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I ntroduction

Occupational pension planst are an important part of Canada’ sretirement income system.
Along with public pension programs— Old Age Security (OAS) and the Canada/Quebec Pension Plan
(CIQPP) —and registered retirement savings plans?, they assist Canadiansto maintain astandard of
living after retirement comparableto the onethey had beforeretiring.

Thisstudy providesastatistical overview of the evolution of occupational pension plansin
Canadaand the contribution those plans make to the incomes of seniors. It drawson datafrom
Statistics Canada, the statistical agency of thefederal government.

Over the 30-year period from 1974 to 2004, there were significant changesin the membership
in occupational pension plans. Figures 1to 3 track some of the most important trends. Figure 1
looks at changesin the number of persons, by sex and by sector (public and private), who are
members of occupational plans. Figure 2 examinesthe same data, but expressed in terms of coverage
—that is, asapercentage of al paid employeesin the Canadian workforce. Figure 3focusesona
development whichisat an advanced stage in the United States and the United Kingdom and much
discussed inregard to Canada: the shift in membership from defined benefit (DB) to defined
contribution (DC) pension plans.® Datais examined which looks at the total Canadian workforce and
at the workforce broken down by sector (public and private) in DB and DC plans.

Just asthere have been significant changesin the membership in occupational pension plans,
there have al so been important changesin the part played by occupational pension plansinthe overal
incomes of Canada’s seniors (persons aged 65 and over). These changesare examined in Figures 4
to 7. Because of limitationson the available data, income from occupational pension plansis
aggregated with income from registered retirement savings plansin these charts, and thetotal is
referredto as‘ pensionincome’. Inreading the charts, it isimportant to keep in mind that ‘ pension
income’ does not include income from public pension programs (OAS and C/QPP).

Figure 4 looks at changesfrom 1980 to 2004 in the percentage of senior households’ receiving
pension income and the percentage which that income represents of their overall income. It a'solooks
at the average amount of pension income by household type (single seniorsand senior families®).
Figure 5 examines similar data, but for individual seniorsrather than for senior households. The data
isbroken down by sex. Thedatafor individual seniorsistaken from adifferent sourcefrom that for
senior householdsandisonly for the period from 1991 to 2001.

Figures 6 and 7 look at changesin the overall composition of theincomes of Canada's seniors
and, in particular, the part played by pension income. Aswith the preceding two charts, Figure 6
examinestheincome of senior householdsand Figure 7 of individual seniors.

Finally, Figure 8 examines changesin therate of low income— often referred to asthe * poverty
rate’ —among seniorsfrom 1980 to 2004. Thelow-incomeratefor seniorsiscompared with that for
Canadiansof all ages. Thelow-incomeratesfor senior women and senior men are also compared.



Numbers of members of occupational pension plans

Figurel:

Number of member sof occupational pension plans,
by sex, 1974-2004

(a) Publicand privatesector scombined
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Men 2,497 |2,841|2,953 | 3,098| 3,181 | 3,039|3,047 | 3,119 | 3,128| 3,129 | 2,966 | 2,895 | 2,842 | 2,905 | 2,966 2,959
Women 927 |1,062|1,241|1,378|1,477 | 1,525|1,621 |1,715|1,981| 2,189 | 2,249 | 2,255 | 2,247 | 2,363 | 2,505 2,630
Both sexes | 3,424 |3,902|4,193 | 4,475 | 4,658 | 4,565 4,668 | 4,834 | 5,109 5,318 | 5,215 5,150 | 5,088 | 5,268 |5,471| 5,590

(Numbers in thousands)
(b) Public sector only
‘- Men mmmm Women Both sexes ‘
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Men 935 |1,103|1,1011,152|1,148 |1,154|1,156|1,197 | 1,134|1,228|1,199| 1,121 | 1,056| 1,050 | 1,063 | 1,069
Women 545 | 652 | 753 | 818 | 828 | 875 | 931 | 961 |1,132|1,327|1,357|1,355|1,341|1,381|1,459|1,529
Both sexes |1,480|1,755|1,855|1,970| 1,976 |2,029|2,086 | 2,159 | 2,266 | 2,555 | 2,556 2,476 | 2,396 | 2,430 | 2,521 | 2,598
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(c) Privatesector only

Both sexes

‘  Men mmmm \WWomen

2,500 3,500

+ 3,000
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Number of members in thousands

+ 500

74 76 | 78 80 | 82 84 | 86 88 | 90 92 | 94 96 | 98 00 | 02 04

Men 1,562 (1,738|1,851|1,945|2,034|1,885|1,892|1,921(1,995|1,902|1,767 |1,773|1,786 | 1,855|1,903 | 1,890
Women 383 | 410 | 487 | 560 | 649 | 651 | 691 | 754 | 849 | 862 | 891 | 900 | 906 | 982 |1,046|1,101
Both sexes | 1,944 | 2,147 2,339 |2,505|2,682 2,536 | 2,582 | 2,675|2,844 | 2,764|2,658 | 2,674 | 2,692 | 2,838 2,949 | 2,991

(Numbers in thousands)

Source: Author’s calculations based on data from Statistics Canada [2006a).

Therewasasignificant increase over the 30-year period from 1974 to 2004 in the number of
personsin Canadawho belonged to occupational pension plans. AsFigure 1(a) shows, in 1974 the
number of such personsstood at 3,424,000. By 2004, it had grown to 5,590,000 — an increase of
63 percent.

Morethan athird of the overall increase in the number of persons belonging to occupational
pension plans occurred between 1974 and 1978. However, evenif thisperiod isexcluded and if only
theincrease from 1978 to 2004 is considered, the growth in membership in occupational pension
planswasstill 33 percent.

Gender wasamajor factor inthe growth in membership in occupational pension plans. Between
1974 and 2004, the number of women belonging to such plansalmost tripled. For men, on the other
hand, the increase was much more modest — less than 20 percent.

When the period 1978 to 2004 is considered, the role played by gender becomes even more
evident. Inthat period, amost all theincrease in the number of members of occupational pension
plans was by women. In 1978, only 1,241,000 women bel onged to occupational pension plans. By
2004, that number had more than doubled, to 2,630,000. For men, on the other hand, the number of
memberswas virtually unchanged over the period: in 1978t stood at 2,953,000, whilein 2004 it
was 2,959,000.

Caledon Institute of Social Policy 3



Severa factorsexplain the growth in the number of women bel onging to occupational pension
plans. Schembari [2006] has pointed out threethat are of particular importance: theincreased labour
force participation rates of women, changes made in the late 1980sto pension benefit laws® allowing
part-time workersto become members of occupational pension plans, and the growth in sectors of the
economy inwhich women predominate (for example, public administration, health care and
education).

Figures 1(b) and 1(c), which look at the public sector” and the private sector separately, give
further insightsinto the growth in membership in occupational pension plans. Therate of growthinthe
number of membersin the public sector was amost always greater than that in the private sector. In
the period from 1974 to 2004, for example, membership in occupationa pension plansinthe public
sector grew by 76 percent, whilein the private sector the rate of growth was 54 percent.

Whilethe overall trend in membership in occupational pension plansfrom 1974 to 2004 was
upward, there were periods of decreasein the early 1980sand again in the mid 1990s, as shownin
Figure 1(a). In both instancesthe decreases can belargely explained by the recessionsthat the
Canadian economy suffered during these periods [ Schembari 2006]. Part of the decreaseinthe mid
1990swas also dueto reductionsin public sector employment asthe federal and most provincia
governments sought to bring down their deficits, in part by reducing the size of their workforces.

The deceasesin membership in the early 1980s and the mid 1990s, in aggregate, were almost
entirely borne by male employees. Except for adecreasein the public sector between 1994 and
1998, the number of women members of occupational pension plansgrew consistently in both the
public and private sectors. Membership by men, in contrast, decreased by 142,000 between 1982
and 1984, and by 287,000 between 1992 and 1998. The latter decrease occurred at atime of
ongoing restructuring of the Canadian economy which particularly affected male-dominated industries
(especialy manufacturing and construction) [ Schembari 2006].

Coverage of paid workers by occupational pension plans

Asthediscussion of thedatain Figure 1 has shown, an examination of changes during the past
guarter century in the number of members of occupational pension plansindicatesapositivetrend.
However, adifferent image emergeswhen the coveragerateis considered —that is, the number of
personsin Canadabel onging to an occupational pension plan as apercentage of the total number of
paid workers.® AsFigure 2 shows, in 1977 thisstood at 46.2 percent. By 2003 it had fallento 39.3
percent.

Although the number of membersof occupational plans grew substantially between 1997 and
2003, the number of paid workersgrew at an even faster rate. The coveragerate, therefore,
declined.
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Coverageof paid wor ker sby occupational pension plans,

Figure2:

by sex, 1977-2003
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Source: Author’s calculations based on data from Statistics Canada [2006a].

The changein the coveragerate was very gender-dependent. 1n 1977, 52.2 percent of all male
paid workers belonged to an occupational pension plan, whilethe coverageratefor female paid
workersthat year wasonly 36 percent —avery large ‘ gender gap’ of over 16 percent. By 2003, the
gender gap had virtually disappeared. The coverageratefor male paid workerswas 39.4 percent and
that for female paid workers 39.1 percent.

Althoughit isencouraging to seethe gender gap disappear, it must be stressed that thiswas
largely theresult of asharp declinein the coverageratefor men.

Limited dataindicatesthat there are significant differencesin the coverage rates of occupational
pension plansin the public and the private sector. According to thisdata, the declinein the coverage
ratefrom 1977 to 2003 was entirely in the private sector. 1n 1977, 35.4 percent of all paid workers
in the private sector — more than onein three —were members of occupational pension plans. By
2003, thishad declined to 26.8 percent, or only somewhat above oneinfour. By contrast, inthe
public sector over this period, the coverage rate rose from about 77 percent to over 86 percent

[Schembari 2006].
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Percent of plan membersin DB and DC plans

Figure3:
Per cent of plan membersin DB and DC plans, 1974-2004
(a) Publicand privatesector scombined
e DB e DC
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DB| 927 | 934 | 936 | 93.7 | 937 | 930 | 920 | 914 | 90.7 | 89.8 | 89.1 | 88.1 | 859 | 846 | 829 | 815
DC| 56 | 52 | 53| 52 | 53 | 59 | 7.0 | 7.7 | 84 | 88 | 97 | 105 | 125 | 136 | 146 | 157
(b) Public sector only
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DB| 989 | 99.1 | 99.2 | 99.0 | 985 | 983 | 980 | 97.6 | 97.7 | 96.8 | 96.2 | 959 | 955 | 944 | 945 | 933
DC| 1.1 0.9 0.8 1.0 15 17 2.0 2.4 2.3 3.2 3.8 3.8 4.3 45 5.3 5.7
(c) Privatesector only
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DB| 90.6 | 91.1 | 91.0 | 914 | 918 | 90.6 | 88.8 | 879 | 865 | 84.1 | 829 | 816 | 785 | 76.2 | 75.3 | 74.2
DC| 94 8.9 9.0 8.6 8.2 94 | 112 | 121 | 135 | 141 | 155 | 168 | 200 | 214 | 23.0 | 25.2

Source: Author’s calculations based on data from Statistics Canada [20064a].
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Figure 3(a) showsthe percentage of members of occupational pension plansbelonging to
defined benefit (DB) schemes and to defined contribution (DC) schemesin the public and private
sectorstaken together. 1n 1974, only 5.6 percent of all members of occupational pension planswere
in DC schemes. The great majority of members— 92.7 percent —belonged to DB plans.® By 2004,
membership in DC schemes had grown to 15.7 percent, while membership in DB plans had declined
to 81.5 percent. Thisdemonstratesthat the shift from DB to DC schemes, which has been very
pronounced in the United States and the United Kingdom, is also taking placein Canada, but at a
slower rate.

Onceagain, an analysisof datafor the public sector and the private sector examined separately
shows amarked difference between thetwo. Inthe public sector, membership remainsover-
whelmingly in DB schemes—in 2004, 93.3 percent. Whilethere was some shiftfrom DB to DC
schemesin the Canadian public sector from 1974 to 2004, it wasrelatively small. In 1974, 1.1
percent of all membersof occupational pension plansin the public sector belonged to DC schemes,
and by 2004 thishad increased only to 5.7 percent.

In the private sector, in contrast, the shift to DC schemeswas much larger. In 1974, 9.4 per-
cent of all membersof private-sector occupational pension plans—alittle under onein ten—belonged
toaDC scheme. By 2004 thishad increased to 25.2 percent — about onein four.

It should be noted that the datain Figure 3 isbased only on membership in registered occupa-
tional pension plans—that is, plansthat are registered with the federal tax authoritiesaswell as (for
plansinthe private sector) with afederal or provincial agency responsiblefor regulating pension plans.
It does not include persons contributing to group registered retirement savings plans (group RRSPs)
which areamost identical in outcometo DC occupational pension plans but which are not considered
assuch and, therefore, are not subject to registration with afederal or provincial regulatory agency. If
dataon group RRSPswere included (which it cannot be because comparable dataisnot available),
the growth in DC-type schemes (i.e. formally registered DC schemes and group RRSPstaken
together) in the private sector would undoubtedly be greater than that shown by thefigurescited inthe
previous paragraph.
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Pension income of senior households

Figure4:
Pension income! of senior households, 1980-2004

(a) Per cent of senior householdsr eceiving pension income,
and pension incomeasa per cent of their aggr egateincome
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Households 37.2 36.1 38.0 44.1 45.9 47.1 49.3 51.5 60.3 63.5 65.7 67.9 71.0
Aggregate income| 11.5 11.3 12.7 13.5 15.6 16.2 18.5 20.6 26.1 28.3 29.9 32.6 33.9
(b) Aver ageamount of pension income of senior households
‘—Single seniors == Senior families === All senior households ‘
25,000
20,000 -
12
8
°
g 15,000 -
o
N
o
f=
8 10,000 |
0
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0]
80 82 84 86 88 90 92 94 96 98 00 02 04
Single seniors 7,700 8,700 8,500 8,200 9,500 9,100 10,500 10,800 11,700 12,700 12,800 14,200 14,300
Senior families 12,100 12,200 13,300 12,300 13,300 15,400 15,700 17,000 18,300 19,100 20,300 22,100 22,900
All senior households | 10,500 11,000 11,700 10,800 12,000 13,100 13,900 14,800 15,700 16,500 17,300 18,700 19,300

Source:  Author’s calculations based on data from Statistics Canada [2006b].
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Figure 4(a) showsthat there was amarked increase from 1980 to 2004 in the percentage of
senior househol ds receiving pension income (income from occupational pension plansand registered
retirement savings plans). Therewas also amarked increasein the percentage of the total income of
senior househol ds derived from pensionincome.

In 1980, 37.2 percent of senior househol ds received pension income, and thisincome
constituted 11.5 percent of the aggregate income of senior households. By 2004, the percentage of
senior households receiving pension income had grown to 71.0 percent (almost double the 1980
figure), and the percentage of the total income of senior househol ds derived from pension income had
climbed to 33.9 percent (almost triplethe figure for 1980).

Figure 4(b) showsthe average amount of pension income received by senior households having
any pensionincomeat all. Toremovedistortions caused by inflation, all amountsin the chart aregiven
in constant 2004 dollars.*® In 1980, the average amount of pension income received by senior
households'* was $10,500.'? By 2004, it had increased to $19,300.

Pension income of individual seniors

Figure5:
Pension income of seniors, by sex, 1991-2001

(a) Per cent of senior sreceiving pension income

‘—Men e \\/omen == Both sexes
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Men 50.8 | 54.2 | 51.4 | 559 | 56.7 | 629 | 63.8 | 646 | 67.1 | 683 | 652
Women 285 | 283 | 29.9 | 30.9 | 335 | 394 | 410 | 441 | 463 | 47.7 | 463
Bothsexes| 38.1 | 39.4 | 39.2 | 417 | 436 | 496 | 50.9 | 53.0 | 554 | 56.7 | 545
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(b) Pension income asa per cent of theaggr egateincome of seniors

‘—Men e \\/Omen === Both sexes ‘
40.0
35.0 /_/4
30.0
_ 250 /_/—,
g /
g 200 - /
o 150 S
10.0 -
5.0 -
0.0
91 92 93 94 95 9 97 98 99 00 01
Men 239 | 276 | 274 | 289 | 294 | 329 | 333 | 345 | 357 | 36.6 | 363
Women 127 | 128 | 140 | 153 | 164 | 186 | 196 | 21.3 | 216 | 230 | 234
Both sexes| 18.8 | 20.7 | 21.3 | 229 | 235 | 264 | 271 | 286 | 293 | 304 | 303
(c) Averageamount of pension incomeof seniors
‘—Men e \\/0men = Both sexes
18,000
16,000 |
w
E 14,000 4 /
S 12,000 -
— am—
S 10,000
&
.. 8,000
@
& 6,000 |
S 4,000
S ,
2,000 -
0
91 92 93 94 95 96 97 98 99 00 01
Men 12,956 | 13,574 | 14,344 | 14,450 | 14,815 | 14,831 | 14,836 | 15,434 | 15,400 | 15,483 | 15,762
Women 7,701 | 7,934 | 7,931 | 8,456 | 8,952 | 8,496 | 8,636 | 8,699 | 8,765 | 9,085 | 9,428
Both sexes | 10,710 | 11,273 | 11,565 | 11,932 | 12,261 | 11,982 | 12,014 | 12,278 | 12,273 | 12,455 | 12,737

Source: Author’s calculations based on data from Statistics Canada[2003].
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Figure 5 showsdataon theincome of seniorsin Canadafrom occupational pension plansand
registered retirement savings plansbroken down by sex.

AsFigure 5(a) shows, over the course of theten yearsfrom 1991 to 2001, therewas asubstantial
increasein the percentage of seniorsreceiving pensionincome. 1n 1991, 38.1 percent of all seniorsin
Canadareceived pensionincome. By 2001, thishad increased to 54.5 percent.

Therisein the percentage of senior women receiving pensionincomewas even greater than for
seniorsasawhole: from 28.5 percentin 1991 to 46.3 percent in 2001. Thisisprimarily theresult of two
factors: theincreased labour force participation rates of women inthe 1970s, 1980sand 1990s, which
resulted in more women becoming membersof occupationa pension plans, and reformsto federal and
provincia pension benefit lawsinthe 1980sto require survivor pensions, for whichwomen aremorelikely
to become dligible than men because of women'sgreater longevity.

Figure 5(b) showsthat pensionincome made up agrowing portion of theincomeof seniors. In
1991, 18.8 percent of the aggregateincome of seniors camefrom pensionincome. By 2001, the
proportion had grown to 30.3 percent. Again, the databroken down by sex showsimportant gainsfor
senior women. 1n 1991 they received only 12.7 percent of their aggregate incomefrom pensionincome.
By 2001, the proportion had increased to 23.4 percent.

Intermsof theaverage amount of pension incomefor those seniorsreceiving any pensonincomeat
all, Figure 5(c) showsthat therewasapositiverea gain between 1991 and 2001. 1n 1991, theaverage
amount, measured in constant 2001 dollars, was $10,710. By 2001 it had increased to $12,737, arise of
19 percent. The percentagegainwasvirtualy the samefor senior women and senior men.

Thefact that the percentage gainsfor senior men and for senior women were the same meant that the
relative size of the gap between the average amount of pensionincomereceived by senior women and that
received by senior menwasal so unchanged. Inboth 1991 and 2001, the average amount of pension
incomereceived by senior women was about 60 percent of that received by senior men.
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Composition of the incomes of senior households

Figure6:
Composition of theincomes of senior household, 1980-2004

(a) Aggregateamount of income, by source

‘EI OAS/GIS m CPP/QPP m Pensions O Investments @ Earnings m Other
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m Other 2,452 | 3,127 | 3,186 | 3,415 | 3,731 | 4,719 | 5,708 | 5,228 | 4,359 | 4,450 | 4,419 | 4,504 | 5,034
m Earnings 13,572|11,679|13,044 | 13,476 | 13,354 | 13,489 | 12,222|12,877| 7,095 | 7,348 | 8,231 | 9,369 | 9,099
O Investments | 11,686 | 14,228 | 11,876 (12,184 | 11,792 | 16,504 | 13,282 | 10,563 | 11,681 | 10,600 | 11,365 | 10,065 | 10,542
m Pensions 5,761 | 6,160 | 7,326 | 8,361 | 10,485| 12,633 | 14,525 16,837 | 20,253 | 23,135 | 25,804 | 29,855 | 33,264
m CPP/QPP 3,857 | 4,420 | 6,009 | 7,313 | 9,338 | 11,078| 12,454 | 14,924 | 14,596 | 15,963 | 16,716 | 18,011 | 18,857
0O OAS/GIS 12,887|14,705|16,063 | 17,333 | 18,471 | 19,511 | 20,432| 21,133 | 19,540 | 20,361 | 19,875| 19,841 | 21,233

(b) Per cent of total incomefrom each sour ce

‘EI OAS/GIS m CPP/QPP m Pensions O Investments @ Earnings ® Other ‘
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m Earnings 27.0 21.5 22.7 21.7 19.9 17.3 15.5 15.8 9.2 9.0 9.5 10.2 9.3
O Investments | 23.3 26.2 20.7 19.6 17.6 21.2 16.9 13.0 15.1 12.9 13.2 11.0 10.8
m Pensions 11.5 11.3 12.7 13.5 15.6 16.2 18.5 20.6 26.1 28.3 29.9 32.6 33.9
m CPP/QPP 7.7 8.1 10.4 11.8 13.9 14.2 15.8 18.3 18.8 19.5 19.3 19.7 19.2
O OAS/GIS 25.7 27.1 27.9 27.9 27.5 25.0 26.0 25.9 25.2 24.9 23.0 21.6 21.7
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(c) Number and aver ageincomeof senior households

‘—Households = AVerage income ‘
3,000 42,000
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Average income | 33,900 35,100 35,000 35,300 35,100 38,200 37,000 36,900 36,200 37,100 38,200 39,100 40,500

(Number of households in thousands)

Source:  Author’s calculations based on data from Statistics Canada [2006b].

AsFigure 6(a) shows, the aggregateincome of senior householdsincreased significantly inred
terms between 1980 and 2004 as measured in constant 2004 dollars, from atotal of $50,215millionin
1980 to $98,029 millionin 2004 —amost double. However, alarge part of thisincrease wasdueto the
growthinthe number of senior households. AsFigure 6(c) shows, therewere 1,482,000 senior household
in 1980, and 2,423,000 senior householdsin 2004 —an increase of 63 percent. Therefore, to understand
thetrendsin theincomes of senior householdsin Canadafrom 1980 to 2004, it isnecessary tolook at the
changeintheir averagered (inflation adjusted) incomesover thisperiod aswell asthe changesinthe
percentage that each source of incomerepresentsin relation to thetotal income of senior households.
Theseareshownin Figures6(b) and 6(c).

From 1980 to 2004, asFigure 6(c) illustrates, the average income of senior householdsmeasuredin
constant 2004 dollarsincreased from $33,900 to $40,500 — arise of almost 20 percent.

Theriseintheaverageincomeof senior householdswaslargely dueto theincreasingly important role
played by thetwo partsof the Canadian retirement income system rel ated to earningsfrom employment
and salf-empl oyment — pension income (income from occupational pens on plansand RRSPs) ontheone
hand, and the Canada/Quebec Pension Plan on the other. 1n 1980, asshownin Figure 6(b), these made
up, respectively, 11.5and 7.7 percent of the aggregateincome of senior households. By 2004, the portion
of aggregateincomefrom these sourceshad grown to 33.9 and 19.2 percent respectively.
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Composition of the incomes of individual seniors

Figure7:

Composition of theincomesof senior s, by sex, selected year s

(a) Aggregateamount of income, by source

‘l:l OAS/GIS m CPP/QPP ® Pensions O Investments @ Earnings @ Other ‘
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= Other 1,744 1,783 1,734 1,607 1,689 1,800
@ Earnings 4,851 3,736 3,969 1,147 1,380 1,324
O Investments 5,788 5,002 4,894 7,113 5,952 5,440
m Pensions 8,495 13,594 16,562 3,767 6,366 9,059
m CPP/QPP 6,511 8,641 9,683 4,285 6,276 7,852
O OAS/GIS 8,082 8,576 8,817 11,798 12,558 13,299
(b) Per cent of total incomefrom each sour ce
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= Earnings 13.7 9.0 8.7 3.9 4.0 3.4
O Investments 16.3 12.1 10.7 23.9 17.4 14.0
m Pensions 23.9 32.9 36.3 12.7 18.6 23.4
= CPP/QPP 18.4 20.9 21.2 14.4 18.3 20.3
0 OAS/GIS 22.8 20.7 19.3 39.7 36.7 34.3

Source: Author’s calculations based on data from Statistics Canada [2003].
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Figure 7 showstheevolution of the composition of theincomes of senior women and senior men
from 1991 to 2001. Asin previouscharts, anountsare shownin constant dollars.

AsFigure 7(a) indicates, the aggregate incomes of both senior men and senior women saw
substantial increases. However, even though the number of senior women wasgreater than the number of
senior men, their aggregateincomeswere consistently lower.

The Old Age Security (OAS) program playsamuch larger rolein theincomes of senior women than
for senior men, asshownin Figure 7(b). Because of their lower incomes, senior women aremorelikely
than senior mento qualify for theincome-tested Guaranteed | ncome Supplement paid under the OAS
program. However, the proportion of theincome of senior women from the Old Age Security program
declined from 39.7 percent in 1991 to 34.3 percent in 2001, areflection of thefact that senior women, asa
group, derived progressively larger amountsof their incomefrom other sources, particularly the Canada/
Quebec Pension Plan and occupationa pension plans.

Low income rates

Themost widely used measuresof low incomein Canadaare Stati stics Canada slow-income cut-
offst. Theseareoftenreferred tointhemediaand by many othersas‘ poverty lines'.

Figure8:
L ow-incomer ate (after -tax low-income cut-offs), 1980-2004
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(b) Women and men seniors

‘—Women 65+ e Men 65+
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Source: Statistics Canada. Income Trends in Canada, 1980-2004.

INn 1980, 21.3 percent of all seniorsin Canada—morethan oneinfive—hadlow incomesas
measured by thelow-income cut-offsafter tax. In 2004, thishad decreased to only 5.6 percent —about
onein18.

Asapoint of comparison, thelow-incomeratefor all Canadianstaken together stood at 11.6 percent
in 1980 and 11.2 percent in 2004. 1n 1980 therate of low-income among seniorswas amost doubl e that
of al Canadians. By 2004, the situation had reversed, and the rate of low-incomeamong seniorswasonly
half that of all Canadians.

An examination of low-incomeratesamong senior women and senior men givesfurther insights. In
1980, 26.7 percent of senior women and 14.5 percent of senior men had low-incomes—agraphic
demonstration of the particular disadvantage that agreat many senior women faced at that time. 1n 2004,
therewasdtill asubstantial gender gap, with 7.3 percent of senior women with low incomes compared to
only 3.5 percent of senior men, but the gap had closed to lessthan four percentage points.

Several factors contributed to the reduction of low income among Canada sseniors. Onewasa
seriesof increasesinthe early 1980sto the Guaranteed | ncome Supplement which rai sed the minimum
incomeensured to al of Canada ssenior. However, of greater importance wasthe maturation of the
earnings-related partsof the retirement income system —occupational pension plans, RRSPsand the
Canada/Quebec Pension Plan—and therisein thelabour force participation rates of women, who thereby
becamedligiblefor pensonsintheir own rightsfrom occupationa pension plansand the C/QPP.
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Conclusion

Drawing on readily available datafrom Statistics Canada, this study has shown some of the principal
trendsin the evolution of occupational pension plansand theincomesof seniorsin recent decades.

Much more, of course, can be said on these complex topics. Important new work isconstantly being
produced. To cite only one of the most recent, thereisthe study by M orissette and Ostrovsky [2006] that
examinesthe pension coverage and retirement savings of Canadian familiesfrom 1986 to 2003. Based on
ananaysisof special runsfrom severa Statistics Canada databases, the authors of this study have provided
new insghtsthat should significantly inform the devel opment of pension and seniorspolicy inthecoming
years.

Theevolution of occupationa pension plansand of theincomes of seniors—awaysimportant topics
intheir own right —take on aspecia importancein light of therapid ageing of Canada s population. At the
present time, 13.2 percent of Canadians are aged 65 and over [ Statistics Canada2006¢]. By 2031, itis
estimated that the proportion of Canadiansaged 65 and over will be 23.4 percent —almost doublethat of
today [ Stati stics Canada 2006d] .

Canadd sretirement income system hasdonewel| to the present timein meeting itstwo fundamental
obj ectives of ensuring aminimum incometo seniorsand assi sting retired Canadiansto maintain pre-
retirement living tandards after retirement. The system should continueto dowell infutureyearsin meeting
these objectives, in spite of the ageing of the population. However, thisoutcome should not betaken for
granted. Although the public pension programs—in particular the Canada/Quebec Pension Plan—have
been put on solid ground through reforms madein the past decade (especidly thefinancing reformsof the
Canada Pension Plan enacted in 1997), occupationa pension plansare showing strains. Some of these
strainsare discussed in arecent publication from the Caledon I nstitute [ Tamagno 2006]. Further policy
work, therefore, remainsessential.
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Endnotes

1. These plans are sometimes referred to as employer-sponsored pension plans, workplace pension plans, private
pension plans, or, in Canada, registered pension plans.

2. A registered retirement savings plan, usually referred to asan RRSP, isan individual account for retirement savings
to which anyone in Canada aged less than 70 with earnings from employment or self-employment can contribute.
Contributionsto an RRSP, up to annual limits prescribed in the Income Tax Act, are deductible from income when
calculating the total amount of income on which tax isdue. Income from the investment of thefundsin an RRSPis
exempt from taxation aslong asit remainsin the RRSP. Amountswithdrawn from an RRSPare, with afew exceptions,
taxable in the year in which the withdrawal is made. The same applies to payments from an annuity purchased with the
fundsinan RRSP. By the end of the calendar year in which an individual with an RRSP reaches age 69, he or she must
either use the funds in the RRSP to purchase an annuity or transfer the funds to a registered retirement income fund
(RRIF). ARRIFissimilar toan RRSP, inthat investment income continuesto be exempt from taxation aslong asit
remainsinthe RRIF while amountswithdrawn from a RRIF aretaxablein the year in which the withdrawal is made.
However, in the case of aRRIF, aminimum percentage of thetotal funds must be withdrawn every year. The minimum
percentage is prescribed in the Income Tax Act and increases with a person’s age.

3. A defined benefit (DB) pension plan is one that defines the benefits by aformula stipulated in the plan text (the legal
document setting out the terms and conditions of the plan). The employer’s contributionsto a DB plan are not
predetermined but are a function of the cost of providing the promised pensions, taking into consideration the
employees' contributions, if any. A defined contribution (DC) pension plan is one that specifies the employee's
contribution (if the plan is contributory) and the employer’s contribution. A member’s benefits are provided from
accumulated contributions credited to his/her name plus the return on the investment of these monies [ Statistics
Canada20064].

4. Inthis study, the term ‘ senior households' means single seniors and senior families taken together. In thisregard,
the use of theterm ‘household’ differs somewhat from that normally used by Statistics Canada.

5. Inthisstudy, the term *single senior’ means an unattached individual aged 65 and over living alone or with other
personsto whom he or sheisnot related (e.g., alodger). Theterm ‘senior family’ means an economic family of two or
more personsin which the person with the highest individual incomeisaged 65 or more. (Prior to1996, the criteriafor a
senior family was that the person deemed the ‘ family head’ was aged 65 or more.) An economic family isagroup of two
or more personswho live in the same dwelling and who are related to each other by blood, marriage, common law or
adoption [ Statistics Canada 2006b] .

6. Theterm ‘pension benefit laws' refersto the federal and provincial laws regulating occupational pension plansin
Canada. Thefederal law isthe Pension Benefits Sandards Act, 1985. Provincial lawsinclude Alberta’'s Pension
Benefits Act, British Columbia’s Pension Benefits Sandards Act, Ontario’s Pension Benefits Act, and Quebec’s
Supplemental Pension Plans Act (Loi sur les régimes complémentairesderetraite). Similar lawsareinforceinall of
Canada s other provinces except Prince Edward Island. Thefederal law appliesin Canada sthree northern territories.

7. The public sector includes municipal, provincial and federal governments and enterprises, crown corporations,
government boards, commissions and agencies, and public educational and health institutions [ Statistics Canada

20064].

8. There are two different measures of the coverage rate of occupational pension plans. One measure looks at the
number of members of such plans as a percentage of the total workforce, and the other as a percentage of paid
workers (i.e., workers who have an employer). Both measures are valid, but they produce different results. The
coverage rate based on the total workforce is always lower than the coverage rate based on paid workers because the
total workforce contains groups, such as self-employed persons, who by definition cannot belong to an occupational
pension plan. The measure that is most appropriate in a given circumstance depends on the objective of the analysisin
question.

9. The percentages of members belonging to DB schemes and to DC schemes do not total 100 because thereis a small
group of other types of occupational pension plans. These consist of hybrid plans and mixed or combination plans. In
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1974 such plans accounted for 1.7 percent of all members of occupational pension plansin Canada. By 2004, this had
increased to 2.8 percent [ Statistics Canada 20064 .

10. Theterm ‘constant dollars' refersto dollars of several years expressed in terms of their value (‘ purchasing power’)
inasingleyear, called the base year [ Statistics Canada2006b]. In Figure 4(b), the base year is2004.

11. It must be stressed that the average amounts are only for those senior households having any income at all from
occupational pension plans and registered retirement savings plans. In other words, in calculating the average, senior
households with no income from these sources were disregarded.

12. Whenever the dollar sign ($) and the term ‘dollar(s)’ are used in this study, they refer to Canadian dollars (CAD).

13. Thefiguresgivenin Figure 5for all seniorstaken together differ from the comparablefiguresgivenin Figure 4 for all
senior households taken together. Thisis due to two factors. First, a senior household consisting of two seniorsis
counted as one household in the datain Figure 4, while both individuals are counted separately in the datain Figure 5.
Second, a senior household may include a person who is not a senior (for example, the spouse aged less than 65 of a
person aged 65 or more). Thedatain Figure 5 includes only the income of persons aged 65 and over. The datain
Figure 4, on the other hand, is based on the total income of the household, including that of any members of the
household who are not yet seniors.

14. Thefiguresgivenin Figure 5for all seniorstaken together differ from the comparablefiguresgivenin Figure 4 for all
senior househol ds taken together. Thisis dueto two factors. First, a senior household consisting of two seniorsis
counted as one household in the datain Figure 4, while both individuals are counted separately in the datain Figure 5.
Second, a senior household may include a person who is not a senior (for example, the spouse aged |ess than 65 of a
person aged 65 or more). Thedatain Figure 5 includes only the income of persons aged 65 and over. Thedatain
Figure 4, on the other hand, is based on the total income of the household, including that of any members of the
household who are not yet seniors.
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