerial control, such 
as performance-linked perks or attendance mandates.

 Independent Governance – A small internal committee (e.g., Founder, Legal Advisor, and a 
rotating contractor representative) will review CAP offerings semi-annually to ensure legal 
alignment and community relevance.



Future Implementation Strategy
The CAP will be implemented in phases, starting with low-risk benefits such as professional 
development resources or community-building perks, followed by scalable options like opt-in stipends 
or group discounts negotiated through vendors. As legal guidance becomes clearer, the company will 
expand CAP’s scope while maintaining legal review checkpoints.

Broader Industry Impact
By designing CAP ahead of regulatory changes, YSSL positions itself not only as a compliant and 
proactive employer but as a thought leader in ethical, decentralized workforce design. This initiative 
could serve as a replicable model for other Canadian startups that value both flexibility and fairness in 
contractor relationships.

In essence, the Contractor Advantage Program bridges the gap between today’s legal limitations and 
tomorrow’s possibilities, aligning with Sweet Spot Life’s mission of building an equitable, creative, and 
sustainable future for all contributors.

Contractor Advantage Program (CAP) Policy
Applies To: All Independent Contractors engaged with Your Sweet Spot Life

1. Purpose
The Contractor Advantage Program (CAP) is designed to offer independent contractors (ICs) access to 
select voluntary perks and resources that support their productivity, well-being, and connection to 
Your Sweet Spot Life. This policy outlines how CAP operates while preserving the independent status 
of all participants.

2. Scope
This policy applies exclusively to individuals classified as independent contractors. It does not extend 
any rights, benefits, or entitlements associated with employment.

3. Guiding Principles
 Voluntary Participation: All offerings under CAP are optional.
 No Change in Classification: Participation in CAP does not alter the IC’s status.
 No Employer-Employee Relationship: The CAP is administered in a way that does not create an 

employment relationship.
 Self-Directed Use: Contractors determine how, if, and when they use any offered resources.

4. Program Offerings (Examples)
4.1 Work Enablement

- Discounted or complimentary access to productivity software
- One-time equipment stipend (e.g., ergonomic chair, webcam)
- Monthly co-working space stipend

4.2 Wellness & Learning
 Discounted access to group health and wellness programs
 Monthly wellness stipend for gym, meditation, or wellness apps
 Access to a curated e-learning library or platforms like Coursera or Udemy



4.3 Financial & Lifestyle Support
 Access to tax and financial planning tools for freelancers
 Partner discounts (e.g., legal, insurance, supplies)

4.4 Community Engagement
 Access to internal contractor Slack/workspaces
 Recognition programs such as “Contractor of the Month”
 Optional participation in company-wide events or webinars

5. Administration
 CAP is managed by the HR team.
 Participation is governed by a “CAP Participation Acknowledgement” signed by the contractor.

6. Participation Acknowledgement
To enroll in CAP, contractors must: - Acknowledge their continued status as independent contractors. - 
Agree that participation does not imply entitlement to employment benefits. - Acknowledge 
responsibility for their own taxes, tools, and work conditions.
7. Compliance and Review

 This policy is subject to legal review to ensure compliance with labor laws.
 CAP offerings may vary by jurisdiction and will be updated as needed.
 Contractors are encouraged to consult with personal legal or tax advisors regarding any 

implications of participation.

8. Policy Updates
Your Sweet Spot Life reserves the right to amend or discontinue the CAP at any time. Any changes will 
be communicated to all participating contractors with reasonable notice.

Canadian IP Laws
The Copyright Act is  that  a  co-owner of  copyright  in Canada may assign their interest  in a jointly 
owned work without the consent of the other co-owners.  However, a co-owner may not transfer the 
whole of a work without the consent of the other co-owners (Boskovic & Turco, 2022). 
Similarly, the consent of the other co-owners is required to license or use the work.  Therefore, a co-
owner  must  account  to  other  co-owners  for  their  activity,  or  revenue,  such as  licensing  royalties, 
resulting from the work. However, a co-owner does not require consent to enforce copyright or the co-
owner’s moral rights, if any (Boskovic & Turco, 2022). 

What can be done in YSSL’s case?
• Obtain waivers of moral rights where necessary.
• Define who retains commercialization rights, licensing abilities, and revenue shares.
• If clients co-own IP,  define boundaries: e.g., Can they commercialize independently? What 

obligations remain to YSSL?

When I  was going through tax laws regarding benefits,  I  found out  that  if  YSSL decides to give 
bonuses or gratuity to their individual contractors because it will be considered as income and must be 
reported on their tax return. 



Provisions for Individual Contractors in Other Countries
Contractual Workers in India

• Contract Labor (Regulation and Abolition) Act, 1970 ensures regulation of employment and 
conditions of service for contract workers.

• Contractual worker must receive wages equal to permanent employees for the same or similar 
work, under the Equal Remuneration Act, 1976. 

• Eligible for benefits under:
◦ Employees' Provident Fund (EPF): Contractual workers are entitled to the benefits of the 

Employees’  Provident  Fund  (EPF),  provided  their  employer  is  covered  under  the 
Employees' Provident Fund and Miscellaneous Provisions Act, 1952. This means both the 
employer  and the  employee  make monthly  contributions  to  the  PF account,  ensuring  a 
substantial retirement corpus and financial security. This is a crucial step toward offering 
long-term economic stability to temporary employees who otherwise may not have access to 
pension-like savings.
▪ Employees' State Insurance (ESI) (where applicable): If the contractual worker earns 

below a specified wage threshold (currently ₹21,000 per month), they are eligible for 
ESI benefits. This scheme provides medical care for the worker and their dependents,  
cash benefits during sickness and maternity leave, and support in cases of employment 
injury.  Access  to  such  comprehensive  healthcare  and  income  support  significantly 
reduces the vulnerability of low-income contractual workers.

◦ Contractors are required to contribute to these schemes on behalf of the workers.
◦ Contract workers are entitled to gratuity under the Payment of Gratuity Act, 1972 if they 

complete five or more years of continuous service.
◦ Women contract workers may be eligible for maternity benefits under the Maternity Benefit  

Act, 1961, provided conditions are met.

Contractual Workers in Nordic Countries
• Access to universal healthcare, unemployment insurance, and pension schemes, often 

regardless of contract type.
• Contractual workers are protected under equal pay and anti-discrimination laws, ensuring fair 

treatment compared to permanent staff.
• Many contractual workers are covered by sector-wide collective agreements, which set 

minimum pay, work hours, and leave entitlements.
• Right to paid annual leave, sick leave, and parental leave, often pro-rated based on hours 

worked.
• Contractual workers must receive the same training, safety equipment, and protections as 

permanent staff, particularly in hazardous work environments.
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